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GROUP RESULTS FOR THE NINE MONTHS ENDED 30/9/2002

· C£29,4mn PROFIT BEFORE TAX

· PROFITABILITY IMPROVEMENT AGAINST 1ST AND 2ND QUARTER 2002

· C£15,3mn PROFIT BEFORE TAX FROM GROUP OPERATIONS IN GREECE

	

	Consolidated Income Statement

	
	

	
	Nine months ended

30 September

	
	2002
	2001

	
	C£‘000
	C£‘000

	
	
	

	Turnover
	443.292
	444.898

	
	
	

	Net interest income
	125.846
	122.868

	
	
	

	Fees, commissions, other income and net income from insurance operations
	67.062
	63.818

	
	
	

	Foreign exchange income
	11.297
	11.028

	
	
	

	Losses on sale, revaluation and impairment of investments
	(6.298)
	(1.655)

	
	
	

	
	
	

	Total income
	197.907
	196.059

	
	
	

	Staff costs and other administrative expenses
	(135.229)
	(120.113)

	
	
	

	Profit before provisions for bad and doubtful debts
	62.678
	75.946

	
	
	

	Provisions for bad and doubtful debts
	(33.289)
	(14.873)

	
	
	

	Profit before tax
	29.389
	61.073

	
	
	

	Tax
	(11.347)
	(19.881)

	
	
	

	Profit after tax
	18.042
	41.192

	
	
	

	Earnings per share for the period

- basic (cents)

(σεντ)
	4,2
	9,5

	
	
	

	- fully diluted (cents)
	4,1
	9,1

	
	
	

	
	
	


The Bank of Cyprus Group (the Group) presents its financial results for the nine months ended 30 September (the nine-month period) 2002, which were reviewed and approved by the Board of Directors of the Bank of Cyprus Ltd (the Bank) at its meeting held on 19 November 2002.

Ι.
SUMMARY OF FINANCIAL RESULTS

Profit before provisions for bad and doubtful debts and before losses on sale, revaluation and impairment of investments for the third quarter of 2002 reached C£27,7mn compared to C£21,4mn for the second quarter of 2002, marking an increase of 29,2%.  This quarter on quarter improvement in profitability is due to the expansion of the Group’s operations, mainly in Greece, and its actions to increase profitability through an improvement in net interest margin, the enrichment of other sources of income and the containment of operating costs.

The Group’s profit before provisions for bad and doubtful debts and before tax for the nine-month period of 2002 amounted to C£62,7mn compared to C£75,9mn in the corresponding 2001 period, recording a 17,5% decrease.  Of these profits, 33,8%, i.e. an amount of C£21,2mn, has been generated by the Group’s operations in Greece, which recorded an increase of 14,6% compared to the 2001 nine-month period.  The improvement in the profitability of the Group’s Greek operations has been achieved in a difficult year for the Greek banking sector and stems from the successful expansion and pricing strategy followed by the Group.

The Group’s profit before tax for the nine-month period reached C£29,4mn recording a 51,9% decrease against the corresponding 2001 period, mainly as a result of the 

	Condensed Consolidated Results by Quarter

	C£ ’000
	3 Q

2002
	Increase %

3Q Vs 2Q
	2 Q
2002
	Increase %

2Q Vs 1Q
	1 Q
2002

	Net interest income
	45.837
	+10,0%
	41.686
	+8,8%
	38.323

	Commission and other income
	27.395
	+2,8%
	26.654
	+9,6%
	24.310

	Staff and other administrative costs
	(45.571)
	-2,9%
	(46.934)
	+9,9%
	(42.724)

	Operating profit before provisions for bad and doubtful debts and before losses from sale, revaluation and impairment of investments
	27.661
	+29,2%
	21.406
	+7,5%
	19.909


large increase in provisions for bad and doubtful debts.  The increased provisions in the nine-month period of 2002 against those of the corresponding 2001 period is, to a large degree, the result of the fact that the largest part of the provisions for 2001 were recorded in the last quarter of the year.  Therefore, the provisions for the whole year of 2002 when compared to the provisions for the whole year of 2001 are not expected, based on current information, to be increased to the degree of the increase in provisions for the nine-month period of 2002.

