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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.  

 

The BCRA affirms the assigned following claims 
paying ability ratings to „ZD EIG Re“ EAD: 

• Long-term claims paying ability rating:     

 BВ+, outlook: „Stable”; 

• Long-term national-scale rating:  

  А- (BG), outlook: „Stable”. 

The officially adopted methodology of BCRA for 
assigning a rating of the ability of insurance 
companies to pay claims is used: https://www.bcra-
bg.com/files/cpaic_methodology_2018_en.pdf 

 

The report has been prepared and the rating – 
assigned, based on information, made available by 
the rated insurance company, the Financial 
Supervision Commission, the National Statistical 
Institute, BCRA’s database, consultants and other 
public sources  

 

Operating Environment 

 

Sovereign Risk 

The political situation in Bulgaria remains stable. 
The Government of the Republic of Bulgaria is 
committed to speeding up the process of joining the 
euro area by officially submitting a letter of intent. In 
August 2018, the Council of Ministers approved an 
Action Plan including measures for realizing 

Bulgaria’s intentions to join the Exchange Rate 
Mechanism II and the Banking Union by July 2019 

In 2018, the country's economic growth slowed 
down to 3.1% (3.6% in 2017). Domestic demand 
(consumption and investment) contributed positively 
to GDP dynamics. On the other hand, net exports 
had a negative contribution to the GDP growth in the 
first half of 2018. 

At the end of August 2018, the country’s gross 
external debt amounted to EUR 33 343 million 
reporting a decline of 1.5% or EUR 509 million 
compared to the end of 2017. As from 2017, the 
Bulgarian economy is a net creditor to the rest of the 
world, while the net external debt is negative 
amounting to EUR 4 014 million (7.3% of GDP).   

As of the end of 2018, the BNB's international 
reserves amounted to EUR 25 072 million and 
provided 150.5% coverage of the monetary base, a 
solid buffer used by the central bank to ensure the 
stability of the currency board. Reserve adequacy 
indicators retain their high levels. 

The labour market maintains an upward trend in 
wage and a reduction of unemployment rates. 
However, employment growth is slowing down, and 
the general economic activity rate has not kept its 
positive trend since 2017. It drops slightly to 55.3% 
after the size of the workforce declines on an annual 
basis, indicating its increasingly limited potential. 

The average annual inflation rate (measured by 
HIPC) accelerates from 1.2% in 2017 to 2.6% in 
2018. 

Public finance indicators are improving, backed by 
the favourable macroeconomic environment. In 2018 
for third consecutive year, a surplus is reported 
under Consolidated Fiscal Programme CFP. The 
budget framework for 2019 envisages a deficit under 
the CFP amounting to 0.5% of GDP, and the 

https://www.bcra-bg.com/files/cpaic_methodology_2018_en.pdf
https://www.bcra-bg.com/files/cpaic_methodology_2018_en.pdf
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updated mid-term forecast reaffirms the balanced 
budget objectives in 2020 and 2021.  

Retained is the positive trend for a decrease of the 
country’s government debt in nominal value as well 
as a percentage of the GDP amounting to BGN 
22 066 million (20.4% of GDP). The reported decline 
is in the amount of BGN 1 468 million as of the end 
of 2018. The country has a significantly lower level of 
government debt than the Maastricht convergence 
criterion of 60% and is among the three EU countries 
with the lowest government debt level, being 
outpaced only by Estonia and Luxembourg. Due to 
the regular repayments of domestic debt, its relative 
share dropped to 24.7% of total government debt. 

Banking System  

The Banking system in Bulgaria remains stable, 
evidenced by an increase in assets. There is a 
growth in attracted funds in the form of deposits and 
loans in the last three years. The quality of bank 
portfolios continues to improve. There is ongoing 
consolidation in the sector. The European Central 
Bank plans to execute asset quality review and 
stress tests of Bulgarian banks in 2019 in order to 
ensure a smooth transition to the Banking Union. 

