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BCRA – CREDIT RATING AGENCY 

 

BCRA – CREDIT RATING AGENCY AD (BCRA) is the 
third qualified rating agency in EU, registered under 
Regulation 1060/2009 of the European Parliament and of 
the European Council. The credit ratings, assigned by 
BCRA, are recognized in the whole EU and are entirely 
equal with the other ratings, recognized by European 
Securities and Markets Authority (ESMA), without any 
territorial or other restrictions. The rating scale of BCRA 
coincides with the scale of Standard & Poor’s. 

BCRA – CREDIT RATING AGENCY AD changes 
the long-term financial strength rating of 
„Eurobank EFG Bulgaria” AD ВВВ to BB+, short-
term rating B and negative outlook.  
BCRA uses the officially adopted methodology for 
assignment of financial strength rating of banks 
(http://www.bcra-bg.com/files/file_66.pdf). 
To elaborate the report and assign the rating, the 
information, provided by the rated bank, BNB, NSI, 
BCRA`s database, consultants and other sources of 
public information is used.  
During the last period of 2013 significant 
deterioration has occurred in the political 
situation in Bulgaria. After a quick escalation of 
civil protests in February which led to the 
resignation of the government, the management 
was taken over by a caretaker government - with 
authorities limited to the current affairs of 
Bulgaria and the priority related to the preparation 
and holding of early elections. In the period of 
administration of this government reforms were 
not made meeting the demands of the protesters 
and restoring confidence in the political parties. 
The preliminary data on the results of 
parliamentary elections on 12.05.2013 predict that 
it will be impossible for the newly elected 
parliament to form a stable government. In case a 

government of experts is composed, its activity, 
regardless of political force or forces to support, 
is most likely (given the opposition of the two 
largest parliamentary parties) to be hindered to a 
great extent by a strong opposition. There is a 
danger the political crisis will deepen and civil 
unrest escalates. In such a situation new elections 
are not excluded - as early as this fall or in the 
spring of 2014, together with the European 
Parliament elections. In assessing the political 
stability of the country, the public prosecutor 
ongoing investigations into the key ministers who 
resigned office and the results which could have a 
further impact on the state of the political climate 
have to be taken into account. 
Along with the deteriorating political situation in 
the country there are no significant positive 
changes in the economic environment. In 2012 
Bulgaria's economy continued to be influenced by 
the negative effects of the changes occurred due 
to international financial and economic crises 
during the period 2009 to 2012. Although real GDP 
growth registered a slight improvement, there is a 
steady upward trend in unemployment plus a 
continuing decline in FDI and the deterioration of 
the business climate (by data of NSI). A adverse 
external influence is observed on the perspectives 
for economic recovery in Bulgaria - a decline in 
the EU economy, which is the main trading 
partner of Bulgaria and recession in the Eurozone. 
 
The main factors, defining the functional environment 
in which the banks in Bulgaria operate as of the 
moment of elaboration of the credit rating report are 
as follows:  
 -  still unstable state of the economy: as of March 

http://www.bcra-bg.com/files/file_66.pdf
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2012 the growth of GDP is 0.5% year on year;  
-   low growth in the flow of direct foreign investments; 
-  provision of financial resource to fund  the activity of 
the banks mainly through operations at the domestic 
market; 
- growth in the size of the borrowings despite the 
decrease of the average interest percentage on 
deposits of the banks; 
- decline in crediting the corporate clients and physical 
persons; 
- detention of the growth rate of non-performing loans 
as of the end of 2011 and follow-up deterioration of 
their level during the first quarter of 2012; 
- slight growth of assets and decline in the profit of the 
banks. 
Evaluating the sovereign risk and risks in the bank 
sector, the continuing and deepening debt crisis has 
an influence in the Euro zone which increases the 
cost of financing the national debt for countries like 
Portugal, Spain and Italy. What matters is the 
uncertain political and economic environment in 
Greece and the inability of Bulgaria so far to 
distinguish a political majority ensuring compliance 
with their commitments to international creditors in the 
person of European Central Bank and International 
Monetary Fund. A supplementary burden on the 
economies in the continent and, in particular, upon the 
quality of credit portfolios of the banks and their ability 
to generate revenues influence the lack of decision to 
fully overcome the effects of debt crisis in Europe, 
reduced consumption, high levels of unemployment, a 
bigger number of economies entering the recession 
and disagreement of part of the countries in the Euro 
zone with the terms of the pact for national budgetary 
economies and its possible reconsideration for taking 
measures for growth. Above mentioned factors are 
significant for a small and dependent economy on the 
export and import as Bulgarian economy. The current 
macroeconomic stability is relatively fragile against the 
diminishing budget buffers and upcoming large-sized 
payments on national debt, on continuing uncertainty 
about the methods and cost of funding of these 
liabilities.   

