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DEPOSIT RATING Initial Rating   

Date of Rating Committee: 10.05.2018 31.05.2019 30.06.2020 

Date of Publication: 21.05.2018 04.06.2019 06.07.2020 

Long-term rating: BBB- BBB- BBB- 

Outlook: stable stable stable 

Short-term rating: A-3 A-3 A-3 
 

Notes: 

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 
 

  
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 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 limitations.  

 

At a session of the Rating Committee of BCRA, held 
on 30.06.2020 a report of the review of the deposit 
rating of Varengold Bank AG has been discussed. 
The session was run by D.Sc. (Econ.) Kiril Grigorov, 
in his capacity as a Chairman of the Rating 
Committee. The members of the Rating Committee 
discussed the grades of numerous credit rating 
factors and took the following decision: 

BCRA – Credit Rating Agency (BCRA) confirms to 
Varengold Bank AG the following ratings: 

 - Long-term Deposit Rating: ВВB- ;  

 - Outlook: Stable ; 

 - Short-term Deposit Rating: A-3 . 

 

 

 

 

The officially adopted methodology of BCRA for assigning 
of Bank’s Rating has been applied: (https://www.bcra-
bg.com/files/bank_methodology_2018_en.pdf) 

 
 

The users of the rating can find information on the meaning 
of each rating category, including the definition of default 
in the published Global rating scale on the BCRA’s 
website: 

(https://www.bcra-bg.com/files/global_scale_en.pdf ) 

For the elaboration of the report and assignment of the 
ratings, information from European Central Bank, 
Hungarian Central Statistical Office, the BCRA database, 
consultants and other sources of public information is 
used.  

Operating Environment 

Sovereign risk review 

Germany is the largest economy in the European 
Union and the fourth largest in the world in terms of 
nominal GDP. It can be characterized as resilient, 
diversified and high value-added with solid 
macroeconomic fundamentals. However, growth has 
been fragile since 2018 and the COVID-19 pandemic 
has plunged the German economy into recession, 
with GDP shrinking by 1.9 % YoY in the first three 
months of the 2020 – the steepest decline in output 
since the financial crisis. Household final 
consumption annually decreased by 2.2% while 
fixed investments fell by 0.2%. Concurrently, foreign 
trade also declined due to the coronavirus. Exports 
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of goods and services were down by 3.2% in real 
terms and imports decreased by 1.7% compared to 
the same prior-year period. Only government 
consumption, construction activity and inventories 
build-up prevented a stronger contraction of the 
economy. However, the first-quarter results have 
been only moderately impacted by the COVID-19 
shock, as they encompass only two weeks of 
lockdown and supply chain disruptions due to 
lockdown measures in Asia. Thus, a much stronger 
slump is expected in the second quarter.   

Track record of sound public finances has enabled 
a robust policy response to mitigate the adverse 
economic effects of the coronavirus shock. At an 
early stage, in March, the government announced 
direct fiscal measures, accounting for about 5% of 
GDP which includes: (1) spending on healthcare 
equipment, hospital capacity and R&D, (2) 
expanded access to short-term work (“Kurzarbeit”) 
subsidy to preserve jobs and workers’ incomes, 
expanded childcare benefits for low-income parents 
and easier access to basic income support for the 
self-employed, (3) EUR 50 bln in grants to small 
business owners and self-employed persons 
severely affected by the Covid-19 outbreak in 
addition to interest-free tax deferrals until year-end, 
EUR 2 bln of venture capital funding for start-ups, 
(4) temporarily expanded duration of unemployment 
insurance and parental leave benefits. At the same 
time, through the newly created economic 
stabilization fund (WSF) and the public 
development bank KfW, the government is 
expanding the volume and access to public 
guarantees for firms of different sizes and credit 
insurers, some eligible for up to 100% guarantees, 
increasing the total volume by at least EUR 757 bln 
(24% of GDP).  

An additional fiscal stimulus package amounting 
EUR 130 bln has been announced by the 
government on June 3rd, comprising a temporary 
VAT reduction, income support for families, grants 
for hard-hit SME’s, financial support for local 
governments, and subsidies/investment in green 
energy and digitalization. 
 

The Banking system of Germany is significantly 
large, with assets amounting to above 200% of the 
GDP. Total assets of the banking system reached a 
total of EUR 9.06 trillion in April 2020 corresponding 
to the relatively constant share of 1/3rd of the total 
financial system. 

