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FINANCIAL STRENGTH RATING * Monitoring Update Update 

Date of Rating Committee: 27.01.2016 02.06.2016 01.06.2017 

Date of Publication: 12.02.2016 03.06.2016 02.06.2017 

Long-term rating: BB- BB BB 

Outlook: positive stable positive** 

Short-term rating: B B B 

National-scale long-term rating: BBB- (BG) BBB (BG) BBB+ (BG) 

Outlook: positive stable positive** 

National-scale short-term rating: А-3 (BG) A-3 (BG) A-2 (BG) 

* To become familiar with the full rating history, please, see the table at the bottom of the document. 
** The assigned positive outlook, from one side, is connected to the reported improvement in some of the indicators (mainly in regard to income 
quality), and, from another side, with the running procedure of acquisition of 99.9% of the capital of the bank „KBC Bank“ N.V., Belgium,  taking 
into account the circumstance that its successful finalization would enhance the probability for resource and liquid support from the side of the 
major shareholder. 

 

  
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 
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” АD (BCRA) 
assigns to „United Bulgarian Bank” АD the 
following ratings: 

 Long-term financial strength rating:  BB, outlook: 
„positive”, short-term financial strength rating: 
B; 

 National-scale long-term rating: ВВВ+ (BG), 
outlook: „positive”, national-scale short-term 
rating: A-2 (BG). 

BCRA uses the methodology which is officially 
adopted for assigning bank financial strength 
ratings:  http://www.bcra-bg.com/files/file_377.pdf.  

 To elaborate the report and assign the rating, the 
information, provided by the rated bank, the BNB, the 
NSI, BCRA`s database, consultants and other 

sources of public information is used. 

With full EU membership in 2007, Bulgarian 
governments lose their main incentive to pursue a 
reform policy. The country continues to be in a 
monitoring regime, with no significant progress in any 
of Bulgaria's problematic areas during the last years, 
which are mainly about fighting corruption and 
improving the functioning of the judiciary. 

The political situation at the time of writing the report 
can be defined as relatively stable. 

In 2016, the growth rate of the economy slow down 
slightly (3.4%), but remain close to the reported a year 
earlier (3.6% in 2015). Among the groups with the 
largest contribution remain the export, while 
household consumption and import of goods and 
services slow down to half of the growth rates 
registered a year ago. 

In 2016, there is some reduction in direct investment 
flows (up to 1.5% of GDP), as the investments in 
share instruments amount to only 37.3% of the 
reported a year ago, and the debt instruments 
continue to report  a low-tide which is tripled 
compared to a year earlier. 

mailto:v.petrov@bcra-bg.com
http://www.bcra-bg.com/files/file_377.pdf
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The positive changes in the labor market observed 
after 2013 remain the same. With the downtrend in 
the unemployment rate over the last 3 years, at the 
end of 2016, the officially registered unemployment 
rate by the Employment Agency reaches 8.0%. 

Despite some slowdown in the decline of prices at the 
beginning of 2016, in the second half and the first two 
months of 2017, the deflation remains at levels of 
about 1.1-1.4% on average per year as measured by 
the HICP. 

The slight improvement observed in the state budget 
of the country in 2015 remains the same in 2016. 

The state budget balance for 2016 is negative - a 
deficit of 1.2% of GDP at the end of the year is 
reported, which is lower than envisaged in the Law on 
the State Budget of the Republic of Bulgaria (1.9% of 
GDP). 

The level of government debt continues to be a 
positive factor for Bulgaria in a comparative aspect 
compared to the EU indicators. The average leverage 
for the union is about 83.3% of GDP as of September 
2016, and for the Eurozone it amounts to 90.1% of 
GDP. 

The banking sector can be defined as stable - with 
high liquidity levels and capital adequacy. The deposit 
base in the sector continues to grow and lending 
shows slowdown in the negative trends. The held  in 
2016, Asset Quality Review (AQR) and ST (Stress 
Test) confirm the stability of the system, although for 
individual participants some adjustments are required. 

