
 

 
95, Evlogi Georgiev blvd.

1142 Sofia
Phone no:. (+359 2) 9876363

www.bcra-bg.com

 
 

November  2010 
Delyan Pehlivanov, lead financial analyst  
d.pehlivanov@bcra-bg.com 

ZAD „BULSTRAD VIENNA 
INSURANCE GROUP” 

Elena Touyova, financial analyst BCRA 
elena.touyova@bcra-bg.com 

 

  
ПInitial Rating 

6.2004 
Update 
 6.2005 

Update 
 6.2006 

Update 
11.2007 

Update 
11.2008 

Update 
11.2009 

Update 
29.11.2010 

Long-term rating А- А- А iА iA iA iA 
Outlook Stable Stable Positive Positive Stable Stable Stable 

Short-term rating       ia-1 ia-1 ia-1 ia-1 
 

  
BULGARIAN CREDIT RATING AGENCY

 

Bulgarian Credit Rating Agency (BCRA) is the 
only Bulgarian agency listed as eligible by the 
Financial Supervision Commission and its credit 
ratings are acknowledged for the aims of article 75, 
paragraph 2 of the Bulgarian Insurance Code equally 
along with the credit ratings of Moody’s, Standard & 
Poor’s and Fitch. BCRA has already rated most of 
the leading local insurance companies. In 2004 
BCRA adapted the claims paying ability rating 
methodology for insurance companies from ICRA 
(An associate of Moody’s Investors Service). 

BCRA retains the long-term claims paying ability 
rating of ZAD „BULSTRAD VIENNA INSURANCE 
GROUP” iA and short-term rating ia-1 (outlook: stable). 
The officially adopted methodology for 
assignment of claims paying ability rating to 
insurance companies is used by BCRA 
(http://www.bcrabg.com/files/method_6.pdf). 
To elaborate the credit report and to award the credit 
rating, BCRA uses information from the rated 
insurance company, FSC, National Statistical 
Institute, BCRA`s database, consultants and other 
sources of public information.  

Characteristics of the general insurance market  
during the period under review: 
• GDP on direct insurance decreased in 2009, as 

well as in the first half-year of 2010; 
• As a result of the fair results from investment 
activity at the end of 2009 the companies of the 
Sector registered Positive Net Financial Result, 
which increased during the half-year of 2010. The 
main reason is the commenced recovery of the 
financial markets reflecting on the decrease of the 
investment expenses – mostly in lower negative 
differences from revaluation of their values.  
• Retention of high market concentration;  
• High intensity of competition and frequent change 
of the positions of the market participants;  

As of 30.06.2010 ZAD “BULSTRAD VIENNA 
INSURANCE GROUP” АD remains a leader position 
by market share. 
• The leading role of the vehicle insurances at the 
market is retained. 

During 2009 GDP on insurances of motor 
vehicles decreased by 2.9%, however, their relative 
share in the total GDP hasn’t changed significantly - 
71.6% (70.9% at the end of 2008). During the first 
half-year of 2010 GDP of vehicle’s insurances 
decreased by 4.0% as a result of the deteriorating 
state of the vehicles` market. The share of the 
premium income from vehicles`s insurances in the 
GDP increased to 70.9% (69.8% for the same period 
of 2009).  

In the update period the insurance sector 
operates in an unfavorable economic environment 
due to the effects of the global crisis upon the 
Bulgarian economy. The low demand of vehicles and 
immovable properties, limited access to bank credits, 
decline of the available incomes of the households, 
has restricted the demand of insurance services, 
which decreased the incomes of the companies 
operating in the Sector and intensified the 
competition between them. The future development 
of the insurance market is directly linked with the 
improvement of the macroeconomic environment in 
Bulgaria and overcoming the negative effects of the 
crisis. BCRA estimates the risk from the state of the 
Sector as being relatively high. 
 During the period under review the company 
ownership has changed. As a result of merger „TBI 
Bulgaria” АD acquired 97.08% of the capital of ZAD 
„BULSTRAD VIENNA INSURANCE GROUP”. The 
company continues following the adopted strategy of 
stable development. The optimization of the company 
activity is being continued. A joint project with ZK 
„Bulgarian properties”, including a cooperation of all 
back-office activities is in progress. The liquidity 

http://www.bcrabg.com/files/method_6.pdf
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claims for the vehicle’s insurances is moved to the 
liquidity centers of VIG Services. BCRA estimates 
the risk from shareholding structure and 
management as being low. 

