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2003
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2002

Profitability

ROavA*0.85%0.73%

ROavE**16.1%12.9%

Liquidity

Net Loans / Assets62.5%54.9%

Net Loans / Deposits,repos&bonds87.6%78.8%

Asset quality

NPLs / Gross Loans4.00%4.60%

Loan loss reserves / NPLs89.0%82.7%

Efficiency

Net interest margin (NIM)2.46%2.38%

Cost / Income

60.4%66.5%

Net commissions / avg assets

0.68%0.61%

Productivity 

Loans / branch (mn euro)38.734.6

(*) After-tax profit

(**)After-tax profit attributable to shareholders
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June 

2003

June 

2002

Cash and Balances with BoG693431

Loans to Credit Institutions372366

Loans9,7128,163

Minus provisions-343-313

Loans (net)9,3697,849

Bonds2,8993,860

Shares479507

Participations537295

Net Fixed Assets194277

Land - Buildings of Industrial Estates 0125

Other Assets325586

Assets14,99314,296

Obligations to Credit Institutions2,4542,322

Deposits & ETBAbank's bonds8,7007,634

Customers' repos1,9892,330

Other Liabilities522477

Shareholders' funds *540686

Minority interests in equity

702771

Total equity1,2421,457

Profit for the period (Q1 results) 8676

Liabilities & Equity14,99314,296

Branches251236

Staff4,8034,750

(*) deducting treasury stock

Piraeus Bank Group


Pre-tax profit of Piraeus Bank Group in H1 2003 reached € 85.8 mn against € 75.7 mn in H1 2002, an increase of 13.3%, while after-tax profit of Piraeus Bank Group amounted to € 63.3 mn versus € 53.0 mn in H1 2002, an increase of 19.5%. Pre-tax profit attributable to Piraeus Bank’s shareholders came in at  € 63.4 mn in H1 2003 against € 58.7 mn a year ago, an increase of 8.0%. After-tax profit attributable to Piraeus Bank’s shareholders amounted to € 46.1 mn compared to € 40.7 mn in H1 2002, representing an increase of 13.3%. EPS after tax attributable to Piraeus Bank’s shareholders was € 0.276 compared to € 0.244 of the previous year. It should be noted that after-tax profit attributable to Piraeus Bank’s shareholders has presented a positive annual growth for fifth consecutive quarter.

Compared to Q1 2003, pre-tax profit of Q2 2003 attributable to Piraeus Bank’s shareholders rose by 26.8%. In comparison to the 2nd quarter of 2002, pre-tax profit of Q2 2003 attributable to Piraeus Bank’s shareholders increased by 14.5%.

The profitability of the Piraeus Bank Group improved in the first half of 2003 mainly due to the increase of net revenues by 14.5% on an annual basis, while operating expenses grew by a much lower pace (+4.1%). Compared to the 2nd quarter of 2002, net revenues increased by 12.9%, while operating expenses remained stable. 

The highlights of the H1 2003 results for Piraeus Bank Group are the following:

· Increase of EPS after tax by 13.3%

· Improvement of cost to income ratio to 60.4%, vs 66.5% in H1 ‘02

· Further enhancement of net interest margin (NIM) by 8 basis points to 2.46%

· Rise of net commission income by 14.9%

· Increase of the loan portfolio by 19.0% and the simultaneous  improvement of its mix

· Increase of deposits, excluding repos, and bonds issued (ETBAbank), by 14.0%, while taking into account repos the growth is 7.3%

· [image: image3.emf]Breakdown of net Revenues

5.4%

11.6%
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Other operat. income

Income from securit.

Results on financial operations

Net commis. income 

Net interest income

81.1%

The maintenance of a high capital adequacy ratio (10.87% estimate). The fact that the Group’s Equity is only core capital (Tier I) leaves plenty of room for expansion of activities.

Group Balance Sheet 

At the end of June 2003, gross loans exhibited an increase of 19.0% and amounted to € 9,712 mn from € 8,163 mn at the end of June 2002. As a result of this significant expansion, gross loans increased their participation in total assets to 62.5% (from 54.9% last year) at the expense mainly of bonds (19.3% from 27.0% last year). Thus, the policy of gradual enhancement of the most profitable assets of the balance sheet is followed consistently.

