NINE MONTH 2007  RESULTS

52% INCREASE IN CORE PROFIT
“Profitability and business volumes of Piraeus Group continued the fast pace of growth in the nine months 2007. Loans grew by 43% and deposits by 27% on a yearly basis. This significant increase of business activities led to net profit in the 9month period of €512 mn, up by 50% y-o-y, while core profit was up by 52%. 

This performance and the recent completion of the Bank’s €1.35 bn share capital increase, in combination with the fast expansion of Piraeus Group activities to the broader geographical region of South Eastern Europe and Eastern Mediterranean, made the revision of our Business Plan necessary. According to the revised Business Plan, which is based on organic growth, Piraeus Bank Group’s total assets will be close to €80 bn by the end of 2010 compared to €40 bn today, while net profit of 2010 will reach €1.2 bn”. 

Michalis Sallas, Chairman of the Board of Directors

KEY PERFORMANCE POINTS OF THE 9M 2007 PERIOD  

· Increase of Group’s profit after tax and minorities by 50% up to €512.1 mn against €342.1mn in 9m 2006. Earnings per share €1.83 versus €1.23 last year, increased by 49% 
· Increase of core profit, excluding the net revenues that resulted from the unwinding of the cross-shareholding with ING in 2006 and the selling of the stake in Bank of Cyprus this year, by 52% to €358.8 mn from €236.7 mn last year

· Improvement of return on equity ratio (RoE) to 34.9% from 29.9% in 9m 2006 and return on assets ratio (RoA) to 1.83% from 1.68% respectively 

· Net interest income on average interest earning assets (NIM) at 3.01%

· Increase of net interest income by 28% and net commission income by 25% y-o-y

· Improvement of cost to income ratio to 42.7% compared to 46.6% previous year

· Loan portfolio grew by 43% and deposits grew by 27% y-o-y 

· Significant increase of international operations’ volumes: doubled loan portfolio (100%), growth of deposits by 44% y-o-y

· Expansion of branch network to 690 branches in September 2007, out of which 309 branches in Greece and 381 branches abroad
REVISED BUSINESS PLAN TARGETS BY 2010 
· Group assets will be close to €80 bn versus €40 bn today
· Profit attributable to shareholders €1.2 bn in 2010 (CAGR 29% from €435 mn in 2006), with international activities contributing 26%
· RoavE after tax and minorities above 25%  

· Cost to income ratio below 42%
· Non performing loans (NPLs) below 2.5%
· Capital adequacy ratio above 10% with the Core Tier I above 7.5%
· 1,200 branches and 16,500 employees 
PIRAEUS GROUP BALANCE SHEET 

At the end of September 2007, the Group’s total assets reached to €40,420 mn against €28,719 mn in September 2006, increased by 41%. Loan portfolio posted a significant annual growth rate of 43%, climbing to    €28,138 mn at the end of September 2007.
Mortgage lending reported an increase of 29% y-o-y, with balances up to €5,373 mn in September 2007 against €4,157 mn a year ago. Consumer loan portfolio grew by 43% y-o-y, reaching €4,048 mn at the end of September 2007 versus €2,836 mn a year ago. Total loans to individuals constituted 33% of the loan portfolio at the end of September 2007.
Loans to small and medium-sized enterprises, a segment in which the Group holds specific strategic approach, strong position and expertise, grew impressively by 55%, amounting to €12,603 mn at the end of September 2007, compared to €8,123 mn a year ago. This segment accounts for 45% of the Group’s total loan portfolio. Loans to medium - large corporates, including shipping constituted 22% of the total loan portfolio and amounted to €6,113 mn at the end of September 2007 versus €4,552 mn a year ago, up by 34%.

The loan portfolio quality recorded significant improvement, as non-performing loans (NPLs) were 2.1% of gross loans, lower by 0.3% against 2.4% in September of the previous year. This is an outcome of the implementation of prudent credit policy, effective management of the impaired loan portfolio and write-offs of claims against existing provisions, which amounted to €61 mn (write-offs) in 9m 2007. The coverage ratio of NPLs by cumulative provisions stood at 67%, while the ratio exceeds 100% when collaterals are taken into account. 
Deposits & retail bonds sold to customers through the branch network reached €21,398 mn, raised by 27% y-o-y. Savings and sight deposits posted an annual increase of 11%, while term deposits, repos and retail bonds issued grew by 38%. 

