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EMBARGO 08.30 A.M.

PRESS RELEASE

Alpha Bank Group Results for 2002

Profits € 172.5 million - Bank´s dividend € 0.40 per share

Net profit after tax and minority rights in 2002 reached € 172.5 million compared with € 207.7 million last year. These amounts are not comparable due to a goodwill write-off of € 611.3 million from the accounting books in 2002 and the corresponding reduction of goodwill depreciation of € 33.4 million. Last year´s profit therefore should be adjusted upwards so as to reach € 241 million. After the adjustment, the percentage change in profits is -28%.

Similarly net profit before tax and after minority rights reached € 272 million in 2002 compared with adjusted profits of € 377 million last year (-28%).

This reduction is limited to 4% if one takes into consideration the following extraordinary circumstances, which affected the results of 2002:

· € 47.7 million less in profit from financial operations

· € 24.7 million less in extraordinary income

· € 17.8 million more in payments to the Alpha Bank’s Employees´ Pension Fund

All these three factors do not affect the recurring profits of the Bank.  If, therefore, proper adjustments are made, the true picture of organic profitability is deemed satisfactory.

A good evolution of revenues generated primarily from banking operations (net interest income and commissions) throughout 2002, as indicated in the quarterly results, marks the reversal of the declining trend which has continued since 2000, following the disappearance of the favourable conjunctures of profitability such as the Greek economy´s convergence and the rise of the capital market. Taking into account the emphasis given on cost control, this evolution will be strengthened and will be of a more permanent nature.

The Board of Directors has decided to recommend to the General Meeting of Shareholders dividend of € 0.40 per share. 

	ALPHA BANK RESULTS 2002


	
	Group
	Bank

	in € million                                  (pro forma)
	2002
	2001
	2002
	2001

	Net interest income
	731,9
	710,1
	647,5
	628,4

	Fee and commission income
	292,1
	282,6
	232,7
	232,9

	Other income
	243,1
	317,7
	113,6
	207,4

	Operating expenses
	603,6
	570,5
	522,7
	498,3

	Depreciation and Provisions
	383,7
	343,4
	227,7
	191,1

	Net profit before taxes and after minority interests
	272,0
	377,2
	243,6
	379,5

	Net profit after taxes and after minority interests
	172,5
	241,0
	169,1
	276,5


	ALPHA BANK RESULTS 2002 (Quarterly)


	
	Group
	Bank

	in € million          (pro forma)                              
	Q4
	Q3
	Q2
	Q1
	Q4
	Q3
	Q2
	Q1

	Net interest income
	193,9
	190,1
	178,8
	169,1
	172,3
	167,3
	158,3
	149,6

	Fee and commission income
	79,1
	79,0
	69,9
	64,1
	62,5
	62
	56
	52,2

	Other income
	47,3
	78,8
	67,7
	49,3
	23,6
	47,6
	33,0
	9,5

	Operating expenses
	157,9
	148,2
	158,0
	139,5
	138,1
	127,9
	136,8
	119,9

	Depreciation and Provisions
	103,4
	97,7
	91,2
	91,4
	62,4
	60,1
	54,4
	50,8

	Net profit before taxes and after minority interests
	61,7
	101,9
	59,7
	48,8
	57,7
	89,2
	55,8
	40,6

	Net profit after taxes and after minority interests
	33,2
	71,5
	36,3
	31,5
	35,9
	66,3
	38,7
	28,2


The results

· Operating revenue excluding the results of financial operations, increased by 2.5% with net interest income and commission income rising despite unfavourable capital market conditions. 

· Labour costs (staff costs excluding payments to Alpha Bank’s Emlpoyees´ Pension Fund) declined by 0.9% in 2002, especially due to reduction in the Bank’s Personnel by 2.7% (in average).

· Profitability indicators were maintained at satisfactory levels. The Margin (net interest income / average assets) increased to 2.5% in 2002 from 2.4% in 2001 and 1.9% in 2000, marking the quality improvement of the results. The return on equity (ROE) stood at 17.8%.

Assets and liabilities

· Loans increased by 18% in 2002 and reached € 17.3 billion. More than half of our loan portfolio are loans towards small and medium sized enterprises, a fact that strengthens our position in the market.

