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1. Group

Results

The Group’s profit before tax and after minorities in the first semester of 2003 amounted to EUR 56.21 million, up by 31.6% compared to the 1st semester of 2002, and the return on average equity (ROAE) increased to 9.25% from 4.38% in the 1st semester of 2002.  The Group’s net operating income, which does not include extraordinary items, increased by 43.0% and amounted to EUR 57.10 million. 

The increase in profit was mainly due to the significant improvement in core revenues and the improvement in the results of companies consolidated on the basis of the net equity method.  

Core revenues, the sum of net interest income and net fee and commission income, was EUR 372.0 million in the first semester of 2003 compared to EUR 343.1 million in the first semester of 2002, showing an increase of 8.4% while the Gross Operating Income of the Group amounted to EUR 398.4 million having increased by 12.8%.  

Gross Operating Income of the Group

	(EUR million)
	1H 2003
	1H 2002
	% change

	(1) Net interest income
	294.9
	274.7
	7.4

	Interest and similar income
	
	
	

	(+)Interest on fixed-yield securities
	82.4
	133.8
	-38.4

	(+) Other interest and equally ranked revenue
	367.5
	348.5
	5.5

	(-) Interest and similar expenses
	155.0
	207.6
	-25.3

	(2) Net fee and commission income
	77.1
	68.5
	12.6

	(3) Income from shares and participations
	12.8
	15.0
	-14.8

	(4) Results of the non-consolidated companies of the Group
	-0.3
	-11.5
	-

	(5) Income from financial transactions
	5.8
	-2.4
	-

	(6) Other operating income
	8.1
	8.7
	-7.5

	Gross Operating Income
	398.4
	353.1
	12.8


More specifically:

· Net interest income of the Group increased by 7.4% to EUR 295 million from EUR 274.7 in the first semester of 2002.  This increase is due to the increase in the net interest income from loans and deposits and took place despite the decrease, by 38.4%, of the interest income from fixed-yield securities.  The decrease in revenue from fixed-yield securities reflects the decrease in the bond portfolio as well as the decline in bond yields.  The net interest margin of the Group improved substantially to 3.5% from 3.1% in the first semester of 2002.  
· Net fee and commission income in the first semester of 2003 is by 12.6% higher than in the first semester of 2002, and amounted to EUR 77.1 million as against EUR 68.5 million in the first semester of 2002.  The increased fees received from Ermis Mutual Funds Company, a subsidiary of the Group, contributed to the improvement in the net fee and commission income.  

· The revenues from shares and participations amounted to EUR 12.8 million from EUR 15.0 million in the first semester of 2002 due to the decrease in dividends paid.  
· The results of the companies of the Group that are consolidated on the basis of the net equity method improved significantly compared to the first semester of 2002 reflecting the improvement in the results of Phoenix Metrolife Emporiki Greek Insurance Company after the substantial effort for the restructuring of the company.  

· The income from financial transactions was positive, following the improvement in the stock market performance in the 2nd quarter of 2003, and amounted to EUR 5.8 million as against losses of EUR 2.3 million in the first semester of 2002 and against losses of EUR 532 thousand in the 1st quarter of 2003.  

· Other operating income amounted to EUR 8.1 million compared to EUR 8.7 million in the first semester of 2002.  
Regarding expenses we note the following:  
· General Administrative Expenses (Personnel Remuneration and Other Administrative Expenses) in the first semester of 2003 amounted to EUR 233.8 million compared to EUR 220.9 million in the first semester of 2002 having increased by 5.8% compared to the 1st semester of 2002.  This increase in expenses reflects, inter alia, the costs for the operation of new subsidiaries (Investment Bank SA, Commercial Bank Cyprus Ltd, Commercial Real Estate SA) that are currently setting up their support infrastructure.  More specifically, personnel remuneration for the Group increased by 4.9% while other administrative expenses increased by 8.6%.  
The ratio of operating expenses (general administrative expenses and other operating expenses) over gross operating income improved to 59.6% in the first semester of 2003 as against 63.1% in the corresponding period in 2002.  
· Depreciation of fixed assets in the first semester of 2003 was EUR 56.2 million having increased by 9.5% from the first semester of 2002 reflecting expenses for the modernization of the Group.  
· Provisions increased by 16.9% and were EUR 44.3 million as against EUR 37.9 million in the first semester of 2002.  

Assets-Liabilities

The Group’s Assets at the end of the 1st semester of 2003 stood at EUR 16.94 billion at around the level they were at the end of 2002 with the increase in loans balanced by a decrease of the bond portfolio.  It has to be noted here, that at the end of the first semester of 2003 the outstanding balances on loans of the Group were by around 21% higher compared to the first semester of 2002.  Despite this increase there has been a significant improvement in the quality of the Group’s loan book with loans in arrears
 net of provisions representing 1.7% of the total loan portfolio compared to 2.6% at the end of the first semester of 2002.  

