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CREDIT RATING* Review Review 

Date of Rating Committee: 09.08.2017 26.09.2018 

Date of Publication: 10.08.2017 27.09.2018 

Long-term Rating: ВВ ВВ 

Outlook: stable stable 

Short-term Rating: В В 
 

  

Long-term National-scale rating: ВВВ (BG) ВВВ (BG) 

Outlook: stable stable 

Short-term National-scale rating: A-2 (BG) A-2 (BG) 

* За да се запознаете с пълната рейтингова история, моля, вижте таблицата в края на документа. 

  
BCRA -  CREDIT RATING AGENCY 

 

BCRA - Credit Rating Agency (BCRA) is the third 
qualified rating agency in the EU, registered under 
the Regulation (EC) 1060/2009 of the European 
Parliament and of the Council. The credit ratings, 
assigned by BCRA, are recognized throughout the 
EU and are equal with the other ratings, 
recognized by the European Securities and 
Markets Authority (ESMA), without any territorial or 
other restrictions.  

In connection with the performed annual review of 
the activity of “Etropal” AD, the BCRA made a 
motion to confirm the assigned ratings, as follows: 

 Long-term credit rating: ВВ, short-term credit 
rating: В; 

 Long-term National-scale rating: ВВВ (BG), 
short-term national-scale rating: А-2 (BG); 

 Confirms a „stable“ outlook of all ratings; 

For the assessment of Etropal AD, BCRA takes 
into consideration the improved results from the 
activity in last year (as a direct result of the 
increased amount of sale revenues), in line with 
the improvement of liability structure. Negative 
impact on company performance continues to be 
the high level of the receivables and the collection 
risk for a part of them.  

The officially adopted methodology for assigning 
corporate credit ratings to a group of companies 
and/or separate companies in the group is in use: 
https://www.bcra-
bg.com/files/Holding_Methodology_2016_bg.pdf  

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

The political situation in Bulgaria remains stable. In 
2017, the Bulgarian economy grows by 3.6 % 
(3.9% in 2016) with the main driver the domestic 
consumption. Final consumption growth 
accelerated to 4.5% on an annual basis, with 
positive developments in both private and 
government spending. Supported by continued 
income and employment growth, household 
consumption grows by 4.8%. Positive contribution 
to the economic growth bring the fixed capital 
investments - 3.8% (after the registered decrease 
of 6.6% in 2016). Net exports contributed 
negatively to the country's GDP growth in 2017. 

As of the end of 2017, the foreign reserves of the 
Bulgarian National Bank amount to EUR 23 662 
million 46.9 % of GDP, which is a solid buffer used 
by the Central bank for guaranteeing the stability of 
the currency board in the country and to avoid 
potential external shocks.  

In 2017, the FDI flow continues to decline down to 
1.9% of GDP (nominal decline of 12% compared to 
2016).  

The labour market data report record-high 
indicators of economic activity and employment of 
the population. The trend in labour income is also 
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upward. The unemployment rate lowers, almost 
approaching its pre-crisis levels (5.7 % for the last 
quarter of 2017).  

The average annual price change, measured by 
the HICP, records rising positive values. For the 
last six months (September 2017 – March 2018) 
the inflation reached 1.4% while the accelerated 
growth in services’ prices and rising administrative 
prices have a more significant contribution to the 
inflation in the country, while the impact of 
international prices is weakening for the first three 
months of 2018.   The internal factors, which also 
contribute to the increase in the price index, are 
the growth in incomes and households 
consumption. 

Public finance indicators are improving, backed 
by the robust economic activity in recent years.  
Since 2016, the budget balance under the 
Consolidated Fiscal Programme (CFP) posted a 
surplus, in 2017, the tendency is maintained and 
the budget balance is positive for a second 
consecutive year. The balance under CFP 
amounts to BGN 846 million (0.9 % of the GDP) 
and both the national budget and the EU funds 
register surpluses. The budget target for 2017 was 
a deficit amounting to 1.4 % of the GDP, i.e. the 
balance registers growth of 2.3 p.p. against the 
forecast.  

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 its updated medium-term deficit 
target amounts to 0.5 % for 2019 and plans to 
achieve a balanced budget in 2020. No significant 
changes in tax policy are planned during the 
projection horizon. The maintenance of a policy for 
gradual consolidation is a prerequisite for 
minimizing the negative impact of the fiscal policy 
on the economic activity.  

The level of the government debt as a 
“government debt to GDP” ratio drops to 23.9 % 
(against 27.4% at the end of December 2016).  
The country has a significantly lower level of 
government debt compared to the Maastricht 
convergence criterion of 60 %. In a comparative 
aspect, Bulgaria retains its third position among the 
Member States at the lowest level of government 
indebtedness being outpaced only by Estonia 
(9.0%) and Luxembourg (23.0%). 

