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Pre-tax profit of Piraeus Bank Group in 2003 reached € 165.0 mn against € 115.1 mn in 2002, an increase of 43.4%, while after-tax profit of the Group amounted to € 123.7 mn versus € 80.8 mn in 2002, an increase of 53.0%. Pre-tax profit attributable to Piraeus Bank’s shareholders reached € 137.8 mn in 2003 against € 90.3 mn a year ago, an increase of 52.6%. 

After-tax profit attributable to Piraeus Bank’s shareholders amounted to € 101.5 mn in 2003 compared to € 66.2 mn in 2002, representing a growth of 53.3%. EPS, according to year-end number of shares (197,578,101) was € 0.514 in 2003. 

The highlights of the 2003 results for Piraeus Bank Group, compared to the previous year, are as follows:

· Enhancement of net interest margin-NIM (on avg interest earning assets) to 2.88% versus 2.61% 

· Increase of net revenues by 15.2%, while operating expenses grew just by 4.7% 

· Significant improvement of “cost to income” ratio to 63.1% versus 69.4% in 2002

· Improvement of the Group’s core profitability, excluding financial operations and extra-ordinary results, by 75.8%   

· Expansion of the loan portfolio by 17.6%

· Increase of customer deposits and ETBA bonds issued (excluding repos) by 16.2%, while taking into account repos the growth is 0.6%

· Improvement of after-tax ROE to 12.5% against 11.1% last year 

· Enhancement of after-tax ROA to 0.84% compared to 0.55% a year ago

· The maintenance of a high capital adequacy ratio (over 11.0% estimate). The Group’s Equity is only core capital (Tier I)

The Board of Directors decided to propose to the Annual General Meeting of the Shareholders a dividend of € 0.30 per share against € 0.25 per share in 2002, i.e. increased by 20%, resulting in a dividend yield of 4.4%, as compared to the stock’s average price during 2003.
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Group’s Balance Sheet 

At the end of 2003, gross loans exhibited a rise of 17.6% and amounted to € 10,681 mn from € 9,083 mn at the end of 2002. As a result of this significant expansion, gross loans increased their participation in total assets to 69.8% (from 59.5% last year) at the expense mainly of bonds, which decreased by € 1,633 mn and amounted to € 1,975 mn, participating in total assets by 13.4% versus 24.5% 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 2003, loans to individuals (consumer - mortgage credit) accounted for 29.0% of the total loan portfolio of the Group, with mortgage loans expanding at a pace of 23.5% and consumer loans of 12.0%. Loans to medium and large enterprises and shipping accounted for 35.8% of the total loan portfolio, expanded by 14.5%, while loans to small and medium-sized enterprises (SMEs) for 35.2%, grown by 21.3%. At the same time, the asset quality was improved further, as the Group’s non-performing loans stand at 3.98% versus 4.23% a year ago. Approximately 45% of them are attributable to ex-ETBAbank (covered, however, with high loan loss reserves and collateral securities) and, if excluded, non-performing loans would drop to about 2.5%. Loan loss reserves correspond to 94.8% of non-performing loans, which is the highest coverage ratio in the Greek banking market, up from 84.6% at the end of 2002. It should also be stressed that the loan loss reserves formed overbalance total doubtful loans, as well as the reserves required by Bank of Greece (according to 2513/2003 Governor’s Act).  

Customer deposits and ETBA bonds issued reached € 9,145 mn compared to € 7,873 mn at the end of 2002, an increase of 16.2%, with growth rates of 10.5% in savings deposits, 11.7% in sight deposits and 17.1% in time deposits. Customer repos amounted to € 1,249 mn against € 2,463 mn a year earlier, a decline of 49.3%, in line with the Group’s strategy for decreasing the bond portfolio. It is reminded that Piraeus Bank Group has issued a Euro Commercial Paper program, which allows funding (liquidity enhancement) of up to € 1,500 mn. At year-end 2003 the amount withdrawn, through this program, reached € 223 mn. 
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Cash and Balances with BoG786593