For the period of updating (2015-2016) in the 
shareholding structure of „United Bulgarian Bank“ АD 
(UBB) there are not substantial changes and major 
shareholder with a share of 99.9% remains the 
National Bank of Greece. The shareholding capital 
continues to be in the amount of BGN 75 964 082. In 
progress is the procedure of acquisition of shares of 
the bank from the Belgian group KBC which is an 
owner of „CIBANK“ ЕАD. If a merger happens 
between the two banks, a third bank insitution in size 
would be formed in the country (after Unicredit 
Bulbank and DSK Bank)  with an aproximate market 
share of 11%.  

According to a press release as of 22.05.2017 of the 
Bulgarian National Bank, the central bank issues a 
prior approval to aquire directly „KBC Bank“ N.V., 
Belgium, of 99.91% of the equity  of „United Bulgarian 

Bank“ AD. 

In regard to the participations in subsidiary and 
associated companies of UBB, the only change 
occurred in 2016 is a change related to a capital 
increase of „UBB – Metlife Life Insurance Company“ 
АD (made with own funds of the company in the 
amount of BGN 5 400 thousand). 

During the analyzed period, there are not changes in 
the composition of the Board of Directors of the bank, 
but there is a change in its structure. Since May 2016, 
the position Chairman of the Board of Directors is 
taken by the non-executive member Marinis 
Stratopoulos, who has replaced Mr. Stilian Vatev – 
Chief Executive Director. The change is made due to 
a restriction in Code of Corporate Management which 
states that the chairman’s position should be taken by  
a non-executive member of the Board of Directors. 

During the last complete year (2016) the capital basis 
of the bank reports a decline. The decrease is 
connected to the decline of Tier 1 capital (mainly due 
to distributed divident at the end of 2016) and, to a 
lesser extent, as a result of the reduction of the Tier 2 
capital (due to the payment of due amounts under the 
subordinated term debt). The observed in 2016 
reduction of risk weighted assets does not 
compensate entirely the decline of the capital basis, 
as a result of which a decline is available on a yearly 
basis in the total capital adequacy and capital 
adequacy of Tier 1 capital. Despite the decline at the 
end of 2016 the indicators for capital adequacy of 
UBB are maintained at a higher level compared to the 
average for the banking system and the first group of 
banks. 

During 2016, there is a substantial decline of the net 
classified exposures compared to the previous year 
which, however, to a great extent is compensated by 
the decline of the capital basis, as a result of which 
the ratio of net overdue exposures and capital base 
decreases poorly continuing to report higher values of 
these for the banking system and the first group of 
banks. 

The decrease in capital at the same time with over 
than a double growth (on a yearly basis) of the net 
profit determines the sensitive increase of the return 
on equity, which reaches 9.07% (4.10% for 2015). 
The reported positive dynamics comes close to the 
value of the indicator for the banking system 
(10.64%), the first group of banks (12.51%) и and the 
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reference group1 (13.99%). 

During 2016, the attracted funds of UBB report a 
growth of 7.9%, as in the structure the deposits  
continue to be dominant. For comparison, during the 
indicated period the banking system is characterized 
by a growth in the attracted funds of 5.7%, and the 
first group of banks of 5.5%.  

The share of the deposits of individuals in the deposit 
base (regardless deposits of credit institutions) is a bit 
over the reported for the sector (63.7%) and for the 
first group of banks (67.7%). 

At the end of 2016, the share of the largest 15 
deposits reports a slight increase during the year, but 
it does not indicate yet troublesome concentration in 
the deposit base. 

During 2016, an annual report is reported in the size 
of assets of 4.5%, which is a bit lower than the 
average for the banking system and for the first group 
of banks, which increase by 5.2% during the year. 

During 2016, the investment portfolio of the bank 
reports a substantial growth (51.6%), mainly 
connected to the debt instruments.  

During 2016, a more tactile decline is observed in the 
gross loans of UBB, after relatively low changes for 
the previous two years (within 1% – 2%),. The net 
crediit portfolio decreases at approximately the same 
pace.  

In the structure of the credit portfolio there are not 
substantial changes in the period of updating, as a 
high risk of concentration on the observed criteria 
continues to lack. 

