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

Outlook: negative* stable stable negative 
    

 

Long-term national-scale 
rating: 

А (BG) А (BG) А (BG) А (BG) 

Outlook: stable stable stable negative 

*   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 No. 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 European Securities and Markets Authority 
(ESMA), without any territorial or other restrictions.  

BCRA affirms the following ratings assigned to 
JSIC „OZK - Insurance“ АD: 

 Long-term claims paying ability rating:  BBB- ; 

 Long-term national-scale rating: А (BG) ; 

and changes the outlooks from „stable“ to 
„negative“,  

which express the opinion of BCRA for the 
effects on the company:  

 - the implemented restructuring process of the 
investment portfolio in the period under review 
with a significant decrease in the value of highly 
liquid assets; 

- deterioration of some of the indicators 
characterizing the operational activity in 2017. 

The officially adopted methodology of BCRA for 
assignment of the ability of insurance companies to 
pay claims is used: https://www.bcra-
bg.com/files/cpaic_methodology_2018_bg.pdf 

The report  has been prepared and the rating - 
assigned, based on information made available by 
the rated insurance company, the Financial 

Supervisory Committee, the National Statistical 
Institute, BCRA’s database, consultants and other 
sources of public 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 in 2017, report record-high 
indicators of economic activity and employment of 
the population. The trend in labour income is also 
upward. The unemployment rate lowers, almost 
approaching its pre-crisis levels (5.7 % for the last 
quarter of 2017).  

https://www.bcra-bg.com/files/cpaic_methodology_2018_bg.pdf
https://www.bcra-bg.com/files/cpaic_methodology_2018_bg.pdf
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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, 
characterised by continuous growth in assets base, 
with sustained growth in lending and an increase in 
attracted funds in the form of deposits in the last two 
years. Liquidity and capital adequacy ratios stay high 
in line with the improvement of assets quality, 
shrinkage of the ratio of the gross non-performing 
exposures of 10.2% as of the end of 2017 (12.9 % 
as of the end of 2016). The last financial year, 2017, 

is characterised by a downward trend in the profit 
growth. 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 public resources is not necessary.   

General Insurance Market in Bulgaria 

Characteristics of the Bulgarian non-life insurance 
market during the update period: 

 Maintaining the growth trend in earnings on 
gross written premiums; 

 High growth potential, given the relatively low 
levels of insurance density and insurance 
penetration; 

 High degree of market concentration - in 2017, 
the top seven companies account for 71.9% of 
the gross premium income in the sector (72.3% at 
the end of 2016, 70.7% in 2015); 

 The high share of motor insurance in the 
structure of the aggregated insurance portfolio - 
about 70.0%, supported to a significant extent by 
the compulsory nature of the motor third party 
liability insurance.  

A major influence on the regulatory framework 
during the period under review continue to be the 
requirement for the solvency margin of the insurers, 
reinsurers and group of insurers. In addition to that, 
the impact has requirements for reporting 
procedures, assets and liabilities evaluation and the 
formation of technical reserves in accordance with 
“Solvency II” Directive 2009/138 of the European 
Parliament and European Union. Additional impact 
on the accounts has the application of the IFRS 9 
“Financial Instruments”. 

The sector retains high growth potential, given the 
relatively low levels of insurance density and 
penetration.  

The results published on 3 February 2017 from the 
conducted Asset Quality Review (AQR) and Stress-
Tests (ST) of the insurance companies verify the 
stability and sustainability of the rated company.  

Information about  JSIC „OZK - Insurance”: 
During the period of the update, the company 
increased its capital again by reinvesting the profit 
for 2017 and the capital amount at BGN 11 481 757. 
The shareholder's structure is unchanged and the 
distribution of shares is presented in the table below:  
 
 

Shareholders:          Share 

L-M Impex“ EOOD 65.73% 
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„Toplofikacia – Sofia“ AD 9.32% 
„Municipal Bank“ AD 4.80% 
„ Toplofikacia – Burgas“ EAD 3.55% 
„ Toplofikacia – Pleven“EAD 3.55% 
„Mine Slavyantsi“ AD  3.55% 
„Coinvest“ EOOD 4.51% 
Alexander Petrov Lichev 4.99% 
Total 100.00% 

In the period under review, the management of the 
company is unchanged.   

