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BCRA – CREDIT RATING AGENCY 

 

BCRA – CREDIT RATING AGENCY AD (BCRA) is 
the third qualified rating agency in EU, registered under 
Regulation 1060/2009 of the European Parliament and of 
the European Council. The credit ratings, assigned by 
BCRA, are recognized in the whole EU and are entirely 
equal with the other ratings, recognized by European 
Securities and Markets Authority (ESMA), without any 
territorial or other restrictions. The rating scale of BCRA 
coincides with the scale of Standard & Poor’s. 

BCRA – CREDIT RATING AGENCY AD changes 
the long-term rating of financial strength of 
„CIBANK” EAD from ВВВ- to BB+ (outlook: 
stable) and short-term rating B.  
BCRA uses the officially adopted methodology for 
assignment of financial strength rating of banks 
(http://www.bcra-bg.com/files/file_66.pdf). 
    

To elaborate the report and assign the rating, 
the information, provided by the rated bank, BNB, 
NSI, BCRA`s database, consultants and other 
sources of public information is used.  

During the last period of 2013 significant 
deterioration has occurred in the political 
situation in Bulgaria. After a quick escalation of 
civil protests in February which led to the 
resignation of the government, the management 
was taken over by a caretaker government - with 
authorities limited to the current affairs of 
Bulgaria and the priority related to the preparation 
and holding of early elections. In the period of 
administration of this government reforms were 
not made meeting the demands of the protesters 
and restoring confidence in the political parties. 

The preliminary data on the results of 
parliamentary elections on 12.05.2013 predict that 
it will be impossible for the newly elected 
parliament to form a stable government. In case a 
government of experts is composed, its activity, 
regardless of political force or forces to support, 
is most likely (given the opposition of the two 
largest parliamentary parties) to be hindered to a 
great extent by a strong opposition. There is a 
danger the political crisis will deepen and civil 
unrest escalates. In such a situation new elections 
are not excluded - as early as this fall or in the 
spring of 2014, together with the European 
Parliament elections. In assessing the political 
stability of the country, the public prosecutor 
ongoing investigations into the key ministers who 
resigned office and the results which could have a 
further impact on the state of the political climate 
have to be taken into account. 

Along with the deteriorating political 
situation in the country there are no significant 
positive changes in the economic environment. In 
2012 Bulgaria's economy continued to be 
influenced by the negative effects of the changes 
occurred due to international financial and 
economic crises during the period 2009 to 2012. 
Although real GDP growth registered a slight 
improvement, there is a steady upward trend in 
unemployment plus a continuing decline in FDI 
and the deterioration of the business climate (by 
data of NSI). A adverse external influence is 
observed on the perspectives for economic 
recovery in Bulgaria - a decline in the EU 

http://www.bcra-bg.com/files/file_66.pdf
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economy, which is the main trading partner of 
Bulgaria and recession in the Eurozone. 

 
The main factors that determine the functional 

environment, in which the banks in Bulgaria operate 
as of the moment of preparation of the rating report, 
are: 
 - still unstable recovery of the economy: since the 
end of 2010 a slight growth of Gross Domestic 
Product is witnessed by 0.4% a real annual change 
rate for 2010 and 1.7%

1
 for 2011. For the nine months 

of 2012 there is a growth of GDP by 0.9%
2
 year on 

year; 
-      slight growth of direct foreign investments in 
Bulgaria, but still a low investment activity; 
- provision of financial resource for financing the 
activity of the banks mainly through operations on the 
domestic market; 
-  growth in the size of borrowings, despite the 
decrease of the interest rate on deposits from the side 
of the banks; 
-     preservation of low rates in the growth of crediting; 
-     delay of the upturn of non-regular loans as of the 
end of 2011 and the third quarter of 2012. 
 

“CIBANK” EAD operates as a universal 
commercial bank certified by BNB. The Bank is 
oriented to serve various types of customers from 
enterprises to physical persons – from companies to 
physical persons. Although traditionally the Bank 
works with corporate customers, in accordance with 
the adopted strategy, also following the traditions of 
КВС, CIBANK is oriented permanently to services 
directed to physical persons and small and medium 
sized enterprises.  

Recently CIBANK is recognized for a primary 
dealer of securities, an investment broker in the sense 
of Financial Instrument Market Law, a bank trustee in 
accordance with the Code of Social Security. 

