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ANALYSIS OF SHAREHOLDERS
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FINANCIAL HIGHLIGHTS

Category of Shareholders

Public or Private Companies,

Insurance Companies, Partnerships,

Business Names, Municipalities

Private Individuals

Provident Funds, Trusts, 

Pension Schemes, etc.

Clubs, Churches, Institutions

Marfin Popular Bank Staff

Investment Schemes registered

in the name of companies,

Mutual Funds

Total

1.043

73.872

286

46

2.357

131

77.735

471.309.728

408.887.839

33.537.468

7.746.369

25.852.111

29.001.693

976.335.208

48,27%

41,88%

3,44%

0,79%

2,65%

2,97%

100,00%

No. of 

Shareholders

No. of 

Shares

Percentage

%

Profit before provision for 

impairment of advances

Profit attributable to the owners of the Bank

Capital resources

Share capital

Reserves

Non- controlling interests

Total equity

Loan capital

Total capital resources

Customer deposits

Advances to customers

Total assets

Per ordinary share

Earnings - cent

Dividend - cent

494.061

394.563

705.607

2.724.214

139.755

3.569.576

725.907

4.295.483

24.828.269

23.427.226

38.367.152

48,3

15,0

450.350

173.872

720.930

2.914.992

123.321

3.759.243

1.050.501

4.809.744

23.885.776

25.082.163

41.828.363

20,8

8,0

366.643

87.080

834.799

2.700.712

105.863

3.641.374

1.267.931

4.909.305

25.508.361

26.417.333

42.580.486

10,2

32,0

644.695

563.338

680.613

2.708.982

92.623

3.482.218

604.049

4.086.267

20.694.917

17.615.108

30.257.573

72,1

35,0

259.053

147.063

675.169

2.200.361

161.863

3.037.393

624.022

3.661.415

16.015.982

11.878.568

22.511.085

44,1

30,8

2010

xx '000

2009

x '000

2008

x '000

2007

x '000

2006

x '000

Interim dividend of x 22,0 cent and a final dividend of x 10,0 cent.

(1)

(1)
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Dear shareholders,

2010 was a challenging year for Marfin Popular Bank Group. Despite the adverse economic and business environment that hit for a second consecutive

year our home markets, Cyprus and especially Greece, we successfully managed to maintain our healthy expansion and improve our position in Southeast

Europe. 

The Cyprus economy, after a mild recession, returned to positive growth in 2010, mainly driven by tourism activity, export trade and a resurgent financial

and business services sector. Growth prospects for the Cypriot economy remain favourable, subject to the risks of the ongoing financial turbulence in the

European Union. The commitment of the government to bring fiscal balances in line with Eurozone norms and requirements in the next two years is

encouraging. Cyprus banking remains in sound financial conditions relying on a strong capital position. These factors, coupled with conservative lending

practices and effective supervision, will help shielding the banking system from outside pressures.

In the beginning of 2011, against an adverse economic and business background, MPB Group achieved the biggest capital increase ever completed by a

Cypriot listed company, in our hundred years’ history, amounting to x 488,2 million. The capital increase was oversubscribed by 1,1 times and offers the

Group the opportunity to: (a) meet Basel III regulatory requirements, (b) consolidate its already strong position in Cyprus, (c) selectively expand in South

East Europe. The fact that we achieved to carry out so successfully the biggest capital increase in the Bank’s history is a clear evidence of investors’

confidence in the Group’s future performance.

Our solid balance sheet expansion during 2010 is reflected in a combination of robust regulatory funds and high liquidity ratios. Total regulatory funds, after

the successful capital increase completed at the beginning of 2011, rose to x 3,7 billion, with total capital adequacy ratio and Tier I ratio standing at 13,7%

and 12,0% respectively. The loan-to-deposit ratio was maintained at levels close to 100% underpinning the comfortable liquidity of the Group. The Group’s

capital ratios and liquidity continue to position it among the best capitalized and most highly liquid banks in the Eurozone banking sector.

In 2011, we aim to fully leverage the current dynamism of the Group. Marfin Popular Bank Group is very well positioned to capture every opportunity arising

in the future. All of us in the family of MPB are aware of the difficulties and challenges we have to overcome during 2011. However, everyone of us is

convinced that through hard work and commitment our targets can be achieved. 

Finally, I would like to thank you, our shareholders, for the trust you have shown in us in this uncertain and adverse economic environment and express

my appreciation to all our employees in the family of Marfin Popular Bank for their immense efforts and their loyalty to our Group. 

Andreas Vgenopoulos
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Dear fellow shareholders,

There is no doubt that 2010, despite the challenging international economic environment, was a year during which Marfin Popular Bank Group experienced

further growth, improved consolidation and shielding of its balance sheet, while significant initiatives were taken towards strengthening our capital base.

These initiatives were successfully completed in early 2011.

The international economic crisis of the last three years, coupled with an unprecedented recession of the Greek economy during the last years has created

a demanding and challenging environment, especially for the banking industry. Cypriot banks, despite their strong deposit and capital base, were, nevertheless,

indirectly affected by the international financial crisis and the exclusion of the Greek sovereign from international capital markets. At the same time, the

continuous credit downgrades of Greece and most recently of Cyprus by international credit rating agencies contributed to an increased deposit cost, resulting

in a negative impact on the banking system’s total revenues. 

However, during the last twelve months, on the back of thorough planning and significant effort by our management team, we were able to cope with the

adverse conditions, aiming at setting off in 2011 from a much stronger base with regard to our organizational structure, strategic positioning, capital base

and financial results.

Specifically, Group organic revenues reached x 910 million in 2010, 5% higher compared with 2009, as a consequence of strong growth of net interest

income by 12% which reached x 710 million in 2010, despite a decline of 12% of net fee and commission income to x 201 million on an annual basis, as

a result of subdued demand for new loans and also restrained activity in capital markets.   

Group total operating income was x 1,012 million for 2010, 6% lower compared with 2009, mainly due to lower financial and other income, as a result of

the deterioration in fixed income markets. 

Net interest margin improved significantly to 1,82% in 2010 from 1,72% in 2009, reflecting the significant efforts made to proper asset repricing across all

geographical areas. At the same time, total assets increased by 2% reaching x 42,6 billion at the end of December 2010.

Group operating expenses registered a small increase of 3% year-on-year to x 646 million in 2010, compared with a 6% annual growth in 2009 and 11%

in 2008. Growth deceleration of operating expenses indicates the considerable efforts that have been exerted in order to improve the Group’s efficiency

and productivity. The initiatives taken on the cost side during 2010 are expected to lead to a further deceleration of cost growth in 2011.

During 2010, total Group loans registered a 6% annual increase to x 27,4 billion. The increase was mainly the result of a 12% increase in loans in the

Cyprus market, where the Group achieved a significant increase in its market share from 16,1% to 17,0%. Mortgage loans increased 11% year-on-year,

despite the deceleration registered in demand from households. Business loans rose 7% on annual basis and stood at x 19 billion in 2010. Shipping loans

reached x 1,4 billion in 2010, a high quality loan portfolio with nil non-performing loans.

During 2010, assets under management, including Group deposits, reached x 29,5 billion, 4% higher year-on-year. Group deposits increased by 7% on

an annual basis reaching x 25,5 billion, outpacing the 6% increase in loans. As a result, the loan-to-deposit ratio improved by 100 basis points to 104% at

the end of 2010, as against 105% at the end of 2009. International business banking (IBB) deposits stood at x 6,0 billion at the end of 2010, 35% upon

2009. Private banking assets increased 10% in 2010 and stood at x 4,6 billion. The increase in Group assets under management in conjunction with the

Best Private Bank in Greece prize, recently awarded to the Private Banking division by Euromoney Magazine indeed confirm our customers’ confidence in

our Bank.

It should be further noted, that despite the difficult conditions prevailing in international markets, the gradual maturing of our branch network in countries

other than Cyprus and Greece, increased cross-selling led net interest income from international operations to x 123,8 million, 6% higher in 2010. As a result,

net losses of x 13,5 million in 2009 reversed to x 18,6 million net profit in 2010.

The strategic expansion of our international subsidiaries has started generating significant growth both in credit and deposit markets, a trend expected to

continue in the current year. Deposits rose by 18% and reached x 2,7 billion in 2010, exceeding the 5% increase in loans. Consequently, the loan-to-deposit

ratio decreased to 108% in 2010 versus 123% in 2009. This is due to the Bank's ongoing effort to further penetrate the deposit market in countries offering

strong growth potential, such as the United Kingdom, Romania and Ukraine.

The conditions that prevailed in the economies of the countries we operate in resulted in Group non-performing loans climbing to 7,3% at the end of 2010

compared with 6,1% at the end of 2009. Cumulative provisions for impaired loans rose to x 1 billion for 2010, reflecting a very comfortable coverage ratio

of 51% at consolidated level, unchanged from the previous year.

Net profit attributable to shareholders, adjusted for one-off tax charges in Greece, stood at x 95,3 million in 2010, 45% lower year-on-year, as a result of

lower financial income recorded by the Group during the same period. Net profit attributable to shareholders reached x 87,1 million in 2010.
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At this point, I would like to stress that the level of profitability in 2010 is not indicative of the potential of our Group. With the expected, but admittedly

slow, normalization of deposit margins and impairment charges to levels reflecting a normal economic cycle, we are convinced that we can achieve much

more while proving our Group’s potential to its shareholders. The gradual improvement in the economies of the countries in which we are present will have

a positive effect on our financial results. Cyprus’ economy, following a moderate recession, began to show signs of growth with GDP increasing by 1% in

2010 and is expected to grow further by 1,5% to 2% in 2011. Furthermore, all countries in southeastern Europe where the Group has presence are expected

to demonstrate significant GDP growth in 2011. In particular, the GDP of Ukraine is expected to grow by 4,5%, Russia by 4,3%, Estonia by 3,5%, Serbia

by 3% and finally Romania by 1,5%.

In parallel, during 2010, we worked out two specific actions which would lead to the enhancement of our capital base and to the alignment of our international

footprint with the Group’s stated strategy of increasing its presence in countries offering high growth potential. Both these actions were succesully

completed during the first two months of 2011.

It is worth noting that our x 488,2 million share capital increase was oversubscribed by 1,1 times, even though no underwriters had been engaged and no

significant discount on the issue price was offered. There was considerable demand from both domestic and international investors despite the adverse

stock market environment, actually demonstrating investors’ interest and support for the Group's strategy.

In February 2011, we completed the sale of 85% of our subsidiary in Australia at a high valuation multiple, 1,7 times its net book value. The transaction is

expected to result in an approximately x 53,0 million of capital gain which will be recognized in 2011.

Proforma total regulatory capital for 2010, taking into account the capital increase and the disposal of Laiki Bank Australia, reached x 3,7 billion. As a result,

our Tier I and capital adequacy ratios stood at 12% and 13,7% respectively, positioning the Group among the best capitalized banking groups in the

Eurozone. At this point, it is worth pointing out that our Group has not participated in any government support program, and that our end-of-2010 capital

adequacy and liquidity ratios were the highest amongst our peer group.

Furthermore, the cross-border merger leading to the absorption of Marfin Egnatia Bank by Marfin Popular Bank was completed at the end of the first-quarter

2011. The merger is expected to improve the organizational structure of the Group and enhance operational efficiencies.

We, the management and personnel of Marfin Popular Bank Group, feel proud for what we have achieved over the last twelve months, as well as for the

collective effort that has allowed us to overcome the challenges we were faced with. At the same time, and throughout this period, we have not stopped

playing a major role in supporting the economies of the countries in which we operate both in terms of corporate as well as retail clients.

Moreover, in 2010, we introduced value-added banking services and products, which had a positive impact on our Group’s profile. In particular, in April

2010, Marfin Laiki eBank introduced mobile banking and mobile trading, which offer banking and broking services via mobile phones. These services complete

the range of services we offer over the telephone. In 2010, Marfin Laiki eBank was declared by Global Finance magazine for a second time, as the Best

Internet Bank in Cyprus 

Additionally, our Group with a sense of social responsibility launched a new series of retail banking products, under the name colour-it-green, which are

addressed to the Greek and the Cypriot market. These products contribute to green development by offering solutions to customers that are environmentally

sensitive. The colour-it-green loan for the development of renewable energy sources provides funding for the purchase of photovoltaic, wind, and solar systems.

Furthermore, the colour-it-green programme for vehicles provides funding for the purchase of environmentally friendly hybrid and electrically powered vehicles.

Corporate social responsibility is an integral part of our corporate governance. At Marfin Popular Bank, we firmly believe that responsible and successful

banking go hand-in-hand. We, therefore, strive to act as a responsible employer, offering an excellent working environment, enabling our employees to

develop and gain valuable knowledge and training. In this way, we offer the best possible service to our customers. As part of our commitment to responsible

banking, we also focus on instilling a sense of personal accountability into our employees and on fostering a corporate culture of integrity, transparency,

compliance with regulations and trust in order to ensure that we all act in the best interest of our customers and shareholders. 

As an integral part of society, we are aware that our actions have a direct impact on the world around us. We therefore strive to balance the diverse needs

and expectations of our stakeholders and communities in which we operate. We also recognize that a stable social environment is a prerequisite for the

success of our company and seek to promote social cohesion by addressing problems such us unemployment and social exclusion. One example is the

support we are providing to unemployed and socially excluded people through an initiative we run in cooperation with non-government organizations. The

initiative, launched in 2009, seeks to reintegrate socially excluded people into the society, improving at the same time social cohesion. All the Bank’s

branches which are located in the Attika region participate in this initiative, with 1.700 employees participating as volunteers. The social economic

programme Environmental Consciousness against Poverty was awarded the Innovation Award by the European Commission under the European Year of

Volunteers 2011.
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As citizens, we look beyond banking and seek to improve living conditions through a number of social and philanthropic activities. The Radiomarathon in

Cyprus and the Marathon for Children in Greece among other programmes, like Shope in Greece and the Small Shope of Care in Cyprus, are providing

financial support to thousands of needy children. 

For 2011, the priorities of our Group continue to meet the needs and challenges of these difficult times. The prudent management of our balance sheet,

the conservative provisioning policy, the strengthening of risk management procedures and ensuring adequate liquidity, along with the efforts to reduce

costs and maintain strong pre-provision profit will constitute our main objectives.

It should be emphasized that the course of the Group is closely tied to the economic development of Cyprus. Despite Cyprus’ economy having shown

remarkable stability, it is imperative to undertake initiatives in order to design and implement a multiannual fiscal stability programme with an emphasis on

containing government spending. Strict adherence to such a programme, in parallel with growth-enhancing measures, should be considered as the only

viable way forward for Cyprus to revert to strong growth rates, as well as remaining attractive to foreign investment.

Our competitive advantage and key success factor is the quality and efficiency of our staff. For our success in 2010, I would like to express my thanks to

our employees, who with their prudent and hard work, as well as professionalism and enthusiasm contribute daily to  achieving our objectives and to the

Group’s further development.

Finally, I would like to thank our shareholders for their trust, as well as, their strong support in the recent share capital increase, which sets a new

milestone in the Group’s future course, while setting new and more lofty goals. 

Marfin Popular Bank Group bears 110 years of history. Currently, the Group is present in ten countries, employs 9.000 people and operates 486 branches,

through which we offer our services to millions of customers each day. By achieving its 2010 targets, the Group is in position to play a leading role in future

developments and remain actively involved not only in the Cypriot economy, but also in the Southeast European banking system, gaining market share,

searching for new opportunities and managing the challenges.

During 2011, we will continue to add to the solid foundations we have already built during the previous years, and especially during the last twelve months,

ensuring the Group’s future prospects to the benefit of its shareholders, customers, and staff.

Nicosia, 18 May 2011

Efthimios Bouloutas

C.E.O.
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The economic environment in the year remained challenging in most of the geographical areas where the Group operates. In Cyprus, growth turned

positive in the second quarter of the year but annual growth remained low in comparison with previous periods.  In Greece, economic activity continued to

contract under the weight of fiscal consolidation and economic restructuring.  In other countries where the Group operates, growth was also positive in the

year albeit, restrained, except for Romania where the economy continued to contract. In this context, Marfin Popular Bank maintained a growth momentum

whilst at the same time strengthening internal processes, particularly in the area of risk management, technological infrastructure and the international

integration of operations. 

In Cyprus there were significant developments in all sectors of activity of the Bank. Retail Banking for instance, continued to launch in the market new and

innovative products. Laiki eBank introduced mobile-banking and mobile-trading, thus maintaining its technological lead. In the insurance sector the

cooperation with CNP Assuarances S.A. is proving particularly fruitful in the areas of technological infrastructure and product development.

In Greece, despite a particularly adverse economic environment, the Bank achieved satisfactory results, expanding loans mainly in the housing sector.

Group operations in the nine other countries it is present, focused on sustaining the quality of the loan portfolio and enhancing internal procedures in line

with Group standards. Recognising the growth potential of the chinese economy, the Group decided to open a Representative Office in Beijing. The

Representative Office is expected to be opening in the first half of 2011.

Considerable resources were invested in 2010 for aligning the operations of Organisation units in all subsidiaries of the Group for the purposes of optimising

and automating procedures, improving efficiencies through better utilisation of current resources and maximising the synergies that the Group provides by

exporting knowledge and technological tools to all countries of the Group’s presence. 

CYPRUS MARKET

Credit expansion in the banking system continued to be slow in 2010 as economic activity remained relatively subdued for most of the year. Specifically,

total credit expansion remained at 6,3% driven mainly by domestic credit expansion rather than the non-resident sector. In contrast deposit growth both in

the resident and non-resident sectors, accelerated in comparison with the previous year.  Resident deposits increased by 10,9% and total deposits surged

by 20,3%.

Banking Services

In admittedly difficult economic conditions in the past year, Retail Banking continued to offer personal, business and household facilities to meet the needs of

individuals and small businesses, with the aim of providing complete solutions to both new and existing customers. One such scheme stands out in particular,

the housing loan scheme HomePack HomeMade "A Home for Everyone", which continued to be offered throughout 2010. This scheme packages together

various products, allowing for particularly attractive pricing on the loan. Furthermore, for those customers seeking the security of monthly financial planning,

the new "Home loan with Fixed Instalment” was introduced, the main feature of which is the fixed, low monthly instalment for the first 10 years of the loan.

2010 saw the introduction of an improved version of the “Personal Express” package through the introduction of the new current account “Salary Plus”.

This account combines all the features of a modern current account with the additional benefit of an attractive interest rate on credit balances.  

Retail Banking also developed during the past year a number of products offering solutions to customers who are sensitive to environmental issues. The

“Colour-it-Green” range of products enables such customers to make specific changes to their homes or business premises, in the way they travel and

manage energy, thereby contributing in their own way to the protection of the environment in their everyday life. More specifically, the Housing Energy

Saving Scheme “Colour-it-Green” covers the purchase or building of an ecological private residence. It also covers investments in thermal insulation materials

in new or existing private residential homes, as well as the cost of installing or replacing systems using new technologies. The Loan for the Utilisation of

Renewable Energy Sources “Colour-it-Green” provides funding for the purchase of large and small photovoltaic systems as well as wind and solar systems.

The Car Finance Scheme “Colour-it-Green” provides finance for the purchase of environmentally friendly cars such as hybrid vehicles, electric vehicles or

vehicles with lower carbon dioxide emissions. The scheme also offers a discount on the first year’s motor insurance premium through Laiki Insurance.

With a focus on the needs of young people aged 13 to 18, the “Super Teen Club” was created with the aim of helping its members to understand and

appreciate the concept of saving, as well as giving them the opportunity to participate in a series of recreational events such as concerts, football matches etc.

With regard to deposits, which especially at this point in time provide the most stable source of liquidity to the Bank, the strategy focused on securing the

necessary liquidity, taking into account the profitability of the Bank. Within this framework, four new flexible deposit products were developed, designed to

meet the needs of the broad deposit base of the Bank. The “Step Up 9 Months” refers to a 9-month deposit with an interest rate escalating each month,

while the interest is remitted monthly to the client in a separate account. The “Step Up 12 Months” product followed the same philosophy for 12-month

deposits. In addition, two other new deposit schemes were introduced with potentially longer durations (up to 18 months). The first, like the aforementioned,

is a member of the “Step Up” deposit products family and concerns an 18-month deposit with interest increasing every three months. Interest on the deposit

is paid every 3 months and the scheme itself is particularly flexible as the customer is able to withdraw the whole of the deposit at the end of each three-month

period without any penalty. The longer-term deposit products also include an 18-month fixed deposit which rewards the customer with one month’s extra

interest if the deposit is left to mature. Finally, recognizing the huge importance of expatriate Cypriots all over the world, in 2010 a special scheme titled

“Project Swallow” was launched, designed to meet the specific needs of expatriates.

10
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Marfin Laiki eBank

In 2010 Marfin Laiki eBank celebrated its 10th anniversary. At a Press Conference held in April, a review was presented of its achievements and distinctions in

the Cypriot and international markets all these years.  Two new and innovative mobile Internet services were launched: specifically, Mobile Banking and

Mobile Trading which offer banking and brokerage services over mobile phones via the Internet. These services have completed the range of services

offered today on phones, namely SMS Banking, Alerts and Telebank.

Moreover, during 2010, Marfin Laiki eBank continued to expand and provide innovative and high quality services in the field of electronic banking to over

180.000 subscribers, individuals and businesses. In 2010 it was awarded by the magazine "Global Finance" the “Best Internet Bank in Cyprus” prize, for

the second consecutive year.

Marfin Laiki eBank continued to implement the Bank's strategy to migrate transactions from branches to electronic channels, where the cost of servicing

is considerably lower. Part of the savings is returned to the customer in the form of lower pricing. This feature was emphasized as the main advantage of

electronic services in various campaigns of Marfin Laiki eBank for the promotion of its products and services.

The mass payments system was upgraded further, both for transfers in Cyprus and abroad, so that business customers have the ability to handle mass

payments from the convenience of their office, through the Internet 24 hours a day, 7 days a week at a cost lower than that charged at the Bank's branches.

Marfin Laiki eBank achieved significant increases in the number of electronic transactions and the number of subscribers and focused its efforts on offering

electronic and traditional products and accounts through the electronic service channels.

Additionally, it contributed to the achievement of the strategic objectives of the Bank in the area of electronic banking at an international scale.

In the context of Corporate Social Responsibility it co-organized the “eCommerce Conference: the next step”, which was attended by executives from

Cypriot businesses.

Insurance Services

During 2010, the second year of cooperation of the Group with CNP Assurances S.A., further improvement was achieved with regard to the technological

infrastructure as well as the introduction of new pioneering insurance products in Cyprus as well as in Greece.

The insurance industry has been undoubtedly hit by the international economic crisis but due to the stability and strength of the two partners, the Group’s

total income from the insurance operations remained at high levels.

Laiki Insurance, despite adverse conditions and intense competition in the Cyprus insurance sector, has managed to maintain its incontestable leading position

in the field of general insurance and managed to achieve a satisfactory increase in written premiums in 2010, while maintaining high profitability. This

achievement is due to the Company’s customer-oriented strategy and the provision of flexible and integrated insurance solutions as well as the adoption

of the right principles with regard to acceptance and pricing of the risks undertaken and the effective management of claims and control of expenses. The

Company's branch in Greece, which offers bancassurance products in general insurance business to Marfin Egnatia Bank clientele, has achieved extremely

good results, with an increase in written premium of approximately 60%, and a more than 100% increase in profitability. For yet another year, the Company

has played an active role in matters of Corporate Social Responsibility, especially with regard to road safety, fire safety and health and safety in the

workplace.

2010 was yet another difficult year, with the economic crisis still affecting important sectors of the economy such as construction and tourism. As a

consequence, the request for loans declined especially in the coastal areas thus bringing about the reduction of insurance operations that are linked with

credit facilities and bank loans.

Laiki Cyprialife, taking in consideration the changes in the insurance market caused by the economic crisis, adopted a flexible product policy so as to cater

to the consumers’ needs in a period of economic tightness. In this context, the Company introduced innovative health insurance plans designed to protect

the whole family such as Total Care which is sold through the banking network with simple procedures and at affordable prices. Also, the Company

produced insurance plans that combine savings with guaranteed returns with life insurance and which are also offered through the banking network with

simple procedures.

The Company, despite the adverse economic outlook, improved significantly its market share in the Cyprus insurance market and its profitability has been

satisfactory. The Company maintains a high capital adequacy ratio satisfying all the parameters set by Solvency II.

In the Greek Life business market, Marfin Life was faced with a tough year, especially in the savings products area. However, it successfully continued the

cooperation with the Greek Postal Bank in offering to its consumer loan holders insurance cover. Also, Marfin Frontida, launched a new medical

bancassurance product, which is solely provided by the Bank.
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Other Financial Services

The year 2010 has been another successful year for the Finance Division of Marfin Laiki Bank. It has increased its market share in all the strategic sectors.

At the same time, in spite of the difficult economic environment it has been operating in, it has managed to improve even further the quality of its portfolio.

The Finance Division of Marfin Laiki Bank continues to exercise a leading role in the market, offering excellent service both to its business partners as well as

to its customers.

Laiki Factors maintained its profitability and leading role in the market throughout 2010. The company successfully continued the implementation of its

strategy, which is based on providing excellent customer service, further improvement of the quality of its portfolio, upgrading the quality of services and the

penetration in sectors with a comparatively higher scope for growth and development.

In 2010, Marfin CLR operations were affected by the adverse conditions that prevailed in the financial markets. More specifically, during 2010, the General

Index of the Cyprus Stock Exchange (CSE) and the Athens Stock Exchange (ASE) recorded annual losses of 33,9% and 35,6% compared to gains of 45,0%

and 22,9%, respectively, during 2009. In addition, trading volumes in both stock markets also recorded a significant decrease relative to 2009. The drop in

trading volumes for the CSE reached 35,9%, while the corresponding drop for the ASE was 30,9% in comparison with 2009. Nevertheless, in 2010 Marfin

CLR managed to retain its leading position in the CSE with a market share (excluding pre-agreed transactions) of 23,82%, whereas in the ASE Marfin CLR

managed to increase its market share from 0,97% in 2009 to 1,11% in 2010, which ranks the Company amongst the leading remote members of the ASE.

It is also worth noting that, despite the adverse conditions that prevailed in 2010, Marfin CLR managed to remain profitable on an operating level. This is mainly

due to the fact that Marfin CLR provides a full range of investment banking services/products not only for the CSE and ASE, but also for the global market.

Therefore, the Company’s profitability is not affected entirely by the fluctuations of the CSE and ASE. In addition, in 2010, Marfin CLR made a significant effort

to cut down its costs resulting in a yearly reduction in its operating expenses of around 397 thousands euro (a 6,6% reduction in relation to 2009).

GREEK MARKET 

In 2010, the Greek banking system, like every other sector of the Greek economy, came under strong pressure as a result of the general economic and

financial conditions that prevailed in the country. The profitability and efficiency of the banking system declined further, the quality of the loan portfolio to

households and businesses deteriorated, and liquidity was based mainly on fund raising from the Eurosystem. The total credit expansion in Greece recorded

an annual increase of 2% by December 2010. Credit expansion to households decreased by 1%, while business loans rose by 4% during 2010. Total

deposits dropped 10% to x 222 billion against x 258 billion loans in 2010. A positive development was the maintenance of high capital adequacy levels.

In Greece, Marfin Popular Bank (MPB) continued its upward trend, with loans growing by 2% on an annual basis. Deposits, on the other hand, decreased

by 10% on an annual basis. The increase of the loan book was mainly the result of the Group’s successful strategy of raising its mortgage book in Greece,

which grew by 7% on an annual basis. At the same time, the Bank’s expansion in corporate loans was enhanced, with significant emphasis on SMEs (small

medium enterprises). More specifically, corporate loans rose by 3% in 2010. The considerable improvement in the areas of retail and corporate banking is

mainly attributed to the Group’s centralized organizational structure, the attractive and competitive product packages which are offered at prices reflecting

rational assessment of risk, as well as to the strengthening of its brand name.

PRESENCE IN FOREIGN COUNTRIES

In line with the Group’s strategy to expand its operations in emerging and rapidly growing markets such as Southeastern and Eastern Europe, in 2010 the

Group maintained a banking presence in 9 countries (UK, Australia, Romania, Serbia, Estonia, Guernsey, Ukraine, Malta and Russia) with a network of

470 branches, in addition to its presence in Greece and Cyprus.

At the same time, recognizing the dynamism and the expansion potential of the Chinese economy, the Group decided to proceed with the opening of a

Representative Office in China. The geographical location of Cyprus, the politico-economic conditions and the traditionally friendly relations that Cyprus

maintains with China, constitute strong guarantees that the Group will benefit from the opportunities arising from a promising and successful business

venture. The opening of the representative office is planned within the first half of 2011.

The predictions for a significant recovery in the global economy, during the second half of 2010 did not materialize. Following this development, International

Operations of Marfin Popular Bank concentrated on safeguarding loan portfolio quality, rational restructuring and strengthening of internal procedures in

accordance with Group standards, as well as enhancing the infrastructure. 

More specifically, particular emphasis and continuous support from the Group has been given in the following areas: Risk Management, Internal Audit,

Lending Quality Management, Asset and Liability Management (ALCO), Information Technology, Methods and Procedures, Human Resources, Debt

Collection, Organization, Product Development and Promotion. 

The strategy of the Marfin Popular Bank Group to become a leading financial group in Southeastern and Eastern Europe remains unaltered. With the support

of the Group, subsidiaries abroad are equipped and are strategically placed to further develop their businesses and to seize the opportunities arising from

the expected recovery in world markets. 
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Marfin Popular Bank Bank completed the sale of 85% of its shareholding in Laiki Bank Australia to the Bank of Beirut s.a.l. on 28th of February 2011.

Marfin Popular Bank will remain as a minority shareholder in Laiki Bank (Australia) Ltd until at least February 2013. The sale of 85% of Laiki Bank (Australia)

Ltd to the Bank of Beirut, is in line with the Group’s stated strategy of asset rationalisation and allocation of resources towards the strategically important

countries of SoutheasternEurope.

United Kingdom

Marfin Laiki Bank UK
Marfin Popular Bank’s strategy in the UK is geared towards corporate and commercial banking as well as wealth management, factoring and treasury

services with an extended customer reach beyond its traditional market of the Greek and Cypriot communities. Marfin Laiki Bank UK aims to build further

on its profile of a niche, flexible and competitive Bank that meets the specialised needs of its clientele. 

The Bank operates a network of 4 branches in London and Birmingham.

Throughout 2010 Marfin Laiki Bank UK focused on safeguarding the existing high level of quality of its assets, the improvement of its profitability and the

further expansion of its deposit base despite the very competitive environment in the country. The profitability of Marfin Laiki Bank UK rose by around 28%

in 2010 as compared to 2009, with net profits rising to x 12,2 m, despite a difficult financial environment.

Australia

Laiki Bank (Australia) Ltd (“LBA”)
The Bank operates a network of 10 branches offering comprehensive banking services primarily to the Greek and Cypriot communities, as well as to the

other ethnic and mainstream local communities around its branch network. Laiki Bank’s competitive advantage over other established banks operating in

the country is its focus on niche community and relationship banking, in which it is well positioned to provide a high quality service, as well as very

competitive products. As an Australian deposit taking institution (ADI), Laiki Bank is eligible for the Australian Government Deposit Guarantee Scheme. 

Despite the intense competition prevailing in the Australian banking sector, the Bank managed to improve its profitability from x 2,9 m in 2009 to x 3,9 m

in 2010 while maintaining one of the best loan-to-deposit ratios in the local market. In addition, LBA maintained its strong capital position and a very high

quality lending portfolio. For the year ended on the 31st December 2010, the bank recorded a write back on provisions and the Non Performing Loans ratio

was 0%.

After a ten-year growth and success strategy in Australia, Marfin Popular Bank completed the sale of 85% in Laiki Bank (Australia) Ltd to Bank of Beirut,

on the 28th of February 2011.

The total consideration for the sale of the 85% stake in Laiki Bank (Australia) was agreed at x 104,3 m and represents a multiple of 1,65 times the Net

Book Value of Laiki Bank (Australia) Ltd as at 31 December 2010. 

This transaction results in a profit from disposal of approximately x 52,7 m that will be recognised in 2011. 

Marfin Popular Bank will remain as a minority shareholder in Laiki Bank (Australia) Ltd at least until February 2013. Following the acquisition of the majority

stake of Laiki Bank (Australia) Ltd by Bank of Beirut, MPB will work together with Bank of Beirut to embark in a new growth phase in Australia, preserving

and substantially expanding the existing operations. There is also a mutual intention of the two banks to explore areas of common interest in the countries

where both banks have presence.

Romania

Marfin Bank (Romania) S.A.
The prolonged recession in the world economy during 2010, continued to adversely affect the Romanian market. The country proceeded with the

implementation of very strict financial measures, as dictated by the International Moneteray Fund, aiming to restore economic health and lead the country

to economic recovery the earliest possible. 

Under these difficult circumstances in the local market, the Bank’s management team was strengthened with executives from both Cyprus and Greece,

who have extensive experience across the range of the Bank’s operations. With a network of 27 branches in 20 cities, the Bank focused on the further

improvement of the quality of its existing loan portfolio, and the continued modernisation of systems and internal procedures.

In the meantime, Marfin Bank (Romania) S.A. proceeded with the implementation of a number of important projects such as the installation of ATMs, the

upgrade of the electronic banking and the development and launching of new deposit and loan products as well as credit cards, which complement its range

of products and services and give new impetus to business growth, especially to the penetration of the Bank into the retail banking sector. 

Moreover, the Bank's capital base was further enhanced through an additional share capital increase of x 5 m in April 2010, thus maintaining the capital

adequacy and liquidity ratios at very satisfactory levels.



ANNUAL REPORT 10

COMMENTS ON THE RESULTS FOR 2010

The objectives of Marfin Bank (Romania) S.A. for 2011 focus on the further improvement of the quality of its loan portfolio, the targeted expansion and

upgrade of the branch network, the further strengthening of the Bank’s positioning in the market and the improvement of its profitability.

Serbia

Marfin Bank JSC Belgrade
During 2010, the Bank focused on implementing its strategic objectives relating to the further utilisation of the branch network and the expansion of its loan

portfolio, aiming at improving its share in the market. At the same time, the management team of Marfin Bank  continued its intensive efforts to maintain

the quality of the loan portfolio. 

To support the growth of its activities, the Bank increased during the year its capital base by x 15 m. Marfin Bank currently operates a network of 27 branches in

16 cities across Serbia. 

The contribution of Marfin Bank Serbia to the Group’s profitability was positive in 2010. The strategic objectives for 2011 are the qualitative growth of its

loan portfolio, the expansion and enhancement of the branch network in order to improve customer accessibility and branch visibility, the strengthening of

the positioning of the Bank in the market and the improvement of its profitability.

Estonia

Marfin Pank Eesti A.S.
Marfin Pank Eesti AS (MPE) increased its share capital in March 2010, by issuing 4,4m new shares of a total value of x 2,8 m. As a result, the shareholding

of MPB in MPE increased from 52,8% to 63,02%. 

The Bank operates 4 branches and primarily focuses on servicing small and medium-size businesses.

Channel Islands

Laiki Bank (Guernsey) Ltd
Guernsey is a well-known international financial centre. Through Laiki Bank (Guernsey) Ltd, the Group’s local subsidiary, clients are offered an alternative

destination for deposits.

Ukraine

PJSC Marfin Bank
Marfin Popular Bank’s Ukrainian subsidiary has its head office in Odessa, and operates a network of 61 branches and points of sale in various major cities

across the country, including Kiev. The Bank had been operating under the name OJSC ‘Marine Transport Bank’ until November 2010. Following the

completion of its re-branding, the Bank was renamed to “PJSC ‘Marfin Bank’.

Ukraine has been adversely affected by the ongoing global economic crisis since the third quarter of 2008. Due to the resulting adverse economic conditions

that prevailed in the country, the years 2009 and 2010 were a challenge in many respects, both for PJSC ‘Marfin Bank’ as well as for all other banks

operating in the country. 

During 2010, PJSC ‘Marfin Bank’, focused on maintaining the quality of its loan portfolio and reorganising and further improving the internal systems and its

procedures, through additional infrastructure investments. Despite the adverse economic conditions, the Bank managed to increase its customer deposit

base taking advantage of its very good credit rating (the Bank is amongst the 7 best rated banks in Ukraine in terms of bank deposit rating). 

In 2011, the Bank aims to emerge stronger from the economic recession and improve its competitive position in order to exploit the opportunities arising

and to expand its asset base while further improving the quality of its loan portfolio.

Malta

Lombard Bank Malta plc
Marfin Popular Bank entered the Maltese market in March 2008 with the acquisition of 42,8% of Lombard Bank Malta plc (“LBM”), which is one of the most

historic and main local banks. MPB has subsequently increased its participation, and it currently owns 48,9% of the share capital of Lombard Bank Malta.

LBM offers a complete range of financial services, focusing mainly on corporate banking and wealth management.

LBM was established in 1955, is based in the capital Valletta and maintains a network of seven branches across the country. 

Lombard Bank Malta plc operates also in the postal services sector, owning the majority shareholding of 66,5% of the local post office (Malta Post plc),

which was bought through the privatisation of Malta Post from the government of Malta.  Malta Post has 34 branches throughout Malta. 
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Russia

OOO Rossisysky Promishlenny Bank Ltd (“Rosprombank”)
In September 2008 Marfin Popular Bank entered the Russian banking market by acquiring the majority shareholding of CB Rosprombank LLC and was

the first banking organisation in Cyprus and Greece to proceed with the acquisition of a Russian bank.

Rosprombank is headquartered in Moscow and maintains a network of 27 branches and points of sale in various regions of the Russian Federation. The

Bank focuses on providing a full range of banking products and services to large corporate and small-to-medium-size businesses (SME). It also provides

leasing services through its fully owned subsidiary, RPB Leasing LLC. 

During 2010, the Bank placed emphasis on its further integration with the Group. Particular attention was given to the further strengthening of the management

team as well as to the operational and support divisions of the Bank, (such as Risk Management, Credit Appraisal, Human Resource and, Organisation)

with the support and transfer of know-how from the Group.

SUPPORT AND OTHER SERVICES

Infrastructure - Technology

The mission of the Information Technology Division (IT) is the support of the strategic goals of the Group in Cyprus and abroad through the deployment of

effective technological solutions. During the year under review IT have attained the ‘EFQM: Recognised for Excellence in Europe - 4 stars’ award, rendering

it the first IT organisation in Cyprus to have received such an award. The EFQM Excellence Model is a non-prescriptive assessment framework that can

be used to assess an organisation's progress towards business excellence. It is considered to be one of the most widely applied models in Europe and its

recognition scheme provides a way of benchmarking with other organizations.  

During the year under review, IT delivered important projects which support the Business objectives as well as contribute to the Bank’s more efficient and

effective operation. In particular:

� The project for the implementation of the new banking system in Cyprus Temenos (Τ24) has reached the second milestone which will be implemented

within the 1st quarter of 2011. T24 is one of the top banking systems worldwide and has been selected as the Bank’s strategic system at an international

level. It is expected to lend the Bank even greater flexibility in the development of new products and the provision of a higher level of service to

customers. Furthermore, it will contribute to utilising synergies and achieving considerable cost savings.

� Have adopted and implemented mainstream technologies (Windows 7 platform, MS Exchange and Sharepoint) that will improve collaboration within

the Group and will increase productivity.

� Have started the roll out of the new Group Portal to the subsidiaries of the Group.

� The adoption of metro ethernet technology has substantially increased the bandwidth of communication lines (by at least 4 times) which ensures better

response times and availability of systems.

� Have started the roll out of a Business Process Management solution that will streamline internal procedures and reduce operational costs.

� In the area of alternative distribution channels the following have been achieved:

• The roll out of more BNA (Bunch Note Acceptor) and CPM (Cheques Processing Module) ATMs throughout Cyprus which allow the automatic

deposit of cash and cheques without the use of envelopes. The cash funds are directly credited to the customer accounts on-line and are available

in real-time.

• Have launched the new Mobile Banking service through which the Group customers are able to perform easily, quickly, and safely banking

transactions and enquiries by just using their mobile phone 

� Have implemented a new portal for the International Business Banking introducers, which will improve collaboration between the Bank and the introducers,

and streamline processes.

� Have implemented a new massive ebanking payments infrastructure which facilitates big corporate customers to process their payment files. 

During 2010 significant support was provided to the Group's subsidiaries abroad. All communication lines were upgraded to ensure better response times

and availability of systems. Also, all countries were connected to the Group’s Voice Network. In particular:  

In Greece

• Access was granted to the centralized system for managing incidents relating to information systems (HP Service Manager) in order to improve the

quality of service.  

In Ukraine:

• The project for the implementation of the strategic banking system T24 has been under way. The rollout of Phase A, which concerns the retail banking

functionality, has begun and is expected to be completed in June 2011.

In Serbia:

• Have implemented the Treasury Group system, which is centralized in Cyprus.

• Have implemented the Anti Money Laundering Group solution.

• Have signed the contracts for the upgrade of the existing core banking system.
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In Romania:

• Have completed the construction of a new up-to-date Data Centre and the upgrade of hardware.

• Have implemented the Cards Group system, which is centralized in Cyprus, to handle Credit & Debit Cards.

• Have installed 6 ATMs.

• Have implemented the Anti Money Laundering Group solution.

• Have rolled out the new Group Portal (Bank and Leasing).

In UK:

• Have implemented the migration of the local Credit Cards system to the Cards Group system, which is centralized in Cyprus, and introduced Debit

Cards.

In Malta

• Have implemented the Cards Group system, which is centralized in Cyprus, for the handling of MasterCard Credit Cards.

In Russia

• Have implemented a centralized SWIFT system.

Group Organisation

The Group Organization Division’s main objective is the improvement of productivity in the Group and the achievement of operational integration across the

countries in which the Group is operating. In the light of the economic crisis, in 2010 there was an additional focus on:

• Containing costs by optimizing and automating procedures

• Improving efficiency through better utilization of current assets

• Maximizing the synergies that the Group provides by exporting knowledge and tools to all countries the Group has a presence

The Division, in collaboration with HR and IT Divisions, provides the following services: 

• Project Management of Group or country specific cross-functional projects relating to the introduction of new technical solutions, regulatory changes

projects, new business initiatives and/or restructurings, mergers or centralizations

• Advisory services and recommendations which cover areas such as process simplification, automation, centralization, re-organization etc

• Performance management which includes design and implementation of performance scorecards at all levels of the Organization (division, unit,

employee)

• Process Management that includes process re-engineering and design and automation of critical processes

• Write-up and maintenance of high quality Operation Manuals & Circulars as well as information and messages which are published in the Employee

Portal

• Quality Management which includes the design and execution of employee, customer (both internal and external) surveys and analysis of results and

recommendations to top Management.

The Division in 2010 invested resources in aligning the operations of Organisation Units in all countries, improving the quality of its deliverables in

International Operations and expanding communication and collaboration between its employees globally. Through this process, an effort was initiated to

review procedure manuals and employee communication in all countries in order to establish a uniform level of quality and approach.  

In the meantime, the Division continues to support several strategic initiatives of the Group.  The list of the main projects the Division is supporting is as

below:

• The integration of the operations in Greece and Cyprus, under a single legal entity, is in progress with the Division performing the coordination of this

programme.

• A new Group Web Site has been completed for the Group, Greece and Cyprus. In parallel, efforts are in progress for the new local web site of the

other countries.

• A Group wide Employee Portal has been rolled out in Greece, Cyprus, Romania and Serbia, and it is in progress in other countries, aiming to cover

the whole Group in 2011.

• The Group’s Policies have been expanded to cover all Regulatory and Core processes, and rolled out to the whole Group. The Group Standards are

now being revised and new ones are under development.

• The terms of reference for all Group Committees, as well as Credit Committees at all levels have been revised and documented.

• The implementation of a New Group wide customer electronic document management solution has been initiated, with an aim to cover Greece, Cyprus

and Serbia during 2011.

• A new system has been implemented for the consolidation of financial accounts across the Group, production of Financial Statements as well as other

Compliance (e.g. FinRep) and managerial reports (e.g. Asset Liability Management Information).

• A consolidated Group customer database and a customer matching mechanism has been put in place to satisfy the requirements of the Deposit

Protection Scheme.

16



ANNUAL REPORT 10

COMMENTS ON THE RESULTS FOR 2010

In Cyprus, support is provided for the implementation of the new Banking system is in progress (Temenos 724). In parallel, customer segmentation criteria

have been revised and customers have been re-allocated to responsible units, with the aim of providing best services to our customers. 

Specific emphasis has also been given to the support of International Business Banking by creating an Introducer’s Portal, automating the new customer

registration process, as well as reviewing, redesigning and automating other core internal processes of the Division. Similar initiatives have also been

implemented, or are in progress, for other Divisions, like Marfin CLR, Finance and Backoffice operations.

In Greece, emphasis is being placed on supporting Risk Management and Debt Collection projects. At the same time, several initiatives are undertaken to

improve operational efficiency through revision of process and implementation of new workflows or systems. Also, a new performance measurement and

reporting framework is in progress and will gradually cover all operational aspects.

In Romania, the business approach has changed in 2010, and the Group Organisation Division is supporting the introduction of ATMs, Credit Cards and

Internet Banking services.  In the meantime, a new project has been initiated to support the development of Custodian services in the Bank. At the same time,

advisory and project management services are provided to Marfin Bank Romania in establishing a performance management framework at Branch level as

well as centralising several back-office operations. In parallel, local procedures and manuals are being revised, improved and updated.

In Serbia, the Group Organisation Division is currently managing projects for developing a new local web site and implementing the Capital Requirements

Directive. At the same time, the usage of the performance management system is being expanded. 

In Ukraine, the Group Organisation Division continues to support the development of the new banking system, while at the same time re-organising the

local business and operational model. Through this re-organisation, all operational manuals are being revised, the branch network is being restructured,

job positions are being reviewed, branch layouts are revisited and a new Performance Management Framework is being put in place.

HUMAN RESOURCES

The core strategic objective of the Human Resources Division (HR) was once again the increase in productivity in all the countries  where the Group has

a presence, while maintaining at the same time the number of staff at the same levels as those of 2009. 

The total number of staff decreased by 0,6% as the manpower needs of the organisation were met primarily through targeted internal transfers and

reskilling/retraining of the existing workforce. Recruitments that were deemed necessary were those of 26 permanent members of staff and 23 seasonal

hires. The majority of new recruits covered needs of the International Business Banking Division, due to the strategic importance of this Division. It is worth

noting that in the year reviewed, 29 members of staff retired and 9 members of staff left the Group for personal reasons.

During 2010 special emphasis was placed on the support of the subsidiary companies of the Group overseas. In these countries priority was given to

strengthening the Group’s corporate identity and to the full alignment of systems, policies and procedures.

