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PRESS RELEASE

A STRONG START TO THE OLYMPIC YEAR

 First Quarter 2004 Net Profit at Euro 99.6 million (+65%)

“The operating momentum established last year continues in 2004 assuming more sustainable characteristics and enhancing shareholder value, paving the way for Alpha Bank to become the top Bank in Greece. Our financial performance benefits from our commitment to constant innovation, service excellence and productivity improvement. This sustains our market penetration drive in retail banking and asset gathering while securing our dominant position in SMEs. Alpha Bank is now established as the most versatile banking institution with the widest appeal for customers in Greece and South-Eastern Europe. In the months ahead, we will continue to work hard to leverage our core competences in a demanding market environment so as to achieve even better performance in this Olympic Year.”




Yannis S. Costopoulos, Chairman and Managing Director
FINANCIAL SUMMARY

· Net profit after tax and minorities up 64.5% to Euro 99.6 million (Euro 60.6 million in Q1 2003)

· Operating earnings before tax and excluding income from financial operations, other provisions and extraordinary items rise by 84.3%

· Net Interest Income increases by 17.3% to Euro 246.5 million (Euro 210.1 million in Q1 2003)
· Fee and Commission income up 32.4% to Euro 85.6 million (Euro 64.6 million in Q1 2003)

· Cost to income ratio falls to 47.8% 

· Return on equity  at 18.6%, despite the more than doubling of capital in 2003.
· KEY HIGHLIGHTS

· Retail and SME expansion strategy combined with new transactions pricing measures enhances the profitability of the Retail and Commercial Banking Business Unit. 
Retail and SME lending grew by 26.7% and 12.3% respectively, with earnings before taxes in Retail and Commercial Banking Business Unit rising by 60.7% to Euro 82.2million. 

· Reengineering continues to streamline cost base 
The successful completion of the Branch network restructuring allows for further productivity gains through the reallocation of employees according to their sales skills. Economies of scale are also emerging steadily as a result of redeployment of back office work in new centres by product line.   

· Alpha Bank leading Greek companies represented in the FTSE-Eurotop 300 index.
In January 2004, Alpha Bank was included in the FTSE Eurotop 300 index and ranked ahead of all other Greek constituents of the index, reflecting its improved stock market performance and capital position.  

       -    Successful public offer for Alpha Leasing’s minority interests-Delisting to follow  

Alpha Bank announced recently its intention to acquire the publicly traded minority stakes of Alpha Leasing, in line with its policy to gain full control of core business activities. The tender offer was well received. Alpha Bank now owns more than 98% and expects the shares to be delisted over the coming few months. 

       -    Capital adequacy grows stronger   
            Capital adequacy and Tier I ratios stand at 15.1% and 10.8% respectively. 
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	On a consolidated basis

	 In Euro million
	Q1 2004
	Q4 2003
	Q3 2003
	Q2 2003
	Q1 2003
	Q1 2004 / 2003

% change                   

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Net interest Income
	246.5
	237.5
	229.9
	214.9
	210.1
	17.3%

	Non-interest income
	130.2
	92.8
	129.3
	103.8
	100.5
	29.8%

	Operating Expenses
	180.2
	183.4
	175.8
	178.8
	176.9
	1.8%

	Loan Provisions 
	52.5
	53.9
	48.5
	46.3
	45.3
	15.8%

	Net profit after tax and minorities
	99.6
	61.3
	97.0
	65.4
	60.6
	64.5%


· PROFITABILITY

Net profit after tax and minorities on a consolidated basis increased by 64.5% to Euro 99.6 million as compared with Euro 60.6 million in Q1 2003, mainly due to strong retail and SME growth, further, albeit small, strengthening in spreads, better pricing for transaction banking services and, completion of several cost containment projects.

Net interest margin in Q1 2004 (3.16%) was maintained virtually unchanged vs Q4 2003, though spreads in consumer loans and mortgages continued to grow. The intensifying shift in portfolio mix towards retail and SME lending will continue to support the overall margin in the months ahead. 

Fee and commission income rose by 32.4% to Euro 85.6 million from Euro 64.6 million in Q1 2003, a rather weak quarter due to adverse geopolitical conditions prevailing at the time. Fees and commissions benefited from the introduction of new pricing measures on transactions, which will become more evident in the following quarters. Moreover, retrenchment in mortgage-generated commissions was more than offset by the expansion in consumer loan application fees. An impressive increase was also recorded in capital market- related fees due to increased brokerage and investment banking services, with fees growing respectively by 230% and 75%. As the Olympic Games approach, increasing business volumes are expected to further reinforce the improvement of fee and commission income.  

Income from financial operations at Euro 45.0 million was once again a strong contributor to operating income which rose by 21.3%. Even adjusting for income from financial operations, operating income growth remains still buoyant at 20.2%.

