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PRESS RELEASE
Alpha Bank Results 

Net Profit in Q4 2005 at Euro 141.9 million (+48.3%)

Net Profit in 2005 at Euro 502.2 million (+23.0%)

Dividend of Euro 0.84 per share

Bonus Shares Issue 4 new for every 10 old
“I am pleased to report an excellent set of results. This is the culmination of a process to increase profitability and gain market share by applying our expansion strategy with diligence, persistence and hard work. The very same qualities that will make us grow and prosper in the years to come, in line with our Agenda 2010 business targets.”
Yannis S. Costopoulos, Chairman

“In the last quarter of 2005, our business continued to expand briskly surpassing market growth, both in Greece and in Southeastern Europe. Our strong performance in volume growth is reflected in our profits being higher by 48.3% compared with the same quarter of 2004. For the year as a whole, earnings per share grew by 22.2%. This is the result of methodical and concerted work by the Personnel of the Group which should be congratulated for making this possible. Conditions have been now firmly established for sustaining this sound performance over the longer term.”

Demetrios P. Mantzounis, Managing Director
FINANCIAL SUMMARY 
· Earnings per share up by 22.2% at Euro 1.76 from Euro 1.44 last year
· Recurring profits up by 26.8% to Euro 586.5 million 

· Net Interest Income up by 16.1% to Euro 1,224.9 million 
· Fee and commission income up by 6.5% to Euro 354.3 million
· Recurring cost to income ratio improved markedly to 48% from 53% last year  

· Return on equity at 23.1% 
· Capital adequacy strong at 13.5% with Tier I at 10.4% and core Tier I at 7.8% at end-December 2005
KEY DEVELOPMENTS
· Greek Retail gains market share. 
Consumer credit and mortgages grow by 40% and 36.4% respectively, raising Alpha Bank’s market shares to 12.6% and 15% from 11.5% and 14.3% a year earlier.   

· Southeastern Europe business expands rapidly bringing in 9% of pretax profits. 
Lending grows by 34%, deposits by 39%, while pretax profits grow faster by 64% to Euro 58.2 million.  
· Costs under control despite rapid business growth. 
Recurring personnel costs and general expenses rise by 4.2%, with overall cost growth limited to a better-than-expected 3.9%.  
· A rigorous implementation of the Agenda 2010 expansion plan is underway.
The aim is to become one of the largest banks in the region of Southeastern Europe with a network of 1,200 branches and a 15% market share including Greece. As a result, in the period 2006 – 2008 profits per share are expected to rise on average by 20%. 
	(in Euro million)              
	2005
	2004
	% change 
	Q4 2005
	Q4 2004
	% change 

	Operating Income
	1,723.7
	1,577.2
	9.3%
	467.4
	416.4
	12.2%

	Operating Expenses
	823.5
	810.2
	1.6%
	211.3
	206.6
	2.3%

	Net Profit 
	502.2
	408.2
	23.0%
	141.9
	95.7
	48.3%

	EPS (in Euro)
	1.76
	1.44
	22.2%
	0.50
	0.34
	47.1%

	Recurring Income
	1,649.4
	1,458.9
	13.1%
	441.7
	394.3
	12.0%

	Recurring Costs
	796.1
	766.1
	3.9%
	202.8
	206.6
	-1.8%

	Recurring Profits
	586,5
	462.7
	26.8%
	170.0
	124.7
	36.3%

	Cost / Income Ratio
	48.3%
	52.5%
	…
	45.9%
	52.4%
	…

	Return on equity 
	23.1%
	21.8%
	…
	25.5%
	19.8%
	…

	Capital Adequacy ratio 
	13.5%
	12.3% 
	…
	13.5%
	12.3% 
	…


OVERVIEW OF 2005 PERFORMANCE
In 2005, net profit after tax attributable to shareholders increased by 23% and reached Euro 502.2 million from Euro 408.2 million last year. In Q4 2005, net profit after tax increased by a significantly higher rate of 48.3% to Euro 141.9 million on a yearly basis, a reflection of the improvement in our profitability quarter on quarter. On a recurring basis and excluding trading gains, profit before tax in 2005 expanded by 26.8%, accelerating from 23.5% in the nine month period to September 2005 on a yearly basis.
Νet interest income grew by 16.1% in 2005 and reached Euro 1,225 million, a reflection of our commitment to deliver in our strategy of focusing on high-growth high-spread Greek retail and Southeastern European business. Fee and commission income, adjusting  for income derived from the 2004 Olympic Games, grew in line with our budget for 2005 by 10.6%, benefiting by rapid growth in asset management, investment banking and brokerage, on the back of favourable developments in the capital markets. Income from financial operations at Euro 30.2 million was broadly in line with budgeted levels though lower than last year’s exceptional performance. Finally, other income at Euro 114.3 million grew by 3%. On a recurring basis, total operating income grew by 13.1% to Euro 1,650 million.
Recurring cost growth at 3.9% was better than expected, highlighting our effectiveness in achieving cost containment, one of our primary targets. Of course, the corresponding cost growth in Southeastern Europe was, as expected, significantly higher at 19.6%, on account of our dynamic expansion in the region, whereas cost growth in Greece was contained at 1.8%. Specifically, staff costs adjusted for Jubanka, bonus payments and payments to pension funds grew by 1.8%, which reflects our prudent personnel management despite higher pay increases during 2005 and pressures on hiring owing to our expansion in Southeastern Europe. Moreover, general expenses adjusted for one-offs grew by 4.5% despite rapid expansion of outsourcing operations (+12.7%), though benefiting from lower advertising expenses (-12.1%) as advertising was reduced from its high 2004 Olympic year level. 

