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FINANCIAL STRENGTH RATING * Monitoring Update Update Update 

Date of Rating Committee: 27.01.2016 10.05.2016 11.05.2017 22.05.2018 

Date of Publication: 12.02.2016 11.05.2016 16.05.2017 25.05.2018 

Long-term rating: BBB- BBB- BBB- BBB 

Outlook: Negative Negative Stable Stable 

Short-term rating: А-3 А-3 А-3 А-3 

National-scale long-term rating: АА- (BG) АА- (BG) АА- (BG) АА- (BG) 

Outlook: Stable Stable Stable Stable 

National-scale short-term rating: А-1+ (BG) А-1+ (BG) А-1+ (BG) А-1+ (BG) 

**To become familiar with the full rating history, please, see the table at the bottom of the document. 
 

  
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 of the Council. The credit ratings, 
assigned by BCRA, are recognized throughout the EU and 
are entirely equal with the other ratings, recognized by the 
European Securities and Markets Authority (ESMA), 
without any territorial or other restrictions.  

„BCRA – Credit Rating Agency“ (BCRA) updates 
the ratings assigned to “DSK Bank” ЕАD as 
follows: 

 Upgrades the long-term financial strength rating: 
from BBB- to ВВВ, affirms the outlook: „stable”, 
affirms the short-term rating: A-3; 

 Affirms the national-scale long-term: AA- (BG), 
outlook: „stable”, national-scale short-term 
rating: A-1+ (BG). 

The long-term financial strength rating is upgraded 
due to the assigned on May 4, 2018 sovereign 
rating of Republic of Bulgaria1 – upgrades the long-
term rating from ВВВ-, outlook „positive“ and 
short-term rating нА-3, to long-term rating нВВВ, 
outlook „stable“ and short-term rating нА-3, and in 
view of the fact that the rating of the respective 
country is a ceiling for the assignment of financial 

                                                 
1 https://www.bcra-bg.com/files/rating_republic-of-
bulgaria_may_2018_bg.pdf  

strength rating to a bank. As a result of the 
upgrade of the sovereign rating of Republic of 
Bulgaria, the limit of the base rating of DSK 
Bank is withdrawn, thus it aligns with the 
financial strength rating.  . 

The officially adopted by BCRA methodology 
for assigning financial strength ratings to 
banks is used (https://www.bcra-
bg.com/files/bank_methodology_2018_bg.pdf
). 

The report has been prepared and the credit rating 
assigned based on the information, provided by 
the rated bank, the Bulgarian National Bank, the 
National Statistical Institute, BCRA`s database, 
consultants and other sources of public 
information.  

Since the formation of the ruling coalition GERB - 
United Patriots in April 2017, the political situation 
in Bulgaria remains stable. The Presidency of the 
EU Council, started January 1, 2018, is the main 
challenge for the country’s external relations.  

In 2017, the economy is expanding by 3.6% (3.9% 
in 2016), with the main contribution of domestic 
demand and export of goods and services. 

https://www.bcra-bg.com/files/rating_republic-of-bulgaria_may_2018_bg.pdf
https://www.bcra-bg.com/files/rating_republic-of-bulgaria_may_2018_bg.pdf
https://www.bcra-bg.com/files/bank_methodology_2018_bg.pdf
https://www.bcra-bg.com/files/bank_methodology_2018_bg.pdf
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In 2017, the foreign direct investment flows reduces by 
BGN 129.5 million compared to a year earlier amounts 
to BGN 950 million or 1.9% of GDP. More than half of 
the investment flows (56.5%) are registered in the form 
of debt instruments. The investments in equity report 
decline of 70.5% on a yearly basis. 

The upward trend in the reserve assets of Bulgarian 
National Bank is affirmed as a result of the 
improvements in current account.  

The data for the labour market in 2017 reports record-
high indicators for the economic activity and 
employment rates. Ascending remains the labor 
income trend. Unemployment ratio also comes close to 
its pre-crisis levels (5.7 % for the last quarter of 2017).  

In the period 2014-2016 the price level in the country is 
characterized by deflation processes. Since middle of 
2017 the deflation is overcome and the average annual 
price reaches 1.2 % (measured by the HICP) as at year 
end.  

Public finance indicators are improving, backed by the 
robust economic activity in recent years. The budget 
balance under the Consolidated Fiscal Programme 
(CFP) posts a surplus as of end of 2017, amounting to 
0.9% of GDP as shown in the preliminary data of the 
Ministry of Finance. 

The CFP for 2018 projects a budget deficit amounting 
to 1.0% of GDP. The government declares its intention 
to pursue a policy of gradual consolidation and plans to 
achieve a balanced budget in 2020. 

