Press Release

2005 First-half Results

+62% Net Profit Increase 

28% Return on Equity

The results for 1H 2005 serve to reaffirm the capacity of the NBG Group to improve its efficiency and meet the challenges of the times effectively, even under adverse conditions. Despite the impact of the banking sector strike in June, growth remained dynamic and the Group?s profitability rose strongly. 

The very substantial growth in profits in 1H 2005 reflects the sustained effort that has gone into building up our core revenue sources and systematic efforts to contain operating costs, particularly administrative expenses. At the same time, wage-bill increases in 2005 were offset by the impact of the voluntary retirement program of the previous year. This excellent performance drove the Group?s return on equity to a record high of 28%. 

Furthermore, the Group is in the process of changing its structure. Accordingly, National Investment Company and National Real Estate are currently in process of merging with National Bank, while the international tender to appoint a specialized operator for the Group?s hotel units has got off to a good start, with a view to better utilizing our assets in Astir Palace Vouliagmenis.  

In view of these results, as well as the encouraging progress in implementing our strategy, we are confident that our performance for the rest of the year will be no less upbeat.

Athens, September 2005

Takis Arapoglou, Chairman and CEO

(in  mil)
30.6.05
30.6.04
±%

Earnings per share
 1.00
 0.61
+63.9%

Net profit (after tax & minority interests)
330.0
203.4
+62.3%

Net profit (before tax & minority interests)
433.9
309.2
+40.3%

Core profit
433.4
290.0
+49.4%

Operating expenses
661.4
686.1
-3.6%

Return on average equity
28.0%
18.3%
+970bps

Cost / Income
56.0%
63.7%
-770bps

Net profit attributable to shareholders for the 1st half of 2005 topped  330 mil, up 62% year-on-year. This outstanding performance boosted return on equity to a record high of 28%, around 10 percentage points higher vis-?-vis 2004.

The Group?s profitability rose 10% q-o-q, despite the adverse impact of the June banking-sector strikes on the Bank?s operations. 

This performance reflects the Group?s commitment to the key levers for growth in core business and operational restructuring, as set forth in the Business Plan 2005-2007. Accordingly, the outstanding increase in profitability in 1H 2005 reflects the robust growth registered in core revenues (up 13%) and the focus on organizational and operational restructuring, which has led to a 3.6% decline in operating expenses y-o-y. 

Substantial growth in core banking income

(in  mil)
30.6.05
30.6.04
±

Net interest income
802.7
696.4
+15.3%

Net interest margin
3.38%
3.00%
+38bps

Retail loans
16,496
13,066
+26.2%

% retail / total loans
55.8%
52.0%
+380bps.

The increase in the Group?s core revenues is attributable primarily to rising interest income. Specifically, Group net interest income totaled approximately  803mil, up 15.3% y-o-y, on the back of substantial expansion in retail lending in Greece and SE Europe. For instance, Group retail loan balances stood at  16.5bn at the end of 1H 2005, up 26% y-o-y. 

Net interest margin in 1H 2005 rose to 3.38%, up 28 basis points since the beginning of the year. The upward trend in interest margin is expected to continue on the back of the improved mix of the Group?s portfolios, with higher-yielding types of lending to the retail market and small businesses representing an ever increasing share of Group assets.

Commission income (in  mil)
30.6.05
30.6.04
±

Retail loan fees
49.7
40.1
+23.9%

Corporate loan fees
38.1
36.5
+4.4%

Intermediation & deposit fees
67.2
73.8
-8.9%

Investment banking  fees 
31.1
25.5
+21.7%

Fund management fees 
18.6
18.2
+2.1%

Total commissions income
204.6
194.1
+5.4%

Growth of 5.4% was posted in fees and commissions in the first half of the year, despite the adverse impact of the strike action in June on intermediation fees. In that context, the 24% increase in retail lending fees vis-?-vis 1H 2004 is impressive. 

Group loans (in   mil)
30.6.05
±y-o-y%
±y-t-d%

Retail loans
16 496
26.2%
10.2%

Corporate loans
13 085
8.5%
7.6%

Total loans 
29 581
17.7%
9.0%

% net NPLs
1.1%
-30bps
0bps

Robust growth in the loan book 

The Group?s loan book at the end of 1H 2005 totaled  29.6bn, up 18% y-o-y. Retail lending continues to be the driving force behind overall loan growth, with mortgages registering the strongest performance, as mortgage loan balances increased by 27% y-o-y to  10.2bn at the end of June. 