With the aim of meeting the above objectives, the policy of seconding experienced members of staff based in Cyprus and Greece to  other countries where

the Group has a presence continued, mainly in Serbia, Romania, Russia and the Ukraine. During 2010, 13 members of staff were seconded from Cyprus and

Greece to the above countries. At the same time projects are under way for implementing the  SAP/HR system and the Common Appraisal system. Both

of these systems are expected to contribute substantially to the increase of  the effectiveness and productivity of the staff. 

The continuous upgrading of knowledge and competencies of members of staff is a permanent objective of HR. Within this framework, the number of training

programmes organised for overseas staff of the Group’s subsidiaries increased significantly. Moreover a number of programmes were organised through

which 71 members of staff working abroad were given the opportunity to share experiences and further develop their knowledge in the areas of customer

service, negotiation skills and credit skills.  

During 2010 the Human Resources Department was honoured with the Quality Certification ISO 9001: 2008 for our Training and  Development Department

and our Residential Training Centre and the Health and Safety certification OHAS 18001: 2007 for our  Residential Training Centre and Marfin Laiki Sporting

Club. These certifications reflect eloquently HR’s commitment to matters of Quality, Health and Safety. 

In the area of Training and Development, HR continued to apply and further develop the principle of targeted training both through seminars as well as through

personalised training programs.  

Specifically the operations of the Training and Development Department focused on the following strategic areas:

• Banking and Lending 

• Audit/Risk Management/Compliance

• Management Development 

• Customer Service and Integrity Selling  

• Security, Health and Safety
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Another very important scheme is the Young Leaders Development Programme which was launched for the first time in 2010. Within  the above scheme

21 young professionals with potential to assume wider responsibilities were identified. Personal Training and  Development plans were designed for these

members of staff with the aim of equipping them with the necessary knowledge and aptitudes to assume more senior duties in the near future. 

At the same time, the Leadership Development Program addressed to middle and senior Managers continued functioning successfully. The same applies

to the Academic and the Professional Qualifications Scheme which is conducive to the establishment of a culture of lifelong learning and development for

all members of staff, providing them with the necessary means to acquire professional or academic qualifications relevant to their duties and job position. 

Retirement marks an enormous change in the lives of people who have worked throughout their adult life. Aimed to help members of staff handle this stage

of their life as effectively as possible, the Training and Development Department organised two important programs for staff members who retired on

31.12.2010 and those retiring on 31.12.2011. Within these programs, that lasted 2 and 1 day(s) respectively, and in which both retiring members of staff

and their spouses participated, presentations were made by specialised sociologists and representatives of the Ministry of Labour and Social Insurance on

a number of related subjects. 

Despite the difficult economic and business environment of 2010, the Group’s Management decided to give a bonus to members of  staff for the year 2009. 

A bonus was awarded to 30% of members of staff.

The criteria upon which bonus decisions were based, following an agreement between the Divisional Directors and HR, were:

1. Performance 

2. Potential

3. Commitment to the Group

4. Behaviours   

5. Importance of the specific position

At the same time, the HR Division introduced in 2010 a Group-wide remuneration policy, concerning both the fixed element (salary) as well as the variable

element (bonus, shares instruments etc) of our remuneration systems. The unified remuneration policy is based on the EU directives and specifically the

directives of the European Banking Authority (EBA) as well as the directives of the Central Bank of Cyprus on matters of governance, risk management

and internal audit systems. 

Moreover, during 2010 the promotions procedure was completed based on which 200 promotions/placements on the Special Scale were granted.

Parallel to the above, in 2010 the Fairness Committee continued its successful operation. The purpose of this Committee is the safeguarding of the principles of

justice and fairness on matters of promotions, career advancement and rewards.

Finally in 2010, HR undertook a series of social activities which confirm once again its anthropo-centric philosophy. 

The following activities exemplify the above: 

• Support provided for staff members and their dependents on matters of health, including coverage of costs for staff’s visits to various medical centres,

either in Cyprus or abroad, and provision of financial assistance when deemed necessary

• Awards granted to children of members of staff for academic excellence and outstanding performance in sports

• Hospitality provided to 18 children from the occupied Karpasia, who were invited to our Residential Training Centre 

• Free use of our premises for events organised by a number of charities and non-profit organisations

• Participation of members of staff in Christmas and Easter charity markets and a variety of other charity events

Risk Management

Apart from business development, an essential priority of the Group’s strategy is the improvement of loan quality. To this end, the basic parameter evaluated

regarding the granting of new loans is repayment ability. In addition, emphasis is placed on improving the evaluation procedure of applications for new credit,

together with the prompt recognition and management of the credit risks undertaken.

Risk Management is carried out mainly on an unified basis, through an integrated framework of procedures, policies and methodologies. This framework is

based on domestic and international regulatory guidelines such as the Basel II Accord and the corresponding Directives of the European Union (Capital

Requirements Directive), as well as best international banking practices. The Group uses various methodologies and procedures to continuously monitor

the risks stemming from its operations and sets acceptable limits to exposures, in order to avoid the concentration of excessive risks.

Right from the start of the ongoing global economic crisis, the Group has adopted a more conservative credit policy through the application of various measures

aiming at the containment of the impact on the quality of its loan portfolio. These include tighter monitoring of credit limits, reduction of maximum loan-to-value

ratios and stricter loan proposal evaluation. At the same time, the Group increased the provision charge for loan impairment. 
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In 2010, the main characteristic of the financial sector was the continuation of the global credit and financial crisis with the economic environment remaining

unstable and vulnerable. Concern for country credit risk intensified in the last months of the year since May 2010, especially in the eurozone area. The

primary objective of the Group is to retain its capital and liquidity strength, so as to satisfy its shareholder and client interests. In parallel, the Group aims

to strengthen organizational growth and gradually comply with the forthcoming regulations of increased capital requirements of Basel III. 

Compared to major international banks, the Group’s loans to deposits ratio remains at comfortable levels, while its dependence on the wholesale funding

market is comparatively lower. The Group maintains a strong position of liquid assets that are used for ECB refinancing purposes, while it is not exposed to

highly structured or complex investments of high risk. As long as the macroeconomic environment remains difficult in many markets in which the Group

operates, it will continue to adopt a more cautious credit and investment policy.

Compliance Division

The Compliance Division of MPB Group is administratively independent of any Units or Divisions with operational  responsibilities or control/inspection

functions, and reports directly to the MPB Board of Directors. Its main responsibility is to provide support to the Board of Directors and senior management

with respect to the:

• follow-up of the implementation of the Compliance Function Policy as approved by the Board

• efficient and effective management of compliance risks by Senior Management, as well as  

• embedding a culture of compliance within the Group. 

The main focus of the Compliance Division's activities during 2010, were the following:

• Regular monitoring of international operations and of the operation of the compliance function in every jurisdiction where the Group maintains a presence

• Follow-up of international developments and changes in the regulatory framework, with regular upgrading of relevant standards and procedures

• In the area of Anti-Money Laundering and Combating of Terrorism Financing (AML/CFT), the implementation and enhancement of automated AML

systems for monitoring unusual transactions and filtering to international economic sanctions lists, has further progressed. Further staff training also

took place during 2010, as did monitoring visits to Branches and other Business Units

• With respect to MiFID (Legislation that relates to the provision of investment services and exercise of investment activities), existing procedures have

been reviewed and enhanced

• Continuous support and advice was given to Business Units, on adherence to legislation and regulations, on a wide range of issues that relate to

matters of transparency and market integrity as well as customer protection, such as: Advertisements, Customer Complaints, Data Protection and the

development of new products and services.

In addition, and as part of the process for creating a uniform approach within the Group on regulatory compliance issues, the first International Compliance

Conference of the Group was organized in Cyprus. This was attended by officers from the respective overseas compliance units.

GROUP STRATEGY 

The long-term target of Marfin Popular Bank is to become a leading financial services organization in the broad area of South East Europe, and to further

enhance its main sources of profitability and deliver strong shareholder value.

Group Strategy is based on the following six pillars:

1. Consolidate and expand the Group’s banking franchise in Cyprus

The Bank holds a well-established and stable position in the highly concentrated and profitable Cypriot market and is accordingly well positioned to

capture a significant share of the increased business banking associated with continued strong economic growth in Cyprus and its evolution into a regional

financial and energy hub. Management perceives particularly attractive opportunities, in the areas of mainstream residential lending, infrastructure projects

and premium property development. 

2. Expanding its international business banking (IBB)

The Group enjoys a strong market position in the growing market of international business banking (IBB), while the increasing demand for IBB services

has been expanding on the back of the ongoing integration of key global emerging markets to the global economy. MPB has heavily invested in both

human capital and infrastructure in order to be able to accommodate significant volume growth, in view of the Group’s strong positioning, as well as

the market’s size and profitability potential. It is among the management’s targets to continue to invest heavily in this line of business, where a low

level of capital investment is required to enhance potential returns.

3. Leverage existing IBB customer base to expand higher value-added business lines

Through Cyprus-based international business banking and the shipping franchise in Greece, the Group has direct and ongoing access to an expanding

and highly attractive customer base and counts on the potential to leverage this customer base to achieve profitable growth in higher value-added

business lines. The Group plans to develop a comprehensive service offering aimed at such customers, including wealth and asset management,

extension of credit, as well as capital market products. The combination of such a comprehensive product offering in conjunction with selective presence

in foreign should enable the Bank to maximize client penetration and profitability 
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4. Selectively pursue growth in international operations

MPB management could pursue through its solid platform for future expansion in a number of countries with attractive growth opportunities. For example,

in Serbia, the adverse economic conditions, which followed the world recession in the financial sector, proved milder than in other SEE countries.

Moreover, Serbia’s entrance in the EU is expected to leverage its economy upward.

In Ukraine, after a period of political unrest, the country’s economy with IMF’s support plan has improved, underpinned by its commodity export-oriented

industries, while consumer and business confidence have improved.

In Romania, according to Management’s expectations, opportunities could appear in the medium-term, but more time would be needed in order to

exploit them at the Bank’s maximum potential.

The target is to leverage these positive developments by focusing on niche banking products and maximising synergies amongst the Group’s lines of

business (IBB, wealth management, treasury), and thus offering comprehensive and complementary products and services to the Group’s international

and local corporate and high net-worth clients.

5. Enhance operational efficiency

The Bank was formed through a combination of organizational expansion and acquisitions. Despite significant progress made so far with regard to

recently acquired entities, the Management believes that significant opportunities exist to further streamline the Group's operations, thus enhancing

efficiency and reducing operating costs.

Over the last two years, the Bank has made significant progress towards an integrated structure along global functions. That process has taken place

in parallel with significant investments in Risk Management with a view to fully adopting an enterprise risk-based approach, by improving organisational

structure, enhancing integration and moving towards a more effective risk management framework. All the above developments should be reinforced

by the Marfin Popular Bank - Marfin Egnatia Bank merger (31.03.2011). 

6. Strengthening of capital base will permit ongoing strategic development:

The capital increase would further strengthen the Group's capital adequacy, and enhance compliance with the upcoming Basel III regulations. Primarily

relying on ensuring the already strong presence of the Group in Cyprus, the Group's objective is to develop organizational strategic goals. By tapping

into the rapidly growing client base of international business banking, the value-added services offered by the Bank can increase by focusing on more

profitable operations (e.g. advisory services) and selective expansion of the Bank in countries of the Emerging Europe.
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CORPORATE SOCIAL RESPONSIBILITY

Corporate Social Responsibility is one of the main strategic pillars of Marfin Popular Bank. It constitutes an integrated framework of policies and practices

which ensure the active contribution of the Group to coherence, sustainable development and welfare of the societies in which the Group is operating.

The main objectives of Corporate Social Responsibility is humanitarian contribution and solidarity, the adoption  of socially responsible practices in all the

sectors of our business activities, the contribution to the protection of the environment and  sustainable development, the support of education, culture

and sports.

MARFIN LAIKI BANK

Humanitarian offer

The Radiomarathon of children with special needs constitutes the most important humanitarian function of our Bank but also the largest voluntary institution

in Cyprus.

The Radiomarathon benefits every year hundreds of families as well as foundations and organisations which provide care, education, employment and

entertainment to children with special needs.

In Cyprus, the 21st Radiomarathon through tens of events, with the participation of thousands of volunteers, managed to collect x 2.320.000. Until today,

the Radiomarathon has provided assistance to children with special needs amounting to x 30.689.783.

Similar activities and events are also organised in the countries where Marfin Popular Bank is operating.

With the sponsorship of our Bank, the Seat of European Studies was established at the University of Cyprus in June 2010. The first to be appointed to this

post was Professor Christoforos Pissarides who subsequently was awarded the Nobel prize in Economics and rendered proud all Cypriots.

For the second consecutive year Marfin Laiki Bank, jointly with Olympic Air, sponsored the programme “A day at the Museum”, thus giving the opportunity

to thousands of Cypriot students to visit the Museum of Acropolis in Athens.

Cultural Centre of Marfin Laiki Bank

The Culture Centre continued to be highly active in 2010, pursuing further its three main objectives, namely the addition of value to the Bank, the investment

in art and culture and the creation of lasting relations.

In May 2010, the Cultural Centre of Marfin Laiki Bank in pursuance of a remarkable tradition of promotion of photographic art, it presented the exhibition

and homonymous edition:

“Andreas Soteriou: Famagusta 1940-1950, Photographic Memories”

This photographic dedication depicts Famagusta during the period 1940-1950, its landscape, its people and its culture.

The luxurious bi-lingual edition “Andreas Soteriou: Famagusta 1940-1950, Photographic Memories” was awarded the first prize of Editorial Adequacy by

the Cyprus Bibliographic Society.

In October 2010, the Cultural Centre, in honour of the 50th anniversary of the Republic of Cyprus, organised the exhibition “Art is...Cypriot Art through the

Centuries” which was inaugurated by the President of the Republic of Cyprus, Mr. Demetris Christophias.

The exhibition presents the evolution and the social role of Cypriot art, from antiquity to our days, through exhibits from the collection wealth of the Bank,

selected from the Collection of Modern Art, its Ethnographic Collection and the Collection of Antiquities from the Pierides Museum-Marfin Laiki Bank. The

exhibition will last for two years and within its framework the educational programme “Art is...” is operating for children of Elementary Education, giving

them the opportunity to study the art of the inhabitants of Cyprus, from antiquity to the present time.

Simultaneously, the Bank’s Cultural Centre presented the luxurious edition “Yours Sincerely” which depicts the evolutionary course of the Cypriot artists,

starting from the “fathers” of contemporary Cypriot art to its present representatives.

Environment, Sustainable Development

In implementation of the European directives and policies for sustainable development, Marfin Popular Bank has placed among its activities special

programmes and practices and has developed special products which are conducive to the protection and improvement of the environment. A special project

for paper recycling has been in operation for several years in the Bank’s branches and offices.

The purchase and the maintenance of mechanical equipment are performed on the basis of the most advanced ecological standards securing energy saving.

The Bank offers special incentives for the utilisation of renewable sources of energy, the containment of emissions of carbon dioxide in transport activities

and the promotion of the idea for a green home.
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Security and Health

Committees of Security and Health operate at all the premises of the Bank. First aid equipment, including Automated External Difibrilators, has been

installed on a large scale, while over 450 staff members have been trained in matters of first aid, so that they can provide help to the staff, the customers

or other fellow-citizens in case of need.

Marfin Football Championship

As from 2007 and for five consecutive years the Bank is the exclusive sponsor of First Division Football Championship of the Cyprus Football Federation.

Through this sponsorship, the football clubs are financially supported, while athletic symposiums, events and other activities take place such as Marfin Laiki

All Star Game, and others aiming at the cultivation of the athletic spirit and fair play, particularly among the children and young people.

Road Safety and Fire Safety

For the eleventh consecutive year, Laiki Insurance jointly with the Traffic Department of the Cyprus Police, organised the Pancyprian Road Safety Week,

aiming at cultivating road conscience and culture among children.

For the tenth consecutive year, in collaboration with the Fire Service of Cyprus, the Fire Safety Week was organised, with the objective of cultivating the

right behaviour and mentality regarding the hazards that fire is fraught with, as well enlightenment on the preventive measures. 

MARFIN EGNATIA BANK

The programme of Corporate Social Responsibility of Marfin Egnatia Bank aims at the protection of the environment as well as at the active social and

humanitarian contribution.

For man and society

Sports in the neighbourhood: At Marfin Egnatia Bank we support football clubs where children and young people enjoy their favourite sport. The support

programme is addressed mainly to amateur clubs, with emphasis on those in remote areas. The amounts granted are usually intended for the purchase of

materials, equipment, for the improvement of training places, as well as for the participation in championships and tournaments inside and outside Greece.

Marathon of love for the child: By organising the Marathon of Love for children with special needs and particular activities, we have managed to support

financially more than 550 foundations, clubs and families in Greece thus contributing to the improvement of the conditions of life, education and treatment of

these children. In Christmas 2010, the Marathon of Love for the Child was organised by Marfin Egnatia Bank, in cooperation with Marfin Foundation and with

the support of the Marfin Investment Group’s companies.

Marfin Foundation: The Foundation was established with the aim of contributing more effectively to the management of the already multifarious social

and humanitarian activity of the Group, which covers many areas with emphasis on the support of people with low incomes facing health problems, children

with special needs, the youth, the protection of the environment, the assistance the fire stricken and forest protection.

“Environmental conscience against poverty” 

A new form of development of social capital has been adopted by Marfin Egnatia Bank in Attica.  A new programme of social economy aiming primarily at

the reduction of social preclusion and the entry of precluded persons to the social web, as well as the development of voluntary activities of the personnel

and the reduction of the environmental imprint of the Bank.

It concerns a programme of paper recycling which is carried out in cooperation with the social partnership “Climaxplus” and the NGO “Climaka”. More

concretely, socially precluded individuals collect the paper from the cooperating companies, while Individuals with Special Needs separate it and resell it

to a pulpifying company and receive the amount of the resale. Through the revenue from the resale of paper, permanent places of work are created for

those who join the programme, while the Day Centre and the House for Homeless People of the Organisation, which at this moment offers hospitality to 15

persons, who besides roof and food, receive also psychological support from the specialist psychologists of the Organisation, is supported financially.

The project was awarded first prize in Greece, in the category “innovation” within the framework of the Competition for the European Year of Volunteers

2011, which is co-organised by the European Commission and the national partners of the European Network for Corporate Social Responsibility.

In addition, important ecological initiatives and actions by Marfin Investment Group are supported by the Bank and concern the protection of Parnis, of

Parnon, as well as the revival of the olive grove of Peloponnisos which was stricken by the catastrophic fires.
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ECONOMIC DEVELOPMENTS

Following the contraction of 2009 growth turned positive in the second quarter of 2010 driven mainly by activity in international banking and business services.

Tourism recovered moderately following years of subdued growth, whilst manufacturing, construction and real estate maintained their downward trend.

Overall growth in the year is estimated at about 0,9% and the medium-term outlook remains favourable.  

On the prices front, inflationary pressures escalated and the consumer price index registered an increase of 2,4% compared with only a marginal increase

of 0,4% the year before. This acceleration in the rate of inflation was mainly the result of higher oil and energy prices in comparison with the preceding

year. Price pressures from the non-tradable sectors, most notably education, health care and hotels and restaurants also contributed to rising inflation whilst

import prices had dampening effects.

Domestic demand had only a marginal contribution to growth in 2010 driven mainly by increases in stocks. Private consumption, government consumption

and fixed investment expenditures had dampening effects. In the external sector, the exports of goods and services recorded considerable growth as

imports of goods and services grew only marginally following significant declines the year before. Thus, the external sector had a significant positive

contribution to growth.

In the area of public finances, the budget deficit of the general government dropped marginally to 5,5% of GDP from 6% of GDP in 2009. The primary

balance also improved despite higher interest payments. The public debt on the other hand, rose significantly to 61,7% of GDP compared with 58% of

GDP in 2009. The revenue side of the budget equation recovered as economic activity picked up and new tax measures were introduced. However,

expenditures also rose considerably driven by public wages and social transfers. The gradual improvement in public finances is expected to continue into

the medium-term and additional measures will be needed, especially on the expenditure side, in order to reduce the public debt ratio.

The situation in the current account of the balance of payments continued to improve in the year and the deficit narrowed further to about 5,5% of GDP

from 8% in the preceding year. However, this was exclusively the result of considerable improvement in the incomes balance. 

In the monetary sector, both domestic credit and the broad money supply expanded very moderately in the year as economic activity remained relatively

subdued. There was some upward pressure on domestic deposit rates and long government yields especially in the latter part of the year. Such pressures

are likely to continue into 2011.

Conditions in the labour market deteriorated further and the average unemployment rate increased to 6,5% from 5,8% the year before. The increase in the

registered unemployed emanated mainly from the sectors of construction, manufacturing, transport, trade and real estate.

Regarding projections for 2011, real GDP growth is expected to accelerate as economic activity continues to recover. The prevailing uncertainty regarding

the broader economic environment and the high debt burdens of households and corporations will be constraining both private consumption expenditures

and fixed investments. The external balance, however, will continue to contribute positively to GDP growth. Price inflation is expected to accelerate reflecting

the effects of elevated energy prices and indirect taxes. In the labour market, employment levels and the unemployment rate are expected to remain at

2010 levels.
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Synopsis of Group Results

Profitability

Group net profit attributable to the shareholders of the Bank for 2010 reached x 87,1 million. Group net profit attributable to the shareholders for 2010,

adjusted for one-off tax of x 8,2 million, reached x 95,3 million. Earnings per share amounted to x 10,2 cent.

Net interest income rose 12% on an annual basis to x 709,5 million in 2010, due to the combined impact of expanding balance sheet and improving net

interest margin. Net interest margin rose by 10 basis points on an annual basis from 1,72% in 2009 to 1,82% in 2010. The margin expansion has been

primarily driven by further asset repricing in Greece.

The net fee and commission income was 12% lower on an annual basis to x 200,5 million, mainly driven by low activity in both equity capital markets and

commercial banking.

Financial and other income amounted to x 102,4 million in 2010 from x 211,2 million in 2009, as 2010 proved a very difficult year for fixed income markets.

Operating expenses grew by 3% on an annual basis to x 645,8 million. The decelerating growth rate of operating expenses from 8% on an annual basis in

June 2010, to 7% on an annual basis in September 2010, and 3% on an annual basis in December 2010, reflects the effectiveness of the adoption of a tight

restructuring program aiming to realise further cost efficiencies. The upcoming completion of the Marfin Popular Bank merger with Marfin Egnatia Bank

should lead to a materially improved level of Group integration and further cost reduction.

31.12.09

635,8

227,9

211,2

1.074,9

624,5

250,6

18,0

217,8

47,4

3,5

173,9

186,7

20,8 cent

31.12.10

709,5

200,5

102,4

1.012,4

645,8

266,1

14,2

114,7

25,5

2,1

87,1

95,3

10,2 cent

Δ % 

11,6%

(12,0)%

(51,5)%

(5,8)%

3,4%

6,2%

(21,3)%

(47,3)%

(46,3)%

-

(49,9)%

(45,2)%

(xx million)

Net interest income

Net fee and commission income

Financial and other income

Total operating revenues

Operating expenses

Provision for impairment of advances

Share of profit from associates

Profit before tax

Tax

Non-controlling interests

Net profit attributable to the owners of the Bank

Net profit attributable to the owners of the Bank 

(adjusted for one-off tax)

Earnings per share - for profit attributable to

the owners of the Bank

(         ) (         )

(         )

(       )

(     )

(       )

(         )
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Balance Sheet highlights

31.12.09

25.894

41.828

23.886

31.12.09 

9,1%

11,5%

58,1%

1,72%

105%

6,1%

100bps

7,7%

0,42%

31.12.10

27.431

42.580

25.508

31.12.10

12,0%1

13,7%1

63,8%

1,82%

104%

7,3%

100bps

3,8%

0,21%

Δ(%)

6%

2%

7%

Key balance sheet items  (x m)

Advances to customers (gross)

Total assets

Customer deposits

Key ratios

Tier I

Capital adequacy ratio

Cost / income

NIM

Loans / Deposits

NPLs

Cost of credit (Provisioning)

RoTE (return on tangible equity)

RoA (return on assets)

1  Proforma for the completion of the x 488,2 m rights issue and the disposal of the Australian subsidiary

The Group gross loan portfolio grew by 6% in 2010, outpacing the respective Hellenic system growth rates, with the main drivers being: on product basis

corporate loans and mortgages, and on regional basis Cyprus and international operations, especially Serbia, Russia and Ukraine.

On an annual basis, deposits registered a 7% increase to x 25,5 billion, mainly as a function of strong deposit gathering in international business banking

(IBB) in Cyprus (IBB deposits 35% higher on an annual basis) and an 18% increase in deposits at the Group’s international operations. 

Advances to customers (x bln)

12.2 12.5 12.5

9.4 10.3 10.5

2.9 2.9 3.01.4 1.5 1.4
25.9 27.2 27.4

+5.9%

2009 3Q 2010 2010

1.36%

Y/Y

4.8%

12.0%

2.1%

Greece

(1)

(1)

(1)

CyprusInternationalInt’l Shipping

Excluding shipping loans

2.3

Customer deposits (x bln)

6.5
4.4

2.9 3.023.9 24.9 25.5

7.0%

2009 3Q 2010 2010

18.3%

Y/Y

34.6%

9.2%

(9.3)%

GreeceCyprusIBBInternational

9.6

7.0

5.8

2.5

9.7

7.1

6.0

2.7

10.7
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Liquidity profile

The liquidity of the Group is amongst the healthiest within the broader Hellenic banking sector. Despite constrained liquidity conditions, loan-to-deposit ratio

improved by 100 basis points on an annual basis to 104%, as of 31 December 2010.

Asset quality

For 2010, average quarterly NPL formation dropped by 21% on an annual basis to x 107 million, driven by improving asset quality trends across Cyprus

and international operations, primarily in Russia and Romania. In 2010 NPL ratio stood at 7,3%, showing an increase of 20 basis points versus 30

September, 2010 and 120 basis points versus 2009, but well below the 30 basis points average quarterly increase of NPL ratio over the last four quarters.

The NPL ratio has also been affected by the deleveraging of the lending portfolio, particularly in consumer lending across all regions.

Provisions for loan impairment amounted to x 266,1 million in 2010, a 6% increase on an annual basis. Provision coverage stood at 51%, as of

31 December 2010, and has been maintained stable over the last four quarters.

Capital ratios

The successful completion of the capital increase, the largest ever executed by a CSE listed bank, in combination with the recent disposal of the Australian

subsidiary, have further improved the Group capital position, boosting Tier I capital and total regulatory capital to x 3,3 billion and x 3,7 billion respectively,

corresponding to Tier I and total capital adequacy ratios of 12,0% and 13,7% respectively, based on 31 December, 2010 pro-forma figures, thus positioning

the Bank amongst the best capitalised banks in the Eurozone.

This significant increase of capital enhances the risk absorption capacity of the Group, while it allows it to implement its strategic plan. It should be noted

that the Group has not participated in any state capital support program. 

6.1% 6.3%
6.6%

7.1% 7.3%

4Q 2009 1Q 2010 2Q 2010 3Q 2010 4Q 2010

Coverage ratio

Non-performing loans and coverage ratio

Non-performing loans

51% 52% 51% 51% 51%



R
is
k 
M
an
ag
e
m
e
n
t

Annual
Report 2010



ANNUAL REPORT 10

RISK MANAGEMENT

The Group operates in several countries in an ever changing and competitive environment. The Group recognises its exposure to various risks, which may

adversely affect its profitability and its strategic goals. For this reason, risk management plays a key role in ensuring sustainable and high returns for its

shareholders, while the continuous upgrading of a reliable risk management framework is of utmost importance. 

Risk Management is mainly carried out on an unified basis, using an integrated framework of procedures, policies and methodologies. This framework is

based on domestic and international regulatory guidelines such as the Basel II Accord and the corresponding Directives of the European Union (Capital

Requirements Directive), as well as best international banking practices. The Group uses various methodologies and procedures to continuously monitor

the risks stemming from its operations and sets acceptable limits to exposures, in order to avoid the concentration of excessive risks.

The Board of Directors is responsible for the formulation of the Group risk strategy, through the Group Risk Management Committee (GRMC) and the

Executive Committees. The responsibilities of these committees include, amongst others, the formulation of the risk undertaking strategy, the supervision

of the implementation of the strategy through the development of procedures and risk management systems, the assessment of the risks undertaken, the

adequacy of provisions and the effectiveness of the risk management policy. The GRMC meets, at least, on a quarterly basis. The Group Assets and

Liabilities Committee (ALCO) and the local ALCOs also play an important role in the optimal management of assets and liabilities, credit and market risks.

The Committees meet on a regular basis, examine the latest market developments and the level of the risks undertaken, and set the strategy for the

implementation of medium-term objectives. The Risk Management Division (RMD) is responsible for the identification, assessment, management/control,

monitoring and reporting of risks.

Within the framework of setting exposure and maximum acceptable loss limits, the Executive Committees and the Group Market Risk Management

Committee constitute the main approving authorities for the relevant suggestions of the RMD and other divisions. These bodies are informed accordingly

about the level, the duration and the form of the risks undertaken. The Group’s policy provides that all limits are revised on an annual basis, whereas certain

specific limits may be revised on a more frequent basis, if such a need arises.

In 2010, the main characteristic of the financial sector was the ongoing global credit and financial crisis with the economic environment remaining unstable

and vulnerable. Concern for country credit risk intensified in the last months of the year since May 2010, especially in the eurozone area. The primary

objective of the Group is to retain its capital and liquidity strength, so as to satisfy its shareholder and client interests. In parallel, the Group aims to gradually

comply to the forthcoming regulations of increased capital requirements of Basel III.

Compared to major international banks, the Group’s loans to deposits ratio remains at comfortable levels, while its dependence on the wholesale funding

market is comparatively lower. The Group maintains a strong position of liquid assets that are used for ECB refinancing purposes, while it is not exposed to

highly structured or complex investments. As long as the macroeconomic environment remains challenging in many markets the Group operates, it will

continue to adopt a more cautious credit and investment policy. From the start of the ongoing global economic crisis, the Group has adopted a more

conservative credit policy through the application of various measures aiming at the containment of the impact on the quality of its loan portfolio. These include

tighter monitoring of credit limits, reduction of maximum loan-to-value ratios and stricter loan proposal evaluation. At the same time, the Group increased

the provision charge for loan impairment. 

It is important to note that the Group’s strong capital adequacy and liquidity position is maintained without participating in the Greek Government’s banks

support program. In the context of the efforts of the Cyprus government to further strengthen the domestic banking system, the Bank has recently participated

in the issue of special government bonds of x 3 billion, with its share amounting x 744 million. The Group has also diversified its funding sources through

covered bond issues. 

During 2010, the Bank was included in the Paneuropean Stress Test, the results of which were announced on 23 July 2010. The Paneuropean Stress Test

was organized by the Committee of European Banking Supervision (CEBS), in cooperation with the European Central Bank and the Central Bank of Cyprus.

This test was run through the application of scenarios, methodologies and basic assumptions prescribed by CEBS. As a result of the application of the

hypothetical extreme situation under an adverse scenario, the estimated consolidated Tier I ratio is readapted to 8,5% in 2011, compared to 9,4% at the

end of 2009. An additional extreme scenario of sovereign risk is expected to have an extra negative impact up to 1,4% on the estimated Tier I ratio, declining

to 7,1% by the end of 2011, compared to the minimum percentage of 4% provided by the European Capital Requirements Directive. The Stress Test resulted

in a surplus of x 302 million in Tier I, compared to the minimum level of 6%, which has been set overall for the purposes of the above test. This specific

limit must in no case be interpreted as the minimum ratio set by the Regulator (the minimum regulatory ratio for the Tier I has been set to 4%), nor as the

capital target which reflects the Bank’s risk profile, as it is defined by the results of the supervisory review and evaluation process of Pillar 2 of the European

Capital Requirements Directive (CRD).

CREDIT RISK

Credit risk stems from the possibility of non-prompt repayment of existing and contingent obligations of the Group’s counterparties, resulting in the loss of

funds and profits.
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Credit risk management

The credit risk management function covers a wide range of activities that commence at the stage of credit risk undertaking, continue at the stage of credit

risk management and end up at the management of problematic cases and at the collection stage. Credit risk management focuses on ensuring a

disciplined risk culture, risk transparency and rational risk taking, based on international recognised practices.

Credit risk management methodologies are adjusted to reflect the changing financial environment. The various credit risk assessment methods used are

revised at least annually or whenever deemed necessary and are adjusted to be in line with the Group’s overall strategy and objectives.

The Group’s lending portfolio is split into retail, commercial and corporate. The primary lending criterion is the borrower’s repayment ability. Additionally,

emphasis is placed on the quality of collateral, either in the form of tangible collateral or guarantees.  

The Group conducts stress tests in order to assess the impact of exceptional but possible scenarios on the quality of its loan portfolio, profitability and

capital adequacy.

Credit limits of authority indicate the hierarchy of approving credit facilities to the Group’s customers, so that the higher the credit risk involved in the

transaction, the higher the level of authority required to approve the transaction. The structure of the credit limits is based on: (a) the creditworthiness of

the customer, (b) total customer facilities, (c) the level and the quality of the collateral/security, (d) the type and duration of the facility.

The methods for assessing credit quality vary according to the counterparty type, which falls in one of the following categories: central governments (for

buy and hold strategies with respect to bonds), financial institutions, small, medium and large businesses and private individuals.

Private individuals are being assessed by two different internal rating systems. The first system is applicable to existing customers and is based on their

past credit behaviour and overall cooperation with the Group. The second system includes: (a) credit scoring that utilizes both demographic factors and

other objectively defined criteria, such as income and property owned, and (b) separate credit scorecards for different product types. The internal rating

systems vary depending on the Group subsidiary to which they belong, as well as the availability of data.

For the assessment of small, medium and large businesses, the Group uses both the behavioural system and the Moody’s Risk Advisor/ Analyst system,

which assesses the financial strength of a business based on both financial and qualitative data, as well as on the industry sector in which the business

operates.

The collateral policy followed enables the Group to better manage credit risk. In general, common principles exist for all subsidiaries, with minor differences

with regard to the acceptable collaterals due to the different environments and country specific conditions.

The collateral policy principles determine: (a) the desired cover per collateral type, (b) the types of acceptable collaterals, which vary depending on the

country specific environment, and (c) that periodic revaluations should be performed, either by credit officers or by external official valuers.

Problematic credit exposures are identified and monitored at an early stage through the internal rating system, the credit facilities approval procedures and

controls and lending portfolio evaluation. These exposures are closely monitored at both the divisional management level and at head office level.

Concentration risk

Concentration risk arises from the uneven distribution of exposures to individual borrowers, specific industries or economic sectors,  geographical regions

or product types. The Group recognises that concentration of exposures in credit portfolios is an important aspect of credit risk. Concentrated portfolios

imply volatile returns and have to be supported by capital buffers. Therefore, the effective management and limit setting for this risk are of fundamental

importance.

The Risk Management Division ensures that exposures to individual borrowers, groups, geographic areas and other concentrations do not become excessive

in relation to the Group’s capital base and that they are in accord with the limits set by the Executive Committees. The Risk Management Division is also

responsible for reporting concentrations of risks to the Group Risk Management Committee, the Assets and Liabilities Committee, the Central Bank of

Cyprus and the Central Banks of the countries in which the Group is operating.

MARKET RISK

Market risk is defined as the current or potential risk of financial loss on earnings and capital which stems from adverse fluctuations in interest rates,

foreign exchange rates, bond prices, prices of equity securities and of other assets which are held in the trading and banking book. Market risk arises from the

uncertainty and volatility of prices and rates as they change in the relevant markets over time, including interest rates, equity prices and foreign exchange

rates.  The trading activities of the Group are relatively limited and do not include investments in structured products or other complex trading strategies.

Group priority is to implement an effective and efficient framework which is consolidated into a comprehensive risk management framework.
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Identification and categorisation of market risks

The most important market risks to which the Group is exposed are the following:

a) Interest rate risk: 

stems from the exposure of the Group’s financial condition to adverse movements in interest rates on its financial positions and cash flows.

b) Currency risk:

relates to the risk arising from fluctuations in the value of financial instruments and assets and liabilities due to changes in exchange rates.                 

c) Liquidity risk: 

the risk that the Group is unable to meet its obligations as they fall due as a result of a sudden and potentially protracted increase in net cash outflows.

It also includes the risk of securing these financial resources only at excessive cost.

d) Counterparty risk:

the possibility that a counterparty (i.e. a bank or a financial institution) with which the Group enters into a specific transaction defaults before the final

settlement of the transaction.

e) Country risk:

involves various risks that may be generated at country level as a result of political or economic events (these include political risk, risk of government

default, inability to convert local currency to any major currency (convertibility risk) and transferring it out of the country (transferability risk).

f) Risk from changes in the prices of equity and other debt securities:

the risk in relation to adverse changes in the current prices of equity and other debt securities owned by the Group.

The Group has established a market risk management framework, where the accurate assessment of financial risks occupies a key position. The Group’s

aim is the continuous improvement of this framework in order to minimize the potential adverse consequences of market risks.

The most important activities undertaken in 2010 by the Risk Management Division, as far as the market risk management department is concerned, were

the following:

• Establishment of Group Market Risk and Group Assets and Liabilities Committees (GMRC and GALCO)

• Participation in the Group’s team responsible for the completion of the Internal Capital Adequacy Assessment Process (ICAAP)

• Further improvement in the Group liquidity monitoring and methods 

• Further improvement in the risk management methods, assessments and monitoring of counterparty, country and market risks at Group level   

Roles and responsibilities

The general policy and appetite to risk taking are determined by the Board of Directors (BoD),  the Group Risk Management Committee (GRMC) and the

Group Market Risk Committee (GMRC). The GRMC supervises all Group activities associated with risk management aiming to identify, assess and manage

all major business risks.

RMD operates independently of any other management functions, reports to GRMC and GMRC and is responsible for setting prudent and appropriate

procedures and methodologies for controlling, evaluating and measuring all major sources of market risk embedded in the Group’s operations, based on

Group Policies. The Risk Management Division informs higher authorities on the levels and types of market risks undertaken.

The responsibilities for the approval of acceptable limits, the types of market risks undertaken, the methodologies for their measurement, the risk management

strategies and the evaluation of the capital adequacy levels belong to the Board of Directors, the Group Risk Management Committee, the Executive

Committees, the Group Assets and Liabilities Committees (GALCO) and the Group Market Risk Committee (GMRC). The Committees meet at regular

intervals during the year as well as on an ad hoc basis when it is deemed necessary. 

The Group has introduced the Group Market Risk Committee (GMRC) to support the Group Risk Management Committee (GRMC) in its duties related to

the Group Market Risk Management Framework. The GMRC reviews and approves limits supporting the Group Market Risk Management Framework,

within the risk tolerance level determined by the Board. GMRC also reviews policies and approves procedures and methodologies related to the Group Market

Risk Framework.  Additionally, it reviews and evaluates breaches of risk limits, stress testing results, whilst at the same time it monitors the effectiveness of

the Market Risk Management function throughout the Group.

Policies, Procedures and Limits

The Group is in a continuous process of developing and upgrading common policies, procedures and risk methodologies in relation to the measurement

and evaluation of the major market risks across the Group. For each type of market risk, the appropriate methodology is applied for its assessment and the

setting of relevant limits. 

The Group Market Risk Manual describes the principles and procedures for market risk management. The Trading Book Policy describes the procedures

for the proper and timely allocation and measurement of the trading positions and the accurate evaluation of the inherent risks. In addition, a Group Liquidity

Policy and Group Interest Rate Risk Policy are in place.
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Systems, measurement and monitoring

The monitoring, control and confirmation of the positions and limits of the Treasury is carried out, in all cases, by an independent support unit (e.g. Treasury

Back Office or Risk Management). The Group uses two main systems (AG-Quantum and AG-Risk) for the measurement and reporting of its positions,

which encompass all the trading and banking activities, except equity transactions. These systems are used by the Treasury operations for limit monitoring

and accounting support and the evaluation and management of risk. The Value at Risk (VaR) model has been installed to collect and quantify maximum

expected losses in foreign currency, interest rate and equity risks, credit risk in bonds in major trading activities and the available for sale portfolios for the

Group and major subsidiaries.

Stress Testing

Stress testing is performed at Group level and for the subsidiaries exposed to market risks. For the estimation of consequences/losses which the Group

may incur in exceptional situations, stress tests are conducted on a regular basis, in order to estimate the impact on capital level and profit in the event of

extreme movements in the capital markets, liquidity risk and foreign exchange risk. The scenarios implemented are based on the suggestions of the Central

Bank of Cyprus, as well as on internally developed stress test scenarios.

OPERATIONAL RISK

Operational risk is defined as the risk of loss resulting from inadequate or failed internal processes (including lack of or inadequate procedures or errors),

people (including deliberate negligence or internal fraud), systems and external events (including external fraud and natural disasters). The definition also

includes legal risk.

This does not include strategic or reputational risk or other risks leading to indirect losses/opportunity costs. These risks are, however, taken into serious

consideration in the various Group procedures, such as risk assessment and loss collection, due to the potentially significant impact on the Group.

The Group has adopted an operational risk management framework and procedures for the identification, assessment, management, monitoring and

reporting of operational risks. Operational risks are identified and assessed mainly through Risk and Control Self Assessment (RCSA) workshops on a

periodic and ad-hoc basis.  Action plans are then put in place for managing the major operational risks identified (mainly as part of RCSA Workshops or

on an ad-hoc basis) for control/mitigation, transfer, avoidance or retention of operational risk. The Group also retains insurance to cover important operational

risks. Operational Risks are monitored by setting up Key Risk Indicators and by recording Operational Loss events on the electronic Operational Loss

Database.

Operational Risk Management also participates, in a consultative capacity, in the evaluation of new and existing procedures, new products and services,

important developments (mergers, acquisitions etc) for the purpose of assessing risks and establishing the necessary control and risk management

mechanisms, outsourcing arrangements with the objective of identifying any risks that might emerge and Contigency Planning, Disaster Recovery and

Business Continuity Issues.

As in previous years, the Operational Risk Department has contributed to the continuous effort of further strengthening the overall internal control environment

through the adoption or enhancement of procedures and controls aimed at further reducing operational risk, including fraud risk. All Operational Loss events

including actual, potential or near miss events (subject to a minimum amount) are recorded in the Loss Database. Credit and market risk events are

considered Operational Losses and included in the above fields only to the extent that they result from operational causes. Any indirect costs (e.g.

reputational cost) or opportunity costs associated with a loss event are not included in the Operational Loss fields and are reported separately, in the

Indirect/Opportunity Cost field only. Selected Key Risk Indicators (KRI) have also been implemented to allow continuous monitoring of risk levels focusing

on selected high risks. 

Internal operational risk reports are compiled on a periodic basis and communicated to senior management and the Group Risk Management Committee

(GRMC). These reports cover all major issues and the results of operational risk procedures including RCSA results immediately after the completion of

the periodic RCSA workshop or after any ad hoc re-evaluation of risks, progress reports regarding the implementation of Action Plans for identified risks,

Major Operational Losses and KRI breaches.

To further enhance staff awareness about operational risk management issues, training sessions are carried out on a periodic basis.

INFORMATION SECURITY

Information security risks stem from the weaknesses of technology systems and processes that have an impact on the Bank’s information (including

confidentiality, integrity and availability). Because information security is highly significant, the Bank has set up an Information Security Department staffed

with specialised personnel and reporting to the Risk Management Division, aiming to an integrated management of risks.

Information Security Management is responsible for managing the security policies of the organization in order to ensure proper governance of information

management. The secure deployment of the technology used within the Bank is another major responsibility, attempting to reduce any gaps emerging from

the use of new and existing technology deployed. 



ANNUAL REPORT 10

RISK MANAGEMENT

Information Security conducts Risks Assessments in an effort to identify risks on the various business units, processes and systems. To this end, it works

closely with management so that best practices are followed. The Bank’s security posture is monitored by conducting Internal and External Penetration Tests

throughout the year together with various specialised Security Reviews. Because people is one of the most important pillars in securing the Bank’s

information, the Group follows a continuous security awareness program to keep awareness high at all times.

The various Information Security issues are overseen by an Information Security Committee composed of members from relevant Divisions (including Risk

Management, IT, Compliance, Audit and Organisation). 
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The Board of Directors presents its report and the audited consolidated financial statements of Marfin Popular Bank Public Co Ltd Group (the 
“Group”) for the year ended 31 December, 2010.

Principal activities
The principal activities of the Group continue to be the provision of banking and financial services.  Also the Group offers insurance services
through an associate (Note 26).

The Group operates through subsidiary companies, branches and representative offices in Cyprus and abroad.

Group restructuring, business acquisitions and disposals
On 15 May, 2009 the Boards of Directors of Marfin Popular Bank Public Co Ltd (the “Bank”) and its subsidiary Marfin Egnatia Bank S.A. decided the 
commencement of merging the two Banks with the transformation date being 30 June, 2009.

On 15 September, 2009 the Boards of Directors of the two Banks decided the continuation of their merger process through the absorption of
Marfin Egnatia Bank S.A. by Marfin Popular Bank Public Co Ltd in order for the legal seat of the Group to remain in Cyprus.  The merger will be
effected according to the provisions of the EU Directive 2005/56/EC regarding cross-border mergers of capital companies, which has been
incorporated in the Cypriot and Greek legislation through laws L186(1)/2007 and L3777/2009 respectively. 

On 26 November, 2009 the Boards of Directors of the two Banks decided to convene Extraordinary General Meetings of the shareholders for the
approval of the merger.  On 23 December, 2009 the Extraordinary General Meetings of the shareholders approved the Cross-Border Merger
through the absorption of Marfin Egnatia Bank S.A. by Marfin Popular Bank Public Co Ltd.

Following the 15 December, 2010 decision of the Nicosia District Court, the date of the conclusion of the Cross-Border Merger was set as 31 March, 
2011 (12:00 p.m.).

On 28 February, 2011, the sale of 85% of Laiki Bank (Australia) Ltd to Bank of Beirut s.a.l. was completed.  The Bank will remain as a minority
shareholder in Laiki Bank (Australia) Ltd until at least February 2013.  From February 2013 onwards the Bank has the option to sell its remaining 
stake to Bank of Beirut s.a.l.

Details on the Group’s restructuring and business acquisitions are presented in Notes 49 and 51 of the consolidated financial statements. 

Review of results for the year and prospects for the future
The results for 2010 are shown in the consolidated income statement on page 51.  The Group profit before provision for impairment of advances
reached € 366,6 m compared to € 450,4 m in 2009.  After provision for impairment of advances of € 266,1 m and share of profit of associates of
€ 14,2 m, profit before tax reached € 114,7 m against € 217,8 m in 2009.  After deducting tax of € 25,4 m and non-controlling interests of € 2,1 m,
net profit attributable to the equity holders of the Bank reached € 87,1 m compared to € 173,9 m in 2009.

