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Fitch Ratings - Moscow - 04 May 2020: Fitch Ratings has affirmed Belarusian National 

Reinsurance Organisation's (Belarus Re) Insurer Financial Strength (IFS) Rating at 'B'. The 

Outlook is Stable. 

 

KEY RATING DRIVERS 

The rating action is based on Fitch's current assessment of the impact of the coronavirus 

pandemic, including its economic impact, under a set of rating assumptions described below. 

These assumptions were used by Fitch to develop pro-forma financial metrics for Belarus Re that 

are compared with both rating guidelines defined in its criteria, and relative to previously 

established Rating Sensitivities for Belarus Re.  

Fitch's pro-forma analysis indicates the resilience of Belarus Re's capitalisation, as measured by 

an unchanged Fitch Prism Factor-Based Model (FBM) score compared with its actual 'Very 

Strong' score, based on end-2019 IFRS-based balance sheet. This should help the reinsurer 

absorb the Fitch-modelled investment losses and a moderate recession-driven decline in its 

underwriting profitability.  

In addition to the pro-forma modelling, Fitch also notes that the pandemic and the related 

economic recession may substantially weaken the quality of the portfolio of domestic credit risks 

insured by Belarus Re. Those risks are highly concentrated per debtor and aggregated net 

retentions per single debtor are fairly significant relative to Belarus Re's capital. This risk is 

partially mitigated by many of the debtors being fully owned by the state. 

Belarus Re's rating and Outlook are aligned with Belarus's Long-Term Local-Currency Issuer 

Default Rating. The rating reflects Belarus Re's 100% state ownership, and exclusive position in 

the local reinsurance sector underpinned by legislation, healthy capitalisation and sustainable 

earnings generation.  

Assumptions for Coronavirus Impact (Rating Case): 

Fitch used the following key assumptions, which are designed to identify areas of vulnerability, 

in support of the pro-forma rating analysis discussed above:  

--Decline in key stock market indices by 35% relative to 1 January 2020.  

--Increase in two-year cumulative high-yield bond default rate to 13%, applied to current non-

investment grade assets, as well as 12% of 'BBB' assets.  

--For the non-life and reinsurance sectors, a negative impact on the industry-level accident year 

loss ratio from COVID-19-related claims at 3.5pp, partially offset by a favourable impact from 

the motor lines averaging 1.5pp. 

 



RATING SENSITIVITIES 

The rating remains sensitive to a material change in Fitch's rating-case assumptions with respect 

to the coronavirus pandemic. Periodic updates to our assumptions are possible given the rapid 

pace of changes in government actions in response to the pandemic, and the pace with which 

new information is made available on the medical aspects of the outbreak. An indication of how 

the rating would be expected to be impacted under a set of stress-case assumptions is included at 

the end of this section to help frame sensitivities to a severe downside scenario. Factors that 

could, individually or collectively, lead to negative rating action/downgrade: -A material adverse 

change in Fitch's rating assumptions with respect to the coronavirus impact. - A one-notch 

downgrade of Belarus's Local-Currency Long-Term IDR is likely to lead to an equivalent change 

in Belarus Re's IFS Rating. Factors that could, individually or collectively, lead to positive rating 

action/upgrade: -A positive rating action is prefaced by Fitch's ability to reliably forecast the 

impact of the coronavirus pandemic on the financial profiles of both the Belarusian insurance 

sector and Belarus Re. - A one-notch upgrade of Belarus's Local-Currency Long-Term IDR is 

likely to lead to an equivalent change in Belarus Re's IFS Rating. Stress Case Sensitivity 

Analysis -Fitch's stress case assumes a 60% stock market decline, two-year cumulative high-

yield bond default rate of 22%, an adverse non-life industry-level loss ratio impact of 7pp for 

COVID-19 claims that is partially offset by a favourable 2pp impact for motor, and a notch-

lower sovereign rating. - The implied-rating impact under the stress case would be an affirmation 

of Belarus Re's rating. 

BEST/WORST CASE RATING SCENARIO 

International scale credit ratings of Financial Institutions issuers have a best-case rating upgrade 

scenario (defined as the 99th percentile of rating transitions, measured in a positive direction) of 

three notches over a three-year rating horizon; and a worst-case rating downgrade scenario 

(defined as the 99th percentile of rating transitions, measured in a negative direction) of four 

notches over three years. The complete span of best- and worst-case scenario credit ratings for 

all rating categories ranges from 'AAA' to 'D'. Best- and worst-case scenario credit ratings are 

based on historical performance. For more information about the methodology used to determine 

sector-specific best- and worst-case scenario credit ratings, visit 

https://www.fitchratings.com/site/re/10111579. 

 

REFERENCES FOR SUBSTANTIALLY MATERIAL SOURCE CITED AS 

KEY DRIVER OF RATING 

The principal sources of information used in the analysis are described in the Applicable Criteria. 

ESG CONSIDERATIONS 

The highest level of ESG credit relevance, if present, is a score of 3. This means ESG issues are 

credit-neutral or have only a minimal credit impact on the entity(ies), either due to their nature or 

to the way in which they are being managed by the entity(ies). For more information on Fitch's 

ESG Relevance Scores, visit www.fitchratings.com/esg. 

https://www.fitchratings.com/site/re/10111579
http://www.fitchratings.com/esg
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View additional rating details 

Additional information is available on www.fitchratings.com 

Applicable Criteria 

 Insurance Rating Criteria (pub. 02 Mar 2020) (including rating assumption sensitivity) 

APPLICABLE MODELS 

Numbers in parentheses accompanying applicable model(s) contain hyperlinks to criteria 

providing description of model(s). 

 Prism Factor-Based Capital Model, v1.7.1 (1) 
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Read More 

Solicitation Status 

The ratings above were solicited and assigned or maintained at the request of the rated 

entity/issuer or a related third party. Any exceptions follow below. 

ENDORSEMENT POLICY 

Fitch's approach to ratings endorsement so that ratings produced outside the EU may be used by 

regulated entities within the EU for regulatory purposes, pursuant to the terms of the EU 

Regulation with respect to credit rating agencies, can be found on the EU Regulatory Disclosures 

page. The endorsement status of all International ratings is provided within the entity summary 

page for each rated entity and in the transaction detail pages for all structured finance 

transactions on the Fitch website. These disclosures are updated on a daily basis. 
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