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PRESS RELEASE
Alpha Bank Results Q1 2005
Net Profit at Euro 96 million (+4.8%)

“Our Bank expands rapidly in retail banking in Greece and invests abroad, in order to maintain strong profitability over the longer term. By encouraging growth and innovation at all levels of the organisation, we create a large and powerful bank that will eventually become the point of reference in the financial services sector in the wider Southeastern European region. Our vision is to replicate the strong franchise we have in Greece in all the countries in which we establish a presence. In the process, we create more value for our shareholders.”


Yannis S. Costopoulos, Executive Chairman 
“In the first three months of 2005, we made significant progress in building our retail business, gaining market share in consumer credit and mortgages. With the acquisition of Jubanka, we made a big step forward to strengthen our position in Southeastern Europe. At the same time, we continued to contain costs despite rising expenses related to retail business volume growth, as well as to opening branches and hiring personnel abroad. Following the application of international accounting standards, our sound financial and strong capital position is confirmed. In this context, prospects for a more dynamic advancement in the future are being strengthened while we all at Alpha Bank work for the next day with vision, plan and resolve.”

Demetrios P. Mantzounis, Managing Director
FINANCIAL SUMMARY

· Earnings per share at  Euro  0.41  vs.  Euro 0.39 at Q1 2004
· Net profit attributable to shareholders up by 5% to Euro 95.2 million (Euro 90.6 million in Q1 2004)

· Recurring earnings up by 9.2% to Euro 109.8 million (Euro 100.5 million in Q1 2004)  

· Net Interest Income up by 10.8% to Euro 273.1 million (Euro 246.4 million in Q1 2004) 
· Cost to income ratio at 50.7%  

· Return on equity at 18.8% 
· Capital adequacy at 14.7% with Tier I at 11.1% and core Tier I at 7.8%
· IFRS restatement leads to only a small (4.4%) divergence vs. 2004 profits in Greek accounting standards 
· KEY DEVELOPMENTS
· Reinforced management structure to lead the Bank forward 

With Yannis Costopoulos, the long-serving Chairman and Managing Director of the Group, assuming the role of Executive Chairman, Demetrios Mantzounis is elected new Managing Director of the Group. Moreover, Executive Committee members Marinos Yannopoulos, Spyros Filaretos and Artemis Theodoridis are named General Managers and appointed to the Board of Directors thereby strengthening business effectiveness. Moreover, to improve operational efficiency, Charalambos Papanayotou is appointed to the Executive Committee with responsibility for IT and operations.
· Capital adequacy remains strong even after the recognition of the pension fund deficit of the Bank
An amount of Euro 393 million after tax is recognised under IFRS against capital, half of which against Tier I and the remainder against Tier II according to Bank of Greece directives. Following recognition of this obligation, our capital position remains strong at 14.7% total and 11.1% Tier I. The capital position has been strengthened significantly since the beginning of this year by issuing lower Tier I (hybrid) capital of Euro 493 million at very favourable terms. Therefore, this recognition poses no constraint for our growth strategy and enhanced dividend payout or share buyback policies. 
· Retail banking momentum underpinning fast organic growth

Profits before tax from retail operations reached Euro 56.6 million, rising by 61.3% from a year earlier, supported by strong lending growth in consumer credit, mortgages and small business loans of 24.9%.
· International expansion at the forefront of our strategic objectives 
Following the acquisition of Jubanka, the new management is proceeding swiftly with operational integration while taking advantage of positive market dynamics in the Serbian banking sector. Romania and Bulgaria remain key expansion areas with 10 and 15 new branches respectively being established in 2005. 

· Costs adjusted for one-offs grow only by 2.9% supporting underlying strong profitability 

Substantial efficiency gains from restructuring accrue to all levels of the organisation mitigating cost pressures resulting from the expansion of the retail business in Greece and operations abroad. 
· Head-office organisational changes driven by retail strategy and corporate governance agenda

Centralisation of critical functions in the retail organisation leads to more effective market penetration, both in Greece through the establishment of specialised product factories for all main retail products and, abroad through the establishment of an international retail unit. The internal audit function is now to be performed by two offices, one of which will have responsibility for operations abroad. The compliance function is also strengthened with the appointment of specialised personnel.
· 2004 RESTATEMENT UNDER IFRS
Alpha Bank applies IFRS since January 1st 2005. Shareholders’ equity under IFRS has been restated to Euro 2.0 billion from the originally reported under Greek accounting principles level of Euro 2.4 billion. This contraction is largely due to the recognition of defined benefit pension fund obligations of Euro 523.8 million (of which Euro 510.3 million refer to the Bank and the remainder to subsidiaries). This is mitigated by the recognition of deferred tax assets to be drawn down in line with expensing the pension fund obligations. This recognition of our obligation is based on an independent actuarial study and does not take into account the recently proposed draft legislation.

