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FINANCIAL STRENGHT RATING* Review Review 

Date of Rating Committee: 23.05.2019 03.06.2020 

Date of Publication: 27.05.2019 04.06.2020 

Long-term Rating : BBB BBB 

Outlook : Stable Stable 

Short-term Rating :  А-3  А-3 

Long-term National-scale Rating: АА- (BG) АА- (BG) 

Outlook: Stable Stable 

Short-term National-scale Rating: А-1+ (BG) А-1+ (BG) 

1) To see the full rating history, please see the chart at the bottom of the document. 
2) Prior to the present publication the credit rating and rating outlook was disclosed to the rated entity or related third party.  Following that disclosure 
amendments in the credit rating and rating outlook have not been executed; 
3) During the last 2 years, BCRA Credit Rating Agency AD has provided the following ancillary services: Information and analysis by economic activities 
from NACE.BG 2008 and Information product with aggregated data on results from the main activity of enterprises 

  
BCRA – CREDIT RATING AGENCY 

 

BCRA – Credit Rating Agency (BCRA) is the third 
qualified rating agency in the EU, registered under 
Regulation (EC) No. 1060/2009 of the European 
Parliament and the Council. The credit ratings, 
assigned by BCRA, are recognized throughout the EU 
and are entirely equal with the other ratings, recognized 
by European Securities and Markets Authority (ESMA), 
without any territorial or other limitations. 

 

At a session of the Rating Committee of BCRA, held on 
03.06.2020 a report of the review of the credit rating of 
the „DSK Bank” AD has been discussed. The session 
was run by D.Sc. (Econ.) Kiril Grigorov, in his capacity 
as a Chairman of the Rating Committee. The members 
of the Rating Committee discussed the grades of 
numerous credit rating factors and took the following 
decision: 

BCRA affirms the credit ratings assigned to „DSK 
Bank” AD as follows: 

 Long-term financial strength rating: BBВ, Outlook: 
„stable“, short-term rating: А-3; 

 Long-term national-scale rating: АА- (BG), Outlook 
„stable“, short-term national-scale rating А-1+ (BG). 

 

 

The officially adopted methodology of BCRA for 
assigning a rating to a bank is used: 
(https://www.bcra-
bg.com/files/bank_methodology_2018_en.pdf) 

The users of the rating can find information on the 
meaning of each rating category, including the 
definition of default in the published Global rating 
scale on the BCRA’s website: 
https://www.bcra-bg.com/files/global_scale_en.pdf  

 The report has been prepared and the rating – 
assigned, based on information, made available by 
the rated insurance company, Bulgarian National 
Bank, the National Statistical Institute, BCRA’s 
database, consultants and other public sources. 
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Operating Environment 

The year (2020) started positively for Bulgaria in 
political perspective, with the composition of the local 
authorities having renewed, progress in the preparation 
of the country for membership in the Banking Union 
and the respective inclusion of the Bulgarian Lev in the 
Monetary Mechanism II (ERM II). However, the 
emergence of the COVID-19 pandemic worldwide 
addressed the issue, turned into one of the main 
priorities in Bulgaria, as well as in all its political and 
economic partners. A state of emergency was declared 
in the country (March 13, 2020) due to the 
unprecedented crisis, followed by a number of 
legislative measures by the government to mitigate the 
negative economic impact. The effects are yet to be 
measured and evaluated and at this stage, the 
projections are at risk of inaccuracy due to global 
uncertainty about the outcome of the situation. The 
prospects for the development of the global economy 
are deteriorating significantly, and at the moment it is 
only clear that drastic measures to control the infection 
will generate a massive shock in many sectors, regions 
and markets, which will result in a global recession. 