The Group delivered another year of resilient operating performance, despite exceptionally adverse economic conditions.  The 12% annual net
interest income growth, which drove the Group’s core income 5% higher, underlines the Group’s expanding balance sheet and effective re-pricing. 
For the year 2010, Group loans and deposits grew by 6% and 7% respectively, significantly outpacing the respective Hellenic system growth rates
and further improving the Group’s loan to deposit ratio by 100 basis points to 104%.  Furthermore, revenue expansion was combined with tight 
cost control and stabilising asset quality trends.  NPL formation, for the year, declined by 21%, while cost of credit remained stable at 100 basis 
points with provision coverage at a comfortable 51% level.

The successful completion of the capital increase, the largest ever executed by a Cyprus Stock Exchange listed company, in combination with the 
recent disposal of the Australian subsidiary, have further improved the capital position, boosting the Tier I and total regulatory capital to € 3,3 bln 
and € 3,7 bln respectively, corresponding to Tier I and total capital ratios of 12,0% and 13,7% respectively, based on 31 December, 2010 pro-forma
figures, thus positioning Marfin Popular Bank amongst the best capitalised banks in the Eurozone.

The recent capital-enhancing exercises enable the Group to fully align its capital structure to its strategic business objectives, as well as to the
forthcoming Basel III capital requirements, thus dramatically improving its long-term growth potential.

Dividend
On 25 November, 2010 the Board of Directors decided the distribution of interim dividend of € 0,22 from the 2008 profits in the form of shares
issued by the Bank with an issue price of € 1,4472 per share.   

The Board of Directors recommends a dividend payment of € 0,10 (2009: € 0,08) per share in the form of shares issued by the Bank with an issue
price of € 1,00 per share.   
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Share capital
On 23 December, 2009 the Extraordinary General Meeting of the shareholders approved the authorisation of the Board of Directors for the issue of
5.781.000 new ordinary shares of the Bank of a nominal value of € 0,85 each, in the framework of the Cross-Border Merger through absorption of
Marfin Egnatia Bank S.A. by the Bank, to be exchanged with 8.594.000 ordinary common shares of Marfin Egnatia Bank S.A.  The Bank’s shares to
be issued, in exchange for the above common ordinary shares, not to be offered at first to existing shareholders of the Bank, as provided by the 
Articles of Association of the Bank, but to be offered to the existing shareholders of Marfin Egnatia Bank S.A. (except from the Bank itself) according
to the provisions of the Common Terms of the Cross-Border Merger and the decisions of the Boards of Directors of the merging companies.  The
new shares which are in the process to be issued in the context of completion of the merger, as mentioned above, will have the same rights as the
existing fully paid shares of the Bank.

On 25 May, 2010 the Extraordinary General Meeting of the shareholders approved the increase of the authorised share capital of the Bank from
€ 935.000.000 to € 1.062.500.000 by the creation of 150.000.000 additional shares, of nominal value of € 0,85 each. 

On 21 June, 2010, the Bank issued 10.133.000 new ordinary shares, of nominal value of € 0,85 each, which resulted from the re-investment of the
dividend for the year 2009 in accordance with the Dividend Re-investment Plan.  Based on the Plan, the Bank’s shareholders had the option of part
or full re-investment of the net 2009 dividend paid, into shares of the Bank.  The exercise price of the re-investment right of the 2009 dividend was 
set at € 1,34 per share, that was 10% lower than the average closing price of the Bank’s share in the Cyprus Stock Exchange and the Athens
Exchange for the period from 1 June to 7 June, 2010.  The trading of the newly issued shares commenced on 15 July, 2010.

On 18 November, 2010, the Extraordinary General Meeting of the shareholders approved the increase of the authorised share capital of the Bank 
from € 1.062.500.000 to € 1.766.500.000 by the creation of 840.000.000 additional shares, of nominal value of € 0,85 each.

On 16 December, 2010, the Bank issued 123.830.000 new ordinary shares, of nominal value of € 0,85 each, which resulted from the distribution of
interim dividend of € 0,22 per share in the form of shares issued by the Bank with an issue price of € 1,4472 per share which was 10% lower than 
the average closing price of the Bank’s share on the Cyprus Stock Exchange and the Athens Exchange for the period from 11 October to 15 October,
2010.  The trading of the newly issued shares commenced on 22 December, 2010.

On 16 February, 2011, the Bank issued 488.168.000 new ordinary shares, of nominal value of € 0,85 each, which resulted from the share capital
increase through payment in cash and nil paid Rights in favour of existing shareholders of the Bank, in accordance with the terms and procedures of 
the Approved Prospectus dated 21 December, 2010, as applicable.  The nil paid rights were issued and allotted to the existing shareholders at a
ratio of one nil paid right for every ordinary share and every two nil paid rights which were exercised at a total exercise price of € 1 were converted 
into one fully paid share of the Bank.  The trading of the new shares commenced on 23 February, 2011.

The Articles of Association of the Bank do not specify any restrictions in the transfer of the shares of the Bank.

The share capital and share premium are presented in Note 37 of the consolidated financial statements.

Shareholders with more than 5% of share capital
The shareholders of the Bank with more than 5% of the share capital are presented in Note 47 of the consolidated financial statements.

Shareholders’ Agreements
The Bank is not aware of any agreements between its shareholders which might result in restrictions on the transfer of the Bank’s shares or in the
exercise of the voting rights conferred by its shares.

Important Agreements which come into effect, are amended or expire following a public offer
There are no agreements which come into effect, are amended or expire in case of change of control following a public offer.

Agreements with Members of the Board of Directors or employees of the Bank
There are no agreements of the Bank with Members of the Board of Directors or its employees which provide for the payment of compensation in
case of the resignation or release without valid reason or in case of termination of their employment due to a public offer.

Risk management
As any other financial institution, the Group is exposed to risks. The nature of these risks and the Group’s risk management policies are explained 
in Note 44 of the consolidated financial statements. 

Post balance sheet events
Post balance sheet events are disclosed in Note 53 of the consolidated financial statements.
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Board of Directors 
The Members of the Board of Directors of the Bank are shown on page 2.

Soud Ba’alawy resigned from the Board of Directors on 9 February, 2010.

Andreas Vgenopoulos, Neoclis Lysandrou, Vassilis Theocharakis, Efthimios Bouloutas, Christos Stylianides, Panayiotis Kounnis, Eleftherios Hiliadakis,
Platon E. Lanitis, Constantinos Mylonas, Stelios Stylianou, Markos Foros and Joseph Kamal Eskander were re-elected by the Annual General
Meeting of the shareholders on 25 May, 2010.

In accordance with Article 96 of the Articles of Association, Abdulrazaq Al Jassim and Fadel Al Ali were proposed to the Bank and were elected as
new Members of the Board of Directors by the Annual General Meeting of the shareholders on 25 May, 2010.

On 27 May, 2010, the Board of Directors re-appointed Andreas Vgenopoulos as Non Executive Chairman and Neoclis Lysandrou and Vassilis
Theocharakis as Non Executive Vice Chairmen.

Joseph Kamal Eskander resigned from the Board of Director on 27 July, 2010.  On the same date the Board, in accordance with Article 98 of the
Articles of Association, appointed as a new Member Hesham Al Qassim who offers himself for re-election at the Annual General Meeting of the
shareholders. 

The remuneration of the Members of the Board of Directors is shown in Note 48 of the consolidated financial statements. 

The interests of the Members of the Board of Directors in the share capital of the Bank are shown in Note 46 of the consolidated financial
statements.

Statement regarding Corporate Governance Code
The Board of Directors has adopted the Corporate Governance Code of the Cyprus Stock Exchange (CSE) which is available on the CSE website,
www.cse.com.cy.

The Board of Directors fully complies with the provisions of the CSE Corporate Governance Code with the exception of the provision A2.3 for the 
number of independent Non Executive Directors for which the Code allows an exception by giving the necessary explanation and authorises the
CSE Council to grant companies reasonable time for complying with provision A2.3 which will not exceed twelve months. The Bank has applied to
the CSE Council which has granted the Bank a compliance period until 31 December, 2011. 

The Corporate Governance Report of the Group for 2010, which has been prepared in accordance with the provisions of the CSE Code, includes the 
above mentioned explanation, as well as the information required by Article 5 of the Directive DI190-2007-04 of the Cyprus Securities and
Exchange Commission.  The Corporate Governance Report of the Group is shown on pages 43 to 48.

The Bank has not issued any share capital which gives any special rights of control or impose any voting limitations.

Independent Auditors
The Independent Auditors, PricewaterhouseCoopers Limited and Grant Thornton (Cyprus) Limited, have expressed their willingness to continue in
office.  A resolution recommending their reappointment and giving authority to the Board of Directors to fix their remuneration will be proposed at
the Annual General Meeting of the shareholders.

By order of the Board 

Andreas Vgenopoulos
Chairman 

Nicosia, 29 March, 2011
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Part A
The Cyprus Stock Exchange (CSE) had adopted in September 2002 a Corporate Governance Code (the “Code”) for companies, which are listed on 
the Stock Exchange.  The Code requires listed companies to include a Report on Corporate Governance in their Annual Report. The Board of
Directors of Marfin Popular Bank Public Co Ltd (the “Group”) had taken the necessary decisions for its full implementation.

The CSE has issued in January 2007 a revised Corporate Governance Code (2nd Edition) replacing the Code issued in September 2002 and the
Supplement issued in November 2003.

The CSE has issued in September 2009 a new Revised Corporate Code (3rd Edition), which replaces the Code issued in January 2007.  In March 2011 
the CSE has issued the Revised 3rd Edition.

In accordance with the 3rd Edition (Revised) of the Code part of the provisions will be included in the annual reports which will be submitted by 
listed companies as from April 2012.

The Board of Directors of Marfin Popular Bank Public Co Ltd states that it had adopted and fully complies with the provisions of the Revised CSE
Code with the exception of Provision A2.3 for the number of independent non executive directors for which the Code allows an exception by giving
the necessary explanations.

Part B
The Board of Directors of Marfin Popular Bank Public Co Ltd states that it complies with the provisions of the Code with the exception of
Paragraph A2.3 as stated above. 

The following information is submitted in relation to the adoption and implementation of the Code.

Board of Directors
The Board of Directors meets regularly (in 2010 it met sixteen times) which ensures that the Directors are able to review, inter alia, corporate
strategy, the Budget and the results of the Bank and its subsidiaries, acquisitions, major capital and other important transactions.

The Directors are informed in writing and in time for all Board meetings and have at their disposal all necessary documents for each meeting.  All 
Directors have access to the advice and services of the Secretary.

All fourteen directors offer themselves for re-election at regular intervals and at least every three years. The names of the Directors who are up for
election or re-election are accompanied by sufficient biographical information.

All existing Members of the Board of Directors were elected by the Annual General Meeting on 25 May, 2010 except Hesham Al Qassim who was
appointed by the Board in July 2010.

Soud Ba’alawy and Joseph Kamal Eskander resigned from the Board in February 2010 and July 2010 respectively. 

The Board of Directors re-elected in May 2010 Andreas Vgenopoulos as Non Executive Chairman and Neoclis Lysandrou and Vasilis Theocharakis as
Non Executive Vice Chairmen.

The Board is made up of the following persons:

� Andreas Vgenopoulos, Non Executive Chairman 

� Neoclis Lysandrou, Non Executive Vice Chairman 

� Vasilis Theocharakis, Non Executive Vice Chairman 

� Efthimios Bouloutas, Chief Executive Officer

� Panayiotis Kounnis, Deputy Chief Executive Officer

� Christos Stylianides, Deputy Chief Executive Officer

� Eleftherios Hiliadakis, Executive Director

� Markos Foros, Non Executive Director

� Platon Lanitis, Non Executive Director

� Constantinos Mylonas, Non Executive Director

� Stelios Stylianou, Non Executive Director

� Abdulrazaq Al Jassim, Non Executive Director
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Board of Directors (continued)
� Fadel Al Ali, Non Executive Director

� Hesham Al Qassim, Non Executive Director

Three Non Executive Directors, namely, Markos Foros, Constantinos Mylonas and Hesham Al Qassim comply with the criteria for independent
directors as specified by the CSE Code.  The Board also appointed Constantinos Mylonas as Senior Independent Non Executive Director.

It is confirmed that there is a clear separation of the positions, duties and responsibilities of the Chairman of the Board and the Chief Executive 
Officer.

The Board of Directors taking into account the continuing reorganisation of the Group business believes that the present balance of executive, non 
executive and independent directors, which includes ten non executive directors, serves the interests of the shareholders and the Group in general.
The Board of Directors, is examining the measures to be taken for implementing provision A2.3 and has applied to the CSE Council for obtaining a
reasonable time period in accordance with the 3rd Edition of the Code.  The CSE Council has granted Marfin Popular Bank Public Co Ltd a
compliance period until 31 December, 2011.

Lending to Directors of Marfin Popular Bank and their related parties is shown in Note 48 of the consolidated financial statements. The Board
confirms that such lending had been approved by it in the ordinary course of business and at arm’s length.

It is also confirmed that with the exception of lending as explained above, there are no receivables from a company connected to a Director or a
person related to him.

In addition, none of the Directors have a material interest, directly or indirectly, in any contract of significance with the Bank or any of its 
subsidiaries.

Appointment and replacement of Directors
The appointment and replacement of Directors are specified by the Articles of Association of the Bank as follows:

� One third of the Directors retire at every Annual General Meeting.  If one third of the Directors is not an integer, the number of Directors 
retiring is rounded up to the nearest whole number.

� Directors retiring as stated above are eligible for re-election.

� The Bank at the Meeting at which a Director retires in the manner aforesaid, may fill the vacated place by electing a person thereto and if it
fails in doing so, by default the retiring Director shall, if he offers himself for re-election be deemed to have been re-elected, unless at such
meeting it is expressly resolved not to fill such vacated place, or unless a resolution for the re-election of such Director shall have been put
to the Meeting and was rejected.

� No person other than a Director retiring at the meeting shall, unless recommended by the Directors, be eligible for election to the office of
Director at any general meeting, unless not less than three nor more than twenty one days before the date set for the meeting there shall 
have been left at the registered office of the Bank notice in writing signed by a member duly qualified to attend and vote at the meeting for
which such notice is given, expressing his intention to propose such person for election, and also notice in writing signed by that person of
his willingness to be elected.

� The Bank may from time to time by ordinary resolution increase or reduce the number of Directors, and may also determine the method
the increased or reduced number will retire by rotation.  In accordance with a decision of the Extraordinary General Meeting dated 8 May,
1996, the number of Directors cannot be less than nine or more than fifteen. 

� The Directors shall have power at any time, and from time to time, to appoint any person to be a Director, either to fill a casual vacancy or
as an addition to the existing Directors, but so that the total number of Directors shall not at any time exceed the number fixed in 
accordance with the Articles of Association of the Bank.  Any Director so appointed shall hold office only until the next following Annual
General Meeting, and shall then be eligible for re-election but shall not be taken into account in determining the Directors who are to retire
by rotation at such meeting.

Authorities of the Board of Directors
The authorities of the Members of the Board of Directors, including the ability to buy back own shares, are specified by the Articles of Association
of the Bank and Legislation.

Specifically for the issue of shares, the Board of Directors has the authority to issue shares, which will be offered to the existing shareholders pro-
rata to their participation in the share capital of the Bank on a specific date to be designated by the Board of Directors.  An essential requirement
for the implementation of this authority is the availability of the necessary authorised share capital.
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Amendment of the Articles of Association
The Articles of Association of the Bank can only be changed with a Special Resolution at an Extraordinary General Meeting of the shareholders of
the Bank. 

Going Concern
The Board of Directors is satisfied that the Group has adequate resources to continue in business for the next twelve months.

Board Committees
The Board had appointed an Audit Committee, a Nomination Committee, a Compensation Committee and a Risk Management Committee in
accordance with the provisions of the CSE Code.

Audit Committee
The Board has appointed for the first time an Audit Committee with written terms of reference before the adoption of a Corporate Governance
Code.  The Committee comprises exclusively of non executive directors, the majority of which are independent, namely:

� Constantinos Mylonas (Chairman) 

� Markos Foros

� Neoclis Lysandrou

The Audit Committee is accountable to the Board and shall meet with such frequency as it may consider appropriate and shall report to the Board
once a year or as the Board may otherwise determine.  During 2010 it met eight times. 

The main terms of reference of the Audit Committee are the following: 

� To consider the appointment and the termination of the appointment of the external auditors, the audit fee, the scope and the cost-
effectiveness of the auditors’ work, and any related issues.

� To evaluate the independence and objectivity of the external auditors by, among other things, monitoring the nature and extent of any
non-audit services provided (either directly or through a related entity).

� To review the Annual Report and the Financial Statements of the Group with Senior Management and with the company’s external auditors
to ensure that the information that they contain, has been fairly and accurately stated, and is in accordance with approved accounting
principles including the International Financial Reporting Standards (IFRSs).

� To give to the Board such additional assurance as it may reasonably require regarding the reliability of financial information submitted to it
and of financial statements issued by the Group.

� To discuss with the Group’s external auditors their general approach to and the scope of their audit including, in particular, the nature of
any significant unresolved accounting and auditing problems and reservations arising from their interim and final audits, and any matters 
the auditors may wish to discuss (in the absence of management where necessary).

� To review the external auditors’ management letter and the response of management.

� To appoint, at least every three years, external auditors to carry out an overall evaluation of the internal control system in compliance with
the relevant Central Bank of Cyprus Directive.

� To ensure that the Group, its subsidiary companies and those of its associates for which it provides management services comply with all
supervisory and other regulations to which they are subject.

� To review the Group Internal Audit Report on internal control systems prior to presentation to the Board.

� To keep under general review the system of internal audit in operation within the Group, to assess its effectiveness and to consider the
major findings of internal investigations and management’s response.

� To liaise with the Audit Committees of subsidiary companies of the Group which must submit to it, at least once a year, a report on their
internal control systems. 

� To review the internal audit programme, ensure coordination between the internal and external auditors, and ensure that the internal
audit function is adequately resourced and has appropriate standing within the Group.

� To review whether transactions between the Group and Board Members, Senior Management, the Secretary, the external auditors and
major shareholders, were on an arm’s length basis. 
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Audit Committee (continued)
� To prepare the Corporate Governance Report of the Company with the assistance of the officer responsible for Compliance with the Code.

� To undertake any other related tasks as the Board may from time to time entrust to it. 

Risk Management Committee
The Risk Management Committee oversees all risk management activities of the Group for the purpose to identify, evaluate and manage all key
business risks.  During 2010 it met five times. 

The Committee also ensures that systems, policies and procedures are in place to manage these risks and ensures that major issues are referred to
the Board of Directors.

The Members of the Committee include an independent non executive director and an executive director.

The Committee comprises of the following:

� Neoclis Lysandrou (Chairman) 

� Markos Foros

� Christos Stylianides

Nomination / Internal Governance Committee
The Nomination Committee is accountable to the Board and meets with such frequency as it may consider appropriate.  During 2010 it met three
times.

The main terms of reference of the Nomination Committee are the following:

� Identifies and nominates to the Board candidates to fill Board vacancies as and when they arise.

� Assesses on an annual basis the structure, size, composition, performance and effectiveness of the Board and makes recommendations to
the Board with regard to any changes. 

� Assesses on an annual basis the skills, knowledge and experience of the Members of the Board of Directors and reports this to the Board.

� Consider issues relating to succession planning and reviews the leadership needs of the Group.

The Committee makes its recommendations to the Board to take the relevant decisions, which are subject to the approval of the Annual General 
Meeting.

The Nomination Committee comprises of non executive directors including one independent non executive director, namely:

� Platon Lanitis (Chairman) 

� Markos Foros

� Neoclis Lysandrou

Compensation Committee
The Compensation Committee is accountable to the Board and meets with such frequency as it may consider appropriate.  During 2010 it met
three times. 

The terms of reference of the Compensation Committee are the following: 

� Determines and agrees with the Board the Compensation Policy applicable to all employees of the Group. 

� Reviews the Group Compensation Policy on an annual basis and ensures its implementation within the terms of the agreed policy,
considers and makes recommendations to the Board for the total individual compensation package of the Executive Members of the Board
and other Members of Management (Executive Management) as defined in the Policy, including where appropriate, bonuses, incentive 
payments and share schemes (Variable Compensation Schemes).

� Ensures that the compensation of Executive Management and other key personnel is consistent with the Bank’s culture, objectives, 
strategy and control environment as reflected in the formulation of the Compensation Policy.
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Compensation Committee (continued)
� Ensures, in the recommendation to the Board, that the compensation of Executive Management is adequated to attract, retain and give

incentives to people who have the required knowledge and experience, while at the same time avoiding having to pay more that is
necessary for the purpose.

� Reviews annually the Variable Compensation Schemes to ensure their effectiveness.

� Has access to both internal and external professional advice to evaluate with caution the position of the Bank in matters of compensation in
relation to other companies. 

The Compensation Committee comprises of non executive directors, the majority of which are independent, namely: 

� Constantinos Mylonas (Chairman) 

� Markos Foros

� Platon Lanitis 

Compensation Policy 
The Board of Directors has approved in January 2010 a revised Compensation Policy for the Senior Management and other employees of the 
Group, which complies with the relevant Guideline of the Central Bank of Cyprus, so that compensation is aligned with the long term interests of
shareholders. 

The Compensation Policy of the Group states that for the determination of the compensation of executive directors their qualifications, experience,
responsibilities and performance, comparative compensation in the banking industry and the profitability of the Group are taken into account
aiming for the recruitment and continuation of employment of high calibre executive directors.

The compensation of the executive directors is determined on an individual basis by the Board of Directors and is made up of salary and other
benefits (bonus and non-cash benefits), which are also available to all employees of the Group.

The Executive Directors have no separate contract of employment for their services and also the Directors based in Cyprus participate in a defined
retirement benefit plan as all other employees of the Group.  The Plan is explained in Note 2 of the consolidated financial statements. 

The fees of the non executive Directors are related to their duties and responsibilities and the time spent for Board and Committee meetings, and 
are approved by the Annual General Meeting.

The Extraordinary General Meeting of the shareholders approved on 17 April, 2007 the introduction of a Share Option Scheme for the Members of
the Board of Directors of the Bank and the employees of the Group.  The exercise price for each Share Option was set at € 10. 

On 9 May, 2007 the Board of Directors, following a recommendation of the Compensation Committee, granted Share Options to Members of the 
Board and employees of the Group.

The Extraordinary General Meeting of the shareholders held on 23 December, 2009, changed the exercise price of the Share Options to € 4,50 and
extended the Scheme to the year 2013. 

Based on the 2009 results, a Restricted Stock Scheme has been set up for the Members of the Board and Senior Management of the Group.

The compensation of Directors is shown in Note 48 of the consolidated financial statements.

Internal Control System
The Board of Directors has the overall responsibility for maintaining a proper internal control environment, which safeguards, among others, the
assets of the Group and its clients, the accuracy and confidentiality of transactions, the reliability of financial information and compliance with
applicable regulations.

To this end, the management of each business entity within the Group are tasked with introducing and operating internal control systems, which
are commensurate with the scale and complexity of operations.

In addition, at Group level suitable risk management units exist for supporting the Risk Management Committee and the Assets and Liabilities
Committee (ALCO) in drafting and monitoring implementation of the overall risk policy and in managing individual risks.  For measurable risks, in 
particular, Group procedures require determination and periodic revision of acceptable exposure limits.

An internal control system aims at mitigating, but not eliminating, the risks faced by the entity, and provides reasonable but not absolute assurance
that material loss will not be incurred.
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Internal Control System (continued)
The adequacy and proper operation of internal controls in individual areas of operation are reviewed periodically by the independent Internal Audit
Division of the Group and its findings are reported to the Audit Committee.  The latter informs the Board regarding important issues, and presents
also an annual report on the adequacy and efficiency of the internal control systems of the Group.  The annual reports prepared, confirm the
adequacy and effectiveness of the internal control systems of the Group.

Based on the above, the Board states that it is satisfied with the adequacy of the system of internal control and also the procedures for ensuring
that the information included in the financial statements and other announcements provided by the Bank to shareholders and investors is correct
and complete.

In addition, the Board states that it has not come to its attention any violation of the Stock Exchange Laws and Regulations.

The Board has also appointed the Secretary of the Bank Stelios Hadjiosif as Officer responsible for compliance with the Corporate Governance
Code. 

Relations with shareholders
The Group, recognising the importance of communicating correct and timely information, publishes its results on a quarterly basis.

The results and other information relating to the activities of the Group are presented at teleconferences at which analysts, journalists,
shareholders and investors can take part.

The Bank encourages shareholders to attend the Annual General Meetings and in its relations with shareholders complies with the requirements of 
the Cyprus Companies Law and the Corporate Governance Code.

The Bank has also appointed Evelyn Vougesis as Investor Relations Officer.

Biographical information
Biographical information of a Member of the Board who offers himself for re-election:

Hesham Al Qassim
He studied Banking and Finance at the Higher College of Technology, Dubai and holds a Master’s Degree in International Business from the
University of Wollongong, Dubai.  He also attended the Mohammed Bin Rashid Programme for Leadership Development.  From 1994 to 2007 he
held managerial positions at the National Bank of Dubai.  Since 2007 he serves as Managing Director of Dubai Real Estate Corporation, a company 
that owns and manages substantial real estate properties in Dubai.
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In accordance with Article 9(7) of Law 190(I)/2007 on Transparency Requirements in relation to an issuer whose securities are listed for trading on
a regulated market, we the Members of the Board of Directors and the Group Chief Financial Officer of Marfin Popular Bank Public Co Ltd (the 
“Bank”) confirm that to the best of our knowledge:

(a) The consolidated financial statements of the Bank for the financial year ended 31 December, 2010 have been prepared in accordance with
International Financial Reporting Standards, as adopted by the European Union and Article 9(4) of Law 190(I)/2007 and in general with the
applicable Cyprus Legislation and give a true and fair view of the consolidated assets and liabilities, the consolidated financial position and
the consolidated profit of the Bank and the undertakings included in the consolidated financial statements, as a whole.

(b) The Report of the Board of Directors of the Bank includes a fair review of the developments and performance of the business as well as the 
position of the Bank and the undertakings included in the consolidated financial statements, as a whole, together with the description of
the principal risks and uncertainties that they face. 

Members of the Board of Directors:

Andreas Vgenopoulos - Non Executive Chairman  

Neoclis Lysandrou - Non Executive Vice Chairman

Vassilis Theocharakis - Non Executive Vice Chairman

Efthimios Bouloutas - Group Chief Executive Officer

Christos Stylianides - Deputy Chief Executive Officer

Panayiotis Kounnis - Deputy Chief Executive Officer

Eleftherios Hiliadakis - Executive Director

Platon E. Lanitis - Non Executive Director

Constantinos Mylonas - Non Executive Director

Stelios Stylianou - Non Executive Director

Markos Foros - Non Executive Director

Hesham Al Qassim - Non Executive Director

Fadel Al Ali - Non Executive Director

Abdulrazaq Al Jassim - Non Executive Director

Company official responsible for the drafting of the consolidated financial statements:

Annita Philippidou - Group Chief Financial Officer

29 March, 2011
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Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of Marfin Popular Bank Public Co Ltd and its subsidiaries on pages 51 to 150
which comprise the consolidated balance sheet as at 31 December, 2010 and the consolidated statements of income, comprehensive income,
changes in equity and cash flows for the year then ended, and a summary of significant accounting policies and other explanatory notes.

Board of Directors’ Responsibility for the Consolidated Financial Statements

The Board of Directors is responsible for the preparation of consolidated financial statements that give a true and fair view in accordance with 
International Financial Reporting Standards as adopted by the European Union (EU) and the requirements of the Cyprus Companies Law, Cap. 113.
This responsibility includes: designing, implementing and maintaining internal control relevant to the preparation and fair presentation of
consolidated financial statements that are free from material misstatement, whether due to fraud or error; selecting and applying appropriate
accounting policies; and making accounting estimates that are reasonable in the circumstances.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit.  We conducted our audit in accordance 
with International Standards on Auditing.  Those Standards require that we comply with ethical requirements, and plan and perform the audit to 
obtain reasonable assurance whether the consolidated financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements.  The
procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the consolidated
financial statements, whether due to fraud or error.  In making those risk assessments, the auditor considers internal control relevant to the
entity’s preparation of consolidated financial statements that give a true and fair view in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.  An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by the Board of Directors, as well 
as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Opinion

In our opinion, the consolidated financial statements give a true and fair view of the financial position of Marfin Popular Bank Public Co Ltd and its
subsidiaries as at 31 December, 2010 and of their financial performance and their cash flows for the year then ended in accordance with
International Financial Reporting Standards as adopted by the EU and the requirements of the Cyprus Companies Law, Cap. 113. 

Report on Other Legal and Regulatory Requirements

Pursuant to the requirements of the Cyprus Companies Law, Cap. 113, we report the following:

� We have obtained all the information and explanations we considered necessary for the purposes of our audit.
� In our opinion, proper books of account have been kept by the Bank.
� The Bank’s consolidated financial statements are in agreement with the books of account.
� In our opinion and to the best of our information and according to the explanations given to us, the consolidated financial statements give

the information required by the Cyprus Companies Law, Cap. 113, in the manner so required.
� In our opinion, the information given in the report of the Board of Directors on pages 40 to 42 is consistent with the consolidated financial

statements.

Pursuant to the requirements of the Directive DI190-2007-04 of the Cyprus Securities and Exchange Commission, we report that a corporate
governance statement has been made for the information relating to paragraphs (a), (b), (c), (f) and (g) of article 5 of the said Directive, and it
forms a special part of the Report of the Board of Directors.

Other Matter

This report, including the opinion, has been prepared for and only for the Bank’s members as a body in accordance with Section 156 of the Cyprus
Companies Law, Cap. 113 and for no other purpose.  We do not, in giving this opinion, accept or assume responsibility for any other purpose or to 
any other person to whose knowledge this report may come to.

PricewaterhouseCoopers Limited Grant Thornton (Cyprus) Limited
Chartered Accountants Chartered Accountants

Nicosia, 29 March, 2011
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2010 2009
Note € ‘000 € ‘000 

Interest income 4 1.553.320 1.573.434
Interest expense 4 (843.777) (937.646)

Net interest income 709.543 635.788

Fee and commission income 5 243.091 269.589
Fee and commission expense 5 (42.610) (41.676)

Net fee and commission income 200.481 227.913

Profit on disposal and revaluation of securities 6 39.991 132.655
Foreign exchange income 34.091 37.327 
Other income 7 28.304 41.170

Operating income 1.012.410 1.074.853

Staff costs 8 (386.202) (368.749)
Depreciation, amortisation and impairment 9 (56.162) (57.222)
Administrative expenses 10 (203.403) (198.532)

Profit before provision for impairment of advances 366.643 450.350
Provision for impairment of advances 11 (266.146) (250.567)

Profit before share of profit from associates 100.497 199.783
Share of profit from associates 26 14.177 18.014

Profit before tax 114.674 217.797
Tax 12 (25.446) (47.418)

Profit for the year 89.228 170.379

Attributable to:
Owners of the Bank 38 87.080 173.872
Non-controlling interests 2.148 (3.493)

89.228 170.379

Earnings per share – for profit attributable to the owners of the Bank
Earnings per share – cent 13 10,2 20,8

The notes on pages 56 to 150 are an integral part of these consolidated financial statements.
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2010  2009
Note € ‘000 € ‘000 € ‘000 € ‘000

Profit for the year 89.228 170.379

Exchange differences arising in the year 11.588 (12.997)
Revaluation and transfer to results on disposal and
 impairment of available-for-sale financial assets  (159.870)  120.008
Amortisation of loss on available-for-sale financial assets reclassified  7.453  4.602

Net (losses)/gains on available-for-sale financial assets (152.417) 124.610
Revaluation of property 11 314
Cash flow hedges (543) 349
Share of other comprehensive income of associates (872) 596
Income tax relating to components of
other comprehensive income 14  16.402 (18.139)

Other comprehensive (loss)/income for the year, net of tax (125.831) 94.733

Total comprehensive (loss)/income for the year (36.603) 265.112

Total comprehensive (loss)/income attributable to:
Owners of the Bank (39.529) 267.518

 Non-controlling interests 2.926 (2.406)

(36.603) 265.112

The notes on pages 56 to 150 are an integral part of these consolidated financial statements.
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2010 2009
Note € ‘000 € ‘000

Assets
Cash and balances with Central Banks 15 713.579 1.964.834
Due from other banks 16 4.696.112 3.447.128
Financial assets at fair value through profit or loss 18 229.336 238.435
Advances to customers 19 26.417.333 25.082.163
Debt securities lending 21 3.960.788 3.395.068
Available-for-sale financial assets 22 2.278.411 3.564.893
Held-to-maturity financial assets 23 1.480.046 1.381.330
Other assets 24 535.782 511.898
Current income tax assets 25 34.056 38.662 
Deferred tax assets 36 127.185 91.958
Investments in associates 26 113.600 113.071
Intangible assets 27 1.634.734 1.646.842
Investment property 28 68.322 57.626 
Property and equipment 29 291.202 294.455

Total assets 42.580.486 41.828.363

Liabilities
Due to other banks 30 10.649.850 10.470.876
Customer deposits 31 25.508.361 23.885.776
Senior debt 32 477.637 1.398.502
Loan capital 33 1.267.931 1.050.501
Other liabilities 34 592.516 840.858
Current income tax liabilities 35 23.203 33.707 
Deferred tax liabilities 36 134.634 133.881
Retirement benefit obligations 8 284.980 255.019

Total liabilities 38.939.112 38.069.120

Share capital and reserves attributable to the owners of the Bank
Share capital 37 834.799 720.930
Share premium 37 2.252.897 2.179.146
Reserves 38 447.815 735.846

3.535.511 3.635.922
Non-controlling interests 105.863 123.321

Total equity 3.641.374 3.759.243

Total equity and liabilities 42.580.486 41.828.363

A. Vgenopoulos, Chairman 
E. Bouloutas, Group Chief Executive Officer
A. Philippidou, Group Chief Financial Officer 

The notes on pages 56 to 150 are an integral part of these consolidated financial statements.
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Non-
controlling

Attributable to the owners of the Bank interests Total
Fair value,

currency
translation

Share Share and other Revenue
capital premium reserves reserves

 Note € ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000

Balance 1 January 2009  705.607 2.144.141 (278.653) 858.726 139.755 3.569.576
Dividend payment and re-investment 37,38,50 10.409 17.144 - (124.519) - (96.966)
Defence tax on deemed distribution 38 - - - (284) (238) (522)
Share issue costs 37 - (834) - - - (834)
Effect from the merger of Marfin Egnatia Bank S.A.
 with Marfin Popular Bank Public Co Ltd 4.914 18.695 (25.124) 32.592 (31.077) -
Transfer from fair value reserves 
 to revenue reserves 38 - - (2.029) 2.029 - - 
Cost of share-based payments to employees 38 - - - 2.933 52 2.985
Dividend paid by subsidiaries - - - - (1.702) (1.702)
Effect of change in non-controlling interests from
 changes in shareholdings in subsidiaries
 and other movements 38 - - - 2.657 18.937 21.594

720.930 2.179.146 (305.806) 774.134 125.727 3.494.131

Profit/(loss) for the year - - - 173.872 (3.493) 170.379
Other comprehensive income for the year, net of tax - - 93.646 - 1.087 94.733

Total comprehensive income/(loss) for the year  - - 93.646 173.872 (2.406) 265.112

Balance 31 December 2009 / 1 January 2010 720.930 2.179.146 (212.160) 948.006 123.321 3.759.243
Dividend payment and re-investment 37,38,50 8.613 4.965 - (67.390) - (53.812)
Script dividend 37,38,50 105.256 73.952 - (187.551) - (8.343)
Defence tax on deemed distribution 38 - - - 34 71 105
Share issue costs 37 - (5.166) - - - (5.166)
Transfer from fair value reserves 
 to revenue reserves 38 - - (2.017) 2.017 - -
Cost of share-based payments to employees 38 - - - 2.480 19 2.499
Dividend paid by subsidiaries - - - - (1.735) (1.735)
Increase in shareholdings in existing
 subsidiary companies - - - 4.240 (18.739) (14.499)
Other movements - - - (315) - (315)

834.799 2.252.897 (214.177) 701.521 102.937 3.677.977

Profit for the year - - - 87.080 2.148 89.228
Other comprehensive (loss)/income for the year,
 net of tax - - (126.609) - 778 (125.831)

Total comprehensive (loss)/income for the year - - (126.609) 87.080 2.926 (36.603)

Balance 31 December 2010 834.799 2.252.897 (340.786) 788.601 105.863 3.641.374

The notes on pages 56 to 150 are an integral part of these consolidated financial statements.
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2010 2009
Note € ‘000 € ‘000

Cash used in operations 40 (305.664) (328.757)

Tax paid (49.802) (79.776)

Net cash used in operating activities (355.466) (408.533)

Cash flows from investing activities
Purchase of property and equipment 29 (31.818) (42.657)
Purchase of computer software 27 (10.232) (11.750)
Purchase of investment property 28 (13.257) (8.219)
Proceeds from disposal of property and equipment 29 692 6.495
Proceeds from disposal of investment property 1.121 580
Purchases of available-for-sale financial assets (1.118.474) (4.236.776) 
Purchases of held-to-maturity financial assets (1.358.538) (1.140.813) 
Proceeds from disposals and redemption of available-for-sale financial assets 2.101.641 3.083.274
Proceeds from redemption of held-to-maturity financial assets 1.287.861 926.122
Interest received from financial assets 183.612 160.854
Dividend received from financial assets 3.819 7.263
Dividend received from investments in associates 26 12.829 4.739
Business acquisitions net of cash and cash equivalents acquired - 4.452
Business disposals net of cash and cash equivalents disposed 246 -
Changes in shareholding in subsidiary companies (14.937) (4.637)

Net cash from/(used in) investing activities 1.044.565 (1.251.073)

Cash flows from financing activities
Dividend and capital return by subsidiaries to holders of non-controlling interests (1.317) (1.270)
Dividend paid (62.155) (96.966)
Interest paid on senior debt and loan capital (68.981) (65.493)
Share issue costs 37 (5.166) (834)
Proceeds from the issue of senior debt and loan capital 318.022 953.858
Repayment of senior debt and loan capital (1.022.870) (144.726)

Net cash (used in)/from financing activities (842.467) 644.569

Effects of exchange rate changes on cash and cash equivalents 10.513 1.578

Net decrease in cash and cash equivalents (142.855) (1.013.459)

Cash and cash equivalents at beginning of year 4.270.313 5.283.772

Cash and cash equivalents at end of year 41 4.127.458 4.270.313

The notes on pages 56 to 150 are an integral part of these consolidated financial statements.
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1. GENERAL INFORMATION

Country of incorporation

Marfin Popular Bank Public Co Ltd (the “Bank”) was established in Cyprus in 1901 under the name “Popular Savings Bank of Limassol”.  In 1924 it
was registered as the first public company in Cyprus under the name “The Popular Bank of Limassol Ltd”.  In 1967 the Bank changed its name to
“Cyprus Popular Bank Ltd” and on 26 May, 2004 it was renamed to “Cyprus Popular Bank Public Company Ltd”.  An Extraordinary General Meeting 
held on 31 October, 2006 unanimously approved the change of its name to “Marfin Popular Bank Public Co Ltd”.  The Bank’s shares are listed on
the Cyprus Stock Exchange and the Athens Exchange.  The Bank’s registered office is at 154, Limassol Avenue, 2025 Nicosia, Cyprus.

Principal activities

The principal activities of the Group, which were unchanged from last year, are the provision of banking and financial services.  The Group also
offers insurance services, through its associate (Note 26).

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of these consolidated financial statements are set out below.  These policies have been
consistently applied to all years presented in these consolidated financial statements unless otherwise stated.

Basis of preparation

The consolidated financial statements of the Bank have been prepared in accordance with International Financial Reporting Standards (IFRSs), as
adopted by the European Union (EU), the requirements of the Cyprus Companies Law, Cap. 113 and the Cyprus Stock Exchange Laws and 
Regulations.

The consolidated financial statements have been prepared under the historical cost convention as modified by the revaluation of land and 
buildings, investment property, available-for-sale financial assets and financial assets and financial liabilities (including derivative financial
instruments) at fair value through profit or loss.

As of the date of the authorisation of the consolidated financial statements, all IFRSs issued by the International Accounting Standards Board (IASB) 
that are effective as of 1 January, 2010 have been adopted by the EU through the endorsement procedure established by the European
Commission, with the exception of the following: 

� Certain provisions of IAS 39 “Financial Instruments: Recognition and Measurement” relating to portfolio hedge accounting.

The consolidated financial statements comprise the consolidated income statement and consolidated statement of comprehensive income
showing as two statements, the consolidated balance sheet, the consolidated statement of changes in equity, the consolidated statement of cash
flows and the notes.

The Group classifies its expenses by the nature of expense method.

The Group presents its balance sheet broadly in order of liquidity.  An analysis regarding recovery or settlement of every asset and liability
respectively within twelve months after the balance sheet date and more than twelve months after the balance sheet date is presented in the 
respective notes in the consolidated financial statements.

The consolidated financial statements are presented in Euro, which is the Bank’s functional and presentation currency.  The figures shown in the
consolidated financial statements are stated in Euro thousands, unless where otherwise stated.

The disclosures on risks from financial instruments are presented in Note 44 “Financial risk management”. 

The consolidated statement of cash flows shows the changes in cash and cash equivalents arising during the year from operating activities, 
investing activities and financing activities.  Note 41 shows in which item of the consolidated balance sheet cash and cash equivalents are included.

The cash flows from operating activities are determined by using the indirect method.  Consolidated net income is therefore adjusted by non-cash
items, such as measurement gains or losses, changes in provisions, as well as changes from receivables and liabilities.  In addition, all income and 
expenses from cash transactions that are attributable to investing or financing activities are also adjusted.  The cash flows from investing and
financing activities are determined by using the direct method.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Basis of preparation (continued)

The preparation of financial statements in conformity with IFRSs requires the use of certain critical accounting estimates and requires management
to exercise its judgement in the process of applying the Group’s accounting policies.  Changes in assumptions may have a significant impact on the
financial statements in the period the assumptions changed.  Management believes that the underlying assumptions are appropriate and that the
Group’s consolidated financial statements therefore present the financial position and results fairly.  The areas involving a higher degree of
judgement or complexity, or areas where assumptions and estimates are significant to the consolidated financial statements are disclosed in
Note 3. 

Adoption of new and revised IFRSs

The accounting policies adopted are consistent with those of the previous financial year except for the adoption by the Group of all applicable new
and revised IFRSs, all revised International Accounting Standards (IASs) and all new and revised interpretations which are relevant to its operations
and are applicable for accounting periods beginning on 1 January, 2010 as stated below:

(i) Standards, amendments and interpretations effective in 2010

(a) IFRS 3 (Revised 2008), Business Combinations (effective for business combinations for which the acquisition date is on or after
the beginning of the first annual reporting period beginning on or after 1 July, 2009)
The revised standard continues to apply the acquisition method to business combinations, with some significant changes.  For
example, all payments to purchase a business are to be recorded at fair value at the acquisition date, with contingent payments
classified as debt subsequently re-measured through the income statement.  There is a choice on an acquisition-by-acquisition
basis to measure the non-controlling interest in the acquiree either at fair value or at the non-controlling interest’s proportionate
share of the acquiree’s net assets.  All acquisition-related costs should be expensed.  There were no new business acquisitions
during the year.

(b) IFRS 5 (Amendment), Non-Current Assets Held for Sale and Discontinued Operations (effective for annual periods beginning on
or after 1 July, 2009)
The amendment clarifies that all its assets and liabilities of subsidiaries are classified as held for sale if a partial disposal sale plan
results in loss of control.  Relevant disclosure should be made for these subsidiaries if the definition of a discontinued operation is
met.  This amendment did not have any impact in the consolidated financial statements. 

(c) IFRIC 17, Distribution of Non-Cash Assets to Owners (effective for annual periods beginning on or after 1 July, 2009)
IFRIC 17 clarifies the accounting treatment and disclosures in the case of distributions (dividends) of non-cash assets to owners.  A 
dividend obligation is recognised when the dividend is authorised by the appropriate body and is no longer at the discretion of the
entity.  This dividend obligation should be recognised at the fair value of the net assets to be distributed.  The difference between
the dividend paid and the carrying amount of the net assets distributed should be recognised in profit or loss.  Additional
disclosures are to be made if the net assets being held for distribution to owners meet the definition of a discontinued operation.
This interpretation did not have any impact in the consolidated financial statements. 

(d) Amendment to IAS 39, Financial Instruments: Recognition and Measurement – Eligible Hedged Items (effective for annual
periods beginning on or after 1 July, 2009)
The amendment clarifies that an entity is permitted to designate a portion of the fair value changes or cash flow variability of a
financial instrument as a hedged item.  On the designation of a one-sided risk in a hedged item, IAS 39 concludes that a purchased
option designated in its entirety as the hedging instrument of a one-sided risk will not be perfectly effective.  The designation of
inflation as a hedged risk or portion is not permitted unless in particular situations.  This amendment did not have any material
impact in the consolidated financial statements. 
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Adoption of new and revised IFRSs (continued)

(i) Standards, amendments and interpretations effective in 2010 (continued)

(e) IFRIC 16, Hedges of a Net Investment in a Foreign Operation (effective for annual periods beginning on or after 1 July, 2010)
IFRIC 16 clarifies the accounting treatment in respect of the hedging of a net investment in a foreign operation.  This includes a
clarification that net investment hedging relates to differences in functional currency and not presentation currency, and hedging
instruments may be held anywhere in the Group.  The Group has applied this interpretation from 1 January, 2010.  This 
interpretation did not have any impact in the consolidated financial statements. 

(f) IAS 27 (Revised 2008), Consolidated and Separate Financial Statements (effective for annual periods beginning on or after 
1 July, 2009)
The revised standard requires the effects of all transactions with non-controlling interests to be recorded in equity if there is no
change in control and these transactions will no longer result in goodwill or gains and losses.  The standard also specifies the 
accounting treatment when control is lost.  Any remaining interest in the entity is re-measured to fair value, and a gain or loss is
recognised in profit or loss.  The amendments to IAS 27 were applied by the Group in relation to transactions with non-controlling
interests in respect of increase in shareholdings in existing subsidiaries.  The effect of transactions with non-controlling interests
during the year was the recording of € 4.240.000 credit in equity, instead of recording this in the consolidated income statement.

(g) Amendments to IFRS 2, Group Cash-settled Share-based Payment Transactions (effective for annual periods beginning on or
after 1 January, 2010)
The amendments clarify the scope of the standard and the accounting for group cash-settled share-based payment transactions in 
the separate financial statements of the entity receiving the goods or services when that entity has no obligation to settle the 
share-based payment transaction.