The most significant adjustments in shareholders’ equity for year 2004 are given below:

· Defined benefit pension obligation: Euro -523.8 million.

· Recognition of deferred tax assets/liabilities: Euro +196.3 million (of which related to Alpha Bank’s pension fund Euro 170.6 million).

· Intangible assets written-off: Euro -98.7 million.

· Impairment of foreclosed property: Euro -45.6 million.

· Application of effective interest rates on loans: Euro -50.9 million.

· Valuation of financial instruments on fair value: Euro -19.6 million.

· Reclassification of dividends payable to retained earnings: Euro +174.1 million.
According to IFRS, profit after tax and before minorities in 2004 reached Euro 397.3 million vs. Euro 415.8 million under Greek accounting principles. These minor, in essence, differences reflect the high quality of accounting methods used by the Bank even prior to the introduction of IFRS. The difference is predominantly attributed to the use of effective interest rates on loans and the write-off of intangible assets which decreases depreciation allowances and increases general expenses. 
The most significant adjustments in net profit are as follows: 

· Intangible assets written-off: Euro -16.6 million.

· Valuation of financial instruments: Euro + 5.3 million.

· Application of the effective interest rates on loans: Euro -18.3 million.
· Depreciation of tangible assets: Euro +4.5 million.
· LOAN IMPAIRMENT UNDER IFRS
All loans, subject to trigger events, were tested for impairment on an individual basis.  For all corporate loans, triggers consist of the fact that they are overdue or have been rescheduled, and for loans with balances in excess of Euro 1 million which are currently being serviced, the fact that they belong to sectors under stress or in case some negative information has been brought to the attention of management. Consumer credit and mortgages were tested on a portfolio basis as they exhibit common credit risk characteristics.  As a result, allowances for impairment amounted at end-March 2005 to Euro 875 million or 3.6% of total loans vs. 3.2% at end-December 2004.  Most of the increase derives from the first time inclusion of Jubanka (with Euro 61 million in allowances for impairment) and some weakening of credit conditions in certain business sectors under stress as well as in the fast growing consumer credit portfolio.  As of end-March 2005, allowances for impairment amounted to 3.9% for corporate loans (with no trigger events present in over 4/5 of loan balances), 5.6% for consumer credit and 0.5% for mortgages. Finally, allowances for impairment amounted to 3.3% of loans in Greece and 6.2% of loans abroad. 

· OVERVIEW OF Q1 2005 PERFORMANCE
In Q1 2005, net profit after tax reached Euro 96.1 million, compared with Euro 91.7 million in Q1 2004 on account of margin improvement but sharply reduced trading gains (Euro -33.6 million) as well as continued positive spillovers from a solidly entrenched cost-conscious culture. Net interest income grew by 10.8% supported by the on-going shift towards better yielding retail lending. Fee and commission income retrenched to Euro 79.2 million from Euro 83.4 million in Q1 2004 reflecting primarily a base effect due to the Olympics, with extraordinary Q1 2004 revenue amounting to around Euro 4 million realised due to Alpha Bank being the Official Bank of the Olympic Games. Other income, on the contrary, rose by 35% on account of satisfactory revenue growth in insurance and hotel operations. On the other hand, operating expenses declined by 7.3% to Euro 197 million as increased staff costs (+7.0%) were more than counterbalanced by sharply declining general expenses (-24.7%) on the back of continuous restructuring and the effect of  expensed Olympic Sponsorship-related charges of Euro 21.1 million in Q1 2004. Adjusting costs for the latter, overall cost growth has been limited to only 2.9%. Furthermore, staff costs, excluding payments to pension fund, bonus payments and the impact from Jubanka, rose only by 1.2%, which attests to the continuing effort to streamline personnel numbers in the face of wage inflation pressures.

Loans and advances to customers (gross) expanded by 13.5% year-on-year at end-March 2005 reaching Euro 24.2 billion. In Greece, lending grew by 11.6% while abroad, by 30.1%, almost triple the domestic rate, with foreign operations accounting already for 12% of total outstanding balances. Our fast growth in the retail lending area in Greece and in South Eastern Europe where margins are higher than in Greece, help keep our net interest income growing robustly and generate high-quality commission income at sustainable rates.

