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FINANCIAL STRENGTH RATING Initial Rating 
11.07.2011 

Long-term rating : ВВ+ 
Outlook : stable 

Short-term rating : В 
 

  
BULGARIAN CREDIT RATING AGENCY 

 

Bulgarian Credit Rating Agency (BCRA) is the 
third qualified rating agency in EU, registered 
under Regulation No. 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. 
 

Bulgarian Credit Rating Agency assigns 
the financial strength long-term rating ВВ+ to 
Piraeus Bank Bulgaria AD, outlook: stable and 
short-term rating В. BCRA applies the 
methodology, which is officially adopted for 
assignment of bank financial strength rating  
(http://www.bcra-bg.com/files/file_66.pdf). 
 In elaborating the report and assigning 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 first 2 years of the period of 2006-
03.2011 the Bulgarian banks operated in a 
favorable economic environment. The acceptance 
of our country in the EU influenced positively the 
activity of different economic sectors. The 
demand of real estates grew highly, accompanied 
by a construction boom which led to a significant 
growth in the credit activity of the banks in 
Bulgaria. The global crisis influenced negatively 
the Bulgarian economy; the country entered 
recession in 2009. Since the end of 2010 up to 
now there has been a low recovery of the 
economy.  

The leading factors, defining the functional 
environment of the banks as of the moment of 
elaboration of the report are as follows: 

improvement of the values of basic 
macroeconomic indicators, combined with still a 
low investment activity; increase in the population 
thrift, leading to growth of the borrowings` size in 
the banks; financing the bank activity mainly 
through fund-raising at the domestic market; 
reduce the growth rates in lending; slowing the 
growth rates of the non-performing loans; low 
increase of the assets, accompanied by a decline 
in banks` profit.  
 

„Piraeus Bank Bulgaria” AD is a universal 
commercial bank with a full bank license to 
conduct transactions In Bulgaria and abroad. The 
owner of the company is PIRAEUS BANK S.A. 
Piraeus Bank Bulgaria has a one-tier 
management system – Board of Directors. During 
the period of 01.2006-03.2011 the Bank 
increased significantly its presence in the market - 
from 1.6% at the beginning of 2006 to 5.4% as of 
03.2011, occupying the seventh place by size of 
the assets in the banking system. The Bank has a 
well-developed branch network with national 
coverage and operates through the Head office 
and 101 branches in the country. The activity of 
the bank is focused on attracting customers from 
middle to large businesses. Programmes for 
financing the business are created and 9 
business centers are open on a regional basis for 
this aim. The policy of the Bank related to the 
human resources is directed to qualification 
enhancement and motivation of the staff. The 
management defines the main aims of the Bank 
for 2011 as follows: improvement of the liquidity, 
increase of the borrowings from customers and 
improvement of the ratio between loans and 
deposits; additional improvement of the capital 
adequacy and return on equity of the Bank; 
improvement of portfolio quality, etc. 

http://www.piraeusbank.bg/ecpage.asp?id=254494&lang=2&nt=78�
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The shareholding equity of Piraeus Bank 
Bulgaria  АD as of 31.03.2011 amounted to BGN 
316 797 thous. The registered and paid-in equity, 
as well as the formed reserves in line of 
undistributed profit occupy the main share in the 
structure of primary equity. It registers increase 
during the whole analyzed period, though the 
rates are decreasing. This is due to the increase 
of the specific provisions for credit risk, calculated 
under Ordinance No. 9 with which the tier 1 
capital and tier 2 capitals are decreased equally. 
In this line the tier 2 capital registered a decline 
for the period of 2008-2010. During the analyzed 
period „Piraeus Bank Bulgaria” АD maintains 
levels of Total Capital Adequacy exceeding the 
regulatory requirements of BNB and about or 
higher compared to the average values for the 
banks from second group and the bank system as 
a whole. The Capital Adequacy of the primary 
equity of the rated bank also exceeded the 
average values for the banks from second group 
and bank system as a whole during the whole 
period of 2007-3.2011. The rated bank achieved 
return on equity around the average for the 
reference group of banks and higher compared to 
the average for second group of banks and bank 
system as a whole. The adjusted and non-
adjusted leverage levels, reported by the Bank, 
registered a downturn (excl. 2010); in 
comparative aspect it registers more favourable 
levels of the two indicators compared to the 
average for the reference group of banks. 