There were in total 1 531 credit institutions operating 
on the German market as of April 2020 (1 579 as of 
March 2019). These are divided into 3 main “pillars”: 

Private commercial banks, Public savings banks and 
Cooperative banks. The German banking sector, 
albeit stable, has experienced a period of 
consolidation in the past 18 years, with the most 
noticeable effect at the local savings banks and 
cooperative banks’ level. The remaining 21.1% of the 
total assets are held by Mortgage banks, Building 
and loan associations and special-purpose banks. 

The concentration on the market has increased in 
the last year, following the reduction in a number of 
institutions operating as well as the increase in the 
Total Assets of the 4 largest banks. These account 
for 26.6% of the Total Assets. This results in an HHI 
of 1 835.9 – still considered as a Moderately 
Concentrated Market, and yet worse than the 
previous year. Over the last 3 years, the market 
share of all the categories of banks has remained 
relatively stable, as the large banks’, which dropped 
to 21.4% in 2017, have further improved their share 
to 26.6%. 

Following the rises posted in total loans and 
deposits in the system over 2019, banks reported 
even improved figures in these main aggregates for 
the first quarter of 2020. The deposits are the ones 
experiencing more rapid increase in the first quarter 
of 2020, keeping the ratio of 93% to the loans to the 
NFS. Among the types of savings, the non-financial 
sector prefers sight deposits. 

The non-performing loans ratio has been generally 
declining since 2009 and reached 1.24% of the total 
loans in 2018. The levels of provisions of the German 
banks have been significantly low in the past years. 

German banks are well-capitalized, keeping both 
Capital and Tier1 Capital Adequacy ratios well above 
the required. The system has been also recording 
positive profitability since 2010, but declining in the 
past year. In terms of liquidity, the Liquidity 
Coverage Ratio equaled to 162% at the end of 2019 
remaining higher than the average for the Euro Area 
(146%) and witnessed for the resilience of banking 
resources. 

 

Varengold Bank AG 

Varengold Bank AG was founded in 1995 as a 
limited liability company named Varengold 
Vermittlungs-und Handelsgesellschaft mbH. 

In 1998, Varengold obtained a license for a financial 
institution and later in 2013 obtained the license 
extension for a deposit credit institute according to 
the KWG. The current name ‘Varengold Bank AG’ 
was entered in the commercial register in July 2013. 
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The company was founded as an asset 
management boutique and was focused on the 
development of unique, specialized hedge fund 
strategies from the managed future space. Its 
current core businesses focus on Marketplace 
Banking and Commercial Banking, and the bank 
also offers a wide portfolio of products and services.  

The subscribed capital of the bank amounted to 
EUR 9 315 634 at the end of 2019 after increasing 
against cash contributions by TEUR 3 105 from 
TEUR 6 210 to TEUR 9 316 by issuing 3 105 211 
new shares. All shares were placed at an issue price 
of EUR 2.50 per share. The total own capital as of 
the end of 2019 amounts to TEUR 35 951. In 
February 2020 Varengold Bank’s share capital was 
increased again by TEUR 727.4 to TEUR 10 043.0 
by issuing 727,381 new shares. All shares were 
placed at an issue price of EUR 3.85 per share. 
Other institutional investors were attracted in 
addition to the existing ones. With the strengthening 
of the capital base, the Bank is still on a growth path 
and the new funds will be partly used to refinance 
credit platforms in the area of marketplace banking. 

There are no changes in the Management Board 
of the bank, and it consists of: 

▪ Dr. Bernhard Fuhrmann - Managing Director 
▪ Frank Otten - monitoring and controlling the 

bank's treasury department. 

There is one change in the bank’s Supervisory 
board: Vasil Stefanov replaced Alexander Koerner 
and the Supervisory board consists of: 

▪ Dr. Karl-Heinz Lemnitzer - Chairman, 
Accountant and Auditor 

▪ Vasil Stefanov - Managing Director (since 
28.03.2018). 

▪ Francesco Filia – new Supervisory Board 
member, (since August 2019) 

The subsidiaries, as well as the structure of the 
Varengold Group, did not change significantly. In 
the second half of 2019, Varengold Bank acquired 
20% of Bulgaria’s lending platform Klear, a 
Bulgaria-based peer-to-peer (P2P) lending platform 
with leading positions in the emerging FinTech 
segment in Southeast Europe (SEE). 

 

Capital Adequacy   

In 2019 the Capital base of the bank increased by 
36.2% annually on a standalone basis and by 49.4% 
on a group basis. These growth rates are 
significantly higher than in 2018. 

An increase in the risk-weighted assets (RWA) 
was also observed. On a standalone basis, these 

increased by 15.6% on st.b and 16.5% on gr.b since 
2018. The growth rates though were lower than in 
2018. 