Customer assets continued to grow (+4.7%) reaching Euro 34.1 billion at end-March 2005 while liquid customer balances (repos, synthetic swaps and money market mutual funds) continued to decline. At the same time, the traditional (sight, savings and time) deposits in Greece and abroad grew by 12.4% to Euro 18.4 billion. Finally, investment-type balances (such as private banking, non-money market mutual funds) and bond sales including Alpha Bank bonds placed with retail customers, increased by 35.6% to Euro 12.6 billion. This is in keeping with our policy of satisfying customer needs by offering new products in substitution of quasi-money market deposits. In this context, customers with high liquidity preferences have been successfully encouraged to move up to longer maturities and higher yield placements such as Alpha Bank bonds, equity mutual funds etc.

· CONSUMER AND SMALL BUSINESS BANKING
Retail banking represents Alpha Bank’s core revenue-generating business, servicing individuals and small businesses by the branch network in Greece. Profit before tax of this business grew by 61.3%, contributing 45% of total earnings. 
Household lending continues to bear the focus of our retail strategy, with mortgages and consumer credit volumes advancing at 28.2% and 41.9% respectively, outpacing market growth (27.9% and 33.9% respectively), and benefiting from product innovation and sales through third party distribution channels (car dealers, retailers, real estate developers). With respect to mortgages, a full range of mortgage products is available to suit customers’ needs and particular situations. Nevertheless, mortgage growth benefits to a great extent from the well-established and trusted name of the Bank in the Greek market and the reliability with which we conduct our business. With respect to consumer loans, instant credit facilities in conjunction with retailers and car dealerships are being promoted generating rapid advances in outstanding balances (+44.5%). Moreover, in the area of personal loans, following last year’s success of “Alpha X5” (loans up to 5-month salary), the new facility “Alpha All in 1” introduced in 2005 (consolidation of various loans in other banks into one single loan with Alpha Bank) became an instant hit. These types of loans complement the traditional products “Alpha Personal” and “Alpha Open”, which were revamped and repositioned in the market. In the area of cards, outstanding balances are growing at 38.3% on the back of fast issuing and acquiring activity and the introduction of new innovative cards carrying smart chips for enhanced functionality and security. Finally, Direct Mail, Telemarketing and Call Center sales continue to support the expansion of consumer credit with an ever increasing effectiveness. 

Small business lending (credit limits up to Euro 1 million) in Greece remained buoyant growing at 11.3% since March 2004. A new series of products for very small and small companies as well as for individuals in liberal professions, has been recently introduced. These products cover needs for working capital (“Alpha Cash Management”), investment financing (“Alpha Expansion”) and mortgaging (“Alpha Business Premises”). Moreover, new types of loan products have been introduced for the financing of long-haul public transport buses, as well as taxis. Finally, a pre-approved loan facility of up to Euro 20,000 has been promoted for businesses with up to Euro 75,000 turnover. 

	Retail Banking               

 (in Euro million)
	Q1 2005
	Q1 2004
	% Change 

	Profit before tax 
	56.6
	35.1
	61.3%

	Return on Regulatory Capital
	32.2%
	23.5%
	…

	Risk Weighted Assets
	8,784
	7,480
	17.4%

	Cost / Income Ratio
	56.8%
	68.2%
	…

	Customer Financing 
	10,489
	8,397
	24.9%


· OPERATIONS IN SOUTHEASTERN EUROPE
Our expansion in the region is focused, organic-growth oriented, and profitable. Our strategy calls currently for expansion only in the neighbouring countries of Romania, Serbia, Bulgaria, Albania, FYROM and Cyprus where Greek banks have a comparative advantage owing to cultural ties, the substantial presence of Greek firms and investment opportunities in the region. Moreover, with Cyrpus already in the EU, Romania and Bulgaria ready to join in 2007 and Serbia following in the not-so-distant future, the region is a growth powerhouse, which is going to generate substantial demand for financial products and services over the next decade as incomes grow from a very low base. Aside from the acquisition of Jubanka in Serbia (a transaction completed at a low multiple-to-book for a bank with relatively good systems), we intend primarily to build up our franchise in the region organically and not through expensive acquisitions of local banks. Main emphasis is being placed on expanding our branch network in Bulgaria and Romania (with a view to opening 10 to 15 branches in each country annually up to 2007) in order to capitalise on retail banking opportunities emerging in these countries. Among the Greek banks in the region, we have achieved the highest market share in assets and profits with minimal capital investment. Already profits from this region (Euro 11.1 million in Q1 2005) account for about 9% of consolidated group profits. Our strategy calls for this percentage to rise to 20% by 2007 through the activation of Jubanka and the expected contribution from the new branches in Bulgaria and Romania.
	South Eastern Europe Operations                             (in Euro million)
	Q1 2005
	Q1 2004
	% Change 

	Profit before tax 
	11.1
	6.4
	73.4%

	Return on Regulatory Capital
	19.6%
	     14.2%
	….