The non-life Insurance market in Bulgaria 

The non-life insurance market in Bulgaria during the 
period of updating is characterized by: 

• Growth tendency in income from written gross 
premium; 

• High growth potential with relatively low levels of 
insurance density and insurance penetration; 

• High market concentration – as of the end of 
2018 the seventh biggest insurers registered a 
gross premium income of 70.5%, according to the 
size of the gross written premium income in 
general insurance sector (70.1% as of the end of 
2017 and 71.0% as of the end of 2016); 

• The high share of car insurance in the aggregated 
insurance portfolio – at about 74.4% of the two 
leading products, namely, “Motor Third Party 
Liability” (supported to a great extent by its 
mandatory nature and improved control in 
contract conclusion) and “Motor Casco”.    

In the period under review, a major influence in the 
regulatory framework continues to have the solvency 
requirements of insurers, reinsurers and groups of 
insurers and reinsurers as well as reporting 
requirements, evaluation of assets and liabilities and 
the technical provisions according to the Directive 
“Solvency II" (Directive 2009/138 of the EP and the 

EU). An additional impact on the reports also has the 
implementation of IFRS 9 "Financial Instruments" as 
from 01.01.2018. 

Major factors, impeding the development of the 
non-life insurance companies are the slow growth of 
the Bulgarian economy and the relatively low 
economic activity and the uncertainty about future 
household incomes. The sector retains its high 
growth potential due to the relatively low levels of 
insurance density and market penetration.  

„ZD EIG Re“ EAD (EIG Re)  

The company is registered in 2000 and has been 
consistently operating on the Bulgarian market with 
the names: "Hanover Coop Bulgaria" ZAD, "HDI" 
ZAD and "HDI Zastrahovane" AD. At the beginning 
of 2015, the current owner Euroins Insurance Group 
AD acquired the major share of 94%, while the major 
shareholder Talanx International withdrawn. 
Followed by changes in the capital value through 
issuance of new shares and the merger of the 
company in Euroins Insurance Group AD in 2017 the 
capital amounts to BGN 16 312 000 distributed in the 
same number of nominal, dematerialized, non-
preferential shares with a nominal value of BGN 1, 
wholly owned by Euroins Insurance Group AD. The 
latter unites the insurance business of Eurohold 
Bulgaria AD, holding 90.5% of shares. The ultimate 
parent company is Starcom Holding AD (holding 
52.9% of the capital of Eurohold Bulgaria AD as of 
31 December 2018).  

In the review period, no changes occurred in the 
capital of the insurer.  

Apart from the review period (at the beginning of 
2019), the composition of the Management Board is 
changed. Mr. Peter Avramov is dismissed as a 
Chairman of the Board and Executive Director, 
positioned as a member of the Supervisory Board 
(replacing Mr. Kalin Kostov). Mr. Jeroen van 
Leeuwen replaces Mr. Avramov, with rights to 
manage and present the company.  

The current composition of the Management Board 
(mandate expiry date - 21.11.2021) is: 

- Yoanna Tsvetanova Tsoneva, 

- Rumyana Gesheva Betova, 

- Jeroen van Leeuwen, 

each two of the executive directors being jointly 
empowered to represent the company. 

The Supervisory Board (mandate expiry date - 
09.03.2019г.) has the following members: 

- Velislav Milkov Hristov; 
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- Radi Georgiev Georgiev; 

- Peter Vesselinov Avramov. 

In the review period, no significant changes have 
been made in the organizational structure of the key 
management departments of EIG Re and of the 
managing personnel. There are no changes in the 
systems used by the company (information and 
management). 

The plan for 2018 has been outperformed. Some of 
the key indicators are the following: reached SCR 
coverage level of 135.1% compared to the planned 
increase of 133%; registered assets growth of 9.6%, 
compared to a planned one of 5%, a decent net 
profit, and a reduction of administrative and 
acquisition costs, both improved their values. 

Operating Activity  

In the review period, “ZD EIG Re” EAD preserves its 
structure of offered insurance products, and similar 
portfolio in structure and volume, compared to the 
previous year. The company continues to develop 
reinsurance activity, dominating with a share of 
74.1% in 2018 (78.5% in 2017), as a result of the 
decision taken by the management in November 
2017 for the launch of a new strategy, namely, 
reinsurance activity. The size of the written premiums 
insignificantly declines but compared to the past year 
the direct debit ratio and the net earned income are 
considerably improved (+15.8%). The market 
position of the insurer, based on the GPI remains 
insignificant (below 1%) and decreases in last year. 