The significantly higher increase of the capital base 
compared to the growth of the RWA led to a 
noticeable effect on the total capital Ratio - an 
increase of 2.57 p.p. on a standalone basis and 3.58 
p.p. on a group basis. 

The capital and the RWA growth are in line with the 
strategy of the bank that, on the one hand, aims at 
coping with the regulatory challenges and, on the 
other hand, is targeting at the expansion of its 
business volume. 

The capital base of the bank consists of Tier 1 and 
Tier 2 Capital. The Additional Tier 1 (AT1) Capital 
amounts to TEUR 5 000. The Additional Tier 2 
Capital is TEUR 2 000. 

During the analysed period, the capital ratios of 
Varengold Bank AG were stable and above the 
regulatory capital requirements. 

The comparison of the Total capital ratios and Tier 1 
capital ratio of the rated bank with the average ratios 
for the German banking system shows that at the 
end of 2019 the ratios of Varengold Bank AG are 
lower than the average Total capital ratio on both 
standalone and group basis.  The Tier 1 capital ratio 
on a standalone basis is close to the average for the 
German banking system – only with 0.39 p.p. lower 
while at the end of 2018 the difference amounted to 
3.6 p.p. in favour of Varengold Bank AG. 

When calculating risk-bearing capacity, the bank 
uses the going-concern approach based on figures 
on the balance sheet and profit and loss statement. 
The risk-bearing capacity utilization rate as of 31 
December 2019 was 64.5% (58.4% as of Q3 of 
2019). 

The figures as of the end of 2019 showed that the 
separate risks’ exposures were within the approved 
limits. 

As per the published in April 2020 by the EBA report 
of Basel III monitoring exercise, (based on data as of 
30th June 2019) the leverage ratio remains fairly 
stable when examining the entire sample (at 5.1%). 
At the end of June 2019, the reported by Varengold 
Bank AG leverage ratios (6.94% on gr.b. and 7.2% 
on st.b.) are above the average as well as the 
threshold of 3%. 

To support the planned expansion of business, with 
its inherent risks, and the increasing capital 
conservation buffer’s requirements, the bank, as 
evidenced by the current practice for the last 5 years, 
regularly undertakes annual increases in equity. 
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Resources 

In 2019 the size of attracted funds of the bank grew 
by 35.1% on an annual basis. The resource 
structure remains unchanged – with the main 
source of funds coming from deposits of non-
banking institutions. Their share decreased slightly 
by 0.2 p.p. to 95% in 2019 (95.2% in 2018) and 
further 0.74 p.p.at the end of Q1 2020. An increase 
of funds from banks was observed. 

A positive change was observed in the maturity 
structure of deposits, where the highest increase 
was registered in the term of deposits of 36 months 
– more 85%. The deposits with a fixed term of 24 
months increased by 68,03% and the ones with a 
term of 12 months – by 23.7%.   

There is no concentration in the deposit portfolio. 
The total value of the top 15 deposits did not exceed 
1% of the total resource base of the bank at the end 
of the analysed period and the ratio continues to 
decline compared to the value at the end of the 
previous observed period. 

In general, the banks from the competitive group 
report lower average relative growth of the attracted 
funds.  
 

Assets Quality 

After the significant decline of 27.5% in the Total 
Asset value in 2017 (mainly due to the release of 
the blocked with the Central Bank funds of a 
shareholder - more than 1/3 of balance sum), and 
the further asset growth by 19.2% in 2018, a 
remarkable annual growth of 33.2% was recorded 
at the end of the last 2019. This growth is mainly 
due to increased placements at Central Bank, and 
to a lesser extent to securities, while the loans 
remain at almost the same value as at the end of 
the previous year. At the end of the first quarter of 
2020, however, loans also increased significantly - 
by over 30% on an annual basis, as at the end of 
2019 too. There are no significant changes in 
Assets structure comparing last date (Q1 2020) in 
the observed period and previous annual data (end 
of 2018), excluding mentioned differences at the 
end of 2019 due to bigger Central Bank’s 
placements:  In general, the changes in the last 2 
years, show a stabilizing structure of assets with 
predominant importance of loans. 

• Gradual increase of the Loan portfolio share 
from 12.3% (2016) to 50.4% (Dec.2018) and 
50.1% (Q1 2020) 

• Increasing Investments in shares and other 
non-fixed-income (variable-yield) securities and 

stabilization of the weight in the structure of 
assets to about and below 20% of assets. 