Exceptionally strong growth is experienced in new disbursements after the end of the strikes. The Bank activated an ambitious countrywide marketing and sales campaign to regain much of the ground lost in June. As a result, in the third quarter of the year disbursements reached a record high of  900mil, up 34% y-o-y. Furthermore, the flow of mortgage applications in the same period increased three-fold, which bodes well for the outlook of mortgage disbursements over the remaining of the year.  

Consumer loan balances stood at  3bn at the end of 1H, up 35% y-o-y. This had a positive impact on consumer credit origination commissions, which grew 50% y-o-y. Lastly, there was an 18% increase in credit card balances, crossing the  1.5bn mark.      

Lending to small businesses (with annual turnover up to  2.5mil) also reported satisfactory growth, rising 19% y-o-y, with the balance at the end of 1H standing at  1.8bn and the number of customers now exceeding 43,000, up 8% from the beginning of the year.  

Lending to large corporates was in the region of  13.1bn, up 8% on the beginning of the year.  

Loan book growth has been achieved at the expense of credit quality and this is underscored by the fact that at the end of 1H net non-performing loans, after provisions, represented just 1% of the entire loan book. 

Cost containment remains on course

The organizational and operational restructuring of the Group is a key tenet of NBG?s 3-year Business Plan. Ongoing efforts in cost containment are already beginning to yield results. 

Operating expenses (in   mil)
30.6.05
30.6.04
±

Staff costs
419.4
427.6
-1.9%

Administrative expenses
180.9
193.3
-6.4%

Total operating expenses
661.4
686.1
-3.6%

Cost to Income
56.0%
63.7%
-770bps 

The positive developments in containing operating expenses during the 1H of 2005 continued in the second quarter. As a result, operating expenditure in 1H 2005 declined by 3.6% y-o-y. This trend is underpinned by the anticipated reduction in staff costs following last year?s voluntary retirement programme and the continued cost control, particularly in general and administrative expenses, which were slashed by 6.4%.  

The growth in income in parallel with cost containment improved the cost/income ratio further to 56%, 8 percentage points lower than in 1H 2004.

A expanding footprint in Southeast Europe

The Group?s loan book in Southeast Europe reported brisk growth of 59% on an annual basis, totaling  1.7bn. Retail lending led the way, posting growth of 128% y-o-y. 

SE Europe (in  mil)
30.6.05
30.6.04
±

Loans
1 724
1 082
+59%

Total income
107.9
80.2
+35%

Profits before tax
43.4
14.8
>100%

The strong performance in lending business, particularly retail lending, fuelled a sharp improvement in interest income and commissions in 1H 2005, by 48% and 29% respectively. Profit before tax soared to  43mil, representing 10% of total Group profit. 

The total number of branches in Southeast Europe now stands at 226, compared with 206 at the end of 2004. The Group is rapidly expanding in Romania where 9 new branches have been operating since the beginning of the year, while 5 new branches have been put in operation in Serbia.

Enhancement of the core deposit base and high yield assets under management 

Savings and sight deposits grew by 8% during 1H to  32.2bn. Given the growing importance of these deposits, as well as the general market trend in this segment, this development is seen as particularly encouraging. 

Overall, the deposits grew by 5.3% during 1H, reaching  43bn. Growth in total deposits, however, lags behind growth in savings and sight deposits, affected by the decline in the repos market, an industry-wide trend. 

One of management?s key strategic objectives is to strengthen the Group?s position in the mutual fund market, and particularly in fee rich non-money market funds. Group initiatives in this front led to impressive gains in fixed-income, mixed and equity funds by 5 percentage points, with the result that the Group?s market share had topped 16% at the end of August.

Strengthening the capital base

Capital Adequacy Ratios
30.6.05
1.1.05

Core Tier-I 
8.5%
8.0%

Total Tier-I 
12.1%
11.0%

Total Capital Ratio
15.7%
13.5%

The Group?s capital base strengthened yet further in 1H 2005. The Group?s core Tier-I capital adequacy ratio is estimated to 8.5%, up 50bps since the beginning of the year. Likewise, the total capital adequacy ratio (Tier-I and Tier-II) stood at 15.7% at the end of June. The strong capital base represents a strategic advantage for the Group supporting continued growth in Greece and the wider region of South-eastern Europe.