As of end- 2017, the public debt stands at EUR 13 054 
million (state and state guaranteed) and equals to 
25.6% of GDP.  Compared to the end of 2016 the debt 
decreases both in nominal terms (-6.9%) and as a 
percentage of GDP as a result of payment of a large 
amount of state government securities issued in the 
local market and international capital markets. The 
level of debt of the sector “State management” 
continues to be a positive factor for Bulgaria in a 
comparative aspect to the EU. In comparative 
perspective, Bulgaria retains its leading position 
among the Member States at the lowest level of 
government indebtedness being outpaced only by 
Estonia and Luxembourg.  

For the period under updating the banking system 
remains stable and is characterized by a decline in 
non-performing loans and retention of the high levels 
of liquidity and capital adequacy. For the favourable 
state of the Bulgarian banking sector testify the 
successfully conducted asset quality review and stress 
tests for banks sustainability (announced in August 

2016).  

During the analyzed period the shareholding 
structure of the DSK Bank remains unchanged.  
Solely shareholder is “OTP Bank” (Hungary). 
According to the consolidated Financial 
Statements, “OTP Bank” generates net profit at 
the amount of 281 339 million HUF (~907 million 
EUR), which is 39.0% increase compared to the 
previous year. The Group’s Balance Sheet 
increases by 17.7% in 2017.   

In the table below are shown the subsidiaries and 
associated companies of DSK Bank as of the end 
of 2017, which remain unchanged during the 
update period. The Bank does not participate in 
OTP Factoring Bulgaria, but has a substantial 
impact on its financial and operating activities, and 
therefore consolidates its statements.   

 

Subsidiaries and associated 
companies 

2017 

(thousand BGN; %) Amount  Share 

DSK Tours EOOD 8 491 100.00% 

POK DSK – Rodina AD 10 972 99.75% 

DSK Assets Management AD 12 061 66.00% 

DSK Bul-project OOD 0 0.00% 

DSK Trans Security EOOD* 2 225 100.00% 

DSK Leasing AD** 1 962 60.02% 

Company for cash services AD 2 490 20.00% 

DSK Mobile EAD 7 200 100.00% 

 45 401  

* DSK Trans Security EOOD is 100% owned by „DSK Tours” EOOD 
**DSK Leasing AD owns 100% of the capital of DSK Autoleasing EOOD, 
Operational Leasing EOOD, DSK Insurance Broker EOOD 

The composition of the Supervisory Board 
remains unchanged during the period under 
review. In August 2017, in the composition of the 
Management Board as a member is included Mr. 
Boyan Stefov, who is managing “Corporate 
Banking”.  

During the period there are no substantial 
changes in the branch network. In a comparative 
aspect to the previous year, the number of 
branches has been reduced with 2, as well as the 
number of bank offices - with 8.  

In 2017, the registered share capital remains 
unchanged and is at the amount of 153 984 
thousand BGN.  
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In 2017, the Bank does not report Tier 2 capital (as well 
as in 2016) and its capital base is only composed by 
Tier 1 Capital, which has increased by 2.0%. The risk-
weighted assets increased and outpace the capital 
base, therefore the capital adequacy decreased by 
0.48 p.p. to 17.15 % (17.63% in 2016). The surplus in 
the equity, calculated according to the new regulations 
and the 8% rate of the capital requirements of the risk-
weighted assets, reported slight decrease on a yearly 
basis (below 1 %, 1 994 thousand BGN), and drops 
from 595 260 thousand BGN to 593 266 BGN.  

In 2017, the ratio net classified exposures to capital 
base slightly grow, below 1 p.p., due to insignificant 
outpace in the upward trend of net amount of classified 
exposures to the capital base. For the period since 
2013 the indicator decreases by 17.7 p.p., while in 
2013 its value is 77.6 %. 

The rate of return on equity reports decline of 1.1 p.p. 
compared to 2016. The reported level amounts at 
17.87% which is considerably above the average for 
the banking system (9.60%) and the First group of 
banks (9.81%).  

In 2017, the attracted funds by DSK Bank increase by 
4.2 %, which trend is retained in last few years. The 
ascending trend is supported by the growth of deposits 
of households and citizens, while the deposits of non-
financial and financial institutions are decreasing by 
8.5% and 74.1%, respectively.  

As of the end of 2017 the relative share of the 15-th 
biggest deposits does not indicate a concentration. 

In 2017, the assets of DSK Bank continue to grow - by 
4.3 %, which is a slight decline compared to the 
previous three years. The increase in assets share is 
closer and a bit lower than the total level for the banking 
system. 

Considerable growth of the investments is registered in 
last three years – 34.9 % for 2017, compared to 28.3 
% for 2016 and 84.7 % for 2015 for which the nominal 
increase is more than three times. Thus, their share in 
the assets structure reached 13.5 %, 40.4 % a year 
earlier and 8.5 % for 2015, taking second relative 
share. The debt instruments hold major share in the 
portfolio structure (96.3 %), with government securities 
taking the largest share – 85.1%. 