The Own Funds of the Group, with the addition of this semester’s results, stood at EUR 1,266.3 million and the Tier-1 capital adequacy ratio of the Group is estimated at around 10.8%.  It has to be noted, that the value of own shares of around EUR 90 million are not included in the Group’s own funds.  It is also noted that the Bank has not made use of provisions of Law 3091/2002, which permits the re-evaluation of own-used property.

2. Bank
Results
The Bank’s pre-tax profits for H1 2003 amounted to EUR 52.85 million compared to EUR 54.17 in H1 2002, a decrease of 2.4%.  The Bank’s net operating income, however, which does not include extraordinary items increased by 6.6% in H1 2003 compared to H1 2002.  
This increase in net operating income reflects the substantial improvement in the core profitability of the Bank.  
Revenues from core operating activities, the sum of net interest income and net fee and commission income, in H1 2003 amounted to EUR 314.4 million and were by 6.6% higher compared to H1 2002.  Gross operating income in H1 2003 was EUR 327.3 million in the first semester of 2003 as against EUR 305.6 million in the first semester of 2002 showing an increase of 7.1%.  

More specifically: 

· Net interest income in the first semester of 2003 amounted to EUR 244.2 million, up 5.3% compared to the respective period in the first semester of 2002.  The increase in net interest income occurred despite the decline in the income from fixed-yield securities due to the decrease in the bond portfolio and the decline in bond yields.  The improvement in net interest income reflects the increasing presence of the Bank in retail banking (individuals and small and medium size enterprises).  More specifically, interest income from loans in the first semester of 2003 was by 12.6% higher than in the first semester of 2002.  The net interest margin of the Bank increased to 3.0% in the first semester of 2003 from 2.7% in the first semester of 2002.  

· Net fee and commission income amounted to EUR 70.2 million in the first half of 2003 from EUR 63 million in the first half of 2002 an increase of 11.4%.  

· Income from securities in the first semester of 2003 amounted to EUR 2.5 million having decreased from EUR 6.6 million in the first semester of 2002 due to the decrease in paid dividends.  
· Income from financial transactions amounted to EUR 3.8 million as against losses of EUR 4.0 million in the first semester of 2002 reflecting the improvement in stock market performance in the 2nd quarter of 2003.  Income from financial transactions was adversely affected in the 1st semester of 2003 from the cost of hedging, against market risks, of the Bank’s bond portfolio.  

· Other operating income of the Bank amounted to EUR 6.5 million in the first semester of 2003 as against EUR 8.1 million in the first semester of 2002.  
Gross operating income of Emporiki Bank

	(EUR million)
	1H 2003
	1H 2002
	% change

	Net interest income
	244.2
	231.9
	5.3

	Net fee and commission income
	70.2
	63.0
	11.4

	Income from securities
	2.5
	6.6
	-61.1

	Income from financial transactions
	3.8
	-4.0
	-

	Other operating income
	6.5
	8.1
	-20.0

	Gross operating income
	327.3
	305.6
	7.1


Regarding the Bank’s expenses we note the following:

· General Administrative Expenses (Personnel Remuneration, General Expenses and Taxes) of the Bank in the 1st semester of 2003 amounted to EUR 212.7 million having increased by 5.0% from the corresponding period in 2002.  The ratio of General Administrative Expenses over Gross Operating Income decreased to 65.0% in the first semester of 2003 from 66.3% in the first semester of 2002.  

More specifically, Personnel Remuneration amounted to EUR 160.1 million having increased by 4.5% compared to the first semester of 2002.  
In the first semester of 2003, General Expenses and Taxes were EUR 52.7 million compared to EUR 49.4 million in the first semester of 2002 showing an increase of 6.5%.  This increase in general expenses reflects payments to third parties, as part of the modernization of the Bank, as well as a base effect from differences in the timing of expenses in 2003 compared to 2002. 

General expenses of Emporiki Bank 

	EUR million
	1H 2003
	1H 2002
	% change

	Personnel remuneration
	160.1
	153.1
	4.5

	Other administrative expenses (General expenses and taxes)
	52.7
	49.4
	6.5

	General administrative expenses
	212.7
	202.5
	5.0


· Depreciation of fixed assets in H1 2003 amounted to EUR 19.0 million having increased by 17.2% compared to H1 2002 due to the expenses for the modernization of the Bank.  
· Provisions amounted to EUR 42.1 million compared to EUR 36.7 million in H1 2002.  
Assets
The Bank’s Total Assets at the end of H1 2003 stood at EUR 16.5 billion ie at the same level as at the end of 2002.  