Loans to Credit Institutions220253

Loans10.6819.083

Minus provisions-403-325

Net Loans10.2788.758

Bonds1.9753.608

Shares (closed-end fund)308214

Shares225241

Participations *464340

Net Fixed Assets194264

Land - Buildings of Industrial Estates *

0116

Other Assets285338

Assets14.73514.725

Obligations to Credit Institutions2.2832.403

Deposits & ETBA bonds issued9.1457.873

Customer repos1.2492.463

Euro Commercial Paper223

Other Liabilities493651

Shareholders' funds1.016609

Minority interests in equity

326726

Total equity1.3421.335

Liabilities & Equity14.73514.725

Branches257241

Staff4.8964.743

Piraeus Bank Group

(*) The increase of participations is due to the disposal of the 

Industrial Areas from ETBAbank, and the establishment of a new 

entity "ΕΤΒΑ Industrial Estates SA", in which participation is 117 mn 

euro 


Total equity at the end of 2003 amounted to € 1,342 mn, after marking to market the securities’ portfolio, against € 1,335 mn at the end of 2002. It is pointed out that the proceeds resulted from the placement of treasury stock (approximately € 11.8 mn) was not included in the 2003 results, but it directly strengthened the Group’s equity. The shareholders’ funds at the end of 2003 amounted to € 1,016 mn as opposed to € 609 mn a year earlier.

Analysis of the Group’s Results

Total net revenues in 2003 amounted to € 595.2 mn compared to € 516.8 mn in 2002, enhanced by 15.2%. It should be noted that net interest income and commissions constitute 84.2% of the Group’s total net revenues.

Net interest income rose by 10.2% amounting to € 391.2 mn as opposed to € 355.1 mn in 2002. Net interest margin (net interest income on average interest earning assets) improved to 2.88% against 2.61% in 2002. The maturity and the expansion of the branch network lead to the increase in loans and in low cost deposits, resulting in the continuous improvement of NIM. 

Net commission income came in at € 110.1 mn, compared to € 88.9 mn in 2002, an increase of 23.7%. This growth is mainly attributed to the enhancement of net commission revenues from loan activities. Thus, net commission revenues from commercial banking activities stood at € 79.6 mn in 2003 against € 60.6 mn last year, presenting a growth of 31.5%. Net commissions related to investment banking activities came in at € 21.1 mn in 2003 versus € 17.1 mn a year earlier, an increase of 23.0%. Net revenues from asset management activities amounted to € 9.3 mn versus € 11.2 mn in 2002 (a decline of 16.8% mainly due to the fact of consolidating ING Piraeus Asset Management under the net equity method in 2003 financial statements).

Results on financial operations reached € 57.6 mn against € 32.2 mn in 2002. The improvement of € 25.4 mn is mainly due to the increased results of the closed-end fund company of the Group, which improved its respective results by € 29.8 mn. Specifically, the Group’s profit from stocks trading in 2003 reached € 31.5 mn (€ 10.9 mn of which involve minority shareholders’ interests of Hellenic Investment SA) against loss of € 10.2 mn in 2002 (€ 9.9 mn of which involved minority shareholders’ interests of Hellenic Investment SA). Profit from bonds amounted to € 16.2 mn (versus last year’s € 36.6 mn), while the foreign exchange transactions resulted in a profit of € 9.9 mn (against last year’s € 5.8 mn). 
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Other operating income, which includes revenues from indirect banking activities (financial analysis providing, transfer of expenses, rentals), amounted to € 16.5 mn against € 11.7 mn the previous year, increased by 41.5%. It is pointed out that last year’s respective figure included a € 10.1 mn revenue, stemming from the Industrial Areas business unit. In 2003 this unit was detached and “ETBA Industrial Areas SA” was established, which however is not consolidated due to the fact it does not belong to the financial sector.  

