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FINANCIAL STRENGHT RATING* Update Update 

Date of Rating Committee:     26.09.2019     25.09.2020 

Date of Publication: 27.09.2019 28.09.2020 

Long-term rating: ВВВ ВВВ+ 

Outlook: Positive Stable 

Short-term rating: А-2 А-2 

Long-term national scale rating: А+ (BG) АA- (BG) 

Outlook: Positive Stable 

Short-term national-scale rating: А-1 (BG) A-1+ (BG) 

 

1) Prior to the present publication the credit rating and rating outlook was disclosed to the rated entity or related third party. Following that 
disclosure amendments in the credit rating and rating outlook have not been executed; 
2) During the last 2 years, BCRA Credit Rating Agency AD has not provided ancillary services to the rated entity or a related third party. 
3) To become familiar with the full rating history, please see the table at the bottom of the document.  

  
BCRA – CREDIT RATING AGENCY 

 

BCRA – CREDIT RATING AGENCY (BCRA) is the third 

qualified rating agency in the EU, registered under Regulation 

(EC) 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 the European Securities and Markets Authority 

(ESMA), without any territorial or other restrictions.  

At a session held on 25.09.2020, the Rating Committee 
of BCRA discussed a report of the review of the rating 
of United Bulgarian Bank. Mr Kiril Grigorov ran the 
session in his capacity of Chairman of the Rating 
Committee. The members of the Rating Committee 
discussed the grades of numerous credit rating factors 
in the review period and took the following decision: 

The BCRA – Credit Rating Agency“ (BCRA) assigns 
the following ratings to United Bulgarian Bank: 

 Upgrades the long-term financial strength rating 
from  BBВ to ВВВ+, with a short-term rating А-2,  

 Upgrades the long-term national scale rating from 
А+ (BG) to АA- (BG), and the short-term 
national-scale rating from А-1 (BG) to А-1+ (BG). 

and changes the outlook from „positive” to 
„stable”, which expresses its opinion on the 
affirmation of the positive results from the merger of 
banks (UBB and CIBANK), the developed 
improvements in the quality of the loan portfolio and a 
number of observed performance indicators, as well as 
from the implementation in the management of the 
institution of the criteria and experience of the parent 
bank.  

 

 

 

 

 

 

In addition to the above factors, in determining the final 
rating of United Bulgarian Bank AD, the positive impact 
of the bank's affiliation to one of the major financial 
groups - KBC Group was taken into account, due to 
which the final rating is above the rating of the Republic 
of Bulgaria (nBBB, "stable" outlook). 

 

The officially adopted by BCRA methodology for 
assigning financial strength ratings to banks is used 
https://www.bcra-
bg.com/files/bank_methodology_2018_en.pdf 

 

The rating users can find information about each rating 
category, including the definition for default in the Global 
Scale published at the site of BCRA:  
https://www.bcra-bg.com/files/global_scale_bg.pdf  

The report has been prepared and the credit rating 
assigned based on the information, provided by the rated 
bank, the Bulgarian National Bank, the National 
Statistical Institute, BCRA`s database, consultants and 
other sources of public information. 
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Operating Environment 

Sovereign Risk  

The emergence of the COVID-19 pandemic worldwide 
has turned into a major issue to address in early 2020. 
Bulgaria was in a state of emergency from March 13 to 
May 13, 2020, due to the unprecedented crisis, with the 
government taking a number of legislative measures to 
limit the negative economic consequences. 

The halt of the economic processes in a number of 
activities has affected both the real and the financial 
sectors in the country. A significant slowdown has been 
observed in the dynamics of household consumption, 
lending, the external sector indicators, as well as in the 
inflation processes. The unemployment trend turned its 
direction upwards, as the registered unemployment in 
August was 7.5% in the age group of 15-64, according 
to Employment Agency data.  