The profit before tax for the nine-month period of 2002 generated by the Group’s operations in Greece reached C£15,3mn against C£12,4mn in the corresponding 2001 period, recording an increase of 22,6%.
The Group’s profit after tax for the nine-month period amounted to C£18,0mn compared to C£41,2mn for the corresponding period of 2001, recording a 56,2% decrease.  The above-mentioned decline in profits was anticipated given that the nine-month 2002 period carries the full impact of the reduction in interest rates as well as the adverse effects on the global and Cyprus economies.  The corresponding period of 2001 was almost not affected by any of the above adverse factors.
The Group’s results for the nine months ended 30 September 2002 are considered satisfactory, in view of the negative factors mentioned above and the general conditions prevailing in the Cyprus and Greek banking industry, as well as the positive development of the Group’s operations during the period.

The Group’s results for the whole year will depend on the final provisions for bad and doubtful debts and the results from the disposal, revaluation and impairment of securities, the level of which will depend upon the conditions that will prevail at the end of the year.  It is noted that the Revaluation Reserves include a negative balance of C£16,3mn based on prices as at 30 September 2002 (C£13,5mn based on prices as at 19 November 2002), which relate to investments in shares listed on the Cyprus Stock Exchange.
ΙΙ.
FINANCIAL FOOTINGS
The Group’s main Balance Sheet captions have continued to increase during 2002, especially with relation to the Group’s operations in Greece and Australia.
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· Total Assets

The Group’s total assets reached C£7,92bn compared to C£7,68bn at 31 December 2001 and to C£7,31bn at 30 September 2001, marking an annual growth rate of 8,3%.

The Group’s total assets attributed to its operations in Greece increased to C£2,39bn, marking an annual increase of 23,9% or C£461,2mn. 
· Loans and advances

The Group’s total gross loans and advances amounted to C£4,84bn compared to C£4,41bn at 31 December 2001, and C£4,35bn at 30 September 2001 recording an annual increase of 11,4%.  

The Group’s gross loans and advances in Greece reached C£1,50bn, recording an increase of C₤297,4mn since 31 December 2001.  The annual increase amounts to C£280,4mn or 23,0% when compared to 30 September 2001.  

The increase in the Group’s loans and advances in Australia was also significant.  Total loans and advances in the first nine months of 2002 increased by C£40,2mn and reached C£81,6mn.

The share of the Group’s loans and advances relating to its operations abroad increased to 43,8%, up from 40,4% at 31 December 2001.
· Customer Deposits
The Group’s total customer deposits increased to C£6,62bn, up from C£6,28bn at 31 December 2001 and C£5,99bn at 30 September 2001, marking an annual increase of 10,6%.

The Group’s customer deposits in Greece reached C£1,77bn, increasing by C£285,3mn since 31 December 2001.  The Group’s deposits in Greece marked an annual increase of 25,9% or C£364,2mn when compared to 30 September 2001.
The Group’s customer deposits in Australia increased to C£52,0mn, recording an increase of C£20,6mn since 31 December 2001.

The share of the Group’s customer deposits relating to its operations abroad increased to 35,3%, up from 32,0% at 31 December 2001.
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ΙΙΙ.
ANALYSIS OF GROUP PROFITABILITY
Operating profit before provisions for bad and doubtful debts

As stated in the Summary of Financial Results above, the Group’s profit before provisions for bad and doubtful debts for the first nine months of 2002 decreased by 17,5% compared to the corresponding period in 2001.  The Group’s profit before provisions and before the results from disposal, revaluation and impairment of securities recorded a 11,1% decrease.

Profit before provisions for bad and doubtful debts and before losses on sale, revaluation and impairment of investments for the third quarter of 2002 reached C£27,7mn compared to C£21,4mn for the second quarter of 2002, marking an increase of 29,2%.  This quarter on quarter improvement in profitability is due to the expansion of the Group’s operations, mainly in Greece, and its actions to increase profitability through an improvement in net interest margin, the enrichment of other sources of income and the containment of operating costs.