The main characteristics of the loan portfolio of Piraeus Bank Group are its high diversification in the various sectors of the economy and its focus on the high yield segments of the market. At the end of June 2003, loans to individuals (mortgage and consumer credit) accounted for 28.5% of the total loan portfolio of the Group, with mortgage loans expanding at a fast pace of 50.3%. Loans to medium and large enterprises and shipping accounted for 36.7% of the total loan portfolio, while loans to small and medium-sized enterprises (SMEs) for 34.8%. The Group’s non-performing loans presented substantial improvement to 4.0% versus 4.6% a year ago (approx. 50% of which are attributable to ETBAbank). Loan loss reserves correspond to 89.0% of non-performing loans, which is the highest coverage ratio in the Greek banking market, increased from 82.7% at the end of June 2002. It is worth noting that loan loss reserves fully cover impaired loans, as well as the required provisions of the Bank of Greece (BoG Governor’s Act No. 2513/2003).

Customer deposits including repos and debt securities issued (ETBAbank) reached € 10,689 mn compared to € 9,964 mn at the end of June 2002, an increase of 7.3%, representing 71.3% of total assets (69.7% last year). In particular, customer deposits and bonds excluding repos were € 8,700 mn against € 7,634 mn a year earlier, an increase of 14.0%, while repos during the same period declined by 14.6%.

Total equity amounted to € 1,242 mn (after deducting treasury stock and marking to market the securities’ portfolio) against € 1,239 mn at the end of March 2003. It should be noted that capital reserves of € 22.4 mn were not included in the equity capital of June 2003 because they were transferred to the new entity “ETBA Industrial Estates SA” following the detachment of this activity from ETBAbank. This new company has not been consolidated due to the fact that it does not belong to the financial sector. In addition, total equity does not incorporate the profit for the period. 
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Analysis of the Group’s results

Total net revenues amounted to € 287.6 mn compared to € 251.2 mn in H1 2002, increased by 14.5%. It is worth noting that net interest income and commissions constitute 81.1% of total net revenues.

Net interest income increased by 5.8% amounting to € 182.8 mn as opposed to € 172.8 mn in the first half of 2002. Net interest margin (net interest income on average assets) improved to 2.46% against 2.38% in H1 2002, despite the sharp decline in interest income from bonds. The maturity and the expansion of the branch network is expected to lead to the additional increase in loans and the increase of the low cost deposits, thus boosting further NIM in the near future.

Net commission income came in at € 50.5 mn, increased by 14.9% on an annual basis and 17.0% on a quarterly basis. This growth is mainly attributed to the enhancement of net commission revenues from loan activities and the partial recovery of investment banking revenues in the second quarter of the year. Thus, net commission revenues from commercial banking activities stood at € 37.5 mn against € 28.5 mn in H1 2002, an increase of 31.9%. Net commissions related to investment banking activities came in at € 8.3 mn in H1 2003 versus € 10.0 mn a year earlier. Net revenues from asset management activities reached 4.7 mn compared to € 5.5 mn in H1 2002. It is pointed out, that in comparison to the first quarter of 2003, net commissions in all these major categories are substantially improved.

Results on financial operations reached € 33.4 mn, against € 9.8 mn in H1 2002. This improvement is attributed to the increase in trading grains of ETBAbank by € 17.1 mn and the two closed-end fund companies of the Group by € 6.3 mn. Specifically, profit from stocks trading in H1 2003 reached € 9.8 mn, profit from bonds amounted to € 17.5 mn, while the foreign exchange transactions resulted in a profit of € 6.1 mn. It should be noted that the significant decline of interest rates in the first half of the year, contributed to a large extent to the realisation of the profit on bond trading, thus leading to the partial offset of the reduction of interest income on fixed-income securities.
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Operating cost (personnel cost, administrative and other expenses plus depreciation) presents a gradual containment with a fall of the annual growth rate to 4.1% in H1 2003, which is due to the moderation of personnel and depreciation expenses. Thus, operating cost amounted to € 173.8 mn against € 167.0 mn in H1 2002. On a quarterly basis, operating cost of Q2 2003 is at the same level with the per-quarter average of 2002.

Staff expenses remained essentially unchanged compared to the first half of 2002 (€ 81.5 mn, against € 81.3 mn a year ago), while compared to the per-quarter average of 2002 (€ 42.0 mn) personnel expenses of Q2 2003 declined by 0.7%. The containment in staff expenses is partially due to implementation of the Voluntary Retirement Schemes in Piraeus Bank in 2002 and in ETBAbank in 2003. It is pointed out that the branch network reached 251 units at the end of June 2003, exhibiting an annual growth of 6.4%, while the number of personnel increased by only 1.1% in the same period (mainly from branch network abroad).