Bulgaria has entered the current crisis with a stable 
fiscal position and a low government debt level. The 
crisis, however, induced an extraordinary revision of 
the 2020 state budget as early as March due to the 
expected under execution of revenues and the need to 
incur additional expenditures. At the end of June, the 
consolidated cash balance remained positive, 
amounting to 1.4% of the projected GDP. The 
estimated balance under the Consolidated Fiscal 
Program for 2020 is a deficit of BGN 3.5 billion or 3% 
of GDP. 

 

The development of economic processes in the 
country, including in the context of the pandemic of 
COVID-19, have been analysed in detail by BCRA - 
Credit Rating Agency. A Rating Rationale of the 
Sovereign Rating assigned by BCRA to the Republic of 
Bulgaria is available at our official website:  

https://www.bcra-
bg.com/files/rating_republic_of_bulgaria_apr_2020_en.pdf 

 

 

 

 

 

 

 

 
 

Banking System 

On July 10, 2020, the Bulgarian lev was included in the 
Exchange Rate Mechanism II. In parallel, the ECB's 
decision to establish close cooperation with the BNB 
was announced. Starting October 01, 2020, the ECB 
commences the direct supervision of the significant 
institutions in the Republic of Bulgaria (which include 
UniCredit Bulbank AD, DSK Bank AD, United Bulgarian 
Bank AD, Eurobank Bulgaria AD, and Raiffeisenbank 
(Bulgaria) EAD after carrying out an assessment which 
Bulgarian banks fulfil the criteria to be classified as 
such. 

Currently, the banking sector remains stable. The 
capital ratios and liquidity of banks are at high levels 
being supported by the steady growth of the deposit 
base. 

Lending to the non-financial sector is slowing down in 
the conditions of uncertainty during the first half of 
2020, largely for enterprises. At the same time, under 
the Procedure for Deferral and Settlement of Liabilities 
Payable to Banks and their Subsidiaries – Financial 
Institutions requests from households and enterprises 
for deferral of liabilities amounting to BGN 8,1 billion or 
83.1% of the filed so far were approved as of end-June 
2020, or 12.3% of the total gross loans and advances. 
The profit generated in 2019 was high, thus, securing 
additional capitalization and a reserve for maintaining 
the stability of the sector. Therefore, the BNB decided 
to fully capitalize that profit as one of the measures to 
further strengthen the capital of banks in the context of 
the crisis related to COVID-19. The reported financial 
result as of mid-2020 was positive albeit by 43.9% 
lower on an annual basis. The net income from 
interests, fees and commissions retained their 
importance but at an annual decline in both sources. At 
the same time, the value of the impairments incurred 
doubled compared to the same period in 2019.  
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„United Bulgarian Bank“ AD 

Shareholder’s Structure and Management 

There were no changes in the share capital of UBB AD 
and it remained BGN 93,838,321, distributed in 
93,838,321 ordinary, registered, dematerialized voting 
shares, with a nominal value of BGN 1 each. KBC Bank 
N.V. holds 99.92% of the capital of United Bulgarian 
Bank. 

The changes in the management bodies of the rated 
bank in the period of the update are as follows: 

In 2020, Mr Willem Hueting is released as a member of 
the Supervisory Board and is replaced by Mr Barak 
Chizi. Two new members are elected – Mr Svetoslav 
Gavriiski and Assoc. prof. Victor Yotzov, who are 
meeting the requirement for independence. The 
number of members of the SB increased from four to 
six. 

Mr Frank Jansen was released as a Management 
Board Member of UBB AD and Mrs Desislava 
Simeonova was elected as a new member of the 
Management Board. In 2020, Ms Tatiana Ivanova took 
over the position of the Executive Director and Member 
of the Management Board, Jan Swinnen. 

After the changes, the governing bodies have the 
following composition at the end of the period: 

Supervisory Board: 

 Luc Popelier – Chairman; 

 Barak Chizi – member; 

 Christine Van Rijsseghem – member; 

 Franky Depickere – member 

 Svetoslav Gavriiski – independent member; 

 Assoc. prof. Victor Yotzov – independent 
member. 