Loans and advances to customers (gross) reached Euro 28.4 billion at end-December 2005 growing on a yearly basis by 22.7%, gradually accelerating during the year, with volume growth in the retail lending business consistently outperforming the market. Loan growth in Greece reached 21.8%, while in Southeastern Europe an impressive 33.8%. The latter was achieved even though our ambitious plan to expand in the region is still at an early stage of implementation. Allowances for loan impairment reached Euro 1,040 million or 3.66% of total loans (3.40% in Greece and 5.65% abroad) while Euro 48.7 million were written off during the year. Impairment losses in Q4 at Euro 68 million stood at 98 basis points of gross loans continuing to fluctuate around the 100 basis points historical level and considerably lower than the 110 basis points in the beginning of the year. 
Asset gathering accelerated further, recording a 10.4% growth and reaching Euro 37.7 billion at end-December 2005. Traditional deposits (sight, savings and time) grew by 16.7% (14% in Greece and 38.6% in Southeastern Europe) to Euro 20 billion with time deposits growing by 73.6%, owing to the shift of customer money out of repos and other money-market instruments. Similarly, investment-type balances (such as private banking and non-money market mutual funds) rose by an impressive 50% to Euro 9.3 billion. Finally, placements on Alpha Bank bonds expanded by 20.5% to Euro 4.9 billion. 
BUSINESS UNIT ANALYSIS

CONSUMER AND SMALL BUSINESS BANKING

In 2005, retail banking grew stronger. Mortgages and consumer credit continued to outpace the market, growing by 36.4% (market at 33.8%) and 40% (market at 28.7%) respectively, gaining market share. More specifically, consumer loans expanded by 48.3% (market at 43%) and credit card outstandings by 27.3% (market at about 12%). The dynamic expansion in retail lending is attested by the continuous increase in new disbursements quarter on quarter. This performance has been possible on account of introducing new products and marketing initiatives, with spreads, though weakening, remaining relatively robust. New business departments have been established, dedicated to mortgages, consumer credit and deposit and investment products, so as to sustain growth in retail and continue gaining market share. On the other hand, small business lending (credit limits up to Euro 1 million) grew by 6.7% in 2005 due to continuing portfolio restructuring. Nevertheless, lending to very small enterprises (turnover less than Euro 1 million) with new loan facilities, grew by 48.2%, though from a very small base. This segment is expected to grow faster in the years to come as lending operations are being reorganized in the direction of a more centralized credit approval system. Already, loans to households and small businesses represent 53% of our total loan portfolio. Overall, profit before tax in retail banking reached Euro 292.1 million in 2005, or +46.9% since last year. 
	Retail Banking                                          (in Euro million)              
	2005
	2004
	% change 
	Q4 2005
	Q4 2004
	% change 

	Profit before tax 
	292.1
	198.8
	46.9%
	90.4
	61.5
	47.0%

	Return on Regulatory Capital
	40.2%
	31.4%
	…
	47.2%
	37.0%
	…

	Risk Weighted Assets
	9,087
	7,911
	14.9%
	9,581
	8,304
	15.4%

	Cost / Income Ratio
	51.2%
	62.0%
	…
	47.1%
	58.6%
	…

	Customer Financing (end-period)
	12,638
	9,849
	28.3%
	12,638
	9,849
	28.3%


OPERATIONS IN SOUTHEASTERN EUROPE

One of our primary targets is to strengthen our presence in this region. During 2005, 109 new branches were added to the distribution network, of which 11 in Romania, 12 in Bulgaria and 86 in Serbia through the acquisition of Jubanka. Plans in 2006 are to add another 40, 30 and 11 branches in Romania, Bulgaria and Serbia respectively, so that by the end of this year the network will number 267 branches.  Rapid growth was achieved in 2005, with loans expanding by 33.8% and deposits by 38.6%. In all areas, the retail banking segment is growing fast from a low base, with customers attracted by new products and top service quality. In view of the importance that the Bank attributes in this business, an international retail unit has been established in order to transfer products, knowledge and experience from Greece to these countries. The aim is to establish a strong brand name in the region, similar to the one in Greece. Profit before tax accelerated in 2005, reaching Euro 58.2 million from Euro 35.5 million in 2004, posting an increase of 64%. 