 

Sovereign Risk 

The development of economic processes in the 
country, including in the context of the COVID-19 
pandemic, have been analysed in detail by BACR - 
Credit Rating Agency and affected the assigned 
unsolicited state rating of the Republic of Bulgaria. The 
changes in GDP and GVA by components are 
considered, as well as the dynamics of the indicators of 
the external sector. Bulgaria is entering the current 
crisis with a stable fiscal position. Due to the expected 
shortfalls in revenues and the incurred additional costs, 
a budget update was considered, thus the projected 
CFP balance changed to a deficit of BGN 3.5 billion or 
3% of the projected GDP. The elements of the update 
are evaluated and a new update is expected by the end 
of the year. 

The banking sector is assessed stable and the capital 
adequacy is sufficient. The package of measures 
announced by the BNB for further strengthening the 
capital and liquidity of banks and the mechanisms for 
deferral of due liabilities is presented.  

A Rationale of the updated rating of the Republic of 
Bulgaria is published at the site of BCRA: 
https://www.bcra-

bg.com/files/rating_republic_of_bulgaria_apr_2020_en.pdf.  

Banking System 

For the period of the update, the banking system 
remains stable.  Among the measures of the Action 
Plan of the Ministry of Finance in the process of the 
country's accession to the Banking Union were 
included asset quality review and stress tests of 
several Bulgarian banks. The results of the ECB's 
comprehensive assessment showed that in an 
adverse macroeconomic scenario, in two of the six 
banks, there was a capital shortfall, the same 
conclusion being made for both institutions by BNB 
AQR tests in 2016. At the beginning of 2020, the 
implementation of the capital plans of the two 
banks, coordinated with the supervisory authorities, 
for stabilization of their capital positions is 
underway. 

As of the end of 2019, 24 banks (of which 5 foreign 
branches) operated in the Bulgarian banking 
market, one less than in the previous year. Piraeus 
Bank Bulgaria AD became part of Eurobank 
Bulgaria AD. Likewise, in the first quarter of 2019, 
DSK Bank EAD acquired the Bulgarian business of 
Societe Generale Group - Societe Generale 
Expressbank AD. Following the change of 
ownership and before the final merger, the bank will 
operate as a separate credit institution under the 
brand of Expressbank AD.  The consolidation 
processes in the system are expected to result in 
higher concentration and further restructuring in the 
sector.  

Following the significant growth of the profit in the 
banking system reported in 2018 (42.9%), in 2019 
there was a slight decrease of 0.2% or BGN 3 
million. The net income from interest, fees and 
commissions retained its major importance but at 
slower growth pace, and the value of impairments 
was 11.9% lower in 2018. The nominal value of the 
generated profit remains high - BGN 1,675 million, 
representing a source of additional capitalization 
and a reserve for maintaining the stability of the 
sector. Therefore, the BNB decided to fully 
capitalize the profit for 2019 as one of the measures 
to further strengthen the capital of banks in the 
context of the crisis related to COVID-19  
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„DSK Bank“ AD 

After the increase of the share capital in the previous 
year (up to BGN 1,327,482 thousand, related to the 
acquisition by DSK Bank AD (DSK Bank, the Bank) of 
Societe Generale Expressbank AD, in 2019, no 
changes occurred in capital’s value. 

On April 30, 2020, the BNB approved the merger of 
Expressbank into DSK Bank. It was registered in the 
Commercial Registrar and also announced the change 
in the legal form of the latter into a joint-stock company 
due to the presence of Expressbank shareholders 
holding a minimum share of 0.2648%. 

The Hungarian OTP Bank is the majority 
shareholder, which in 2019 realized a net profit of HUF 
193,354 million (~ EUR 584 million) on an 
unconsolidated basis (a growth of ~ 11% compared to 
the previous year) and increased its balance sum by ~ 
19% on an annual basis. 