Management Board: 

 Peter Andronov – Chairman, CEO of UBB; 

 Desislava Simeonova – member and 
Executive Director Corporate and SME in UBB;  

 Svetla Georgieva – member and CRO of UBB; 

 Christof De Mil – member and CFO of UBB, 
Innovation leader for KBC Group in Bulgaria; 

 Teodor Marinov – member and  Executive 
Director Legacy and subsidiaries; 

 Ivailo Mateev – member and Executive 
Director Operations of UBB;  

 Tatyana Ivanova – member and Executive 
Director Retail Marketing and Distribution of 
UBB; 

 Hristina Filipova – person attending the 
meetings of the MB with an advisory voting 
right, Procurator. 

On 31 March 2020, the Bank concluded a Share 
Purchase Agreement (“SPA”) with KBC Asset 
Management NV for the sale of its shareholding of 91% 
(or 636 shares) in UBB Asset Management at the 
amount BGN 1599 thousand. 

At the end of 2019, the Bank operates through its 
headquarters in Sofia, 183 branches, 16 business 
centres, and 71 remote workplaces, having a full-time 
staff of 2,801 employees. 

Capital Adequacy 

At the end of 2019, the capital base of the bank 
increased slightly, by 0.4% on an annual basis, and the 
value of risk-weighted assets reported an increase of 
13.5%. As a result, the total capital adequacy of the 
bank declined to 19.0% (21.5 % at the end of 2018), 
remaining at a level significantly exceeding the 
regulatory requirements, but slightly below the average 
for the banking system. As of the end of June 2020, the 
capital base increased by 11.0% compared to the end 
of 2019, while risk-weighted exposures reported a 
decline of 9.9%, resulting in an increase in capital 
adequacy of 23.5%, exceeding the average level for 
the banking system by 0.3 percentage points. 
Structurally, as of the end of 2017, 2018, 2019 and the 
first half of 2020, UBB's capital base consists entirely 
of Tier 1 Capital. 

In 2019, UBB passed the ECB's Asset Quality reviews 
and stress tests without any comments. The reported 
CET1 (in %) of UBB (21.5%) after the review of the 
quality of the banks' assets by the ECB was adjusted 
by the minimum 0.42 percentage points. and reached 
21.1%. In the baseline scenario of the stress test, CET1 
is 20.2% (correction of 0.92 percentage points), and 
after an aggravated scenario of a stress test, it reached 
11.8% (correction of 9.29 percentage points), which 
values significantly exceed the set minimum thresholds 
of the ECB, respectively 8% for the baseline and 5.5% 
in the aggravated scenario (in which the bank exceeds 
the minimum allowable level by 6.3 percentage points).  

At the end of 2019, the level of the adjusted leverage 
increased to 10.95, while at the end of June 202 slightly 
declined (10.33) with values remaining higher 
compared to the average levels of the banking system 
and the banks in Group I. 

The decrease in the amount of non-performing 
exposures and the increase in the capital base in 2019 
and the first half of 2020 contribute to maintaining the 
trend established in 2017 of reducing the value of the 
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indicator Net amount of non-performing exposures to 
the Capital base (26.18 % at the end of June 2020, 
compared to a level of 65.31% at the end of 2016).  

The values of the indicator Return of equity for the 
review period confirm the high values of over 10% for 
the second consecutive year - 11.1% for 2019 and 
14.0% for the previous year.  

 

Resources 

At the end of 2019, UBB maintained the trend of the 
last five years of increase in the total value of deposits 
attracted, with an annual growth of 8.8%, which is 
ahead of the increase of 8.4% registered by the 
system. For the first six months of 2020, there is a 
general decline of 5.1% due to the decrease in deposits 
from credit institutions, compared to a slight growth 
reported by the system (0.6%). However, the deposit of 
individuals and enterprises registered an increase of 
4.0% for the six months, compared to 1.7% for the 
system. 

