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BCRA – CREDIT RATING AGENCY 

 

BCRA – CREDIT RATING AGENCY (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 rating of financial strength of 
„Corporate Commercial Bank” AD from ВВВ-  to 
BB+ (outlook: stable) and short-term B. The 
officially adopted methodology for assigning of 
financial strength ratings of banks is used by 
BCRA (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 determining the functional 
environment in which the Bulgarian banks operated 

http://www.bcra-bg.com/files/file_66.pdf
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as of the moment of preparation of the rating report 
are: 
 - yet unstable recovery of economy: since the end of 
2010 a low growth of Gross Domestic Product (GDP) 
- 0.4% real annual rate of change, as of the end of 
2011 it reached to 1.7%; 
- continuing low investment activity; 
- providing financial resource for funding the activity of 
the banks mainly through transactions at domestic 
market; 
- growth in borrowings, though the banks decreased 
the interest percent on deposits; 
- reducing the growth rates of financing of corporate 
clients and a decline in lending to physical persons; 
- low growth of assets and decline of banks` earnings. 

„Corporate Commercial Bank” AD is a 
universal bank, offering a wide range of bank products 
and services for physical persons, entrepreneurs, 
corporate clients and institutions. The main activity is 
focused on offering of non-standard bank services 
and overall financial decisions, issued individually for 
the needs of each client. The offered individual 
decisions comply with the mission of the Bank for 
providing effective and useful financial decisions with 
a high added value, guaranteeing and protecting the 
interests of the clients. The aim of the policy is to gain 
a balance between the interests of the clients and 
shareholders, as the Bank is socially responsible for 
its decisions taken. 
 Since 2007 the rated bank has been a public 
company and Bulgarian Stock Exchange – Sofia has 
traded with its shares. As of the moment of 
preparation of the report the shareholding capital of 
„Corporate Commercial Bank” АD was in the amount 
of BGN 60 000 thousand and consisted of 6 000 
thousand shares, each with a nominal value of BGN 
10. 

The management of the Bank is two-level - 
Supervisory board and Management Board. 
Supervisory board has five members selected on the 
General meeting of shareholders. 
 At the end of August 2009 “Corporate 
Commercial Bank” AD joined the Bulgarian network of 
United Nations Global Compact; thus the Bank is 
engaged to apply socially responsible practices in its 
activity in all directions, which are comprised by its ten 
main principles. 
 For the period since the beginning of 2007 to 
the end of 2011 capital base of the Bank reported   
the most considerable growth rates in 2008 and 2011, 
respectively with almost 47% and 43% year on year.  
          Increase is in statutory reserves at expense of 
the realized profit from previous period and increase 

of two-tier capital, which is due to subordinated term 
debt in the amount of BGN 39 709 thousand by 
balance value as of the end of 2011, which is an 
unambiguous activity of commitment of the major 
shareholder for supporting the bank`s capital if 
necessary. In the structure of primary capital the 
registered and paid-in capital holds the main share 
(incl. premium reserves) with the amount of BGN 
108 500 thousand, as well as formed statutory 
reserves mainly in line of еearnings from past years in 
the amount of BGN 187 580 thousand at the end of 
2011.  
 During the analyzed period „Corporate 
Commercial Bank” АD maintained levels of total 
capital adequacy exceeding the regulatory 
requirements of BNB; though lower than the average 
values for the banks in the second group, as well as 
for the bank system as a whole. 

In comparative aspect the rated bank gained 
return on equity, for whole analyzed period, which is 
considerably higher than the average for the other 
banks in the reference group.  
 A reduction factor of overall risk in the capital 
section is the traditional generation of earnings from 
bank activity (peculiar for whole analyzed period), 
which is also the main internal factor for growth of 
capital base.  

For the period under review the resource 
base of the Bank increased cumulatively by 127.3%, 
as decline was registered only in 2009 (7.1%). The 
most considerable growth was observed in past year 
(54.5%). 

