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FINANCIAL STRENGTH RATING * Monitoring Update Update 

Date of Rating Committee: 27.01.2016 10.05.2016 11.05.2017 

Date of Publication: 12.02.2016 11.05.2016 16.05.2017 

Long-term rating: BBB- BBB- BBB- 

Outlook: negative negative stable 

Short-term rating: А-3 А-3 А-3 

National-scale long-term rating: АА- (BG) АА- (BG) АА- (BG) 

Outlook: stable stable stable 

National-scale short-term rating: А-1+ (BG) А-1+ (BG) А-1+ (BG) 

*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 (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) updates 
the ratings assigned to “DSK Bank” ЕАD as 
follows: 

 Long-term financial strength rating: BBB-, 
outlook: „stable”, short-term rating: A-3; 

 National-scale long-term rating: AA- (BG), 
outlook: „stable”, national-scale short-term 
rating: A-1+ (BG). 

The officially adopted by BCRA methodology for 
assigning financial strength ratings to banks is 
used   http://www.bcra-bg.com/files/file_377.pdf. 

To elaborate the report and to 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. 

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. 
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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. 

During the period under review (12.2015-12.2016), 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 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. 

Within the analyzed period there are not changes in the 
share structure of DSK Bank and it remains 100% 
ownership of Hungarian OTP Bank. OTP Bank ends 
2016 with a net profit in the amount of HUF 202 210 
million (645 million EUR) on a consolidated base, 
which is growth of over  210% on a yearly basis. 

In the chart below there are subsidiary and associate 
companies of DSK Bank at the end of 2016. Compared 
to the previous year the only change is related to 
establishment of a new company – DSK Mobile EAD – 
in September 2016. The capital of the company at the 
moment of the report is 100% ownership of the bank 
and is in the size of 250 thousand BGN. The scope of 
activity is „Mediation in trade with goods and services, 
marketing and advertising activities, development and 
operation of IT systems for data processing, and 
implementation of other activities in accordance with 
requirements of operating regulations“. 

 

Subsidiary and associate companies 2016 

(thousand BGN; %) Value Share 

DSK Tours ЕООD 8 491 100.00% 

PAC DSK - Rodina АD 10 972 99.75% 

DSK Asset Management AD 12 061 66.00% 

DSK Bul-project ООD 0 0.00% 

DSK Trans Security ЕООD* 2 225 100.00% 

DSK Leasing AD** 1 962 60.02% 

Cash service company AD 2 490 20.00% 

                                                 
1 The reference group of banks includes a bank before and three 
banks after DSK Bank by size of assets as of 12.2016 

Subsidiary and associate companies 2016 

DSK Mobile ЕАD 7 200 100.00% 

 45 401  

*DSK Trans Security EOOD is 100% owned by  „DSK Tours“ ЕООD 
**DSK Leasing AD owns 100% of the capital of DSK Auto Leasing EOOD, DSK 
Operating Leasing EOOD, DSK Leasing Insurance broker EOOD 

 

During May 2016, a new change is made in the 
composition of the Supervisory Board of DSK Bank, as 
Attila Kozsik is included to the members. 

In the Management Board of the bank there were not 
changes during the period of updating. 

During the period under review, there are not 
substantial changes in the network of the bank. The 
number of financial centres increases by one,  
the subsidiaries are 6 less, the affiliates are 6 less, but 
the bank offices increase with the same number. 

During 2016, there were not changes in the registered 
share capital of DSK Bank and it continues to be in the 
amount of BGN 153 984 thousand. 

The capital base decreases by 1.5% (16 565 thousand 
BGN), as the decline is in line of the Tier 1 capital (a 
decline of 0.9%), as well as this of Tier 2 capital (with a 
zero value at the end of 2016). At the same time, with 
a slight decrease of the capital base, the bank reports 
a fast-growing decline of risk weighted assets (3.54%), 
as a result of which the total capital adequacy and the 
capital adequacy of the Tier 1 capital increase. In a 
comparative aspect, the rated bank continues to 
maintain lower levels of the capital adequacy than the 
average for the first group of banks and for the banking 
system, but substantially higher than the regulatory 
requirements.  

Unadjusted and adjusted levels of leverage report a 
slight increase, as for the first time in the past 5 years, 
the bank records higher adjusted leverage values (by 
0.23, 0.55 and 1.18) compared to the average for the 
reference group of banks1 and the average for the 
banking system and for the first group of banks. 

During the period under review, the downtrend started 
in 2012 in the value of Net classified exposures to 
Capital base continues, as the decline reported in 2016 
is due to the anticipated decrease in net classified 
exposures (9.6%) compared to the capital base (1.5%). 
On a comparative basis, the bank continues to report a 
higher value (over 10 p.p.) than the average for the 
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banking system and the first group of banks. 

In 2016, the attracted funds of DSK Bank report growth 
of 5.2%, which is close to that registered for the 
banking system (5.7%) and the first group of banks 
(5.5%). 
 

Return on equity report a slight decline (0.70 p.p.), 
reaching 18.92% at the end of the period. The bank 
continues to maintain significantly better levels than the 
average for the banking system and the first group of 
banks. 
 
In 2016, the attracted funds of DSK Bank report growth 
of 5.2%, which is close to the registered in total for the 
banking system (5.7%) and for the banks from first 
group (5.5%). To a great extent, the increase of 
attracted resources of the bank is determined by the 
increase of deposits of individuals and households that 
continue to dominate the resource structure. 
 