The following changes in the bank's deposit portfolio 
should be noted as more specific in the period under 
review: 

• At the end of 2019, the deposits from credit 
institutions registered a growth of 17.6%, after which in 
the first half of 2020 they decreased significantly by 
46.4% and their share in the attracted funds decreased 
to 10.2% (from 18.0% in 2019);  
• A steady growth of the attracted funds from 
individuals and households is maintained in the past 
five years, at 7.1% in 2019 on an annual basis and 
3.9% for the six months of 2020. Their share increased 
to 57.5% in the first half of 2020 (compared to 52.5% in 
2019); 
• the attracted funds from non-credit institutions 
also registered growth, whereas at the end of 2019, the 
increase is 6.9% on an annual basis and at the end of 
H1 of 2020 it was 4.3%. The share of the latter in the 
deposit structure is maintained at a relatively constant 
level in the last four years and in the first half of 2020 - 
in the small range 29-32%, whereas the last highest 
value was registered at the end of June 2020, while at 
the end of 2019 the level is 29.2%. 

The share of term deposits (except those of the credit 
institutions) marked a slight decline (below 1 
percentage points) and at the end of H1 of 2020 was 
25.5%.  

The deposit portfolio has no concentration. 

 

 

Assets Quality 

In 2019, United Bulgarian Bank AD registered a real 
annual growth of assets of 8.0%, compared to the 
average growth of the assets of the banking system, 
which is very close and slightly above (by 0.2 
percentage points) than that of the rated bank. In H1 of 
2020, they decreased by 4.3%, with only 0.9% growth 
for the system.  

The growth dynamics of the assets are mostly due to 
the changes of the Receivables from credit institutions 
(an increase of 43.1% in 2019 and a decrease by 
67.6% for the H1 of 2020) and to the Cash and cash 
equivalents and the current account at the BNB 
(decrease of 63.2% for 2019 and increase by 115.6% 
in June 2020). Government securities held a major 
share in investments from the end of 2017 to the end 
of the first half of 2020, when they reached 93.5%.  

Loans, as a leading asset in the structure, marked a 
steady growth, an increase of Net Loans by 10.7% on 
an annual basis in 2019 and an increase of 4.2% for 
the six months of 2020. After the merger of CIBank' 
assets into the UBB in 2018, and in the following 
periods, the structure of the loan portfolio did not 
change significantly due to the similar weights of the 
two groups of loans in both banks. Corporate loans are 
dominant (with a relative share slightly above 50%), 
and loans to individuals have a weight of just over 40%, 
while maintaining the general trend since 2015, for a 
gradual slight decrease in the share of corporate loans 
at the expense of a slight rise in retail exposures. The 
trend has been slightly interrupted in the last six 
months, when the registered outpaced growth of 
corporate loans led to an increase of 0.3 p.p. of their 
share in the portfolio structure - up to 53.2%. For the 
last two years, no significant changes have been 
registered. Furthermore, the structure has been 
strengthened with slight domination of corporate loans 
with a share in narrow limits of 53%-54% of the credit 
portfolio and 43%-44% of the retail exposures.  

The corporate loan portfolio is well diversified by 
sectors, with a significant decline in the share of loans 
from the real estate sector from 12.1% to 5.9% at the 
end of 2018, which continues to shrink at a slower 
pace, to 4.5% in the middle of 2020. There is no 
concentration in terms of size and maturity of the loans. 

Following the merger of the CIBank portfolio, and as a 
result of the vigorous activity to improve the quality of 
loan portfolio (including a substantial increase in the 
amount of depreciation, write-offs, sales, restructuring, 
etc.), at the end of 2018 is noted a significant 
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improvement in the mostly considered indicator, 
namely, the share of non-performing loans in the gross 
loan portfolio. The annual decrease of the ratio is by 
more than 10 percentage points, and the level reached 
was 15.3%, compared to an average of 11.1% for the 
banking system and 11.6% for Group I banks. The 
improvement in the value of the ratio remained during 
the period under review, at the end of which (June 
2020) was 10.1% (BS - 9.0%).  