Senior bonds issued by the Bank (through ECP and EMTN programmes), as well as residential mortgage backed securities reached €7,039 mn at the end of September 2007 from €5,242 mn a year ago, up by 34%. Subordinated debt and hybrid bonds amounted to €1,004 mn at the end of September 2007 as a year ago. 
The high growth rate of customer loans led to a ratio of “loans to customer deposits” of 130% in September 2007, while taking into account debt securities held by institutional investors, mainly abroad, the ratio stands at 98%.

Total equity of the Group at the end of September 2007, following the successful completion of the recent €1.35 bn rights issue (oversubscribed by 1.8 times) amounted to €3,315 mn. Shareholders’ funds rose respectively to €3,101 mn (+115%) at the end of September 2007. Total regulatory capital of the Group amounted to €3,760 mn at the end of Sept. ‘07, while capital adequacy ratio is 13.3% with Core Tier I at 10.7%.
INCOME STATEMENT ANALYSIS OF PIRAEUS GROUP 
Group’s profit after tax and minority interests increased by 50% in 9m 2007, amounting to €512.1 mn against €342.1 mn in 9m 2006. After tax basic earnings per share, based on the average number of shares, rose to €1.83 from €1.23 last year, an  increase of 49%. Net profit excluding the gains from the unwinding of the cross shareholding with ING last year and the selling of stake in Bank of Cyprus this year, increased by 52% and reached €358.8 mn against €236.7 mn in 9m 2006. 
Pre tax profit climbed to €596.3 up from €423.4 mn in 9m 2006, an increase of 41%. Core profit before tax (excluding trading gains) reached €383.5mn against €264.2 mn last year, an increase of 45%.

Total net revenues reached €1,183.5 mn at the end September 2007, a growth of 33%. Net interest income rose by 28%, amounting to €642.1 mn compared to €500.5 mn in 9m 2006. Net interest margin (net interest income on average interest earning assets) stood at 3.01% in 9m 2007 against 3.29% in 9m2006. 

Net commission income totalled €164.2 compared to €131.7 mn in 9m 2006, an increase of 25%. In particular, net fee and commission income from commercial banking rose by 24%, fees from investment banking activities increased by 29%, while asset management fees also rose significantly by 20% versus the respective 9m 2006. 
Net trading income and gains from investment securities reached €212.8 mn in 9m 2007 versus €159.2 mn a year ago, up by 34%. It is noted that in the nine month 2007 net trading gains contain the profit from the placement of the BoC stake (€159.3 mn), while the respective figure in 2006 includes the profit from the unwinding of the cross shareholding with ING (€129.8 mn).
Other operating income, which includes revenues from other banking and real estate activities, amounted to €154.4 mn in 9m 2007 versus €87.1 mn in 9m 2006, up by 77%. The maturing of the Group’s investments in the real estate sector already generates significant results, accounting for 64% of other operating income. Part of this real estate income stems from the recurring revenue of the affiliated company PICAR SA, which manages the CITY LINK building in the center of Athens, while the financial leasing cost of this building, paid to the Army Pension Fund, is charged against the Group’s interest expense line. The 33% of other operating income comes from financial services companies, in which AVIS operating leasing company, acquired in July ’07, is also included. AVIS along with the other Group’s subsidiary Best Leasing are holding leading position in the Greek operating leasing market. The remaining 3% of other operating income is generated from other subsidiary companies.
Operating expenses in Greece reached €391.6 mn in 9m 2007 versus €346.0 mn last year, an increase of 13%. Including the respective cost of international activities, total operating cost reached €508.2mn versus €423.4 mn a year ago, up by 20%. 

