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BCRA – CREDIT RATING AGENCY 

 

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 European Securities and Markets 
Authority (ESMA), without any territorial or other 
limitations  

BCRA – Credit Rating Agency (BCRA) assigns 
to Varengold Bank AG, Germany the following 
ratings: 

 - Long-term Deposit Rating: ВВB-;  

 - Outlook: Stable; 

 - Short-term Deposit Rating: A-3. 

BCRA’s adopted Methodology for assignment 
of Bank’s Rating has been applied 
(https://www.bcra-
bg.com/files/bank_methodology_2018_en.pdf). 
For elaboration of the report and assignment 
ratings, information from European Central Bank, 
Deutsche Bundesbank, German Federal Financial 
Supervisory Authority (BaFin), information provided 
by Varengold Bank AG, and the BCRA database, 
consultants and other sources of public information 
is used.  

Germany is a member state of the European Union 
and one of the original 11 countries to adopt the 
euro as its currency. Thanks to its burgeoning 
economy and strong institutions, the country retains 
considerable influence both in the international 

community and in the European Union. Long-term 
competitiveness is supported by openness to global 
commerce, well-protected property rights, and a 
sound business regulatory environment. The 
judiciary is independent and the rule of law prevails. 

Germany is the largest economy in the European 
Union and the fourth largest in the world in terms of 
nominal GDP. German economy is strong, 
diversified and high value-added with solid 
macroeconomic fundamentals. Despite the global 
economic turmoil, Germany has quickly emerged 
from the crisis and currently marks a strong 
economic performance. 

The German market is characterized by its large 
scale and competitiveness. The country runs a 
persistently large current account surplus, averaged 
round 7.6 percent of GDP over the last five years. 
The current account surplus is expected to remain 
high and narrow only gradually over medium term.  

Labour market conditions are favourable and 
correspond to the needs of the economy. In the last 
five years, labour force expands in total as employed 
persons gradually increase in number while 
unemployed persons decrease by a fifth over the 
period. Ageing population and further activation of 
inactive groups are among the main challenges on 
the way to maintain the current positive dynamics of 
the labour market as a crucial part of the economic 
system. 

Average incomes in Germany are among the highest 
in the EU in nominal terms as well as by the PPS. 

mailto:v.petrov@bcra-bg.com
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The real GDP per capita is on the rise after 2009 
and additionally fuels the process.  

Measured by the average annual rate of change of 
the HICP, price level in Germany has demonstrated 
a smooth rise since the end of 2016 after two years 
of low inflation (under 1%) and with reversing of the 
external deflationary pressures. Prices of main food 
commodities are also on the rise worldwide, which 
will put additional inflation pressure in the course of 
2018. 

Germany’s public finances remain sound and 
stable, supported by the favourable economic 
conditions in the country. The general government 
budget has been running a surplus since 2014. With 
its surpluses, Germany stands out from much of the 
rest countries in the Eurozone where many 
governments run budget deficits that are often 
higher than the 3 percent allowed under EU rules. 

In 2017, thanks to the accumulated budget 
surpluses, debt-to-GDP ratio fell back to pre-crisis 
levels. Although at 64.1 % of GDP public debt is still 
above the Maastricht treaty, the ration is expected 
to fall below the 60 % threshold over the next couple 
of years, possibly by 2019. This would further 
ensure the sustainability of public finances and 
make Germany’s fiscal position more resilient to 
risks and shocks. 

The Banking system of Germany is significantly 
large, with assets amounting to above 240 % of the 
GDP and a third of the total financial system’s 
assets. As of February 2018, the total Assets 
amount to billion € 7 836.3 and have kept stable 
levels, following a decline of more than 8% since 
2012. 

As of February 2018, there are in total 1 627 credit 
institutions operating on the German market. These 
are divided into 3 main “pillars”: Private commercial 
banks, public savings banks and cooperative banks. 
Although stable, the German banking sector has 
experienced a period of consolidation in the past 15 
years, with mostly noticeable effect at the local 
savings banks and cooperative banks’ level. 