	South Eastern Europe Operations      (in Euro million)              
	2005
	2004
	% change 
	Q4 2005
	Q4 2004
	% change 

	Profit before tax 
	58.2
	35.5
	64.0%
	10.2
	7.1
	43.7%

	Return on Regulatory Capital
	26.6%
	19.3%
	…
	17.8%
	14.7%
	…

	Risk Weighted Assets
	2,737
	2,299
	19.1%
	2,869
	2,407
	19.2%

	Cost / Income Ratio
	63.0%
	61.3%
	…
	72.9%
	65.2%
	…

	Customer Financing (end-period)
	2,865
	2,142
	33.8%
	2,865
	2,142
	33.8%


MEDIUM AND LARGE CORPORATES

Lending to medium-sized and large corporates (including shipping) reached Euro 13.2 billion at end-December 2005, growing by 15.3% from last year. Profit before tax in 2005 reached Euro 164.4 million, an increase of 3.4% since last year. 

	Medium and Large Corporates                        (in Euro million)                                
	2005
	2004
	% change 
	Q4 2005
	Q4 2004
	% change 

	Profit before tax 
	164.4
	159.0
	3.4%
	42.8
	41.0
	4.4%

	Return on Regulatory Capital
	18.9%
	18.9%
	…
	19.3%
	19.5%
	…

	Risk Weighted Assets
	10,899
	10,527
	3.5%
	11,069
	10,545
	5.0%

	Cost / Income Ratio
	26.4%
	27.3%
	…
	24.8%
	24.8%
	…

	Customer Financing (end-period)
	13,180
	11,434
	15.3%
	13,180
	11,434
	15.3%


ASSET MANAGEMENT AND INSURANCE

Non-money market mutual funds increased by 73.4% to Euro 4.8 billion at end-December 2005, as a result of customer asset diversification towards higher-return investment products such as funds of funds, best-of-strategies products etc. Our market share in non-money market mutual funds has increased to 21.3% from 19.4% a year earlier. Domestic equity mutual funds reached Euro 1.25 billion, or a market share of over 25%, making us the No. 1 player in this high gross revenue margin market. Moreover, private banking assets grew by 32% at end-December 2005, reaching Euro 4.2 billion from Euro 3.2 billion a year earlier. Our asset management and private banking business are expected to grow faster in the years to come. This will be achieved by offering a more competitive product line and through aggressive reorganization of the sales effort in asset management and by establishing a more structured model of wealth management in private banking. Finally, in insurance, even though volume growth remained subdued, our strategy on putting emphasis in sectors with higher returns and effective cost management resulted in a significant profit increase. Overall profitability in this business unit posted a 65.0% increase and reached Euro 60.9 million from Euro 36.9 million a year ago.   
	Asset Management & Insurance                (in Euro million)                        
	2005
	2004
	% change 
	Q4 2005
	Q4 2004
	% change 

	Profit before tax 
	60.9
	36.9
	65.0%
	20.1
	16.2
	24.1%

	Return on Regulatory Capital
	50.3%
	30.8%
	…
	66.4%
	54.2%
	…

	Risk Weighted Assets
	591
	566
	4.4%
	582
	571
	1.9%

	Cost / Income Ratio
	56.2%
	61.8%
	…
	44.9%
	50.2%
	…

	Customer Funds (end-period)
	9,643
	8,027
	20.1%
	9,643
	8,027
	20.1%


INVESTMENT BANKING AND TREASURY 

Investment banking and brokerage fees expanded in 2005 by 32% and 29% respectively compared to last year, reflecting favorable developments in the capital markets. In contrast, profitability of treasury operations was substantially reduced compared with 2004, though at Euro 34.6 million remaining very close to budgeted levels. Overall, profit before tax reached Euro 43.6 million from Euro 102.1 million last year.
	Investment Banking and Treasury      (in Euro million)                      
	2005
	2004
	% change 
	Q4 2005
	Q4 2004
	% change 

	Profit before tax 
	43.6
	102.1
	-57.3%
	18.8
	14.4
	30.6%

	Return on Regulatory Capital
	22.8%
	69.6%
	…
	34.1%
	40.7%
	…

	Risk Weighted Assets
	2,386
	1,834
	30.1%
	2,754
	1,766
	55.9%

	Cost / Income Ratio 
	42.9%
	23.8%
	…
	32.5%
	37.8%
	…


DIVIDEND POLICY – ISSUANCE OF BONUS SHARES 
In light of the increased profitability and achievement of our financial targets, the Board of Directors has resolved to recommend to the Annual General Meeting of Shareholders a dividend of Euro 0.84 per share, an increase of 40% compared to last year’s Euro 0.60 adjusted dividend. In addition, the Board of Directors will recommend the issuance of 4 bonus shares for every 10 shares held. 

Enquiries:

Alpha Bank 

Marinos Yannopoulos, General Manager and C.F.O.
                                     

Tel.: +30 210 326 2366
Michael Massourakis, Manager, Economic Research 
and Investor Relations  
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www.alpha.gr
Financial Dynamics 
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