As of the moment of preparation of the credit 
rating report the shareholding capital of „CIBANK” 
EAD is distributed in 2 793 251 ordinary registered 
shares with the right to vote and nominal value of 10 
BGN each,which are possessed 100 % by KBC Bank 
Belgium.  

The management of the Bank is two-tier, 
performed by Supervisory and Management Council. 
The Supervisory Council has three members, 
representatives of the shareholder and a solely owner 
of the capital. Recently, the Board of directors of the 

                                                 
1
 Data of NSI in advance in 2011 

2
 Data of NSI in advance for the third quarter of 2012 

rated bank is composed by five members; three are in 
the country team of KBC Group for Bulgaria. As part 
of the group of KBC, the Bank shares the mission for 
orientation to the needs of the customer – through 
efficiency, spirit of entrepreneurship and ability for 
innovations.  

The registered shareholding capital of 
“CIBANK” EAD as of 30.09.2012 is in size of BGN 
227 932 510.  
 For the period since the end of 2007 to the third 
quarter of 2012 the capital basis retains its level with 
a slight cumulative decline of about 2.0%. The highest 
share of 39.9%, the Bank registered in 2008, as since 
2009 the downtrend launched. Despite the increases 
of the capital and subordinated term debt during the 
period of surveillance (from 2007 to 09.2012), main 
reason for the decreases in the capital basis is the 
trend for constant increase of the size of the specific 
provisions for credit risk by the end of 2010.  

The decline in the risk weight assets caused a 
considerable influence on the stable levels of the 
capital adequacy of the rated bank, despite its 
increasing size of the allocated specific provisions, 
clearly pronounced after 2008. Their cumulative 
decline from 2008 to 09.2012 was 22.89%, as in the 
first nine months of 2012 they registered a slight 
growth of 0.43%. 

For 2008 the rated bank achieved higher 
levels of capital adequacy than the second group of 
banks, as well as than the bank system as a whole. 
From 2009 to 09.2012 CIBANK retained levels of total 
capital adequacy exceeding the regulatory 
requirements of BNB, but which are lower than the 
average values for the banks from second group, as 
well as for the bank system as a whole. The non-
adjusted and adjusted levels of the leverage 
registered by the Bank, recorded a downturn for the 
period from 2007 to the third quarter of 2012. 

The Return on equity is on a relatively low 
level. The proportion Net size of the classified 
exposures to Capital basis is higher compared to the 
average for the bank system, but since the end of 
2010 the share of non-served loans is retained 
constant, while this of the regular exposures 
increased. During this period the non-served loans in 
the bank system increased and the regular ones 
decreased. 

For the whole analyzed period the resource 
base of the bank decreased cumulatively by 5.3%, 
characterizing with volatility during the years. Due to 
the higher rates of decline in the deposits from 
individuals and households and non-credit institutions 
compared to the decrease of the total resource basis, 
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the share of the deposits registered a decline during 
the analyzed period and as of September 2012 it is in 
size of 76.0% compared to 90.0% in 2007. In 
comparative aspect as of September 2012 the 
participation of the deposits from individuals and non-
credit institutions is lower compared to the average for 
the bank system (82.4%) and second group of banks 
(83.0%). The rated bank aimely decrease its deposits 
during the last three years, since it has overliquidity 
and reestimated steady downwards the price of the 
borrowings. 

The Bank registered a subordinated term debt 
during the whole analyzed period. Its participation is 
the lowest in 2007 – 1.1%, but having in mind the 
registered growth during each of the years, as of 
September 2012 it formed 8.2% from the borrowings.  

 In the period from 31.12.2007 to 31.12.2011 
the value of the assets of CIBANK retained without 
any considerable change (cumulative growth of 
0.05%). During the nine-month period of 2012 the 
assets registered a slight decrease of 0.09% 
compared to the end of 2011, while these in the bank 
system registered growth of 4.02% for the same 
period.   

The structure of the assets is dominated by 
the loans to physical persons and enterprises. The 
percent of the net loans decreased since 2008 by now 
respectively by 76.40% at the end of 2008 by 60.25% 
as of the end of September 2012. The participation of 
the investments in the total size of the assets is 
relatively low in the period from 2007 - 2010, but in 
2011 and the nine-month period of 2012 it registered 
an increase and as of the end of the period under 
review it reached 12.21%. As a whole the investment 
portfolio of the bank is composed mainly by debt 
instruments of Bulgaria. 