For the analysed period (2009-2017) a stable period 
for the total assets has been observed, following a 
slight decline; increased lending to non-MFIs and 
decreased lending to MFIs. Funding has recorded a 
steady increase since 2013, mainly due to the 
deposits from NFS. The overall Credit Activity has 
been stable in the last 3 years after a slight decline 
in 2013. The lending to banks has decreased, but is 
balanced by increased lending to non-MFIs. 

Corporates remain the main borrowers from the 
NFS. 

For the past 8 years, the German Banking sector has 
kept quite high levels of liquid assets, the banks are 
well capitalized, keeping both Capital and Tier1 
Capital Adequacy ratios well above the required. The 
non-performing loans have been on the downturn 
ever since 2009 reaching levels of 1.69% of the total 
loans in 2016. Among peer countries, only in 
Germany the trend of constant decline has been 
observed. The amount of provisions in the banks’ 
balance sheet develops in a rather volatile manner, 
with a tendency of declining. The German Banking 
system is recording positive profitability, after 
registering a year with a loss in 2009. 

Varengold Bank AG was founded in 1995 as a 
limited liability company named Varengold 
Vermittlungs-und Handelsgesellschaft mbH. 

In 1998 Varengold obtained a license for financial 
institutions and in 2013 obtained the license 
extension as a deposit credit institute pursuant to the 
KWG. The current name ‘Varengold Bank AG’ was 
entered in the commercial register in July 2013. The 
company was founded as an asset management 
boutique, and focused on the development of 
unique, specialized hedge fund strategies from the 
managed future space. Its current core businesses 
are with focus on Marketplace Banking and 
Commercial Banking, but the bank offers also a wide 
portfolio of products and services. Varengold Bank 
has its headquarters in Hamburg and another office 
in London. A couple of restrictions (certain 
conditions) in the license issued in 2013 were 
essential to the Bank business activity:  

 • Loans may only be granted against the pledge of 
securities collateral (Lombard lending) - this 
restriction was cancelled in Dec 2017 by BaFin; 

 • The Bank must, as long as the core capital is less 
than EUR 10 million, maintain a liquidity portfolio 
(with credit ratings of categories 1 and 2) which is 
equivalent to at least the level of liabilities of 
Varengold Bank AG for the redemption of deposits 
due each day or funds transferred in connection with 
the implementation of investment services 
(especially cash collateral); 

 • In addition to the regulation that banks such as 
Varengold must have a hard core capital ratio of 4.5 
%, a core capital ratio of 6.0% and an overall capital 
ratio of 8.0% at any time, the VGB should maintain 
an additional capital requirement - capital ratio must 
not fall below 12 % in the first three years after June 
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2013 (adjusted to 10 % from 10.10.2016 - BaFin) 
and conservation capital buffer must consist of hard 
core capital of 1.25%. 

The subscribed capital of the bank amounts to EUR 
4 140 282 at the end of 2017 and it has increased 
in January 2018 against cash contributions by EUR 
2 070 141 to EUR 6 210 423, which is separated in 
the same amount of bearer shares without par 
value. Varengold Bank has increased its subscribed 
capital several times since 2009, as in the last two 
years – 2016 and 2017 – the subscribed capital rise 
is stronger: EUR 974 184 in 2016 and EUR 1 217 
730 in 2017.  

No shareholders hold more than 25% of the bank's 
capital.  

Varengold Bank has a two-tier management system 
– Board of Directors and Supervisory Board. 
Currently the Board of Directors consists of: 

 - Dr. Bernhard Fuhrmann - responsible for back 
office at Varengold and holds the functions of the 
Chief Risk Officer (CRO) and the Chief Financial 
Officer (CFO).  

 - Frank Otten - leads the bank’s front office 
departments. He is primarily responsible for the 
Commercial Banking and PB Marketplace Banking.  