General administrative expenses came in at € 63.8 mn versus € 56.6 mn in the respective period of 2002 (an increase of 12.9%), while compared to the per-quarter average of 2002 (€ 32.3 mn) administrative expenses of Q2 2003 are enhanced by 6.7%. This rise is mainly attributable to the expenses related to the promotion of products, and the expansion of the branch network (24 new branches by the mid of August 2003 compared to June 2002). 

The depreciation expense was € 25.6 mn, against € 27.6 mn in H1 2002, presenting a reduction of 7.3%, due to the fact that the large technological investments which took place in the period 1999-2000 (merger of the 3 Banks: Piraeus, Xios and Macedonia-Thrace) have been depreciated to a large extent. 

The efficiency ratio “cost to income” improved considerably to 60.4% from 66.5% a year ago. Total operating cost at year-end is expected to remain close to the 2002 result, despite the extensive expansion of the banking activities and the enlargement of the branch network both in Greece and abroad (approx. 35 new branches). 

[image: image6.emf]EPS after tax

€ 0.24

€ 0.28

H1 '03H1 '02

+13.3%

Pre-provision profit amounted to € 113.8 mn compared to € 84.2 mn in H1 2002, increased by 35.2%.

Provisions were € 36.9 mn in H1 2003 against € 29.0 mn in first half of 2002 (an increase of 27.5%).

Extra-ordinary revenues-expenses and results were € 9.0 mn, against € 20.5 mn in H1 2002, improving further the quality of the results.

ROE increased to 22.1% before tax (up from 18.6% in H1 2002) and 16.1% after tax (up from 12.9% in H1 2002). ROA also increased to 1.15% before tax (up from 1.04% in H1 2002) and 0.85% after tax (up from 0.73% in H1 2002).

Piraeus Bank’s share data

In the last twelve-months, the price of Piraeus Bank’s share fluctuated between € 8.88 (max.) and € 4.72 (min.), while at closing on Wednesday August 20st, 2003 it stood at € 8.74. Piraeus Bank’s share has outperformed the ASE General Index as well as the Banking Index, when a positive trend in the Group’s profitability was announced in August 2002. Since then, the ASE General Index has increased by 5.1%, the Banking Index has advanced by 13.4%, while Piraeus Bank’s share price has increased by 28.9%.

The liquidity of the stock is particularly high in ASE, with a percentage of 21.7% (June ’02 - June ’03) compared to 14.0% of the banking index respectively. Piraeus Bank had a total market capitalisation of € 1,461 mn on Wednesday August 20st, 2003, ranked 13th in ASE. Should the MSCI methodology for free-float adjustment be used, this ranking may be further improved to the 8th position.

At the end of June 2003, the shareholders of Piraeus Bank were 129,500, while following the completion of the merger with ETBAbank (expected completion before the year-end), this number will increase to approximately 275,000.

























































































































































































































































































































































































































































































































Piraeus Bank’s share is included, apart from the ASE General Index, in a series of other indices, such as FTSE / ASE – 20, Standard MSCI Greece (3,95% index weight), MSCI EAFE, MSCI Small Cap, DJ Euro Stoxx, DJ Euro Stoxx Banks and DJ Euro Stoxx Economic Sector Financial.














Athens, 21 August 2003








13.3% INCREASE IN NET PROFIT IN H1 2003
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H1 2003H1 2002

Net interest income182.8172.8

Net commission income50.544.0

Revenues from securities15.516.1

Results on financial operations33.49.8

Other operating income5.48.6

Net Revenues287.6251.2

Staff expenses81.581.3

General administrative expenses63.856.6

Other operating expenses2.91.6

Depreciation25.627.6

Profit before provisions113.884.2

Provisions36.929.0

Extra-ordinary results9.020.5

Profit BT & MI

85.875.7

Minority Interests

22.417.1

Profit BT attributable to 

Shareholders

63.458.7

Tax (estimate)

22.522.7

Profit AT & BMI

63.353.0

Minority Interests

17.212.3

Profit AT attributable to 

Shareholders

46.140.7
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