Operating cost (personnel cost, administrative and other expenses plus depreciation) amounted to € 375.6 mn versus € 358.9 mn in 2002, increased by 4.7%. It should be noted that compared to the respective amount of 2001 (including ex-ETBAbank), operating cost has remained almost stable, as a result of the cost containment policy and despite the significant expansion of the branch network and the range of activities during 2002 - 2003.     

Staff expenses was up 3.3% compared to 2002 (€ 173.5 mn against € 168.0 mn a year ago), presenting a growth rate almost similar to the staff increase (3.2%), but significantly lower than the expansion pace of branch network, which increased by 6.6%. The containment in staff expenses is partially due to implementation of the Voluntary Retirement Schemes in Piraeus Bank in 2002. It is worth noting that the branch network reached 257 units at the end of 2003 against 241 units in 2002, an increase mainly focused on the greater Athens area. The number of personnel was 4,896 versus 4,743 last year, mainly due to the branch network expansion abroad and outside the Athens area.

General administrative expenses and other expenses equalled to € 152.0 mn in 2003 versus € 134.9 mn in 2002, an increase of 12.7%. The rise in general administrative expenses is mainly attributable to the expenses related to the promotion of products and the expansion of the branch network. 

[image: image7.emf]Net Profit

66.2

101.5

50

70

90

110

12m '0312m '02

(mn euro)

+53.3%


[image: image8.emf](€ mn)

12m 200312m 2002

Net interest income391.2355.1

Net commission income110.188.9

Revenues from securities19.818.7

Results on financial operations57.632.2

Other operating income16.511.7

Industrial Areas operating income  10.1

Net Revenues595.2516.8

Staff expenses173.5168.0

General admin.& other expenses152.0134.9

Depreciation50.055.9

Profit before provisions219.6157.9

Provisions68.572.5

Extra-ordinary results14.029.7

Profit BT & MI

165.0115.1

Minority Interests27.324.8

Profit BT attributable to 

Shareholders

137.890.3

Tax

33.634.3

Special tax provision7.7

Profit AT & BMI

123.780.8

Minority Interests22.214.6

Profit AT attributable to 

Shareholders

101.566.2

The depreciation expense was € 50.0 mn against € 55.9 mn in 2002, presenting a reduction of 10.6%, due to the fact that large technological investments which took place in the period 1999-2000 (merger of the 3 Banks: Piraeus, Macedonia-Thrace and Xios) have been depreciated to a large extent. 

The “cost to income” ratio improved by 630 bps down to 63.1% from 69.4% in 2002, towards the Groups’ medium-term goal for a ratio lower that 55%.  

Pre-provision profit amounted to € 219.6 mn compared to € 157.9 mn a year earlier, increased by 39.0%. The “pre-provision profit to average assets” ratio had a considerable improvement and stood at 1.49% against 1.07% the previous year.

The provision expense was € 68.5mn in 2003 against € 72.5 mn a year ago (a decrease of 5.6%). It should be stressed that during the last quarter of 2002 special provisions of € 11.6 mn were made up by ex-ETBAbank. If excluded, provisions in 2003 increased by 12.4%.

Extra-ordinary revenues-expenses and results were € 14.0 mn against € 29.7 mn in 2002. It is noted that, according to IFRS, this should appear as “other operating income-expenses” and be included in net revenues. If so, this would result in a further improved “cost to income” ratio.

ROE (return on equity) increased furthermore to 17.0% before tax (up from 15.2% in 2002) and to 12.5% after tax (up from 11.1% a year ago). ROA (return on assets) also increased to 1.12% before tax (up from 0.78% in 2002) and to 0.84% after tax (up from 0.55% last year). 
Piraeus Bank’s share data

In the last twelve-months, the price of Piraeus Bank’s share fluctuated between € 10.82 (max) and € 4.66 (min), while closing at € 10.02 on Wednesday February 18th, 2004. Piraeus Bank’s share price in 2003 followed a considerably positive course, especially during H2 2003, presenting an increase of 62.9%, outperforming the ASE General Index (29.5%). This increase was also higher than the Greek Banking Index, which has advanced by 58.0%, as well as than the FTSE Eurotop 300 Banks Index, which increased by 20.4%.
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The liquidity of the Piraeus Bank stock remains particularly high in ASE, with a percentage of 39% (Jan ’03 - Dec ’03) compared to 25% of the banking index respectively. Piraeus Bank had a total market capitalisation of € 2.0 mn on Wednesday February 18th, 2004, ranked 12th in ASE. Should the MSCI methodology for free-float adjustment be used, this ranking may be further improved to the 7th position.