Term deposits followed an upward trend for 
the period of 2007–2011, as reduction was registered 
only in 2009 (17.3%, in line of corporate deposits). 
The largest growth was available in 2010 (80.7%). 
Only for past year growth was in the amount of 57.7%. 
The high share of savings accounts is a favorable 
factor – though the downward trend of their share 
during the period under review, these deposits 
dominated the structure of deposits of physical 
persons, as they formed 79.0% out of them in past 
year. We assess favorably the high share of savings 
and debt accounts in the deposit base of the bank 
with a view of their stability.   

The deposit base of the bank is characteristic 
with comparatively high concentration: as of the end 
of 2011 the fifteen largest deposit positions formed 
32.2% of the total sum of deposits, which determined 
higher exposure of the bank when drawing out a 
large-sized deposit. This risk, to a great extent, is 
softened by the size of maintained liquid assets, 
adequate to the risk profile of the Bank. 
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The elaborated range of deposit products has 
parameters, pursuant to the policy for active attraction 
of deposit resource supporting the bank growth. 

„Corporate Commercial Bank” AD operates 
with some borrowed targeted credit lines; most of 
them have been contracted in period of 2009-2011. 
Two of credit lines are lent by “Bulgarian Development 
Bank” АD, in the amount of 40 millions leva and 2,5 
millions leva and are intended for financing of SMEs. 
We appreciate that credit lines lent by Societe 
Generale, Paris and Citibank International Plc London 
(respectively in amount of EUR 21 millions and EUR 
18 3 millions) are reflection of confidence in the rated 
bank from the side of its international partners. 

During the period 2007-2011 the total sum of 
assets of „Corporate Commercial Bank” АD increased 
considerably: the cumulative growth amounted to 
128.3% (compared to growth of 27.0% for the same 
period for the bank sector). The growth rate also 
increased over the years excl. 2009 when assets 
reported a decline of 3.3%. During the past two years 
considerable growth was observed – respectively 
32.6% for 2010 and 49.8% for 2011 (compared to 2%-
3% an annual increase for the bank system). For the 
period 2009-2011 „Corporate Commercial Bank” АD 
has been the only Bulgarian bank (excl. „Bulgarian 
development Bank” AD), which doubled the size of its 
assets.    

Investment portfolio of the Bank followed an 
upward trend, most marked in past two years 
(respectively 91.0% in 2010 and 68.9% in 2011), 
mainly in line of debt instruments, as the portfolio was 
well-structurized, taking into consideration the 
prevailing government securities in its size. The share 
of the investment portfolio increased in the assets – 

from 7.7% in 2007 to 13.5% as of the end of 2011.  
 With a view of the strategic direction of the 
Bank to large corporate clients, the structure of loans 
by size was dominated by exposures with size over 
BGN 15 millions – their share increased gradually 
during the analyzed period from 26.0% in 2007 to 
55.8% as of the end of 2011.  

Coverage of Gross Loan Portfolio with 
provisions increased in 2008-2011, though the values 
in whole period under review were considerably lower 
than the average for the bank system (7.11% as of 
12.2011), as well as for the second group of banks  
(5.08% as of 12.2011). The considerable earnings 
which the Bank generated in a historical aspect (in 
their size before joining the capital base) allowed it to 
rely on them like a buffer in possible deterioration of 
credit portfolio with a view of its concentration by size 
of exposures. As a factor, reducing the risk was 

considered the historical maintenance of very lower 
than these levels of classified exposures of the bank 
system, which are an indicator for good quality of 
credit portfolio. At the end of 2011 the Bank registered 
classified exposures in size of 3.61% of Gross Credit 
Portfolio, compared to 23.21% for the bank system as 
a whole.  

During the period under review the share of 
the fifteen largest credit exposures in the bank 
portfolio followed a trend of gradual decline from 
38.8% in 2007 to 28.0% at the end of 2011. During 
the five years all exposures have been regular. 