The rise of expenses is the result of the rapid expansion of business, both domestically and internationally. In the last 12 months, 200 new branches were added to the Group (17 in Greece and 183 abroad), of which 86 branches come from the recently acquired International Commerce Bank (ICB), Ukraine. The number of employees increased by 2,966 (835 in Greece and 2,131 abroad) to 11,945, with ICB contributing 900 employees.  
Due to this significant organic growth, the Group’s staff expenses amounted to €261.6 mn in 9m 2007 compared to €218.1 mn in 9m 2006, higher by 20%. Staff expenses in Greece amounted to €203.8 mn in 9m 2007 against €185.3 mn last year, up by 10% (personnel retention scheme not included), while the respective international operations amount increased by 53%, because of the significant increase in personnel and branch network abroad.  

General administrative expenses in Greece equalled €146.0 mn in 9m 2007 versus €127.3 mn last year, showing a rise of 15%. Including the cost of the international operations, the respective amount reached €200.8 mn versus €163.4 mn in 9m 2006, up by 23%. The latter increase is mainly related to the enlargement of the Group’s branch network, in addition to the significant enhancement of the activity volumes. 

Profit/loss from property and equipment disposal, which according to IFRS is included in operating expenses, equalled to €3.0 mn of profit against €9.2 mn of profit last year. 

Depreciation expense was €45.8 mn versus €41.9 mn last year, increased by 9%, mainly related to the expansion of the Group’s subsidiaries abroad.

The cost to income ratio remained at the level of 42.7% versus 46.6% last year, improved by 390 basis points. Excluding the revenues from the Bank of Cyprus stake in 2007 and the ING in 2006, the ratio stands at 49.3% against 54.5% last year, reporting improvement of 520 basis points. 

Impairment losses on loans and advances were €84.7 mn in 9m 2007, raised by 58% versus 9m 2006 (€53.7 mn) due to the significant enlargement of the loan portfolio. 

After-tax and minorities RoE presented a significant improvement and reached the very satisfactory level of 34.9% versus 29.9% last year, while after-tax RoA advanced to 1.83% versus 1.68% a year ago. 
INTERNATIONAL ACTIVITIES OF PIRAEUS GROUP
Loan portfolio from international operations presented an outstanding growth rate of 100% y-o-y, reaching €5,155 mn and accounting for 18% of the Group’s loans. International deposits increased by 44%, reaching €3,001 mn and contributing 14% to Group’s deposits. 

The international presence of the Group consists of 381 branches from 198 in Sept. 2006, mainly due to the acquisition of ICB and the doubling of the branch network in Romania and Serbia. For the first time the international branch network exceeds the one in Greece, accounting for 55% of total Group branches. 

The respective number of employees increased by 65%, reaching 5,406 by the end of September 2007. The Group strengthened its market share in all countries, as it is growing at a faster pace than the markets where it operates.
Group’s profit attributable to shareholders from international operations amounted to €65.6 mn. The contribution of international operations in the Group’s net profit, excluding the revenue from the sale of the BoC stake, was 18% in 9m 2007 from 13% in 9m 2006 (excluding the revenue from ING respectively). Net revenues increased by 87%, while total operating cost by 51%. The latter increase is the consequence of organic growth and the expansion of activities abroad.
LATEST DEVELOPMENTS

· Successful completion of Piraeus Bank’s Share Capital increase by €1.35 bn by cash contribution, over-subscribed by 1.8 times
· Approval from supervisory authorities of the acquisition of the 99.6% of the share capital of the Ukrainian International Commerce Bank (ICB)  
· Fitch Rating has affirmed the credit rating of Piraeus Bank S.A. to BBB+/ F2 / Positive outlook  

PIRAEUS BANK’S SHARE DATA 

In the last twelve months, the closing price of Piraeus Bank’s share fluctuated between €27.52 (maximum, on 29.10.07) and €21.13 (minimum, on 01.12.06). The Bank’s market capitalisation was €9.3 bn on 30.10.07, ranked 6th in ATHEX. The number of outstanding shares of Piraeus Bank at the end of September 2007 was 337,743,789, while the weighted average during 9m 2007 period (excluding treasury stock) was 279,073,496. The liquidity of Piraeus Bank stock in ATHEX remains particularly high, with a percentage of 87.3% (Oct. ’06-Sept. ’07) compared to 60.9% of the banking index respectively. 










