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Balance Sheet and Profit and Loss Account for 2003
The Group’s profit after tax and minority interests for 2003 amounted to EUR 71.8 million compared to EUR 52.2 million for 2002, an increase of 37.4%.  The Group’s return (after tax and minorities) on average equity (ROAE) rose to 5.9% from 3.3% in 2002 while the Group’s return on average assets (ROAA) increased to 0.4% from 0.3% in 2002.  The Group’s profit before tax and minority interests in 2003 reached EUR 112.8 million, up 25.9% on the previous year.  The Bank’s profit after tax amounted to EUR 72.7 million from EUR 86.1 million in 2002.  

The Management of the Bank will propose to the Annual General Shareholders’ Meeting the payment of a dividend of EUR 0.5 per share, an increase of 25% compared to last year’s dividend of EUR 0.4 per share.  On the basis of the closing price of the share on the 31st December 2003, the annualized dividend yield is approximately 2.5%.  
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The Group’s results for 2003 reflect the successful restructuring with a focus on activities that generate recurrent income.  This is apparent by the impressive improvement of core profit (pre tax and minorities) by 92.9% compared to 2002.
  

In 2003 the Group’s net interest income amounted to EUR 611.8 million up by 9.1% compared to 2002.  As a result, the net interest margin of the Group increased to 3.6% and reached its highest level for the past 4 years.  

The increase in net interest income reflects the changes in asset structure and in the composition of the loan portfolio.  
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At the end of 2003, net loans and advances to customers constituted the 71.2% of the Group’s total assets, as against 60.2% at the end of 2002.  

· The implementation of the Bank’s restructuring programme, under the code name “Pegasus”, resulted in the increased presence of the Bank in the area of retail banking.  

At the end of 2003, lending to households (housing and consumer credit) and to small and medium-sized enterprises constituted the 31% and 34.5%, respectively, of the outstanding loan balances of the Bank.  The increased lending to consumers and to small and medium-sized enterprises, segments with the highest spreads, contributed to the improvement of the Group’s profitability.  

Specifically:

· The increase of the share of Emporiki Bank in mortgage lending continued in 2003.  Approximately 18 thousand new mortgage loans were granted through which an amount of EUR 847.5 million was disbursed, and the share of Emporiki Bank in mortgage lending is now 9.8%.  As a result of the 16.2% increase in disbursements, the outstanding balances on mortgages at the end of 2003 stood at EUR 2.6 billion and were by 30% higher compared to the end of 2002.  The increased presence in mortgage lending is a strategic decision in order to develop long-term relationships with clients and to promote cross-selling.  

· The share of Emporiki Bank in consumer lending also increased in 2003, by around 1 percentage point, and at the end of 2003 was around 8.4%.  During 2003, approximately 70.5 thousand consumer loans were granted and 48.1 thousand new credit cards were issued.  The outstanding balances of consumer loans and credit cards at the end of 2003 were by around 42% higher compared to the end of 2002.  This increase is due to the successful promotion of both existing products as well as the launch of new products.  

· In the area of small and medium sized enterprises (SMEs) Emporiki Bank in 2003 increased its clientele by around 5 thousand new customers.  At the end of 2003, the outstanding balances on loans to SMEs were by around 19% higher compared to the end of 2002.  This rate of increase of loans is estimated to be higher than that for the market as a whole, leading to an increase of the Bank’s share in this market segment.  The increase in outstanding balances is the result of the introduction of new products (eg new Easy Business loans, Cash business), the improvement in services provided (eg free insurance cover for Easy Business open loans), the participation of the Bank in the allocation of 3rd Community Support Framework funds to SMEs.  

Emporiki Bank (parent company) loan portfolio

(in EUR million)

	
	31.12.03
	31.12.02
	% 

	Business sector
	7,692.6
	6,691.6
	+15.0

	   Of which to SMEs
	4,094.5
	3,441.3
	+19.0

	Consumer credit
	1,069.0
	754.7
	+41.6

	Mortgages
	2,618.7
	2,015.9
	+29.9

	Public entities
	495.8
	474.3
	+4.5

	Total
	11,876.0
	9,936.4
	+19.5


Despite the significant increase in lending, the quality of the loan portfolio of the Group has improved.  At the end of 2003, loans in arrears
 net of provisions, represent 1.5% of the Group total loan portfolio compared to 1.7% at the end of December 2002.  The provisions of the Group now cover 66.4% of loans in arrears compared to 62.3% at the end of 2002.  