The net financial result in 2018 is a profit at the 
amount of BGN 300 thousand, exceeding more than 
three times the profit for 2017, and the result of 
insurance activity for the first year after the 
restructuring of the company is positive (BGN 114 
thousand, after a negative of 37 BGN thousand for 
2017). There is a registered growth in the assets by 
9.6% (up to 26 751 thousand) in 2018, with a small 
decrease in the value of insurance reserves. The 
amount of equity is below the value of share capital 
with more than BGN 3 million (caused by the 
accumulated loss from previous years, which is at 
the amount of BGN 3.6 million as of the end of 
2018). The value of SCR grows as of the end of 
2018 up to 135.1% (130.9% as of the end of 2017), 
while the MCR increased up to 167.4% (153.2%).  

There are no changes in the management system, 
risk profile, solvency evaluation and capital 
management of the company. The insurer declares 
to follow the group objectives set by the controlling 
company, aiming at the complete and accurate 
implementation of the regulations for the insurance 

business, including the capital adequacy 
requirements for the Bulgarian market resulting from 
Directives 2009/138 of the European Parliament and 
European Union (Solvency II).  

“ZD EIG Re” EAD may benefit from the support of 
its sole owner and from the synergy of the other 
activities (leasing and car trade) carried out by the 
controlling shareholder. 

The rated company preserves its higher product 
concentration compared to the other insurers and 
under active insurance underwrites business in 
namely “Third Party Motor Liability“ which is a 
product with most significant weight in the income in 
2018. The underwritten business in direct insurance 
is limited to servicing international business with HDI 
Global SE under a signed contract. The company 
does not apply own tariffs but keeps to the 
international programmes of its customers and 
obtains commissions for the service. 

In 2018, the level of gross claims increased up to 
47.8% compared to the low levels of 28.9% in 2017, 
although it is the lowest in the insurance sector. The 
net claims level reported a considerable decrease of 
13.4 p.p. down to 33.1 % in 2018, caused by a 
decline in the size of the reserve for future payments.    
This fact positions “ZD EIG Re” below the average 
level of the reference group. The size of the net 
acquisition ratio declines affected by the net costs for 
commissions and the growth in net gained income. 
The positive influence of these changes is offset by 
the increase in administrative costs and high value of 
bonuses and rebates, leading to a considerable 
increase in cost ratio, which exceeds the average 
level of the competitive group in 2018. The size of 
net acquisition ratio declines due to the simultaneous 
decrease of net commission costs and the increase 
of net earned income. Compared to the previous 
year, in 2018, the value of the combined cost ratio 
declined to 98.8% (100.5%), indicating the 
company's ability to realise insurance profit. The 
value of the indicator is slightly above the average 
level of the competitive group of companies for the 
same period (97.6%).  

In the period under review, the reinsurance contract 
in force signed with ZD “Euroins” AD has an effect 
on the achieved results. According to the contract, 
the latter reimburses part of the administrative and 
acquisition costs incurred by EIG Re in the form of a 
reinsurance commission.  

The self-retention level has no significant change 
and is lower than the one of the competitors. In the 
reinsurance programme of the rated company, 



 

 
CLAIMS PAYING ABILITY RATING 
„IC EIG Re“ EAD 
Long-term rating: ВВ+, Outlook: „Stable“ 
National-scale Rating: А- (BG), Outlook: „Stable“ 
May 2019 

95, Evlogi Georgiev, fl. 1 
1142 Sofia 

phone: (+359-2)  987 6363     
www.bcra-bg.com        

 

 4 

there is no change following the strategy adopted in 
2017, gradually to become a pure reinsurance 
company - both for the companies of the Euro 
Insurance Group and external companies.  

In the review period, “EIG Re” is still linked to the ZD 
Euroins in shared risks, ceded premiums and 
distribution of administrative and acquisition costs, 
servicing the old (inherited) HDI portfolio. 
Considering the evaluation of the company's ability 
to pay claims, it can be assumed that the main risks 
in the activity of "EIG Re" EAD are transferred to 
"Euroins" AD, as the status and the evaluation of the 
latter still affects the rating. (BCRA evaluates 
"Euroins" AD since 2014 to date, with the most 
recent long-term rating being assigned BBB- with a 
stable outlook - https://www.bcra-
bg.com/files/rating_euroins_feb_2019_en.pdf ). 