The credit portfolio of DSK Bank reports real growth (as 
gross and net size of the loans) after three-year period 
at a stand-still.  The increase of 3.8 % of gross loans 
and 6.6% of net loans retains their share at 55%, which 
determines their leading share in the assets structure. 
The retail exposures dominate in the credit portfolio, 

but the growth in loans to non-financial institutions 
for a second consecutive year increases by 10 % 
on a yearly basis, with growing share in the credit 
portfolio up to 34.8% for 2017, and 29.9 % a year 
earlier.  

In the sector structure of the corporate credit 
portfolio there are no substantial changes 
observed, there is only affirmation of trends. 

The maturity structure for corporate clients 
remains well diversified with biggest share of 42 
% of the credits with residual maturity up to 1 year. 
The credits to individuals (retail banking) holds 
larger share in the exposures with above 5 years 
residual maturity. In 2017, there are no any 
substantial changes in the original size of credit 
portfolio structure.   

In 2017, the descending trend of non-performing 
loans continue both in absolute terms and as a 
relative share in the credit portfolio.  It results in 
continuing decline in the share of non-performing 
loans of the gross portfolio by 2.5 p.p. down to 
16.1 % from 18.6% at the end of 2016. The value 
of 1 p.p. is slightly above the average for the 
banking system during the same period (14.8%) 

In 2017, the coverage of gross credit portfolio of 
impairments declines to 8.3% (from 10.7% in 
2016), however remains above the average for 
the banking system (7.8%), and slightly lower than 
that of the First group of banks (8.9%). The 
downtrend in all processes is observed for a 
second consecutive year. The coverage of gross 
classified loans also reports decline - to 51.3% 
compared to 57.5% a year earlier. 

In 2017, the value of the indicator Return on 
interest bearing assets continues to follow 
downward trend. Despite that, the bank continues 
to hold favourable position by level of the indicator 
of 4.80%, which is by 0.83 p.p. above the level for 
the sector and by 0.65 p.p. higher of the average 
level for the First group of banks.  

In 2017, the downtrend in the price of Interest 
liabilities is overcome and it grows to 0.28% 
(0.14% in 2016).  The Bank continues to hold a 
favourable position with substantially lower values 
than the average for the banking system (0.43%) 
and the first group of banks (0.45%).  

The values of gross interest spread and net 
interest margin for the rated bank report decrease 
and in 2017 in a comparative aspect they continue 
to be higher than the average level for the banking 
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system and the First group of banks.    

The value of the indicator Return on Assets decreases 
for a second consecutive year reaching 2.21%, despite 
that fact, DSK Bank reports the highest value of the 
indicator compared to all banks.  

DSK Bank generates net profit for 2017 at the amount 
of 262 024 thousand BGN, a decrease of 7.1% on a 
yearly basis. The decline is a result of the net interest 
income (14.1%) and as a major factor is the decrease 
in average interest market levels. On other hand, the 
value of interest liabilities increases and reaches levels 
above 100% on a yearly basis.  

In 2017, the decrease in the share of equity to the value 
of total liabilities continues and at the end of the year 
reaches 12.9%, which is similar to the average of the 
banking system and by 1 p.p. lower of the average for 
the First group of banks.    

Following the growth in the liquidity ratio in 2016, in 
2017 the indicator drops from 31.33% to 25.38%. In a 
comparative aspect, the ratio remains considerably 
lower than the average for the sector and for the First 

group of banks. This in the context of over-liquidity 
of the system is not assessed as a disadvantage. 

Although with a slower rate the downtrend in the 
ratio of loans to deposits is maintained and at the 
end of 2017 it reaches 71.9 % (72.8% in 2016), 
however the downtrend continues. The value 
reported by the Bank is a slightly lower compared 
to the average level for the reference group 
(73.1%).  

BNB recommends with respect to Ordinance 11, 
the ratio of the liquid assets to attracted funds from 
individuals and households and institutions 
different than credit institutions being at least 20%.  
Despite the decrease in its value, DKS Bank 
reports a level above the required one – of 
35.73%.  

In 2017, DSK Bank continues to rank second 
according to size of assets, credit portfolio and 
deposit base, lagging behind only from Unicredit 
Bulbank.  

 
Main Financial Indicators: 

(thousand BGN)  2017 2016 2015 2014 2013 

Balance Sum 12 144 772 11 643 119 11 112 026 9 975 568 8 880 796 

Gross Loans 7 396 143 7 128 178 7 137 615 7 115 969 7 117 006 

Equity 1 557 622 1 537 210 1 596 856 1 561 374 1 492 924 

Total Interest Income 476 888 535 245 594 460 597 007 617 029 

Net Financial Result 262 024 282 195 305 804 226 026 193 791 

Return on Assets 2.21% 2.47% 2.96% 2.45% 2.19% 

*Rating History: 

The ratings displayed in the chart 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. 

 

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) 
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