As of September 2012 the exposures to 
enterprises with a share of 59.3% are leading by size 
from the gross size of the loans followed by the 
exposures in retail by 37.7%. The Bank has formed a 
comparatively well diversified loan portfolio by 
economic sectors. The leading sectors are 
construction, industry and trade. Regarding the 
maturity structure the loans with maturity over 5 years 
dominate.  

We assess positively, from rating point of 
view, the fair level of coverage of classified loans from 
depreciation and specific provisions, which to some 
extent decreased the level of the risk from the quality 
loan exposures. As of the end of the period under 
review the fifteenth biggest exposures of the bank 
formed 24.7% from the loan portfolio of CIBANK. 

At the beginning of the analyzed period Gross Interest 
Spread and Net Interest Margin of the rated bank 
registered an increase, then the downturn occurred, 
as their level is below the average for the bank 
system. The Return on assets of CIBANK follows a 
downturn during the analyzed period, as its highest 
value is 2.25%, achieved during the first year (2007) 
from the period. In next two years the Return on 
assets decreased by 0.45% in 2008 and 0.14% in 
2009. In 2010 the negative trend retained, despite by 
a lower rate – return on assets reached to 0.12%. In 
past year, however, CIBANK registered high by size 
net loss as a result of the considerable expenses for 
depreciation, which led to Negative return on assets 
for the period, also as of 09.2012г.

3
 The high 

depreciation expense during the passed 2011 is a 
result of the adopted from KBC Group an extremely 
conservative policy regarding the security of the 
quality of credit portfolio.  

The level of Liquidity Ratio of the third quarter 
of the recent year is close to the maximum registered 
level for the passed 5 years. In comparative aspect for 
the period from 2007 to 09.2012 by the indicator 
Current assets to Total liabilities regardless equity, the 
rated bank occupied a relatively good liquid position 
by registering values over the average for the 
reference group of banks (except 2008 and 2009). In 
a case of a liquid need CIBANK has negotiated 
financing from KBC Group in size of EUR 350 mln.  

At the beginning of the period under review 
(from 2007 to 9.2012) CIBANK occupied the eight 
position by size of the assets in the bank system. In 
2008 it went to the tenth position, which also kept in 
2009. In 2010 the Bank is eleventh by size of the 
assets and remained on this position during the next 
year and as of 9.2012. 

By size of the granted loans in 2007 and 2008 
CIBANK took the ninth position, and in the next two 
years – the tenth position in the bank system. In 2011 
the bank went to the eleventh position and remained 
on it as of the end of the nine-month period of 2012. 
As a whole the rated bank increased its market share 
in the segments of consumer and mortgage crediting, 
as well as with crediting of cars. 

In 2007 and 2008 CIBANK took the eight 
position among the banks in Bulgaria by size of the 
borrowings. Due to the constant policy of decrease of 
the interest percents on deposits during the next year 
it went to the ninth position, whereas in 2010 – to the 
twelfth. As of the end of 2011 the Bank occupied the 

                                                 
3
 The calculation of the indicator is by ТТМ method on a 

quarterly basis. 
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eleventh position, but as of the nine-month period of 
2012 it was in the twelfth position by size of the 
deposits. 

The Bank uses a considerable number of 
specialized software products, covering the whole 
activity. 

 
 

 

 
 
 
 
 
 
 
 
 

Basic Financial Indicators: 

(thous. leva)  9.2012 2011 2010 2009 2008 2007 

Balance Sum 1 968 188 1 970 053 1 871 359 1 918 544 1 837 527 1 969 1384 

Gross Loans 1 309 476 1 321 706 1 400 040 1 442 747 1 448 736 1 043 042 

Equity 291 126 274 353 289 494 208 234 205 601 197 251 

Total Interest Income 76 286 106 060 120 713 139 555 128 700 98 026 

Net Financial Result 8 011 -55 757 2 337 2 564 8 307 35 287 

 

                                                 
4
 The paid interests in advance are reported in the sum of year of 2007 that since 2008 by now are recorded as a 

corrective of the deposits. 


