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BULGARIAN CREDIT RATING AGENCY

 

Bulgarian Credit Rating Agency 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 international agencies 
Moody’s, Standard & Poor’s and Fitch. BCRA has 
already assessed nearly all leading local 
insurance companies. In 2004 BCRA adapted the 
“Claims paying ability rating” methodology for 
insurance companies from their partner ICRA (An 
associate of Moody’s Investors Service). 
BCRA retains a long-term claims paying 
ability rating ВB+ and short-term rating iВ to 
OZK AD and changed the outlook from 
positive to stable. The officially adopted 
methodology of claim paying ability rating of 
insurance companies is used (http://www.bcra-
bg.com/files/method_6.pdf). 
To elaborate the credit report and to award the 
credit rating BCRA uses information received 
from the rated insurance company, FSC, National 
Statistical Institute, database of BCRA, 
consultants and other sources of public 
information.  

In the reviewed period the Bulgarian insurers 
operate in a declining operating environment, as 
a result of intensifying reflections of the global 
crisis upon the Bulgarian economy; as of 
30.09.2009 the general GPP in the Sector 
“General Insurance” registered a reduction by 
1.57% compared to the same period of 2008. The 
car insurances continued playing an important 
role as GPP on them decreased insignificantly. 
The downturn was due to the decreased incomes 
of Аutocasko by 10.3%, compensated by the 
increase on „Third Party Liability, related with the 
ownership of vehicles” by 21.8%. The 
concentration on the market was kept high. As of 
30.09.2009 six leading companies occupied 
68,9% of the market for general insurance. 
Expected effects, resulting from the changed 

operative environment of the insurance 
companies: narrowing of the insurance services 
market in a short-term aspect (as a result of the 
highly reduced number of purchases of houses 
and cars as well as total decreased purchasing 
ability of the consumers); additional intensification 
of the competitive struggle between insurers; 
limited profitability of the investment activity of the 
companies in the Sector (as a result of the 
instability of the financial markets and the 
investment of technical reserves in portfolios with 
a low investment risk). BCRA maintains its 
assessment for the risk from the Sector state 
as moderate. 

During the passed period “ОZK” АD highly 
increased GPP in the background of a downturn 
which was general for the Sector. The company 
increased its market share sensitively, kept its 
major corporate clients and new ones were 
gained. The members of the Board of Directors 
were changed. Change existed in the structure of 
the ownership as well. During 2008 the shares of 
“Sofiiski imoti” ЕАD, “Parking and garages” АD 
and Municipality of Sofia were bought by “LM 
IMPEX” ЕООD that is a major owner of the 
company recently. BCRA assesses the risk from 
shareholding structure and management as 
relatively high. 

The insurance activity of „ОZK” АD 
continued expanding and as of 9.2009 the GPP 
registered a rapid growth by 176% on an annual 
basis compared to a downturn of 1.57% for The 
Sector. As a result of that the rated company 
increased its market share from 0.58% in the last 
period to 1.61% as of 09.2009. During the 9-
month period of 2009 a change was observed in 
the structure of the insurance portfolio, as Third 
Party Liability for vehicles kept a highest share 
(29.46%). Both Gross and Net Claims Ratio 
reported a rise, but the Net Claims Ratio of “ОZK” 
АD continued being lower than the average for 
the leading insurers. The values of Net 
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Commission Ratio remained significantly higher 
compared to the average for the competitive 
group. The Combined Expense Ratio of the 
company shown that it realized a loss of 
insurance activity duirng 2008 and profit during 
the 9-month period of 2009. BCRA retains the risk 
from operating effectiveness of the company as 
relatively high. 
  The levels of Retention increased to 65.3%, 
but remained comparatively low. There was a 
highly uttered trend to decrease of the share of 
ceded premiums in GPP. In relation with 
concluding of contracts with new major clients 
and highly increased volume of the insurance 
activity of the company new supplementary 
reinsurance contracts were concluded. The 
company kept the established relations with 
leading reinsurance companies operating in the 
Sector and having high credit rating. BCRA retains 
its appraisal for the risk from reinsurance as 
relatvely low. 

During the period of 09.2008 - 09.2009 the 
assets of coverage of Technical Reserves 
increased by 173.9%. The investment portfolio of 
the company has increased by ~67%. The 
approach of the investment activity of „ОZK” АD 
was retained comparatively conservative, though 
as of 30.09.2009 the share of low risk assets 
(63.36%) was lower compared to the average of 
the Sector (67.77%). The profitability of the 
portfolio highly increased at the end of 2008 due 
to reevaluation of immovable properties. As of the 
end of 9-month period of 2009 the company 
realized profitability 4.15%, which was higher 
compared to the average for the Sector (4.11%). 
BCRA retains its assessment for the risk from 
investment activity of the company as relatively 
low. 
  During the reviewed period the amount of 
GPP increased by 176% and NPP – by 213%. 
The higher growth of NPP was due to the raise in 
the overall levels of retention. At the end of 2008 
the net profit was significantly higher compared to 
the last years and it was a result from the 

investment activity of the company. The company 
registered a loss from insurance activity 
amounting to BGN 298 thousand. During the 9-
month period of 2009, the financial result of the 
company was at the same levels from the same 
period during 2008. During this period the 
company registered profit from insurance activity 
amounting to BGN 415 thousand. As a result of 
the growth in the Net Financial Result and 
preservation of the equity on levels similar to 
these of the last year, during 2008 the value of 
the indicator Return on Equity increased to 3.7%. 
At the end of 2008 the received premiums 
amounted to 73.7% from the registered ones. 
During the 9-month period of 2009 this proportion 
increased to 83%, returning to the levels of the 
same period of the last year. Comparatively, the 
indicators Operating and Financial Leverage 
continued occupying very low values compared to 
the leading insurers. The Coverage Ratio was 
kept on very good levels, as there wasn’t a 
significant change neither in the amount of the 
Own funds reduced by the intangible assets nor 
in the minimum amount of the guaranty capital. 
During the analyzed period a downturn was 
observed in the liquid ratios, determined by the 
expanding of the rated company activity. Though 
that their values remained similar to the average 
for the Sector. BCRA retains the risk from the 
financial state of the company as  relatively high. 
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Key Financials: 
 

Indicator / Year:  9.2009 12.2008 9.2008 12.2007 
(in BGN thousand)     

GPP: 16 671 14 203 6 044 7 397 
% of increase (year on year) 175.83% 92.01% 30.40% 0.00% 
Net Premium Product: 10 883 10 224 3 480 5 025 
Net Earned Income: 10 181 7 680 3 920 5 110 
Net Profit 87 380 63 125 
Retention 65% 72% 58% 68% 
Gross Claims Ratio 39% 26% 26% 29% 
Net Claims Ratio 46% 36% 41% 28% 
Expense Ratio 10% 18% 25% 18% 
Commission Ratio 40% 51% 36% 49% 
Combined Ratio 96% 104% 102% 94% 
     
Networth 9 507 10 349 9 356 9 393 
Technical Reserves 10 767 6 917 3 254 3 263 
     
Operating Leverage  74%  54% 
Financial Leverage 113% 67% 35% 35% 
Liquid Ratio 5% 12% 6% 7% 
Return on Equity   3.7%   1.3% 

 


