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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) assigns 
initial credit rating to Priaeus Bank Bulgaria AD: 

▪ Long-term financial strength rating  ВВ-, outlook 
„stable”, short-term financial strength rating В; 

▪ National-scale long-term rating ВВ+ (BG), 
outlook „stable”, national-scale short-term 
rating В (BG). 

BCRA’s adopted Methodology for assignment of 
Bank’s Rating has been applied (https://www.bcra-
bg.com/files/bank_methodology_2018_en.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. 

The political situation in Bulgaria remains stable. In 
2017, the economy mark a real growth rate of 3.6% 
(3.9% in 2016), with domestic demand being the main 
growth driver. Final consumption growth accelerates to 
4.5% on an annual basis, backed by positive 
developments in both private and government 

spending. Supported by continued wage hikes and 
employment gains, household consumption increases 
by 4.8%. Fixed capital formation expands by 3.8% 
(after the registered decrease of 6.6% in 2016), thus 
positive contributing to the economic growth, while net 
exports generate a negative contribution. 

As of the end of 2017, the BNB's foreign reserves 
stand at EUR 23 662 million (46.9% of GDP).This is a 
solid buffer that the central bank uses to ensure the 
stability of the Currency board, high enough to avoid 
potential external shocks.  

In 2017, the inflows of foreign direct investment in 
the country continue to decrease both in nominal terms 
and as a ratio to GDP. Net amount of foreign direct 
investment in Bulgaria equals to 1.9% of GDP in 2017. 
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).  

The price level in Bulgaria (measured by the annual 
average HICP) continues to rise steadily, reaching 
1.4% at the end of March 2018. The main factor in the 
observed processes in 2017 is the appreciation of oil 
as well as other major commodities on international 
markets, incorporated into food and energy commodity 
prices. Accelerated growth in service prices and rising 
administrative prices have a more significant 
contribution to inflation in the country for the first three 
months of 2018, while the impact of international prices 
is weakening. 
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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 for a second consecutive year. 
In 2017, the surplus amounts to BGN 846 million or 
0.9% of GDP, as both the national budget and the EU 
funds register surpluses. The target set in the Budget 
for 2017 is a deficit of 1.4 % of GDP, i.e. it reports 
improvement by 2.3 p.p. compared to the forecasted.  

A deficit in the amount of 1% of GDP is set out as a 
target for 2018. The government declares its intention 
to pursue the policy of gradual consolidation and 
achieve a balanced budget in 2020. No significant 
changes in tax policy are foreseen during the 
projection horizon. Maintaining a policy of gradual 
consolidation is a prerequisite for minimizing the 
potential negative impact of the fiscal policy on the 
economic activity. 

The government debt, as a “debt-to-GDP“ ratio has 
decreased at the end of December 2017 to 23.9 % 
(27.4 % as of the end of 2016). The country remains 
with a debt level significantly below the Maastricht 
convergence criteria of 60 %. In comparison with the 
other member-states, Bulgaria keeps its third position 
with the lowest level of government indebtedness, with 
only Estonia ranking with a debt of 9.0 % of GDP and 
Luxembourg, ranking with a debt of 23.0 % of GDP.  

As of end 2017, 27 banks has been operating on the 
Bulgarian banking market (incl. 5 foreign branches), 
with observed tendency towards consolidation, which 
in 2018 leads to a change in the allocation of the banks 
by groups, following the merger of United Bulgarian 
Bank AD (formerly owned by the National Bank of 
Greece – NBG) with CIBank EAD (a subsidiary of the 
Belgian KBC Group). The change will lead to a further 
outflow of Greek capital from the sector, thus 
minimizing the risks associated with the expected in 
early 2019 new stress tests of the Greek banking 
system. With the merger, the competition on the 
Bulgarian banking market will shrink further to 26 
institutions. It is expected that the process of 
consolidation in the sector will continue in 2018.  

The banking system of the country remains stable, 
characterized with continuous growth in assets base,. 
The deposit base in the sector continues to grow with 
the increase in lending and deposit base. The high 
levels of liquidity and capital adequacy remain with a 
sustained improvement of assets quality, with a 
decrease of non-performing exposures down to 10.2 % 
as of the end of 2017 (12.9 % as of the end of 2016). 

The last reported year (2017) is characterized by the 
downtrend in earnings reported by the banking system. 
In 2016, the held Asset Quality Review (AQR) and 
Stress Tests (ST) confirm the favorable situation of the 
banking system in Bulgaria. The results announced 
show that the banking sector is stable, well capitalized 
and support with state resources is not necessary.  