Figure: Assets Structure 31 March 2020 

 

Varengold Bank AG has generally maintained its 
risk/return profile in terms of investing in rated 
securities. The Investment portfolio has only 
marginally increased its riskiness, by slightly 
decreasing the share of investment grade-rated 
securities. The share of securities rated A+ to A- is 
already the most dominant class, followed by the 
riskier BBB+ to BBB- class. Significantly is 
increasing the highest risky non-investment grade 
class of under BBB- rated securities which share is 
only 3.5% at the end of 2018 and 11.4% - end of 
2019. The previous period dominating group of BBB- 
to BBB+ shares decreased its weight to 42.7%, from 
54.9% for the previous year. Despite the constant 
growth in the amount of securities, it can be 
concluded that the quality of this portfolio is generally 
good despite the slight increase in the degree of risk, 
compared to previous periods in the direction of 
optimization of the risk-return ratio. 

The increase in the loan portfolio is the core of the 
Bank's new policy after the changes in 2016, and this 
shows the results for the last period. At the end of the 
period observed – Q1 2020, the share of Loans to 
NFS is still above half of the total assets and Total 
Loans - 51.9% of the assets. At the end of 2019, the 
growth of loans was significantly lower than the 
previous one, but the first quarter of 2020 marked 
significant progress in this regard and is indicative of 
stabilizing the Bank's performance indicators for the 
third consecutive year.  

The sum of the Top 15 credit exposures shows a real 
high degree of concentration – above 50% of total 
loans. 

Given the relatively growing importance and the size 
of the loan portfolio (Loans to NFS) in the structure 
of assets, the amount and the ratio of Non-
Performing Loans (NPL) to the entire loan portfolio 
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are becoming increasingly important in bank’s 
analysing. The level of the indicator Classified loans 
/ Loans to NFS Ratio is increasing last period but 
does not yet exceed levels threatening the quality of 
the entire loan portfolio. It deserves however special 
attention, especially in the current context of 
potential risk complications related to the expected 
impact of the COVID 19 pandemic. 
 

Earnings Quality 

Since Varengold Bank AG was licensed as a 
depository institution in 2013 and the significant 
changes in the business activity, its earnings were 
recording years of considerable improvement. In 
2019 this improvement continued, but with a slower 
pace. The Net Interest income increased by 2.9% 
on an annual basis in 2019 compared to 65.8% in 
2018. The Operating expenses recorded a lower 
growth compared to 2018 as well – 7.7% in 2019 to 
15.9% in 2018. 

These developments result in a significantly 
improved Operating profit of TEUR 3 594 for 2019 
(TEUR 2 283 in 2018) as well as Net Financial 
Result of TEUR 1 616 (TEUR 515 in 2018). 

As of the first quarter of 2020, the incomes continue 
to improve, due to a substantial increase in both 
Commission and Trading Portfolio Income. This 
contributed to a more than doubled amount of 
Result of the normal business activity of TEUR 2 
422 compared to TEUR 1 022 for Q1 2019. 

In the last three years of analysis, the rated bank 
maintained a relatively unchanged structure of 
income, with a slightly growing share of the interest 
income compared to the non-interest. The 
dominating share of Non-interest income increased 
slightly in 2019 (from 70.8% in 2018 to 71.8% in 
2019) as a result of the increase in lending activity. 

The negative interest rate on cash deposits 
(reserves) at the Central Bank continues to hurt the 
interest income after 2015. 

The Non-interest Operating Income remained 
dominant in the Income structure throughout the 
analysed period, with growth on a net base by 8.2% 
(to TEUR 16 689) in 2019. 

The value of Earning Assets grown significantly by 
36% in 2019 and decreased slightly in Q1 2020 (by 
3.8%). 

The ratios Net Interest Income / Average Earning 
Asset and Net Interest spread have deteriorated in 
2019. The bank reports lower levels of the ratio 
Interest Income / Average Earning Asset than the 

reference group of banks in the analysed five-year 
period. By the ratio Interest Expense / Average 
Interest-bearing Liabilities, the bank is positioned 
better than banks in the reference group. 

The last year (2019) is characterised by annual 
improvements in most of the monitored indicators, 
except for ratios dependent on the costs for 
personnel. The main changes are the following: 

▪ Increasing Operating Profit / Average Equity 
up to 11.7% (10.6% in 2018) and Net Income 
/ Average Equity up to 5.34% (2.39% in 
2018); 

▪ Rise in the Ratio of Personnel Expenses/ 
Net Commission Income to 61.84% (50.78% 
in 2018) 

▪ Reduction in the ratio Operating Expenses 
to Average Assets down to 2.69% (3.03% for 
2018). 

The improvements and stabilization of most banking 
indicators bring Varengold Bank closer to the 
average indicators of the banks from the peer group, 
and in general, the bank shows a better financial 
position compared to some of the rivals. 