The banking system of the country remains 
stable, characterized by continuous growth in 
assets base. The preceding two-year favourable 
trends in the Bulgarian banking sector (that was 
confirmed in the successfully conducted asset 
quality review and stress tests for sustainability) 
are continued in 2017. Liquidity and capital 
adequacy ratios stay high and profitability in the 
system is at competitive levels. Deposits of the 
non-financial sector continue to follow their upward 
movement, providing a stable liquidity for banks. 
As of end-2017, lending is more active, in line with 
expectations, based mainly on the contribution of 
the household segment.  The non-financial 
corporations register slight decrease on an annual 
basis. In addition, credit growth in the system 
supports the increase in assets. The process of 
improving banks portfolio quality continues, which 
is evidenced by the decreasing ratio of the gross 
non-performing exposures to the gross value of 
loans, which, however, remains relatively high 
(10.2%). The successfully conducted asset quality 
review and stress tests for sustainability) continued 
in 2017. The results announced show that the 
banking sector is stable, well capitalized and 
support with state resources is not necessary  

The company operates in a sector that maintains 
the generated sales revenues (and even a slight 
decline in last year under analysis), with an 
increase in the total positive net financial result.  
The relation of the sector with the state healthcare 
institutions, which continue to suffer serious 
financial difficulties, is high and next logical step for 
the business is to search for foreign markets for 
the realization of the production. The latter 
increases the currency risk and requires a more 
vigilant definition of the terms of the commercial 
contracts. At the end of the period 2012-2016 
(according to last confirmed NSI data), the 
companies in the sector report a significant 
increase of receivables (18.4%), which should be 
seen as an indicator of worsened collection ability 
and general difficulties for the business.    

The material base of the enterprises in the sector 
shrinks to 4.6% in the last year of the analysis after 
a reported steady increase in the previous four 
years. As of the end of the period of analysis  the 
total amount of Current assets does not report any 
change, which could be accepted as an indicator 
for a momentum saturation for activity expansion of 
the sector. A retention is observed in the prices of 
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the basic resource and raw materials – gas, its 
derivatives, steel etc.) As a result of the above 
mentioned trend, there is a maintenan Наблюдава 
се и задържане на цените за основни суровини 
и материали (след период на някои значителни 
намаления - петрол и деривативни негови 
продукти, стомана и т.н.), в резултат на което 
облекчението в разходите за суровини на 
производствените предприятия от сектора, 
влияещо положително в предходен 
краткосрочен период, може да се окаже също 
изчерпано.  

The indebtedness in the sector (mainly to 
suppliers) continues to increase with a slight 
slowdown in the trend (growth of 4.0% in 2016, 
after 20.5% in 2015 and 80.0% in 2014). The long-
term obligations considerably exceed the short-
term ones, maintaining a lower level of liquidity 
risk. The year 2016 is also the first year of reported 
decrease in the liabilities to financial institutions, 
with lower levels compared to those toward 
suppliers.  

The participants in the sector generate their 
revenues from the sale of production that sale of 
goods and services. The financial income and 
expenses have an insignificant share in the 
financial flows of the companies in the sector.  

In the period under review, no changes occurred in 
the legal or organizational structure of Etropal AD. 
The company operates since 1976, and since 
1986, it has been manufacturing haemodialysis 
systems, retaining its monopoly position of the only 
manufacturer of consumables for haemodialysis, 
such as dialysers and fistula needles. The activity 
of the company is Research, experimental and 
development activities in the field of orthopaedics 
and traumatology, manufacture of end prostheses 
and implants, special biochemical materials and 
alloys for medical purposes, special surgical 
instruments, osteosynthesis instruments, 
manufacture of disposable syringes, hem dialysers 
and hemlines, medical disposable materials“.  

The shareholders capital is unchanged in the 
period under review and amounts at BGN  5 000 
thousand, divided into 5 000 000 ordinary, 
dematerialized bearer, registered, freely 
transferable shares, each with a nominal value of 
BGN 1, traded on the Bulgarian Stock Exchange, 
Standard segment, BSE code 5EO. The majority 

shareholder in the company is “Synthetica” AD 
(51.01 %).  

Structure of the Shareholder of Etropal AD:: 

Shareholder – share (%) 30.06.2018 

Synthetica AD 51.01% 
UPF Future 6.96% 
Euroins Romania S.A. 9.91% 
UPF and PPF Heat (total) 11.55% 
Any other natural or legal person 20.57% 

The management of Etropal AD is unchanged – it 
is managed by Board of Directors composed of the 
following members: Ivan Pekov, Eng. Plamen 
Patev (Executive Director) and Eng. Nikolay 
Penchev.  

The Income Structure is dominated by the sales 
of production (mainly dialysers and hemlines, 
although with decreasing share down to 68 % 
(77% in 2016), at the account of the increase of 
income from the sale of services – tolling 
operations and activity of sterilization and 
packaging of products. 