The share of non-performing loans reports a slight 
decline in 2016, as in a comparative aspect remains 
higher than the average for the banking system. The 
deteriorated portfolio is characterized by the following 
characteristics: 

 Newly impaired loans continue to decrease; 

 Written-off receivables decrease by ~30% on a 
yearly basis; 

 Gross arrears ratio continues to decrease and 
reports its lowest value for the last  5 years; 

 Net arrears ratio has a negative value; 

                                                 
1 It includes two banks before and after the rated bank – determined 
by size of the balance sum (DSK Bank, First Investment Bank, 
Eurobank Bulgaria and Raiffeisen (Bulgaria) 

 The coverage of gross classified imapirment 
loans is slightly lower than the average for the 
banking system. 

During 2016, UBB generates an operating profit of 
BGN 238 708 thousand, which is higher by 19% than 
the formed for the previous year and net profit of BGN 
111 261 thousand, which is higher by 127.5% than 
the reported for 2015.  

During the period of updating, the value of the 
indicator Return on interest bearing assets maintains 
the marked downtrend in the previous four years, as 
in a comparative aspect its level at the end of 2016 is 
slightly lower than the average for the banking 
system. 

During 2016, the downtrend is maintained in the 
indicator Value of interest liabilities, as its value is 
below the average levels for the banking system and 
the first group of banks.  

The bank continues to report lower values for gross 
interest spread than the average for the banking 
system and the first group of banks, and for the net 
interest margin tha the average for the first group of 
banks.  

The ratio Return on assets is at the level of 1.63% at 
the end of 2016, compared to a substantial increase 
of 0.87 p.p. on a yearly basis. In a comparative 
aspect, the value of the indicator is over the average 
for the banking system (1.42%), but below this for the 
first group of banks (1.75%). 

During the period of updating, the share of the equity 
in total liabilities of UBB decrease by 2.8 p.p., as from  
18.6% at the end of 2015 reach 15.8% at the end of 
2016, with which is discontinued the uptrend of the 
previous two years. In a comparative aspect, the 
value of the indicator moves to the average levels for 
the banking system and for the first group of banks 
(respectively, 13.2% and 13.9%, which are without 
any change in 2016), but continue to take a position 
after them. 

The liquidity ratio increases by 3.74 p.p. in 2016 and 
reach 40.26% at the end of the year as the reported 
value is the highest for the last five years and the 
bank ranks over the average levels for the banking 
system (38.2%) and the first group of banks (38.8%).   

At the end of 2016, the value of the ratio of gross 
loans to deposits decreases affirming the formed 
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overall downtrend for the last five years (a deviation 
from the trend there is only in 2014), as in a 
comparative aspect it is still characterized with a 
higher value than the average for the banking system 
(73.5%) and the first group of banks (73.6%). 

BNB recommends the ratio of liquid assets in the 
meaning of Ordinance 11, to attracted funds from 
individuals, households and institutions different than 
the credit ones of at least 20%. The value of the ratio 

for the rated bank at the end of 2016 continues to be 
substantially over the recommended. 

During 2016, UBB continues to rank 4th in the 
banking system by size of assets, and by size of 
deposit base and of loans the bank moves from fourth 
to fifth position, as by these indicators Eurobank 
Bulgaria AD is placed before UBB.  

   

 
 
Main Financial Indicators: 

(thousand BGN)  2016 2015 2014 2013 2012 

Balance Sum 6 831 636 6 540 475 6 570 266 6 715 191 6 347 742 

Gross Loans 4 542 488 4 942 539 5 024 689 5 024 151 5 272 440 

Equity 1 082 343 1 217 792 1 165 340 1 087 789 1 070 049 

Total Interest Income 283 465 307 046 350 708 378 248 417 513 

Net Financial Result 111 261 48 907 76 219 17 030 -40 695 

Return on Assets 1.63% 0.76% 1.15% 0.26% -0.63% 

 
*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 STRENGTH 
RATING 

Initial Rating Update Monitoring 

04.06.2014 03.06.2015 08.09.2015 

Long-term rating : ВВ- BВ- 
ВВ- 

(under review) 

Outlook : stable positive - 

Short-term rating : B В 
B 

(under review) 

 

 