For the whole analyzed period the Bank 
resource basis increases cumulatively by over 
137%. More significant downturn was registered 
only in 2009 – 15% year on year, in line of the 
deposits from credit institutions. The deposit basis 
presents average 94% from the borrowings of the 
Bank. The share of the deposits from individuals 
and households in the resource basis, as well as 
from non-credit institutions fluctuates between 
34% and 54%; as of March 2011 this share was 
hardly 39.3% compared to average 88% for the 
reference group of banks. During the period of 
2006-03.2011 the deposits from credit institutions 
have the biggest share in the structure of 
borrowings; their share is characterized with 
relatively low volatility and equals average to 
53.5% from the resource basis. The other forms 
of financing of the bank activity occupy an 
insignificant share. As of the moment of 
assignment of the rating Piraeus Bank Bulgaria 
АD has attracted four credit lines. As a whole high 

concentration of the borrowings is available 
during the analyzed period. 

During the period of 31.12.2006 - 31.12.2010 
the assets values of Piraeus Bank Bulgaria 
increased significantly (cumulative growth of 
156.6% compared to increase of the assets of the 
bank system by 71.5%1

During the period under review the size of 
Gross Classified Loans follows an ascending 

 for the same period). As 
of the end of the first quarter of 2011 the assets of 
the rated bank increased by 1.0% since the 
beginning of the year in a light growth of the 
assets of the bank system as a whole. During the 
period under review the structure of assets is 
dominated by the loans to physical persons and 
companies; their share increases by 66.7% in 
2006 to 75.3% at the end of 2009, then a 
downturn was observed and at the end of the first 
quarter of 2011 they represent 74.5% from the 
total assets of the rated bank (this share is a little 
higher compared to the average for second group 
of banks and bank system as a whole).  

The accepted policy is the resource surpluses 
to be deposited in the parent bank which it 
manages. It influences directly upon the size of 
the investment portfolio which is relatively small 
during the period under review – between 0.42% 
and 4.4%. As of 31.03.2011 the Bank had a 
portfolio of securities, which occupy 3.3% of the 
value of the total assets. 

For the period of 31.12.2006-31.12.2010 the 
value of the credit portfolio has increased 
(194.8% cumulative growth of the Gross loans), 
mainly in line of the companies. As a whole, there 
is a downturn in the share of the loans to citizens 
during the period under review, due to the focus 
of the Bank to allot loans to middle and large 
corporate clients, whose share in the credit 
portfolio is over 50% during the period under 
review.  

The credit portfolio of the Bank is diversified by 
branches; since 2007 no market sectors whose 
share exceeds 30 %. The share of the loans in 
the sectors Construction and Real Estates, which 
in the period of crisis are characterized with a 
higher risk, occupy ~36% from the total size of 
the allotted loans. In respect of the maturity 
structure a steady ascending trend of the share of 
the loans with more than a 5-year term is 
observed and as of 31.03.2011 it amounted to 
67.5%. 

                                                 
1 Adjusted with the value of the assets of „Bank Piraeus 
Bulgaria” АD. 
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trend; as of 12.2010 their share in total gross size 
of loans is over the average for the Sector. During 
the first quarter of 2011 a slight downturn of 
Classified Exposures is observed in line of the 
loans in group “watch”. In the structure of 
Classified Exposures the loans in group “watch” 
dominate (between 75% and 85% in period 
12.2009 – 3.2011). The share of the loans from 
the other classification groups increases, 
following the overall trend in the bank sector, 
however, it remains significantly lower than the 
average for the second group of banks, as well as 
for the bank system as a whole.  