The change in the investment portfolio of EIG Re in a 
five-year retrospective period is subject to the 
restructuring of the company after the change of 
ownership in the period 2015-2017. In 2018, an 
increase in the total value of the investments held 
continued, with an increase of 72% on an annual 
basis, after the very high one in 2017 of 272%. The 
most significant increase was in the line of acquired 
corporate bonds, followed by acquired shares. As a 
result, the share of investment in assets is increasing 
and its level (58.9%) is already around the average 
for the adjusted sector (55.8% at the end of 2018 
and 58.8% at the end of 2017).  

The portfolio growth does not affect the value of high 
liquidity assets – deposits and government securities 
(the value of the latter remains zero). Thus, the share 
of high liquidity assets in the portfolio reduces to 
15.7%, recede the level of the indicator compared to 
the general of the adjusted sector.  

In the last year of the analysed period, the yield of 
the investment portfolio is additionally reduced, 
below the average of the adjusted sector. The main 
reason for the worsen yield level is the lower income 
from the revaluation of investment assets, which is 
not compensated by the increased income of the 
latter (interests on corporate bonds). The yield on the 
portfolio remains to a high degree dependent on the 
revaluations. 

Financial Analysis 

The review period appears to be the first financial 
year when EIG Re reports the positive financial 

result from insurance activity. It results in a triple 
increase of net financial result for 2018 (profit at the 
amount of BGN 300 thousand) compared to 2017, 
after the reported significant losses in the previous 
three years, when the company has been 
restructured.   

Due to the declining claims and reduction in gross 
premium income by 7.6% in 2018, an increase of 
15.8% was recorded in net earned income. It results 
in a further improvement of the ratio of net earnings 
to equity, but the levels reached remain significantly 
below to those reported by competitive companies in 
a comparative group.  

The improved results reflect in an increase of the 
return on equity to 2.3% for 2018 (0.9% for 2017), 
and also remains considerably below the average 
level for the adjusted sector (11.5%) and the 
reference group (12.1%)  

The level of the ratio Technical reserves to Equity 
(insurance leverage) declines, with better value 
compared to the competitive group of companies. 
This is a result of the simultaneous decline in 
technical reserves and an increase in equity.  

The company continues to use the attracted funds in 
the form of subordinated term debt with no change in 
its amount and low share compared to the equity 
(4.6%, which is decreasing compared to 4.7% as of 
the end of 2017).  

Capitalisation and Liquidity 

The capital adequacy of the rated company while 
applying Directive 2009/138 of the EU and EP 
(Solvency II) is shown in the table below:  

Capital Adequacy 
Indicator / Year: 2018 2017 2016 

Excess of Assets over the Liabilities 11 910 10 939 6 919 
Eligible own funds SCR 12 510 11 539 7 519 
Eligible own funds MCR 12 385 11 336 7 428 
Solvency Capital Requirement 
(SCR) 

9 259 8 819 3 659 

Minimum Capital Requirement 
(MCR) 

7 400 7 400 7 400 

Coverage of SCR * 135.1% 130.9% 205.5% 
Coverage of MCR * 167.4% 153.2% 100.4% 

 Share of high liquidity assets 2018 2017 2016 

"IC EIG Re" EAD 15.7% 26.7% 100.0% 
Adjusted Sector 55.4% 61.0% 63.5% 

https://www.bcra-bg.com/files/rating_euroins_feb_2019_en.pdf
https://www.bcra-bg.com/files/rating_euroins_feb_2019_en.pdf
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EIG Re retains positive trends of both prudential 
indicators, as the size of the eligible own funds for 
coverage of SCR and MCR allow the company to 
operate as an insurer with access rights to the EU 
market. The level of coverage of SCR remains below 
the average of the reference group, while the level of 
coverage of MCR is relatively equal to the one of the 
competitors. 

The review period is characterised by a decline in 
liquidity assets and a decrease of the available cash 
with a substantially unchanged amount of deposits 
and the continued absence of government securities 
in the investment portfolio. This led to declines in all 
three liquidity ratios, with the liquidity of technical 
provisions (76.3%) still above the average for the 
adjusted sector (72.1%), supported by the decrease 
in the value of technical provisions in the rated 
company. EIR Re significantly reduced the levels of 
the liquidity ratios of the reserve for outstanding 
claims and immediate liquidity that positions the 

company below the levels of sector and reference 
group. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

The review period covers the second financial year of operations of the restructured company EIG Re, which since 2017 
practically started functioning as a newly established company, without any obligations in the insurance portfolio.  