In 2019, the Supervisory Board changed members: 
Attila Kozsik (as of April 30, 2019) resigned and two 
new members appointed - Ilona Török and Christian 
Shelmetzi (as of August 19, 2019). Thus, as of 
December 31, 2019, the Supervisory Board is 
composed of: 

 László Bencsik - Chairman; 

 László Wolf - member; 

 András Takács - member; 

 Gábor Kunze - member; 

 Akosh Ferenc Tisa-Pap - member; 

 Ilona Török - member; 

 Christian Shelmetzi – member 

There were changes in the Management Board in 
2019, related to the appointment of three new 
members of the Management Board (as of March 25, 
2019) - Arnaud Rene Julien Löckler, Slaveyko 
Lyubomirov Slaveykov and Mihail Rumenov Komitsky 
and two members dismissed - Margarita Dobreva 
Petrova-Karidi and Dorothea Nikolaeva Nikolova (as of 
April 1, 2019). On September 18, 2019. Boyan Stefov 
is registered as an Executive Director. Thus, as of 
December 31, 2019, the Management Board is 
composed of: 

 Violina Marinova – Chair and Chief Executive 
Officer; 

 Diana Miteva – Executive Director and member;  

 Yuriy Genov – Executive Director and member;  

                                                 
1 UniCredit Bulbank, United Bulgarian Bank, First Investment Bank, 
Eurobank Bulgaria 

 Boyan Stefov – Executive Director and 
member;  

 Slaveyko Slaveykov – Executive Director and 
member;  

 Arnaud Löckler – Executive Director and 
member;  

 Mihail Komitsky – member. 

In 2019, for a fourth consecutive year, the capital 
base consisted only of Tier 1 capital. Mainly as a 
result of the already mentioned increase in the 
share capital, the capital base increased by more 
than twice, outpacing the reported growth in risk-
weighted assets (66.4%). Consequently, the total 
capital adequacy increased by 10.9 pp on an 
annual basis and reached its highest value of 
27.32% (16.42% at the end of 2018) for the last five 
years.   

In 2018, after the considerable decrease in the ratio 
of the net amount of non-performing exposures 
to capital base (with 33.04 pp annually.), a 
significant decrease (by 16.98 pp), to 9.90% at the 
end 2019 was observed. The latter is due to the 
simultaneous impact of the significant ascendant 
increase in the capital base and the shrinkage of the 
net amount of non-performing exposures (by 
17.0%). The value of the indicator at the end of 
2019 is the lowest for the bank in the last five 
financial years, while it is exceeding the average 
levels of the indicator for the banking system by 
over 9 pp and for the banks in the Group I of over 
10 pp.   

In terms of the indicator Return on equity, in 2019, 
the DSK Bank reported lower values than the 
average for: the banking system (by 3.04 pp), Group 
I banks (by 3.84 pp) and the reference group of 
banks (5.33 pp)1. 

At the end of 2019, the amount of leverage 
calculated for supervisory purposes significantly 
exceeded the minimum requirement, and the 
adjusted and unadjusted leverage levels were lower 
than the average for the banking system, the Group 
I banks and the reference group of banks1.  

In 2019, the attracted funds by the bank increased 
by 9.9% on annual basis, which is a slightly lower 
growth compared to the previous year (12.1% - at 
the same time the highest for the last four years). 
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The increase is due to the growth of deposits of citizens 
and households by 10.6% on an annual basis (10% for 
the previous year). The growth rate continues (for a 
second consecutive year) to be higher than the 
average for the banking system (8.4%), but lower than 
the average for the banks in Group I (14.0%). At the 
end of 2019, the DSK Bank ranked second in the 
banking system according to attracted deposits, 
holding a market share of 13.1%, compared to 12.9% 
a year earlier.  

There are no changes in the structure of the 
attracted funds and they remain dominated by 
deposits of individuals holding 80% share (79% for 
2018) and are mainly in BGN. In terms of maturity, 
“demand” deposits gradually increased, dominating 
the fixed term deposits, a result of the realised twofold 
growth rates.  

In the deposit portfolio, no significant concentration is 
observed.  