(ii) Standards, amendments and interpretations to existing standards that are applicable to the Group, that are not yet effective and have
not been early adopted by the Group 

The following standards, amendments and interpretations to existing standards have been published and are mandatory for the Group’s
accounting periods beginning on or after 1 January, 2011 or later periods, but the Group has not early adopted them:

(a) IFRS 9, Financial Instruments:  Classification and Measurement (effective for annual periods beginning on or after 1 January, 
2013)
This standard is subject to endorsement by the EU.  It replaces those parts of IAS 39 relating to the classification and measurement
of financial assets.  The key features of the new standard are as follows:

� Financial assets are required to be classified into two measurement categories:  those to be measured subsequently at fair
value, and those to be measured subsequently at amortised cost.  The decision for the classification has to be made at initial
recognition.  The classification depends on the entity’s business model for managing its financial instruments and the 
contractual cash flow characteristics of the financial instrument.

� An instrument is subsequently measured at amortised cost only if it is a debt instrument and both the objective of the
entity’s business model is to hold the asset to collect the contractual cash flows, and the asset’s contractual cash flows
represent only payments of principal and interest (that is, it has only “basic loan features”).  All other debt instruments are
to be measured at fair value through profit or loss.
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Adoption of new and revised IFRSs (continued)

(ii) Standards, amendments and interpretations to existing standards that are applicable to the Group, that are not yet effective and have
not been early adopted by the Group (continued)

(a) IFRS 9, Financial Instruments:  Classification and Measurement (effective for annual periods beginning on or after 1 January, 
2013) (continued)

� All equity instruments are to be measured subsequently at fair value.  Equity instruments that are held for trading will be
measured at fair value through profit or loss.  For all other equity investments, an irrevocable election can be made at initial 
recognition, to recognise unrealised and realised fair value gains and losses through other comprehensive income rather
than profit or loss.  There is to be no recycling of fair value gains and losses to profit or loss.  This election may be made on
an instrument-by-instrument basis.  Dividends are to be presented in profit or loss, as long as they represent a return on 
investment.

� While adoption of IFRS 9 is mandatory from 1 January, 2013, earlier adoption is permitted.

The Group is considering the implications of the standard, the impact on the Group and the timing of its adoption by the Group,
subject to endorsement by the EU.

(b) Amendments to IFRS 7, Financial Instruments: Disclosures (effective for annual periods beginning on or after 1 July, 2011) 
The amendments are subject to endorsement by the EU and aim to enhance the disclosure requirements relating to transfers of
financial assets. 

(c) Amendments to IAS 12, Deferred Tax: Recovery of Underlying Assets (effective for annual periods beginning on or after
1 January, 2012)
The amendments are subject to endorsement by the EU and address the determination of deferred tax on investment property
measured at fair value.

(d) IFRIC 19, Extinguishing Financial Liabilities with Equity Instruments (effective for annual periods beginning on or after 1 July,
2010)
The interpretation addresses the accounting by an entity when the terms of a financial liability are renegotiated and result in the
entity issuing equity instruments to a creditor of the entity to extinguish all or part of the financial liability.

(e) Amendments to IAS 32, Classification of Rights Issues (effective for annual periods beginning on or after 1 February, 2010)
The amendments state that if rights issues offered for a fixed amount of foreign currency are issued pro rata to an entity’s all
existing shareholders in the same class for a fixed amount of currency, they should be classified as equity, not as derivative
liabilities, regardless of the currency in which the exercise price is denominated.

(f) Amendment to IFRIC 14, Prepayments of a Minimum Funding Requirement (effective for annual periods beginning on or after
1 January, 2011)
The amendment applies to entities which are subject to minimum funding requirements and make an early payment of
contributions to cover those requirements.  The amendment permits such an entity to treat the benefit of such an early payment as 
an asset.

(g) Revised IAS 24, Related Party Disclosures (effective retrospectively for annual periods beginning on or after 1 January, 2011)
The revised standard simplifies the definition of a related party, clarifying its intended meaning and eliminating inconsistencies from
the definition.  It also provides a partial exemption from the disclosure requirements for government-related entities.

(h) Improvements to IFRSs
Additional “Improvements to IFRSs” were issued in May 2010.  They contain amendments to six Standards and one Interpretation
specifically IFRS 1, IFRS 3, IFRS 7, IAS 1, IAS 27, IAS 34 and IFRIC 13.  The Group is in the process of assessing the impact of these 
amendments on its next annual financial statements.  Effective dates range from 1 July, 2010 to 1 January, 2011. 
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Consolidation

The financial statements of the subsidiaries that are included in the Bank’s consolidated financial statements were prepared as of the parent
company’s reporting date.

(a) Subsidiary companies

Subsidiaries are all entities over which the Group, directly or indirectly, has the power to govern the financial and operating policies, and is
able to exercise control over them in order to benefit from their activities.  Usually in these entities there is a shareholding of more than
50% of the voting rights.  The existence and effect of potential voting rights that are currently exercisable or convertible are considered
when assessing whether the Group controls another entity.  The consolidated financial statements consolidate the financial statements of
the Bank and its subsidiaries, including certain special purpose entities, as of 31 December, 2010.

The Group uses the acquisition method of accounting to account for business combinations.  The consideration transferred for the 
acquisition of a subsidiary is the fair values of the assets transferred, the liabilities incurred and the equity interests issued by the Group. 
The consideration transferred includes the fair value of any asset or liability resulting from a contingent consideration arrangement.  
Acquisition-related costs are expensed as incurred.  Identifiable assets acquired and liabilities and contingent liabilities assumed in a 
business combination are measured initially at their fair values at the acquisition date.  On an acquisition-by-acquisition basis, the Group
recognises any non-controlling interest in the acquiree either at fair value or at the non-controlling interest’s proportionate share of the 
acquiree’s net assets.

Investments in subsidiaries are accounted for at cost less impairment.  Cost is adjusted to reflect changes in consideration arising from
contingent consideration amendments.  Cost also includes direct attributable costs of investment.

The excess of the consideration transferred, the amount of any non-controlling interest in the acquiree and the acquisition-date fair value
of any previous equity interest in the acquiree over the fair value of the Group’s share of the identifiable net assets acquired is recorded as
goodwill.  If this is less than the fair value of the net assets of the subsidiary acquired in the case of a bargain purchase, the difference is
recognised directly in the consolidated income statement.

Intercompany transactions, balances and unrealised gains on transactions between group companies are eliminated.  Unrealised losses are
also eliminated.  Accounting policies of subsidiaries have been changed, where necessary, to ensure consistency with the policies adopted
by the Group.

The integration of the subsidiaries into the consolidated financial statements is based on consistent accounting and valuation methods for
similar transactions and other occurrences under similar circumstances.

Even if there is no shareholder relationship, special purpose entities (SPEs) are consolidated in accordance with SIC-12, if the Group controls
them from an economic perspective.

When assessing whether the Group controls an SPE, in addition to the criteria in IAS 27, it evaluates a range of factors, including whether:

� the activities of the SPE are being conducted on the Group’s behalf according to its specific business needs so that the Group
obtains the benefits from the SPE’s operations;

� the Group has the decision-making power to obtain the majority of the benefits of the activities of the SPE, or the Group has
delegated this decision-making power by setting up an “autopilot” mechanism; or

� the Group has the right to obtain the majority of the benefits of the activities of the SPE and therefore may be exposed to risks
related to the activities of the SPE; or

� the Group retains the majority of the residual or ownership risks related to the SPE or its assets in order to obtain the benefits from 
its activities.

Whenever there is a change in the substance of the relationship between the Group and the SPE, the Group performs a re-assessment of
consolidation.  Indicators for a re-assessment of consolidation are changes in ownership of the SPE, changes in contractual arrangements
and changes in the financing structure.
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Consolidation (continued)

(b) Transactions with non-controlling interests

The Group treats transactions with non-controlling interests as transactions with equity owners of the Group.  For purchases from non-
controlling interests, the difference between any consideration paid and the relevant share acquired of the carrying value of net assets of
the subsidiary is recorded in equity.  Gains or losses on disposals to non-controlling interests are also recorded in equity.

When the Group ceases to have control or significant influence, any retained interest in the entity is re-measured to its fair value, with the
change in carrying amount recognised in profit or loss. The fair value is the initial carrying amount for the purposes of subsequently
accounting for the retained interest as an associate, joint venture or financial asset.  In addition, any amounts previously recognised in 
other comprehensive income in respect of that entity are accounted for as if the Group had directly disposed of the related assets or
liabilities.  This may mean that amounts previously recognised in other comprehensive income are reclassified to profit or loss. 

If the ownership interest in an associate is reduced but significant influence is retained, only a proportionate share of the amounts
previously recognised in other comprehensive income are reclassified to profit or loss where appropriate.

The Group has changed its accounting policy for transactions with non-controlling interests and the accounting for loss of control or
significant influence from 1 January, 2010 when revised IAS 27 “Consolidated and separate financial statements”, became effective. 

Previously transactions with non-controlling interests were treated as transactions with parties external to the Group.  Disposals therefore
resulted in gains or losses in profit or loss and purchases resulted in the recognition of goodwill.  On disposal or partial disposal, a
proportionate interest in reserves attributable to the subsidiary was reclassified to profit or loss or directly to retained earnings. 

Previously, when the Group ceased to have control or significant influence over an entity, the carrying amount of the investment at the 
date control or significant influence was lost became its cost for the purposes of subsequently accounting for the retained interests as
associate, jointly controlled entity or financial asset.

The Group has applied the new accounting policy prospectively to transactions occurring on or after 1 January, 2010.  As a consequence, no 
adjustments were necessary to any of the amounts previously recognised in the consolidated financial statements.

(c) Common control transactions

For business combinations involving entities under common control, the Group applies the predecessor values method of consolidation.  
Under this method, when an existing subsidiary of the Group is transferred within the Group, the predecessor values used to account for
the common control transaction are the values that were included in the Group’s consolidated financial statements when the subsidiary
was first acquired.  No goodwill arises under predecessor accounting and any difference arising on consolidation is recognised in equity. 
Under predecessor accounting the Group follows a policy whereby the consolidated financial statements incorporate the acquired entity’s
results from the date on which the transaction occurred and the comparatives are not restated.

(d) Associates

Associates are all entities over which the Group has significant influence but not control.  Usually, in these entities the Group has a
shareholding between 20% and 50% of the voting rights.

Investments in associates are initially recognised at cost and are then accounted for using the equity method of accounting.  The Group’s
investments in associates include goodwill identified on acquisition, net of any accumulated impairment loss.  The Group’s share of post-
acquisition profits or losses of associates is recognised in the consolidated income statement and its share of post-acquisition movements
in reserves is recognised in reserves.  The cumulative post-acquisition movements are adjusted against the carrying amount of the
investment.  When the Group’s share of losses in an associate equals or exceeds its interest in the associate, including any other unsecured
receivables, the Group does not recognise further losses, unless it has incurred obligations or made payments on behalf of the associate.
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Consolidation (continued)

(d) Associates (continued)

Gains on transactions between the Group and its associates are eliminated to the extent of the Group’s interest in the associates.  Intra-
group losses are also eliminated unless the transaction provides evidence of an impairment of the asset transferred.  The accounting 
policies of associates have been changed where necessary to ensure consistency with the accounting policies adopted by the Group.

Dilution gains and losses arising in investments in associates are recognised in the consolidated income statement.

For summarised financial information on the Group’s associates accounted for using the equity method, see Note 26.

Foreign currency translation

(a) Functional and presentation currency

Items included in the financial statements of each entity of the Group are measured using the currency of the primary economic
environment in which the entity operates (“the functional currency”).

The consolidated financial statements are presented in Euro, which is the functional and presentation currency of the Bank.  All amounts
are rounded to the nearest thousand, unless where otherwise stated.

(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates prevailing at the dates of the
transactions.

Monetary items denominated in foreign currency are translated with the closing rate as at the reporting date.  Non-monetary items
denominated in a foreign currency that are measured at historical cost are translated with the exchange rate as at the date of initial
recognition;  non-monetary items in a foreign currency that are measured at fair value are translated using the exchange rates at the date
when the fair value was determined.

Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation at year-end exchange rates
of monetary assets and liabilities denominated in foreign currencies are recognised in the consolidated income statement, except in the
cases of qualifying net investment hedges and qualifying cash flow hedges, where foreign exchange gains and losses are recognised in 
equity.

All foreign exchange gains and losses recognised in the income statement are presented net in the consolidated income statement within
the corresponding item.  Foreign exchange gains and losses on other comprehensive income items are presented in other comprehensive
income within the corresponding item.

Changes in the fair value of monetary securities denominated in foreign currency classified as available-for-sale are analysed between 
translation differences resulting from changes in the amortised cost of the security and other changes in the carrying amount.  Translation 
differences related to changes in the amortised cost are recognised in profit or loss, and other changes in the carrying amount, other than 
in relation to impairment, are recognised in equity.

Translation differences on non-monetary items, such as equities held at fair value through profit or loss, are recognised in profit or loss as 
part of the fair value gain or loss.  Translation differences on non-monetary financial assets, such as equities classified as available-for-sale 
financial assets, are included in the fair value reserves in equity.
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(c) Group companies

The results and financial position of all the Group entities (none of which has the currency of a hyper-inflationary economy) that have a 
functional currency different from the presentation currency are translated into the presentation currency as follows:

� Assets and liabilities for each balance sheet presented are translated at the closing exchange rate at the date of that balance sheet.

� Income and expenses for each income statement are translated at average exchange rates (unless this average is not a reasonable
approximation of the cumulative effect of the rates prevailing on the transaction dates, in which case income and expenses are 
translated at the dates of the transaction). 

� All resulting exchange differences are recognised in other comprehensive income.

Exchange differences arising from the above process are reported in shareholders’ equity as “Currency Translation Reserve”.

On consolidation, exchange differences arising from the translation of the net investment in foreign operations, and of borrowings and 
other currency instruments designated as hedges of such investments, are taken to other comprehensive income.  When a foreign
operation is disposed of, or partially disposed of, exchange differences that were recorded in equity, are recognised in profit or loss as part
of the gain or loss on sale.

Goodwill and fair value adjustments arising on the acquisition of foreign subsidiaries are treated as assets and liabilities of the foreign
subsidiary and translated at the closing rate. 

Non-current assets held for sale and discontinued operations

Non-current assets classified as held for sale are measured at the lower of carrying amount and fair value less costs to sell.  These measurement
provisions do not apply to deferred tax assets and liabilities (IAS 12), financial assets in the scope of IAS 39 and investment properties that are 
accounted for in accordance with the fair value model in IAS 40.

Non-current assets are classified as held for sale if their carrying amount will be recovered principally through a sale transaction rather than
through continuing use.  This condition is regarded as met only when the sale is highly probable and the asset is available for immediate sale in its
present condition, subject to terms that are usual and customary for sales of such assets. Management must be committed to the sale and must 
actively market the asset for sale at a price that is reasonable in relation to the current fair value.  The sale should be expected to qualify for
recognition as a completed sale within one year from the date of classification.  These assets may be a component of an entity, a disposal group or
an individual non-current asset.

A discontinued operation is a component of an entity that either has been disposed of, or that is classified as held for sale, and:  (a) represents a 
separate major line of business or geographical area of operations; (b) is part of a single coordinated plan to dispose of a separate major line of
business or geographical area of operations; or (c) is a subsidiary acquired exclusively with a view to resale.  Discontinued operations are presented 
in a separate line in the income statement.

Net profit from discontinued operations includes the net total of operating profit or loss before tax from operations, including net gain or loss on
sale before tax or measurement to fair value less costs to sell and discontinued operations tax expense.  A component of an entity comprises 
operations and cash flows that can be clearly distinguished, operationally and for financial reporting purposes, from the rest of the Group’s
operations and cash flows.  If an entity or a component of an entity is classified as a discontinued operation, the Group restates prior periods in the 
consolidated income statement.

Interest income and expense

Interest income and expense are recognised in the consolidated income statement for all interest-bearing assets and liabilities using the effective 
interest rate method.  Interest income includes interest earned on advances, held-to-maturity financial assets, available-for-sale financial assets,
debt securities lending, financial assets at fair value through profit or loss, as well as the amortisation of discount and premium on bonds and other
financial instruments.
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Interest income and expense (continued)

The effective interest rate method is a method of calculating the amortised cost of a financial asset or a financial liability and of allocating the
interest income or interest expense over the relevant period.  The effective interest rate is the rate that exactly discounts estimated future cash
payments or receipts through the expected life of the financial instrument or, when appropriate, a shorter period to the net carrying amount of the
financial asset or financial liability.  When calculating the effective interest rate, the Group estimates cash flows considering all contractual terms of
the financial instrument (for example, prepayment options) but does not consider future credit losses. The calculation includes all fees and points
paid or received between parties to the contract that are an integral part of the effective interest rate, transaction costs and all other premiums or
discounts.

Once a financial asset or a group of similar financial assets has been written down as a result of an impairment loss, interest income is recognised
using the rate of interest used to discount the future cash flows for the purpose of measuring the impairment loss.

Fee and commission income and expense

Fee and commission income and expense are generally recognised on an accrual basis when the service has been provided.  Sales of services are 
recognised in the accounting period in which the services are rendered, by reference to completion of the specific transaction assessed on the basis
of the actual services provided as a proportion of the total services to be provided.

Loan commitment fees for loans that are likely to be drawn down are deferred (together with related direct costs) and recognised as an adjustment 
to the effective interest rate on the loan.  Loan syndication fees are recognised as revenue when the syndication has been completed and the
Group has retained no part of the loan package for itself or has retained a part at the same effective interest rate as the other participants. 
Commission and fees arising from negotiating, or participating in the negotiation of a transaction for a third party, such as the arrangement of the
acquisition of shares or other securities, or the purchase or sale of businesses, are recognised on completion of the underlying transaction. 
Portfolio and other management advisory and service fees are recognised based on the applicable service contracts, usually on a time-apportionate
basis.  Asset management fees related to investment funds are recognised rateably over the period in which the service is provided.  The same
principle is applied for wealth management and custody services that are continuously provided over an extended period of time.  Performance-
linked fees or fee components are recognised when the performance criteria are fulfilled.

Dividend income

Dividend income is recognised in the consolidated income statement when the Group’s right to receive payment is established.

Financial guarantee contracts

Financial guarantee contracts are contracts that require the issuer to make specified payments to reimburse the holder for a loss it incurs because a 
specified debtor fails to make payments when due, in accordance with the terms of a financial instrument.  Such financial guarantees are given to
banks, financial institutions and other bodies on behalf of customers to secure loans, overdrafts and other banking facilities.

Financial guarantees are initially recognised at fair value on the date the guarantee was given.  The fair value of a financial guarantee at the time of
signature is zero because all guarantees are agreed on arm’s length terms and the value of the premium agreed corresponds to the value of the 
guarantee obligation.  No receivable for the future premiums is recognised.

Subsequent to initial recognition, the Group’s liabilities under such guarantees are measured at the higher of the initial amount, less amortisation
of fees recognised in accordance with IAS 18, and the best estimate of the amount required to settle the guarantee.  These estimates are
determined based on experience of similar transactions and history of past losses, supplemented by the judgement of management.

The fee income earned is recognised on a straight-line basis over the life of the guarantee.

Any increase in the liability relating to guarantees is recognised in the consolidated income statement within other administrative expenses.

Current and deferred income tax

(a) Current income tax 

Income tax payable or receivable is calculated on the basis of the applicable tax law in the respective jurisdiction and is recognised as an 
expense or income for the period respectively.

The Group does not offset current income tax liabilities and current income tax assets. 
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(b) Deferred income tax 

Deferred income tax is provided in full, using the liability method, on temporary differences arising between the tax bases of assets and
liabilities and their carrying amounts in the consolidated financial statements. Deferred income tax is determined using tax rates and laws
that have been enacted or substantively enacted by the date of the consolidated balance sheet and are expected to apply when the related 
deferred income tax asset is realised or the deferred income tax liability is settled.

The principal temporary differences arise from depreciation of property and equipment, revaluation of certain financial assets and liabilities
including derivative contracts, provisions for retirement benefits and carry-forwards and, in relation to acquisitions, on the difference
between the fair values of the net assets acquired and their tax base.  However, the deferred income tax is not accounted for if it arises
from initial recognition of an asset or liability in a transaction other than a business combination that at the time of the transaction affects 
neither accounting nor taxable profit or loss.

Deferred tax assets are recognised when it is probable that future taxable profits will be available against which these temporary
differences can be utilised.

Deferred income tax is provided on temporary differences arising from investments in subsidiaries and associates, except where the timing
of the reversal of the temporary difference is controlled by the Group and it is probable that the difference will not reverse in the 
foreseeable future.

The tax effects of carry-forwards of unused losses or unused tax credits are recognised as an asset when it is probable that future taxable
profits will be available against which these losses can be utilised.

Deferred tax related to fair value re-measurement of available-for-sale investments and cash flow hedges, which are recognised in other
comprehensive income, is also recognised in other comprehensive income.

Employee benefits

(a) Retirement benefits

Group companies operate various retirement benefit plans.  The Group has both defined benefit and defined contribution plans.

A defined contribution plan is a retirement benefit plan under which the Group pays fixed contributions into a separate entity.  For a 
defined contribution plan the Group has no legal or constructive obligation to pay further contributions if the fund does not hold sufficient 
assets to pay all employees the benefits relating to employee service in the current and prior periods.

A defined benefit plan is a retirement plan that is not a defined contribution plan.  Typically defined benefit plans define an amount of
retirement benefit that an employee will receive on retirement, usually dependent on one or more factors such as years of service and 
compensation.

The liability recognised in the consolidated balance sheet in respect of defined benefit retirement plans is the present value of the defined 
benefit obligation at the date of the consolidated balance sheet less the fair value of plan assets, together with adjustments for
unrecognised actuarial gains or losses and past service costs.  The defined benefit obligation is calculated annually by independent actuaries
using the projected unit credit method.  The present value of the defined benefit obligation is determined by discounting the estimated
future cash outflows using interest rates of high-quality corporate bonds that are denominated in the currency in which the benefits will be
paid and that have terms to maturity approximating to the terms of the related pension liability.

Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions in excess of the greater of 10% of the
fair value of plan assets or 10% of the present value of the defined benefit obligation are charged or credited to income over the
employees’ expected average remaining working lives.

Past service costs are recognised immediately in expenses, unless the changes to the pension plan are conditional on the employees
remaining in service for a specified period of time (the vesting period).  In this case, the past service costs are amortised on a straight-line
basis over the vesting period.

For defined contribution plans, the Group has no further payment obligations once the contributions have been paid.  The contributions are
recognised as employee benefit expense when they are due.  Prepaid contributions are recognised as an asset to the extent that a cash
refund or a reduction in the future payments is available.
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(a) Retirement benefits (continued)

The Group also pays contributions to the Government Social Insurance Fund of each country in accordance with legal requirements, where 
applicable.

(b) Termination benefits

Termination benefits are payable when employment is terminated by the Group before the normal retirement date, or whenever an 
employee accepts voluntary redundancy in exchange for these benefits.  The Group recognises termination benefits when it is
demonstrably committed to either:  termination of the employment of current employees according to a detailed formal plan without
possibility of withdrawal, or providing termination benefits as a result of an offer made to encourage voluntary redundancy.  Benefits falling 
due more than twelve months after the date of the consolidated balance sheet are discounted to present value.

Share-based compensation

The Group’s share option scheme is an equity-settled, share-based compensation plan in respect of services received from certain of its employees.

The fair value of the services received is measured by reference to the fair value of the shares or share options granted on the date of the grant.
The cost of the employee services received in respect of the shares or share options granted is recognised as an expense in the consolidated 
income statement over the period that the services are received, which is the vesting period, with a corresponding credit in equity.  The total
amount to be expensed over the vesting period is determined by reference to the fair value of the options granted.

The fair value of the options granted is determined using option pricing models, which take into account the exercise price of the option, the
current share price, the risk free interest rate, the expected volatility of the share price over the life of the option and other relevant factors.
Except for those which include terms related to market conditions, vesting conditions included in the terms of the grant are not taken into account
in estimating fair value.

Upon a modification of a share option scheme, whereby the modification increases the fair value of the equity instruments granted (for example by
reducing the exercise price), measured immediately before and after the modification, the Group includes the incremental fair value granted in the
measurement of the amount recognised for services received as consideration for the equity instruments granted.  The incremental fair value
granted is the difference between the fair value of the modified equity instrument and that of the original equity instrument, both estimated as at 
the date of the modification.  If the modification occurs during the vesting period, the incremental fair value granted is included in the
measurement of the amount recognised for services received over the period from the modification date until the date when the modified equity
instruments vest, in addition to the amount based on the grant date fair value of the original equity instruments, which is recognised over the 
remainder of the original vesting period.

Upon a modification of a share option scheme, whereby the modification reduces the total fair value of the share-based payment arrangement, or
is not otherwise beneficial to the employee, the Group continues to account for the services received as consideration for the equity instruments
granted as if that modification had not occurred.

Non-market vesting conditions are included in assumptions about the number of options that are expected to vest.  They are taken into account by 
adjusting the number of shares or share options included in the measurement of the cost of employee services so that ultimately the amount
recognised in the consolidated income statement reflects the number of vested shares or share options.  Where vesting conditions are related to
market conditions, the charges for the services received are recognised regardless of whether or not the market related vesting condition is met,
provided that the non-market vesting conditions are met.  At each balance sheet date, the Group revises its estimates of the number of options
that are expected to vest.  The total amount expensed is recognised over the vesting period which is the period over which all of the specified
vesting conditions are to be satisfied.  The Group recognises the impact of the revision to original estimates, if any, in the consolidated income
statement, with a corresponding adjustment to equity.  The proceeds received net of any directly attributable transaction costs, are credited to
share capital (nominal value) and share premium when the options are exercised.

Cash and cash equivalents

For the purposes of the statement of cash flows, cash and cash equivalents comprise balances with less than three months’ maturity, including cash
and non-restricted balances with Central Banks and amounts due from other banks.

Repossessed property

In certain circumstances, property is repossessed following the foreclosure on loans that are in default.  Repossessed properties are measured at 
the lower of carrying amount and fair value less costs to sell and are reported within “Other assets”.
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Advances to customers

Advances to customers are presented on the balance sheet net of accumulated impairment provisions.

The Group assesses at each balance sheet date whether there is objective evidence that advances to customers are impaired.  Advances to
customers are impaired and impairment losses are incurred only if there is objective evidence of impairment, as a result of one or more events that 
occurred after the initial recognition of the asset (a “loss event”) and that loss event or events has an impact on the estimated future cash flows.

The criteria that the Group uses to determine whether there is objective evidence for an impairment loss include:

(a) violation of the contractual terms resulting in the delay of capital or interest payment,

(b) evidence for significant deterioration in the loan repayment ability,

(c) undertaking of legal action,

(d) bankruptcy,

(e) other objective evidence that leads to the conclusion that the Group will not collect the full amount due.

The Group first assesses whether objective evidence of impairment exists individually for advances.  If the Group determines that no objective 
evidence of impairment exists for an individually assessed advance, it includes the asset in a group of advances with similar credit risk
characteristics and collectively assesses them for impairment.  Advances that are individually assessed for impairment and for which an impairment
loss is or continues to be recognised are not included in a collective assessment of impairment. 

The calculation of the present value of the estimated future cash flows of a collateralised advance reflects the cash flows that may result from
foreclosure whether or not foreclosure is probable.  The provision amount is calculated as the difference between the advance’s carrying amount
and the present value of the estimated future cash flows.

For the purposes of a collective evaluation of impairment, advances are grouped on the basis of similar credit risk characteristics (that is, on the
basis of the Group’s grading process that considers asset type, collateral type, past-due status and other relevant factors).  Those characteristics are 
relevant to the estimation of future cash flows for groups of such assets by being indicative of the debtors’ ability to pay all amounts due according
to the contractual terms of the assets being evaluated.

Future cash flows in a group of advances that are collectively evaluated for impairment are estimated on the basis of the contractual cash flows of
the assets in the group and historical loss experience for assets with credit risk characteristics similar to those in the group.  Historical loss 
experience is adjusted on the basis of current observable data to reflect the effects of current conditions that did not affect the period on which 
the historical loss experience is based and to remove the effects of conditions in the historical period that do not currently exist.

Impaired advances are monitored continuously and are reviewed for provisioning purposes on a quarterly basis.  If the amount of the impairment
loss decreases in a subsequent period, due to an event occurring after the impairment was recognised, the provision is written back by reducing
the impairment provision account accordingly.

When an advance is uncollectible, it is written off against the related provision for impairment.  Such advances are written off after all the
necessary procedures have been completed, there is no realistic potential of recovery, and the amount of the loss has been determined, 
notwithstanding the Group’s right to collect in the future any amounts that have been written off.

Financial assets

The Group classifies its financial assets in the following IAS 39 categories:  at fair value through profit or loss, loans and receivables, held-to-
maturity and available-for-sale.  Management determines the classification of financial assets at initial recognition.

(a) Financial assets at fair value through profit or loss

This category comprises two sub-categories:  financial assets held-for-trading and those designated at fair value through profit or loss upon
initial recognition.
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Financial assets (continued)

(a) Financial assets at fair value through profit or loss (continued)

A financial asset is classified as held-for-trading if acquired principally for the purpose of selling in the near term or if it is part of a portfolio
of identified financial instruments that are managed together and for which there is evidence of a recent actual pattern of short-term profit
taking.  Derivative financial instruments are also categorised as held-for-trading, unless they are designated and effective as hedging
instruments in which case hedge accounting is applied.  Financial assets designated at fair value through profit or loss upon initial
recognition are those that are managed and their performance is evaluated on a fair value basis, in accordance with a documented 
investment strategy.  Information about these financial assets is provided internally on a fair value basis to key management personnel.

(b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted in an active market,
other than:  (a) those that the Group intends to sell immediately or in the short-term, which are classified as held-for-trading, and those 
that the Group upon initial recognition designates as at fair value through profit or loss,  (b) those that the Group upon initial recognition
designates as available-for-sale, or (c) those for which the holder may not recover substantially all of its initial investment, other than
because of credit deterioration.

(c) Held-to-maturity financial assets

Held-to-maturity financial assets are non-derivative financial assets with fixed or determinable payments and fixed maturities that the
Group’s management has the positive intention and ability to hold to maturity, other than:  (a) those that the Group upon initial
recognition designates as at fair value through profit or loss, (b)  those that the Group designates as available-for-sale, and (c)  those that
meet the definition of loans and receivables.

(d) Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are either designated in this category or not classified in any of the
other categories.

Available-for-sale investments are financial assets that are intended to be held for an indefinite period of time, which may be sold in
response to needs for liquidity or changes in interest rates, exchange rates or equity prices or that are not classified as loans and
receivables, held-to-maturity investments or financial assets at fair value through profit or loss.

Regular-way purchases and sales of financial assets are recognised on the trade date, which is the date on which the Group commits to purchase or
sell the financial asset.  Financial assets are initially recognised at fair value plus transaction costs for all financial assets not carried at fair value
through profit or loss.  Financial assets carried at fair value through profit or loss are initially recognised at fair value and transaction costs are
expensed in the consolidated income statement.  Available-for-sale financial assets and financial assets at fair value through profit or loss are 
subsequently carried at fair value.  Loans and receivables and held-to-maturity financial assets are carried at amortised cost using the effective 
interest rate method. 

Gains or losses arising from changes in the fair value of the financial assets at fair value through profit or loss are presented in the consolidated
income statement within “Profit on disposal and revaluation of securities” in the period in which they arise.  Dividend income from financial assets
at fair value through profit or loss is recognised in the consolidated income statement as part of other income when the Group’s right to receive
payment is established.

Changes in the fair value of monetary securities denominated in a foreign currency and classified as available-for-sale are analysed between 
translation differences resulting from changes in amortised cost of the security and other changes in the carrying amount of the security.  The 
translation differences on monetary securities are recognised in profit or loss, while translation differences on non-monetary securities are
recognised in equity.  Changes in the fair value of monetary and non-monetary securities classified as available-for-sale, other than impairments,
are recognised in equity.
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Financial assets (continued)

In particular circumstances the Group may reclassify non-derivative financial assets (other than those designated at fair value through profit or loss
upon initial recognition) and for which there is no longer intention to trade or sell in the foreseeable future, out of the fair value through profit or
loss category.  In such cases any gain or loss already recognised in the consolidated income statement is not reversed and the fair value of the 
financial asset on the date of reclassification becomes its new cost or amortised cost, as applicable.  The Group may also transfer out of the
available-for-sale category to either the loans and receivables or the held-to-maturity category, a financial asset that would have met the definition
of loans and receivables or held-to-maturity, if it has the intention and ability to hold that financial asset for the foreseeable future or until 
maturity, respectively.  Any previous gain or loss on that asset that has been recognised directly in equity is amortised to profit or loss over the
remaining life of the investment using the effective interest rate method.

When securities classified as available-for-sale are sold or impaired, the accumulated fair value adjustments recognised in equity are included in the
consolidated income statement as “Profit on disposal and revaluation of securities”.

Financial assets are derecognised when the contractual rights to receive the cash flows from these assets have ceased to exist or the assets have
been transferred and substantially all the risks and rewards of ownership of the assets are also transferred (that is, if substantially all the risks and
rewards have not been transferred, the Group tests control to ensure that continuing involvement on the basis of any retained powers of control 
does not prevent derecognition).

Collateral (shares and bonds) offered by the Group under standard repurchase agreements and securities lending transactions is not derecognised
because the Group retains substantially all the risks and rewards on the basis of the predetermined repurchase price and the criteria for 
derecognition are therefore not met.

Interest on available-for-sale securities calculated using the effective interest rate method is recognised in the consolidated income statement
within “Interest income”.  Dividends on available-for-sale equity instruments are recognised in the consolidated income statement within “Other
income” when the Group’s right to receive payments is established.

The fair value of investments quoted in an active market is based on quoted bid prices.  If the market for a financial asset is not active and for
unlisted securities, the Group establishes fair value by using valuation techniques.  These include the use of recent arm’s length transactions,
reference to other instruments that are substantially the same, discounted cash flow analysis and option pricing models making maximum use of
market inputs and relying as little as possible on entity specific inputs.

The Group assesses at each balance sheet date whether there is objective evidence that a financial asset or a group of financial assets is impaired. 
In the case of equity securities classified as available-for-sale, a significant or prolonged decline in the fair value of the security below its cost is
considered as an indication of possible impairment.  If any such evidence exists for available-for-sale financial assets, the cumulative loss, which is
measured as the difference between the acquisition cost and the current fair value, less any impairment loss on that financial asset previously 
recognised in profit or loss, is removed from equity and recognised in the consolidated income statement.  Impairment losses recognised in the
consolidated income statement on equity instruments are not reversed through the consolidated income statement.

Financial liabilities

The Group’s holding in financial liabilities consists mainly of financial liabilities measured at amortised cost.  Financial liabilities measured at
amortised cost are due from banks, customer deposits, senior debt and loan capital.  Financial liabilities are derecognised when they have been
redeemed or otherwise extinguished.

Reclassification of financial assets

The Group may choose to reclassify a non-derivative financial asset held-for-trading from the held-for-trading category to another relevant
category if the financial asset is no longer held for the purpose of selling it in the near term.  Financial assets, other than loans and receivables, are 
permitted to be reclassified out of the held-for-trading category only in rare circumstances arising from a single event that is unusual and highly
unlikely to recur in the near term.  In addition, the Group may choose to reclassify financial assets that would meet the definition of loans and 
receivables out of the held-for-trading or available-for-sale categories if the Group has the intention and ability to hold these financial assets for the
foreseeable future or until maturity at the date of reclassification.  Reclassification of financial assets effected by the Group are shown in Note 17.

Reclassifications are made at fair values as of the reclassification date.  Fair value becomes the new cost or amortised cost as applicable, and no
reversals of fair value gains or losses recorded before reclassification date are subsequently made.  Effective interest rates for financial assets
reclassified to loans and receivables and held-to-maturity categories are determined at the reclassification date.  Further increases in estimates of
cash flows adjust effective interest rates prospectively.

On reclassification of a financial asset out of the “at fair value through profit or loss” category, all embedded derivatives are re-assessed and, if
necessary, separately accounted for.

69



ANNUAL REPORT 10

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Repurchase agreements

The Group enters into agreements for purchases (sales) of investments and to resell (repurchase) substantially identical investments at a certain
date in the future at a fixed price.

Investments sold subject to repurchase agreements (repos) continue to be recognised in the consolidated balance sheet and are measured
according to their classification.  The proceeds from the sale of the investments are reported as liabilities to either banks or customers.
Investments purchased, on condition that they will be resold in the future (reverse repos), are not recognised in the consolidated balance sheet.
The amounts paid for purchase thereof are recognised as receivables from either banks or customers.  The difference between the sale and
repurchase consideration is recognised as interest income or expense during the repurchase agreement period using the effective interest rate
method. 

The Group enters into share purchase agreements with the intention to resell them (stock reverse repos) through the Athens Derivatives Exchange.
The acquired shares are then sold in the Athens Exchange.  The shares are not recognised as assets but the resale of the shares is recognised as a 
liability in the balance sheet, and is measured at the fair value of the securities that the Group is committed to repurchase and return to the
Derivatives Exchange Clearing House. 

Offsetting financial instruments

Financial assets and liabilities are offset and the net amount is reported in the consolidated balance sheet when there is a legally enforceable right
to offset the recognised amounts and there is an intention to settle on a net basis, or realise the asset and settle the liabil ity simultaneously.

Derivative financial instruments and hedge accounting

Derivative financial instruments include forward exchange contracts, currency and interest rate swaps, currency and index futures, equity and 
currency options and other derivative financial instruments. These are initially recognised in the consolidated balance sheet at fair value on the 
date a derivative contract is entered into and subsequently are remeasured at their fair value.  Fair values are obtained from quoted market prices
in active markets and valuation techniques such as discounted cash flow models and other pricing models as appropriate.  All derivatives are shown
within assets when fair value is positive and within liabilities when fair value is negative.

Certain derivatives embedded in other financial instruments, are treated as separate derivatives when their economic characteristics and risks are
not closely related to those of the host contract and the host contract is not carried at fair value through profit or loss.  These embedded
derivatives are measured at fair value with changes in fair value recognised in the consolidated income statement.

The Group uses derivative financial instruments for hedging risks that arise from changes in interest rates and exchange rates.  The Group applies
fair value hedges or cash flow hedges to these derivatives that meet the criteria for hedge accounting.  For derivatives that do not meet the criteria
for hedge accounting, any profit or loss arising from the changes in fair values is recorded in the consolidated income statement. 

A hedge relationship for the purposes of applying hedge accounting exists when: 

� At the inception of the hedge, the Group designates and documents the hedging relationship as well as its risk management objective and
strategy for undertaking the hedge.

� The hedge is expected to be highly effective in offsetting changes in fair values or cash flows attributed to the hedged risk, pursuant to the
documented risk management strategy for the said hedge relationship.

� For cash flow hedges, the forecast transaction that is the subject of the hedge is highly probable and must present an exposure to
variations in cash flows that could ultimately affect the results.

� The effectiveness of the hedge can be reliably measured.

� The hedge is assessed as highly effective throughout the period.

The method of recognising the resulting fair value gain or loss depends on whether the derivative is designated and qualifies as a hedging 
instrument, and if so, the nature of the item being hedged.  The Group designates certain derivatives as either:

� hedges of the fair value of recognised assets or liabilities or firm commitments (fair value hedges); or

� hedges of highly probable future cash flows attributable to a recognised asset or liability or a forecasted transaction (cash flow hedges); or

� hedges of a net investment in a foreign operation (net investment hedges).
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Derivative financial instruments and hedge accounting (continued)

The Group documents, at the inception of the transaction, the relationship between hedged items and hedging instruments, as well as its risk
management objective and strategy for undertaking various hedge transactions.  The Group also documents its assessment, both at hedge
inception and on an ongoing basis, of whether the derivatives that are used in hedging transactions are highly effective in offsetting changes in fair
values or cash flows of hedged items.

(a) Fair value hedge

For fair value hedges that meet the criteria for hedge accounting, any profit or loss from the revaluation of the derivative at fair value is
recognised in the consolidated income statement.  Any profit or loss of the hedged instrument that is due to the hedged risk, adjusts the 
carrying amount of the hedged instrument and is recognised in the consolidated income statement, irrespective of the classification of the
financial instrument.

If the hedge no longer meets the criteria for hedge accounting, the adjustment to the carrying amount of a hedged item for which the
effective interest rate method is used is amortised to profit or loss over the period to maturity and recorded as net interest income.  The 
adjustment to the carrying amount of a hedged equity security is included in the consolidated income statement when the equity security is
disposed of as part of the gain or loss on the sale.

(b) Cash flow hedge

The effective portion of changes in the fair value of derivatives that are designated and qualify as cash flow hedges are recognised in other
comprehensive income.  Any ineffective portion is recognised in the consolidated income statement.

Amounts accumulated in equity are recycled in the consolidated income statement in the periods when the hedged item affects profit or
loss.  They are recorded in the income or expense lines associated with the related hedged item.

When a hedging instrument expires or is sold, or when a hedge no longer meets the criteria for hedge accounting, any cumulative gain or
loss existing in equity at that time remains in equity and is recognised when the forecast transaction is ultimately recognised in the
consolidated income statement. When a forecast transaction is no longer expected to occur, the cumulative gain or loss that was reported
in equity is immediately transferred to the consolidated income statement.

(c) Net investment hedge

Hedges of net investments in foreign operations are accounted for similarly to cash flow hedges.  Any gain or loss on the hedging
instrument relating to the effective portion of the hedge is recognised directly in equity; the gain or loss relating to the ineffective portion is
recognised immediately in the consolidated income statement. Gains and losses accumulated in equity are included in the consolidated 
income statement when the foreign operation is disposed of as part of the gain or loss on the disposal.

(d) Derivatives that do not qualify for hedge accounting

Certain derivative instruments do not qualify for hedge accounting.  For derivative instruments that do not qualify for hedge accounting,
changes in the fair value are recognised immediately in the consolidated income statement, under “Profit on disposal and revaluation of
securities”. 

Investment property

Investment property includes land and buildings, owned by the Group with the intention of earning rentals or for capital appreciation or both, and 
are not used by the Group.  Investment property is carried at fair value, representing open market value, as is determined annually by external 
independent professional valuers who apply recognised valuation techniques.  Changes in fair values are included within “Other income” in the
consolidated income statement.

Some properties may be partially occupied by the Group, with the remainder being held for rental income or capital appreciation.  If that part of
the property occupied by the Group can be sold separately, the Group accounts for the portions separately.  The portion that is owner-occupied is
accounted for under IAS 16 and the portion that is held for rental income or capital appreciation or both is treated as investment property under
IAS 40.  When the portions cannot be sold separately, the whole property is treated as investment property only if an insignificant portion is owner-
occupied.  

Recognition of investment properties takes place only when it is probable that the future economic benefits that are associated with the property 
will flow to the Group and the cost can be measured reliably.  This is usually the day when all risks are transferred.
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Investment property (continued)

Investment properties are measured initially at cost, including transaction costs.  The carrying amount includes the cost of replacing parts of an
existing investment property at the time the cost was incurred if the recognition criteria are met and excludes the costs of day-to-day servicing of
an investment property.  Subsequent to initial recognition, investment properties are stated at fair value, which reflects market conditions at the
date of the consolidated balance sheet.  Gains or losses arising from changes in the fair value of investment properties are included in the 
consolidated income statement in the year in which they arise.  Subsequent expenditure is included in the asset’s carrying amount only when it is
probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured reliably.  All other
repairs and maintenance costs are charged to the consolidated income statement during the financial period in which they are incurred.

The fair value of investment properties is based on the nature, location and condition of the specific asset.  The fair value is calculated by
discounting the expected net rentals at a rate that reflects the current market conditions as of the valuation date adjusted, if necessary, for any 
difference in the nature, location or condition of the specific asset.  The fair value of investment property does not reflect future capital
expenditure that will improve or enhance the property and does not reflect the related future benefits from this future expenditure.

Intangible assets

Intangible assets comprise separately identifiable intangible items arising from business combinations, computer software licences and other
intangible assets.  Intangible assets are recognised at cost.  The cost of an intangible asset acquired in a business combination is its fair value at the 
date of acquisition.  Intangible assets with a definite useful life are amortised using the straight-line method over their estimated useful economic
life.  Intangible assets with an indefinite useful life are not amortised.  At each balance sheet date, intangible assets are reviewed for indications of
impairment or changes in estimated future economic benefits.  If such indications exist, the intangible assets are analysed to assess whether their
carrying amount is fully recoverable.  An impairment loss is recognised if the carrying amount exceeds the recoverable amount.  The Group chooses 
to use the cost model for the measurement after initial recognition.  Intangible assets with indefinite useful life are tested annually for impairment
and whenever there is an indication that the asset may be impaired.

(a) Goodwill

Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net identifiable assets of the
acquired business at the date of acquisition.  Goodwill on acquisitions of subsidiaries is included in the balance sheet in “Intangible assets”.
Goodwill on acquisitions of associates is included in “Investments in associates”. Goodwill is tested for impairment annually and whenever
there are indications of impairment by comparing the present value of the expected future cash flows from a cash-generating unit with the
carrying value of its net assets, including attributable goodwill and is carried at cost less accumulated impairment losses.  Impairment losses
on goodwill are not reversed.  Gains and losses on the disposal of a business include the carrying amount of goodwill relating to the
business sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing.  The allocation is made to those cash-generating units
or groups of cash-generating units that are expected to benefit from the business combination in which the goodwill arose, identified in
accordance with IFRS 8.

(b) Computer software

Costs that are directly associated with identifiable and unique computer software products controlled by the Group and that will probably
generate economic benefits exceeding costs beyond one year are recognised as intangible assets.  Subsequently computer software
programmes are carried at cost less accumulated amortisation and any accumulated impairment losses.  Expenditure which enhances or
extends the performance of computer software programmes beyond their original specifications is recognised as a capital improvement.

Costs associated with maintenance of computer software programmes are recognised as an expense when incurred.  Computer software
costs are amortised using the straight-line method over their useful economic life, not exceeding a period of eight years (2009: five years).
Amortisation commences when the computer software is available for use and is included within “Depreciation, amortisation and 
impairment” in the consolidated income statement.

(c) Other intangible assets

Other intangible assets represent the estimated value of intangible assets, such as the value of core deposits and customer relationships, in
relation to acquired businesses (Notes 27 and 49).
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Intangible assets (continued)

(c) Other intangible assets (continued) 

Other intangible assets are initially recognised when they are separable or arise from contractual or other legal rights, the cost can be
measured reliably and, in the case of intangible assets not acquired in a business combination, where it is probable that future economic
benefits attributable to the assets will flow from their use.  The value of intangible assets which are acquired in a business combination is
generally determined using income approach methodologies such as the discounted cash flow method.