	Risk Weighted Assets
	2,838
	2,250
	26.1%

	Cost / Income Ratio
	58.0%
	65.7%
	….

	Customer Financing 
	2,382
	1,854
	28.5%


· MEDIUM AND LARGE CORPORATES

This business unit operates as a relationship-management centre for customers with complex financing needs. The high level of specialisation of the product offer leads to a relatively low cost to income ratio (28%) while maintaining profitability at satisfactory levels. Total lending to medium-size and large corporates (including shipping loans) reached Euro 10.5 billion in Q1 2005 (+1.1%), reflecting the maturing nature of the portfolio of larger corporate loans and repayments in the shipping book due to record earnings in international shipping. The emphasis on this part of the loan book is primarily to maintain spreads and credit quality, rather than gaining market share in an area where the Bank is the largest player in the market.
	Medium and Large Corporates                                           (in Euro million)
	Q1 2005
	Q1 2004
	% Change 

	Profit before tax 
	29.9
	38.7
	-22.7%

	Return on Regulatory Capital
	14.1%
	18.6%
	…

	Risk Weighted Assets
	10,593
	10,380
	2.1%

	Cost / Income Ratio
	28.0%
	29.8%
	…..

	Customer Financing 
	10,503
	10,392
	1.1%


· ASSET MANAGEMENT AND INSURANCE
Comprised of private banking, mutual funds and portfolio management for institutional clients and insurance operations, this business unit recorded a pre tax profit of Euro 11.4 million in Q1 2005 from Euro 4.2 million last year. This result was predominantly driven by commission income generated by the non-money market mutual fund business where assets under management rose by 46% to Euro 3.2 billion, bringing Alpha Bank’s market share to 19.2% from 14.7% a year earlier. Among the various classes of mutual funds, bond mutual funds rose by an impressive 75.4% while the domestic equity mutual funds assets reached Euro 1.1 billion and representing market share of 25.3%, which ranks Alpha Bank No. 1 in the market. Also, private banking assets rose by 35.1% reaching Euro 3.6 billion at end-March 2005 leading to a 17% increase in fees. Beyond the high quality wealth management services provided, private banking customers increasingly benefit from the provision of specially designed structured product offers and selected mutual funds from independent third parties. Finally, insurance operations (net insurance premiums) grew year-on-year by 3.5% reaching Euro 37.7 million in Q1 2005, with bankassurance business growing by 4.7% and accounting for about one third of total production. Overall, life and investment-related production rose by 8.7%, to Euro 15.2 million, fire insurance by 5.2% to Euro 13.3 million while loss-making auto insurance declined by 9.1% to Euro 3.6 million.
	Asset Management & Insurance                            (in Euro million)
	Q1 2005
	Q1 2004
	% Change 

	Profit before tax 
	11.4
	4.2
	273.8%

	Return on Regulatory Capital
	36.5%
	12.9%
	….

	Risk Weighted Assets
	559
	630
	-11.3%

	Cost / Income Ratio
	64.4%
	77.2%
	….

	Customer Funds 
	8,289
	7,075
	17.2%


· INVESTMENT BANKING AND TREASURY 

In Q1 2005, investment banking and treasury’s combined operations reported a pre tax profit of Euro 20.6 million, compared to Euro 51 million last year. Treasury earnings reached Euro 19.5 million, compared with Euro 47.5 million last year, in a very demanding international market environment. Business advisory and underwriting services remained rather subdued, with no major company listings in the Athens Stock Exchange or privatisation transactions taking place. As a result, overall investment banking earnings declined despite brokerage fees rising marginally. 
	Investment Banking and Treasury                             (in Euro million)
	Q1 2005
	Q1 2004
	% Change 

	Profit before tax 
	20.6
	51.0
	-59.6%

	Return on Regulatory Capital
	52.9%
	143.4%
	…..

	Risk Weighted Assets
	1,948
	1,778
	9.6%

	Cost / Income Ratio 
	26.4%
	15.0%
	….


Enquiries:

Alpha Bank 

Marinos Yannopoulos, General Manager and C.F.O.
                                             Tel.: +30 210 326 2366
Michael Massourakis, Manager Strategy, Economic Research and Investor Relations Tel.: +30 210 326 2828

www.alpha.gr
Financial Dynamics 

Geoffrey Pelham-Lane (London)                                                                                    Tel.: +44 (0) 20 7269 7294

Athens, June 29, 2005
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