The coverage of gross classified loans by impairments 
after its highest value since 2017 (59.4%), decreased 
by more than 10 p.p. (up to 48.9%) in 2018, while at the 
end of 2019, it slightly increased to 49.6%, and for the 
first six months of 2020 – to 52.1%. The ratio was 
positively affected by the reduced amount of the bank's 
classified loans, despite the decreasing amount of 
impairments.  

The coverage of the gross loan portfolio by 
impairments slightly reduced to 5.74% at the end of 
2019 and 5.27% for the H1 of 2020, after the registered 
decline of two times on a yearly basis to 7.51% at the 
end of 2018. The achieved level is similar to the 
average of the banking system (5.28%) and generally 
follows the downward trend of the system.  

The amount of loans treated under the Procedure for 
deferral and settlement of receivables from banks in 
connection with the pandemic of COVID-19 at UBB as 
of 30.06.2020 is almost twice lower as a percentage of 
the total loan portfolio of the bank (6.8%), compared to 
the total data reported by the system.  

Income Quality 

For 2019, UBB registered a minimal decrease of 0.21% 
of the operating result, while the financial result 
decreased by 12.0%, and at the end of the year 
amounts to BGN 154.8 million. For the first half of 2020, 
the operating result is 24.1% higher than the one in the 
corresponding period of 2019, mainly due to a sharp 
decline in operating expenses and an increase in net 
interest income. However, the financial result 
decreased on an annual basis due to a significant 
increase in impairment expenses. 

The return on interest-bearing assets in the review 
period decreased following the general trend for the 
banking system, positioned close to and below the 
average for the banks of Group I. 

Positive for the bank's profitability is the observed 
change in the Price of interest-bearing liabilities – 
retaining the steady downward trend, at levels 
significantly below the average for the system and for 
the Group I banks. 

Gross interest rate spread and net interest rate margins 
preserve similar general downward trend, also 
positioning the bank below the average for the system 
and the Group I banks. 

The return on assets follows the general downward 
trend of the system, and at the end of 2019, the bank 
is positioned slightly below the average level for the 
banking system and for the Group I banks, and by the 
end of June 2020, the differences in this respect are 
reducing. 

For the review period, a positive trend is found in the 
decrease of the value of the indicator Operating 
expenses to Average assets, whose level during the 
period under review is positioned favourably in 
comparative aspect – below the system’ average. 

Liquidity 

During the review period, the level of the Equity to Total 
Liabilities ratio decreased to 11.3% at the end of 2019, 
after which it rose slightly to 11.9% at the end of June 
2020. 

The share of current assets in the total assets of the 
bank amounts to 28.1% at the end of 2019 and 19.7% 
at the end of June 2020, which levels are lower than 
these maintained by the bank at the end of 2018. 
(32.8%) and at the end of 2017 (32.6%), as by the end 
of 2016 (before the acquisition by CIBank), were in the 
lower range between 15.1% -21.3% in the five years of 
the period 2012 - 2016, incl.  

During the review period, the bank maintains the 
established at the end of 2018, level of the ratio total 
loans to total deposits, with small changes of +1.0 p.p. 
for 2019 (69.5% as of 31.12.2019) and +0.8 p.p. as of 
30.06.2020 (69.3%), whereas only one bank from the 
reference group reported lower values.  

The ratio Average Gross Loans to Average Assets 
continued to decline and at the end of 2019 down to 
48.3% (48.4% in 2018), and despite the slight increase 
at the end of the period (50.6%), its level remained low 
compared to the average for the banking system 
(56.3%) and for Group 1 banks (57.0%). 

The Bank's levels of liquidity coverage for supervisory 
purposes (199% at the end of the period and 372% at 
the end of 2019) remain well above the 100% required 
minimum. 

Size and Systems 

The bank remained unchanged the third position in 
terms of balance sum, which was reached after the 
merger with KBC, and fifth place in terms of the loan 
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portfolio, while in terms of deposits occupies the fourth 
place, after the end of 2019 the bank was in fifth place.  