Other intangible assets are stated at cost less amortisation and provisions for impairment, if any, plus reversals of impairment, if any.
Other intangible assets that have a finite useful life are amortised on a straight-line basis during their useful economic life (ranging from 5
to 23 years).  Amortisation is included within “Depreciation, amortisation and impairment” in the consolidated income statement.  Other
intangible assets that have an indefinite useful life are not subject to amortisation and are tested for impairment annually and whenever
there is an indication that the intangible assets may be impaired.

Leases

Leases are accounted for in accordance with IAS 17 and IFRIC 4.  They are divided into finance leases and operating leases.

(a) A Group company as a lessee 

 Finance lease

A finance lease is a lease that transfers substantially all the risks and rewards incidental to ownership of an asset.  Title may or may not 
eventually be transferred. 

Finance leases are capitalised at the lease’s commencement at the lower of the fair value of the leased property and the present value of 
the minimum lease payments. 

Each lease payment is allocated between the liability and finance charges so as to achieve a constant rate on the finance balance
outstanding.  The corresponding rental obligations, net of finance charges, are included in liabilities.  The interest element of the finance
cost is charged to the consolidated income statement over the lease period so as to produce a constant periodic rate of interest on the
remaining balance of the liability for each period.  The property and equipment acquired under finance leases is depreciated over the
shorter of the useful economic life of the asset or the lease term. 

Operating lease

Leases in which a significant portion of the risks and rewards of ownership are retained by another party, the lessor, are classified as 
operating leases.  Total payments, including prepayments, made under operating leases (net of any incentives received by the lessor) are
charged to “Administrative expenses” in the consolidated income statement on a straight-line basis over the period of the lease.  When an
operating lease is terminated before the lease period has expired, any payment required to be made to the lessor by way of penalty is
recognised as an expense in the period in which termination takes place.

(b) A Group company as a lessor 

Finance lease and hire purchase

When assets are leased out under finance lease/hire purchase agreements, the present value of the lease payments is recognised as a 
receivable.  The difference between the gross receivable and the present value of the receivable is recognised as unearned finance income.
The present value of the receivable is recognised in the consolidated balance sheet under “Advances to customers”.  Lease income and hire
purchase fees are recognised in the consolidated income statement in a systematic manner, based on instalments receivable during the 
year so as to provide a constant periodic rate of interest using the net investment method (before tax).

 Operating lease

Assets leased out under operating leases are presented in the consolidated balance sheet as investment property and are accounted under
the accounting policy for investment property.  Payments received under operating leases are recorded in the consolidated income 
statement on a straight-line basis. 
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Property and equipment

Land and buildings are shown at fair value, based on periodic valuations by external independent professional valuers, less subsequent
depreciation for buildings.  Any accumulated depreciation at the date of revaluation is eliminated against the gross carrying amount of the asset
and the net carrying amount is restated to the revalued amount of the asset.  Revaluations are carried out with sufficient regularity to ensure that
the carrying amount does not differ materially from that which would be determined using fair value at the date of the balance sheet.  All other
property and equipment are stated at historical cost less depreciation.  Historical cost includes expenditure that is directly attributable to the
acquisition of property and equipment.

Increases in the carrying amount arising on revaluation of land and buildings are credited to fair value reserves in equity.  Decreases that offset
previous increases of the same asset are charged against those reserves.  All other decreases are charged to the consolidated income statement.
Each year the difference between depreciation based on the revalued carrying amount of the asset charged to the consolidated income statement
and depreciation based on the asset’s original cost is transferred from property fair value reserves to revenue reserves.

Land is not depreciated.  Depreciation on other property and equipment is calculated using the straight-line method to allocate the cost or
revalued amount of each asset less their residual values, over their estimated useful economic life.  The estimated useful economic life of other
property and equipment is as follows: 

 Years
Buildings 33 - 50
Furniture and equipment 3 - 10

The assets’ residual values and useful economic lives are reviewed and adjusted if appropriate at each balance sheet date.  Assets are reviewed for
impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable.

Where the carrying amount of an asset is greater than its estimated recoverable amount, it is written down immediately to its estimated 
recoverable amount.  The recoverable amount is the higher of the asset’s fair value less costs to sell and value in use.  No property and equipment
was impaired as at 31 December, 2010 (2009: nil).

Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only when it is probable that future
economic benefits associated with the item will flow to the Group and the cost of the item can be measured reliably.  The carrying amount of the
replaced part is derecognised.  All other repairs and maintenance costs are charged to “Administrative expenses” in the consolidated income
statement during the financial period in which they are incurred.

Gains and losses on disposal of property and equipment are determined by comparing the proceeds with the carrying amount and are included in 
the consolidated income statement.  When revalued assets are sold, the amounts included in the property fair value reserves are transferred to
revenue reserves. 

Properties under construction are carried at cost less any impairment loss where the recoverable amount of the property under construction is
estimated to be lower than its carrying value.  Depreciation for these assets commences when the assets are ready for their intended use.

Impairment of non-financial assets

Intangible assets that have an indefinite useful economic life are not subject to amortisation and are tested for impairment annually.  Assets that
are subject to amortisation are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not
be recoverable.  An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. The
recoverable amount is the higher of an asset’s fair value less costs to sell and value-in-use.  For the purposes of assessing impairment, assets are 
grouped at the lowest levels for which there are separately identifiable cash flows (cash-generating units). The impairment test can also be
performed on a single asset when the fair value less costs to sell or the value-in-use can be determined reliably.  Non-financial assets other than 
goodwill that suffered an impairment loss are reviewed for possible reversal of the impairment at each reporting date.

Trade payables

Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the effective interest rate method. 

Borrowings

Borrowings, comprising senior debt and loan capital, are recognised initially at fair value, being the issue proceeds (fair value of consideration
received) net of transaction costs incurred.  Borrowings are subsequently stated at amortised cost and any difference between the proceeds net of
transaction costs and the redemption value is recognised in the consolidated income statement over the period of the borrowings.  A financial
liability is derecognised when it is extinguished, that is, when the obligation is discharged, cancelled or expired.
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Share capital

Ordinary shares are classified as equity. 

(a) Share issue costs

Incremental costs directly attributable to the issue of new shares or options or to the acquisition of a business are shown in equity as a 
deduction, net of tax, from the proceeds from the issue of new shares.

(b) Dividends on ordinary shares

The dividend distribution to the Bank’s ordinary shareholders is recognised in the period in which the dividend is approved by the Bank’s
shareholders. 

Dividend for the year that is declared after the balance sheet date is disclosed in Note 50.

(c) Treasury shares

Where any Group company purchases the Bank’s equity share capital (treasury shares), the consideration paid, is deducted from total
shareholders’ equity as treasury shares until the shares are cancelled.  Where such shares are subsequently sold or reissued, any
consideration received, is included in shareholders’ equity.

Provisions

Provisions for restructuring costs and legal claims are recognised when the Group has a present legal or constructive obligation as a result of past 
events, it is more likely than not that an outflow of resources will be required to settle the obligation, and a reliable estimate of the amount of the
obligation can be made.  Where the Group expects a provision to be reimbursed, the reimbursement is recognised as a separate asset but only
when the reimbursement is virtually certain.  The Group recognises no provisions for future operating losses.

The Group recognises a provision for onerous contracts when the expected benefits to be derived from a contract are less than the unavoidable
costs of meeting the obligations under the contract.

Where there is a number of similar obligations, the likelihood that an outflow will be required in settlement is determined by considering the class
of obligations as a whole.  A provision is recognised even if the likelihood of an outflow with respect to any one item included in the same class of
obligations may be small.

Provisions are measured at the present value of the expenditures expected to be required to settle the obligation using a pre-tax rate that reflects
current market assessments of the time value of money and the risks specific to the obligation.  The increase in the provision due to passage of 
time is recognised as interest expense.

Credit-related transactions

Acceptances comprise undertakings by the Group to pay bills of exchange drawn on customers.  The Group expects most acceptances to be settled
simultaneously with the reimbursement from the customers.  The Group is also involved in trading transactions whereby it issues documentary
credits on behalf of its customers.  Assets arising from payments to a third party where the Group is awaiting reimbursement from the customer 
are shown on the consolidated balance sheet, less any necessary provisions.

Fiduciary activities

Where the Group acts in a fiduciary capacity such as nominee, trustee or agent, assets and related income arising thereon together with related
undertakings to return such assets to customers are excluded from these consolidated financial statements.

Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision-maker.  The chief
operating decision-maker is the person or group that allocates resources to and assesses the performance of the operating segments of an entity. 
The Group has determined the Group Executive Committee as its chief operating decision-maker. 
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Segment reporting (continued)

All transactions between business segments are conducted on an arm’s length basis, with intra-segment revenue and costs being eliminated in
head office.  Income and expenses directly associated with each segment are included in determining business segment performance. 

In accordance with IFRS 8, the Group has the following six main business segments on a worldwide basis:

(a) corporate and investment banking, which includes all commercial and investment banking business derived from corporate clients;

(b) retail banking, which includes all commercial banking business from retail clients;

(c) wealth management, which includes all business from high net worth individuals (banking and asset management business);

(d) international business banking, which includes all business from services offered to international business banking customers;

(e) treasury and capital markets, which includes all treasury and capital market activity and

(f) participations, investments and other segments, which includes the various participations and investments of the Group and all other
business not falling into any of the other segments, none of which constitutes a separately reportable segment.

Comparatives

Except when a standard or an interpretation permits or requires otherwise, all amounts are reported or disclosed with comparative information.

Where applicable, comparative figures have been adjusted to conform with changes in presentation in the current year.

3. CRITICAL ACCOUNTING ESTIMATES AND JUDGEMENTS

The Group’s financial statements and its financial results are influenced by accounting policies, assumptions, estimates and management
judgement, which necessarily have to be made in the course of preparation of the consolidated financial statements. 

The Group makes estimates and assumptions that affect the reported amounts of assets and liabilities within the next financial year.  All estimates
and assumptions required in conformity with IFRSs are best estimates undertaken in accordance with the applicable standard.  Estimates and
judgements are evaluated on a continuous basis, and are based on past experience and other factors, including expectations with regard to future
events. 

Accounting policies and management’s judgements for certain items are especially critical for the Group’s results and financial situation due to
their materiality. 

(a) Impairment losses on advances to customers

The Group reviews its portfolio of advances to assess impairment at least on a quarterly basis.  In determining whether an impairment loss
should be recorded in the consolidated income statement, the Group makes judgements as to whether there is any observable data
indicating an impairment trigger followed by measurable decrease in the estimated future cash flows from a portfolio of advances before
the decrease can be identified within that portfolio.  This evidence may include observable data indicating that there has been an adverse
change in the payment status of borrowers in a group, or national or local economic conditions that correlate with defaults on assets in the
Group.  Management uses estimates based on historical loss experience for assets with credit risk characteristics and objective evidence of
impairment similar to those in the portfolio when scheduling its future cash flows. The methodology and assumptions used for estimating
both the amount and timing of future cash flows are reviewed regularly to reduce any differences between loss estimates and actual loss
experience.  Were the net present value of estimated cash flows to differ by +/- 1%, the impairment loss would be estimated to be € 6,0 m
(2009: € 3,9 m) lower or € 3,7 m (2009: € 1,3 m) higher respectively.

(b) Fair value of financial instruments

The fair value of financial instruments that are not quoted in an active market is determined using valuation techniques.  The Group uses its
judgement to select a variety of methods and make assumptions that are mainly based on market conditions existing at each balance sheet 
date.  The valuation techniques used are frequently assessed to ensure their validity and appropriateness.  Changes in methods and 
assumptions about these factors could affect the reported fair value of financial instruments.  Sensitivity analysis in relation to changes in
the fair value of financial instruments as a result of changes in interest rates is disclosed in Note 44. 
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(c) Impairment of goodwill

The Group tests whether goodwill has suffered any impairment in accordance with the accounting policy stated in Note 2.  The recoverable
amounts of cash-generating units have been determined based on value in use calculations.  These calculations require the use of estimates 
and assumptions as disclosed in Note 27. 

For the banking operations in Greece, if the estimated return on equity was more than 0,6% lower than management’s estimates, the
Group would have to start recognising impairment of goodwill.  If the discount rate applied to the discounting of cash flows was more than
1,5% higher than the management’s estimates, the Group would have to start recognising impairment of goodwill.

For the investment operations in Greece, if the estimated return on equity was more than 0,7% lower than management’s estimates, or the
discount rate applied to the discounting of cash flows was more than 0,4% higher than the management’s estimates, the Group would have
to start recognising impairment of goodwill.

For the leasing operations in Greece, if the estimated return on equity was more than 1,8% lower than management’s estimates, or the 
discount rate applied to the discounting of cash flows was more than 1,5% higher than the management’s estimates, the Group would have
to start recognising impairment of goodwill.

For the factoring operations in Greece, if the discount rate applied to the discounting of cash flows was more than 46% higher than the
management’s estimates, the Group would have to start recognising impairment of goodwill.

For the banking operations in Romania, if the estimated return on equity was more than 10,0% lower than management’s estimates, or the
discount rate applied to the discounting of cash flows was more than 6,8% higher than the management’s estimates, the Group would have
to start recognising impairment of goodwill.

For the banking operations in the Ukraine, if the estimated return on equity was more than 2,1% lower than management’s estimates, the
Group would have to start recognising impairment of goodwill.  If the discount rate applied to the discounting of cash flows was more than
1,4% higher than the management’s estimates, the Group would have to start recognising impairment of goodwill.

For the banking operations in Serbia, if the estimated return on equity was more than 1,9% lower or the discount rate applied to the
discounting of cash flows was more than 1,3% higher than the management’s estimates, the Group would have to start recognising
impairment of goodwill.

For the banking operations in Malta, if the estimated return on equity was more than 18% lower than management’s estimates, or the
discount rate applied to the discounting of cash flows was more than 13,6% higher than the management’s estimates, the Group would
have to start recognising impairment of goodwill.

For the banking operations in Russia, if the estimated return on equity was more than 3,3% lower than management’s estimates, or the
discount rate applied to the discounting of cash flows was more than 2,1% higher than the management’s estimates, the Group would have
to start recognising impairment of goodwill.

Finally, for the investment operations in Cyprus, if the growth rate of future cash flows was more than 4% lower than management’s
estimates, or the discount rate applied to the discounting of cash flows was more than 1,5% higher than the management’s estimates, the
Group would have to start recognising impairment of goodwill.

(d) Retirement benefits

The present value of liabilities arising from staff retirement benefits is determined with an actuarial valuation using specific assumptions. 
These assumptions are disclosed in Note 8.  According to the Group’s accounting policy for retirement benefits, any changes in the
assumptions are likely to have an effect on the level of the unrecognised actuarial gain or loss.
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 (e) Held-to-maturity financial assets

The Group follows the guidance provided in IAS 39 in relation to the classification of non-derivative financial assets with fixed or
determinable payments and fixed maturity as held-to-maturity financial assets.  Critical judgement is required when applying the 
classification, which takes into account the Group’s intention and ability to hold investments to maturity.  If the Group fails to hold the
investments to maturity for any reason other than those explained in IAS 39, all financial assets held in the asset class will have to be
reclassified as available-for-sale financial assets.  Under these circumstances, investments will be presented at fair value and not amortised 
cost, in which case the book value of investments will decrease by € 42.108.000 (2009: decrease by € 34.272.000) with a corresponding
debit in the fair value reserves within equity.

(f) Impairment of available-for-sale equity investments

The Group determines that available-for-sale equity investments are impaired when there has been a significant or prolonged decline in the
fair value below its cost.  This determination of what is significant or prolonged requires judgement.  In making this judgement, the Group
evaluates among other factors, the volatility in share price.  In addition, objective evidence of impairment may be deterioration in the
financial health of the investee, industry and sector performance, changes in technology and operational and financing cash flows.  For 
information purposes, it is noted that if all the declines in fair value below cost had been considered significant or prolonged, the Group 
would have recognised an additional loss of € 65.426.000 and € 79.430.000 respectively in its 2010 consolidated financial statements
(2009: € 79.219.000 loss).

4. NET INTEREST INCOME

2010 2009
€ ‘000 € ‘000 

Interest income
Interest from advances to customers 1.267.220 1.258.915
Interest from other banks 75.947 123.860
Interest from bonds and other interest 210.153 190.659

1.553.320 1.573.434

Interest expense
Interest on customer deposits 603.511 701.846
Interest to other banks 160.670 165.933
Interest on loan capital, senior debt and other interest 79.596 69.867 

843.777 937.646

5. NET FEE AND COMMISSION INCOME

2010 2009
€ ‘000 € ‘000

Fee and commission income
Banking related fees and commissions 173.412 160.773
Portfolio and other management fees 10.458 21.335
Other fees and commissions 59.221 87.481

243.091 269.589

Fee and commission expense
Fees 21.338 11.962
Commissions 21.272 29.714

42.610 41.676
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2010 2009
€ ‘000 € ‘000

Profit on disposal of financial assets at fair value through profit or loss – held-for-trading 6.336 17.954
Profit on disposal of available-for-sale financial assets 29.170 103.783
Profit/(loss) on disposal of debt security lending 17.016 (585)
Profit on disposal of subsidiary companies 841 -
Profit on redemption of held-to-maturity financial assets 58 -
(Loss)/profit on revaluation of financial assets at fair value through profit or loss:
 Held-for-trading (3.955) 14.518 
 Designated at fair value through profit or loss at inception (131) 1.358
Impairment:
 Available-for-sale financial assets (4.851) (4.373)
 Held-to-maturity financial assets (Note 23) (4.493) -

39.991 132.655

7. OTHER INCOME

2010 2009
€ ‘000 € ‘000

Dividend from available-for-sale financial assets 3.642 7.116
Dividend from financial assets at fair value through profit or loss 561 717
Fair value (loss)/gain on investment property (Note 28) (1.669) 121
Profit/(loss) on disposal of investment property 193 (129)
(Loss)/profit on disposal of property and equipment (Note 29) (415) 1.048
Other income 25.992 32.297

28.304 41.170

8. STAFF COSTS

2010 2009
€ ‘000 € ‘000

Salaries and employer’s contributions 338.729 321.513
Retirement benefit costs:
 Defined benefit plans 32.906 28.561
 Defined contribution plans 562 529
Share-based payment compensation 2.499 2.985
Other staff costs 11.506 15.161

386.202 368.749

Defined benefit plans

The amounts recognised in the consolidated income statement with respect to the defined benefit plans are as follows:

2010 2009
€ ‘000 € ‘000 

Current service cost 18.743 15.959 
Interest cost on plan liabilities 16.497 15.466
Expected return on plan assets (3.942) (3.440)
Actuarial loss recognised in the year 208 95
Loss on curtailments and settlements 1.400 481

32.906 28.561
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Defined benefit plans (continued)

The amounts recognised in the consolidated balance sheet with respect to the defined benefit plans are shown below:

2010 2009
€ ‘000 € ‘000

Present value of funded obligations 93.676 90.756
Fair value of plan assets (39.493) (56.459)

54.183 34.297
Present value of unfunded obligations 231.844 219.873
Unrecognised actuarial (loss)/gain (1.047) 849

Retirement benefit obligations in the consolidated balance sheet 284.980 255.019

Included in the amount of plan assets is an amount of € 17.798.000 (2009: €22.056.000) which relates to the fair value of the Bank’s assets.

The movement in the retirement benefit obligations recognised in the consolidated balance sheet is as follows:

2010 2009
€ ‘000 € ‘000 

Balance 1 January 255.019 228.717
Total expense charged in the consolidated income statement 32.906 28.561 
Benefits paid (2.245) (1.626)
Contributions (718) (716)
Decrease due to subsidiary companies disposed (25) -
Exchange differences 43 83

Balance 31 December 284.980 255.019

The movement in the present value of funded and unfunded obligations is as follows:

2010 2009
€ ‘000 € ‘000

Balance 1 January 310.629 267.344
Current service cost 18.743 15.959
Interest cost 16.497 15.466
Contributions 135 126
Benefits paid (10.282) (2.642)
Actuarial (gain)/loss on obligation (12.058) 13.001
Loss on curtailments and settlements 1.400 481
Decrease due to subsidiary companies disposed (25) -
Exchange differences 481 894

Balance 31 December 325.520 310.629

The movement in the fair value of plan assets is as follows: 

2010 2009
€ ‘000 € ‘000 

Balance 1 January 56.459 43.635 
Expected return on plan assets 3.942 3.440
Contributions 853 842
Benefits paid (8.037) (1.016)
Actuarial (loss)/gain on plan assets (14.052) 8.986
Exchange differences 328 572

Balance 31 December 39.493 56.459 
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Defined benefit plans (continued)

Plan assets comprise the following:

2010  2009
€ ‘000 %  € ‘000 % 

Equities 20.758 52,5  47.150 83,5
Bonds 1.529 3,9  1.244 2,2
Cash 17.206 43,6  8.065 14,3

39.493 100,0  56.459 100,0

Actual return on plan assets is € 10.110.000 loss (2009: € 12.426.000 profit).

Equities include shares of Marfin Popular Bank Public Co Ltd of a value of € 16,6 m (2009: € 38,9 m).

The principal assumptions used in the actuarial valuations were:

2010  2009
 United United 

Cyprus Kingdom Greece  Cyprus Kingdom Greece

Discount rate 4,9% 5,4% 5,5%  5,25% 5,7% 5,5%
Average annual expected return on plan assets 4,25% 7,5% -  6,55% 8,5% -
Average annual increase in basic insurable earnings 3,5% - -  3,5% - -
Average annual increase in salaries 5,5% 3,3% 3,5%  6,5% 3,0% 4,0%
Average annual increase in inflation 2,0% 2,8% 2,5%  2,0% 2,5% 2,2%
Rate of increase of retirement benefit payments - 2,3% -  - 2,3% -

2010 2009 2008 2007 2006
€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 

At 31 December
Present value of obligations 325.520 310.629 267.344 356.013 322.003
Fair value of plan assets (39.493) (56.459) (43.635) (170.679) (143.206)
Unrecognised actuarial (loss)/gain (1.047) 849 5.008 34.493 17.624

Retirement benefit obligations in the consolidated balance sheet 284.980 255.019 228.717 219.827 196.421

Experience adjustments on obligations 6.100 3.185 48.118 (30.662) (10.957)

Experience adjustments on plan assets (14.052) 8.986 (134.590) 29.128 68.328

9. DEPRECIATION, AMORTISATION AND IMPAIRMENT

2010 2009
€ ‘000 € ‘000

Depreciation of property and equipment (Note 29) 25.509 25.271
Revaluation adjustment on property - 371
Amortisation of computer software (Note 27) 8.078 9.064
Amortisation of other intangible assets (Note 27) 22.575 22.417 
Impairment of goodwill (Note 27) - 99

56.162 57.222
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2010 2009
€ ‘000 € ‘000

Occupancy costs 25.711 28.932 
Computer maintenance costs 14.505 13.263
Marketing and sales expenses 20.281 26.703 
Operating lease rentals 38.555 35.581
Printing and stationery expenses 9.882 5.932
Telephone expenses 7.474 7.849
Auditors’ remuneration 1.638 1.825
Contribution to depositor protection schemes 14.938 16.288
Other administrative expenses 70.419 62.159

203.403 198.532

11. PROVISION FOR IMPAIRMENT OF ADVANCES

2010 2009
€ ‘000 € ‘000 

Provision for impairment of advances for the year (Note 44) 368.839 327.466
Release of provision and recoveries (Note 44) (102.693) (76.899)

266.146 250.567

12. TAX

2010 2009
€ ‘000 € ‘000

Current year tax
Cyprus corporation tax 7.341 17.669
Cyprus defence tax 18 32
Overseas corporation tax 27.952 42.517 
Deferred tax (Note 36) (18.546) (20.077)

Total current year tax 16.765 40.141 

Prior years’ tax
Corporation tax 8.681 7.277

Total tax charge 25.446 47.418 

The profit of the Bank and its subsidiaries in Cyprus is subject to corporation tax at the rate of 10% (2009: 10%). The profit from overseas
operations is subject to taxation at the tax rates applicable in the countries in which the profit is derived.  In Greece, the tax rate applicable
is 24% (2009: 25%), in Ukraine is 25% (2009: 25%), in Australia 30% (2009: 30%), in Guernsey and Serbia 10% (2009: 10%), in Romania 16%
(2009: 16%), in Malta 35% (2009: 35%), in the United Kingdom 28% (2009: 28%) and in Russia 20% (2009: 20%).  In Estonia the income tax 
rate is 21% (2009: 21%) and it is applied on the gross amount of actual and deemed profit distributions and not on profit earned.

For tax purposes in Cyprus, under certain conditions, interest may be exempt from income tax and only subject to defence contribution at
the rate of 10%.

In certain cases dividends received from abroad may be subject to defence contribution at the rate of 15%.
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The tax on the Group’s profit before tax differs from the theoretical amount that would arise using the applicable tax rates as follows: 

2010 2009
€ ‘000 € ‘000 

Profit before tax 114.674 217.797

Tax calculated at the applicable tax rates in Cyprus 11.467 21.780 
Tax effect of expenses not deductible for tax purposes 473 2.521
Tax effect of income not subject to tax (23.599) (27.870)
Tax effect of different tax rates between overseas countries and Cyprus 28.424 43.710 

Total current year tax 16.765 40.141 

13. EARNINGS PER SHARE

Earnings per share was calculated by dividing profit attributable to the owners of the Bank with the weighted average number of ordinary
shares in issue during the year.

2010 2009
€ ‘000 € ‘000

Profit attributable to the owners of the Bank 87.080 173.872

2010 2009
 ‘000  ‘000

Weighted average number of ordinary shares in issue during the year 852.818 836.903

Earnings per share (basic and diluted) - cent 10,2 20,8

The Share Options Scheme does not have an impact on the diluted earnings per share, as the exercise price of the Share Options was higher
than the average market price of Marfin Popular Bank Public Co Ltd shares at the Cyprus Stock Exchange and Athens Exchange during the
year ended 31 December, 2010 and 31 December, 2009.

14. INCOME TAX EFFECTS RELATING TO COMPONENTS OF OTHER COMPREHENSIVE INCOME

2010  2009
 Tax Tax

Before tax benefit/ Net-of-tax  Before tax (expense)/ Net-of-tax 
amount (expense) amount  amount benefit amount

€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000 

Exchange differences arising in the year 11.588 - 11.588  (12.997) - (12.997)
(Losses)/gains on available-for-sale financial assets (152.417) 16.433 (135.984)  124.610 (18.514) 106.096
Revaluation of property 11 (194) (183)  314 479 793
Cash flow hedges (543) 163 (380)  349 (104) 245
Share of other comprehensive income of associates (872) - (872)  596 - 596

Other comprehensive (loss)/income for the year (142.233) 16.402 (125.831)  112.872 (18.139) 94.733

15. CASH AND BALANCES WITH CENTRAL BANKS

Cash and balances with Central Banks include obligatory minimum reserves held for liquidity purposes.  These reserves are not available for
financing the Group’s operational transactions.

2010 2009
€ ‘000 € ‘000

Cash in hand 200.920 175.047
Balances with Central Banks other than obligatory reserves for liquidity purposes 91.819 1.364.561
Obligatory reserves for liquidity purposes 420.840 425.226

713.579 1.964.834

Current 618.085 1.539.608
Non-current 95.494 425.226

713.579 1.964.834
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16. DUE FROM OTHER BANKS

2010 2009
€ ‘000 € ‘000

Advances to other banks 27.852 7.768
Items in course of collection from other banks 338.590 458.094
Placements with other banks 4.263.102 2.961.917
Reverse repurchase agreements 66.568 19.349

4.696.112 3.447.128

Current 4.559.300 3.287.594
Non-current 136.812 159.534

4.696.112 3.447.128

17. RECLASSIFICATION OF FINANCIAL ASSETS

The Group adopted the amendments to IAS 39 and IFRS 7 “Reclassification of Financial Assets” and reclassified held-for-trading and
available-for-sale bonds to debt securities lending.  Additionally, it reclassified bonds from available-for-sale to held-to-maturity.  In
accordance with the provisions of the amended IAS 39, the Group identified the financial assets for which, on the date of reclassification,
there was no intention of trading or sale in the foreseeable future and which met the criteria for reclassification.

In 2008, under IAS 39, as amended, the reclassifications were made with effect from 1 July, 2008 at the fair value on that date.

The book and fair value of the held-for-trading financial assets reclassified to debt securities lending at 1 July, 2008 was € 33,3 m and their
book and fair value at 31 December, 2010 was € 32,1 m (2009: € 31,3 m) and € 31,9 m (2009: € 31 m) respectively.  In 2009, bonds with a
book value at 1 July, 2008 of € 3,1 m were sold at a loss of € 142.000. 

The book and fair value of the available-for-sale financial assets reclassified to debt securities lending at 1 July, 2008 was € 684 m and their
book and fair value at 31 December, 2010 was € 617,9 m (2009: € 684,1 m) and € 605 m (2009: € 683,3 m) respectively.  Out of the 
reclassified available-for-sale financial assets, debt securities amounting to € 224,3 m with fair value 31 December, 2010 € 182,3 m (2009:
€ 177,8 m) have been hedged for changes in their fair value, which arise because of the risk of change in interest rates.  The Group 
continues to use hedge accounting for these financial assets.  In 2009, bonds with a book value at 1 July, 2008 of € 6,2 m matured and 
during 2010 bonds with a book value at 1 July, 2008 of € 78,1 m (2009: € 30,1 m) were sold at a profit of € 5 m (2009: € 0,5 m). 

The book and fair value of the available-for-sale financial assets reclassified to held-to-maturity financial assets at 1 July, 2008 was € 79,9 m
and their book and fair value at 31 December, 2010 after redemptions was € 23,7 m (2009: € 40,7 m) and € 23,5 m (2009: € 40,7 m) 
respectively.  During 2010, bonds with a book value at 1 July, 2008 of € 26,2 m (2009: € 9,3 m) matured.

Had the Group not reclassified the bonds on 1 July, 2008 the consolidated income statement for 2010 would have included additional 
unrealised fair value gains on the reclassified held-for-trading financial assets of € 0,5 m (2009: unrealised fair value gains of € 3 m).  In
addition, the fair value reserves would have included € 1,9 m of additional unrealised fair value losses for 2010 (2009: unrealised fair value
gains of € 16 m), as a result of the change in the fair value of the bonds reclassified in and out of the available-for-sale financial assets.

At 1 October, 2008 the Group reclassified equity securities held-for-trading to available-for-sale financial assets. Their book and fair value 
at 1 October, 2008 was € 1,3 m and at 31 December, 2010 was € 0,2 m (2009: € 0,5 m).  Had the Group not reclassified these equity
securities, unrealised fair value losses of € 0,3 m (2009: unrealised fair value losses of € 0,2 m) would have been included in the
consolidated income statement for 2010 instead of in the fair value reserves. 

In the last quarter of 2009, the Group had additional reclassifications of bonds from available-for-sale to debt securities lending, with book
and fair value on the date of reclassification of € 1.428,3 m.  The book and fair value of these bonds at 31 December, 2010 was € 1.417 m
(2009: € 1.423,1 m) and € 1.032,1 m (2009: € 1.339,7 m), respectively.  Out of the reclassified available-for-sale financial assets € 552,6 m,
debt securities with fair value 31 December, 2010 € 499,6 m (2009: € 538,5 m) have been hedged for changes in their fair value, which arise
because of the risk of change in interest rates. The Group will continue to use hedge accounting for these financial assets. During 2010,
bonds with a book value on reclassification date of € 10 m were sold and bonds with a book value on reclassification date of € 0,5 m 
matured.

Had the Group not reclassified these bonds in the last quarter of 2009, the fair value reserves would have included € 297,8 m of additional 
unrealised fair value losses (2009: unrealised fair value losses of € 83,4 m), as a result of the change in the fair value of the bonds
reclassified out of the available-for-sale financial assets. 
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17. RECLASSIFICATION OF FINANCIAL ASSETS (continued)

During 2010, the Group reclassified certain available-for-sale financial assets to debt securities lending with effect from 1 April, 2010.  The 
Group identified the debt securities for which, on the date of reclassification, there was no intention of trading or sale in the foreseeable
future and which met the criteria for reclassification.

The book and fair value of the reclassified debt securities at 1 April, 2010 was € 228,5 m and their book and fair values at 31 December, 
2010 were € 232,7 m and € 166,2 m respectively.  Out of the reclassified available-for-sale financial assets € 68,2 m, debt securities with fair
value 31 December, 2010 € 68,1 m, have been hedged for changes in the fair value which arise because of the risk of change in interest
rates.  The Group will continue to use hedge accounting for these financial assets.

Had the Group not reclassified the debt securities on 1 April, 2010, the Group’s fair value reserves would have included € 66,4 m of
additional unrealised revaluation losses as a result of the change in the fair value of these reclassified debt securities.

18. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT OR LOSS

Designated at fair value
through profit or loss      

at inceptionHeld-for-trading Total
2010 2009 2010 2009 2010 2009

€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000 

Debt securities 8.385 36.970 - - 8.385 36.970
Government bonds and treasury bills 29.219 4.024 - - 29.219 4.024
Equity securities and funds 14.081 40.739 83.032 82.162 97.113 122.901
Derivative financial instruments with
 positive fair value (Note 39) 94.619 74.540  - - 94.619 74.540 

146.304 156.273 83.032 82.162  229.336 238.435

Current 146.304 156.273 83.032 82.162 229.336 238.435

Debt securities
Listed on the Cyprus Stock Exchange 352 440 - - 352 440
Listed on other Stock Exchanges 8.033 24.533 - - 8.033 24.533
Not listed - 11.997  - - - 11.997 

8.385 36.970 - - 8.385 36.970

Government bonds and treasury bills
Listed on the Cyprus Stock Exchange - 1.281 - - - 1.281
Listed on other Stock Exchanges 29.219 2.743 - - 29.219 2.743

29.219 4.024 - - 29.219 4.024

Equity securities and funds
Listed on the Cyprus Stock Exchange 380 2.335 - - 380 2.335
Listed on other Stock Exchanges 12.477 37.048 - - 12.477 37.048
Not listed 1.224 1.356 83.032 82.162 84.256 83.518

14.081 40.739 83.032 82.162 97.113 122.901

Financial assets at fair value through profit or loss amounting to € 34.579.000 (2009: € 6.940.000) have been pledged in relation to funding
from Central Banks.

Financial assets at fair value through profit or loss are presented as part of “Cash used in operations” in the consolidated statement of cash
flows (Note 40).

Changes in fair values of financial assets at fair value through profit or loss are recorded in “Profit on disposal and revaluation of securities” 
in the consolidated income statement (Note 6). 

Financial assets designated at fair value through profit or loss at inception are those whose performance is evaluated on a fair value basis,
in accordance with a documented investment strategy.  Information about these financial assets is provided internally on a fair value basis
to key management personnel. 
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19. ADVANCES TO CUSTOMERS

2010 2009
€ ‘000 € ‘000

Advances to individuals 8.537.035 8.350.786

Advances to corporate entities: 
 Large corporate customers 10.116.113 9.498.822
 Small and medium size enterprises (SMEs) 8.778.662 8.044.184

Advances to customers – gross 27.431.810 25.893.792
Provision for impairment of advances (Note 44) (1.014.477) (811.629)

Advances to customers – net 26.417.333 25.082.163

Current  7.438.284 7.804.061
Non-current 18.979.049 17.278.102

26.417.333 25.082.163

The gross amount of advances to customers, includes gross receivables from instalment finance and leasing, amounting to € 1.067.327.000
(2009: € 1.111.323.000) (Note 20).

Marfin Egnatia Bank S.A. has pledged advances to customers amounting to € 4.153.385.000 (2009: € 2.276.395.000) as a portfolio security 
for the issuance of covered bonds.

Additionally, Marfin Popular Bank Public Co Ltd has pledged advances to customers amounting to € 979 m (2009: € 672 m) as collateral to
the Republic of Cyprus for the issue of € 744 m (2009: € 550 m) special government bonds, which are used as collateral for obtaining
financing.  These funds were used for providing housing loans and loans to small and medium sized enterprises.

20. INSTALMENT FINANCE AND LEASING

2010 2009
€ ‘000 € ‘000 

Gross investment in hire purchase and finance leases 1.251.938 1.297.345
Unearned finance income (184.611) (186.022)

Present value of minimum hire purchase and finance lease payments (Note 19) 1.067.327 1.111.323
Provision for impairment of hire purchase and finance leases (152.068) (142.948)

915.259 968.375

Gross investment in hire purchase and finance leases
Less than one year 338.558 395.171
Over one but less than five years 450.289 515.308
Over five years 463.091 386.866

1.251.938 1.297.345

Present value of minimum hire purchase and finance lease payments
Less than one year 309.484 357.820
Over one but less than five years 375.494 432.127
Over five years 382.349 321.376

1.067.327 1.111.323
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20. INSTALMENT FINANCE AND LEASING (continued)

The most important terms of the hire purchase contracts are as follows:

� The hirer pays a nominal fee at the end of the hire purchase term in exchange for the right to purchase the goods.
� The hirer pays monthly instalments including interest on the amount outstanding.
� The hirer is responsible for any loss or damage incurred on the goods concerned.

The most important terms of the finance lease contracts are as follows:

� The lessee undertakes the equipment under lease for the rental period concerned and pays during that period rentals and any
other amounts that are payable in accordance with the terms of the contract. 

� The rentals and any other amounts payable are subject to interest.
� The lessee is obliged to maintain the equipment in good condition and to compensate the owner for any damage or fault occurred.
� Upon expiry of the agreement, the lessee can either return the equipment to the owner or pay a minimal annual nominal fee in

exchange for the right to continue to use the equipment.

21. DEBT SECURITIES LENDING

In 2008 the Group adopted the amendments to IAS 39 and IFRS 7 “Reclassification of Financial Assets” and proceeded to reclassify held-for-
trading and available-for-sale bonds to debt securities lending.  In accordance with the provisions of amended IAS 39, the Group identified
the financial assets for which on 1 July, 2008 there was no intention of trading or sale in the foreseeable future and which met the criteria
for reclassification.  Under IAS 39, as amended, the reclassifications were made with effect from 1 July, 2008 at the fair value on that date.
In 2009 and 2010 the Group made additional reclassifications of available-for-sale bonds to debt securities lending (Note 17).

2010 2009
€ ‘000 € ‘000

Debt securities 1.172.391 1.156.373
Government bonds and treasury bills 2.788.397 2.238.695

3.960.788 3.395.068

Current 90.536 2.255
Non-current 3.870.252 3.392.813

3.960.788 3.395.068

Movement for the year 
Balance 1 January 3.395.068 938.295
Transfer from available-for-sale financial assets (Note 22) 228.536 1.428.349
Revaluation of hedged debt securities lending in relation to hedged risk 28.264 (25.087)
Additions 481.256 1.218.748
Redemptions and disposals (197.117) (190.126)
Accrued interest and amortisation of premium/discount 16.298 29.328
Exchange differences 8.483 (4.439)

Balance 31 December 3.960.788 3.395.068

Debt securities lending amounting to € 2.342.925.000 (2009: € 1.753.197.000) have been pledged in relation to funding from Central Banks.
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22. AVAILABLE-FOR-SALE FINANCIAL ASSETS

2010 2009
€ ‘000 € ‘000

Debt securities 1.047.517 2.055.279
Government bonds and treasury bills 925.369 1.216.482
Equity securities and funds 305.525 293.132

2.278.411 3.564.893

Listed on the Cyprus Stock Exchange 18.388 14.220
Listed on other Stock Exchanges 2.053.105 3.358.152
Not listed 206.918 192.521

2.278.411 3.564.893

Current 216.625 469.363
Non-current 2.061.786 3.095.530

2.278.411 3.564.893

Movement for the year 
Balance 1 January 3.564.893 3.606.173
Available-for-sale financial assets from business acquisitions (Note 49) - 961
Transfer from financial assets at fair value through profit or loss 7.295 -
Transfer to debt securities lending (Note 21) (228.536) (1.428.349) 
Additions 1.115.721 4.201.894
Redemptions and disposals (2.094.600) (2.960.600) 
Revaluation for the year (131.710) 120.625
Amortisation of premium/discount and accrued interest 22.079 39.185 
Exchange differences 23.269 (14.996)

Balance 31 December 2.278.411 3.564.893

Included in available-for-sale financial assets as at 31 December, 2010 is a 2,70% (2009: 2,74%) shareholding in Marfin Investment Group
Holdings S.A.

Available-for-sale financial assets include debt securities amounting to € 613.495.000 (2009: € 1.454.548.000) which have been pledged in
relation to funding from Central Banks.
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23. HELD-TO-MATURITY FINANCIAL ASSETS

2010 2009
€ ‘000 € ‘000

Debt securities 770.200 847.741
Government bonds and treasury bills 709.846 533.589

1.480.046 1.381.330

Listed on the Cyprus Stock Exchange 97.176 246.710
Listed on other Stock Exchanges 1.382.870 1.134.620

1.480.046 1.381.330

Current 500.804 375.840
Non-current 979.242 1.005.490

1.480.046 1.381.330

Movement for the year 
Balance 1 January 1.381.330 1.164.036
Additions 1.358.538 1.140.813
Redemptions (1.287.803) (926.122)
Accrued interest and amortisation of premium/discount 9.653 (7.457)
Impairment loss of held-to-maturity financial assets (4.490) -
Exchange differences 22.818 10.060

Balance 31 December 1.480.046 1.381.330

Allowance for impairment
Balance 1 January - -
Charge for the year (Note 6) 4.493 -
Exchange differences (3) -

Balance 31 December 4.490 -

Held-to-maturity financial assets amounting to € 1.001.241.000 (2009: € 930.602.000) have been pledged in relation to funding from
Central Banks.

24. OTHER ASSETS

2010 2009
€ ‘000 € ‘000

Non-current assets held for sale 157.452 47.720
Hedging derivative financial instruments with positive fair value (Note 39) 12.412 7.984
Extra contribution to Hellenic Deposit Guarantee Fund 149.259 95.491
Other assets 216.659 360.703

535.782 511.898

Current 381.369 301.612
Non-current 154.413 210.286

535.782 511.898

89



ANNUAL REPORT 10

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

25. CURRENT INCOME TAX ASSETS

2010 2009
€ ‘000 € ‘000

Current income tax assets during the year 32.642 37.313 
Adjustment recognised during the year for current tax of prior years 1.414 1.349

34.056 38.662

Current income tax assets
Current tax asset to be recovered after more than 12 months 11.121 14.697 
Current tax asset to be recovered within 12 months 22.935 23.965

34.056 38.662

26. INVESTMENTS IN ASSOCIATES

2010 2009
€ ‘000 € ‘000 

Balance 1 January 113.071 99.473
Share of profit after tax 14.177 18.014
Dividend from associates (12.829) (4.739)
Share in fair value reserves (872) 596
Exchange differences 53 (273)

Balance 31 December 113.600 113.071

The investments in associates relate to a 30% interest (2009: 30%) in the share capital of JCC Payment Systems Ltd, a 30% interest 
(2009: 30%) in the share capital of Aris Capital Management LLC and a 49,9% interest (2009: 49,9%) in the share capital of Marfin Insurance 
Holdings Ltd.

Marfin Insurance Holdings Ltd holds 100% of Laiki Cyprialife Ltd, Laiki Insurance Ltd, Marfin Life S.A. and Marfin Insurance Brokers S.A.

The summary financial information of the associates is as follows:

2010
Issued
share

Assets Liabilities Revenues Profit capital 
€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000

JCC Payment Systems Ltd 44.885 17.984 20.891 4.999 1.800
Aris Capital Management LLC 731 60 911 269 7 
Marfin Insurance Holdings Ltd 815.131 679.121 54.702 23.513 90

2009
Issued
share

Assets Liabilities Revenues Profit capital 
€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000

JCC Payment Systems Ltd 63.840 16.939 23.693 8.991 1.800
Aris Capital Management LLC 861 159 1.005 322 7 
Marfin Insurance Holdings Ltd 792.436 667.519 60.143 29.605 90
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27. INTANGIBLE ASSETS

Computer
Goodwill software Other(1) Total

€ ‘000 € ‘000 € ‘000 € ‘000
At 1 January 2009
Cost or valuation 1.272.786 89.359 402.404 1.764.549
Accumulated amortisation and impairment (8.283) (66.507) (46.776) (121.566)

Net book value 1.264.503 22.852 355.628 1.642.983

Year ended 31 December 2009
Net book value at the beginning of the year 1.264.503 22.852 355.628 1.642.983
Goodwill from business acquisitions 19.508 - - 19.508
Intangible assets from business acquisitions (Note 49) - 35 7.900 7.935
Transfer from the category “Property and equipment” (Note 29) - 3.247 - 3.247
Additions(2) 750 11.750 - 12.500
Amortisation charge (Note 9) - (9.064) (22.417) (31.481)
Impairment (Note 9) (99) - - (99)
Exchange differences (5.820) 56 (1.987) (7.751)

Net book value at the end of the year 1.278.842 28.876 339.124 1.646.842

At 31 December 2009
Cost or valuation 1.287.224 104.964 408.263 1.800.451
Accumulated amortisation and impairment (8.382) (76.088) (69.139) (153.609)

Net book value 1.278.842 28.876 339.124 1.646.842

Year ended 31 December 2010
Net book value at the beginning of the year 1.278.842 28.876 339.124 1.646.842
Transfer from the category “Property and equipment” (Note 29) - 1.228 - 1.228
Additions - 10.232 - 10.232 
Amortisation charge (Note 9) - (8.078) (22.575) (30.653)
Exchange differences 5.790 56 1.239 7.085

Net book value at the end of the year 1.284.632 32.314 317.788 1.634.734

At 31 December 2010
Cost or valuation 1.293.014 116.820 409.730 1.819.564
Accumulated amortisation and impairment (8.382) (84.506) (91.942) (184.830)

Net book value 1.284.632 32.314 317.788 1.634.734

(1) The category “Other” included in “Intangible assets” relates to the estimated value amount of trade names, customer relationships and intangible
assets in relation to core deposits, computer software and asset management of the Group’s subsidiaries: (a) in Greece which were acquired in 2006,
(b) in the Ukraine which were acquired in 2007, (c) in Malta which was acquired in 2008, (d) in Russia which were acquired in 2008 and (e) in Cyprus
(CLR Capital acquisition in 2009).

 (2) The additions to goodwill during the year relate to the increase in participation of existing subsidiary companies of the Group.

