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PRESS RELEASE

  First Half 2004 Net Profit at Euro 218.5 million (+73.5%)

“We are pleased to report another good quarter. The continuing expansion of our retail business combined with effective cost containment, is delivering high quality earnings, strong growth and profitability. Going forward, we see opportunities to create further shareholder value from the continued restructuring of our operations, redeployment of staff and further gearing of the branch network. As the Official Bank of the Athens 2004 Olympics, we stand ready to provide state-of-the-art banking services to the visitors of the Games. Over the last three years, we have made the most of the Olympic Sponsorship for the consolidation of our market position, the attraction of new customers and the further development of our business.”




Yannis S. Costopoulos, Chairman and Managing Director
FINANCIAL SUMMARY

· Net profit after tax and minorities up 73.5% to Euro 218.5 million (Euro 126 million in H1 2003)

· Operating earnings rise by 75.7% to Euro 206.6 million (Euro 117.6 million in H1 2003)

· Net Interest Income increases by 18.9% to Euro 505.3 million (Euro 425 million in H1 2003)
· Fee and Commission income up 29.5% to Euro 172.9 million (Euro 133.5 million in H1 2003)

· Cost to income ratio maintained solidly below 50%  

· Return on Equity at 20.4% 
· KEY DEVELOPMENTS
· Retail and Commercial Banking – Alpha Bank’s key driver for profit generation   

Retail and SME lending grew by 27.7% and 11.6% respectively, with earnings before taxes in Retail and Commercial Banking Business Unit rising by 80% to Euro 164.7 million. 

· Turnaround of profitability in international operations

Profits before tax almost tripled in H1 2004 to Euro 30.1 million amounting to 10% of our consolidated profit, most of it originating from our Southeastern Europe operations.

· Core banking income expands significantly with only limited increase in costs



Strong core income growth in H1 2004 of 21.1% year-on-year is achieved on the back of an only limited increase in costs by 4.1%. Cost control remains of paramount importance for our strategy and, efforts to streamline operations and generate productivity improvements will continue unabated. 
· The absorption of Delta Singular by Alpha Bank, following the sale of Delta Singular’s outsourcing services business to First Data, creates shareholder value while the technological lead of our payment systems is ensured in the process
During the first half of 2004, Delta Singular, 39% owned by Alpha Bank, sold its most profitable business, Delta Singular Outsourcing Services (DSOS) to First Data, the leading global player in payment systems. The sale of DSOS has now been completed and the merger by adsorption of Delta Singular, at the proposed exchange ratio of 1 Alpha Bank share for every 10 shares of Delta Singular, continues according to plan and is expected to be concluded by year-end 2004. The transaction has added around Euro 38 million to our H1 2004 net profit, will further enhance our capital position and will lighten our tax bill by 5 percentage points in 2004 and 2005. 

       -    Following the buyout of Alpha Leasing’s minority interests, Alpha Insurance also in unison 

with  Alpha Bank

While Alpha Leasing’s delisting procedures are underway (with Alpha Bank already owning almost 100%), Alpha Bank has acquired almost 100% of Alpha Insurance by buying out key minority stakes. Further business opportunities are to be exploited in the area of bankassurance as a result of the consolidation.

	ALPHA BANK : FIRST HALF 2004 RESULTS 

	 

	 
	On a consolidated basis

	in  €  million
	H1 2004
	H1 2003
	%

change
	Q2 2004
	Q1 2004
	%

change

	Net interest Income
	505.3
	425.0
	18.9%
	258.8
	246.5
	5.0%

	Non-interest Income
	270.3
	204.3
	32.3%
	139.9
	130.4
	7.3%

	Operating Expenses
	370.5
	355.7
	4.1%
	190.3
	180.2
	5.6%

	Loan Provisions 
	106.7
	91.6
	16.5%
	54.3
	52.5
	3.4%

	Net profit after tax and minorities
	218.5
	126.0
	73.5%
	118.9
	99.6
	19.3%


· PROFITABILITY

Net profit after tax and minorities on a consolidated basis rose to a record high of Euro 218.5 million in H1 2004 as compared with Euro 126 million in H1 2003, mainly due to the continuing shift of the asset mix towards retail and SME lending, the discipline of our pricing policy across all market segments and the progress we have achieved in corporate restructuring and cost control.

Net interest margin improved to 3.28% in Q2 2004 from 3.16% in Q1 2004, as a result of product mix changes (fewer repos and higher consumer credit volumes) and strengthening of spreads in consumer loans and credit cards, despite stabilization in business loan and mortgage spreads. 

Fee and commission income expanded rapidly in H1 2004, rising by 29.5% to Euro 172.9 million, with bank charges rising by 26.1% following the pricing measures adopted early in 2004 affecting bank transactions. As between Q1 and Q2 2004, growth was contained (+2.1%) due to weakening capital market conditions affecting brokerage and investment banking income. Both categories of income have, of course, expanded rapidly by 105.8% and 91.1% respectively in H1 2004 on a year-on-year basis. 

Q2 2004 earnings incorporate the exceptional income originated by the Delta Singular operation. Euro 38.4 million, relating to the Alpha Bank’s 39% share in the sale proceeds, is recorded under income from participations consolidated with the equity method.