During the period under review, there are no changes 
in the shareholder's equity of Piraeus Bank Bulgaria, 
which nominal value amounts to BGN 316 797 072 at  
the end of March 2018 and is distributed in the same 
number of registered shares, each with nominal values 
of BGN 1. Piraeus Bank S.A. – Athens, Greece is the 
majority shareholder with 99.98 % stake. 

In the state of the latter is observed a gradual 
improvement, following the measures taken under the 
midd-2014 Bank Restructuring Plan, ensuring state aid 
to the bank after the approval of the European 
Commission. Up to present the Greek Piraeus Bank 
S.A. restructured and significantly improved the assets 
quality, reimbursed substantial part of its debt and 
according to the analysts the bank has a resource for a 
15 % annual revenue growth In long run, the 
expectations are for gradual strenghtenning of the 
business of the financial institution. 

„Piraeus Bank Bulgaria“ AD has a one-tier 
management system and is managed by Board of 
Directors with the following members: 

▪ Ioannis (Yannis) Kyriakopoulos – Chairman of 
the Board of Directors and Executive Director; 

▪ Emil Angelov – a member of Board of 
Direcotrs and Chief Executive Director; 

▪ Lyubomir Punchev – a member of BD and 
Executive Director; 

▪ Alkiviadis Alexandrou – Member of Board of 
Directors; 

▪ Minko Gerjikov – Member of Board of 
Directors. 

 
A majority of the members are in the management of 
the bank since the end of 2014 (when significant 
changes were carried out in the management 
structure), and as of September 2016, there are no 
changes in the structure of the Board of Directors. The 
mandate of the present Board expires on September 
28 2021. 

Cumulatively, for the past five years (2012-2017) total 
capital adequacy increases by 9.54 p.p. (from 16.74% 
to 26.28%), driven mainly by the rise in the capital 
base in line with the changes in the regulatory 
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framework in 2014. In the first quarter of 2018, the rise 
in the RBA and the slight drop in the capital base 
decreased the level of the indicator to 25.14 %. 

Changes in Tier 1 capital observed over the last five 
years are similar to those of the capital base, therefore 
developments of the adequacy level are close to those 
of total capital adequacy. In a comparative aspect, the 
maintained levels of capital adequacy in last five years 
significantly exceed the regulatory requirements and 
generally are higher than the average levels for the 
banking system and the second group of banks. This 
trend is well remained in the first quarter of 2018  

The excess of the regulatory capital available to the 
Bank is characterized by a stable level (~ 70%), thus 
allowing cover of the capital buffer set by the BNB 
(2.5%), the systemic risk buffer (3.0%) and the buffer 
for Other Systemically Important Institutions (0.125% - 
in force since the beginning of 2018). 

During the period, with the largest share in risk-
weighted exposures are those for credit risk (~ 90% 
at the end of 2017), followed by those for operational 
risk, while the share of those for foreign exchange risk, 
position riskand commodity risk is unsubstantial. 

The net classified exposures to capital base ratio 
decreases by 204.0 p.p. cumulatively in the period 
2013 - 2017 The improvement is supported by the 
approved in 2014 regulatory changes, as well by the 
active measures taken by the Bank in order to manage 
the deteriorated portfolio. Improvements in the ratio are 
also observed aggregate for the banking system and 
for the banks in the second group. Despite the higher 
rates of decline, the ratio for Piraeus Bank Bulgaria AD 
is still significantly higher than the average. In the 
analysed period 2013-2017, Bank’s non-adjusted and 
adjusted leverage levels increase by 2.67 and 8.94. 
The uptrend is determined by the lagging decrease in 
the ratio assets/adjusted assets as compared to 
equity/adjusted equity.  In a comparative aspect, the 
reported values of non-adjusted leverage are 
considerably higher than the average for the banking 
system and lower than the banks from the second 
group, while in terms of adjusted leverage there is 
excess with respect to both categories.  At the end of 
the first quarter, the reported leverage levels follow 
downtrend (more considerable the adjusted leverage) 
and are lower compared to the average for the banking 
system and second group of banks.  