Intangible assets with indefinite useful lives amount to € 51.202.000 (2009: € 51.202.000). These intangibles have been recognised in
relation to the acquisition of the Group’s subsidiaries in Greece and in Malta and relate to trade names.  The indefinite useful lives of
intangible assets have been allocated to the banking operations cash generating unit in Greece and Malta and they have been assessed as 
having an indefinite useful life on the basis that there is no foreseeable limit to the period over which the trade names will generate net
cash inflows for the Group.
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27. INTANGIBLE ASSETS (continued)

Impairment test for goodwill

Goodwill is allocated to the Group’s cash-generating units (CGUs) according to the country of operation and the business segment for
impairment test purposes.  The analysis of goodwill is presented below:

Corporate Investment Wealth
banking banking management Total

€ ‘000 € ‘000 € ‘000 € ‘000

Cyprus - - 23.118 23.118
Greece 1.034.362 60.191 1.094 1.095.647
Romania 27.700 - - 27.700 
Serbia 11.735 - - 11.735
Estonia 21 - - 21
Ukraine 53.121 - - 53.121 
Malta 26.186 - - 26.186
Russia 47.104 - - 47.104

Total 1.200.229 60.191 24.212 1.284.632

The recoverable amount for the above CGUs has been determined based on value-in-use calculations.  These calculations use cash flow
projections based on financial business plans approved by management covering a five year period.  Cash flows beyond the period covered
by financial business plans are extrapolated using the estimated growth rates stated below.  The growth rates do not exceed the long-term 
average growth rate for the business in which each CGU operates.

Key assumptions used for the calculation of value-in-use of the corporate banking cash-generating units of the Group are:

Greece Romania Serbia Ukraine Malta Russia 

Average deposit growth rate 6,22% 28,50% 27,10% 32,78% 8,62% 30,37%
Average gross advances growth rate 7,13% 23,40% 26,02% 36,94% 8,31% 54,81%
Return on equity 16,00% 19,00% 20,00% 23,00% 17,00% 20,00%
Cash flow growth rate 4,00% 3,00% 4,00% 4,00% 3,00% 8,00%
Discount rate 10,00% 13,07% 15,33% 18,01% 9,66% 14,21%

Management determines the budgeted net profit margin based on past performance and its expectations for the market development.  
The weighted average profit growth rate used is consistent with the macroeconomic forecasts for the country of operation.  The discount
rate used reflects specific risks relating to the CGU.  Critical accounting estimates and judgements in relation to impairment test for
goodwill are disclosed in Note 3.

The impairment tests for goodwill show no impairment of goodwill during 2010 (2009: € 99.000 in relation to the Cyprus Wealth
Management CGU).

28. INVESTMENT PROPERTY

2010 2009
€ ‘000 € ‘000 

Balance 1 January 57.626 42.819
Investment property from business acquisitions (Note 49) - 3.246
Additions 13.257 8.219
Disposals (928) (709)
Transfer from the category “Non-current assets held for sale” - 1.147
Transfer from the category “Property and equipment” (Note 29) - 2.764
Fair value (loss)/gain (Note 7) (1.669) 121
Exchange differences 36 19

Balance 31 December 68.322 57.626 
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28. INVESTMENT PROPERTY (continued)

The investment properties are revalued annually on 31 December through reference to market prices by independent, professionally 
qualified valuers with adequate and relevant experience on the nature and the location of the property. Changes in the fair value are 
included in the consolidated income statement.

Included within “Other income” in the consolidated income statement is an amount of € 460.000 (2009: € 751.000) that relates to income
from operating lease rentals from investment properties held by the Group.  Included within “Administrative expenses” is an amount of
€ 71.000 (2009: € nil) which represents direct operating expenses arising from investment properties that generated rental income and an
amount of € 220.000 (2009: € 32.000) from investment properties that did not generate rental income during the year.

At 31 December, 2010 there were not any contractual obligations to purchase, construct or develop investment property (2009: € 81.000).

29. PROPERTY AND EQUIPMENT

Property Equipment Total
€ ‘000 € ‘000 € ‘000

At 1 January 2009
Cost or valuation 265.158 186.161 451.319
Accumulated depreciation (42.367) (134.094) (176.461)

Net book value 222.791 52.067 274.858

Year ended 31 December 2009
Net book value at the beginning of the year 222.791 52.067 274.858
Property and equipment from business acquisitions (Note 49) 13.275 397 13.672
Transfer to the category “Investment property” (Note 28) (2.764) - (2.764)
Transfer to the category “Intangible assets” (Note 27) - (3.247) (3.247)
Additions 12.634 30.023 42.657 
Disposals (4.855) (592) (5.447)
Revaluation of property (57) - (57)
Depreciation charge (Note 9) (8.233) (17.038) (25.271)
Exchange differences (372) 426 54

Net book value at the end of the year 232.419 62.036 294.455

At 31 December 2009
Cost or valuation 283.196 209.159 492.355
Accumulated depreciation (50.777) (147.123) (197.900)

Net book value 232.419 62.036 294.455

Year ended 31 December 2010
Net book value at the beginning of the year 232.419 62.036 294.455
Property and equipment from business disposals (6.958) (9) (6.967)
Transfer between the categories “Property” and “Equipment” 2.612 (2.612) -
Transfer to the category “Intangible assets” (Note 27) 854 (2.082) (1.228)
Additions 11.427 20.391 31.818 
Disposals (195) (912) (1.107)
Revaluation of property 11 - 11
Depreciation charge (Note 9) (9.112) (16.397) (25.509)
Exchange differences (528) 257 (271)

Net book value at the end of the year 230.530 60.672 291.202

At 31 December 2010
Cost or valuation 298.437 211.228 509.665
Accumulated depreciation (67.907) (150.556) (218.463)

Net book value 230.530 60.672 291.202

As at 31 December, 2010 and 31 December, 2009 the Group held no buildings under construction within property.
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29. PROPERTY AND EQUIPMENT (continued)

In the consolidated statement of cash flows, proceeds from disposal of property and equipment comprise:

2010 2009
€ ‘000 € ‘000 

Net book value 1.107 5.447
(Loss)/profit on disposal of property and equipment (Note 7) (415) 1.048

Proceeds from disposal of property and equipment 692 6.495

At 31 December, 2007 a valuation of the Group’s property was performed by independent professional valuers.  The fair value of the
Group’s property is based on market values.  Increases in the carrying amount arising on revaluation were credited to property fair value 
reserves.  Decreases that offset previous increases of the same asset are charged against those reserves.  All other decreases are charged to
the consolidated income statement.

Included within the property of the Group is an amount of € 46.698.000 (2009: € 42.636.000) which represents improvements on leasehold
buildings.

The net book value of revalued property that would have been included in the financial statements had the assets been carried at cost less
depreciation is € 109.049.000 (2009: € 110.675.000).

30. DUE TO OTHER BANKS

2010 2009
€ ‘000 € ‘000 

Interbank borrowing 1.977.823 2.178.671
Obligations to Central Banks 6.945.184 5.990.000
Repurchase agreements with third counterparties 1.726.843 2.302.205

10.649.850 10.470.876

Current 10.247.851 10.363.818
Non-current 401.999 107.058

10.649.850 10.470.876

Analysis by geographical area 
Cyprus 2.915.389 3.006.243
Greece 7.509.037 7.145.093
Other countries 225.424 319.540

10.649.850 10.470.876

On 4 August, 2010 Marfin Egnatia Bank S.A., issued the third series of (common) covered bonds for the amount of € 1 bln, while it cancelled
the second series of (common) covered bonds amounting to € 500 m, the issue of which was decided on 12 March, 2010.  The bonds have a
maturity of one year from the date of issuance with extension right of one year.  The issuance was effected as part of a programme for the 
issuance of (common) covered bonds of up to € 3 bln.  The cover pool assets constituting the “cover” for the bonds comprises residential
mortgage loans.  The first series of (common) covered bonds amounting to € 1 bln, were issued on 17 November, 2008 with maturity date
(as amended in 2010) 17 November, 2011 and the option of one year extension.  Following the issuance of the third series, the total
amount of the (common) covered bonds of Marfin Egnatia Bank S.A. is € 2 bln.  Moreover, as security of any claims of the bondholders and
all secured creditors, Marfin Popular Bank Public Co Ltd has agreed to provide Marfin Egnatia Bank S.A. with credit facilities.  The bonds
were listed for trading at the Stock Exchange of Ireland and, upon issuance, were retained by Marfin Egnatia Bank S.A. at the price of
issuance, for the purpose of re-disposing them to institutional investors at any time until maturity.  Until their disposal, the bonds are used 
as security for obtaining liquid funds from the European Central Bank through the Bank of Greece.

On 19 August, 2009 the securitisation of bonds and other corporate loans by Marfin Egnatia Bank S.A. for the total amount of € 2,3 bln was 
completed.  The issue of the debentures from the securitisation was delivered by Synergatis Plc.  An amount of   € 1,4 bln of the total bonds
portfolio, which was fully covered by Marfin Popular Bank Public Co Ltd, received an AAA rating from Moody’s rating agency.  In July 2010, 
Moody’s rating stood at A3. 
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30. DUE TO OTHER BANKS (continued) 

Obligations to Central Banks include financing of € 672 m (2009: € 515 m) from the Central Bank of Cyprus secured through the pledging of
€ 744 m (2009: € 550 m) special government titles of a three-year duration which were issued by the Republic of Cyprus for this purpose. 
The aforementioned finance was solely used for providing housing loans and loans to small and medium size enterprises.

31. CUSTOMER DEPOSITS

2010 2009
€ ‘000 € ‘000 

Current 25.144.161 23.476.131
Non-current 364.200 409.645

25.508.361 23.885.776

Analysis by geographical area 
Cyprus 13.157.728 10.901.217
Greece 9.684.980 10.732.692
Other countries 2.665.653 2.251.867

25.508.361 23.885.776

32. SENIOR DEBT

2010 2009
€ ‘000 € ‘000

Debentures Marfin Popular Bank Public Co Ltd (2007/2010) - 612.711
Debentures Marfin Popular Bank Public Co Ltd (2009/2012) 376.953 377.280
Debentures Marfin Popular Bank Public Co Ltd (2009/2014) 22.813 23.185 
Debentures Egnatia Finance Plc (2009/2010) - 7.552
Debentures Egnatia Finance Plc (2009/2013) 17.756 15.390
Bond loan (Schuldschein) Marfin Egnatia Bank S.A. (2007/2010) - 50.000
Bond loan (Schuldschein) Marfin Egnatia Bank S.A. (2008/2011) 50.220 50.000
Syndicated loan Marfin Egnatia Bank S.A. (2008/2010) - 250.000
Promissory Notes Rossiysky Promyishlenny Bank Company Ltd 9.895 12.384 

477.637 1.398.502

Current  60.115 932.647
Non-current 417.522 465.855

477.637 1.398.502

Debentures Marfin Popular Bank Public Co Ltd (2007/2010), Debentures Marfin Popular Bank Public Co Ltd (2009/2012), Debentures 
Marfin Popular Bank Public Co Ltd (2009/2014), Debentures Egnatia Finance Plc (2009/2010) and Debentures Egnatia Finance Plc
(2009/2013)

During 2004, the Bank set up a Euro Medium Term Note (EMTN) Programme (the “Programme”) for a total amount of € 750 m.  In May
2006, an increase of the size of the Programme to € 1 bln was approved and in May 2007 a further increase to € 3 bln was approved.
Pursuant to the Programme the Bank has the ability to issue senior and/or subordinated debt in accordance to its needs.  In December
2008, the Programme was revised to enable Marfin Egnatia Bank S.A. and Egnatia Finance Plc, guaranteed by Marfin Egnatia Bank S.A., to
issue senior and/or subordinated debt.

In May 2007, the Bank issued € 750 m of senior debt, due in 2010.  In May 2009, the Bank repurchased and cancelled debentures of
€ 100 m.  In May 2010, the debentures matured and the Bank repaid the remaining debentures of € 650 m in accordance with their terms
of issue and an amount equal to the nominal value of the debentures plus accrued interest was paid to the holders. The debentures were
repayable within three years from their issue and paid interest every three months.  The interest rate was set at the three-month rate of
Euro (Euribor) plus 0,29%.  Part of the debentures was held by Group companies.

In September 2009, the Bank issued € 500 m of senior debt, due in 2012.  The debentures are repayable within three years from their issue
and pay interest once a year, on 21 September.  The interest rate is set at 4,375%.  Part of the debentures is held by Group companies.
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32. SENIOR DEBT (continued)

Debentures Marfin Popular Bank Public Co Ltd (2007/2010), Debentures Marfin Popular Bank Public Co Ltd (2009/2012), Debentures 
Marfin Popular Bank Public Co Ltd (2009/2014), Debentures Egnatia Finance Plc (2009/2010) and Debentures Egnatia Finance Plc
(2009/2013) (continued)

In November 2009, the Bank issued € 25 m of senior debt, due in 2014.  The debentures are repayable within five years from their issue and
pay interest once a year, on 20 November.  The interest rate is set at 4,35%.  Part of the debentures is held by Group companies.

In March 2009, Egnatia Finance Plc issued € 10 m of senior debt, due in 2010.  In March 2010, the debentures matured and Egnatia Finance 
Plc repaid the full amount of € 10 m debentures, in accordance with their terms of issue and an amount equal to the nominal value of the 
debentures plus accrued interest was paid to the holders. The debentures were repayable within one year from their issue and paid 
interest every six months.  The interest rate was set at 12%.  Part of the debentures was held by Group companies.

In September 2009, Egnatia Finance Plc issued USD 30 m (€ 21m) of senior debt, due in 2013.  The debentures are repayable within four
years from their issue and pay interest every three months.  The interest rate is set at the three-month rate of United States Dollar with a 
minimum interest rate of 3,1%.  Part of the debentures is held by Group companies.

The debentures are issued based on the Programme and are listed on the Luxembourg Stock Exchange. The market value at 31 December,
2010 was € 368,4 m (2009: € 367,1 m) for Debentures Marfin Popular Bank Public Co Ltd (2009/2012) and € 17,8 m (2009: € 15,1 m) for
Debentures Egnatia Finance Plc (2009/2013).

Bond loan (Schuldschein) Marfin Egnatia Bank S.A. (2007/2010)

In December 2007, Marfin Egnatia Bank S.A. issued € 50 m three year bond loan (Schuldschein) due in 2010.  In December 2010, the 
debentures matured and Marfin Egnatia Bank S.A. repaid the full amount of € 50 m debentures, in accordance with their terms of issue and
an amount equal to the nominal value of the debentures plus accrued interest was paid to the holders.  Interest was paid monthly,
quarterly or half yearly, based on the decision of Marfin Egnatia Bank S.A., with the interest rate of Euro (Euribor) of the respective period
(month, quarter, half year) plus 0,25%.

Bond loan (Schuldschein) Marfin Egnatia Bank S.A. (2008/2011)

In March 2008, Marfin Egnatia Bank S.A. issued € 50 m three year bond loan (Schuldschein) due in 2011.  Interest is paid half yearly, with
the six-month interest rate of Euro (Euribor) plus 0,25%. The debentures or part of them can be repurchased earlier after a decision of
Marfin Egnatia Bank S.A.

Syndicated loan Marfin Egnatia Bank S.A. (2008/2010)

In September 2008, Marfin Egnatia Bank S.A. issued € 250 m two year syndicated loan due in 2010.  In September 2010, the € 250 m 
syndicated loan matured and Marfin Egnatia Bank S.A. repaid the full amount of € 250 m syndicated loan in accordance with its term of
issue and an amount equal to the nominal value of the syndicated loan plus accrued interest was paid to the holders.  Interest was paid
every three months, with the three-month rate of Euro (Euribor) plus 0,60%.

Promissory Notes Rossiysky Promyishlenny Bank Company Ltd

Rossiysky Promyishlenny Bank Company Ltd issues promissory notes to customers.  As at 31 December, 2010 the issued promissory notes
bore interest rates for Russian Roubles up to 14,5% and maturity up to August 2011.  These promissory notes were issued at a discount and 
will be repaid at face value on their maturity. 
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33. LOAN CAPITAL

2010 2009
€ ‘000 € ‘000

Debentures Egnatia Finance Plc (2005/2015) - 80.000
Debentures Egnatia Finance Plc (2009/2019) 106.308 95.138
Eurobonds Marfin Popular Bank Public Co Ltd due 2016 414.793 424.724
Capital securities Marfin Popular Bank Public Co Ltd 737.870 442.229
Subordinated debt Rossiysky Promyishlenny 
 Bank Company Ltd (2004/2014) 8.960 8.410

1.267.931 1.050.501

Non-current 1.267.931 1.050.501

Debentures Egnatia Finance Plc (2005/2015)

In May 2005, Egnatia Finance Plc issued € 80 m debentures, due in 2015.  In May 2010, following the approval of the Bank of Greece,
Egnatia Finance Plc proceeded to early repayment of the full amount of € 80 m debentures, in accordance with their terms of issue and an
amount equal to the nominal value of the debentures plus accrued interest was paid to the holders.  The debentures were repayable within
ten years from their issue and paid interest every three months.  The interest rate was set at the three-month rate of Euro (Euribor) plus
1,10% until their call in date and 2,40% until maturity.  The issuing company had the right to call in the debentures after the end of the fifth 
year. 

The debentures constituted direct, unsecured, subordinated obligations (Tier II Capital) but were guaranteed by Marfin Egnatia Bank S.A.
and they ranked for payment after the claims of depositors and other creditors.  The debentures were listed on the Luxembourg Stock 
Exchange. 

Debentures Egnatia Finance Plc (2009/2019) and Eurobonds Marfin Popular Bank Public Co Ltd due 2016

During 2004 the Bank set up a Euro Medium Term Note (EMTN) Programme (the “Programme”) for a total amount of € 750 m.  In May 
2006, an increase of the size of the Programme to € 1 bln was approved and in May 2007 a further increase to € 3 bln was approved.
Pursuant to the Programme the Bank has the ability to issue senior and/or subordinated debt in accordance to its needs.  In December
2008, the Programme was revised to enable Marfin Egnatia Bank S.A. and Egnatia Finance Plc, guaranteed by Marfin Egnatia Bank S.A., to
issue senior and/or subordinated debt.

In May 2006, the Bank issued € 450 m of subordinated debt, due in 2016.  The Bank has the right to call in the bonds after five years from
their issue.  The interest rate is set at the three-month rate of Euro (Euribor) plus 0,75% for the first five years, increased by 1% if the bonds
are not called in.  In June 2010, the Bank repurchased and cancelled bonds of € 23 m, which were held by Group companies.  Part of the
bonds is held by Group companies.

In May 2009, Egnatia Finance Plc issued USD 60 m (€ 41 m) of subordinated debt, under the guarantee of Marfin Egnatia Bank S.A.  The 
issue was in the form of subordinated bonds, maturing in ten years, with the right to call in the bonds after five years from the issue date,
upon written authorisation of the Bank of Greece.  The interest rate is set at 5,5% over their whole duration.  Part of the bonds is held by
Group companies.

In July 2009, Egnatia Finance Plc, issued € 60 m of subordinated debt under the guarantee of Marfin Egnatia Bank S.A.  The issue was in the
form of subordinated bonds, maturing in ten years, with the right to call in the bonds after five years from the issue date, upon written
authorisation of the Bank of Greece.  The interest rate is set at 6,5% over their whole duration.

The bonds constitute direct, unsecured, subordinated obligations (Tier II Capital) and they rank for payment after the claims of depositors
and other creditors.  The bonds are issued based on the Programme and are listed on the Luxembourg Stock Exchange.  Their market value
at 31 December, 2010 was € 330,1 m (2009: € 338,2 m) for Eurobonds Marfin Popular Bank Public Co Ltd due 2016 and € 106,3 m (2009:
€ 95,1 m) for Debentures Egnatia Finance Plc (2009/2019).
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33. LOAN CAPITAL (continued)

Capital securities Marfin Popular Bank Public Co Ltd

On 17 March, 2008 the Board of Directors of the Bank approved the issue of capital securities up to the amount of € 200 m which are
included in the Tier I Capital of the Bank (Hybrid Tier I Capital).  Capital securities of € 116 m (1st Tranche) that were addressed to a limited
group of individuals, professional investors and individuals who invested at least € 50.000 each, were issued on 14 April, 2008 at a nominal 
value of € 1.000 each.  During the second phase (2nd Tranche), capital securities of € 84 m that were addressed to the general public
through a Public Offer, were issued on 30 June, 2008 at a nominal value of € 1.000 each.  The capital securities of the 1st Tranche paid
6,50% fixed interest rate for the first four quarters and the capital securities of the 2nd Tranche paid 6,50% fixed interest rate for the first 
three quarters, and subsequently both tranches a floating rate, which is reviewed on a quarterly basis.  The interest rate is equal to the 
three-month rate of Euro (Euribor) at the beginning of each quarter plus 1,50% and the interest is payable every three months, at
31 March, 30 June, 30 September and 31 December.

On 19 March, 2009 the Board of Directors of the Bank approved the issue of capital securities up to the amount of € 250 m which are
included in the Tier I Capital of the Bank.  The issue, which was addressed to a limited group of individuals, professional investors and 
individuals who invested at least € 50.000 each, was completed on 13 May, 2009 and amounted to € 242,2 m.  The interest rate was set at
7% and the interest is payable every three months.

On 30 March, 2010 the Board of Directors of the Bank approved the issue of capital securities, in one or more series, up to the amount of
€ 300 m which would be included in the Hybrid Tier I Capital of the Bank.  The first tranche, which was addressed to a limited group of
individuals, professional investors and individuals who invested at least € 50.000 each, was completed on 19 May, 2010 and amounted to
€ 250,5 m. The second tranche, which was addressed to the general public, was completed on 25 June, 2010 and amounted to € 45,1 m.
The interest rate was set at 7% and the interest is payable every three months.

The capital securities do not have a maturity date but may, at the Bank’s discretion, after approval by the Central Bank of Cyprus, be 
acquired in their entirety at their nominal value, together with any accrued interest, five years after the date of issue or on any interest 
payment date after that. The capital securities constitute direct, unsecured, subordinated obligations of the Bank and rank for payment
after the claims of the depositors and other creditors.  The capital securities are listed on the Cyprus Stock Exchange.

Subordinated debt Rossiysky Promyishlenny Bank Company Ltd (2004/2014)

In December 2004, Rossiysky Promyishlenny Bank Company Ltd received a deposit maturing in 2014.  Interest rate is set at 8% annually.
The deposit constitutes a direct obligation and ranks for payment after the claims of other creditors. 

34. OTHER LIABILITIES

2010 2009
€ ‘000 € ‘000 

Suppliers and other creditors 28.640 36.080
Accrued expenses 56.769 153.004
Cheques and orders payables 35.781 130.645
Derivative financial instruments with negative fair value (Note 39) 280.511 249.920
Other liabilities 190.815 271.209

592.516 840.858

Current 376.058 571.975
Non-current 216.458 268.883

592.516 840.858
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35. CURRENT INCOME TAX LIABILITIES
2010 2009

€ ‘000 € ‘000 

Current income tax liabilities 18.060 27.489 
Adjustment recognised during the year for current tax of prior years 5.143 6.218

23.203 33.707

Current income tax liabilities
Current tax liability to be settled after more than 12 months 4.000 382
Current tax liability to be settled within 12 months 19.203 33.325 

23.203 33.707

36. DEFERRED TAX ASSETS AND LIABILITIES

Deferred tax assets and liabilities are calculated on all temporary differences under the liability method using the applicable tax rates
(Note 12).  Deferred tax assets and liabilities are offset when there is a legally enforceable right to offset current tax assets against current 
tax liabilities and when the deferred taxes relate to the same tax authority.

The movement in deferred tax is as follows:
2010 2009

€ ‘000 € ‘000

Balance 1 January 41.923 41.346 
Deferred tax liabilities/assets from: 
 Business acquisitions (Note 49) - 2.719
 Business disposals (150) -
Credit in consolidated income statement (Note 12) (18.546) (20.077)
Debit/(credit) in property fair value reserves 194 (479)
(Credit)/debit in available-for-sale financial assets fair value reserves and cash flow hedge reserve (16.596) 18.514
Exchange differences 624 (100)

Balance 31 December 7.449 41.923

Deferred tax assets and liabilities are attributable to the following items:
2010 2009

€ ‘000 € ‘000
Deferred tax liabilities
Differences between depreciation and wear and tear allowances 4.067 2.212
Revaluation of property 13.629 12.818
Intangible assets 76.368 87.243 
Financial assets 205 188
Provision for impairment of advances 16.656 14.977
Other temporary differences 23.709 16.443

134.634 133.881

Deferred tax assets
Available-for-sale financial assets 44.325 27.571 
Financial instruments 3.147 1.476
Tax losses 17.687 11.939
Provision for impairment of advances 47.038 40.748
Retirement benefit obligations 3.030 2.572
Other temporary differences 11.958 7.652

127.185 91.958 

Deferred tax liabilities
Deferred tax liability to be recovered after more than 12 months 123.982 120.945
Deferred tax liability to be recovered within 12 months 10.652 12.936

134.634 133.881

Deferred tax assets
Deferred tax asset to be recovered after more than 12 months 122.389 87.752
Deferred tax asset to be recovered within 12 months 4.796 4.206

127.185 91.958 
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36. DEFERRED TAX ASSETS AND LIABILITIES (continued)

The credit relating to deferred tax in the consolidated income statement is analysed by temporary differences as follows:

2010 2009
€ ‘000 € ‘000 

Differences between depreciation and wear and tear allowances 167 124
Intangible assets (5.674) (5.803)
Tax losses (5.754) (2.502)
Financial instruments (1.467) 5.350
Provision for impairment of advances (6.958) (20.671)
Other temporary differences 1.140 3.425

(18.546) (20.077)

37. SHARE CAPITAL AND SHARE PREMIUM

Number Share Share
of shares capital premium Total

‘000 € ‘000 € ‘000 € ‘000

1 January 2009 830.126 705.607 2.144.141 2.849.748
Dividend re-investment (a) 12.246 10.409 17.144 27.553 
Share issue costs - - (834) (834)
Shares in the process of being issued (b) 5.781 4.914 18.695 23.609

31 December 2009 / 1 January 2010 848.153 720.930 2.179.146 2.900.076
Dividend re-investment (c) 10.133 8.613 4.965 13.578
Script dividend (d) 123.830 105.256 73.952 179.208
Share issue costs - - (5.166) (5.166) 

31 December 2010 982.116 834.799 2.252.897 3.087.696

(a) In June 2009, the Bank issued 12.246.000 new ordinary shares, of nominal value € 0,85, which resulted from the re-investment of
the dividend for the year 2008 in accordance with the Dividend Re-investment Plan.  Based on the Plan, the Bank’s shareholders 
had the option of part or full re-investment of the net 2008 dividend paid, into shares of the Bank.  The exercise price of the re-
investment right of the 2008 dividend was set at € 2,25 per share, that was 10% lower than the average closing price of the Bank’s
share on the Cyprus Stock Exchange and the Athens Exchange for the period from 26 May to 1 June, 2009.  The trading of the newly 
issued shares commenced on 25 June, 2009. 

(b) On 23 December, 2009 the Extraordinary General Meeting of the shareholders of the Bank approved the authorisation of the Board
of Directors to issue 5.781.000 new ordinary shares of the Bank, nominal value of € 0,85 each, in the framework of the Cross-Border
Merger through absorption of Marfin Egnatia Bank S.A. by the Bank, to be exchanged with 8.594.000 ordinary common shares of
Marfin Egnatia Bank S.A.  The Bank’s shares to be issued, in exchange for the above common ordinary shares, will not be offered at
first to existing shareholders of the Bank, as provided by the Articles of Association of the Bank, but will be offered to the existing 
shareholders of Marfin Egnatia Bank S.A. (except from the Bank itself) according to the provisions of the Common Terms of the 
Cross-Border Merger and the decisions of the Board of Directors of the merging companies.  The new shares which are in the 
process to be issued in the context of completion of the cross-border merger, as mentioned above, will have the same rights as the
existing, fully paid shares of the Bank.

(c) In June 2010, the Bank issued 10.133.000 new ordinary shares, of nominal value € 0,85, which resulted from the re-investment of
the dividend for the year 2009 in accordance with the Dividend Re-Investment Plan.  Based on the Plan, the Bank’s shareholders 
had the option of part or full re-investment of the net 2009 dividend paid, into shares of the Bank.  The exercise price of the
re-investment right of the 2009 dividend was set at € 1,34 per share, that was 10% lower than the average closing price of the
Bank’s share on the Cyprus Stock Exchange and the Athens Exchange for the period from 1 June to 7 June, 2010.  The trading of the
newly issued shares commenced on 15 July, 2010.

(d) In December 2010, the Bank issued 123.830.000 new ordinary shares, of nominal value € 0,85, which resulted from the distribution
of interim dividend for the year 2010 in the form of shares.  The issue price was set at € 1,4472, that was 10% lower than the
average closing price of the Bank’s share on the Cyprus Stock Exchange and the Athens Exchange for the period from 11 October to 
15 October, 2010.  The trading of the newly issued shares commenced on 22 December, 2010.
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37. SHARE CAPITAL AND SHARE PREMIUM (continued)

As at 31 December, 2009 the Bank’s authorised share capital comprised 1.100.000.000 shares of € 0,85 each.  At the Extraordinary General
Meeting of the shareholders of the Bank which was held on 25 May, 2010 approval was granted for the increase of the authorised nominal
share capital of the Bank from € 935.000.000 to € 1.062.500.000 by the creation of 150.000.000 additional shares of € 0,85 nominal value
each.  At the Extraordinary General Meeting of the shareholders of the Bank which was held on 18 November, 2010 approval was granted 
for the increase of the authorised nominal share capital of the Bank from € 1.062.500.000 to € 1.776.500.000 by the creation of
840.000.000 additional shares of € 0,85 nominal value each.

As at 31 December, 2010 the Bank’s authorised nominal share capital was € 1.776.500.000 (2009: € 935.000.000) divided into
2.090.000.000 (2009: 1.100.000.000) ordinary shares of nominal value € 0,85 each (2009: € 0,85).

All issued ordinary shares are fully paid and carry the same rights.

The share premium is not available for distribution to equity holders.

Share Options

In April 2007, the Extraordinary General Meeting of the shareholders of the Bank approved the introduction of a Share Options Scheme
(the “Scheme”) for the members of the Board of Directors of the Bank and the Group’s employees.  The shares to be issued with the 
application of this Scheme will have the same nominal value as the existing issued shares, that is, € 0,85 each.  The exercise price of each
share option (the “Option”) was set at € 10. 

Following the aforementioned approval and the ensuant decision of the Bank’s Board of Directors on 9 May, 2007, 70.305.000 Options
were granted with an expiration date on 15 December, 2011.  The Options could be exercised by the beneficiaries during the years 2007 to
2011, according to the allocation determined by the Board of Directors, following a recommendation by the Remuneration Committee,
based on the holders’ performance being up to the Bank’s expectations.

The fair value of the Options granted was measured initially on grant date using the Black and Scholes model.  The model’s pricing inputs
were: share price of € 8,48 at the grant date, the Euro swap rate curve as the discount rate for the duration of the Scheme 4,15% (average), 
implied share price volatility determined on the basis of historic volatility 12% and a dividend yield of 3,82%.

On 23 December, 2009 the Extraordinary General Meeting of the shareholders of the Bank approved the amendment of the terms of the
Scheme originally approved by the Extraordinary General Meeting held in April 2007.  In particular, it approved the amendment of the 
exercise price from € 10 to € 4,50 and the extension of the Scheme by two years with 2013 as the last exercise period instead of 2011.  The
incremental fair value arising from the modification of the terms of the Scheme was calculated based on the following: share price as at
23 December, 2009 of € 2,32, the Euro swap rate curve as the discount rate for the duration of the Scheme 1,9% (average), implied share
price volatility of 27,3% and dividend yield 3,45%.  This incremental fair value is recognised over the period from the modification date until 
the date when the Options vest. 

The total expense recognised in the consolidated income statement for the year ended 31 December, 2010 for Options granted amounts to
€ 2.499.000 (2009: € 2.985.000).  During the years 2007, 2008, 2009 and 2010 no Options were exercised and as at 31 December, 2010 and
31 December, 2009 the number of Options outstanding were 70.305.000.
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38. RESERVES

2010 2009
€ ‘000 € ‘000

Revenue reserves
Balance 1 January 948.006 858.726
Profit for the year attributable to the owners of the Bank 87.080 173.872
Transfer from property fair value reserves 985 2.029
Dividend (Note 50) (254.941) (124.519)
Cost of share-based payments to employees 2.480 2.933
Effect of change in non-controlling interest from changes in shareholdings in subsidiaries and other movements 3.925 2.657
Defence tax on deemed distribution 34 (284)
Effect from the merger of Marfin Egnatia Bank S.A. with Marfin Popular Bank Public Co Ltd - 32.592
Share of revenue reserves of associated companies 1.032 -

Balance 31 December 788.601 948.006

Property fair value reserves
Balance 1 January 49.759 50.219
Revaluation for the year 11 418
Deferred tax on revaluation (72) 459
Transfer to revenue reserves (985) (2.029)
Share of fair value reserves of associated companies (1.032) 692

Balance 31 December 47.681 49.759

Available-for-sale financial assets fair value reserves
Balance 1 January (189.460) (285.338)
Revaluation for the year (142.438) 92.895
Deferred tax on revaluation 16.474 (18.051)
Transfer to results on disposal of available-for-sale financial assets (21.886) 20.554 
Transfer to results due to impairment 4.542 2.975
Amortisation of loss on available-for-sale financial assets reclassified 7.453 4.585
Effect from the merger of Marfin Egnatia Bank S.A. with Marfin Popular Bank Public Co Ltd - (6.984)
Share of fair value reserves of associated companies (872) (96)

Balance 31 December (326.187) (189.460)

Currency translation reserves
Balance 1 January (76.130) (46.960)
Exchange differences arising in the year 10.559 (11.030)
Effect from the merger of Marfin Egnatia Bank S.A. with Marfin Popular Bank Public Co Ltd - (18.140)

Balance 31 December (65.571) (76.130)

Cash flow hedges reserve 
Balance 1 January 245 -
(Losses)/gains from changes in fair value recognised directly in equity (543) 349
Deferred tax 163 (104)

Balance 31 December (135) 245

Difference from conversion of share capital into Euro reserve
Balance 1 January / 31 December 3.426 3.426

447.815 735.846
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38. RESERVES (continued)

The distributability of reserves is in accordance with the requirements of the Cyprus Companies Law, Cap. 113 for public companies and the 
Articles of Association of the Bank.  In addition, in accordance with the regulations of the Central Bank of Cyprus the reserves arising from 
exchange differences are not available for distribution.

From the tax year commencing 1 January, 2003 onwards, companies which do not distribute 70% of their profits after tax, as defined by the
Special Contribution Defence Law, within two years after the end of the relevant tax year, will be deemed to have distributed as dividend
70% of these profits. Special contribution for defence at 15% will be payable on such deemed dividend to the extent that the shareholders
(companies and individuals) at the end of the period of the two years after the end of the relevant tax year, are Cyprus tax residents.  The 
amount of deemed distribution is reduced by any actual dividend paid out of the profits of the relevant year during the following two years.  
This special contribution for defence is payable for the account of the shareholders.

39. FAIR VALUE OF DERIVATIVE FINANCIAL INSTRUMENTS

The Group primarily uses derivative financial instruments to hedge risks stemming from interest rate and foreign exchange fluctuations.  In 
addition, the Group uses derivative financial instruments for own trading, with the purpose of increasing its earnings.  The main derivative 
financial instruments, used by the Group, and the method of determining their fair value are as follows.

Forward foreign exchange contracts specify the rate at which two currencies will be exchanged at a future date.  The exchange rate agreed
is determined when the deal is made.  Forward foreign exchange contracts are revalued daily (using the current exchange rates) by 
calculating the new forward rate until the settlement of the contract, based on the current market rates.

Currency swaps are commitments to exchange specific amounts of two different currencies including interest, at a future date.  The
currency swaps are revalued to fair value (using the current exchange rates) by calculating the new swap points at the time of the
revaluation.

Interest rate swaps are commitments to exchange one set of cash flows based on a fixed interest rate with one set of cash flows based on a 
floating interest rate.  The cash flows are calculated on a fixed notional amount and for a fixed period of time.  The fair value of interest rate
swaps is calculated by comparing the present value of the discounted cash flows at the date of the revaluation with the current outstanding
notional amount of the swap. 

Furthermore, the Group deals in equity futures and foreign exchange and equity options, as well as forward rate agreements, foreign
exchange and index forwards.

The notional amounts of those contracts provide a basis for comparison with other financial instruments recognised on the balance sheet,
but they do not indicate the amounts of future cash flows or the fair value of the instruments and, therefore, do not present the Group’s
exposure to credit and other market risks.  The derivative instruments become favourable (assets) or unfavourable (liabilities) as a result of
fluctuations in market interest rates or foreign exchange rates relative to their terms.

103



ANNUAL REPORT 10

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

39. FAIR VALUE OF DERIVATIVE FINANCIAL INSTRUMENTS (continued)

The notional and fair value of derivatives were:

2010  2009
Contract/ Contract/

notional Fair value  notional Fair value 
amount Assets Liabilities  amount Assets Liabilities

€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000 
Trading derivatives:

Foreign currency derivatives
Currency forwards 101.955 12.449 11.710 171.750 7.030 6.692
Currency swaps 2.526.944 41.617 49.986 2.246.588 25.370 23.142
Currency options OTC 97.217 - -  - - - 

54.066 61.696  32.400 29.834

Interest rate derivatives
Interest rate swaps 1.370.083 17.342 21.969 1.772.207 17.168 16.155

17.342 21.969  17.168 16.155

Index/equity derivatives
Futures 380.603 67 56 31.930 257 271
Options 367.618 21.642 22.927 228.995 23.499 22.366
Credit default swaps 63.613 1.413 987 394.788 1.214 2.841
Other (Index swaps, asset swaps, etc) 30 89 59  2.292 2 -

23.211 24.029  24.972 25.478

Total trading derivatives (Note 18) 94.619 107.694  74.540 71.467

Hedging derivatives:

Derivatives designated as
fair value hedges

Options 49.480 1.326 1.844 49.713 1.853 2.165
Futures 88.700 - - 189.644 - -
Interest rate swaps 2.344.721 7.963 52.521  2.860.840 2.721 75.639
Asset swaps 1.719.765 3.123 117.886  2.056.174 3.410 100.373

12.412 172.251 7.984 178.177

Derivatives designated as cash flow hedges
Interest rate swaps 39.329 - 566  35.803 - 276

- 566 - 276

Total hedging derivatives (Note 24) 12.412 172.817 7.984 178.453

Total derivative financial instruments (Note 34) 107.031 280.511 82.524 249.920
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40. CASH USED IN OPERATIONS

2010 2009
€ ‘000 € ‘000

Profit before tax 114.674 217.797

Adjustments for:
Share of profit of associates after tax (Note 26) (14.177) (18.014)
Depreciation of property and equipment (Note 29) 25.509 25.271
Amortisation of intangible assets (Note 27) 30.653 31.481 
Impairment of goodwill (Note 9) - 99
Fair value loss/(gain) on investment property (Note 28) 1.669 (121)
Revaluation adjustment on property (Note 9) - 371
Cost of share-based payment to employees (Note 8) 2.499 2.985
Impairment of available-for-sale financial assets (Note 6) 4.851 4.373
Impairment of held-to-maturity financial assets (Note 6) 4.493 -
Interest received from financial assets (207.520) (181.543)
Dividends (4.203) (7.833)
Interest on senior debt and loan capital 76.290 65.493 
Loss/(profit) on disposal of property and equipment (Note 29) 415 (1.048)
Profit on disposal of available-for-sale financial assets (Note 6) (29.170) (103.783)
Profit on redemption of held-to-maturity financial assets (Note 6) (58) -
Profit on disposal of subsidiary companies (Note 6) (841) -
(Profit)/loss on disposal of investment property (Note 7) (193) 129
Excess of the acquirer’s interest in the fair value of acquiree’s identifiable net assets over cost - (226)

4.891 35.431 
Change in: 
Due to other banks 180.227 3.588.285
Customer deposits 1.622.585 (942.493)
Other liabilities (240.347) (68.530)
Retirement benefit obligations 29.985 26.302 

Restricted balances with Central Banks 15.310 92.914
Due from other banks (155.894) (324.486)
Financial assets at fair value through profit or loss 9.736 (8.172)
Advances to customers (1.335.170) (1.654.937) 
Debt securities lending (346.802) (1.028.424) 
Other assets (90.185) (44.647)

(305.664) (328.757)

41. CASH AND CASH EQUIVALENTS

2010 2009
€ ‘000 € ‘000

Cash and non-restricted balances with Central Banks 280.552 1.516.497
Due from other banks – due within three months 3.846.906 2.753.816

4.127.458 4.270.313

105



ANNUAL REPORT 10

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

42. SEGMENTAL ANALYSIS

In 2009, segment reporting by the Group was prepared for the first time in accordance with IFRS 8, “Operating Segments”. 

Following the management approach of IFRS 8, operating segments are reported in accordance with the internal reporting provided to the
Group Executive Committee (the chief operating decision-maker), which is responsible for allocating resources to the reportable segments 
and assesses their performance.  All operating segments used by the Group meet the definition of a reportable segment under IFRS 8.

The Group has six main business segments on a worldwide basis:

(a) Corporate and investment banking, which includes all commercial and investment banking business derived from corporate clients.

(b) Retail banking, which includes all commercial banking business from retail clients.

(c) Wealth management, which includes all business from high net worth individuals (banking and asset management business).

(d) International business banking, which includes all business from services offered to international business banking customers.

(e) Treasury and capital markets, which includes all treasury and capital market activity. 

(f) Participations, investments and other segments, which includes the various participations and investments of the Group and all 
other business not falling into any of the other segments, none of which constitutes a separately reportable segment.

As the Group’s segment operations are all financial with the majority of revenues deriving from interest and as the Group Executive
Committee relies primarily on net interest revenue to assess the performance of the segment, total interest income and expense for all 
reportable segments is presented on a net basis.

There were no changes in the reportable segments during the year 2010. 

Transactions between the business segments are carried out at arm’s length.  The revenue from external parties reported to the Group
Executive Committee is measured in a manner consistent with that in the consolidated income statement.

The Group’s management reporting is based on a measure of profit before tax and before share of profit from associates comprising net
interest income, net fee and commission income, financial and other income, less operating expenses and provision for impairment of
advances.  This measurement basis excludes the effects of non-recurring expenditure of the operating segments such as goodwill
impairments when the impairment is the result of an isolated, non-recurring event as well as amortisation of intangible assets.

The information provided about each segment is based on the internal reports about segment profit or loss and other information, which
are regularly reviewed by the Group Executive Committee.

The information reported to the Group Executive Committee in relation to the consolidated balance sheet items comprises advances to
customers and customer deposits.
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42. SEGMENTAL ANALYSIS (continued)

Segment information

The segment information provided to the Group Executive Committee for the reportable segments is as follows:

Corporate Treasury Participations,
and International and investments

investment Retail Wealth business capital and other
banking banking management banking markets segments Total

€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000

For the year ended 31 December 2010
Net interest income from
 external customers 270.608 311.057 (177) 38.943 80.912 3.634 704.977
Net fee and commission income 49.215 80.828 31.034 37.506 5.257 739 204.579
Financial and other income 17.847 7.318 1.770 (673) 84.869 22.916 134.047
Operating expenses (67.522) (384.928) (43.575) (44.677) (25.554) (63.961) (630.217)
Provision for impairment of advances (62.524) (177.594) (6.228) (17.820) - (1.980) (266.146)

Segment result 207.624 (163.319) (17.176) 13.279 145.484 (38.652) 147.240

As at 31 December 2010
Advances to customers 10.862.618 12.288.157 1.465.062 1.801.496 - - 26.417.333
Customer deposits 5.095.762 12.931.229 1.492.440 5.988.930 - - 25.508.361

For the year ended 31 December 2009
Net interest income from
 external customers 278.954 259.775 9.574 53.609 32.113 448 634.473
Net fee and commission income 58.963 80.951 42.220 35.121 12.829 993 231.077
Financial and other income 4.863 5.190 5.212 10.832 174.120 21.353 221.570
Operating expenses (84.738) (354.500) (43.086) (39.706) (23.080) (64.044) (609.154)
Provision for impairment of advances (42.191) (202.572) - (4.580) - (1.224) (250.567)

Segment result 215.851 (211.156) 13.920 55.276 195.982 (42.474) 227.399

As at 31 December 2009
Advances to customers 10.534.970 11.813.067 1.398.714 1.334.482 - 930 25.082.163
Customer deposits 5.022.638 12.838.566 1.580.264 4.444.308 - - 23.885.776

Reconciliation of segment results to profit for the year

Total Consolidation
management and Total

reporting adjustments consolidated
€ ‘000 € ‘000 € ‘000

For the year ended 31 December 2010
Net interest income 704.977 4.566 709.543
Net fee and commission income 204.579 (4.098) 200.481
Financial and other income 134.048 (31.662) 102.386
Operating expenses (630.218) 7.026 (623.192)
Provision for impairment of advances (266.146) - (266.146)

Segment result 147.240 (24.168) 123.072

Amortisation of intangible assets (22.575)
Share of profit from associates 14.177
Tax (25.446)

Profit for the year 89.228 

As at 31 December 2010
Advances to customers 26.417.333 - 26.417.333
Customer deposits 25.508.361 - 25.508.361
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42. SEGMENTAL ANALYSIS (continued)

Reconciliation of segment results to profit for the year (continued)

Total Consolidation
management and Total

reporting adjustments consolidated
€ ‘000 € ‘000 € ‘000

For the year ended 31 December 2009
Net interest income 634.473 1.315 635.788
Net fee and commission income 231.077 (3.164) 227.913
Financial and other income 221.570 (10.418) 211.152
Operating expenses (609.154) 7.167 (601.987)
Provision for impairment of advances (250.567) - (250.567)

Segment result 227.399 (5.100) 222.299

Amortisation and impairment of intangible assets (22.516)
Share of profit from associates 18.014
Tax (47.418)

Profit for the year 170.379

As at 31 December 2009
Advances to customers 25.082.163 - 25.082.163
Customer deposits 23.885.776 - 23.885.776

Geographical information

2010
Operating Total Advances to Customer

income assets customers deposits
€ ‘000 € ‘000 € ‘000 € ‘000

Cyprus 449.597 19.302.358 10.114.848 13.157.728
Greece 416.051 19.343.854 13.425.646 9.684.980
Other countries 177.955 3.934.274 2.876.839 2.665.653

Total 1.043.603 42.580.486 26.417.333 25.508.361

2009
Operating Total Advances to Customer

income assets customers deposits
€ ‘000 € ‘000 € ‘000 € ‘000

Cyprus 459.988 17.791.371 9.059.776 10.901.217
Greece 438.725 19.307.827 13.255.602 10.732.692
Other countries 176.140 4.729.165 2.766.785 2.251.867

Total 1.074.853 41.828.363 25.082.163 23.885.776

There were no revenues deriving from transactions with a single external customer that amounted to 10% or more of the Group’s
revenues.
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43. CONTINGENCIES AND COMMITMENTS

Credit-related financial instruments

Credit-related financial instruments include commitments relating to documentary credits and guarantees, which are designed to meet the 
financial requirements of the Group’s customers. The credit risk on these transactions represents the contract amount.  However, the
majority of these facilities are offset by corresponding obligations of third parties.