Group income statement

in  mil
1H 2005
1H 2004
±%

2Q  2005
1Q 2005
±%

Net interest income
 802.7
 696.4
15.3%

401.2
401.4
0.0%

Net commission income
 204.6
 194.1
5.4%

99.5
105.1
-5.3%

Net premia from insurance contracts
 45.5
 45.9
-0.9%

22.4
23.1
-3.0%

Income from dividends
 8.3
 8.8
-5.7%

6.1
2.2
+177%

Income from private equity
 15.5
 8.0
+93.8%

8.7
6.8
+27.9%

Core income
1 076.6
 953.2
+12.9%

 537.9
 538.7
0.0%

Earnings from financial transactions (1)
 62.0
 59.0
+5.1%

 27.9
 34.1
-18.2%

Other income
 43.3
 64.5
-32.9%

 25.0
 18.3
+36.6%

Total income
1 181.8
1 076.7
9.8%

 590.8
 591.0
0.0%

Staff costs
(419.4)
(427.6)
-1.9%

(211.4)
(208.1)
+1.6%

Administrative expenses
(162.7)
(170.4)
-4.5%

(82.2)
(80.5)
+2.1%

Other expenses
(18.2)
(22.9)
-20.5%

(9.5)
(8.7)
+9.2%

Depreciation
(61.0)
(65.2)
-6.4%

(30.5)
(30.5)
0.0%

Total operating expenses
(661.4)
(686.1)
-3.6%

(333.6)
(327.8)
+1.8%

Impairment losses on loans & advances
(98.0)
(86.9)
+12.8%

(51.7)
(46.3)
+11.7%

Share of profit of associates
11.4
5.5
+107.3%

10.6
0.8
+1230%

Profit before tax & minority interests 
 433.9
 309.2
+40.3%

 216.1
 217.7
-0.7%

Tax
(86.7)
(98.7)
-12.2%

(33.1)
(53.6)
-38.2%

Net profit
347.2
210.5
64.9%

183.0
164.1
11.6%

Minority interests
(17.2)
(7.1)
142.3%

(10.0)
(7.1)
40.8%

Net profit of the Bank
330.0
203.4
62.3%

173.0
157.0
10.2%

(1)  Net trading income & net result from investment securities.

Group Loans
 
 
 





in  mil
30.06.05
30.06.04
±y-o-y%

31.03.05
31.12.04
±ytd%

Mortgages
10 190
8 053
26.5%

9 683
9 194
+10.8%

Consumer loans
2 955
2 184
35.3%

2 732
2 639
+12.0%

Credit cards
1 540
1 307
17.9%

1 482
1 445
+6.6%

Small business lending
1 811
1 523
18.9%

1 749
1 695
+6.8%

Retail lending
16 496
13 066
26.2%

15 646
14 973
+10.2%

Corporate lending
13 085
12 064
8.5%

12 576
12 156
+7.6%

Total loans & advances to customers
29 581
25 130
17.7%

28 222
27 129
+9.0%

Less: Allowance for impairment on loans & advances to customers
1 180
1 063
11.0%

1 151
1 076
+9.7%

Loans & advances to customers (net)
28 401
24 067
18.0%

27 071
26 053
+9.0%

Group deposits (in   mil)
30.06.05
30.06.04
±y-o-y%

31.03.05
31.12.04
±ytd%

Savings
26 761
24 412
9.6%

25 052
25 105
6.6%

Sight
5 459
4 617
18.2%

4 660
4 748
15.0%

Core deposits
32 220
29 029
11.0%

29 712
29 853
7.9%

Time
9 304
10 404
-10.6%

9 120
8 593
8.3%

Total deposits
41 524
39 433
5.3%

38 832
38 446
8.0%

REPOs
 929
1 758
-47.2%

 869
2 162
-57.0%

Other due to customers
 559
315
77.5%

 563
 257
117.5%

Total due to customers
43 012
41 506
3.6%

40 264
40 865
5.3%