Net fee and commission income in 2003 increased by 9.2% compared to 2002. Net fee and commission income in the last quarter of 2003 was by 16.3% higher than in the 3rd quarter of 2003.  Fee and commission income linked to mutual fund management and to retail banking operations contributed significantly to the increase in net fee and commission income.  

The results of the subsidiary companies consolidated on the basis of the net equity method also contributed to the improvement of Group profitability and in particular the insurance company PHOENIX METROLIFE EMPORIKI the results of which are significantly better compared to 2002 and are expected to improve further in 2004.  

Following from the above the core income of the Group (gross operating income excluding income from financial transactions) was up 11.1% year on year.  

Group gross operating income

In EUR million

	
	2003
	2002
	%

	Net interest income
	611.8
	560.8
	+9.1

	Income from shares and participations
	15.1
	21.6
	-30.2

	Results of the non-consolidated companies of the Group
	-2.2
	-29.6
	-

	Net fee and commission income
	159.0
	145.7
	+9.2

	Other operating income
	16.4
	22.0
	-25.4

	Core income
	800.1
	720.3
	+11.1

	Income from financial transactions
	30.4
	46.9
	-35.1

	Gross operating income
	830.5
	767.2
	+8.3


The Group funded the expansion in lending through the growth and restructuring of sources of funds.  At the end of 2003, deposits with the Bank, which constitute the 98% of the Group’s deposits, were up by 27.8% compared to the end of 2002.  The growth in deposits is, on the one hand, due to the introduction of new deposit products and, on the other hand, due to the replacement of repos by deposits.  Despite the decline in repos, the Bank’s liabilities to clients at the end of 2003 were by 5.2% higher compared to the end of 2002.  At the end of 2003, the Bank’s deposits constituted 88.4% of the Bank’s liabilities to clients while repos constituted the 11.6%.  Around 49.2% of deposits were savings deposits, 27.7% were time deposits and 11.6% were sight deposits.  

The own funds of the Group at the end of 2003 stood at EUR 1.2 billion and the Group’s Tier I capital ratio is estimated to be 9.1%.  It should be noted that the Bank has not made use of the provisions of Law 3229/2004, which permits the revaluation of the property of the Bank at its fair value.  It is estimated that such a revaluation of the property of the Bank only would enhance own funds by around EUR 240 million.  It should also be noted that an amount of around EUR 90 million has been deducted from the own funds of the Bank and the Group due to the purchase of own shares. 

General administrative expenses (personnel remuneration and other administrative expenses) of the Group in 2003 amounted to EUR 507.7 million as against EUR 483.5 million showing an increase of 5%.  Personnel remuneration increased by 4.4%, while other administrative expenses increased by 6.6%.  The ratio of general administrative expenses over core operating income decreased to 63.5% in 2003 from 67.1% in 2002.  
The Group’s depreciation of fixed assets in 2003 amounted to around EUR 111 million.  

The Group’s cost-to-income ratio improved to 75.2% in 2003 from 77.2% in 2002.  
The year 2003 was a landmark year for the Group.  The Bank commenced, in April 2003, the implementation of the “Pegasus” programme that aims to modernize the image and the operation of the Bank.  The restructuring of the Bank involves the upgrade and the continuous management of the relationship of the Bank with its clients, the segmentation of the clientele and the active management of each segment by specialized staff and the introduction of the new logo.  The new sales programme of the Bank provides for the increase of the time available for clients and the active management of sales (adoption of ambitious targets, systematic communication with the advisors at the branches etc).  Already, 116 out of 373 branches have been included in the “Pegasus” programme and it is expected that by the end of 2004 all branches will be included.  The results from the branches that have been included in the project are very encouraging; in comparison with the branches that have not yet been included these show better sales’ performance (in the last quarter of 2003 +125% more loans to individuals as compared to non-Pegasus branches) and greater efficiency.  

The Group has prepared a detailed Business Plan that aims for a threefold increase in profits by 2006 compared to the end of 2003 through the increase in core operating income and the significant improvement of the cost-to-income ratio of the Group to around 60%.  The improvement of the profitability of the Group will arise from the area of retail banking, the improvement in the results of the Group’s subsidiaries and the implementation of a non-personnel cost containment plan.
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� Core profit before tax and minorities is defined as profit on ordinary activities before tax excluding the income from financial transactions.  


� 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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