2010 2009
€ ‘000 € ‘000 

Acceptances 387.088 96.249
Guarantees 1.313.082 1.395.483

1.700.170 1.491.732

Unutilised credit facilities

The amount of approved unutilised credit facilities was € 205.581.000 (2009: € 186.106.000).

Trustee services

The Bank acts as a trustee of approved investments of insurance companies according to the provisions of the Insurance Companies Laws
of 1984 and 1990.

Capital commitments

Capital expenditure contracted at 31 December, 2010 amounted to € 6,4 m (2009: € 7,2 m).

Legal proceedings

As at 31 December, 2010 there were pending litigations against the Group in connection with its activities.  Based on legal advice the Board
of Directors believes that there is adequate defence against all claims and it is not probable that the Group will suffer any significant
damage.  Therefore, no provision has been made in the consolidated financial statements regarding these cases.

On 4 March, 2009 the co-Trustees of the AremisSoft Corporation Liquidation Trust (the “Trustees”), filed a civil action against the Bank in
the United States (United States of District Court for the District of New Jersey) for the amount of up to USD 80 m (€ 59,9 m).  AremisSoft
was a company that purported to sell computer software technology and, as alleged, was involved in a significant international fraud 
perpetrated by the company’s main principals and operating officers.  The Trustees alleged that the Bank, in breach of its obligations to 
AremisSoft permitted the principal of AremisSoft to execute transactions resulting to the appropriation by him of significant amounts which
belonged to AremisSoft.  On 1 June, 2009, the Bank filed a motion to dismiss, requesting dismissal of the complaint, among other reasons, 
for lack of personal jurisdiction and under the doctrine of forum non conveniens.  On 1 March, 2010, the District Court granted the Bank’s
motion to dismiss the Trustees’ complaint on the ground that it lacked personal jurisdiction over the Bank and such decision was 
unanimously upheld by the United States Court of Appeals for the Third Circuit, on 10 March, 2010, dismissing the Trustee’s appeal.  The
Trustees have exhausted most of the avenues of appeal available to them.  The only remaining path available to the Trustees with respect
to this action is a request for permission to appeal to the United States Supreme Court (a writ of certiorari).  The deadline for filing a
petition for writ of certiorari expires on 7 April, 2011.  There is no automatic right to appeal to the Supreme Court and a petition for review
will be granted only for compelling reasons.  In particular, in the circumstances of this case, petitions for review are rarely granted because
there is no clear important question of federal law on which the Supreme Court would have jurisdiction to decide.

Operating lease commitments

The Group leases various branches, offices and warehouses under non-cancellable operating lease agreements.  The leases have varying
terms, escalation clauses and renewal rights.

The future aggregate minimum lease payments under non-cancellable operating leases are as follows:

2010 2009
€ ‘000 € ‘000 

Less than one year 28.548 27.733 
Over one but less than five years 81.937 81.413 
Over five years 65.548 56.220

176.033 165.366
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44. FINANCIAL RISK MANAGEMENT

As a corporation operating in many countries in a rapidly changing and competitive environment, the Group recognizes its exposure to
various risks that may adversely affect its results and strategic objectives.  For this purpose, in an attempt to minimize the Group’s risk
exposure, risk management is one of the key functions of the Group.

As is the case for all other financial institutions, the Group is exposed to risks, the most important being credit risk, liquidity risk, interest
rate risk, equity risk and currency risk.  These risks are being continuously monitored using common international methodologies, so as to
avoid the excessive concentration of risks. The nature of the risks undertaken and the ways in which they are managed by the Group are
outlined below.

Year 2010 was, as expected, a particularly challenging year especially as regards the developments relating with the deterioration of the
Greek public finances, the banking crisis in Ireland, which re-emerged strongly within the third quarter of the year and the widespread fiscal
crisis around eurozone countries.  The sovereign debt crisis in Greece has affected negatively the Group’s operations, which have been
adjusted accordingly in order to be aligned to the prevailing conditions.

In order to address the substantial issues of Greece’s public finances and the structural problems of the Greek economy, the Greek
government entered into an agreement with the European Union (EU), the European Central Bank (ECB)  and the International Monetary
Fund (IMF) for a three-year € 110 bln refinancing and restructuring programme.  The programme contains explicit timetables, detailed 
conditionalities and quarterly targets, whilst a strict monitoring system is in place to ensure the successful implementation of the
programme. 

The uncertainties created by the sovereign debt issues in most EU countries raised significant concerns regarding the stability of European
banking system.  To this respect, the Committee of European Banking Supervisors (CEBS) in co-operation with the ECB and the EU
authorities carried out stress tests simulating extreme macroeconomic deterioration over the next two years.  The Group registered
comfortable capital levels even under the extreme and highly improbable scenario (including an additional sovereign shock), with Tier 1 at
the end of 2011 at 7,1%, significantly higher than the minimum required for the purpose of the stress test of 6%. 

In the current unstable and unpredictable economic environment, the Group’s key strategic objective is to sustain a strong capital and 
liquidity position that would in turn enable it to serve the interests of its shareholders and customers in the most effective way. To this
direction, the Group completed two of its strategic goals within the first quarter of 2011, which aimed at enhancing its capital base.
Specifically, in February 2011, the Group successfully raised € 488,2 m via a rights issue whilst it also announced its intention to issue
€ 660 m Convertible Capital Securities.  Additionally, the Group announced the agreement to sell 85% of its subsidiary company in Australia
for a consideration of € 104,3 m.

CREDIT RISK

Credit risk stems from the possibility of non-prompt repayment of existing and contingent obligations of the Group’s counterparties, 
resulting in the loss of funds and earnings.  Credit risk management focuses on ensuring a disciplined risk culture, risk transparency and
rational risk taking, based on international common practices.

Credit risk management

The credit risk management function covers a wide range of activities, which commences at the stage of the credit risk undertaken,
continues at the stage of credit risk management and ending up at the workout and collection stage.

Credit risk management methodologies are reviewed and modified to reflect the changing financial environment.  The various credit risk
assessment methods used are being revised at least annually or whenever deemed necessary and adjusted to be in line with the Group’s
overall strategy and objectives.

Credit risk undertaken

Credit policy
The Group’s lending portfolio is split into retail, commercial and corporate.  Retail lending comprises individuals and very small businesses, 
commercial lending comprises small and medium size enterprises and corporate lending comprises large and listed companies.

The Group’s primary lending criterion is the borrower’s repayment ability.  Additionally, emphasis is placed on the quality of collateral,
either in the form of tangible collateral or guarantees.  The majority of the Group’s customers are either private borrowers or small and
medium businesses, utilising a number of different lending products and facilities.

In the area of corporate and commercial lending, periodical sectoral studies are prepared to identify those areas that may present
problems and the target areas for credit expansion.  These studies are also used in the formulation and review of the credit policy.
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44. FINANCIAL RISK MANAGEMENT (continued)

CREDIT RISK (continued)

Credit risk undertaken (continued)

Credit policy (continued) 
In order for the Group to determine its target markets, it takes into account aspects such as macroeconomic indicators, the local banking
system, empirical evidence on the effects of stress scenarios, guidance from the regulator and current mix of the lending portfolio.  Taking
into consideration materiality issues and the local socio-economic environment, the main target markets are summarised and categorised 
based on the following:  (a) economic sector, (b) banking division, (c) country, (d) type of facility, (e) type of security, (f) credit quality, and
(g) currency.  Once the above are identified further detailed analysis is carried out to decide the amount of credit to be granted to each
target market.

Stress tests
Stress testing is used to capture the impact of exceptional but possible scenarios that could have a major impact on a portfolio.  It could be 
generally implemented using one or a combination of the following two concepts: scenario tests (multiple factors) and sensitivity analysis
(single factor). The purpose of stress testing is to assist the Group to assess the impact of a stress scenario on its profitability, loan portfolio 
and capital requirements.

Stress tests are performed on a semi-annual basis or whenever deemed necessary. Each subsidiary of the Group performs its own stress
test, which depends on the particular risks that it faces.

Limits of authority
Credit limits of authority indicate the hierarchy of approving credit facilities to the Group’s customers indicating that the higher the credit
risk involved in the transaction, the higher the level of authority required to approve the transaction.  The structure of the credit limits of
authority is based on: (a) the customer’s creditworthiness, (b) the quality of the collateral/security, (c) the type of facility e.g. advance or
letter of guarantee, (d) the facility duration, and (e) the level of approving authority.

Limits of authority can be divided into two categories:

(a) Front line limits, i.e. limits given to branch and sectoral managers and subsidiary companies.

(b) Head office limits, i.e. limits given to Credit Committee and the Group Executive Committee. 

All limits are usually reviewed on a yearly basis or whenever deemed necessary.  The Risk Management Division may initiate limit changes
based on specific guidelines of the Central Banks of the countries in which the Group operates, with which the Group needs to conform or
with new management policy decisions that need to be adopted.

Rating models
The methods for assessing credit quality vary according to the counterparty type, which falls in one of the following categories:  central 
governments (for buy and hold strategies with respect to bonds), financial institutions, small, medium and large businesses and private
individuals.

In respect of the credit assessment of governments and financial institutions, this is analysed in the subsections “Counterparty banks’ risk”
and “Country risk”.

Private individuals are being assessed by two different internal rating systems, depending on the Group subsidiary in which they belong, as 
well as the availability of data.  The first system is applicable to existing customers and is based on their past credit behaviour and overall
cooperation with the Group.  The second system includes: (a) credit scoring that utilises both demographic factors and other objectively 
defined criteria, such as income and property owned, and (b) a separate credit scorecard for different product types.

For the assessment of small, medium and large businesses, the Group uses both the behavioural rating system, as outlined above, and the 
Moody’s Risk Advisor system, which assesses the financial strength of a business based on both financial and qualitative data, as well as on
the industry sector in which the business operates.

Counterparties are assessed by the internal rating systems on a monthly basis in order to ensure that ratings are up to date with respect to
the risk taken and acts as a warning sign for monitoring purposes.  The ongoing quality evaluation is supported by periodic audits
conducted by both the Risk Management Division and the Internal Audit Division.
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44. FINANCIAL RISK MANAGEMENT (continued)

CREDIT RISK (continued)

Credit risk undertaken (continued)

Rating models (continued)
A counterparty’s credit rating is used during the approval process of new credit facilities and for defining the respective credit limits.  In
addition, it is used for the internal calculation of probabilities of default, as well as for the monitoring of changes in the quality of the
Group’s lending portfolio, with the aim of developing prompt strategic actions in order to minimise any potential increase in the risks
undertaken.

Assessment of new products
As part of monitoring credit risk, the Risk Management Division ensures that the credit risk inherent in new products is identified and
analysed in order to ensure that the Group will comply with the credit risk policy, the procedures of the Group and the directives issued by
the Central Banks of the countries in which the Group operates.  In addition, based on a cost-benefit analysis, the Risk Management
Division assesses the effect of the new product on the Group’s product portfolio and ensures that the credit risk of the portfolio does not
exceed the desired levels.

Customer profitability and risk based pricing
Customer profitability is measured taking into account all income received from a customer and all associated direct and indirect costs. 
Furthermore, the cost of capital and the expected loss are taken into account to derive to the risk adjusted profitability (Economic Value 
Added), which is in turn used to determine the required pricing of advances.  The degree and level of this application varies according to
country and loan portfolio size.

Management of credit risk

Rating models
Rating models have been explained in detail in the previous section.

Monitoring of problematic advances
Problematic credit exposures are identified and monitored at an early stage through the internal rating system, the credit facilities approval 
procedures and controls and lending portfolio evaluation.  These exposures are closely monitored at both the divisional management level 
and at head office level (by the Risk Management Division and the Internal Audit Division).  Action plans and specific targets for
improvement are set in co-operation with the banking units and regular follow up takes place to ensure that timely corrective action is
taken. 

Furthermore, specialised reports analysing and evaluating the credit portfolio and overdue amounts are prepared by the Risk Management
Division and sent to the appropriate Committees and Senior Management of the Group with recommendations for actions.

Reporting
The Risk Management Division is responsible for preparing extensive reporting to the Group Risk Management Committee, the Group 
Executive Committee and the Group Assets and Liabilities Committee on credit risk management issues, including credit risk limits, limits of
authority and results of stress tests.  The Risk Management Division is also responsible for preparing reports on a solo and on a 
consolidated basis for the Central Bank of Cyprus regarding the quality of the lending portfolio and the percentage of accomplishment of
quantitative targets set.

Collateral policy
The collateral policy followed, enables the Group to better manage credit risk and common principles exist for all subsidiaries.  Minor 
differences with regards to the acceptable collaterals exist between Group subsidiaries due to different environments and country specific
rules and culture.

The collateral policy principles determine: (a) the desired cover per collateral type, (b) the types of acceptable collaterals, which vary
depending on the country specific environment, and (c) that periodic revaluations should be performed, either by the credit officers or by
external official valuers. 

The main types of collateral taken by the Group are: (a) mortgages, (b) bank guarantees, (c) cash, (d) shares pledged, and (e) other charges.

Collection

The Risk Management Division is responsible for the early detection of problematic credit exposures through the internal rating system and
for setting criteria for the referral of customers to the specialised Debt Collection Division. 
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CREDIT RISK (continued)

 Concentration risk

Concentration risk is defined as the risk that arises from the uneven distribution of exposures to individual borrowers, specific industry or
economic sectors, geographical regions or product type.

The Group recognises that concentration of exposures in credit portfolios is an important aspect of credit risk.  Concentrated portfolios
imply volatile returns and have to be supported by capital buffers, therefore the effective management and limit setting for this risk are 
fundamentally important.

Concentration of exposures in credit portfolios is an important aspect of credit risk.  It may principally arise from the following types of
imperfect diversification:

� Name concentration, which relates to imperfect diversification risk in the portfolio because of large exposures to a single borrower
or a group of related borrowers. 

� Sector concentration, which relates to imperfect diversification across systematic components of risk, namely sectoral factors
(industry or geographical sectors).

� Collateral concentration, which relates to concentration in respect of individual collateral types.

� Foreign currency concentration, which arises from lending activities in non-domestic currencies.

The Risk Management Division ensures that exposures to individual borrowers, groups, geographical areas and other concentrations do not
become excessive in relation to the Group’s capital base and that are in line with limits set by the Board of Directors.  The Risk Management
Division is also responsible for reporting concentrations of risks to the Group Risk Management Committee, the Group Assets and Liabilities
Committee, the Central Bank of Cyprus and the Central Banks of the countries in which the Group operates.

The monitoring and control of concentration risk is achieved by limit setting (e.g. industry limits) and reporting.

Credit rating of advances

The following table analyses the percentages of advances and the related impairment provision for each internal credit rating category of
the Group.

2010  2009
Provision for Provision for
impairment impairment 

Advances of advances  Advances of advances 
% % % %

Credit rating category:
 Low risk 38 0,35  43 0,36
 Medium risk 47 0,32  46 0,25
 High risk 15 22,95  11 26,76

100 3,70  100 3,13

The provision for impairment of advances percentages disclosed above relate to the cumulative provision for impairment of advances for
each credit rating category as a percentage of the gross advances per credit rating category.
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44. FINANCIAL RISK MANAGEMENT (continued)

CREDIT RISK (continued)

Provision for impairment of advances

The following is an analysis of the total provision for impairment of advances:

Individual Collective
impairment impairment Total

€ ‘000 € ‘000 € ‘000

2010
Balance 1 January 561.984 249.645 811.629
Provision for impairment of advances for the year (Note 11) 242.299 126.540 368.839
Release of provision and recoveries (Note 11) (87.315) (15.378) (102.693)
Advances written-off (44.681) (21.404) (66.085)
Exchange differences 1.650 1.137 2.787

Balance 31 December 673.937 340.540 1.014.477

2009
Balance 1 January 486.153 144.183 630.336
Provision for impairment of advances for the year (Note 11) 190.331 137.135 327.466
Release of provision and recoveries (Note 11) (66.133) (10.766) (76.899)
Advances written-off (43.324) (20.550) (63.874)
Exchange differences (5.043) (357) (5.400)

Balance 31 December 561.984 249.645 811.629

The total amount of non-performing loans amounts to € 2.008.552.000 (2009: € 1.579.975.000).

The following is an analysis of the movement of the provision for impairment of advances by class:

Individual impairment

Corporate entities
Small and  

Large medium
 corporate size

Individuals customers enterprises Total
€ ‘000 € ‘000 € ‘000 € ‘000

2010
Balance 1 January 181.564 119.287 261.133 561.984
Provision for impairment of advances for the year 94.082 51.900 96.317 242.299
Release of provision and recoveries (51.488) (13.168) (22.659) (87.315)
Advances written-off (11.932) (4.051) (28.698) (44.681)
Exchange differences 1.994 (88) (256) 1.650

Balance 31 December 214.220 153.880 305.837 673.937

2009
Balance 1 January 153.311 151.900 180.942 486.153
Provision for impairment of advances for the year 74.600 932 114.799 190.331
Release of provision and recoveries (31.653) (14.065) (20.415) (66.133)
Advances written-off (13.506) (15.144) (14.674) (43.324)
Exchange differences (1.188) (4.336) 481 (5.043)

Balance 31 December 181.564 119.287 261.133 561.984
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CREDIT RISK (continued)

Provision for impairment of advances (continued)

Collective impairment

Corporate entities
Small and  

Large medium
 corporate size

Individuals customers enterprises Total
€ ‘000 € ‘000 € ‘000 € ‘000

2010
Balance 1 January 203.369 30.143 16.133 249.645
Provision for impairment of advances for the year 88.882 26.910 10.748 126.540
Release of provision and recoveries (3.931) (8.939) (2.508) (15.378)
Advances written-off (18.495) (1.889) (1.020) (21.404)
Exchange differences 372 683 82 1.137

Balance 31 December 270.197 46.908 23.435 340.540

2009
Balance 1 January 117.702 15.818 10.663 144.183
Provision for impairment of advances for the year 110.902 19.945 6.288 137.135
Release of provision and recoveries (4.556) (5.430) (780) (10.766)
Advances written-off (20.550) - - (20.550)
Exchange differences (129) (190) (38) (357)

Balance 31 December 203.369 30.143 16.133 249.645

Maximum exposure to credit risk before collateral held or other credit enhancements

The following table presents the Group’s maximum credit risk exposure as at the balance sheet date, without taking into account any
collateral held or other credit enhancements attached.  For on-balance sheet assets, the exposures set out are based on the net carrying
amounts as reported in the balance sheet.

Maximum exposure
2010 2009

€ ‘000 € ‘000 
Credit risk exposures relating to on-balance sheet assets:
 Balances with Central Banks (Note 15) 512.659 1.789.787
 Due from other banks (Note 16) 4.696.112 3.447.128
 Financial assets at fair value through profit or loss:
 Debt securities (Note 18) 37.604 40.994
 Derivative financial instruments with positive fair value (Note 18) 94.619 74.540
 Advances to customers:
 Advances to individuals 8.052.618 7.965.853
 Advances to corporate entities:

 Large corporate customers 9.915.325 9.349.392
 Small and medium size enterprises (SMEs) 8.449.390 7.766.918

 Debt securities lending (Note 21) 3.960.788 3.395.068
 Available-for-sale financial assets – debt securities (Note 22) 1.972.886 3.271.761
 Held-to-maturity financial assets (Note 23) 1.480.046 1.381.330
 Other assets 129.056 431.692

39.301.103 38.914.463

Credit risk exposures relating to off-balance sheet items:
 Acceptances (Note 43) 387.088 96.249
 Guarantees (Note 43) 1.313.082 1.395.483
 Amount of unutilised credit facilities (Note 43) 205.581 186.106

1.905.751 1.677.838

41.206.854 40.592.301
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CREDIT RISK (continued)

Maximum exposure to credit risk before collateral held or other credit enhancements (continued) 

As shown above, 76% of the total maximum exposure is derived from due from other banks and advances to customers (2009: 70%), 5% 
represents available-for-sale financial assets – debt securities (2009: 8%) and 13% represents debt securities measured at amortised cost
(2009: 12%).

The management of the Group is confident in its ability to continue to control and sustain minimal exposure of credit risk to the Group 
resulting from both the advances portfolio and debt securities based on the following:

� 85% of advances portfolio is categorised in the top two rating categories of the internal rating system (2009: 89%).

� 80% of the advances portfolio are assessed to be neither past due nor impaired (2009: 83%).

� € 2.009 m or 7% of advances are assessed to be individually impaired (2009: € 1.580 m or 6%).

Advances

The following table analyses the credit quality of the Group’s advances.

2010  2009
Balances Balances

Due from with Due from with
Advances to other Central  Advances to other Central

customers banks Banks  customers banks Banks
€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000

Neither past due nor impaired 21.918.068 4.696.112 512.659  21.415.285 3.447.128 1.789.787
Past due but not impaired 3.505.190 - -  2.898.532 - -
Impaired 2.008.552 - -  1.579.975 - -

Gross 27.431.810 4.696.112 512.659  25.893.792 3.447.128 1.789.787
Provision for impairment of advances (1.014.477) - -  (811.629) - -

Net  26.417.333 4.696.112 512.659  25.082.163 3.447.128 1.789.787

Analysis of provision for impairment of advances
Individual impairment 673.937 - -  561.984 - -
Collective impairment 340.540 - -  249.645 - -

Total provision for impairment of advances 1.014.477 - -  811.629 - -
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CREDIT RISK (continued)

Advances (continued)

(a) Advances neither past due nor impaired

The following table analyses the Group’s advances classified as neither past due nor impaired, for each credit rating category.

Advances to customers
Corporate entities

Small and    
Large medium Balances

corporate size Due from with Central
Individuals customers enterprises Total other banks Banks

€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000
2010
Credit rating category:
 Low risk 4.352.726 3.212.432 2.577.426 10.142.584 4.650.763 512.659
 Medium risk 1.619.982 5.455.653 4.106.049 11.181.684 45.349 -
 High risk 217.949 37.640 338.211 593.800 - -

6.190.657 8.705.725 7.021.686 21.918.068 4.696.112 512.659

2009
Credit rating category:
 Low risk 4.136.943 3.823.401 2.338.296 10.298.640 3.432.017 1.789.787
 Medium risk 2.175.877 4.555.696 3.874.461 10.606.034 15.111 -
 High risk 138.224 129.370 243.017 510.611 - -

6.451.044 8.508.467 6.455.774 21.415.285 3.447.128 1.789.787

(b) Advances past due but not impaired

Advances less than 90 days past due are not considered impaired unless other information is available to indicate the contrary. 

The following table presents advances which were past due but not impaired as at the balance sheet date by category, as well as 
the fair value of collateral held as security.

 Corporate entities
Small and  

Large medium
 corporate size

Individuals customers enterprises Total
€ ‘000 € ‘000 € ‘000 € ‘000

2010
Past due up to 30 days 620.184 596.296 285.753 1.502.233
Past due 31 to 60 days 306.477 144.400 194.015 644.892
Past due 61 to 90 days 200.585 108.481 107.600 416.666
Past due over 90 days 271.977 245.769 423.653 941.399

Advances past due but not impaired 1.399.223 1.094.946 1.011.021 3.505.190

Fair value of collateral 831.890 758.870 810.665 2.401.425

2009
Past due up to 30 days 535.935 385.456 299.018 1.220.409
Past due 31 to 60 days 285.004 102.997 102.576 490.577
Past due 61 to 90 days 179.586 116.007 186.795 482.388
Past due over 90 days 181.454 158.882 364.822 705.158

Advances past due but not impaired 1.181.979 763.342 953.211 2.898.532

Fair value of collateral 571.562 492.183 660.381 1.724.126

The fair value of collateral is based on valuation techniques commonly used for the corresponding assets, which include reference 
to market prices.
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CREDIT RISK (continued)

Advances (continued)

(c) Advances individually impaired

The following table presents advances which have been individually impaired, as well as the fair value of collateral held as security,
for each category.  Advances included in this table are more than 90 days past due and are classified as non performing.

 Corporate entities
Small and  

Large medium
 corporate size

Individuals customers enterprises Total
€ ‘000 € ‘000 € ‘000 € ‘000

2010
Individually impaired advances 947.156 315.441 745.955 2.008.552

Fair value of collateral 209.509 131.290 318.962 659.761

2009
Individually impaired advances 717.763 227.013 635.199 1.579.975

Fair value of collateral 204.432 115.780 281.590 601.802

The interest income on advances individually impaired amounting to € 83.130.000 for 2010 (2009: € 45.126.000).

 (d) Advances renegotiated

The carrying amount of advances which would have been categorised as past due or impaired and have been renegotiated during
2010 is € 1.267.543.000 (2009: € 800.521.000).

Debt securities

The following table analyses the credit quality of the Group’s debt securities.

Available- Held-to-
 Debt for-sale maturity

Held-for- securities financial financial
trading lending assets assets Total

€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000

2010
Neither past due nor impaired 37.604 3.960.788 1.972.886 1.473.035 7.444.313
Impaired - - - 11.501 11.501

Gross 37.604 3.960.788 1.972.886 1.484.536 7.455.814
Allowance for impairment - - - (4.490) (4.490) 

Net 37.604 3.960.788 1.972.886 1.480.046 7.451.324
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CREDIT RISK (continued)

Debt securities, treasury bills and other eligible bills

The table below presents an analysis of debt securities, treasury bills and other eligible bills by credit rating based on international rating
agency ratings.

Treasury
bills

and other Trading Investment
bills securities securities Total

€ ‘000 € ‘000 € ‘000 € ‘000
2010
AAA 326.275 626 343.040 669.941
AA- to AA+ 176.492 100 517.499 694.091
A- to A+ 258.721 - 879.101 1.137.822
Lower than A- 3.691.343 6.431 1.173.509 4.871.283
Unrated - 1.228 76.959 78.187

4.452.831 8.385 2.990.108 7.451.324

2009
AAA 342.737 1.004 834.592 1.178.333
AA- to AA+ 699.277 10.244 1.011.964 1.721.485
A- to A+ 2.734.408 9.319 1.546.401 4.290.128
Lower than A- 216.368 6.509 625.858 848.735
Unrated - 9.894 40.578 50.472

3.992.790 36.970 4.059.393 8.089.153

Government bonds and treasury bills

Eurozone Other
Cyprus Greece countries countries Total
€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000

2010
Financial assets at fair value through profit or loss – held-for-trading - 29.219 - - 29.219 
Debt securities lending 19.985 2.677.261 - 91.151 2.788.397
Available-for-sale financial assets 154.852 328.501 367.660 74.356 925.369
Held-to-maturity financial assets 96.411 377.909 97.675 137.851 709.846

271.248 3.412.890 465.335 303.358 4.452.831

2009
Financial assets at fair value through profit or loss – held-for-trading - 1.322 - 2.702 4.024
Debt securities lending - 2.156.404 - 82.291 2.238.695
Available-for-sale financial assets 360.510 331.625 167.388 356.959 1.216.482
Held-to-maturity financial assets 245.796 77.868 87.058 122.867 533.589

606.306 2.567.219 254.446 564.819 3.992.790

Repossessed collateral

The table below presents the nature and carrying amount of assets that have been obtained by the Group during the year, either by taking
possession of collateral held as security or by activating other credit enhancements which satisfy the criteria of recognition of other
standards.

2010 2009
€ ‘000 € ‘000

Land 60.196 22.199
Buildings 79.062 37.970
Other 5.799 9.284

145.057 69.453 
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CREDIT RISK (continued)

Concentration of risks of financial assets with credit exposure

(a) Geographical sectors

The table below analyses the Group’s main credit exposures at carrying amount, as categorised by geographical region.  For this 
table, the Group has allocated exposures to regions, based on the country of domicile of the counterparties.

Eurozone CEE Other
Cyprus Greece countries(1) countries(2) countries Total
€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000

On-balance sheet assets:
Balances with Central Banks (Note 15) 71.806 154.644 38.684 206.205 41.320 512.659
Due from other banks (Note 16) 113.224 975.956 2.547.588 252.578 806.766 4.696.112
Financial assets at fair value through profit or loss:
 Debt securities (Note 18) - 29.219 695 - 7.690 37.604
 Derivative financial instruments with
 positive fair value (Note 18) 42 15.313 30.038 31.204 18.022 94.619 
Advances to customers:
 Advances to individuals 2.713.588 4.196.198 44.653 246.702 851.477 8.052.618
 Advances to corporate entities:
 Large corporate customers 3.133.636 3.871.970 250.967 579.543 2.079.209 9.915.325
 Small and medium size enterprises 4.227.101 3.127.668 307.395 342.003 445.223 8.449.390
Debt securities lending (Note 21) 19.810 2.946.951 304.581 38.618 650.828 3.960.788
Available-for-sale financial assets - 
 debt securities (Note 22) 159.439 343.978 869.046 96.475 503.948 1.972.886
Held-to-maturity financial assets (Note 23) 94.476 579.094 487.708 137.850 180.918 1.480.046
Other assets 1.224 78.106 19.345 22.876 7.505 129.056

Total on-balance sheet 10.534.346 16.319.097 4.900.700 1.954.054 5.592.906 39.301.103

Off-balance sheet items:
Acceptances (Note 43) 190.925 125.154 - 71.009 - 387.088
Guarantees (Note 43) 747.965 486.430 14.445 50.949 13.293 1.313.082
Amount of unutilised credit facilities (Note 43) - - 80.528 31.994 93.059 205.581

Total off-balance sheet 938.890 611.584 94.973 153.952 106.352 1.905.751

31 December 2010 11.473.236 16.930.681 4.995.673 2.108.006 5.699.258 41.206.854

31 December 2009 11.002.350 16.839.310 4.975.268 2.099.396 5.675.977 40.592.301

(1) Eurozone countries: Belgium, Germany, Ireland, Greece, Spain, France, Italy, Cyprus, Luxemburg, Malta, The Netherlands, Austria,
Portugal, Slovenia, Slovakia and Finland.

(2) CEE Countries: Estonia, Latvia, Lithuania, Poland, Czech Republic, Hungary, Romania, Croatia, Bosnia-Herzegovina, Serbia, Kosovo, Albania,
Montenegro, Bulgaria, Russia and Ukraine.
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CREDIT RISK (continued)

Concentration of risks of financial assets with credit exposure (continued)

(b) Industry sectors

The table below analyses the Group’s main credit exposures at carrying amount, as categorised by the industry sectors in which
counterparties operate.

Personal,
Property professional

Manu- and and home Financial Other
facturing Tourism Trade construction loans institutions sectors Total

€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000

On-balance sheet assets:
Balances with Central Banks
 (Note 15) - - - - - 509.059 3.600 512.659
Due from other banks
 (Note 16) - - - - - 4.678.967 17.145 4.696.112
Financial assets at fair value 
 through profit or loss:
 Debt securities (Note 18) - 352 - - - 7.244 30.008 37.604
 Derivative financial 
 instruments with positive 
 fair value (Note 18) - - - - - 76.432 18.187 94.619 
Advances to customers:
 Advances to individuals 29.216 64.586 143.104 116.477 7.613.919 412 84.904 8.052.618
 Advances to corporate
 entities:
 Large corporate customers 379.161 371.787 1.079.248 1.759.357 881.304 168.051 5.276.417 9.915.325
 Small and medium size
 enterprises 721.971 832.811 1.955.026 2.709.862 1.115.524 64.187 1.050.009 8.449.390
Debt securities lending
 (Note 21) - - - - - 2.133.001 1.827.787 3.960.788
Available-for-sale financial 
 assets – debt securities
 (Note 22) 28.981 1.306 1.111 865 607 617.560 1.322.456 1.972.886
Held-to-maturity financial 
 assets (Note 23) - 152 826 - 377.614 795.510 305.944 1.480.046
Other assets - - - - - 39.506 89.550 129.056

Total on-balance sheet 1.159.329 1.270.994 3.179.315 4.586.561 9.988.968 9.089.929 10.026.007 39.301.103

Off-balance sheet items:
Acceptances (Note 43) 37.863 2.638 82.497 20.483 78.144 129.063 36.400 387.088
Guarantees (Note 43) 39.860 43.085 107.017 366.328 138.752 27.700 590.340 1.313.082
Amount of unutilised credit
 facilities (Note 43) 9.983 2.243 27.739 49.481 62.461 180 53.494 205.581

Total off-balance sheet 87.706 47.966 217.253 436.292 279.357 156.943 680.234 1.905.751

31 December 2010 1.247.035 1.318.960 3.396.568 5.022.853 10.268.325 9.246.872 10.706.241 41.206.854

31 December 2009 1.223.155 1.096.916 3.315.681 4.774.244 10.179.636 9.389.620 10.613.049 40.592.301
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COUNTERPARTY BANKS’ RISK

The Group runs the risk of loss of funds due to the possibility that a counterparty (i.e. a bank) with which the Group enters into a specific 
transaction, defaults before the final settlement of the transaction.

This risk may include derivative transactions, interbank transactions and capital market transactions. 

As a result of the current financial and fiscal instabilities particularly in the euro area, the Group has restricted the number of financial
institutions with which it has counterparty limits.  Emphasis has been given to counterparty banks that have:

� stable and healthy financial position,

� satisfactory credit rating from global rating agencies, 

� significant position with respect to the market share possessed in the local market,

� satisfactory financial robustness and healthy macroeconomic data of the local economy they operate, and 

� the ability of governments to support the counterparty banks if necessary. 

The Risk Management Division monitors on a daily basis the world financial developments, the financial announcements of counterparty
banks, as well as, the changes of their credit ratings from global rating agencies and acts accordingly.

Roles and responsibilities

The Risk Management Division is responsible for setting prudent and appropriate policies, procedures and common risk methodologies for
controlling, evaluating and measuring all major sources of counterparty bank risk embedded in the Group’s operations.  The Risk
Management Committee and/or the Group Market Risk Committee (GMRC) have the responsibility for approving the limit framework for 
counterparty bank risk, the Group risk profile and the relative risk management strategies, policies and risk methodologies.

Upon approval of limits these are communicated to the respective Treasury location.  For international operations, the responsibility for
monitoring this risk is performed by local Risk Management Units.

Policies and procedures

The Group’s Market Risk Manual describes the principles of managing and controlling counterparty bank risk, sets the responsibilities of the
relevant authorities and describes the procedures of allocating limits and monitoring counterparty risk.  Also, a Market Risk Methodology
Manual exists which describes the methodologies and formulae used to calculate credit risk exposure to counterparties.

Measurement assessment and control

The Bankscope credit risk model is the basis for the Group’s rating system, which sets the maximum allowable Group limits on the basis of a
score derived as a result of assessment of specific quantitative and qualitative criteria.  The total score is multiplied by own funds of the
counterparty in order to calculate the maximum allowable limit.  The analysis of counterparties’ creditworthiness is supplemented by the 
Moody’s credit rating reports as well as reports from other global rating agencies.  In addition, other factors, which are taken into account,
include:

� requirements imposed by regulatory authorities,

� the credit rating of the counterparties and the rating of country of operation,

� the current financial environment and market conditions, and

� other imposed internal controls.
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COUNTERPARTY BANKS’ RISK (continued)

Monitoring and reporting

The Group monitors and controls limits and excesses while it consolidates major exposures on a frequent basis.

Positions against counterparty limits are monitored daily.  The review of the limits per counterparty takes place once a year and if
necessary, these are revised earlier depending on the Group’s strategy and prevailing market conditions, following their approval by the
relevant authorities.

COUNTRY RISK 

Country risk is the risk that the Group may suffer a loss and involves various risks that may be generated at country level as a result of
political or economic events.  These include political risk as well as social upheaval, risk of government default (due to severe deterioration
of macroeconomic conditions), inability of converting local currency to any major currency (convertibility risk) and transferring it out of the 
country (transferability risk due to direct sovereign intervention).

Country risk affects the Group via its international capital markets, interbank transactions and other banking activities.  In addition, the
Group is exposed to country risk through facilities provided to customers for their international operations.

Roles and responsibilities

The Board of Directors, Group Risk Committee and Group Market Risk Committee ensure that any approved business decisions regarding
the Group’s international operations have taken into account country risk considerations and that they are in line with the Group’s strategy
and desired risk profile.  The Risk Management Division and Risk Management Units of subsidiaries are responsible for ensuring that all
required systems are in place in order to measure, report and monitor country risk exposures accurately and promptly.

Policies and procedures

The Group Risk Management Committee has approved the Group Country Risk Policy Manual, which is applicable at Group level and sets 
general standards for the management of country risk, including roles and responsibilities, evaluation of country risk, measurement, 
monitoring and reporting.  This policy, especially the allocation of Group country limits, is currently in the process of updating, in light of the
developments of the financial environment.

 Measurement and control

In light of the economic developments stemming from the current financial and fiscal instabilities in the euro zone, the Group is taking the
necessary measures and revaluates at regular intervals the risk and the limits of each country.  This takes place by taking into account
criteria which focus on the following:

� the degree that the country has been affected by the global macroeconomic backdrop,

� the actions taken and the relative strengths of each country, 

� the support that the country receives from other countries and whether the country belongs to any organisations which will
support it if necessary, 

� the general macroeconomic, social and political environment, and 

� the rating given by international credit rating organisations and relevant reports provided by institutional organisations.

INTEREST RATE RISK

Interest rate risk is defined as the exposure of a bank’s financial condition to adverse movements in interest rates since the financial 
position and the cashflows of the Group are exposed to risk from the effects of the movements of the prevailing market interest rates.

The primary form of interest rate risk for the Group is considered to be the repricing risk, which arises from its banking book and the timing
differences in the maturity (for fixed rate) and repricing date (for floating rate) of assets, liabilities and off-balance sheet positions.  As a 
result of interest rate fluctuations, the changes in the fair value of financial instruments and the interest rate margins may create losses.  A 
secondary source of interest rate risk arises from the Group’s trading and available-for-sale bond portfolios as well as the interest rate
related products.
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INTEREST RATE RISK (continued)

Roles and responsibilities

The Group Risk Management Committee and/or the Group Market Risk Committee approve the interest rate risk strategy, policy and limits.
The maximum loss limits are defined on a Group level and on a subsidiary level.  The allocation of limits to subsidiaries takes place by taking 
into account the size, the experience, the nature of operations, the market nature where they operate, contribution to net income and
interest received, the level of capital and equity and other special features of every subsidiary, as well as, the stress testing scenarios.  The
Group Assets and Liabilities Committee (GALCO) and Group Risk Management Committee (GRMC) review the Group’s interest rate risk
profile.

Policies and procedures

The Group Interest Rate Risk Policy Manual describes the risk management practices and guidelines for effective measurement, 
management and monitoring of interest rate risk. 

Measurement

The main methodologies for measuring, monitoring and managing interest rate risk is the Present Value of a Basis Point methodology
(PVBP) and the Static Repricing Gap methodology in order to assess the interest rate risk exposure of the banking book and trading book.

Interest rate risk exposures are mainly created from the retail and corporate activity and are usually hedged through transactions in
derivative products (mainly interest rate swaps) or in the interbank market.  In addition, there is limited activity in the trading book, with
positions in capital market securities and interest rate futures.

Exposure calculations and associated limit structures are used for monitoring:

� interest rate risk exposure in each currency per predefined time period,

� interest rate risk total exposure in each main currency,

� interest rate risk exposure in all currencies per predefined time period, and

� interest rate risk total exposure in all periods and all currencies.

In addition to the monitoring of interest rate gaps, the Group’s Risk Management Division is also monitoring the sensitivity of the value of
financial assets and liabilities and the net interest income by applying different scenarios of interest rate risk changes.

Approved limits are monitored on a frequent basis and reviewed at least annually and amended whenever necessary according to the
strategy of the Group and the prevailing market conditions, after the approval by the eligible authorities.  Moreover, at regular time
intervals interest rate risk exposure is evaluated by using stress test scenarios at Bank level and at Group level.

The Group also employs the Value at Risk methodology (VaR). Specifically, for assessing the VaR for trading and available-for-sale activities,
the Group uses the variance – covariance methodology at a confidence level of 99% and a holding period of one day.

The VaR is calculated on a daily basis for the Group’s trading portfolio along with the VaR per risk type (i.e. interest rate risk, credit spread
risk, equity risk and foreign currency risk).  The Group also performs back testing in order to verify the predictive power of the VaR model.
Further to the VaR model, the Group performs stress testing on a quarterly basis.  Such stress testing scenarios aim to evaluate gains/losses
that may occur under extreme market conditions.
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44. FINANCIAL RISK MANAGEMENT (continued)

INTEREST RATE RISK (continued)

Measurement (continued)

The table below presents the impact on net interest income and impact on fair value of financial instruments of the Group from significant
movements on interest rates of all currencies that the Group is exposed to.

United
 States Sterling Other

Euro Dollar Pound currencies Total
€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000

2010
Impact on net interest income:
 +200 b.p. in all currencies 82.300 4.400 (600) 3.900 90.000
 -200 b.p. in all currencies (20.600) (200) 100 - (20.700)

Impact on fair value of financial instruments:
 +200 b.p. in all currencies 71.400 (33.800) 4.800 9.400 51.800
 -200 b.p. in all currencies (17.800) 1.700 (1.200) (9.600) (26.900)

2009
Impact on net interest income:
 +200 b.p. in all currencies 161.000 (14.000) 3.500 (16.000) 134.500
 -200 b.p. in all currencies (40.000) 700 (1.000) 9.900 (30.400)

Impact on fair value of financial instruments:
 +200 b.p. in all currencies 110.000 (42.000) 2.000 (6.800) 63.200
 -200 b.p. in all currencies (27.000) 2.100 (500) 7.100 (18.300)

A parallel 200 basis points (2009: 200 basis points) increase in market interest rates across all currencies, applied to the Group’s balance 
sheet banking book as at 31 December, 2010, would result in an increase in yearly net interest income by € 90,0 m (2009: € 134,5 m) and an
increase in the fair value of financial instruments by € 51,8 m (2009: € 63,2 m).  For those currencies where the base interest rate levels
were below 2% (Euro, United States Dollar, Sterling Pound and Japanese Yen) a parallel decrease averaging approximately 1% and varying 
on a case by case basis would result in a decrease in yearly net interest income by € 20,7 m (2009: € 30,4 m) and a decrease in the fair value 
of financial instruments by € 26,9 m (2009: € 18,3 m). For the above sensitivity analysis for those currencies where the base interest rate
was above 2%, a parallel 200 basis points (2009: 200 basis points) decrease was used.   

The following tables summarise the Group’s exposure to interest rate risk.  Included in the tables are the Group’s assets and liabilities at
carrying amounts categorised by contractual repricing date for floating rate items and maturity date for fixed rate items.  The tables also
present the notional amount of interest rate derivatives, which are used to reduce the Group’s exposure to interest rate movement.
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INTEREST RATE RISK (continued)

Measurement (continued)

Over 1 month Over 3 months Over 1 year Non-
Up to but less than but less than but less than Over interest

1 month 3 months 1 year 5 years 5 years bearing Total
€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000

2010
Assets
Cash and balances with Central Banks 512.659 - - - - 200.920 713.579
Due from other banks 4.430.639 249.051 16.388 29 5 - 4.696.112
Financial assets at fair value 
 through profit or loss 45.274 16.731 87 14.028 2.097 151.119 229.336
Advances to customers 17.824.760 4.260.142 2.226.442 1.564.467 541.522 - 26.417.333
Debt securities lending 174.722 1.851.079 138.863 669.222 1.126.902 - 3.960.788
Available-for-sale financial assets 145.270 275.072 115.021 649.128 788.551 305.369 2.278.411
Held-to-maturity financial assets 518.733 498.231 241.590 180.057 41.435 - 1.480.046
Other assets 61.374 717 - - - 634.932 697.023
Investments in associates - - - - - 113.600 113.600
Intangible assets - - - - - 1.634.734 1.634.734
Investment property - - - - - 68.322 68.322 
Property and equipment - - - - - 291.202 291.202

Total assets 23.713.431 7.151.023 2.738.391 3.076.931 2.500.512 3.400.198 42.580.486

Liabilities
Due to other banks 5.549.746 5.055.788 44.020 296 - - 10.649.850
Customer deposits 14.474.951 5.580.589 4.772.665 619.392 60.764 - 25.508.361
Senior debt 6.518 20.420 50.933 399.766 - - 477.637
Loan capital - 1.152.663 - 8.960 106.308 - 1.267.931
Other liabilities 71.190 109 591 254 2.895 675.314 750.353
Retirement benefit obligations - - - - - 284.980 284.980

Total liabilities 20.102.405 11.809.569 4.868.209 1.028.668 169.967 960.294 38.939.112

Net on-balance sheet position 3.611.026 (4.658.546) (2.129.818) 2.048.263 2.330.545

Net notional position of derivative
financial instruments 1.437.759 1.532.643 1.171.495 (2.120.842) (2.021.055)

Net interest sensitivity gap 5.048.785 (3.125.903) (958.323) (72.579) 309.490
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INTEREST RATE RISK (continued)

Measurement (continued)

Over 1 month Over 3 months Over 1 year Non-
Up to but less than but less than but less than Over interest

1 month 3 months 1 year 5 years 5 years bearing Total
€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000

2009
Assets
Cash and balances with Central Banks 1.782.459 4.641 2.687 - - 175.047 1.964.834
Due from other banks 2.448.441 572.371 391.246 10.000 - 25.070 3.447.128
Financial assets at fair value 
 through profit or loss 22.958 17.852 1.094 15.352 1.996 179.183 238.435
Advances to customers 16.664.713 3.974.773 1.893.261 1.602.662 946.754 - 25.082.163
Debt securities lending 155.128 1.800.148 97.783 330.010 1.011.999 - 3.395.068
Available-for-sale financial assets 332.768 717.447 227.595 838.029 1.155.922 293.132 3.564.893
Held-to-maturity financial assets 561.373 454.077 163.688 132.414 69.778 - 1.381.330
Other assets 41.745 54.472 172 12.651 - 533.478 642.518
Investments in associates - - - - - 113.071 113.071
Intangible assets - - - - - 1.646.842 1.646.842
Investment property - - - - - 57.626 57.626
Property and equipment - - - - - 294.455 294.455

Total assets 22.009.585 7.595.781 2.777.526 2.941.118 3.186.449 3.317.904 41.828.363

Liabilities
Due to other banks 4.184.695 1.683.173 4.585.100 - - 17.908 10.470.876
Customer deposits 13.177.754 4.664.829 5.321.098 354.943 44.713 322.439 23.885.776
Senior debt 73.091 915.846 9.100 400.465 - - 1.398.502
Loan capital 175.138 866.953 - 8.410 - - 1.050.501
Other liabilities 14.665 417 237 171 436 992.520 1.008.446
Retirement benefit obligations - - - - - 255.019 255.019

Total liabilities 17.625.343 8.131.218 9.915.535 763.989 45.149 1.587.886 38.069.120

Net on-balance sheet position 4.384.242 (535.437) (7.138.009) 2.177.129 3.141.300

Net notional position of derivative
financial instruments 1.120.626 2.347.064 1.412.909 (2.841.064) (2.039.535)

Net interest sensitivity gap 5.504.868 1.811.627 (5.725.100) (663.935) 1.101.765

A significant part of the interest rate exposure is hedged through interest rate swaps instruments, which part of it is classified as hedge
effective under IFRS 7.
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44. FINANCIAL RISK MANAGEMENT (continued)

CURRENCY RISK

It relates to the risk of fluctuations in the value of future cash flows of financial instruments and assets and liabilities due to changes in
exchange rates.  Currency risk arises from an open position, either overbought or oversold, in a foreign currency, creating an exposure to a 
change in the relevant exchange rate.  This may arise from the holding of financial assets in one currency funded by liabilities in another
currency or from a spot or forward foreign exchange trade or forward exchange derivative.