At the end of 2016, the level of the share of the 15 
largest deposits of DSK Bank does not indicate 
availability of concentration. 
 
During 2016, the assets of DSK Bank report growth of 
4.8%, after two consecutive years of double-digit 
growth (12.3% in 2014 and 11.4% in 2015). The rise 
again, as well as in the previous year, is the largest with 
cash and cash balances at central banks. 
 
The marked asset growth is close to and slightly lower 
than the total growth for the banking system. 

DSK Bank's credit portfolio as size remains at almost 
the same level as the previous two years, being 
dominated by retail exposures.  

In 2016, DSK Bank's investment portfolio reports a 
substantial increase of 28.3% (84.7% in 2015), which 
is mainly due to the increased volume of government 
securities (mainly Bulgarian government securities), 
whose share in investments exceeds 80% at the end 
of the year. 
 
With regard to the sector structure of the corporate 
credit portfolio there have been no major changes or 
changes in trends in the past year. 
 
The maturity structure for corporate clients remains 
well diversified, while in retail banking the exposures in 
the group has the largest share with a residual maturity 
of over 5 years. 

In the structure of the credit portfolio by original size 

there are not changes in 2016. 

In 2016, the non-performing loans of DSK Bank report 
a substantial decline on a yearly basis (13.2%), which 
leads to a decline in the share of the non-performing 
loans in the gross portfolio by 2.8 p. p. (up to 18.6%). 
The achieved level is only by 0.3 p.p. over the average 
for the banking system. 

The coverage of the gross classified loans by total 
impairments reports a slight decrease (to 57.46%), its 
level remainis significantly (by about 5 p.p.) higher than 
the average for the banking system. 
 
During 2016, the downtrend in return on interest-
bearing assets of both the rated bank and the banking 
system (BS) and the first group of banks continues. At 
the end of the year, the indicator of the bank amounts 
to 5.42% (the lowest level for the last five years), as its 
level continues to exceed the banking system (4.51%) 
and the first group of banks (4.79%). 
 
The price of interest liabilities reports an annual change 
in direction of decrease for DSK Bank (by 0.32 p.p.), for 
the system (by 0.52 p. p.) and banks from the first group 
(by 0.47 p. p.). At the end of the year, the level of the 
indicator amounts to 0.14%, the Bank continues to 
have a favourable position with substantially lower 
values than the average for BS (0.67%) and the first 
group of banks (0.63%). 
 

The values of gross interest rate spread and net 
interest margin for the rated bank report a decrease in 
2016, as in a comparative aspect they continue to be 
higher than the average for the banking system and the 
first group of banks. 
 

In 2016, for the first time in the last five years, DSK 
Bank reports a decrease (0.49 p.p.) in the value of 
return on assets, amounting to 2.47% at the end of the 
year. On a comparative basis, the bank continues to 
position itself better than the banking system and the 
first group of banks, whose values amount to 1.42% 
and 1.75% at the end of the period. 

DSK Bank generates a net profit for 2016 in the amount 
of BGN 282 195 thousand which is a decline of 7.7% 
on an annual basis. The smaller size of net profit 
compared to 2015 is mainly due to the higher amount 
of accrued provisions for contingent liabilities and, to a 
lesser extent, to the slight increase in the cost of 
impairment of financial assets. 

In 2016, the downtrend started in 2014 of the share of 
the equity in the amount of equity and liabilities, as at 
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the end of the year the level of the indicator amounts to 
13.2%. In a comparative aspect, for the first time, the 
level of the indicator is below the average of the first 
group of banks  (13.9%), being identical with the 
average for the banking system. 

The liquidity ratio rises to 31.3% as the reported level 
is the highest for the last five years. In a comparative 
aspect, its level continues to be lower than the average 
for the banking system (38.2%) and for the first group 
of banks (38.8%), but this in the context of over-liquidity 
of the system is not assessed as a defect. 

Although with a slower rate, the downtrend  of the ratio 
of loans to deposits continues, as in 2016, the decline 
is 3.4 p.p., to 72.8% at the end of the year (the lowest 
level of the indicator for the last five years). The position 

of the bank is favorable in a comparative aspect, with 
a level of about 4 p.p. less below the average for the 
reference group. 

BNB recommends the ratio of liquid assets within the 
meaning of Ordinance 11 to attracted funds from 
individuals and households and institutions different 
than credit institutions of at least 20%. The value of this 
ratio for the rated bank increases during the period 
under review and continues to be substantially above 
the recommended. 

In 2016, DSK Bank continues to position itself in the 
second place in the banking system by size of assets, 
credit portfolio and deposit base, being overtaken only 
by UniCredit Bulbank. 

 
 
Main Financial Indicators: 

(thousand BGN)  2016 2015 2014 2013 2012 

Balance Sum 11 643 119 11 112 026 9 975 568 8 880 796 8 726 320 

Gross Loans 7 128 178 7 137 615 7 115 969 7 117 006 7 424 025 

Equity 1 537 210 1 596 856 1 561 374 1 492 924 1 448 463 

Total Interest Income 535 245 594 460 597 007 617 029 691 136 

Net Financial Result 282 195 305 804 226 026 193 791 191 853 

Return on Assets 2.47% 2.96% 2.45% 2.19% 2.17% 

 
 

*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 Update Monitoring 

13.5.2013 13.5.2014 11.5.2015 8.9.2015 

Long-term rating : ВВВ ВВВ BВВ 
ВВВ 

 (under review) 

Outlook : stable stable stable - 

Short-term rating : А-3 А-3 А-3 
А-3  

(under review) 

 


