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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 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 
restrictions. 

BCRA retains the long-term claims paying ability 
rating assigned to JSIC “OZK – Insurance” АD 
iBBB- and changes the outlook from “stable” to 
“in development”. The methodology which BCRA 
has adopted officially is used for assigning ratings of 
the ability of insurance companies to pay claims 
(http://www.bcrabg.com/files/file_202.pdf).  

To elaborate the credit report and to assign the credit 
rating, BCRA uses information from the rated 
insurance company, the FSC, the National Statistical 
Institute, its own database, consultants and other 
public information sources. 

During 2014, the GDP of the country increased (a 
1.4% real annual change rate), in comparison with 
2013 the growth rate accelerated (0.3 p.p.). The 
inflation reported a significant drop – to -1.6% (0.4% 

at the end of the previous year). The unemployment 
rate dropped to 10.7% (11.8% in 2013). 

During the period 2013-2014, the general insurance 
sector operated in an unfavorable economic 
environment that was a result of the impact of the 
global crisis on the economy of Bulgaria. In spite of 
all, it manifested signs of recovery – the stable 
downtrend was discontinued in the Gross Premium 
Income over last years, and for a second year in 
succession the revenues increased and a positive 
net financial result was reported. The main factors 
preventing the development of the general insurance 
companies remained the uncertain recovery of the 
economy of Bulgaria from the crisis, low economic 
activity and reduced domestic consumption. The 
sector maintained its high growth potential in view of 
the low insurance density and penetration levels. 
Despite the number of the companies increased, the 
market concentration remained high. The car 
insurances continued to have a main share of ~68% 
in the aggregated insurance portfolio of the sector. 

During the updating, the size and structure of the 
shareholding capital of "OZK - Insurance" AD did not 
change. Some changes were made in the 
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organizational structure related to the compliance 
with the requirements of Solvency II. 

During 2014, the Gross premium income (GPI) of 
"OZK - Insurance" AD increased by 33.8% and 
exceeded greatly the reported for the sector1 (0.5%). 
In consequence, the market share of the company 
increased by 1.2 p.p. to 4.9%. During the first quarter 
of 2015, the company increased its GPI by 21.6% 
year on year, while the other companies realized a 
total growth of 9.0% which led to an increase of the 
market share of the company by 0.51 p.p. to 5.2%. 

The increase of GPI was in line of the main 
insurance for the company - "Motor Third Party 
Liability" on which GPI reported a significant increase 
(57.8%). The next most important insurance 
("Autocasco"), reported a decline of 26.1% year on 
year. During the first quarter of 2015, the uptrend of 
GPI retained in "Motor Third Party Liability" and the 
reported increase on an yearly basis was 28.9%. The 
downtrend in "Autocasco" continued, as the reported 
drop during the period was 13.3%. "OZK - Insurance" 
AD continued to maintain a significantly higher share 
of the insurance "Motor Third Party Liability" in its 
portfolio compared to the average level for the other 
leading companies. At the same time, the share of 
"Autocasco" remained significantly lower in a 
comparative aspect. 

During the analyzed period, the trend rate of growth 
in Net claims ratio continued and reached 56.9% in 
2014. The main factor for this growth was the 
hailstorms during the year. With the main insurance 
"Motor Third Party Liability", the control of the 
company was relatively successful over the risk and 
claims by means of adequate selection of customers. 
In consequence, the reported level of Net claims 
ratio for 2014 remained more favorable in 
comparison with the average for the other leading 
companies. 

The Net acquisition ratio reported a drop for a 
second consecutive year, while for other companies 
on average the opposite trend was observed. 
Despite this, ZAD "OZK - Insurance" reported a 
value that  remained higher compared to the average 
for the other leading companies. The expense ratio 
reported a significant drop on an yearly basis, in 
consequence, the value reached was lower in a 
comparative aspect. 

The improvement of the еxpense and acquision 
ratios of "OZK - Insurance" AD during 2014 
determined the drop of the Combined expense ratio 

                                                
1 Adjusted with the data of the rated company. 

below 100%, which was a positive factor with view of 
the ability of the company to realize a positive result 
from an insurance activity. As of 03.2015, the 
combined ratio, however, increased to a level 
exceeding 100%. 

With regard to the reinsurance programme of the 
company, there were not significant changes during 
the period. 