Capital Adequacy   

In 2016 and 2017, the risk-weighted assets (RWA) 
and capital base of the bank are growing both on 
standalone and group basis. The capital and the 
RWA growth are in line with the strategy of the bank 
that, on the one hand, aims at coping with the 
regulatory challenges and, on the other hand, is 
targeting at expansion of its business volume.   

The capital base of the bank consist only of Tier 1 
capital. At the end of 2015, the capital is formed 
solely by Common Equity Tier 1 (CET1), while in 
following years (2016, 2017) Additional Tier 1 (AT1) 
capital is attracted. The AT1 capital’s share in 
capital base amounts to 23.8 % at the end of 2016 
and to 21.4 % as of end of 2017. The AT1 is without 
maturity and can be repaid only based on bank’s 
solely discretion. As of the date of the preparation of 
the rating report, the bank does not plan to repay 
the additional capital, since the interest on the AT1 
instrument is very low. 

                                                 
1 According to the published on 6th of March 2018 by the 
European Banking Authority (EBA) thirteen report of the CRDIV-
CRR/ Basel III monitoring exercise 

During the analysed period the capital ratios of 
Varengold Bank AG are relatively stable and above 
the regulatory capital requirements. 

Comparing the Total capital ratios and Tier1 capital 
ratio of the rated bank with the average ratios of the 
German banking system shows that at the end of last 
three years the ratios of Varengold Bank AG (on 
group and standalone basis) are lower than the 
average. The only exception is at the end of 2016 
when on standalone basis the Tier 1 capital ratio of 
the bank exceeds the average for the German banks 
with 1.52 p.p. 

As of June 2017 comparing the capital ratios of 
Varengold Bank AG (on group and standalone basis) 
with the average figures for the monitored EU 
banks’1 shows that the figures of the rated bank are 
generally lower than the average, with only exception 
to T1 capital ratio on standalone basis.  

When calculating risk-bearing capacity, the bank 
uses the going-concern approach based on figures 
on the balance sheet and profit and loss statement. 
The risk-bearing capacity utilization rate as at 30 
March 2018 was 50% (62% as of end of 2017).  

The figures as of H4’2017 and Q1’2018 show that 
the separate risks’ exposures are within the 
approved limits. 

As per the EBA’s thirteenth Report of the CRDIV-
CRR/ Basel III monitoring exercise on the European 
banking system the analysis of leverage ratio (LR) 
shows that there has been a continuous increase in 
the last periods. The analysis estimates the LR at 
5.0% as of June 2017 (5.0% as of December 2016). 
A small percentage of institutions in the sample (2.5 
%) would be constrained by the minimum leverage 
ratio requirement (3 %) on top of risk-based 
minimum requirements. At the end of June 2017 the 
reported by Varengold Bank AG leverage ratio is 
below the average and below the threshold of 3 %. 
In result of further improvement at the end of 2017, 
the bank’s leverage ratio is above the minimum 
threshold (on standalone basis ~5.2 % and on group 
basis ~4.5 %). 

In order to support the planned expansion of 
business and its inherent risks, the bank assumes 
additional equity capital to be required. 
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Resources 

In 2013, when the Bank received an extension of 
banking license, a change in the business model of 
its operations begun and respectively it changed the 
system and the amount of financial resources it has 
collected. Between 2014 and 2017, the funds 
payable to customers and credit institutions 
increased steadily and dominated in the structure of 
resource base with 98.8% (31.12.2017), 
subsequent to similar levels in 2016 and 2015 (99.2 
% and 99.0 %, respectively).  

An important fact for the assessment of the bank's 
deposit base is the presence of blocked cash 
amounting to MEUR 241 (at 21.09.2017) at 
accounts of one of the Varengold’s shareholders 
(ex-major shareholder), who was under 
investigation. At the end of 2017, after the release 
of blocked cash, the bank’s deposit base declined 
significantly (29.1 %) and began to increase in the 
first quarter of 2018 (14.9 %). Once this cash leaved 
the bank; there is no more concentration in the 
deposit portfolio. 

