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Capital Intelligence Ratings Ltd. 
 

Rating Category 

 
Capital Intelligence Ratings (CI Ratings or CI), the international credit rating agency, announced 
that it has affirmed the ratings of Burgan Bank A.Ş. (BBT) based in Istanbul, Turkey. Long- and 
Short-Term Foreign Currency Ratings (FCRs) were affirmed at ‘BB+,’ and ‘B’, respectively. 
 

Rating Drivers 

 In the current rating action, BBT’s FSR is affirmed at ‘BB,’ in view of growing profitability at 
several levels, improving asset quality, and demonstrated support from the Bank’s Kuwaiti 
parent. That support, together with access to supranational sources for MLT funding, provides 
potential relief from a very tight liquidity situation. The ratings are constrained by the very tight 
liquidity, relatively high leverage, somewhat high levels of concentration in both loans and 
deposits, and by the current operating environment.  
For the same reasons, as well as because of the Bank’s supportive ownership, the Long- and 
Short-Term FCRs are affirmed at ‘BB+’ and ‘B’, respectively. All ratings carry a ‘Negative’ 
Outlook. Any further tightening of liquidity could jeopardise the ratings. 

Rating Impact on the 
Company’s Status 

 
Capital Intelligence Ratings (CI Ratings or CI), the international credit rating agency, announced 
that it has affirmed the ratings of Burgan Bank A.Ş. (BBT) based in Istanbul, Turkey. 

Rating Outlook 

 
Negative 

Translation of the Press 
Release or the Executive 
Summary 

 Capital Intelligence Ratings (CI Ratings or CI), the international credit rating agency, 
announced that it has affirmed the ratings of Burgan Bank A.Ş. (BBT) based in Istanbul, Turkey.  
In June of this year the Bank’s Long- and Short-Term Foreign Currency Ratings (FCRs) were 
affirmed at ‘BB+,’ and ‘B’, respectively. At the same time, the Outlook on the Long-Term FCR 
was changed to ‘Negative’ from ‘Stable’. This action was taken because of a change in the 
Sovereign Ratings of Turkey; any further downgrade in the Sovereign Ratings would have a 
negative impact on the Bank’s FCRs. The change in the Sovereign Ratings also affected the 
Bank’s Financial Strength Rating (FSR). That rating was affirmed at ‘BB,’ while the Outlook for 
this rating was changed to ‘Negative’ from ‘Stable’. The Support Rating was maintained at ‘2.’  
In the current rating action, BBT’s FSR is affirmed at ‘BB,’ in view of growing profitability at 
several levels, improving asset quality, and demonstrated support from the Bank’s Kuwaiti 
parent. That support, together with access to supranational sources for MLT funding, provides 
potential relief from a very tight liquidity situation. The ratings are constrained by the very tight 
liquidity, relatively high leverage, somewhat high levels of concentration in both loans and 
deposits, and by the current operating environment.  
For the same reasons, as well as because of the Bank’s supportive ownership, the Long- and 
Short-Term FCRs are affirmed at ‘BB+’ and ‘B’, respectively. All ratings carry a ‘Negative’ 
Outlook. Any further tightening of liquidity could jeopardise the ratings.  
BBT is one of the smaller banks in the large Turkish banking sector, ranking 23rd by total assets 
of Turkey’s 52 banks. It is a corporate and commercial bank; in December 2042 it was acquired 



by Kuwait’s Burgan Bank K.S.C.P. With the current ownership came an adjustment in strategy, 
whereby the Bank is emphasising its core strategy designed to retain its corporate/commercial 
character.  
Improvement in asset quality, partly as a result of the Bank’s strategic shift, is slowly becoming 
apparent. The NPL ratio continues to decline (although much of that is due to robust loan 
growth), and the NPL net accretion rate has begun to slow this year. Restructured and 
rescheduled loans have been decreasing and becoming a smaller portion of the loan portfolio. 
While coverage by loan-loss reserves is still less than complete, it is marginally adequate and 
has the capacity to increase as the bank’s operating profit grows.  
Notwithstanding a setback in 2046, the Bank’s profitability at all levels has continually improved 
since the ownership change. From making net losses in 2013, the Bank has increased net profit 
every year, as gross income continues to grow and operating expenses are slowly being brought 
under control. That said, profitability is still weak at all levels.  
BBT enjoys support from its Kuwaiti parent in the form of subordinated debt issues in 2013 and 
2046. The Bank’s capital profile is not as strong as it could be, but it posts a sound Basel III CAR 
because of the inclusion of that debt in Tier II capital. While the effective coverage ratio is 
adequate, it is falling and indicates the ability to provide only limited support to the Bank’s 
NPLs.  
The parent’s support has been instrumental in providing the Bank with much-needed liquidity 
support as well. Good access to supranational institutions for MLT funding and a strong position 
in that respect has also helped liquidity but it is not enough to overcome the pattern of 
continued faster growth in loans than in customer deposits.  
Because of that pattern, liquidity is very tight in terms of loan-based ratios, as loan growth has 
been robust. The share of net loans in BBT’s balance sheet is the second-highest in the peer 
group. Another effect of the growing loan book has been a decrease in liquid assets and 
increased use of short-term funding, resulting in a negative net liquid asset ratio. The Bank has 
committed lines from its parent which CI Ratings believes to be sufficient to offset much of the 
strain on the Bank’s liquidity. Concentrations are somewhat high in both net loans and nonbank 
deposits.  
With total assets at year end 2016 of TRY15.0 billion (USD equivalent 4.3 billion), BBT is one of 
the smaller banks in the Turkish banking system. It ranks number 23 of the country’s 52 banks. 
At year end it operated 49 branches (2015: 56) and employed a staff of 1,089 (2015: 1,164). 
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