At the end of 2014, the investment assets of the 
company increased by 23.2% on an yearly basis 
compared to a drop of 0.3% for the other general 
insurance companies. The structure of the portfolio 
did not have any significant changes. The total share 
of high quality liquid assets (government securities 
and bank deposits) decreased by 0.8 p.p. to 57.6% 
(58.4% in 2013), as remained below the average 
level of the other companies in the sector (65.7%). At 
the end of the first quarter of 2015, the investment 
portfolio  increased by 4.4% compared to the end of 
2014 (on average 2.4 % for the other companies). 
The total share of government securities and bank 
deposits increased to 58.6%, but remainеd lower 
than the average value for the adjusted sector 
(65.1%). During 2014, the income from investment 
activities of "OZK - Insurance" AD were formed 
mainly by coupon payments and bank deposit 
interest rates and did not depend greatly on 
revaluation of the assets, which was considered to 
be a positive factor from a rating point of view. The 
achieved profitability was significantly lower than the 
average for the sector. 

During 2014, „OZK – Insurance“ АD registered a 
growth of 33.9% of net earned income. The net 
financial result in 2015 was positive in the amount of 
490 thousand BGN (102 thousand BGN for the  
previous year). The return on equity increased to 
2.4% (0.9% in 2013) and was considerably higher 
than the average for the other companies (0.2%). 
During the first quarter of 2015, the net financial 
result was positive again, but there was a negative 
result from an insurance activity in the amount of 743 
thousand BGN, as it was significantly larger in 
absolute value than the reported for the same period 
of the previous year (381 thousand BGN). The value 
of the combined expense ratio (104.3%) was 
unfavorable compared to the average for other 
leading companies (95.9%). 

During the updating, the solvency boundary of the 
company exceeded the own funds, decreased by 
intangible assets. The reason for this is the 
acquisition of shares of "MHIF – Health Insurance” 
АD (“Municipal Health Insurance Fund – Health 
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Insurance” AD), which under the current regulation 
decreased the own funds2. The company took a set 
of measures to solve the problem.  

The operating and financial leverages retained their 
uptrend – as a result of the expansion of the 
company’s activity. At the end of 2014, the values of 
both indicators exceeded the average for the leading 
insurance companies. At the end of 2014 the values 
of liquidity ratio of technical reserves and reserves 
for forthcoming payments of „ОZK – Insurance“ АD 
dropped, as they remained considerably lower than 
the average for the general insurance sector and 
remained the same at the end of the first quarter of 
2015. 

A positive influence on the rating of „OZK – 
Insurance“ АD may cause retention of the growth 
trend rate of the company, decrease of claims, 
positive change in profitability both from the 
investment portfolio and insurance activity. 

The rating of the company may be influenced 
negatively by decreasing the business volume, 
increasing claim ratio as an indicator for lapses in 
risk control and management, and decline in 
generated revenues. Most of all, BCRA observes the 
company’s development from the point of view of the 
measures for covering the solvency boundary from 
own funds in accordance with the requirements of 
the regulation. 

 
Main Financial Indicators 

Indicator / Year:  3.2015 3.2014 2014 2013 

Gross Premium 
Income (thousand 
BGN): 

20 443 16 813 70 363 52 581 

% change (year on 
year) 

22% 54% 34% 6% 

Net Premium Income 
(thousand BGN): 

18 973 15 548 63 812 47 458 

Net Earned Income 
(thousand BGN): 

17 291 15 993 59 402 44 349 

Net Profit (thousand 
BGN) 

75 102 490 -251 

Retention 92.8% 92.5%  90.7% 90.3% 

Net Claims Ratio 61% 60% 57% 53% 

Expense Ratio 24% 22% 16% 20% 

Acquisition Ratio 19% 21% 26% 29% 

Combined Ratio 104.30% 102.38% 99.65% 101.38% 

                                                
2 It should be noticed that on a consolidated basis, the solvency 
boundary is lower than this of the own funds decreased by 
intangible assets. 

      

Equity (thousand 
BGN) 

13 328 11 498 13 404 11 382 

Technical Reserves 
(thousand BGN) 

55 994 42 483 51 896 40 040 

          

Operating Leverage n/a n/a 443% 375% 

Financial Leverage n/a n/a 387% 339% 

Liquidity Ratio of 
Technical reserves 

42.3% 45.8% 34.9% 44.9% 

Liquidity Ratio of 
upcoming payments 

86.7% 95.8% 72.8% 103.1% 

Return on equity 0.4% 3.5% 0.8% 0.9% 

 