During the observed period the return on equity of the 
rated bank is considerably lower compared to the 
average of the banking system. On another hand, 

positively is assessed the interrupted in 2017 loss 
trend. Due to the accumulated reserves from 
undistributed profits in the years prior to 2014, the 
Bank manages to maintain very good levels of capital 
adequacy even in the years with negative financial 
result. The retention of the restored in 2017 profit-
realization trend will provide an opportunity to further 
support of the capital base, if necessary 

The changes in the structure of the resource base in 
the period 2013-2017 could be summarized as follows: 
- maintenance of the households deposits  with 
majority share in the  bank’s portfolio (67 % on 
average), having growing trend as of end-2016 and 
downtrend as of end-2017;   
- higher volatility in corporate deposits – with growth 
rates in 2013 and 2014, followed by a sharp decline in 
2015 and an upward trend in 2016 and 2017, the latter 
being closed at the amount of this type of borrowed 
funds reaching the highest level for the analyzed 
period (end of 2014). The retained share of this 
resource type is in the range of 26.6 % - 31.8 %, 
compared to 30.8 % at year end of 2017; 
- deposits from credit institutions – after serious 
registered downtrend in 2014 (by three times), up to 
2016 the trend is maintained in relatively narrow 
ranges, and in 2017 is registered the first slight 
increase. Their share is at about the average level of 
8.6 % for the period 2014-2017 (7.9% at the end of 
2017 and as of Q1 2018), stabilizing at levels 
significantly below the highest recorded in the 
analyzed period - a share of 26.8% at the end of 2013. 

The Currency structure of the resource base is 
relatively balanced in parity between BGN and foreign 
currency deposits and maintained without significant 
fluctuations throughout the analyzed period.  

The concentration of the bank's deposit portfolio over 
the entire analyzed period could be assessed as low if 
the resources provided by the majority shareholder are 
excluded from the calculations. Characteristic is the 
constant decrease in the value of the resources 
provided by the parent bank, as the resource 
dependence is almost completely overcome at the end 
of the period. 

Throughout the entire analyzed period, the bank uses 
subordinated term and hybrid debt, provided by its 
majority owner, the size of which increases by the 
amount of capitalized interests.  

The assets of Bank Piraeus Bulgaria report growth for 
the last two years after the significant decline in the 
previous years, 2013 and 2014: 
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At the end of the first quarter of 2018, however, there 
is a decrease of 4.5 % compared to the amount of 
assets at the end of 2017.  

The investment portfolio has a relatively low share in 
the assets structure of Piraeus Bank Bulgaria AD, Its 
value is more significant after 2015 - within 6 to 10% of 
bank’s assets. The investment portfolio consists mainly 
of government securities - with a share of 37.7% as of 
end-2017, and of investment property - with constant 
growth from 2015, reaching a share of 60 %. 

Over the last 4 years, the loans (gross and net) post 
the largest the decrease in value - over 35% at the end 
of 2017 compared to the end of 2013. In 2017, only the 
loans to individuals /retail exposures/ register growth - 
13.2%, while corporate loans decrease by 16.5%. At 
the end of March 2018, for the first time since 2013 is 
registered an increase of gross credits (+2.4%), 
although on a quarterly basis - mainly driven by the 
growth of credits to individuals.  

The share of gross credits in total assets declines 
over the whole 5-years period, from the comparatively 
highest value of 74.2 % in the beginning of the period 
(end of 2013) to 51.9% in 2017 and slightly increases 
to 55.8% as of the end of March 2018. The average for 
the banking system values of this ratio have the same 
trend - in the beginning they are significantly lower 
(under 70 %) and at the end of the period are higher 
/58.4%/, which is related to the restrictive credit policy 
of the rated bank and the focus on improving the 
quality of the credit portfolio. 

The credit portfolio is highly dominated of exposures to 
companies but the share of loans to households 
increases to 22 % at the end of the period. There is no 
significant concentration in the business sector 
structure. It is characterized by decrease of the 
relatively high share of the credits to Construction and 
Real Estate sectors. The non-performing loans of 
Piraeus Bank Bulgaria are characterized with 

comparatively high size and share in the credit 
portfolio, particularly in the first years of the reviewed 
five-year period. A positive factor is the steady 
decrease of the relative share of non-performing 
exposures in the gross credit portfolio. However, it 
remains significantly above the average for the 
banking system and the reference group of banks.  

Significant share of the corporate credit portfolio (and 
in particular of non-performing loans) originates from 
previous years (behind the five-year period). As of the 
end of March 2018, 60.4 % of total credit exposures to 
companies are credits granted prior to 2013. Even 
more, over 80% (81.7%) of non-performing corporate 
loans at the end of the first quarter of 2018 are loans 
granted prior to 2009. 

At the same time, it should be noted that the bank 
maintains a good coverage of its loan portfolio from 
impairments, which by the end of 2016 is significantly 
above the average for the system (16.6% at 9.7% on 
average for all banks in the country) and at the end of 
2017 is with less than 1 p.p. lower (7.4% for the rated 
bank at 7.8% for the banking system). However, the 
23.1% coverage of the non-performing loans remains 
lower than the average level of 52.8 % for the banking 
system at the end of 2017. 

