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  BCRA -  CREDIT RATING AGENCY 

 

 

BCRA - 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. 

 
BCRA - CREDIT RATING AGENCY AD assigns 

the long-term financial strength rating ВВ+ to 
“Piraeus Bank Bulgaria” АD (outlook: negative) 
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). 

When elaborating the report and assigning the 
rating, the used information is provided by the rated 
bank, BNB, NSI, BCRA`s database, consultants and 
other sources of public information. 
 The main factors, determining the operating 
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 
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. 
When evaluating the sovereign risk and risks in the 
bank sector, the continuing and deepening debt crisis 
in the Eurozone also influences. It increases the cost of 
funding of the sovereign debt for countries like 
Portugal, Spain and Italy. The uncertain economic 
environment in Greece is also of great importance, 
though Greece overcame the political crisis and the 
stated its willing to keep its commitments to the 
international creditors in the person of European 
Central Bank and International Monetary Fund. It could 
be considered positively that in June 2012 it was 
shown the major banks on the continent can rely on 
both liquidity and capital support.   
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 is 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 Euro zone with the terms of the 
pact for national budgetary economies.To some extent, 
the achieved agreement for formation of the Pact on 
Economic Growth for 120 billions. Its aim is to support 
the economies of the Eurozone through the 
implementation of projects mainly in the field of 
infrastructure. 

Proof for the stable and credible fiscal policy of the 
country is the successful investment of a 5-year 
government bond issue of Republic of Bulgaria, in total 
950 million euros that covers the principal of maturing 
external liabilities at the end of the current year and the 
beginning of the next year. The gained interest coupon 
of 4.25%, together with the discount, makes a price 
slightly below 4.5% for the issue, and the levels of 

http://www.piraeusbank.bg/ecpage.asp?id=254494&lang=2&nt=78
http://www.bcra-bg.com/files/file_66.pdf
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oversubscription reassure us that in case of a need the 
sovereign might find external funds at a reasonable 
price in the future.  Moreover, it is a fact with a 
continuing trend of rising savings of the population in 
the first half of 2012 and interests at the domestic 
auctions for sale of securities. Despite the 
macroeconomic stability, there is a lack of clarity about 
the growth potential in GDP and definition of economic 
sectors that will achieve to generate this growth. 

During the update period no changes occurred in 
the shareholding structure of "Piraeus Bank Bulgaria", 
as PIRAEUS BANK S.A remains the major owner. No 
change in the share capital of the bank and as of 
31.03.2012 it amounted to 316,797 thousand. In the 
structure of the primary capital the registered and paid-
in capital and formed reserves in line of non-distributed 
profit take the major share.  At the end of 2011 the 
capital base of the rated bank reported a growth of 
5.68 % compared to a year back, but for the first three 
months of 2012 a decline was reported by 15.39% 
compared to the end of 2011. The decrease at the 
beginning of 2012 was in line of allocated specific 
provisions that increased considerably. Additional 
reflection has the decline of 20 % in the size of the 
subordinated term debt, recognized for capital aims, 
due to the upcoming maturity of this instrument. During 
the period December 2011 - March 2012 "Piraeus 
Bank Bulgaria" reported an increase in the indicators 
of capital adequacy by continuing to maintain levels of 
total capital adequacy exceeding the regulatory 
requirements of BNB and higher than the average 
values for the banks from Group II and the banking 
system as a whole. Capital adequacy of the primary 
capital of the rated bank also exceeds the average 
values for the banks from Group II and the banking 
system as a whole during the entire period and we 
evaluate it positively.  The rated bank gained return on 
equity higher than the second group of banks and 
banking system as a whole as of the end of 2011, as 
well as for the first three months of 2012. Non-adjusted 
and adjusted levels of leverage, reported by the bank, 
continue to register a decline during the analyzed 
period, as they are lower than the average for the 
reference group of banks. 