The coverage of the credit portfolio with 
provisions increase during the whole period under 
review reaching 3.89% as of 3.2011, however, it 
is lower than the average for the second group of 
banks, as well as for the bank system as a whole. 
In 2010 as a result of the increased credit risk due 
to the deteriorated environment and its reflection 
on the clients of the Bank, „Piraeus Bank 
Bulgaria” increased the provisions for coverage of 
the credit risk on IFRS and as of the end of 2010 
they were about 33% higher than these as of the 
end of the past year. The Bank depreciated the 
portfolio basis based on cash flows from assets 
under contracts and the historic experience for 
the losses from assets with similar characteristics 
of the credit risk. The Board of directors, 
Executive director and Risk Management and 
Control Committee participate in the risk 
management and control. The Bank has a 
detailed stipulation document, defining its policy 
regarding the credit risk, which is issued in 
accordance with the adopted standards and rules 
of Financial Group Piraeus. The criteria for 
determination of the risk in the credit portfolio and 
processes related to its management are clearly 
defined in this document. 

During the period of 2007-2010 the indicator 
Gross Interest Spread for the rated bank has a 
downturn as a whole excl. 2009 when it 
registered a slight growth. As of 31.03.2011 its 
value is 3.31%. During the whole reviewed period 
the rated bank achieved lower Gross Interest 
Spread and Net Interest Margin than the average 
for the bank system and for the second group of 
banks due to lower Return on interest bearing 
assets. The Ratio Non-interest Income/Operating 
Expenses as a whole follows unfavourable 
descending trend. The decrease in the value of 
the indicator is determined by the decline in non-
interest incomes in stable levels of operating 
expenses. The decrease of taxes and 

commissions at service of corporate clients is a 
part of the bank policy to enhance its 
competitiveness in the period of crisis. Therefore 
BCRA does not consider the decrease of the 
value of the reviewed ratio as a negative factor. 
The relatively steady size of the Operating 
Expenses during the period under review defines 
the decline in the ratio Operating 
Expenses/Average Assets; the Bank registers 
values, significantly lower than the average for 
the second group of banks, as well as for the 
bank system as a whole. During the last two 
years the Bank realized profit in amount of BGN 
~46 million and the achieved return of assets 
exceed the average for the bank system and 
second group of banks. 

During the period under review the rated bank 
retain a volatile liquid position – the indicator 
Current Assets2

In 2008 BNB has recommended

/Total Liabilities registers its 
highest value in 2007 – 27.87%; the lowest value 
is registered as of March 2011 – 20.41%.  The 
Liquidity Ratio is also a volatile item, however, for 
the period of 12.2007-3.2011 its value is over the 
average for the second group of banks, as well as 
for the bank system as a whole.  

3

of the operating expenses. 

 the ratio of 
the liquid assets under Ordinance no. 11 to 
borrowings from institutions, other than credit 
institutions, citizens and households of 15%. The 
values of this ratio for the rated bank exceed the 
minimum recommended. 

Piraeus Bank Bulgaria AD occupies the 
second position in the second group of banks by 
size of the assets during the whole analyzed 
period.  

The Bank uses a significant number of 
specialized software products, comprising the 
overall business activity. The Bank runs a 
continuous process of modernization and 
optimization of the overall IT infrastructure.The 
efforts of the management are directed to the 
provision of secured and continuous environment 
for operations, quality and speed of the services, 
innovations, competitiveness, organized and 
productive environment for the employees, 
satisfaction of the clients, as well as to decrease  

                                                 
2 Cash resources and cash balances in central banks + 
receivables from financial institutions 
3 For all banks from the bank system 
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Main Financial Indicators: 
(BGN thous.) 3.2011 2010 2009 2008 
Assets 4 038 572 4 078 991 3 624 914 4 141 962 
Loans and advance payments (gross) 3 128 567 3 164 094 2 815 226 2 999 676 
Shareholding Equity 316 797 316 797 316 797 316 797 
Net Interest Income 34 708 129 512 134 641 123 241 
Profit After Taxes 14 554 45 924 45 901 59 774 
Net Interest Margin 3.62% 3.59% 3.75% 3.55% 
Return on assets 1.28% 1.21% 1.20% 1.52% 
Current assets/Total liabilities 20.47% 23.15% 22.19% 26.65% 
 
 