The portfolio is analogous to the previous year, with minor structural changes, a slight decrease in the gross premium 
income but with an improved collection rate and net earned income. The net financial result remains positive and with a 
significant improvement in value and the result of the insurance activity is already positive (for the first year after the 
restructuring of the company).  

Total growth of 9.6% in assets is reported (under IFRS), against an insignificant decline in value of insurance reserves.  

The value of equity continues to be below the share capital by more than BGN 3 million (as an impact from the accumulated 
losses from previous years, which amounted to BGN 3.6 million at the end of 2018). The value of CSR increased at the end 
of 2018 to 135.1% (130.9% at the end of 2017), while the value of MCR increased to 167.4% (153.2%).  

On the assessment of the company, in terms of the awarding the rating of paying claims, there is still considerable influence 
from the low capital (with particular relevance to the stated intentions to develop active reinsurance activity), the relatively 
risky nature of the investment portfolio and poor diversification of the insurance portfolio.  

Positive impact on the assigned rating to IC EIG RE could have, if necessary, the support from the parent company “Euroins 
Insurance Group”.  

Negative impact on the rating can have a decline in Gross premium income, an increase in claims, considerable negative 
impairments of the investment portfolio, a decrease in the level of liquid assets and liquidity indicators.   

A distinct improvement in the insurance portfolio’s diversification, enhancement in the quality and liquidity structure of the 
investment portfolio and increase of the coverage of SCR and MCR can positively affect the assigned rating.  
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Main Financial Indicators: 

Indicator / Year: 2018 2017 2016 2015 2014 

Gross Premium Income (хил.лв.): 11 072 11 982 3 582 12 138 30 009 
Change on a yearly basis (%) -7.6% 234.5% -70.5% -59.6% 16.5% 

Net Earned Income (хил.лв.): 9 446 8 160 -876 -10 189 26 269 

Change on a yearly basis (%) 15.8% - * - * - * 9.6% 
Net Profit (хил.лв.) 300 95 -478 -2 979 -1 951 
Result from insurance activity 114 -37 -446 -4 088 -3 460 
Gross Claims ratio 47.8% 28.0% -33.7% 70.6% 81.0% 

Net Claims ratio 33.1% 46.5% 43.2% 98.8% 64.6% 

Cost ratio 37.7% 10.8% -87.7% -28.5% 13.8% 

Acquisition ratio 28.1% 43.0% 93.6% -10.4% 34.7% 

Combined ratio 99.8% 100.3% 49.1% 59.9% 113.2% 

Net Earned Income / Equity (Operating leverage) 73% 64% -11% -233% 357% 

Technical Provisions / Equity (Insurance leverage) 21% 24% 0% 7% 262% 

Debt net of Insurance Provisions / Equity  
(Financial Leverage) 

4.6% 4.7% 7.8% 0.0% 0.0% 

Total Equity 13 003 12 767 7 731 4 376 7 356 
Return on Equity 2.3% 0.9% -6.9% -43.6% -24.5% 
Total value of Investment Portfolio 11 939 6 939 1 865 1 983 16 427 
Change on a yearly basis 72.1% 272.1% -6.0% -87.9% -15.4% 
Share of High liquidity assets in Investment Portfolio 15.7% 26.7% 100.0% 99.7% 100.0% 
Investment Portfolio Income on TTM 1.9% 4.0% 6.0% 14.1% 8.2% 
Immediate Liquidity Ratio 6.5% 25.9% - ** 58.0% 5.9% 

Liquidity ratio of technical reserves 76.3% 85.5% - ** 733% *** 91.1% 

Liquidity ratio of the reserve for upcoming payments 77.5% 146.2% - ** - ** 149.1% 

Coverage of SCR * 135.1% 130.9% 205.5% - - 
Coverage of MCR * 167.4% 153.2% 100.4% - - 

* no analytical value; ** zero values of liquidity indicators due to the transfer of the whole amount for technical reserves to reinsurers and zero amount of 
reserves for upcoming payments; *** extremely low size of technical reserves. 