Even though total loans and advances at 30 September 2002 increased by 11,4% against 30 September 2001, net interest income for the 2002 nine-month period amounted to C£125,8mn, recording an increase of only 2,4% compared to the corresponding 2001 period, as a result of the significantly higher interest rates prevailing in the nine-month period of 2001.  The Group’s net interest income for the third quarter of 2002 reached C£45,8mn compared to C£41,7m for the second quarter of 2002, marking an increase of 10,0%, mainly as a result of the improvement in net interest margin.  The net interest income generated by the Group’s Greek operations reached C£40,1mn for the nine-month period of 2002, marking an increase of 28,0% compared to the corresponding 2001 period, and ₤14,9mn for the third quarter of 2002 compared to ₤13,4mn for the second quarter of 2002. 

The net interest margin (as a percentage of average interest bearing assets) recorded a gradual decrease during 2001, from 2,73% in the first half of 2001 to 2,11% in the final quarter of 2001 and with an average net interest margin for the whole year of 2001 of 2,49%.  The net interest margin for the quarter ended 30 September 2002 rose to 2,49% up from 2,31% for the second quarter of 2002 and 2,18% for the first quarter of 2002.  Thus, the annualised net interest margin for the first nine months of 2002 increased to 2,34%, up from 2,24% for the first six months of 2002.  The increase in net interest margin in 2002 was shown in all the geographic areas where the Group has presence.  In Cyprus, the net interest margin increased from 1,76% in the first quarter to 1,83% in the six-month period and 1,90% in the nine-month period.  In 
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Greece, the net interest margin increased from 2,28% in the first quarter to 2,34% in the six-month period and 2,49% in the nine-month period.  Based on the latest available information and the results of the Group’s action plan for increased profitability, it is expected that the net interest margin will also improve in the last quarter of 2002.

The Group’s total fees, commissions, other income and net income from insurance operations for the nine-month period of 2002 increased to C£67,1mn, recording a relatively small increase of 5,1% when compared to the corresponding 2001 period, as a result of the weak economic activity and the small volume of transactions in the stock market.  Total fees, commissions, other income and net income from insurance operations generated by the Group’s Greek operations reached C£14,1mn, recording a 9,3% increase compared to the corresponding 2001 period.

The Group’s losses from the disposal, revaluation and impairment of securities for the nine-month period of 2002 reached C£6,3mn, compared to C₤1,7mn in the corresponding 2001 period, as a result of the continued decline in share prices.  The C₤6,3mn loss includes an amount of C₤2,5mn that has been transferred from the revaluation reserve of equity investments as provisions for impairment.  It is noted that the Revaluation Reserves include a negative balance of C£16,3mn based on prices as at 30 September 2002 (C£13,5mn based on prices as at 19 November 2002), which relate to investments in shares listed on the Cyprus Stock Exchange.

The Group’s total foreign exchange income increased by 2,4% reaching C£11,3mn.

The Group’s total expenses for the 2002 nine-month period increased by 12,6% to C£135,2mn.  The increase is largely due to the Group’s rapid expansion abroad, mainly to Greece.  In the first nine months of 2002, the Group opened 11 new branches in Greece.  Now, the Group’s branch network in Greece consists of 71 branches.  This explains the 26,0% increase in the operating expenses of the Greek operations when compared to the nine-month period of 2001. 
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Provisions for bad and doubtful debts

Provisions for bad and doubtful debts for the 2002 nine-month period amounted to C£33,3mn, compared to C£14,9mn in the corresponding period of 2001, marking an increase of 123,8%.
The provisions for bad and doubtful debts increased significantly during the last quarter of 2001 due to the then prevailing economic slowdown and the continuing decline of the local stock market.  As a result, the provisions for bad and doubtful debts for the nine-month period of 2001 were relatively low when compared to those of the whole of 2001 (C£33,1mn).  The increased provisions in the nine-month period of 2002 against those of the corresponding 2001 period is, to a large degree, the result of the fact that the largest part of the provisions for 2001 were recorded in the last quarter of the year.  Therefore, the provisions for the whole year of 2002 when compared to the provisions for the whole year of 2001 are not expected, at present, to be increased to the degree of the increase in provisions for the nine-month period of 2002.

Profit before tax

As a result of the relatively large increase in the provisions for bad and doubtful debts, the Group profit before tax for the 2002 nine-month period declined by 51,9% and amounted to C£29,4mn, compared to that of the corresponding 2002 period.