The insurer reports a total growth of the subscribed 
for 2017 premiums of 33.1%, increasing its market 
share to 5.9% (4.8% in 2016), and is taking the ninth 
place compared to the volume of the insurance 
contracts concluded in the non-life insurance sector. 
The result of insurance activity significantly 
decreases, reaching a profit at the amount of BGN 
347 thousand (BGN 707 thousand for the previous 
year). The company reports a net financial result as 
a profit of BGN 597 thousand (BGN 2 399 thousand 
for 2016) and a total increase in assets by 5.26% 
(BGN 6,150 thousand) evaluated according to 
"Solvency II" or 8.01% (BGN 11,380 thousand) 
according to IFRS. 

By individual business lines, the most significant is 
the increase in the "Fire and Natural Disasters" and 
"Motor Vehicles" insurances. In 2017, the company 
starts to record a business line under the 
"Guarantees" insurance. 

Leading product for the company is the Motor Third 
Party Liability insurance which market share slightly 
increases and reaches 10.0% (9.1% in 2016 and 
10.3% in 2015). The second and third place in terms 
of market share is "Fire and Natural Perils" and 
"Miscellaneous Financial Losses", with a share of the 
first one increasing to 6.8% (2.3% in 2016) and the 
second to 12.7% (8.6% ). The new business line 
insurance “Guarantees”, the company achieved a 
12% share in 2017 (with the continuing increase in 
2018 reaching a market share of 30.0 % as of June 
2018). 

In the first half of 2018, OZK Insurance maintains a 
high growth rate in the gross premium income (GPI) 
on an annual basis (32.8%), remaining well above 
the average growth for the sector of 11.3%. The 
market share of the company (represented as a 
volume of GPI) increases by another 1.7 p.p. in the 
first six months, reaching 7.56% at the end of June 
2018. With largest market share at the end of the first 
half of the year are the following type of insurances: 
"Motor Third Party Liability" - 11.7%, "Fire and 
Natural Perils" - 11.2%, "Guarantees" - 30.0% ", and 
“Miscellaneous Financial Losses” - 16.0%.  

In the period under analysis, the portfolio of the 
company is characterised by the lowest share of 
“Casco" insurance and higher than the average level 
of the "Motor Third Party Liability", compared to the 
competitive group of insurers.  

In 2017, the gross claims ratio significantly 
increases by 34.0 p.p., reaching 91.8 % at the end of 
the year, and following at the same time the cyclical 
pattern of alternation of highest and considerably 
lower values. The increase is in line with the 
registered growth in the value of the claims, by 
23.3%, after growth in the previous year of 6.7% and 
in the reserve for future payables by 40.4% in the 
present year, which cannot be offset by the reported 
growth in GPI values. The value of the ratio 
significantly exceeds the average level for the 
reference group of 64.6% with highest values of DZI 
– 79.9% and Lev Ins 78.4%. 

The dynamics of the net claims ratio is similar, but 
with much less increase - to 52.5% (compared with 
43.4% as of the end of 2016), which positions the 
rated insurer above the average for the reference 
group of 50.8%, but is less than the four of six 
companies. At the end of first half of the year, the 
value of the ratio decreases on an annual basis by 
high 17.5 p.p. to the level of 35.4%, falling below the 
average for the reference group of 49.0%.  

The combined cost ratio increases by 0.8 p.p.on an 
annual basis, reaching 99.4% in 2017, while at the 
end of the first half of 2018 decreases to 97.1%. 
Preserving its levels during both periods below 1 
allows the company to realize insurance profit. 

The value of administrative costs increases, not 
proportionally to GPI, and as a result the ratio 
administrative costs to GPI increases from 5.9% to 
6.3%, remaining below the average for the reference 
group (10.0%) and the adjusted sector (10.8%).  

The growing number of claims in part of the main 
product portfolio is not compensated by the decrease 
in expenses and acquisition ratios, thus resulting in 
deterioration of the insurance result for 2017. The 
effect from management measures for portfolio 
strengthening and changes in leading insurance 
products provided for insurance profit of BGN 927 
thousand as of June 30, 2018 (at loss as of 30 June 
2017 at the amount of BGN 1 305 thousand). 

In the period of update OZK – Insurance continues to 
transfer a growing share of the insurance risk to 
reinsurers – 45.1% in 2017 (41.8% in 2016) to 
48.7% as of June 30, 2018. The company continues 
working with reinsurers assigned with a high rating, 
most rated with AA- and not less than A-, and in the 
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period, the risk for part of the products are diversified 
among more insurers. The share of reinsurers in the 
technical reserves follows the increase in the share 
of premiums ceded to reinsurers and increases 
significantly in 2017 to 67.4%, which is the highest 
value reported by the insurers in the reference group 
and significantly above the average (taking into 
account that the latter is influenced by the low levels 
of DZI and Allianz. 