· CUSTOMER FINANCING

Total loan outstandings rose to Euro 21.1 billion, an increase of 13.5% year-on-year, benefiting from the ongoing shift of the loan mix in favor of fast rising retail lending. Including recently liberalized personal loans, consumer credit advanced by 36.9% annually, bringing consumer loans and credit card balances to Euro 1.4 billion compared to Euro 1.0 billion in Q1 2003. This trend concurs with our strategic intention to extend our market share commensurately to our overall market position by capitalizing on our risk monitoring expertise and our solid customer base. Mortgage growth continued to support retail lending expansion, growing at a slower rate of 23.5%. Already, mortgage growth benefits from recently announced initiatives (re-introduction of the low 1-year fixed rate, Olympics-related marketing etc.). 

SMEs financing grew by 12.3%, reflecting the effectiveness of our interest rate policy while preserving the quality of our loan portfolio.  Large corporate lending including shipping loans, standing at Euro 5.1 billion, rose only marginally as a result of the translation of US dollar denominated shipping loans (almost 100%) into Euros.   Alternative forms of business financing, factoring and leasing, increased by 21.0% and 24.9% year-on-year respectively. Alpha Bank maintains the largest and best in quality portfolio of business loans in Greece. 

· CREDIT QUALITY

Overall credit quality was maintained. Loan provisioning at the tax efficient rate of 1% of average loans resulted in loan loss reserves reaching Euro 559.2 million. Part of the reserves cover bad loans amounting to 0.7% of total loans (specific reserve), while the rest is assigned to the coverage of the remaining NPLs according to their probability of default and their estimated probability of recovery (general reserve). As a result, the NPL ratio remained unchanged at 3%, with the coverage ratio standing at 64%. 

· CUSTOMER FUNDS
At end-March 2004, customer funds including deposits, repos, bonds, mutual funds and private banking stood at Euro 32.6 billion (+9.3% on a yearly basis), on account of improved capital-market conditions which triggered significant inflows in equity-based and other mutual funds excluding money market (+49%) and portfolio management (+89.4%), as investors’ risk appetite resumed and Alpha equity funds continued to outperform. Core deposits (including sight and savings deposits) performed equally well, having risen by 9.6%, despite narrow returns. 
· COST CONTROL

Cost control continues to play a significant role in our strategy. Operating expenses, including depreciation, expanded only by 1.8% on a yearly basis, bringing us closer to our commitment for zero percent growth. Reduced staff numbers and network repositioning have created substantial productivity gains, yielding a cost to income ratio of 47.8% in the context of a solid revenue growth of 21.3%.        

Following back-office reengineering in 2002-2003, close to 1,200 employees were released from branches, of which more than 700 retired, largely through early retirement schemes. Moreover, a number of across-the-board cost containment initiatives undertaken in 2003 are now entering their final implementation phase. Ιn 2004, the cost rationalization plan is expected to generate some further staff savings in all areas of Group operations.

· NEW PRODUCTS 
Recent marketing initiatives include:  

· Alpha x5, a new loan facility targeted to salaried people grants up to five times of net monthly salary with flexible repayment schedule and competitive pricing. This product is supplemented by a pre-approved American Express credit card.

· New Alpha Mortgage 2004 and Alpha Euro Rate 2004: Two new mortgages, their main advantages being that the borrower skip the August 2004 installment and may defer future August installments. Special features such as penalty-free early partial repayment and disbursement before the completion of prenotation procedures, render the new products the most competitive in the market.  These two programmes are offered to new applicants signing up by July 2004. 
· New innovative BLUE American Express credit card: Alpha Bank is the first bank in Europe to introduce the BLUE Amex. The new card is equipped with a smart chip for multifunctionality. Among other features, it allows for secure electronic transactions and membership in the internationally acclaimed reward scheme of American Express cards. 

· Alpha 1|2|3 Line of Products : It consists of bank products and services that adapt to the evolving needs of children, teenagers, young adults and their families, throughout the different stages of their life. The Alpha 1|2|3 Line, portrays high acceptance in the market, as it has already attracted 39.000 customers. Through its wide ranging benefits, the Line creates a strong and long-lasting relationship with “the family” and its young clients.  

· Pentathlon, a reward scheme aimed at small businesses and professionals so as to boost cross selling (buy 5 products - enjoy rewards). So far approximately 7,000 relationships (10% of which relate to new customers) have been built. Products included in the programme refer to loans (30%) and deposits (28%), with the remainder being cards and other Group products. 

· Epathlon, a multi-retailer customer loyalty scheme for individuals, co-branded with Grand Olympic Sponsors OTE and Cosmote – more than 120,000 VISA card members enjoy already the scheme’s privileges.
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