· Mortgages increased by 101% in 2002, having already risen by 87% in 2001, leading to a market share of 14% from 7% two years ago. Our success derives  from the trust of our clientele, the quality of our services and the transparency in transactions.   

· Consumer loans also increased by 25% in 2002. From this year we give great emphasis on further increasing our share in the consumer loans and cards sectors, developing new relationships with department stores and other big firms, which promote interest - free instalments and launching new technologies in the cards sector, in order to have the same success as we had in mortgages.  

· The quality of our loan portfolio remains excellent with non-performing loans (in arrears for more than 3 months) representing just 3% of total loans, a ratio which is the lowest in the Greek market.  Bad loans at the end of 2002 stood at just 0.3% of total loans. This reflects the quality of our loans and the long-standing policy to write off bad loans every year.

· Deposits and repos reached € 23 billion in 2002 having declined by 6.6% due to customer sifting in government bonds and other placements following the taxation of repos in the beginning of the year. It is to be noted that saving deposits rose by 8% in 2002. In total, customer savings exceed €30 billion including mutual funds, bond sales and customer asset under management (private banking and asset management). 

Capital adequacy  

The rapid increase of our financial indicators requires more and more capital.  In this context in 2002 we continued drawing capital through subordinated  loans and for the first time we issued Hybrid Tier II capital. As a result the capital adequacy ratio at the end of 2002, after the payment of the dividend, increased to 9.9% from 8.5% last year (compared to 8% of the minimum regulatory benchmark). The capital adequacy ratio has now reached 10.4% due to the conclusion of a subordinated loan of € 100 million.

Goodwill write-off

The above mentioned write-off of € 611.3 million of the goodwill in the books of the Bank which resulted from the merger with Ionian Bank and correspondingly reduced our equity position, was decided upon making use of the provisions of the law 3091/2002 which allows the netting of goodwill against taxable or non taxable reserves. Thus, the Bank´s profits will no longer be affected by goodwill depreciation and there will be better comparison of our profit position with that of other international and mainly Greek banks in view as well of the introduction of International Accounting Standards as of 2004.

Cost control

In recent years, after the merger with Ionian Bank, we began a new effort to restructure. Until today, 1,630 employees have retired from the Bank, from which 633 with financial incentives. In parallel, 72 Branches have ceased to operate in areas where the operation of many Branches was not profitable, while new Branches have opened in 47 areas where we had no presence.

This intensive effort still continues. An early retirement scheme for 2003 has already been announced and 450 persons are expected to benefit from this programme with a net saving of about € 15-20 million on a yearly basis. Likewise a recruitment freeze has been decided. New personnel requirements will be covered by existing staff which after further education in specialised fields will have better prospects for advancement. In this context we are currently merging Branches in 50 regions and integrating similar operations in Main Office and affiliated companies with a net saving of € 15 million. Finally we are planning to merge within the next three years all the Branch Support Centres into two large Centres by creating specialised sections for each main product and by eliminating the exchange of paperwork. All these actions, as is natural, save space, equipment and in general infrastructure and increase productivity.

Our pricing policy

The Bank has always been first to cut rates in mortgages and in loans in general. Alpha Bank has been instrumental in helping the average Greek family to own their own house. Especially in the last seven years, the Bank has consistently passed on to its clients the benefits resulting from the convergence of the Greek economy and the favourable conditions in the capital markets. We kept our rates and charges at relatively low levels as the Bank was making profit from the bond and the stock markets. Today, the rationalisation of our pricing policy is deemed necessary.

The Bank will not hesitate, as in the past, to cut interest rates when conditions allow it. Under current conditions however, the best choice may be for a fixed rate mortgage. In any case, the recent adjustment of lending interest rates to individuals is well within the market and in many cases our rates remain lower than those of other banks. It should also be noted that the recently announced adjustments do not 

affect the fixed rate loans already granted. Likewise, the interest rate surcharge for mortgages of loan values in excess of the objective value of the property does not apply to existing mortgages. 