 

Liquidity 

The year 2019 has witnessed a serious drop in liquid 
assets. After growth of 11.2% at the end of 2017, 
these have fallen by 21.6% to TEUR 261 372 in 
2016. This, combined with a 33,2% growth in Total 
Assets and 40.9% in Total Deposits results in a 
significant decrease in the following ratios: Short 
term Assets/ Total Assets (-25.95%), Short term 
Assets/ Attracted Capital (-31.5%) and Short term 
Assets/ Total Deposits (-31.62%). Despite the 
decrease of the mentioned ratios, their levels 
remained relatively high at the end of 2018, which 
was assessed positively from the liquidity point of 
view. 

The slower increase of the balance loans in 2019 
(4.9%) than one of the total deposits led to a 
decrease of the ratio Total Balance Loans / Total 
Deposits (with 12.9 p.p), which continued to be 
relatively low and far below 100%, assessed 
positively for liquidity purposes.    

In 2019, the Equity to Liabilities ratio increased by 
0.49 p.p. and amounted to 5.35% (the highest level 
for the last 6 years) at the end of 2019, while the 
average value for the index of German banking 
sector decreased by 0.18 p.p. annually, to 6.61%. 
The difference between the level of the ratio of 
Varengold Bank AG and the bank sector shrank from 
1.93% at the end of 2018 to 1.26% at the end of 
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2019. On the one hand, the lower than the average 
equity levels are negatively evaluated for liquidity 
purposes but on the other hand, the continuing 
growth of the ratio after 2015 form a positive trend 
and improves the bank’ position. 

For the period 2014 - Q1 2020, the liquidity buffer of 
Varengold Bank was characterized by volatile values 
but despite that, in the period, the bank’s LCRs were 
significantly above the regulatory requirement that 
came into force in 2018.  

  
 
Key figures 

(TEUR)  Q1-2020 2019 2018 2017 2016 2015 

Balance Sum 684 880 707 329 530 839 445 212 613 895 601 215 

Gross Loans 355 403 294 033 280 560 274 543 91 559 53 682 

Equity 39 013 35 951 24 613 18 460 13 578 2 400 

Total Net Interest Income 1 685 6 559 6 369 3 841 1 578 -2 408 

Total Net Non-Interest Income 5 403 16 689 15 416 11 110 14 020 16 612 

Result of the normal business activity 2 422 3 594 2 283 556 -2 523 -5 818 

Net Financial Result 2 062 1 616 515 24 -1 486 -13 218 

Capital adequacy (%) 16.85% 17.01% 14.40% 14.20% 17.80% 14.00% 

Classified Loans / Loans to NFS (%) 3.31% 4.38% 2.04% 0.84% 1.99% 5.89% 

Classified Loans / Capital base (%) 28.90% 29.75% 18.85% 9.06% 8.57% 7.90% 

Corrected Leverage ratio 17.7 19.8 21.8 24.5 46.5 342.6 

Net Interest Income / Average Earning Assets (%) 0.35% 1.31% 1.59% 0.81% 0.37% -1.13% 

Net Income / Average Total Assets (%) 0.34% 0.26% 0.11% 0.00% -0.24% -2.77% 

Liquidity Coverage Ratio (%) 238.8% 293.9% 231.0% 200.4% 2 277.9% 222.5% 

 
 

Varengold Bank AG can be considered as a classic niche provider in all its business activities. As an advantage for the 
bank, in particular, could be accepted short decision paths, tailored products and established infrastructure. In this sense, 
the general assessment of the Bank takes into account the specific of the bank as a small bank with a specific focus.  

The relatively short period of VG's activity as a bank after receiving a banking license (initially with some restrictions), the 
legacy of previous management and strategies, the comparatively low volume of activity, the shareholders’ structure 
before, the accumulated financial loss in previous years /reflected in most evaluated yield indicators/ are among the most 
important factors for the assigned rating. 

The successful implementation of the changed strategy, capital raise, expanding the volume of the loan portfolio while 
preserving its good quality and increasing of the operating profitability, are among the factors that can have a positive 
impact on the bank's assessment. 

The deposit rating is an estimate of the ability of the rated bank to repay the deposits in national and foreign currencies. 
As such, factors as liquidity, asset quality and resource base structure are more influential than the size and growth of 
bank assets and liabilities and yield indicators. At the same time, the latter has an impact on the overall assessment of the 
bank.  

The “stable outlook” as part of the BCRA assessment reflects the expectations of the experts for the long-term steady 
performance of Varengold Bank AG in the banking market. 