In 2017, the investment portfolio increased by 
2.7% (after a growth of 6.9% in the previous year), 
maintaining a pace which outpaces considerably the 
average for the adjusted sector, whereas for a 
second consecutive year is reported a decline of 
minus 2.3%, minus of 1.4% for 2016. In structural 
terms, the first-class fixed-income (GS) government 
securities are replaced by corporate variable-yield 
securities. The latter, together with the decrease in 
the value of bank deposits, led to a significant 
reduction in the proportion of high liquidity assets in 
the investment portfolio - from 46.2% at the end of 
2016 to 18.8% at the end of 2017 (and 17.4% as of 
30.06.2018). In the comparable group of insurers, 
there is only one company (Lev Ins - below 10%) 
with such low ratio, while for the rest, the level as of 
the end of 2017 is in the range of 25.9% (Bul Ins) to 
92.0% (DZI). 

The reported investment income decreases and 
remains strongly influenced by impairments and one-
off impact from the sale of investments in the period 
under review. By the end of 2017, the yield level 
(TTM) was 3.63% and remained slightly above the 
average for the adjusted sector (3.42%), while by 
June 2018, reported a rate of 1.89% below the 
sector average level (2.81%). For 2017, the 
revenues from interest and participation in 
subsidiaries significantly decreased.  

The reported net financial result for 2017 is positive, 
at the amount of BGN 597 thousand, which is 4 
times lower than the one for the past year (BGN 
2 399 thousand) and is achieved  whereas a 
decrease slightly more than twice is realised in the 
positive technical result. The increase in gross 
premium income, respectively allocated into growth 
in the volume of net earned income, is not sufficient 
to offset the increased claims ratio, acquisition costs 
(by 23.6%) and administrative expenses (by 44.0%). 
Positive impact on the result from insurance activity 
has a significant increase in the revenues from 
reinsurance commissions (106%) and the decrease 
in "Miscellaneous insurance expenses".  

The maintained good level of the ratio Net Earned 
Income to Equity (without any significant change in 

2017 – 252% compared to 258% followed by a 
considerable decline in 2016), still remains at a 
considerable level above the average of the 
reference group and shows stability and some 
conservatism in the signing policy. 

The more than three-year trend (in the period 2015-
2017 and kept in the first half of 2018) of a steady 
decline in the Technical Reserves to Equity 
(Insurance Liability) ratio is also indicative of the 
steadily increasing share of reinsurers in the 
liabilities of the company.  

In 2017, the Return on Equity ratio significantly 
declines to reach 3.1 % (14.9% in 2016) and 
recovering most of its value in the H1 of 2018, 
reaching a rate of 10.7%.  

At the end of the first half of 2018, a higher net 
financial result of BGN 819 thousand (a loss of BGN 
814 thousand a year earlier), is due to a decrease in 
the Combined Expense Ratio (including the result of 
reduced claims) and a sustained significant increase 
in the written GPI. These positive results are 
consequent of the implemented policy in 
restructuring the portfolio and the changes in the 
tariffs of leading products.  
 

Capital Adequacy in the period under review and 
the implementation of Directive 2009/18 of the EU 
Parliament and EU Council (Solvency II) could be 
presented as follows: 
 

Indicator / Year: 30.6.2018 2017 2016 

Excess of assets over liabilities 28 816 23 595 19 237 

Eligible own funds MCR 28 816 23 595 19 237 

Eligible own funds SCR 27 881 23 070 19 237 

Minimum Capital Requirement 
(MCR) 

24 121 24 121 19 490 

Solvency Capital Requirement 
(SCR) 

8 312 7 533 7 400 

Coverage of MCR * 119% 98% 99% 

Coverage of SCR * 335% 306% 260% 

Data from reports made available according to Solvency II 

The analysed period is characterised by a gradual 
increase in the coverage of the two-reviewed 
prudential indicators since the coverage of the 
Solvency Capital Requirement (SCP) at the end of 
2016 and 2017 is at the absolute limit of the required 
minimum of 100%. The coverage levels of MCR are 
also at the low levels of the reference group of 
insurers, with a lower level of only one company. As 
of June 30, 2018, the rated company reached the 
ratios achieved by other two companies in the group.   
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As of the end of 2017, there is a significant decline in 
the ratio Liquidity of the Technical Reserves, 
reaching a level of 24.5% (52.4% in 2016), thus 
remaining well below the average for the adjusted 
sector (81.8%).  The decrease results from the 
already mentioned restructuring of the investment 
assets and the significant decrease of the high 
liquidity part of them (government securities and 
deposits). The retained downward trend in Technical 
Provisions is not sufficient to cover the deterioration 
of the ratio, and by the end of the half-year of 2018, 
an improvement in its level is noted reported too. 