Last, at the end of December 2003, the shareholders of Piraeus Bank were 240,000, while among them there are established businessmen, institutional investors, insurance companies and a great number of private investors.

Important Events in 2003 - Latest Developments

In October 2003, Piraeus Bank’s treasury stock was successfully allocated to international and domestic institutional investors, resulting in further enhancement of its international shareholder structure, as well as strengthening its capital base.

In October 2003 the merger of Helllenic Investment SA with Piraeus Investment SA was also completed (through absorption of the latter by the former).

In December 2003 Piraeus Bank merged with ETBAbank, which was absorbed, as well as Piraeus Leasing with ETBA Leasing respectively.

In January 2004 the Group’s subsidiary Marathon Bank NY acquired and absorbed Interbank NY.  
International Financial Reporting Standards (IFRS)

Piraeus Bank Group has formed a special project team for the 1st time application of the International Financial Reporting Standards (IFRS). To this end, a detailed assessment of the effects on the Group’s Balance Sheet and Profit & Loss Accounts has been carried out, based on temporary estimates and until IFRS are finalised. In more detail, the total equity of the Group will be affected as follows:
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Profitability

ROavA*0.84%0.55%

ROavE**12.5%11.1%

Liquidity

Net Loans / Assets69.8%59.5%

Net Loans / Deposits,repos&bonds98.9%84.7%

Asset quality

NPLs / Gross Loans3.98%4.23%

NPLs / Gross Loans (excluding ex-

ETBAbank's portfolio)

2.50%2.60%

Loan loss reserves / NPLs94.8%84.6%

Efficiency

Net interest margin (NIM) on avg 

interest earnings Assets

2.88%2.61%

Cost / Income63.1%69.4%

Net commissions / avg assets0.75%0.60%

Productivity 

Loans / branch (mn euro)41.637.7

(*) After-tax profit

(**)After-tax profit attributable to shareholders

reduction due to liabilities to pension funds, derecognition of intangible assets and full consolidation of non-financial sector companies (goodwill) and
· increase due to higher existing accumulated loan loss reserves, revaluation of land and buildings at fair values, recognition of “deferred tax asset” and minority interests of non-financial sector companies
As a result, it is expected that the shareholders’ funds presented at the transition IFRS Balance Sheet of Piraeus Bank Group as of 31.12.03 will decline by approximately € 23 mn, while total equity (including minority interests) will exhibit a rise of € 112 mn.

It is should also be noted that during the last 2 years, Piraeus Bank Group has made a series of adjustments (classification of the securities’ portfolio into held to maturity, available for sale and trading, marking to market of the available for sale and trading portfolio, leasing activities), in order to have a smooth transition to IFRS. 

Prospects

Piraeus Bank Group’s prospects for 2004 are positive. The solid capital base, the existence of the required infrastructure and the dynamism of Piraeus Bank Group’s human ensure the continuous development and improved profitability.

Furthermore, the maturity of the relatively new branch units that were established during the last three years (61 branches or 31% increase) is expected to contribute greatly to the enhancement of the Group’s profitability.  

Athens, 19th February, 2004

53.3% INCREASE IN NET PROFIT IN 2003


BY PIRAEUS BANK GROUP











(*) Includes ex-ETBAbank





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 (5.3% index weight), MSCI EAFE, MSCI Small Cap, DJ Euro Stoxx, DJ Euro Stoxx Banks, DJ Euro Stoxx Economic Sector Financial, FTSE4Good Index series
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