The company maintains a "toll-on" production for 
LCH - France (a leader in disposable medical 
devices and products). In addition, it has been 
producing haemodialysis bloodlines since the 
beginning of 2018 for the Italian FM ALLBRIGHT 
S.R.L. (the leading European manufacturer for this 
type of product). The share of exports is kept at 
about 60-70%.  

Competitors on local and foreign markets are well-
established global producers, such as Fresenius, 
Gambro, Nipro, while competitive pressure comes 
from manufacturers/traders of cheaper products 
from China and Indonesia, which put pressure on 
the pricing policy of the enterprise on less solvent 
markets. 
There is no significant concentration in the 
customers’ structure of Etropal AD but the 
company is characterised by a comparatively long 
collection period of receivables from customers 
and a considerable amount of overdue receivables.  
In the period under review, receivables which are 
not being recovered are written-off, amounting to 
BGN 119 thousand (BGN 0 in the previous). The 
share of receivables in foreign currency is low 
(below 4%).  

The nature of the activity of Etropal AD is a 
prerequisite for a concentration in the suppliers’ 
structure, which is maintained in the period under 
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review in line with the decrease for liabilities to 
suppliers by 20.1%. This, together with the 
reported increase in revenues leads to a significant 
improvement of the indicator maturity of payables 
to suppliers in days. 

In the period under review, the company reports a 
reduction in total assets, which account for a 
decrease in the balance amount of the machines, 
equipment, transport vehicles and hardware that is 
not compensated by the amount of acquired assets 
as a result of the investment activities for 
renovation of the buildings and the purchase of 
auxiliary production equipment. The long-term 
assets structure is maintained.  

In the liabilities, major developments are related 
to the decrease of the amount of bank credit 
obligations, which proceeded in line with an 
increase of the obligations to the parent company 
Synthetica AD, which within the maintained 
liquidity ratios could be considered as an 
improvement in the repayment ability. The total 
leverage ratio is unchanged and maintains 
relatively equal values for a third consecutive year. 
Credit exposures are refinanced at better-agreed 
terms and conditions.  

In 2017, the net revenues from sales record a 
total growth by 10.4% (on a consolidated basis), 
and their positive change is in line with the first half 

year data of 2018 when the growth of 23.5% 
(compared to the first half of previous year) is 
reported. This positively affects the net financial 
result, while the operating result for 2017 reaches 
BGN 420 thousand compared to BGN 251 
thousand in the previous year. Expenditures 
increased by 8.2% - falling behind the revenue 
growth while maintaining the downward trend in 
personnel costs (but with a minimum of 1.2%) and 
raw material costs (by 9.3%).  

The improved financial result favourably influences 
the profitability ratios. Extremely negative impact 
on efficiency gains continues to have the long 
period of collection of receivables, combined with a 
significant increase in their amount, regardless of 
the writing off uncollectible ones during the 
analysed period. The ratio of operating result to 
interest expense increases to a level above the 
one and the EBITDA / interest expense ratio 
increases to 3.80, compared to the average of the 
previous three years at a level of 2.74.  

The company's financial forecast for the three-
year period prepared by BCRA shows that Etropal 
JSC will be able to maintain a satisfactory 
creditworthiness in short and medium run. 
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Main Financial Indictors: 
 
On a consolidated basis 

Indicators 2017 2016 2015 2014 2013 

Assets 12 518 12 431 13 166 12 936 14 266 

Operating Income 7 410 6 711 7 917 8 821 8 431 

Operating Result 420 251 318 424 332 

Net Financial Result 60 -11 14 30 -172 

EBITDA 875 913 983 1 023 906 

Net Profitability 0.66% -0.09% 0.18% 0.34% -1.99% 

Current Liquidity ratio 1.17 1.20 1.24 1.27 0.98 

Quick Liquidity ratio 0.75 0.67 0.80 0.79 0.69 

Leverage ratio (Total Leverage ratio) 0.56 0.56 0.59 0.59 0.62 

EBITDA / Interest Costs 3.80 3.07 2.68 2.46 1.78 

 
 
Credit History 

CREDIT RATING Monitoring Review Review 

Date of Rating Committee: 06.01.2017 09.08.2017 26.09.2018 

Date of Publication: 11.01.2017 10.08.2017 27.09.2018 

Long-term credit rating: ВВ+ ВВ ВВ 

Outlook: stable stable stable 

Short-term credit rating: В В В 

    

Long-term national-scale credit rating: ВВВ+ (BG) ВВВ (BG) ВВВ (BG) 

Outlook: stable stable stable 

Short-term national-scale credit rating: А-2 (BG) A-2 (BG) A-2 (BG) 

 
 

CREDIT RATING Initial 

Date of Rating Committee: 30.06.2016 

Date of Publication: 01.07.2016 

Long-term credit rating: ВВ+ 

Outlook: stable 

Short-term credit rating: В 
  

 