At the end of H1 2003 net loans and advances to customers were around 66% of the Bank’s assets compared to 54% at the end of H1 2002 and 60% at the end of 2002.  This development reflects the emphasis of the Bank in core banking activities that generate recurrent profits.  Τhe bond portfolio of the Bank at the end of H1 2003 stood at EUR 2.9 billion from EUR 4.2 billion at the end of H1 2002, reflecting the policy of the Bank to gradually reduce its bond portfolio.  

The outstanding balances on loans at the end of H1 2003 amounted to over EUR 11 billion and were by 21.2% higher from the end of H1 2002 and by 11.1% higher than at the end of 2002.  Despite this credit expansion the quality of the Bank’s loan portfolio has improved.  More specifically, loans in arrears
, net of the Bank’s provisions, represent 1.6% of the total loan portfolio at the end of June 2003 compared to 2.8% at the end of June 2002. 

The increase in the outstanding balances on loans is mainly due to: 

· Mortgages the outstanding balances of which at the end of June 2003 amounted to EUR 2.26 billion compared to EUR 1.71 billion (an increase of 32.1%) in June 2002 and compared to EUR 2.01 billion in December 2002 (an increase of 12.3%).  At the end of June 2003, mortgages constituted the 20.5% of the Bank’s loan portfolio compared to 18.8% at the end of June 2002.  It is estimated that the Bank’s outstanding balances on mortgages have been increasing at a higher rate than for the banking sector as a whole, thus increasing Emporiki’s share in this market.  

· Consumer loans, the outstanding balances on which at the end of H1 2003 amounted to EUR 809.0 million, and were by 20.4% higher compared to H1 2002 and by 7.2% higher compared to the end of 2002.  Consumer loans at the end of H1 2003 constituted 7.3% of the Bank’s total loan portfolio.  
· The outstanding balances of loans to enterprises in industry, mining and handicraft which at the end of H1 2003 stood at EUR 2.04 billion having increased by EUR 351.0 million (an increase of 20.8%) compared to the end of H1 2002 and by EUR 189 million (an increase of 10.2%) against the end of 2002.  At the end of H1 2003 loans to these sectors constituted the 18.5% of the total loan portfolio of Emporiki Bank.  
Outstanding loan balances of the Bank

	EUR million
	1H 2003
	1H 2002
	% change

	1.  Mortgages
	2,263.5
	1,713.9
	32.1

	2.  Consumer loans
	809.0
	672.1
	20.4

	3.  Business sector 
	7,540.1
	6,208.3
	21.5

	          -of which to SMEs
	3,843.8
	3,110.2
	23.6

	4.  Public entities
	425.8
	516.4
	-17.5

	Total loans (1+2+3+4)
	11,038.4
	9,110.7
	21.2


At the end of H1 2002 loans to individuals (housing and consumer credit) constituted around 28.0% of total outstanding loan balances compared to 26.2% at the end of June 2002.  
Credit expansion to small and medium-sized enterprises (SMEs) was also significant.  At the end of H1 2003 outstanding balances of loans to small and medium-sized enterprises were by 23.6% higher than at the end of H1 2002 and constituted the 34.8% of the total loan portfolio of the Bank.  The introduction of new products and a significant number of new clients contributed to this increase.  
Thus, the presence of Emporiki Bank in the area of retail banking (individuals and small and medium-sized enterprises) has increased markedly.  The outstanding loan balances in this area at the end of H1 2003 constituted the 62.7% of the total loan portfolio as against 60.3% at the end of H1 2002.  
Provisions amounted to EUR 304.7 million showing an increase of around 16%.  

Liabilities
The Bank’s deposits at the end of H1 2003 stood at EUR 10.1 billion and were by 12.6% higher compared to the end of H1 2002 and by 6.7% higher compared to the end of 2002.  The increase in deposits is the result of co-ordinated efforts of the branch network and the Emporiki Bank Group through the introduction of new products and the increased customer focus.  

The Bank’s Repos at the end of H1 2003 amounted to around EUR 2.5 billion having decreased by 23.7% as against the corresponding period in 2002 reflecting the decrease in the Bank’s bond portfolio.  

The Bank’s Own Funds, with the addition of the 1st semester 2003 results, stood at EUR 1,308.1 million and the Tier-1 capital adequacy ratio at the end of June 2003 is estimated at 10.8%.  It has to be noted, that the value of own shares of around EUR 90 million are not included in the Bank’s own funds.  It is also noted that the Bank has not made use of provisions of Law 3091/2002, which permits the re-evaluation of own-used property.
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� Loans in arrears are defined as the consumer loans, credit cards, personal loans and Telebank Credit in delay of over 3 months, and all the other loans in delay of over 6 months. 
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