Prospects 

Our strategic commitment lies in profitability improvement through on the one hand expansion in higher margin areas (retail banking and small enterprises) and more rational pricing of the Bank’s products and transactions, and on the other hand adoption of cost control measures (early retirement and consolidation of branches and operations).  This strategy, which focuses on the improvement of productivity, is necessary for the return of profitability to higher levels, now that various sources of conjectural revenue increases no longer exist. In this context, the restraint of operational expenses at current levels constitutes a top priority for the Bank. More specifically, our target for 2005 is:

	
	2001
	2002
	2005

	Margin
	2,4%
	2,5% 
	2,9%

	Expenses/Income
	59%
	64%
	55%

	Return on assets
	1,4%
	1,0%
	1,5%

	Return on equity
	27%
	18%
	25%

	Capital adequacy ratio
	8,5%
	10,4%
	>9%


                                                                             Athens, February 21, 2003

	ASSETS and LIABILITIESPRIVATE
*


	PRIVATE

	In EURO million
	

	
	31/12/2002
	31/12/2001
	CHANGE

	Assets
	28.725
	28.982
	-0,9%

	Loans
	17.252
	14.573
	18,4%

	Deposits & Repos
	23.005
	24.640
	-6,6%

	Shareholders´Equity
	988
	947
	4,4%

	Minority Interests
	322
	409
	-21,3%


	PRIVATE
 Results* 

	PRIVATE

	In EURO million
	

	
	2002
	2001
	CHANGE

	Operating income
	1.262,3
	1.280,8
	-1,4%

	Net Interest income
	731,9
	710,1
	3,1%

	Fee and commission income
	292,1
	282,6
	3,4%

	Income from financial operations
	71,7
	119,4
	-39,9

	Other income
	166,6
	168,7
	-1,2%

	Operating Expenses
	811,6
	755,6
	7,4%

	Staff costs
	372,1
	357,3
	4,1%

	of which, payments to Pension Fund
	42,7
	24,9
	71,5%

	General expenses
	231,5
	213,3
	8,5%

	Depreciation and amortisation expenses
	208,0
	185,0
	12,4%

	Provisions
	175,7
	158,4
	10,9%

	Extraordinary items
	4,9
	29,6
	-83,4%

	Net profit before taxes and minority interests
	279,9
	396,4
	-29,4%

	Taxes
	99,5
	136,2
	-26,9%

	Minority interests
	7,9
	19,2
	-58,9%

	Net profit
	172,5
	241,0
	-28,4%

	Operating income (excluding income from financial operations)
	1.190,6
	1.161,4
	2,5%


	PRIVATE
 RATIOS*


	PRIVATE

	2002
	2001

	Net interest income/average assets (MARGIN)
	2,5%
	2,4%

	Return on equity after taxes and minority interests– ROE
	17,8%
	26,4%

	Capital Adequacy Ratio
	9,9%**
	8,5%


*  Pro Forma & on a consolidated basis
** Currently 10,4% following €100 million subordinated debt drawing

	PRIVATE
 Assets and profit before tax of Alpha Bank main subsidiaries, 2002


	PRIVATE
(in million EURO)
	PARTICIPATION
	ASSETS
	PROFIT BEFORE TAX

	
	
	2002
	2001
	2002
	2001

	Alpha Bank Limited
	100,00%
	1.874,1
	1.863,3
	14,8
	15,5

	Alpha Bank London
	100,00%
	629,3
	674,1
	5,1
	4,5

	Αlpha Leasing
	76,48%
	507,7
	445,8
	15,3
	11,9

	Alpha Investment
	38,34%
	301,4
	432,0
	4,4
	20,9

	Alpha Insurance
	74,99%
	350,0
	290,7
	1,1
	3,7

	Alpha Bank Romania
	96,40%
	417,5
	314,9
	6,8
	8,5

	ABC Factors
	100,00%
	330,1
	308,1
	7,7
	4,0

	Alpha Finance
	100,00%
	82,6
	121,1
	0,8
	-3,7

	Alpha Astika Akinita
	52,86%
	62,1
	58,5
	9,1
	7,6

	Alpha Bank A.D. Skopje
	100,00%
	37,0
	41,1
	2,3
	2,0

	Alpha Mutual Funds
	100,00%
	35,3
	40,6
	-1,0
	-2,2

	Alpha Asset Management
	100,00%
	9,9
	8,2
	5,2
	4,0