During the period under review the decreasing 
trend of the realized GDP of the company is retained. 
At the end of 2009 the registered decrease was 
5.61%; as of 09.2010 – 8.58% on yearly basis. 
Though that the company retains its leading position 
at the market. The most significant decline (in 
absolute values) is monitored with Autocasco 
insurance in unison with the dynamics in Sector, as a 
whole. The durable trend of increase of realized GDP 
on insurance „Third Party Liability for motor vehicles” 
is retained; as of the end of 2009 it amounted to 
20%, and as of 9.2010 – to 17%. In the structure of 
the insurance portfolio changes have occurred with 
„Аutocasco” insurance and „Third Party Liability for 
motor vehicles” – the share of the first decreased (by 
5.5 %) on account of the share of the second 
(increase of 7.3 %). In comparative aspect the 
portfolio of insurances is relatively well diversified– 
the share of „Third Party Liability for motor vehicles” 
is similar to the average for the competitive group, 
whereas the share of the leading insurances is lower 
by 5.6 % compared to the leading insurance 
companies. In 2009 both Net and Gross Claims 
Ratios registered a decline (11 and 2 % 
respectively). Though that the values of the indicator 
„Net Claims Ratio” continue exceeding the average 
for the competitive group. During the first half-year 
the rating company registered significant growth of 
the claims in line of „Third Party Liability”  insurance 
(the claims are over the planned), as a result of 
which the Overall Net Claims Ratio exceeded 
significantly the average for the competitive group. 
The values of the Net Commission Ratio havent 
registered significant changes. The Expense Ratio is 
retained significantly lower compared to the average 
for the competitive group. The Combined Expense 
Ratio continue occupying unfavourable values for the 
Sector, as well as for the created competitive group. 
The value, registered in 2009 by the analyzed 
company, is lower compared to the average for the 
other leading companies. During the first half-year of 
2010 the reviewed indicator increased by ~8% on 
yearly basis and it is significantly higher compared to 
the average for the reference group, which is a 
negative factor from rating point of view. BCRA 
estimates the risk from the operating activity of 
the company as being moderate.  

During the period under review changes have 
occurred in the re-insurance programme of the 
companies. With a view of poor development of the 

risk on “Third Party Liability for motor vehicles” 
insurance an additional quota re-insurance contract 
with a leading insurer is concluded. A re-insurance 
quota contract “Casco Assistance for abroad” is also 
concluded. BCRA estimates the risk from re-
insurance activity of the company as being low. 

In the period under review the technical reserves 
decreased by 1% due to the decline of the Gross 
Direct Premium; the company has followed the 
regulatory requirements for coverage of the 
Technical reserves with assets (in accordance with 
the requirements of Insurance Code and Regulation 
27). As of 30.06.2010 anticipating growth is available 
on yearly basis in the amount of the investment 
portfolio (7.6%) in comparison with the average 
increase for the other companies operating in the 
Sector (6.9%). The values of investments in 
government securities are increased significantly (by 
44.3%) and of bank deposits (by 10.7%) and the 
value of the investments in debt securities different 
than government securities decreased (by 21%). As 
of 30.09.2010 the portfolio of ZAD „BULSTRAD 
VIENNA INSURANCE GROUP” increased by 19.3% 
on yearly basis and by 7.8% compared to the prior 
three-month period. In view of the decreasing levels 
on bank deposits, the investment policy is changed 
and active measures are taken to change the 
portfolio structure. Compared to the half-year of 2010 
the value of the investments in government 
securities (by 35.2%) and other debt securities (by 
133.6%) increased highly on account of the 
decrease of investments in bank deposits (by 15%). 
The volume of the investments in the daughter 
companies is increased (by 25.1%) in line of the 
acquisition of 87 % of the capital belonging to 
„Bulstrad Zdrave” AD; their relative share increased 
to 10%. The other investment assets change their 
values slightly ,however,  their share decrease due 
to the total increase of the portfolio. As of 30.09.2010 
the gained profitability is 2.9% (2.8% for the same 
period of 2009). The Net income from investment 
activity amounts to BGN 3 690 thousand and it is 
generated mainly by interests of deposits. BCRA 
estimates the risk from investment activity of the 
company is retained relatively low. 