During the analyzed period the resource base of 
the bank significantly reduced, as the decline is mainly 
in line of the borrowings from banks, which are non-
residents.  For the analyzed period December 2010 - 
March 2012 the percentage of the deposits decreased 
slightly, but remains over 91% of total borrowings. For 
the past 15 months the share of deposits from 
individuals and households increased significantly (by 
11.2 %), and that of deposits from non-credit 
institutions - by 2.1%. These increases are at the 
expense of the percentage of deposits from credit 
institutions where the decline is within 18.92%.  The 

share of deposits from individuals and households and 
non-credit institutions in the resource base is within 
51.3%, compared to the average of 81.3% for the 
banking system. Despite the changes occurred in the 
period December 2010 - March 2012 relatively high 
concentration is available in the borrowed funds. 

During the update period the value of the assets of 
"Piraeus Bank Bulgaria" reported a decline. At the end 
of 2011 the decrease amounted to 20.5% compared to 
the end of 2010, only for the first quarter of 2012 the 
decline amounted to 3.3%. The structure of assets 
continues to be dominated by loans to individuals and 
companies, as their share registered a growth and 
reached to 84.7% at the end of 2011 and 85.7% as of 
March 2012. The investment portfolio of the Bank 
continues to occupy a very small share of the total 
assets - 0.6%. In 2011 the gross value of loans 
reported a decline of 9.2% year on year, as this trend 
continued during the first quarter of 2012 – a decline of 
1.4%. 

In the structure of the credit portfolio there are no 
significant changes. No significant concentration by 
sectors. In 2011 gross classified loans recorded a slight 
decline of 1.4% year on year, but in the first quarter of 
2012 a new growth was reported of 6.1%, as their 
share in total gross size of loans remains above 
average for the sector. In the structure of classified 
exposures the loans in group "under surveillance" 
dominated, but their share decreased considerably 
during the analyzed period. The coverage of the credit 
portfolio with depreciations reported a slight increase 
during the analyzed period, by reaching 6.08% as of 
March 2012 but remains lower than the average for the 
banking system - 7.51%. 

In 2011 the downturn trend in return of interest 
bearing assets interrupted and the indicator increased 
by 0.72 year on year. During the update period the cost 
of the interest liabilities reported an increase, as of 
March 2012 the value of the indicator exceeds the 
average value for the banking system, but remained 
lower than the average for the second group of banks. 
Contrary to the trend in the banking system gross 
interest spread of the rated bank account reported an 
increase during the analyzed period. A similar trend 
exists with net interest margin, as after the reported 
growth as of the end of 2011 and as of March 2012 the 
value of the indicator goes slightly ahead the average 
for the banking system, as well as that for the banks in 
Group II. In 2011 the indicators non-interest income / 
average assets reported a slight increase mainly due to 
a decline in the average amount of assets and to a 
lesser degree of slighter growth in non-interest income. 
The indicator operating expenses / average assets 
continued its ascending trend during the analyzed 
period, but though the growth it remains lower than the 
average for the banking system. In 2011 the Bank 
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realized a 13.3% growth in the profit before taxes 
compared to the past year, which is a reason for the 
slight increase of the indicator, profit before tax / 
average assets. For the first quarter of 2012, however, 
the profit before taxes decreased by 97.7% compared 
to the same period of 2011, which leads to a 
significant decline in the analyzed indicator - to 0.04%. 

At the end of 2011 a significant decrease was 
observed in the size of the current assets. This trend 
continued in 2012 too, though by slower rates. 
Liquidity ratio of the bank reported a decline and 

reported a value lower than the average for the 
banking system. 

In line of the decline in the assets as of March 2012 
the rated bank occupies the tenth position in the bank 
system by size of the assets (compared to the seventh 
position as of the end of 2010). The bank maintains its 
position by size of the granted loans and size of 
borrowed deposits from individuals and non-credit 
institutions.  

 

 
Main Financial Indicators: 

(thousand leva) 3.2012 2011 2010 2009 2008 
Balance sum 3 102 087 3 209 190 4 078 991 3 624 914 4 141 962 
Loans and advance payments to clients (gross) 2 832 174 2 872 692 3 164 094 2 815 226 2 999 676 
Shareholding capital 316 797 316 797 316 797 316 797 316 797 
Net Interest Income 31 246  149 952  129 512 134 641 123 241 
Profit after taxation 323 52 709 45 924 45 901 59 774 
Net Interest Margin 4.28% 4.16% 3.59% 3.75% 3.55% 
Return on assets 1.08% 1.41% 1.21% 1.20% 1.52% 

 

 