The growth in the value of assets of 10.0% on annual 
basis continues to be higher compared to the average 
growth rate of the banking system (7.9% for the 
adjusted sector, i.e., excluding the assets of the rated 
bank) but lower compared to the growth of the banks 
in the Group I (14.2% for the adjusted Group I banks).  

The increase of assets of DSK Bank for 2019 results of 
the strong growth of Investments in associates, 
subsidiaries and joint ventures - by over BGN 1.1 
billion due to the acquisition of 99.74% of the capital of 
Expressbank AD (formerly Societe Generale 
Expressbank AD) reported at the beginning of the year. 
Thus, the share of investments in the structure of the 
assets increased to 20.0% (from an average of about 
10% for the previous years). The leader in the 
structure, however, remains loans of 52.2% of total 
assets. In the merging Expressbank the share is 
significantly higher - 70.7% of assets at the end of 
2019, the year before the merger.  

The credit portfolio of DSK Bank remains traditionally 
dominated by retail exposures holding a share of 
65.3% of total loans.  

Again, in 2019 the non-performing loans of DSK 
Bank maintain the steady downtrend both in absolute 
terms and as a relative share in the loan portfolio but 
with a slower pace compared to the sharp decline in 
2018. However, the bank is in a favourable position in 
comparative terms of the lower level of the share of 
non-performing loans in the gross portfolio (7.8%) to 
the average for the banking system (9.2%) and the 

banks in Group I (10.0%) for the second 
consecutive year. In 2019, the main features of the 
quality of the credit portfolio are:  

 The amount of newly classified loans in the 
group of non-performing loans increased by 
27.3% during the year, after the registered 
strong decline of 65.3% in the previous 2018; 

 The gross ratio generating arrears 
registered a slight increase, remaining vastly 
low and in the favourable range of slightly over 
2% for a second consecutive year; 

 The net ratio generating arrears retained its 
negative value, which indicates the steady 
decline of the non-performing exposures; 

 The coverage of gross classified impaired 
loans registered a slight growth, however, the 
level achieved by the Bank is by over 20 pp 
higher than the average of the banking system 
and the banks in Group I; 

In 2019, the registered operating result is at about 
the same value as in the previous year – with a 
minimal decline of 0.3%, where the net interest 
income increased by 1.9% and is compensated by 
the growth of the operating costs by 4.7%.    

In 2019, the net financial result recorded an 
increase of 13.2% on an annual basis for the first 
time since 2015 reaching a value of BGN 245 875 
thousand.  

In a comparative aspect, the reported value of the 
return of interest-bearing assets at the end of 
2019 continues being higher than the average of 
the banking system and the banks in Group I 
maintaining the trend of shrinkage.   

The values of the Gross interest spread and the 
net interest margin continue to be higher than the 
average of the banking system and the banks in 
Group I. The differences between the compared 
groups’ indicators decline.  

At the end of 2019, the price of the interest 
liabilities of DSK Bank registered value, exceeding 
for the first time the average of the banking system 
and the banks in Group I, where the indicator 
continued to decline although at a slower pace.  

The reported value of the ratio Operating profit to 
Average size of assets at the end of 2019 is only 
by 0.01 pp, which is lower than the average for the 
banking system (2.34%) and by 0.25 pp lower than 
the average for the banks in Group I (2.58%).  
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Return on Assets is decreasing for a fourth 
consecutive year, although slightly in the last one (by 
0.09pp to 11.60%), which is the lowest value recorded 
in the analysed period. 

In terms of the ratio Current assets to attracted 
funds, at the end of 2019, its value (30.6%) positioned 
the bank close, although slightly below the average 
levels of the reference group of banks (31.1%).  

In 2019, the descending trend in the ratio Total loans 
to total deposits remained. Compared to the value of 
the indicator of 69.9% reported at the end of the period, 
the bank is in a favourable position - lower than the 
average for the reference group of banks by 2.3 pp.  