During the period March 2011 – March 2012 
no changes occurred in the share capital of the rated 
bank, as well as in the ownership structure. Capital 
adequacy of the bank reported an increase in line of 
growth in the capital base and maintenance of risk 
weighted assets. As of March 2012 total capital 
adequacy reached 15.99%, but remains slightly below 
the average for the bank system as a whole. Leverage 
levels (adjusted and non-adjusted) decreased, the 

values are lower compared to the average for the 
reference group of banks. 

For the period 12.2010 – 03.2012 the 
resource base of „Eurobank EFG Bulgaria” AD 
decreased by 7.51%. The major attracted resource of 
the bank remains the deposits of individuals and 
households and non-credit institutions as their share 
increases during the period under review and was 
considerably higher than the average for the banking 
system. The structure of deposits by maturity hasn’t 
suffered any significant changes. In reference with the 
currency structure the share of deposits in BGN 
reported an increase as getting ahead of those in 
euro.  

As of the end of 2011 the assets of „Eurobank 
EFG Bulgaria” АD decreased by 5.37% (compared to 
the growth for the banking system by 4.19%) and this 
trend is retained in the first quarter of 2012, as of the 
end of 03.2012 a new decline of the assets is 
registered by 2.24%. For the update period the weight 
of credit portfolio increased in the total structure of 
assets, as of the end of March 2011 Net credit 
portfolio presented 69.6% of the total assets, whereas 
it occupied 65.9% in 2010. The receivables from the 
banks registered a decrease by absolute value, 
whereas the cash resources and cash balances with 
the Central bank increased. The rated bank has a 
relatively low risk portfolio of securities, which as of 
31.03.2012 occupied 2.7% of the total assets and was 
composed mainly by Bulgaria`s securities. 
 During the analyzed period the value of the 
credit portfolio is kept without any significant change, 
as the loans to companies remain well diversified by 
sectors. At the end of 2011 total gross classified 
credits registered a decline of 3.9%, compared to a 
year back, and for the first quarter of 2012 there was a 
slight growth of these exposures by 1.62%. New 
classified loans in 2011 decreased, the reintegrated in 
the category of regular loans registered a growth. The 
coverage of the classified credits increased.  

During the analyzed period Return on interest 
bearing assets registered a decrease but remains 
higher compared to the average for the banking 
system. The cost of the interest liabilities also 
decreased, but remains higher compared to the 
average. Net Interest Margin and Gross Interest 
Spread also registered a decrease by remaining near 
the average for the banking system. The indicator 
non-interest income to average assets is retained 
almost without any change during the period under 
review, as its value remained lower compared to the 
average for the banking system. In 2011 the operating 
expenses decreased year on year, as the decreasing 
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trend continued in the first quarter of 2012. During the 
analyzed period the rated bank realized positive 
financial result as of 12.2011, however, it is 
considerably lower compared to the end of 2010. As a 
result Return of assets reported a sudden decrease in 
2011, which is multiple lower in comparison with the 
average for the banking system. The reported net 
profit as of 03.2012 is multiple higher compared to the 
same period of 2011; though Return on assets 
remains considerably lower compared to the average.  

As a whole the bank is characterized with a 
very good liquidity during the period under review. As 
of the end of 2011 and as of March 2012 the indicator 

Current assets/Total liabilities are retained without any 
considerable changes compared to the end of 2010. 
Liquidity Ratio marked a considerable increase in 
2011 and is over the average for the banking system.  

For the update period the Bank gave a 
position in the classification by size of the assets and 
at the end of March 2012 it occupied the sixth position 
in the banking system in comparison with the fifth 
position occupied a year ago. During the passed 
period no considerable changes occurred in the 
systems used by the Bank. 
  
 

 
 
Main financial indicators: 

(thousand BGN)  3.2012 2011 2010 2009 2008 

Balance Sum 5 856 912 5 990 887 6 309 256 6 019 946 5 428 152 
Loans and advance payments to clients 
(gross) 4 346 679 4 399 513 4 342 203 4 444 856 3 774 940 

Shareholding capital 452 753 452 753 452 753 452 753 246 178 

Net Interest Income 53 620 243 725 268 794 234 715 252 936 

Profit after Taxes  2 297 7 448 34 942 16 107 90 471 

Net Interest Margin 4.33% 4.40% 4.81% 4.47% 5.77% 

 