In 2019, the bank has implemented a number of 
innovations, both internally - robots performing routine 
activities in credit administration, Chabot (supporting 
employees in the branch network) and externally, 
client-oriented - the introduction of multi-banking, 
opportunities for applying for consumer loans through 
mobile banking, video banking for business clients, a 

platform supporting clients in a digital environment in 
choosing a suitable home. 

 

 

 

 

 

 
 
During the period under review, United Bulgarian Bank AD reports an improvement in its activity and the 
achieved results, with the observed strengthening of the positive trends in the main indicators used for the 
analysis of the business activity - the growth of attracted funds from individuals and enterprises, growth in 
lending, an increase of capital adequacy and liquidity. Particular progress has been made in improving the 
quality of the loan portfolio. Operating profit and net financial result remain high.  

An additional positive impact on the rating of United Bulgarian Bank AD may have the preservation of 
the processes of sustainable improvement in the quality of the portfolio, increase of the generated profit and 
the profitability indicators, along with the preservation of the good levels of capital adequacy and liquidity.  

The rating could be negatively affected by a possible deterioration of the quality of the loan portfolio due to 
the adverse effects of the COVID 19 pandemic on the bank's customers.  

 

 

 

 

Main Financial Indicators: 

(BGN’000) ; % 6.2020 12.2019 12.2018 12.2017 12.2016 12.2015 

Balance sum 11 646 597 12 172 700 11 266 027 7 358 140 6 831 636 6 540 475 

Gross loans 6 306 479 6 082 050 5 598 515 3 911 555 4 542 488 4 942 539 

Equity  1 387 649 1 376 692 1 386 813 976 061 1 082 343 1 217 792 

Gross interest income 137 339 272 343 292 874 238 343 283 465 307 046 

Net financial result 22 715 154 835 175 889 -51 025 111 261 48 907 

Total Capital Adequacy 23.45% 19.04% 21.52% 24.14% 24.25% 28.19% 

Net interest margin 2.49% 2.50% 3.21% 3.55% 3.84% 3.93% 

Return on Assets 0.93% 1.33% 1.73% -0.72% 1.63% 0.76% 

Gross Classified Loans / Total Loans 10.11% 11.56% 15.35% 27.8% 29.9% 33.0% 

Net Overdue Ratio -1.21% -3.30% -6.31% -8.79% -7.64% 3.25% 

Liquidity Ratio - - - 52.13% 40.26% 36.51% 

Liquidity Coverage Ratio (LCR) - % 199% 372% 250% - - - 
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*Rating History: 

FINANCIAL STRENGHT 
RATING* 

Update Update Monitoring Update Update Monitoring 

Date of Rating Committee: 26.09.2019 26.09.2018 29.06.2017 01.06.2017 02.06.2016 27.01.2016 

Long-term rating: ВВВ ВВВ BBB- BB BB BB- 

Outlook: positive stable stable positive stable positive 

Short-term rating : А-2 А-2 А-3 B B B 

Long-term national scale 
rating: 

А+ (BG) А+ (BG) А (BG) BBB+ (BG) BBB (BG) BBB- (BG) 

Outlook: positive stable stable positive stable positive 

National-scale rating: А-1 (BG) А-1 (BG) A-1 (BG) A-2 (BG) A-3 (BG) A-3 (BG) 

 

The ratings displayed in the table are assigned under the preceding Methodology for assigning a financial strength rating 
to banks and are not directly comparable with the ratings assigned after the entry into force of the current methodology 
as of September 2015. 

FINANCIAL STRENGHT RATING 
Monitoring Update  Initial rating 

08.09.2015 03.06.2015 04.06.2014 

Long-term rating: 
ВВ- BВ- 

ВВ- 
(under review)  

Outlook: 
- positive 

stable 
  

Short-term rating: 
B В 

B 
(under review)  

 