At the end of the period, the calculated liquidity 
coverage ratio for supervisory purposes is 

considerably above the minimum required (above 
triple excess – 330%).   

In 2019, DSK Bank again took the second position 
according to the value of assets, credit portfolio and 
deposit base, outpaced only by UniCredit Bulbank.  
With the expected merger of the assets and 
liabilities of Expressbank into the balance of the 
DSK Bank, it is expected that it will move closer to 
the values of the leading bank. 

 

 

 

  

 

 

 
In the review period, DSK Bank AD is reporting improvements in its activity and the achieved results, wherein 
part of the ratios are observed positive trends and advantages compared to the characteristics with the 
reference groups.  

Additional positive impact on the DSK Bank rating may have a sustainable improvement in the quality of 
the portfolio, increase in the profit and income ratios while maintaining steady levels of the capital adequacy 
and liquidity. An important factor for the future development of the bank with impact on the rating will have the 
successful merger of the acquired Expressbank AD with all operating features of the process and its influence 
in the quantifiable indicators for the activity of the merged bank.  

Negative impact on the rating may cause the eventual deterioration of the portfolio quality as a result of the 
adverse effects of the COVID 19 pandemic on bank's customers, as well as an outflow of some Expressbank’s 
customers, who might experience difficulties in responding to the requirements and standards of the services 
in both banks. 

 
 
Main Financial Indicators: 

(BGN’000; %) 2019 2018 2017 2016 2015 

Balance Sum 15 902 565 14 451 306 12 144 772 11 643 119 11 112 026 

Gross Loans 8 864 731 8 095 936 7 396 143 7 128 178 7 137 615 

Equity 2 924 040 2 668 482 1 557 622 1 537 210 1 596 856 

Total Interest Income 478 010 431 442 464 180  532 452 591 867 

Net Financial Result 245 875 217 178 262 024 282 195 305 804 

Total Capital adequacy 27.32% 16.42% 17.15% 17.63% 17.26% 

Net Interest Margin 3.26% 3.85% 4.52% 5.29% 5.82% 

Return on Assets 1.60% 1.69% 2.21% 2.47% 2.96% 

Gross classified exposures / Total loans  7.83% 9.68% 16.13% 18.60% 21.39% 

Net Ratio generating arrears -1.23% -6.60% -2.29% -3.59% -0.19% 

Liquidity n/a  n/a 25.38 31.33 28.27 

Liquidity Coverage 330% 416% n/a 219% n/a 
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*Rating History: 
 

FINANCIAL STRENGHT 
RATING 

Initial rating Update Update Monitoring 

13.5.2013 13.5.2014 11.5.2015 8.9.2015 

Long-term Rating: ВВВ ВВВ BВВ 
ВВВ   

(under review) 

Outlook : Stable Stable Stable - 

Short-term Rating : А-3 А-3 А-3 
А-3  

(under review) 

 

The ratings displayed in the table above are assigned under the preceding Methodology for assigning a financial strength 
rating to banks and are not directly comparable with the ratings assigned after the entry into force of the current 
methodology as of September 2015 (the table below).  

 

 

FINANCIAL STRENGHT RATING* Monitoring Review Review Review Review 

Date of Rating Committee: 27.01.2016 10.05.2016 11.05.2017 22.05.2018 23.05.2019 

Date of Publication: 12.02.2016 11.05.2016 16.05.2017 25.05.2018 27.05.2019 

Long-term Rating : BBB- BBB- BBB- BBB BBB 

Outlook : Negative Negative Stable Stable Stable 

Short-term Rating : А-3 А-3  А-3  А-3  А-3 

Long-term National-scale Rating: АА- (BG) АА- (BG) АА- (BG) АА- (BG) АА- (BG) 

Outlook: Stable Stable Stable Stable Stable 

Short-term National-scale Rating: А-1+ (BG) А-1+ (BG) А-1+ (BG) А-1+ (BG) А-1+ (BG) 

 