Similar to nature are the changes in the ratio of 
liquidity reserves for upcoming payments 
(caused by the same factors) and the quick liquidity 
ratio (affected by the reduced value of the cash). 
They mark considerable decline compared to the 
retained levels in past years, kept traditionally lower 
of the average for the sector and the leading 
insurers. The differences against the average sector 
values are narrowed slightly by June 2018 due to the 

simultaneous improvement in the values of the rated 
company and the slight decrease in the sector. 

The values of the ratio Net Earned Income to 
Equity (Operating Leverage) continue to outpace the 
average levels of the insurers in the comparative 
group, while at the same time being the highest in it.   

Positive impact on the rating of OZK Insurance may 
cause the maintenance of the growth trend, 
improvement in loss and decrease of concentration 
in the insurance portfolio, reduce and keep the 
combined expense ratio below 100%, boost the 
tendency for making a positive return from insurance 
activity, maintaining a sustainable level of cash and 
cash equivalents, improving the structure and 
profitability of the investment portfolio.  

The company's rating may be adversely affected by 
a shrinkage in the activity’s volume, low liquidity 
ratios, an increase in loss rates as an indication of 
gaps in the control and risk management, and a 
general reduction in earnings. 

 
 
 
Main Financial Indicators 

Indicator / Year: 6.2018 6.2017 2017 2016 2015 2014 

Gross Premium Income (BGN thou.): 75 839 57 112 103 807 77 987 77 764 70 363 

Change on a yearly basis 32.8% -45.0% 33.1% 0.3% 10.5% 33.8% 

Net Earned Income (BGN thou.): 32 056 30 719 57 032 49 149 67 648 59 402 

Change on a yearly basis 4.4% -46.1% 16.0% -27.3% 13.9% 33.9% 

Net Profit (хил.лв.) 819 -814 597 2 399 1 420 490 

Result from insurance activity 927 -1 305 347 707 4 531 210 

Gross claims ratios 93.5% 73.1% 91.8% 57.8% 95.0% 70.12% 

Net  claims ratios 35.4% 52.9% 52.5% 43.4% 52.1% 56.94% 

Expense ratio 23.1% 18.8% 17.4% 21.5% 16.0% 16.33% 

Acquisition ratio 38.6% 32.6% 29.5% 33.7% 25.2% 26.38% 

Combined ratio 97.1% 104.2% 99.4% 98.6% 93.3% 99.65% 

Net Earned Income / Equity (Operating Leverage) 137% 175% 252% 258% 477% 443% 

Technical reserves / Equity (Insurance Leverage) 185% 236% 165% 216% 332% 387% 

Debt excluding insurance reserves / Equity 
(Financial Leverage) 

0% 0% 0% 0% 0% 0% 

Quick Liquidity Ratio  5.1% 4.7% 3.5% 7.2% 2.5% 2.02% 

Return on equity 10.7% 10.3% 3.1% 14.9% 9.5% 4.2% 
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*Rating History: 
 
The ratings in the table below are assigned according to the earlier Methodology for assignment of rating for the ability of 
insurance company to pay claims according to the applied rating scale and are not directly comparable to the ones assigned 
after the entry into force of the updated methodology dated July 4, 2016.  

CLAIMS PAYING ABILITY 
RATING 

Initial Rating Update Update Update 

12.2008 12.2009 11.2.2011 30.5.2012 

Long-term rating: iBB+ iBB+ iBBB- iBBB- 

Outlook: positive stable stable stable 

 

CLAIMS PAYING ABILITY 
RATING 

Update Update Update Monitoring 

18.07.2013 03.07.2014 07.07.2015 05.07.2016 

Long-term rating: iBBB- iBBB- iBBB- 
iBBB- 

(monitoring) 

Outlook: stable stable in development - 

 
 