The funds in category “Liabilities to customers” 
continue to rise constantly till the end of June 2017 
- from amount of TEUR 1 164 in 2012, or 6.0% of 
the total resource base, to amount of TEUR 666 662 
at the end of June 2017 (98.6 % of total resources). 
Another category in the resource base are 
subordinated liabilities (instruments of 
supplementary regulatory capital). Their amount is 
TEUR 5 000, starting from 2014 (19th of August) 
and staying stable at this value until 03.2018, its 
share being less than a percent for the last two 
years. 

Assets Quality 

Varengold Bank AG’s license was received in June 
2013, therefore for first complete financial year is 
adopted the year 2014. This year, the asset size 
jumped sharply (near 7 times compared to the 
previous year) and was thus considered as the first 
to compare for the years of analysis and for the 

registered growth. In the next 2015, the registered 

growth is also significant - 70.2 %, while in 2016, it 
slows down and stands at 2.1%.  At the end of 2017, 
a significant decline of 27.5% was recorded, mainly 
due to the release of the blocked funds of the above-
mentioned shareholder, held with the Central Bank 
in amount of more than 1/3 of total assets. However, 
at the end of 2018 First quarter, the overcoming of 
this effect can be noted, with a significant 15.9 % 

increase in the amount of assets for only three 
months. 

The structure of the bank's assets during the years 
of the analysis is indicative of policy changes in the 
Bank's core business, with an emphasis on that of 
2016 when Capital Markets Brokerage was 
terminated. Previous years with the largest share 
(over half) in the assets structure are those being in 
Trading Portfolio - 53.0% in 2015, while at the end of 
2016, their value is negligible and almost zero. 
Significant share during previous years had the Cash 
and Balances with Central bank - 74.2% for 2016 
compared to 36.1% in 2015. This substantial amount 
of liquid assets in the balance was due to the 
uncertainty around the frozen deposits of the 
shareholder /above-mentioned case/, at that 
moment. Since the release of the blocked amount in 
December 2017, the share of Cash and Balances 
with Central bank balance sheet position falls to 
18.1% of the assets. Excluding the need to maintain 
a high level of cash and blocked funds, the share of 
the Loans to NFS in the assets is gradually 
increasing - from only 4.1% for 2015, by the end of 
2016 they increased to threefold reaching total 
amount of 75.5 M EUR, having a share of 12.3%. In 
2017, they continued to increase to 57.1% of the 
portfolio. 

Figure: Assets Structure Dec.2017 

 

Varengold Bank AG currently acts as a parent 
company to a number of subsidiaries and has 
participation in a few other companies. The bank is 
currently in full possession of Varengold 
Verwaltungs AG (Hamburg); Varengold Capital 
Securities Ltd. (Hong Kong); Varengold Capital 
Holdings Ltd. (BVI) and its subsidiaries Varengold 
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Varengold Capital Investment Company Ltd. (BVI) 
and Varengold Capital Management Ltd. (BVI). 

The Trading Portfolio of the bank has undergone 
some major changes in the past years. In 2014, 
when the Capital Markets Brokerage was 
established, the trading portfolio securities 
amounted to 187.3 MEUR. A year later, that amount 
almost doubled. In contrast, in 2016 the fixed-
income securities were decreased almost tenfold. 
After revising the business strategy in March 2016, 
the Capital Markets Brokerage division no longer 
aligned with it. The Management decided to close 
this business, due to its risky nature and highly 
volatile revenue stream and instead to focus on the 
Prime Brokerage and Commercial Banking. This 
resulted into complete depletion of the Trading 
Portfolio securities by June 2016. Since 2016, the 
Gross Trading investments consist of fixed- and 
non-fixed-income securities, dominating by the 
latter by the end of 2017. The bank invests almost 
entirely in listed securities – 98.6% at the end of 
2017. The share of securities, rated BBB- to BBB+ 
remains the most dominant class, followed by the 
less risky AAA to AA-. A general improvement in the 
quality of this portfolio is observed, as at the end of 
2017 securities rated AAA to AA- rose to 28.9% 
(23.4% in 2016), and those with rating under BBB- 
declined from 16.7% to 7.1%. 

