COMMERCIALBANK OF GREECE
Athens, 13/11/2002

PRESS RELEASE
First nine month results 2002

1. Group

BALANCE SHEET

Assets

At the end of the first nine months of 2002 the total assets of the Group were Euro 17.86 billion showing an increase of 2.6% compared to the end of the first nine months of 2001.  This change is due to the significant increase in loans, the outstanding balances of which at the end of the first nine months of 2002 stood at Euro 9.62 billion and were by around 26% higher compared to the end of the first nine months of 2001 and by 12.4% higher compared to the end of December 2001.  

Provisions increased to Euro 285.7 million showing an annual increase of 19% compared to the first nine months of 2001.  
As a result of the above the structure of the balance sheet has improved with the ratio of net loans over total assets increasing to 55% compared to 45% at the end of the first nine months of 2001 and 48.1% at the end of 2001.  

Liabilities
Amounts due to customers (Deposits and Repos) at the end of the first nine months of 2002 amounted to Euro 12.92 billion having increased by around 1% from the end of the first nine months of 2001.  
Own funds of the Group at the end of the first nine months of 2002 stood at Euro 1.89 billion.  The capital adequacy ratio of the Group at the end of September 2002 was 15.65%.  
RESULTS
Net interest income in the first nine months of 2002 increased by 12% compared to the first nine months of 2001.  It should be mentioned that net interest income in the 3rd quarter of 2002 was by around 4% higher compared to the second quarter.
  Due to the increase in net interest income, the rate of which is higher than the rate of increase in assets, the net interest margin of the Group increased to 3.1% in the first nine months of 2002 compared to 3.0% in the first nine months of 2001.  

Net commission income in the first nine months of 2002 amounted to Euro 104.4 million having increased by around 1.5% compared to the first nine months of 2001.  It should be mentioned that net commission income in the third quarter of 2002 is 1% higher compared to net commission income in the 2nd quarter of 2002.  
Income from financial transactions in the first nine months of 2002 amounted to Euro 22.4 million.  

In the first nine months of 2002 income from securities amounted to Euro 18.4 million showing a decrease of around 41% compared to the first nine months of 2001 due to lower dividends. 

The results of the non-consolidated companies of the Group were lower in the first nine months of 2002 compared to the first nine months of 2001.  The results of the non-consolidated companies of the Group were adversely affected predominantly by the results of the insurance company “PHOENIX-METROLIFE COMMERCIAL HELLENIC INSURANCE COMPANY SA” which CBG consolidates on the basis of the equity method.  The negative results of “PHOENIX-METROLIFE COMMERCIAL HELLENIC INSURANCE COMPANY SA reflect the deterioration in business conditions in the insurance sector and the non-recurrent expenditures linked to the cost of merger and restructuring of the insurance companies PHOENIX and METROLIFE COMMERCIAL.  
Finally, other operating income in the first nine months of 2002 amounted to Euro 13.9 million showing an increase of 26% compared to the first nine months of 2001.  
As a result of the above developments gross operating income of the Group for the first nine months of 2002 amounted to Euro 551.7 million and was by 15.7% lower compared to the first nine months of 2001.  This decrease, which is due to the results from financial transactions and the results from non-consolidated group companies, occurred despite the increase in the total income from core banking activities.
  It has to be mentioned that gross operating income in the 3rd quarter of 2002 is by 19% higher than the gross operating income in the 2nd quarter of 2002.  

Operating expenses (staff costs and other administrative expenses) of the Group in the first nine months of 2002 were 5% higher compared to the first nine months of 2001 and amounted to Euro 346.5 million compared to Euro 330 million in the first nine months of 2001.  The ratio of operating expenses over average assets of the Group decreased to 2.6% in the first nine months of 2002 from 2.7% in the first nine months of 2001.  

More specifically, staff costs in the first nine months of 2002 were by 3.5% higher than in the first nine months of 2001 and amounted to Euro 258 million.  Other administrative expenses amounted to Euro 88.4 million showing an increase of 9.4% compared to the first nine months of 2001.  This increase is mainly due to the expenses for the upgrade of the Bank´s systems and operations as well as the payments to third parties for the wider distribution of its products.  

Provisions for potential losses from non-performing loans were equal to Euro 59.7 million.  

The Group’s pre-tax profits after minorities in the first nine months of 2002 were Euro 72.7 million from Euro 202.9 million in the first nine months of 2001 showing a decrease of 64.2%.   It should be noted that the Group’s pre-tax profits after minorities were significantly higher, almost three fold, in the third quarter of 2002 compared to the second quarter of 2002.  
2. BANK

BALANCE SHEET

Assets

Total assets of the Bank at the end of the first nine months of 2002 stood at Euro 17.4 billion exhibiting an increase of around 1.8% compared to the first nine months of 2001.  This increase is due to the significant increase in loans the outstanding balances of which at the end of the first nine months of 2002 stood at Euro 9.4 billion and were by 24.4% higher compared to September 2001, by 11.2% higher compared to December 2001 and by 3.5% compared to June 2002.   
The increase in lending is due mainly to the increase in: 

· Mortgages the outstanding balances of which at the end of September 2002 amounted to Euro 1.8 billion having increased by Euro 514.9 million, that is 39%, compared to September 2001.  The outstanding balances of mortgages at the end of September 2002 were by Euro 368.7 million higher than at the end of 2001 and constituted the 19.4% of the Bank’s loan portfolio.  
· The outstanding balances of loans to enterprises in industry, mining and handicraft amounted to Euro 1.8 billion and were by Euro 204 million (that is around 13.2%) higher than at the end of the first nine months of 2001 and by Euro 98 million higher compared to the end of 2001.  Outstanding balances of loans to industry, mining and handicraft at the end of the first nine months of 2002 constituted the 18.6% of the Bank’s loan portfolio.  