During the whole period under review the rate 
of interest liabilities of the rated bank has shown an 
increasing trend. In comparative aspect the rate of 
interest liabilities of “Corporate Commercial Bank” AD 
remained relatively higher compared to this of the 
bank system and second group of banks, which is an 
unfavorable factor from rating point of view. While 
analyzing we take into consideration that “Corporate 
Commercial Bank” АD, unlike the banks in Bulgaria, 
possessed by foreign bank institutions, shall not rely 
on cheap resource funding from a mother bank, which 
reflected in the higher price of interest liabilities, 
compared to other banks. The indicator for return on 
interest bearing assets showed certain volatility during 
the analyzed period and moved with limits of change 
of 1 %, in range of 7.73% to 8.70%, with the highest 
registered value at the end of 2010. In a comparative 
aspect the bank registered higher values of return on 
interest bearing assets than the average values for 
the bank system as a whole and banks from second 
group. 
 The lower levels of Gross Interest Spread and 
Net Interest Margin in a comparative aspect, which 
the rated bank reported, are an unfavorable factor in 
general. However, they compensated, to a great 
extent, from the high quality of the existing credit 
portfolio and developed credit activity in sectors with a 
lower risk which reflected favorably on the annual 
financial result, mainly in line of low expenses for 
depreciation and provision of credit exposures, in 
comparative aspect with second group of banks. This 
is a main prerequisite for reporting of a high financial 
result for 2011г, compared to this of the whole bank 
system. 

Based on the analysis of the expense 
indicators for salaries and total operating expenses 
we can conclude that “Corporate Commercial Bank” 
AD realizes a balanced policy of growth of the 
operating expenses in relation with the expansion of 
the bank and its market share, without it gives a 
considerable risk and pressure on its profitability. 
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The above said conclusion is also confirmed 
by the dynamics of the indicators Operating 
expenses/Operating result and Operating 
expenses/Net interest revenues. Both indicators 
followed a downward trend in 2007-2010 and 
increased at the end of 2011. Basically the levels in 
December 2011 were considerably lower than these 
at the beginning of the analyzed period and are close 
to the registered levels of the bank system as a whole 
and second group of banks. 

The ratio of operating profit / average assets 
exceeded considerably the ratio of depreciation 
expenses / average assets which is an indicator for 
the ability of the Bank to realize positive financial 
result. This dependency is more clearly shown in third 
and forth years of the period under review, and in 
2007 the difference between the two ratios was least, 
due to the lowest size of operating result. Analyzing 
this data we should take into consideration that the 
rated bank covers part of its credit risk by allotment of 
specific provisions and they do not reflect directly on 
its financial result, only on the levels of capital 
adequacy. The size of specific provisions, allocated 
for 2011 according to Regulation 9 of BNB, is 13 498 
thousand leva. 

The Bank registers liquidity ratios on maturity 
intervals of one month to one year, under 1 for the 
years 2007-2011 (with one exception – maturity 
interval from 1 to 3 months in 2007, where the 

indicator value is 1.33). Unlike liquidity ratios on 
maturity intervals between 1 month and 12 months, 
with the long-term ones the values for the fifth years 
exceeded 1 and vary within 1.09 to 1.18. The rated 
Bank maintained acceptable liquidity ratios, according 
to Regulation 11 of BNB regarding the first two 
maturity intervals – “watch” and “from eight days to 
one month” for whole analyzed period. 

In comparative aspect for period 2009-2011 
the Bank occupied a relatively good liquid position by 
registering values around the average for the bank 
system, whereas for first two years of the period the 
value of the ratio of Current assets/Total Liabilities 
was significantly over these of the other banks in the 
reference group.  

In 2007 „Corporate Commercial Bank” AD 
occupied the fifth position in second group of bank 
system. In 2008 it moved up to the forth position and 
maintained this position incl. to 2010. As a result of 
the considerable growth of assets in September 2011 
the bank occupied the second position in the second 
group of the bank system by size of assets.  

 
 
 
 

 
 

 
 
Key Financial Indicators: 

(BGN thousand)  2011 2010 2009 2008 2007 
Balance sum 4 043 060 2 699 872   2 035 883    2 105 861    1 771 306  
Gross loans 2 684 818 1 712 013   1 447 377    1 192 977       771 609  
Equity 383 098 320 573      275 864       214 565       156 083  
Total Interest Revenue 227 188 172 147 147 102 115 646 81 014 
Net Financial Result 60 951 74 537 60 350 40 243 23 148 
Return on Assets 1.82% 3.26% 2.91% 2.22% - 

 