Given the relatively low size of the loan portfolio 
/Loans to NFS/ in previous years, the total amount 
of the Non-Performing Loans /NPL/ also represents 
a relatively low ratio to the Bank's Total Credit 
Portfolio The level of the indicator Classified loans / 
Loans to NFS Ratio is low enough and reflects the 
good quality of the loan portfolio at this stage of the 
bank's development. In the new situation of 
increased size of the loan portfolio for the bank, it 
will be very important to maintain the low level of this 
indicator. This is important for the Bank's Deposit 
Rating assessment, as the quality and structure of 
assets have a greater impact on the rating 
compared to its size and profitability. 

It can be assessed, in the circumstances of the 
lending license, that the Bank has a rather 
conservative credit policy with regard to collateral 
and in this sense; the risk of realization of collateral 
is reduced. 

Earnings Quality 

In the incomes’ structure, dominating share of Non-
interest income marks a sustained trend of 
decrease for last two years, because of business 

activity change. The increase in Net Interest income 
is a result of the rising volumes of the Loan portfolio 
and, to a lesser extent, of declining interest rates on 
the attracted resources. Since 2015, a negative 
impact on interest yield has the negative interest rate 
on cash deposits (reserves) at the Central Bank. Net 
Trading portfolio Income reaches a peak for the 
analysed period in 2015 (MEUR 11.1), ever after 
steadily decreases. Operating Expenses have a high 
growth trend in 2013-2015 (in 2014 and 2015 46% 
and 64% respectively), declining by 25.8% in 2016 
and 13.7% in 2017. The decrease in last two years 
is both on wages and other operating costs and as 
main reason is the closure of the CMB division. 

The Net annual financial result has been Loss in 
three of the last five completed financial years, with 
a cumulative Retained Loss at 31.12.2017, 
amounting to TEUR 19 947, which is a prerequisite 
for a negative assessment of the profitability of the 
banking activity. On the other hand, management 
initiated and implemented strategic shifts resulting in 
a reduced loss since 2015 and a 2017 pre-tax profit 
to the amount of TEUR 575. 

The positive changes in the Interest income and the 
Earning Assets less Cash reserve in last period 
results in an improved ratios: Interest Income / 
Average Earning Assets (return on interest-bearing 
assets) – 1.11% by the end of 2017 (1.05% 2016); 
and Net Interest Income / Average Earning Assets - 
0.81% - 2017 (0.37%-2016); On the Interest 
Expense / Average Interest-bearing Liabilitie ratio  
the Bank is positioned at a relatively good level. 
Changes in the Net Interest spread are also positive 
throughout the period with an upward movement in 
2016 (to 0.56%), and 0.83% in 2017.  

The Net non-interest income to Operating Expenses 
ratio shows an improvement since 2015 and as a 
result, the Net non-interest income covers a larger 
volume of operating costs (an average of 84.1% over 
the past 3 years). Net loss generated in the three of 
last five completed financial periods results in 
negative values of the Net Income to Average Assets 
ratio. At the end of 2017 and first quarter of 2018 due 
to positive financial results, the ratio also marks 
positive values. 

Operating result during the period is similar - loss in 
three of five completed financial years, having loss 
reduction in 2016 more than two times (from TEUR -
5 818 to TEUR - 2 523) and a profit in 2017 (TEUR 
556) and Q1’18 (TEUR 1 908). 

Liquidity 
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The Risk Controlling Unit of the bank monitors on 
daily basis the approved limits for the liquidity and 
investment portfolio. 