· Outstanding balances on consumer loans at the end of the first nine months of 2002 stood at Euro 699.5 million and were by 33% higher than in September 2001 and by around Euro 132.3 million higher (that is 23.3%) compared to December 2001.  Consumer loans at the end of the first nine months of 2002 constituted 7.4% of total outstanding balances compared to 6.9% in September 2001.  
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Outstanding balances of CBG loans to individuals (consumer loans and mortgages) now constitute around 27% of all outstanding loan balances of the Bank compared to 24.3% in September 2001.  

Provisions amounted to Euro 273 million showing an annual increase of 17.7%. 

As a result of the above developments the structure of the Bank’s assets at the end of the first nine months of 2002 has improved; at the end of the first nine months of 2002 the ratio of net loans over total assets was 54.4% compared to 47.6% at the end of 2001 and 44.5% at the end of the first nine months of 2001.  
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LIABILITIES
Amounts due to customers at the end of September 2002 amounted to around Euro 12.7 billion and remained almost constant at the same level as in September 2001.  This development is due to the decrease in Repos which at the end of September 2002 were by around 12% lower than in September 2001.  Deposits, on the other hand, were by 6.5% higher than at the end of September 2001 and by 2.1% higher than in June 2002 and amounted to 9.2 billion euro.  More specifically, there was a significant increase, by around 11.1%, compared to September 2001 in savings deposits.  Savings deposits at the end of September 2002 constituted the 51% of the Bank’s deposits and Repos.  The breakdown of the Bank’s deposits and Repos is presented in Table 1 below.  

Table 1: Breakdown of deposits and Repos of the Bank (%)


Sept. 2002
Dec. 2001
Sept. 2001

Sight
12
12
11

Savings
51
48
46

Time
10
11
12

Repos
27
29
31

Total
100.0
100.0
100.0

The Bank’s own funds at the end of September 2002 were Euro 2.015 billion.  The capital adequacy ratio of the Bank on the 30th of September 2002 was 16.87%.  
RESULTS
Net interest income of the Bank in the first nine months of 2002 was by 11.4% higher than in the first nine months of 2001 and amounted to Euro 346.6 million. 
  The increase in interest income from loans, due to the increased outstanding balances and to the increased share of loans to individuals, contributed significantly to the increase in net interest income.  It should be mentioned that net interest income in the third quarter of 2002 was by 3.7% higher than in the 2nd quarter of 2002.  Due to the significant increase in net interest income, which is considerably higher than the increase in total assets, the net interest margin of the Bank stood at 2.7% at the end of the first nine months of 2002 compared to 2.6% at the end of the first nine months of 2001.  
Net commission income amounted to Euro 93.8 million having increased by 0.2% compared to the first nine months of 2001.  
Income from financial transactions in the first nine months of 2002 amounted to Euro 15.7 million showing a significant decrease compared to the first nine months of 2001.  This development is mainly due to the conditions in the stock market and the decrease of the substantial capital gains on bonds.  

Income from securities in the first nine months of 2002 amounted to around Euro 9.7 million compared to Euro 43.9 million in the corresponding period of last year due to the significant decrease in dividends.  
Finally, other operating income amounted to Euro 11.3 million having increased by 8.8% compared to Euro 10.4 million in the first nine months of 2001.   

As a result of the above developments, gross operating income of the Bank in the first nine months of 2002 amounted to Euro 477 million and was by 23.2% lower compared to the same period in 2001.  This change is due to the decrease in income from financial transactions which exceeded the increase in income from core banking activities (net interest income, net commission income, income from securities and other operating income).  
Operating expenses (staff costs, other administrative expenses and taxes) of the Bank in the first nine months of 2002 were by 2.3% higher compared to the corresponding period in 2001 and amounted to Euro 316.4 million.  The ratio of operating expenses over average assets decreased to 2.4% in the first nine months of 2002 compared to 2.6% in the first nine months of 2001.  

More specifically, staff costs were Euro million 238 million and were 1.2% higher compared to the first nine months of 2001.  
Other administrative expenses were Euro 70.4 million in the first nine months of 2002 showing an increase of 6.2% compared to Euro 66.3 million in the first nine months of 2001.  This increase is mainly due to the expenses for the upgrade of the Bank´s systems and operations as well as the payments to third parties for the wider distribution of its products.  

Provisions for potential losses from non-performing loans amounted to Euro 52.8 million showing an increase of 6% compared to the first nine months of 2001.  

Depreciation of fixed assets in the first nine months of 2002 were Euro 24.4 million compared to Euro 19.9 million showing an increase of 22.6% mainly due to the depreciation for the SIGLO system and the upgrade of the Bank’s technology infrastructure.  
Profits before tax of the Bank in the first nine months of 2002 amounted to Euro 89.6 million showing a decrease of 63.6% compared to the first nine months of 2001.  It has to be mentioned that the profits before tax of the Bank in the 3rd quarter of 2002 were significantly higher, showing an increase of 94%, compared to profits before tax in the 2nd quarter of 2002.  
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� With effect from the 1st quarter of 2002 capital gains from bonds are included in the “Income from financial transactions” item and not in the “Net interest income” item.  The necessary adjustments have been made so that the data for 2001 are comparable to the 2002 data.  


� Income from core banking activities does not include income from financial transactions.


� With effect from the 1st quarter of 2002 capital gains from bonds are included in the “Income from financial transactions” item and not in the “Net interest income” item.  The necessary adjustments have been made so that the data for 2001 are comparable to the 2002 data.  
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