The profit before tax generated by the Group’s operations in Greece increased to C£15,3mn, recording a 22,6% increase compared to the nine-month period of 2001.
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The Group’s insurance activities contributed C£4,5mn to profit before tax in the nine-month period of 2002, compared to C£4,8mn in the corresponding 2001 period, recording an increase of 7,1%.  The higher drop in profits generated from banking operations led to the overall increase in the Group’s share of profit attributed to insurance operations to 15,2%, up from 7,9% in the 2001 nine-month period.

IV.
GROUP ACTIVITIES AND PROSPECTS

In Cyprus, the base of its operations, the Group aims at maintaining its leading market position and at continuously increasing its profitability.  Outside Cyprus, the Group continues the rapid expansion of its operations and its financial footings, primarily in Greece and Australia.

Aiming at profitability increase during 2002, the Group has implemented an action plan to contain operating costs, improve efficiency and increase revenue.

As a result of the above-mentioned actions, there has been a gradual improvement in the Group’s profitability within 2002 at the operating level.  The Group’s results for the whole year will depend on the final provisions for bad and doubtful debts and the results from the disposal, revaluation and impairment of securities, the level of which will depend upon the conditions that will prevail at the end of the year.

Nicosia, 19 November 2002

Note:

The Condensed Consolidated Financial Statements for the nine months ended 30 September 2002 are available at the Bank of Cyprus Ltd Registered Office and on the Group’s website, as follows:

Registered Office
51 Stassinos Street, Ayia Paraskevi, Strovolos


P.O. Box 24884, 1398 Nicosia, Cyprus


Telephone: +357 22 842594, Fax: +357 22 378327

Website
www.bankofcyprus.com (Investor Relations)
Founded in 1899, the Bank of Cyprus Group is the leading Cypriot banking and financial services group.    The Group has been expanding rapidly in Greece.  It has an established banking presence in the United Kingdom and in 2001 it expanded to Australia.  Internationally, the Bank of Cyprus Group seeks to serve the expatriate Greek and Cypriot communities.  In addition to retail and commercial banking, the Group’s activities include finance, factoring, investment banking, brokerage, venture capital, fund management, custody, life and general insurance.  The Group currently operates through a total of 275 banking outlets, including 71 in Greece, seven in the United Kingdom, eight in Australia and one in the Channel Islands. Bank of Cyprus also has representation in the United States of America, Canada, South Africa, Russia and Romania.  At 30 September 2002, the Group’s Total Assets reached C£7,9bn (€13,8bn) and the Group’s Shareholders’ Funds were C£535mn (€932mn).  The Bank of Cyprus Group employs 5.485 staff worldwide.  The Bank of Cyprus shares are listed on the Cyprus and Athens Stock Exchanges.  Additional information may be found at www.bankofcyprus.com
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Καθαρό Επιτοκιακό Περιθώριο



Τα καθαρά έσοδα από τόκους είναι περίπου το 65% των εσόδων και συνήθως πέραν του διπλάσιου των κερδών προ φόρων.

 

Η αύξηση του επιτοκιακού περιθωρίου έχει μεγάλη επίδραση στην κερδοφορία  0,1% αύξηση σε ετήσια βάση ισούται με περίπου £7 εκατ. αύξηση σε έσοδα.  Το Συγκρότημα τόσο στην Κύπρο, όσο και στο εξωτερικό έχει προβεί σε αναθεώρηση της τιμολογιακής πολιτικής και σε συνδυασμό με πιο επικερδή επένδυση των διαθεσίμων έχει επιτύχει τη συνεχή καλυτέρευση του περιθωρίου.

 

Όπως φαίνεται στη διαφάνεια, σαν αποτέλεσμα της πτώσης των επιτοκίων το καθαρό επιτοκιακό περιθώριο μειώθηκε σταδιακά από 2,8% το 2000 σε 2,11% το τελευταίο τρίμηνο του 2001.  Τα πρώτα δύο τρίμηνα του 2002 υπάρχει σταδιακή βελτίωση από 2,11% σε 2,18% το πρώτο τρίμηνο και 2,31% το δεύτερο τρίμηνο.  Αναμένουμε ότι η βελτίωση θα συνεχίσει και το υπόλοιπο του έτους.
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