During 2009 ZAD „BULSTRAD VIENNA 
INSURANCE GROUP” registered growth of 4.7% in 
Net Earned Income (compared to 8.21% on average 
for the Sector) and loss of insurance activity 
amounting to BGN 3 938 thousand (BGN 5 607 
thousand in 2008). Though the smaller loss, the 
rated company registered significant decline in Net 
Financial Result, determined by the lower investment 
income during the prior year. In line of decline of the 
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financial result the Return on Equity also decreased 
(0.2% compared to 4.2% for 2008). During the nine-
month period of 2010 Net Earned Income decreased 
(BGN 122 752 thousand compared to BGN 128 713 
thousand as of 30.09.2009). The loss from insurance 
activity increased (BGN 9 200 thousand) compared 
to the same period of the prior year (BGN 2 767 
thousand), due to the high claims on „Third Party 
Liability” insurance. Though the investment activity 
income increase on yearly basis, it is not able to 
compensate negative result from insurance activity 
and the company registers Negative Net Financial 
Result. In line of the registered loss the Equity 
decrease by 9.62% on yearly basis. At the end of 
2009 the Coverage Ratio was retained at the levels 
of the nine-month period since as well the actual 
profitability as the profitability frontier registered 
insignificant changes. During the nine-month period 
of 2010 the amount of the own resources, decreased 
with intangible assets, went down by ~16% on yearly 
basis, however, exceeded significantly the needed 
profitability. At the end of 2009 the values of the 
liquidity ratios were significantly higher compared to 
the gained in 2008. As of 30.09.2010 decline of the 
indicators was reviewed on yearly basis, however, 
their values are higher compared to the registered 
before the beginning of the crisis. In comparative 
aspect ZAD „BULSTRAD VIENNA INSURANCE 
GROUP” occupies a favorable position in the 
competitive group, however, it gained lower values of 
the Liquidity Ratios against the average for the 
general insurance market. BCRA estimates the risk 
from the financial state of the company is 
retained moderate. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Main Financial Indicators: 
 

Indicator / Year : 9.2010 2009 2008
Gross Direct Premium: 147 129  209 490  221 938  
% growth rate (year on year) -8.6% -5.6% 25.0% 
Net Direct Premium: 104 543  174 426  176 171  
Net Earned Income: 122 752  171 507  163 812  
Net profit -5 303 95  2 075  
Retention 71.1% 83.3% 79.4% 
Cross Claims Ratio 72% 50% 61% 
Net Claims Ratio 70% 63% 65% 
Expense Ratio 17.6% 17.6% 15.3% 
Commission Ratio 20.2% 21.7% 22.6% 
Combined Ratio 107.5% 102.3% 103.1% 
Equity 53 809  59 088  49 382  
Technical reserves 134 943  148 186  141 136  
Operating Leverage  290% 332% 
Financial Leverage 251% 251% 286% 
Liquidity Ratio 2.2% 4.7% 1.7% 
Return on Equity   0.2% 4.2% 
 

 
 

 
 

 
 
 

 
 
 

 
 

 
 