Return on income bearing assets and price of 
interest liabilities of Piraeus Bank Bulgaria AD in 
general follow a downtrend in recent years in the 
background of similar dynamics in the sector, but the 
return on income bearing assets remains significantly 
higher than the average in the banking system and the 
reference group of banks, while the price of interest 
liabilities remains higher. The gross interest spread 
and net interest margin of the rated bank have 
changed positively in the last three years of the period, 
but remain below the average in the comparative plan, 
while the price of interest liabilities remains higher. 
ROA (return on assets) reaches positive value at the 
end of 2017, but is significantly lower than the average 
ratio of the banking system. Following three 
consecutive years with registered losses, the bank 
registers a positive net financial result in 2017 and the 
first half of 2018. The profit registered in 2017 is in line 
with the net interest revenue and the positive impact of 
the reported reversal accrued impairments and also 
reflects the improvements in the quality of credit 
portfolio and resource base.  . 

The share of equity in the total value of the 
liabilities for Piraeus Bank Bulgaria is significantly 
higher than the average in the banking system and the 
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reference group of banks in the early years of the 
analyzed period (2013 and 2014), followed by 
downtrend and in 2016 and 2017 is maintained at 
levels around the average for the banking system..  

The current assets recorded significant uptrends in last 
two years of the period, prevailing the recorded 
uptrend in total liabilities and in 2014 resulted in a 
constant improvement in the ratio Current assets / 
(Total Liabilities – Equity), thus the Bank  positions 
above the average for the banking system and the 
second group of banks for the entire analyzed period.   

The Liquidity Ratio shows a general improvement in 
the analysed period, best seen at its end when the 
ratio reaches 49.5 %, higher than the average for the 
banking system and the second group of banks.  

 

 

 

The loans to deposits ratio has been decreasing 
over the entire period, reaching 69.2% at the end of 

2017, following the ratio of 136.9% as of the end of 
2013 due to constant decrease in the loans’ amount 
compared to constant increase of the deposits’ amount 
(excl. 2015). Thus, at the end of the analyzed period, 
the bank is positioned at levels close to the average for 
the banking system (71.5% as of end of 2017) and 
second group of banks (73.2%).  

In 2016, Piraeus Bank Bulgaria drops by one position 
in the ranking of the banks by the balance sheet total 
(left behind by Cibank) and ranks 10-th, keeping the 
same position as of the end of 2017. The rated bank 
ranks 10-th by the gross value of the granted loans, 
again left behind by Cibank. With regard to the size of 
deposits (excluding credit institutions) the bank ranks 
10-th left behind by Allianz Bank Bulgaria. In the first 
quarter of 2018, as a result of the merger of Cibank 
and UBB, the rated bank recovers its 9-th position in 
the banking system based on the assets amount 

 

 

 

 

 

 

 

 

 

Main Financial Indicators: 

(thousand BGN) 3.2018 2017 2016 2015 2014 2013 

Balance sum 2 878 436 3 014 201 2 909 717 2 848 665 3 237 900 3 356 314 

Credits and Advances to clients (gross) 1 604 844 1 574 915 1 828 561 2 042 910 2 488 946 2 491 750 

Equity 373 769 377 137 366 239 438 872 585 651 630 197 

Net Interest Income  14 223 52 790 42 563 59 004 74 298 92 187 

Net Financial Result 1 944 7 654 -65 595 -153 271 -44 812 3 334 

Net Interest Margin 2.60% 2.35% 2.09% 2.38% 2.28% 2.98% 

Return on Assets 0.14% 0.26% -2.28% -5.23% -1.34% 0.10% 

Liquidity Ratio 44.7 49.5 36.1 38.9 25.5 35.9 
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Conclusion: 
 

 

The BCRA reports a number of positive developments in the business operation of “Piraeus Bank Bulgaria” 
AD during the entire analyzed period, which are namely, decrease of the dependence from the parent bank 
and the compensation of the utilized resources with deposits, raised on the Bulgarian market. The liquidity 
position of the bank is improved and the capital adequacy is at very good level. 

Positive impact on the rating would have the observed improvement in the key long-term problem, namely 
the poor quality of the credit portfolio. The share of the classified loans declines substantially, although its 
level is still higher than the average for the banking system. The reduced need for provisioning of the 
deteriorated exposures leads to improved performance and a positive net result as of the end of the 
analyzed period. The bank starts generating higher levels of returns on interest and as a whole improves 
the results from its operating activity.  

A negative impact on the assessment of the bank would come from the low ratings of the parent bank, 
although observed are significant improvements in its status.  