Finally, operating expenses rose by 4.1% in H1 2004 year-on-year, of which 2.2 percentage points refer to higher than last year’s wage adjustments inclusive of the collective bargaining agreement recently concluded, and 1.5 percentage points to higher advertising and EDP expenses (mainly for outsourcing services from third parties). General expenses in H1 2004, excluding advertising (+38.1%) and EDP expenses (+13.7%), actually fell by 2.7%, testimony to the success of the cost containment program of the Bank. As between Q1 and Q2 2004, staff costs (+4.2%) are impacted mainly by the larger than originally budgeted collective bargaining agreement concluded in Q2 2004. Moreover, advertising and EDP expenses rose by 89% and 47% respectively between Q1 and Q2 2004, due mainly but not only to the preparations for the Olympic Games, pushing general expenses up by 4.8%. Overall, with core banking income (operating income excluding income from financial operations and the Delta Singular contribution on other income) growing by 21.1% in H1 2004 year-on-year, the growth in costs by only 4.1% cannot be overstated.

· CUSTOMER FINANCING

Total loan outstandings rose to Euro 21.9 billion, an increase of 13.7% year-on-year in June 2004, largely attributed to vigorous retail lending expanding by 27.7%. Mortgages and consumer credit continue to gain ground in the overall loan mix. Consumer credit expansion at the end of the first half 2004 accelerated with consumer loans and credit cards rising by 56.6% and 30.1% respectively year-on-year. Our intention to rapidly grow the consumer credit book is driven by innovative product development and our sponsorship for the Olympic Games which, through brand recognition, has stimulated demand for our products from wider market segments. This strategy is validated by the impressive increase in consumer loan disbursements within the first half, up 140% compared to H1 2003. Our product offer was strengthened recently by Alpha x5, a new consumer loan facility for up to five times the borrower’s net monthly salary with flexible payment terms, competitive pricing and the privilege of a pre-approved American Express credit card. Since its launch, in May 2004, 9,500 applications have been submitted. Moreover, Alpha Bank became recently 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. 

Mortgage lending in H1 2004, grew at a rate of 22.3% year-on-year, which is satisfactory following the rapid increase in mortgage lending we experienced in previous years. Our volumes in 2004 have been impacted positively by marketing initiatives including reinforcement of the low introductory rate scheme and Olympics-related benefits for borrowers committing before the Games. Two new products were introduced, the Alpha Mortgage 2004 and Alpha Euro Rate 2004, their main advantages being that borrowers 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, enhance these products’ attractiveness. 

Alpha Bank has the largest and best quality portfolio of business loans in Greece. SME lending continues to prove an area in which Alpha Bank excels, accounting currently for more than 43% of the loan portfolio. High spread SME outstandings grew by 11.6% year-on-year in June 2004, following similar increases in previous years. Our effort has been also assisted by Pentathlon, a reward scheme aimed at small businesses and professionals so as to boost cross selling (buy 5 products - enjoy rewards). Finally, large corporate lending, including shipping loans, rose by 2.3%, maintaining spreads and generating commission income by offering value-added services. Factoring and leasing, advanced by 4.7% and 14.1% year-on-year respectively. 

· CREDIT QUALITY

Credit quality indicators remained largely unchanged in H1 2004. Non-performing loans (defined as loans in arrears for more than 90 days) as a percent of total loans remained practically flat at 3.1%. Bad loans (fully provided for through specific reserves) rose to 1.1% of total loans in line with our announced policy of reduced write-offs in the transition to IAS. General reserves rose to 1.7% of total loans covering almost twice the non-performing loans for which there is no collateral, a conservative margin of operation given that most non-performing loans are ultimately recovered. Our provisioning policy continues to be effected at the tax efficient rate of 1% of average outstandings excluding loans to the state and loans guaranteed by the state. 

· CUSTOMER FUNDS

Client assets under management in H1 2004 including deposits, repos, bonds, mutual funds and private banking placements registered an annual increase year-on-year of 7.8% to Euro 33.1 billion at end-June 2004. Core deposits (sight and savings deposits) grew year-on-year by 9.0% reaching Euro 13.2 billion at end-June 2004. The substitution away from repos and into Alpha Bank bonds and other instruments continues at a brisk pace. At end-June 2004 time deposits including repos were down Euro 2.6 billion year-on-year while Alpha Bank bonds reached Euro 3.3 billion from Euro 0.4 billion at end-June last year. Moreover, non-money market mutual funds and portfolio management accounts registered increases of 30.1% and 52.8% in outstandings year-on-year at end-June 2004. 

In this context, the Bank introduced Alpha Plus, a new series of structured investment products with retail-level entry requirements for a wide range of risk profiles, already well ranked in our retail offerings. Returns vary according to predetermined allocation of the capital invested in Alpha Bank Bonds and Alpha Mutual Funds of different investment strategies (money-market, equity-based, balanced funds etc). Moreover, we continue to promote our Alpha 1|2|3 line of products and services that address the changing needs of children, teenagers, young adults and their families, throughout the different stages of their life. The Alpha 1|2|3 Line, continues to command high rates of demand, having attracted 61,000 customers since inception, of which 40% represent new customers. 

· BUSINESS IN SOUTHEASTERN EUROPE

Our activities in the neighboring markets of Southeastern Europe (Balkans and Cyprus), are growing rapidly. European integration prospects for the majority of the countries in the region, following the recent accession of Cyprus into the European Union, enhance business opportunities for the banking sector. Lending has expanded by 21% since June 2003. Additionally, profits before taxes amounted to Euro 25.6 million in the first half 2004, more than doubling from last year, and already representing 8.6% of the overall consolidated profit of the Bank. As the Balkan economies mature, we expect to benefit from the opportunities arising in retail banking on the back of our prospering corporate finance business, and broaden further the scope of our investment.    
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