For the last five completed years, the amount of the 
short-term assets has been constantly increasing 
and decreased ony in last year. Despite the 
decrease of the short-term assets in 2017, the level 
of their ratios towards total assets, attracted capital 
and total deposits remain on relatively high levels. 
On other hand, the ratio of net loans towards total 
deposits increase with 50.0 p.p. but its level 
continue to be relatively low and far below 100%. 

The comparison between the values of Varengold’s 
loans to deposits ratio with the average values of 
this index for the banking system and for the peer 
group of banks shows that the levels of the rated 
bank are much lower than the average. 

Since 2013, the equity to liabilities ratio decreased 
and equals to 2.26% at the end of 2016, while the 
average values for the index of reference group of 
banks and bank sector are ~9% and ~6%. In 2017 
and first quarter of 2018, the ratio of Varengold Bank 
AG increased with 2.07 p.p. and 0.88 p.p. and at the 
end of March 2018 is 5.21%. 

As per the EBA’s thirteenth Report of the CRDIV-
CRR/ Basel III monitoring exercise on the European 
banking system the average LCR at end of June 
2017 was 143.1% (139.5% as of end of December 
2016) and all banks in the sample show a LCR above 
the full implementation minimum requirement, 
applicable from January 2018 (100%). For the period 
2014-Q1’2018 the liquidity buffer of Varengold Bank 
is characterized with volatile values, notwithstanding 
that during the period the bank’s LCR levels are 
significantly above 100%.  

 
 
 
 
 
Key figures 

(TEUR)  Q1’2018 2017 2016 2015 2014 2013 

Balance Sum 515 910 445 212 613 895 601 215 353 181 53 112 

Gross Loans 290 544 274 543 91 559 53 682 94 384 18 573 

Equity 25 536 18 460 13 578 2 400 12 078 8 677 

Total Net Interest Income 1 707 3 841 1 578 -2 408 634 125 

Total Net Non-Interest Income 4 509 11 110 14 020 16 612 13 901 5 278 

Net Financial Result 1 280 24 -1 486 -13 218 209 -3 681 

Capital adequacy (%) n/a 14.2% 17.8% 14.0% n/a n/a 

Classified Loans / Loans to NFS (%) 0.91% 0.86% 1.64% 2.67% n/a n/a 

Classified Loans / Capital base (%) n/a 9.4% 9.9% 12.5% n/a n/a 

Corrected Leverage ratio n/a 24.5 46.5 342.6 31.7 7.1 

Net Interest Income / Average Earning Assets (%) - 0.81% 0.37% -1.13% 0.65% 0.52% 

Net Income / Average Total Assets (%) - 0.00% -0.24% -2.77% 0.10% -8.82% 

Liquidity Coverage Ratio (%) 256.4% 200.4% 2 277.9% 222.5% 341.6% n/a 
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Varengold Bank AG can be considered as a classic niche provider in all its business activities. As an 
advantage for the bank, in particular could be accepted short decision paths, tailored products and 
established infrastructure. In this sense, the general assessment of the Bank takes into account the 
specific of the bank as a small bank with a specific focus.  

The relatively short period of VG's activity as a bank after receiving a banking license (initially with 
some restrictions), the legacy of previous management and strategies, the comparatively low volume 
of activity, the shareholders’ structure before, the accumulated financial loss in previous years 
/reflected in most evaluated yield indicators/ are among the most important factors for the assigned 
rating. 

The  successful implementation of the changed strategy, capital raise, expanding the volume of the 
loan portfolio while preserving its good quality and increasing of the operating profitability, are among 
the factors that can have a positive impact on the bank's assessment. 

The deposit rating is an estimate of the ability of the rated bank to repay the deposits in national and 
foreign currencies. As such, factors as liquidity, asset quality and resource base structure are more 
influential than the size and growth of bank assets and liabilities, and yield indicators. At the same 
time, the latter have an impact on the overall assessment of the bank.  

The “stable outlook” as part of the BCRA assessment reflects the expectations of the experts for a 
long-term steady performance of Varengold Bank AG on the banking market. 