Roles and responsibilities

The Risk Management Division is responsible for setting prudent and appropriate policies, procedures and common risk methodologies for
controlling, evaluating and measuring currency risk embedded in Group operations.  The Risk Management Committee and/or the Group
Executive Committee have the responsibility to approve the limit framework for currency risk and the relative policies and risk
methodologies.  The Group Assets and Liabilities Committee and Risk Management Committee review the foreign exchange risk profile.

The open currency position is distinguished between Trading activities and Structural, with the latter incorporating the Group’s strategic 
positions in foreign currency (i.e. investment in overseas subsidiaries) along with the equivalent FX transactions performed by the Treasury
division.  Compliance is achieved by entering into the appropriate offsetting positions, in an attempt to maintain its net exposure to each
currency at low levels and within the pre-approved limits.

Policies and procedures

Internal policies and procedures are set so as to take into consideration and adhere to the foreign exchange position limits prescribed by
the Central Bank of Cyprus, overseas regulators as well as the risk apetite of the Group.   

Measurement and control

The Group enters into foreign exchange transactions in order to accommodate customer needs for hedging its own exposure and for 
trading purposes in major currencies.  The Group’s Treasury and overseas Treasuries also enter into spot foreign exchange transactions 
within predefined and approved limits, as well as into derivative products in foreign exchange futures, forwards and options.

The following exposure calculations and associated limit structures are used for monitoring:

� open position by currency – net long/short position of each currency,

� total net short position, and

� maximum loss limits – maximum level of losses resulting from foreign exchange fluctuations on a daily/monthly/yearly basis.

The Group employs the Value at Risk methodology (VaR). Specifically for assessing the VaR, the Group uses the variance-covariance
methodology at a confidence level of 99% and a holding period of one day.

The VaR is calculated on a daily basis for the Group’s trading portfolio, along with the VaR per risk type (i.e. interest rate risk, credit spread
risk, equity risk and foreign currency risk).  The Group also performs back testing exercise in order to verify the predictive power of VaR
model.  Further to the VaR model, the Group performs stress testing on a quarterly basis for FX risk.  Such stress testing scenarios aim to
evaluate gains/losses that may occur under extreme market conditions.

Monitoring and reporting

The maximum potential loss is calculated from the open positions in different currencies by working on stress testing scenarios.  These
scenarios assume extreme fluctuations in all currencies in a way that could adversely affect the Group’s profitability.  The approved limits
are monitored and controlled regularly and reviewed at least annually, but limits may be modified, if necessary, according to the strategy of
the Group and the prevailing market conditions.
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44. FINANCIAL RISK MANAGEMENT (continued)

CURRENCY RISK (continued)

Monitoring and reporting (continued)

The table below represents the Group’s currency risk which stems from open currency positions maintained in several currencies.  The
analysis below assumes possible scenarios of movements considered possible to take place for exchange rates against the Euro.  The
possibility of change for all scenarios below has been assessed based on historic exchange rate movements and empirical estimations.

 Impact on
Change in consolidated
exchange income Impact on

rate statement equity 
% € ‘000 € ‘000

2010
Currency
 United States Dollar 5 (1.587) (2.018)
 Sterling Pound 5 128 111
 Australian Dollar 5 (361) 550
 Ukrainian Hryvnia 10 4.621 8.358
 Romanian Lei 10 82 3.776
 Russian Roubles 10 164 3.115
 Serbian Dinar 10 1.504 8.468
 Other 10 1.730 (192)

Currency
 United States Dollar (5) 1.587 2.018
 Sterling Pound (5) (128) (111)
 Australian Dollar (5) 361 (550)
 Ukrainian Hryvnia (10) (4.621) (8.358)
 Romanian Lei (10) (82) (3.776)
 Russian Roubles (10) (164) (3.115)
 Serbian Dinar (10) (1.504) (8.468)
 Other (10) (1.730) 192

2009
Currency
 United States Dollar 5 (814) 368
 Sterling Pound 5 (9) 31
Australian Dollar 5 (10) (2.421)

 Ukrainian Hryvnia 10 - (1.448)
 Romanian Lei 10 486 (7.686)
 Russian Roubles 10 20 (3.433)
 Serbian Dinar 10 1.297 699
 Other 10 (512) 2.334

Currency
 United States Dollar (5) 814 (368)
 Sterling Pound (5) 9 (31)
 Australian Dollar (5) 10 2.421
 Ukrainian Hryvnia (10) - 1.448
 Romanian Lei (10) (486) 7.686
 Russian Roubles (10) (20) 3.433
 Serbian Dinar (10) (1.297) (699)
 Other (10) 512 (2.334)

The following table summarises the Group’s exposure to currency risk.  Included in the table are the Group’s assets and liabilities at carrying
amounts, categorised by currency.  The table also presents the notional amount of foreign exchange derivatives, which are used to reduce
the Group’s exposure to currency movements, categorised by currency.
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CURRENCY RISK (continued)

Monitoring and reporting (continued)

 United States Sterling Australian Other
Euro Dollar Pound Dollar currencies Total

2010 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000
Assets
Cash and balances with Central Banks 510.209 17.376 38.115 9.693 138.186 713.579
Due from other banks 1.560.153 2.833.334 25.700 85.684 191.241 4.696.112
Financial assets at fair value through profit or loss 122.082 98.988 6.881 294 1.091 229.336
Advances to customers 20.641.270 2.575.566 925.179 590.031 1.685.287 26.417.333
Debt securities lending 3.806.879 153.909 - - - 3.960.788
Available-for-sale financial assets 1.822.995 422.715 25.903 - 6.798 2.278.411
Held-to-maturity financial assets 1.249.547 19.108 - 103.981 107.410 1.480.046
Other assets 607.425 9.162 3.018 1.249 76.169 697.023
Investments in associates 111.464 2.136 - - - 113.600
Intangible assets 1.631.040 - 513 508 2.673 1.634.734
Investment property 62.962 - - - 5.360 68.322
Property and equipment 252.017 - 9.196 2.491 27.498 291.202

Total assets 32.378.043 6.132.294 1.034.505 793.931 2.241.713 42.580.486

Liabilities
Due to other banks 10.209.969 226.464 141.350 52.827 19.240 10.649.850
Customer deposits 17.461.987 5.425.585 998.567 838.118 784.104 25.508.361
Senior debt 449.986 17.756 - - 9.895 477.637
Loan capital 1.213.597 54.334 - - - 1.267.931
Other liabilities 667.969 33.312 14.197 3.641 31.234 750.353
Retirement benefit obligations 283.526 - 1.454 - - 284.980

30.287.034 5.757.451 1.155.568 894.586 844.473 38.939.112
Non-controlling interests 85.821 - - - 20.042 105.863
Equity 3.568.782 (142) 14.036 31.895 (79.060) 3.535.511

Total liabilities and equity 33.941.637 5.757.309 1.169.604 926.481 785.455 42.580.486

Net on-balance sheet position (1.563.594) 374.985 (135.099) (132.550) 1.456.258
Net notional position of derivative
financial instruments 1.355.415 (415.335) 137.327 143.548 (1.220.955)

Net currency position (208.179) (40.350) 2.228 10.998 235.303

Off-balance sheet items:
Acceptances 380.915 890 4.397 - 886 387.088
Guarantees 1.221.415 49.899 11.672 10.651 19.445 1.313.082
Amount of unutilised credit facilities 83.114 650 45.120 47.946 28.751 205.581

Total off-balance sheet 1.685.444 51.439 61.189 58.597 49.082 1.905.751

2009
Total assets 33.001.265 5.209.465 1.363.410 616.424 1.637.799 41.828.363
Total liabilities and equity 33.730.820 5.265.774 1.230.959 791.207 809.603 41.828.363

Net on-balance sheet position (729.555) (56.309) 132.451 (174.783) 828.196
Net notional position of derivative
financial instruments 865.344 63.678 (131.832) 126.353 (923.543)

Net currency position 135.789 7.369 619 (48.430) (95.347)

Off-balance sheet items:
Acceptances 87.103 2.504 1.180 - 5.462 96.249
Guarantees 1.284.058 40.735 13.908 9.353 47.429 1.395.483
Amount of unutilised credit facilities 97.722 1.163 27.432 28.152 31.637 186.106

Total off-balance sheet 1.468.883 44.402 42.520 37.505 84.528 1.677.838
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RISK FROM CHANGES IN THE PRICES OF EQUITY SECURITIES AND OTHER FINANCIAL ASSETS

Equity risk is the risk which relates to the potential loss which may occur from adverse changes in the prices of equity securities and other
financial assets prices owned by the Group, depending on the purpose of acquisition the investments are classified in the appropriate
portfolio.  The Group Risk Management Committee, the Group Market Risk Committee and the Group Assets and Liabilities Committee
receive information for monitoring this risk.  The Group uses VaR methodology and position limits to monitor this specific risk. 

For the equity securities that are measured at fair value through profit or loss, a change in the price affects the profit of the Group, whereas
for the equity securities classified as available-for-sale, a change in the price affects the equity of the Group.  The Group periodically holds a 
portfolio of equity derivatives which primarily serves as a mechanism to hedge the equity risk.  The table below indicates how the profit
before tax and equity before tax of the Group will be affected from a change in the price of the equity securities held.

Available-for-sale Held-for-trading
Designated at fair value through 

profit or loss at inception 
Change Change Change

in index or Impact in index or Impact in index or Impact
 underlying on equity  underlying on profit  underlying on profit
 variables before  variables before  variables before

Position for unlisted tax Position for unlisted tax Position for unlisted tax
€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000

2010
Equity securities
and funds

Listed on the Cyprus 
 Stock Exchange 18.388 25% 4.597 380 25% 95 - - -
Listed on 
 Athens Exchange 122.564 25% 30.641 12.477 25% 3.119 - - -
Listed on other
 Stock Exchanges 20.378 15% 3.057 - - - - - -
Not listed 144.195 30% 43.258 1.224 30% 367 83.032 30% 24.910

Total 305.525 81.553 14.081 3.581 83.032 24.910

2009
Equity securities
 and funds
Listed on the Cyprus 
 Stock Exchange 14.220 25% 3.555 2.335 25% 584 - - -
Listed on
 Athens Exchange 99.306 25% 24.827 36.423 25% 9.106 - - -
Listed on other
Stock Exchanges 8.012 15% 1.202 625 15% 94 - - -

Not listed 171.594 30% 51.478 1.356 30% 407 82.162 30% 24.649

Total  293.132 81.062 40.739 10.191 82.162 24.649

The Group is not exposed to commodities price risk.
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LIQUIDITY RISK

Liquidity risk is the risk that the Group either does not have sufficient financial resources available to meet its obligations as they fall due, or
can secure them only at excessive cost.  Such risk involves both the risk of unexpected increases in the cost of funding and the risk of being
unable to liquidate a position in a timely manner on reasonable terms.  Liquidity risk arises from potential mismatches in the timing of cash
flows (i.e. the payment obligations to the incoming payments). 

A substantial portion of the Group’s assets is funded by customer deposits, covered bonds, securitised assets and utilised European Central 
Bank repurchase agreements.  Savings and sight deposits cover immediate cash needs while long-term investment needs are usually
covered by the issue of loan capital, senior debt and time deposits. The Group monitors on a regular basis the levels of short and long term
deposits so that these are maintained at comfortable levels as they consist the main funding source of the Group.  The Group aims to
achieve good long-term relationships of trust with its customers through competitive and transparent pricing strategies.  Although certain 
deposits may be withdrawn on demand with no notice in advance, the large diversification by number and type of depositors helps to
protect against unexpected fluctuations and constitutes a stable deposit base.

The Group, through Group Treasury wholesale funding desk, has in place a funding program to diversify its financing sources and prolong 
the maturity profile of its liabilities.  Based on the prevailing market conditions and most efficient pricing, the Group is assessing the
possibility to issue senior debt, loan capital, covered bonds and securitised assets.  Finally, the Group maintains a portfolio of high quality
liquid assets diversified by currency and maturity, held to enable the Group to respond quickly and smoothly to unforeseen liquidity
requirements.

Roles and responsibilities

The Board of Directors, the Group Risk Management Committee and the Group Market Risk Committee are responsible for the following:

� approve the Group’s Liquidity Policy Manual,

� allocate to the appropriate senior managers the authority and responsibility to manage liquidity risk,

� monitor the liquidity profile of the Group as well as any material changes in current or future liquidity profile, and

� review the contingency plans of the Group.

The members of the GALCO and Senior Management ensure that liquidity is effectively managed and that the appropriate liquidity
strategies are formulated.  Day-to-day liquidity management is performed by the local Treasuries.  Medium term and long term liquidity
management strategies of the Group are determined by the Group’s Treasury and the respective actions are approved by the GALCO
and/or the Group Executive Committee.

Policies and procedures

The Group Liquidity Management Policy Manual documents the policies and principles for the management of liquidity risk.

Measurement and control

The Group manages to control the risk through a developed liquidity management structure comprising a diverse range of controls, 
procedures and limits.  In this way, the Group complies with liquidity ratios set by banking regulators, as well as with internal limits.

The main liquidity ratios calculated by the Bank and by each subsidiary of the Group are the following:

� maturity mismatches between maturing assets and liabilities for time periods of up to one month (usually 0 – 7 days and 0 – 1
month), and 

� ratio of liquid assets over borrowed funds.
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LIQUIDITY RISK (continued)

Measurement and control (continued)

Other criteria used to assess the liquidity profile are the following:

� liquid assets to total assets,

� advances to retail deposits,

� concentration risk on largest retail and interbank depositors,

� ability to access wholesale and interbank markets,

� assessment of the liquidity of capital markets investments and other liquid financial assets, 

� ECB and third party repo funding, and 

� the level of off-balance sheet liabilities.

In addition to the above, the liquidity status of the Group is assessed, using several different stress testing scenarios, i.e. the case where 
large part of deposits are withdrawn, the case where interbank borrowings are not renewed and the unsuccessful attempt to liquidate
financial assets. 

Monitoring and reporting

The Group Executive Committee, the Group Risk Management Committee and the Group Assets and Liabilities Committee receive regular
reporting as to the liquidity position of the Group by the Risk Management Division.

The Group performs stress test scenarios on liquidity risk, while there are appropriate contingency plans in place.

Non-derivative cash flows

The following liquidity tables analyse the financial assets and financial liabilities of the Group into relevant maturity groupings based on the
remaining period from the balance sheet date to the contractual maturity date with exemption in some cases where behaviouralisations
have been taken into account (i.e. all eligible with European Central Bank pledged assets are considered liquid and placed at the “Within 1
month” maturity period).  The amounts disclosed in the tables are the contractual undiscounted cash flows and hence differ from the
carrying amounts disclosed on the consolidated balance sheet.
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LIQUIDITY RISK (continued)

Non-derivative cash flows (continued) 

Over 1 month Over 3 months Over 1
Within but less than but less than but less than Over

1 month 3 months 1 year 5 years 5 years Total
€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000

2010
Financial assets
Cash and balances with Central Banks 705.973 - - - 8.639 714.612
Due from other banks 4.248.664 242.193 119.811 96.537 53 4.707.258
Financial assets at fair value through profit or loss 88.374 91.056 14.614 21.644 13.648 229.336
Advances to customers 5.848.958 882.244 2.059.672 8.608.536 16.252.694 33.652.104
Debt securities lending 1.459.638 1.233.945 142.878 1.166.252 809.438 4.812.151
Available-for-sale financial assets 654.863 179.484 110.755 658.561 949.584 2.553.247
Held-to-maturity financial assets 898.805 344.936 108.251 196.067 490.264 2.038.323

13.905.275 2.973.858 2.555.981 10.747.597 18.524.320 48.707.031

Financial liabilities
Due to other banks 5.512.629 4.992.108 82.793 6.653 110.886 10.705.069
Customer deposits 14.293.605 5.469.808 5.428.355 363.010 138.261 25.693.039
Senior debt 7.921 57.437 14.716 433.909 - 513.983
Loan capital 2.920 10.078 446.368 872.215 133.319 1.464.900

19.817.075 10.529.431 5.972.232 1.675.787 382.466 38.376.991

Off-balance sheet items:
Acceptances 387.088 - - - - 387.088
Guarantees 1.313.082 - - - - 1.313.082
Amount of unutilised credit facilities 205.581 - - - - 205.581

1.905.751 - - - - 1.905.751

2009
Financial assets
Cash and balances with Central Banks 1.951.457 4.804 6.118 - 7.326 1.969.705
Due from other banks 2.141.909 597.284 553.060 160.265 47 3.452.565
Financial assets at fair value through profit or loss 79.516 85.864 32.071 38.013 8.145 243.609
Advances to customers 5.754.736 738.238 2.128.834 7.807.390 14.577.015 31.006.213
Debt securities lending 369.946 39.588 1.868.887 759.652 981.334 4.019.407
Available-for-sale financial assets 694.180 447.393 1.030.492 962.367 1.015.337 4.149.769
Held-to-maturity financial assets 203.468 409.223 655.797 103.574 108.963 1.481.025

11.195.212 2.322.394 6.275.259 9.831.261 16.698.167 46.322.293

Financial liabilities
Due to other banks 3.305.192 1.360.145 5.761.004 2.237 102.649 10.531.227
Customer deposits 12.876.600 5.287.652 5.456.715 306.014 107.466 24.034.447
Senior debt 2.007 17.254 939.462 498.698 - 1.457.421
Loan capital 1.814 7.117 21.598 981.552 175.138 1.187.219

16.185.613 6.672.168 12.178.779 1.788.501 385.253 37.210.314

Off-balance sheet items:
Acceptances 96.249 - - - - 96.249
Guarantees 1.395.483 - - - - 1.395.483
Amount of unutilised credit facilities 186.106 - - - - 186.106

1.677.838 - - - - 1.677.838
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LIQUIDITY RISK (continued)

Non-derivative cash flows (continued) 

Assets available to meet all of the liabilities and to cover outstanding loan commitments include cash and balances with Central Banks, 
treasury and other eligible bills, due from other banks and advances to customers.  The Group would also be able to meet unexpected net 
cash outflows by selling securities and accessing additional funding sources.

Derivative cash flows

The following liquidity tables analyse the cash flows arising from the Group’s derivative financial liabilities into relevant maturity groupings
based on the remaining period from the balance sheet date to the contractual maturity date.  The amounts disclosed in the tables are
contractual undiscounted cash flows and hence differ from the carrying amounts included in the consolidated balance sheet.

(a) Derivatives settled on a net basis

Over 1 month Over 3 months Over 1 year
Within but less than but less than but less than Over

1 month 3 months 1 year 5 years 5 years Total
€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000

2010
Derivatives held for trading:
 Foreign exchange derivatives (42) (37) 74 - - (5)
 Interest rate derivatives 45 (5.683) 1.886 (6.940) (156) (10.848)

3 (5.720) 1.960 (6.940) (156) (10.853)

Derivatives held for hedging:
 Interest rate derivatives 180 (4.245) (6.928) (14.372) 1.519 (23.846)

183 (9.965) (4.968) (21.312) 1.363 (34.699)

2009
Derivatives held for trading:
 Foreign exchange derivatives (115) (2.740) (115) (11) - (2.981)
 Interest rate derivatives (33) (1.791) (4.519) (8.603) (901) (15.847)

(148) (4.531) (4.634) (8.614) (901) (18.828)

Derivatives held for hedging:
 Interest rate derivatives (96) (208) (675) (1.447) (376) (2.802)

(244) (4.739) (5.309) (10.061) (1.277) (21.630)
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LIQUIDITY RISK (continued)

Derivative cash flows (continued)

(b) Derivatives settled on a gross basis

Over 1 month Over 3 months Over 1 year
Within but less than but less than but less than Over

1 month 3 months 1 year 5 years 5 years Total
€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000

2010
Derivatives held for trading:
 Foreign exchange derivatives
 Outflow (1.795.210) (818.780) (233.484) (81.994) - (2.929.468)
 Inflow 1.774.473 801.953 225.766 77.316 - 2.879.508

 Interest rate derivatives 
 Outflow (907) (8.463) (4.206) (53.852) (125.560) (192.988)
 Inflow 140 6.641 1.366 73.099 210.632 291.878

Derivatives held for hedging:
 Foreign exchange derivatives
 Outflow (9.866) - - - - (9.866) 
 Inflow 9.821 - - - - 9.821

 Interest rate derivatives 
 Outflow (7.124) (27.293) (87.426) (301.849) (150.466) (574.158)
 Inflow 5.107 9.238 35.369 195.255 142.301 387.270

Total outflow (1.813.107) (854.536) (325.116) (437.695) (276.026) (3.706.480)

Total inflow 1.789.541 817.832 262.501 345.670 352.933 3.568.477

2009
Derivatives held for trading:
 Foreign exchange derivatives
 Outflow (380.565) (235.874) (130.596) (304.198) - (1.051.233)
 Inflow 380.917 234.442 131.087 303.750 - 1.050.196

 Interest rate derivatives 
 Outflow (742) (1.709) (13.017) (119.853) (339.727) (475.048)
 Inflow 776 1.839 14.334 132.286 373.050 522.285

Derivatives held for hedging:
 Foreign exchange derivatives
 Outflow (3.105) - - - - (3.105)
 Inflow 3.098 - - - - 3.098

 Interest rate derivatives 
 Outflow (11.243) (41.342) (154.541) (429.369) (234.605) (871.100)
 Inflow 5.326 16.195 73.388 335.581 236.729 667.219

Total outflow (395.655) (278.925) (298.154) (853.420) (574.332) (2.400.486)

Total inflow 390.117 252.476 218.809 771.617 609.779 2.242.798
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FAIR VALUE OF ASSETS AND LIABILITIES

Fair value represents the amount at which an asset could be exchanged, or a liability settled, in an arm’s length transaction.  Differences
can therefore arise between carrying values and fair values.  The definition of fair value assumes that the Group is a going concern without
any intention or requirement to curtail materially the scale of its operations or to undertake a transaction on adverse terms.  Generally 
accepted methods of determining fair value include reference to quoted market prices or to prices prevailing for similar financial
instruments.

With reference to the above, the carrying value of the Group’s assets and liabilities is not materially different from their fair value with the 
exception of held-to-maturity financial assets and debt securities lending.

(a) Due from/to other banks
Due from/to other banks include inter-bank placements and items in the course of collection.  The fair value of floating as well as
fixed rate placements closely approximates their carrying value since their average maturity is approximately one month.

(b) Advances to customers
Advances to customers are presented net of provisions for impairment.  The vast majority of advances earns interest at floating
rates and hence their fair value approximates carrying value.

(c) Held-to-maturity financial assets
The fair value of held-to-maturity financial assets amounts to € 1.437.938.000 (2009: € 1.347.058.000).  Fair value for held-to-
maturity financial assets is based on market prices or broker/dealer price quotations.  Where this information is not available, fair
value has been estimated using quoted market prices for securities with similar credit, maturity and yield characteristics. 

(d) Debt securities lending
The fair value of debt securities lending amounts to € 3.195.073.000 (2009: € 3.075.638.000).  Fair value for debt securities lending
is based on market prices or broker/dealer price quotations.  Where this information is not available, fair value has been estimated
using quoted market prices for securities with similar credit, maturity and yield characteristics.

(e) Customer deposits
The estimated fair value of deposits with no stated maturity, which includes non-interest-bearing deposits, is the amount repayable
on demand.  The estimated fair value of fixed as well as floating interest-bearing deposits closely approximates their carrying value
since their average maturity is less than one year.

(f) Senior debt
The fair value of senior debt is disclosed in Note 32.

(g) Loan capital
The fair value of loan capital is disclosed in Note 33.
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FAIR VALUE OF ASSETS AND LIABILITIES (continued)

Fair value of financial instruments in levels

The Group uses 3 Levels for determining and disclosing fair value:  (a)  Level 1, where valuation takes place using quoted prices in active
markets; (b)  Level 2, where valuation takes place using models for which all inputs which have a significant effect on fair value are market
observable; and (c)  Level 3, where valuation takes place using models for which inputs with a significant effect on fair value are not based
on observable market data.

The tables below present financial instruments recorded at fair value according to the above 3 Levels of valuation.

Level 1 Level 2 Level 3 Total
€ ‘000 € ‘000 € ‘000 € ‘000

2010
Financial assets

Financial assets at fair value through profit or loss
 Held-for-trading
 Debt 33.886 3.718 - 37.604
 Equity 14.081 - - 14.081
 Derivative financial instruments 6.015 88.604 - 94.619

 Designated at fair value through profit or loss at inception
 Equity - 83.032 - 83.032

Available-for-sale financial assets
 Debt 1.717.111 255.709 66 1.972.886
 Equity 86.437 148.818 70.270 305.525

Other assets
 Hedging derivative financial instruments with positive fair value - 12.412 - 12.412

1.857.530 592.293 70.336 2.520.159

Financial liabilities

Other liabilities
 Trading derivative financial instruments with negative fair value 8.061 99.633 - 107.694
 Hedging derivative financial instruments with negative fair value - 172.817 - 172.817

8.061 272.450 - 280.511
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FAIR VALUE OF ASSETS AND LIABILITIES (continued)

Fair value of financial instruments in levels (continued)

Level 1 Level 2 Level 3 Total
€ ‘000 € ‘000 € ‘000 € ‘000

2009
Financial assets

Financial assets at fair value through profit or loss
 Held-for-trading
 Debt 24.559 16.435 - 40.994 
 Equity 40.739 - - 40.739
 Derivative financial instruments 28.167 46.373 - 74.540

 Designated at fair value through profit or loss at inception:
 Equity - 82.162 - 82.162

Available-for-sale financial assets
 Debt 2.814.691 457.004 66 3.271.761
 Equity 58.215 132.143 102.774 293.132

Other assets
 Hedging derivative financial instruments with positive fair value - 7.984 - 7.984

2.966.371 742.101 102.840 3.811.312

Financial liabilities

Other liabilities
 Trading derivative financial instruments with negative fair value 25.041 46.426 - 71.467
 Hedging derivative financial instruments with negative fair value - 178.453 - 178.453

25.041 224.879 - 249.920

The movement in Level 3 financial instruments which are measured at fair value is presented below:
Available-for-sale

financial assets
Debt Equity

€ ‘000 € ‘000

2010
Balance 1 January 66 102.774
Total gains or losses: 
 Consolidated income statement - (1.580) 
 Other comprehensive income - (35.118)
Purchases - 7.032
Disposals - (2.838) 

Balance 31 December 66 70.270

2009
Balance 1 January 1.019 123.460
Total gains or losses:
 Consolidated income statement (905) (1.314)
 Other comprehensive income - (20.304)
Purchases - 2.269
Disposals (48) (1.337)

Balance 31 December 66 102.774
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FAIR VALUE OF ASSETS AND LIABILITIES (continued)

Sensitivity analysis of Level 3 items

Reflected in consolidated
income statement Reflected in equity

Favourable Unfavourable Favourable Unfavourable
changes changes  changes changes

€ ‘000 € ‘000 € ‘000 € ‘000
2010
Available-for-sale financial assets - 805  17.153 16.187

2009
Available-for-sale financial assets 1.158 1.412 25.510 23.799

Favourable changes reflect the positive changes/impacts that relate to the security and that may take place and result in the increase of the 
value of the security.  On the other hand, unfavourable changes reflect the negative changes/impacts that relate to the security and that
may take place and result in the decrease of the value of the security.

 CAPITAL MANAGEMENT

The Group’s objectives when managing capital are:

� to comply with the regulatory and business environment in which the Group operates,

� to safeguard the Group’s ability to continue as a going concern so that it can continue to provide returns for its shareholders and 
benefits to other stakeholders, and 

� to maintain a strong capital base and healthy rates to support the development of its business.

The capital adequacy of the Group is monitored based on the Directive for the Computation of Capital Requirements and Large Exposures
(“Directive”) issued by the Central Bank of Cyprus.

The Central Bank of Cyprus supervises the Group on a consolidated basis.  In addition, the overseas subsidiaries are supervised by the local 
regulators. 

The Central Bank of Cyprus, under Pillar I, requires a minimum capital adequacy ratio of 8%.  The Central Bank of Cyprus may impose
additional capital requirements for risks not covered under Pillar I.

The table below summarises the composition of regulatory capital and the capital adequacy ratio of the Group for the years ended 31
December, 2010 and 2009 as they were submitted to the Central Bank of Cyprus.  During these two years, the individual entities within the
Group and the Group complied with all of the externally imposed capital requirements to which they were subject.

140



ANNUAL REPORT 10

NOTES TO THE CONSOLIDATED

FINANCIAL STATEMENTS

44. FINANCIAL RISK MANAGEMENT (continued)

 CAPITAL MANAGEMENT (continued)

2010 2009
€ ‘000 € ‘000 

Tier I capital
Share capital 834.799 720.930
Share premium 2.252.897 2.179.146
Retained earnings (net of foreseeable dividends) 699.027 784.171
Non-controlling interests 105.863 123.321
Capital securities 737.753 350.757
Less:  Goodwill and other intangibles and prudential filters (1.862.981) (1.819.944)
 50% of investments in non-banking subsidiaries and investments in 

 companies in the financial sector that exceed 10% of their capital (14.636) (19.449)

Total qualifying Tier I capital 2.752.722 2.318.932

Tier II capital
Qualifying subordinated loan capital 528.269 699.744
Revaluation reserves and prudential filters 55.183 53.765 
Less:  50% of investments in non-banking subsidiaries and investments in

 companies in the financial sector that exceed 10% of their capital (14.636) (19.449)

Total qualifying Tier II capital 568.816 734.060

Less:  Investments in insurance undertakings (103.402) (97.024)

Total regulatory capital 3.218.136 2.955.968

Total risk-weighted assets 27.627.390 25.621.603

Capital adequacy ratio 11,6% 11,5%

The Group’s total regulatory capital is divided into Tier I and Tier II capital.

� Tier I capital mostly comprises share capital (net of the book value of any treasury shares), share premium, retained earnings net of
foreseeable dividends and non-controlling interests.  The book value of goodwill and other intangibles is deducted in arriving at 
Tier I capital.

� Tier II capital mostly comprises qualifying subordinated loan capital and unrealised gains arising on the fair valuation of property 
and available-for-sale financial assets.

Investments in non-banking subsidiary companies and investments in companies in the financial sector that exceed 10% of their capital are 
equally deducted from the Tier I and Tier II capital.  Investments in insurance undertakings are deducted from the total Tier I and Tier II
capital to arrive at the regulatory capital. 

Risk-weighted assets for credit and market risk are calculated using the standardised approach.  For operational risk the capital
requirements are calculated in accordance with the Basic Indicator approach.

The increase of regulatory capital during 2010 is mainly attributable to the current year profit and the capital increase following the 2010 
Capital Securities issue net of the losses on revaluation of available-for-sale investments.
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The accounting policies for financial instruments have been applied to the line items below:

Assets at
Loans fair value Derivatives Available- Held-to-

and through used for for-sale maturity
receivables profit or loss hedging assets assets Total

€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000
2010
Financial assets as per consolidated balance sheet
Cash and balances with Central Banks 713.579 - - - - 713.579
Due from other banks 4.696.112 - - - - 4.696.112
Financial assets at fair value through profit or loss - 229.336 - - - 229.336
Advances to customers 26.417.333 - - - - 26.417.333
Debt securities lending 3.960.788 - - - - 3.960.788
Available-for-sale financial assets - - - 2.278.411 - 2.278.411
Held-to-maturity financial assets - - - - 1.480.046 1.480.046
Other assets 116.644 - 12.412 - - 129.056

35.904.456 229.336 12.412 2.278.411 1.480.046 39.904.661

Derivative liabilities Derivatives Other financial 
at fair value through used for liabilities

profit or loss hedging  at amortised cost Total
€ ‘000 € ‘000 € ‘000 € ‘000

2010
Financial liabilities as per consolidated balance sheet
Due to other banks - - 10.649.850 10.649.850
Customer deposits - - 25.508.361 25.508.361
Senior debt - - 477.637 477.637
Loan capital - - 1.267.931 1.267.931
Other liabilities 107.694 172.817 - 280.511

107.694 172.817 37.903.779 38.184.290

Assets at
Loans fair value Derivatives Available- Held-to-

and through used for for-sale maturity
receivables profit or loss hedging assets assets Total

€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000
2009
Financial assets as per consolidated balance sheet
Cash and balances with Central Banks 1.964.834 - - - - 1.964.834
Due from other banks 3.447.128 - - - - 3.447.128
Financial assets at fair value through profit or loss - 238.435 - - - 238.435
Advances to customers 25.082.163 - - - - 25.082.163
Debt securities lending 3.395.068 - - - - 3.395.068
Available-for-sale financial assets - - - 3.564.893 - 3.564.893
Held-to-maturity financial assets - - - - 1.381.330 1.381.330
Other assets 423.708 - 7.984 - - 431.692

34.312.901 238.435 7.984 3.564.893 1.381.330 39.505.543

Derivative liabilities Derivatives Other financial 
at fair value through used for liabilities

profit or loss hedging  at amortised cost Total
€ ‘000 € ‘000 € ‘000 € ‘000

2009
Financial liabilities as per consolidated balance sheet
Due to other banks - - 10.470.876 10.470.876
Customer deposits - - 23.885.776 23.885.776
Senior debt - - 1.398.502 1.398.502
Loan capital - - 1.050.501 1.050.501
Other liabilities 71.467 178.453 - 249.920

71.467 178.453 36.805.655 37.055.575
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46. DIRECTORS’ INTEREST IN THE SHARE CAPITAL OF THE BANK

The beneficial interest in the Bank’s share capital owned by members of the Board of Directors, directly or indirectly, is as follows:

Beneficial interest Beneficial interest
at 31 December, 2010 24 March, 2011

Platon E. Lanitis 4,57% 4,59%
Vassilis Theocharakis 2,40% 1,66%
Andreas Vgenopoulos 0,51% 0,50%
Eleftherios Hiliadakis 0,05% 0,05%
Efthimios Bouloutas 0,05% 0,05%
Constantinos Mylonas 0,03% 0,03%
Christos Stylianides 0,01% 0,01%
Neoclis Lysandrou 0,01% 0,01%

The percentages are based on the total issued share capital.

47. SHAREHOLDERS WITH MORE THAN 5% OF SHARE CAPITAL

Shareholding at Shareholding at
31 December, 2010 24 March, 2011

Dubai Financial Limited Liability Company 18,69% 18,69%
Marfin Investment Group Holdings S.A. 9,49% 9,49%

The percentages are based on the total issued share capital.

48. RELATED PARTY TRANSACTIONS

Transactions with key management personnel 

2010 2009 2010 2009
Number of Number of € ‘000 € ‘000

Directors Directors
Advances to Directors and their connected persons:
 More than 1% of the net assets of the Group 2 2 323.610 307.732
 Less than 1% of the net assets of the Group 12 11 12.721 9.073

14 13 336.331 316.805

Advances to other key management personnel and their connected persons 12.653 12.926 

Total advances 348.984 329.731

Commitments for guarantees and letters of credit:

Guarantees to Directors and their connected persons:
 More than 1% of the net assets of the Group 39.420 38.418 
 Less than 1% of the net assets of the Group 1 -

Total guarantees 39.421 38.418

Letters of credit to Directors and their connected persons:
 More than 1% of the net assets of the Group 2.898 9

Total letters of credit 2.898 9

Total advances and commitments 391.303 368.158

Tangible securities 426.975 406.041

Interest income 14.873 10.210

Deposits 33.559 119.118

Interest expense 993 3.238
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Transactions with key management personnel (continued)

There were no commitments relating to other key management personnel of the Group.

The amount of tangible securities is presented in aggregate in the preceeding table.  Therefore, it is possible that some individual facilities
are not fully covered with tangible securities.  The total amount of facilities that are unsecured at 31 December, 2010 amounts to
€ 67.979.000 (2009: € 60.540.000).

Connected persons include the spouse, minor children and companies in which key management personnel hold, directly or indirectly, at 
least 20% of the voting rights in a general meeting or act as directors or exercise control of the entities in any way. 

Other transactions with key management personnel

During 2010, the Group received commissions on stock exchange transactions from key management personnel and their connected
persons amounting to € 194.000 (2009: € 46.000) and purchased goods and received services amounting to € 243.000 (2009: € 148.000)
from companies connected to Lanitis group.

The above transactions are carried out as part of the normal activities of the Group, on commercial terms.

Compensation of key management personnel 

Total
after

 Salaries Employer’s Retirement Share Income income
 and other social benefits options tax tax
 short-term insurance scheme scheme withheld withheld

Fees benefits contributions expense expense Total at source at source
€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000

Year ended 31 December 2010
Executive Directors 
Efthimios Bouloutas - 767 13 - 126 906 320 586
Christos Stylianides - 241 24 63 63 391 57 334
Panayiotis Kounnis - 242 26 63 63 394 58 336
Eleftherios Hiliadakis - 153 11 - 45 209 51 158

- 1.403 74 126 297 1.900 486 1.414

Non Executive Directors
Andreas Vgenopoulos1 - - - - 215 215 - 215
Neoclis Lysandrou2 20 - - - 11 31 - 31
Vassilis Theocharakis 20 - - - 11 31 - 31
Platon E. Lanitis 20 - - - 11 31 - 31
Constantinos Mylonas 30 - - - 11 41 - 41
Stelios Stylianou 20 70 10 18 7 125 12 113
Markos Foros 20 - - - 18 38 - 38
Hesham Al Qassim3 9 - - - - 9 - 9
Fadel Al Ali4 12 - - - - 12 - 12
Abdulrazaq Al Jassim4 12 - - - - 12 - 12
Joseph Kamal Eskander5 24 - - - - 24 - 24
Soud Ba’alawy6 - - - - - - - -

187 70 10 18 284 569 12 557

Other key management personnel7 - 1.628 76 36 341 2.081 612 1.469

187 3.101 160 180 922 4.550 1.110 3.440

1 Executive Director until 9 February, 2010.
2 Received additional fees for consultancy services of € 200.000.
3 Appointed on 27 July, 2010.
4 Appointed on 25 May, 2010.
5 Appointed on 19 May, 2009 and resigned on 27 July, 2010.  The amount of fees paid is for the whole period of his appointment.
6 Resigned on 9 February, 2010.
7 Includes the remaining 4 members of the Group Executive Committee (that are not Directors) and the Group Chief Financial Officer. Their total

compensation consists of payments from the Bank and Investment Bank of Greece S.A.
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Compensation of key management personnel (continued)

Total
after

 Salaries Employer’s Retirement Share Income income
 and other social benefits options tax tax
 short-term insurance scheme scheme withheld withheld

Fees benefits contributions expense expense Total at source at source
€ ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000 € ‘000

Year ended 31 December 2009
Executive Directors 
Efthimios Bouloutas - 762 13 - 150 925 342 583
Christos Stylianides - 241 24 59 75 399 102 297
Panayiotis Kounnis - 241 24 59 75 399 103 296
Eleftherios Hiliadakis - 152 10 - 54 216 48 168

- 1.396 71 118 354 1.939 595 1.344

Non Executive Directors
Andreas Vgenopoulos1 - - - - 257 257 - 257
Neoclis Lysandrou2 20 - - - 13 33 - 33
Vassilis Theocharakis - - - - 13 13 - 13
Platon E. Lanitis 20 - - - 13 33 - 33
Constantinos Mylonas 30 - - - 13 43 - 43
Stelios Stylianou 20 65 9 16 9 119 11 108
Markos Foros 20 - - - 21 41 - 41
Joseph Kamal Eskander3 - - - - - - - -
Soud Ba’alawy4 - - - - - - - -
Mustafa Farid Mustafa5 - - - - - - - -
Sayanta Basu6 - - - - - - - -
Nicholas Wrigley6 - - - - - - - -

110 65 9 16 339 539 11 528

Other key management personnel7 - 1.214 53 31 333 1.631 659 972

110 2.675 133 165 1.026 4.109 1.265 2.844

1 Executive Director until 9 February, 2010.
2 Received additional fees for consultancy services of € 200.000.
3 Appointed on 19 May, 2009.
4 Resigned on 9 February, 2010.
5 Appointed on 19 May, 2009 and resigned on 15 December, 2009.
6 Resigned on 19 May, 2009.
7 Includes the remaining 3 members of the Group Executive Committee (that are not Directors) and the Group Chief Financial Officer. Their total

compensation consists of payments from the Bank and Investment Bank of Greece S.A.

In addition, during 2009, key management personnel received a total bonus of € 2,2 m with reference to the results of 2008 and charged on
the results of 2008.

Based on 2009 results, management personnel participate in a Restricted Stock Scheme that has been introduced for the Group managers.  
The Scheme provides for the purchase of Bank’s shares in the name of the Group management personnel and these shares cannot be sold
for a period of 3 years.  The shares will be released gradually based on performance between 2011 - 2013. 

Based on the Scheme, the number of shares that each Director will receive is as follows:  Efthimios Bouloutas 401.000, Panayiotis Kounnis
229.000, Christos Stylianides 229.000, Eleftherios Hiliadakis 115.000 and Andreas Vgenopoulos (Executive Director until 9 February, 2010)
573.000.  The total number of shares that other key management personnel will receive is 889.000.  

The number of Share Options for each Director, none of which was exercised up to 31 December, 2010 was as follows:  Andreas
Vgenopoulos 6.000.000, Efthimios Bouloutas 3.500.000, Christos Stylianides 1.750.000, Panayiotis Kounnis 1.750.000, Eleftherios Hiliadakis
1.250.000, Markos Foros 500.000, Neoclis Lysandrou, Vassilis Theocharakis, Platon E. Lanitis and Constantinos Mylonas 300.000 each and
Stelios Stylianou 200.000.  The number of Options for other key management personnel, none of which was exercised up to 31 December, 
2010 was 9.500.000.  Further information regarding the Options is presented in Note 37 of the consolidated financial statements. 
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Compensation of key management personnel (continued)

Key management personnel as at 31 December, 2010 include the 14 members of the Board of Directors, 4 of which had executive duties,
the members of the Group Executive Committee and the Group Chief Financial Officer.  Key management personnel for 2009 included the
13 members of the Board of Directors, 4 of which had executive duties, the members of the Group Executive Committee and the Group 
Chief Financial Officer.

Transactions with other related parties

On 31 December, 2010 the balances with other related parties were as follows:

2010  2009
Receivables Payables  Receivables Payables 

€ ‘000 € ‘000  € ‘000 € ‘000
Consolidated balance sheet
Marfin Insurance Holdings Ltd group (associate) 7.412 227.922  6.656 205.077
JCC Payment Systems Ltd (associate) 60 9.117  - 23.294 
Provident Funds of the employees of the Group in Cyprus 5 28.788  - 17.429

7.477 265.827  6.656 245.800

Additionally, Marfin Insurance Holdings Ltd group held at 31 December, 2010 senior debt and loan capital of the Group of nominal value of
€ 39,9 m (2009: € 15,1 m).

During the year ended 31 December, 2010 the following transactions were realised with other related parties:

2010  2009
Income Expense  Income Expense

€ ‘000 € ‘000  € ‘000 € ‘000
Consolidated income statement
Marfin Insurance Holdings Ltd group (associate) 1.668 11.626  3.733 12.955 
JCC Payment Systems Ltd (associate) 4 862  3 1.140
Provident Funds of the employees of the Group in Cyprus 41 694  20 700
Dubai Financial Limited Liability Company (major shareholder) - - 560 -

1.713 13.182  4.316 14.795

Additionally, during 2010 the Group received dividend of € 7.500.000 (2009: € 1.872.000) from JCC Payment Systems Ltd and € 5.329.000
(2009: € 2.867.000) from Marfin Insurance Holdings Ltd group.

49. BUSINESS ACQUISITIONS

Acquisition of CLR Capital Public Ltd and change in shareholding in Marfin CLR Public Co Ltd

According to the terms of the Reorganisation and Merger Plan dated 1 August, 2008 CLR Capital Public Ltd merged with Laiki Investments
(Financial Services) Public Company Ltd (renamed to Marfin CLR Public Co Ltd on 5 January, 2009).  On 9 January, 2009 Marfin CLR
Public Co Ltd decided to issue and allocate 85.713.000 new ordinary shares of Marfin CLR Public Co Ltd to the shareholders of CLR Capital
Public Ltd.  As a result of this new issue the Bank’s shareholding in Marfin CLR Public Co Ltd decreased to 52,97%. 

Details regarding the net assets of CLR Capital Public Ltd that were acquired in 2009 are as follows:

€ ‘000

Consideration for acquisition:
 Fair value of shares issued 29.142 
 Acquisition expenses 320

Total consideration for acquisition 29.462
Fair value of net assets acquired (10.558)

Goodwill 18.904
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49. BUSINESS ACQUISITIONS (continued)

Acquisition of CLR Capital Public Ltd and change in shareholding in Marfin CLR Public Co Ltd (continued)

The goodwill is attributable to the acquisition of a well established company with significant market share in the brokerage industry, which 
has contributed to the creation of the largest brokerage company in the Cyprus Stock Exchange (following the merger with Laiki Investments
(Financial Services) Public Company Ltd). The merger will improve the profitability of the Group and give it the necessary platform to expand
its global operations.

The assets and liabilities acquired at the acquisition date in 2009 were as follows:

Fair Book
value value

€ ‘000 € ‘000

Cash and cash equivalents 5.362 5.362
Financial assets at fair value through profit or loss 2.387 2.387
Available-for-sale financial assets 961 961
Other assets 8.581 8.581
Intangible assets 7.935 35
Investment property 3.246 3.246
Property and equipment 13.672 13.672 
Due to other banks (19.385) (21.019)
Other liabilities (9.299) (10.274)
Current income tax liabilities (183) (183)
Deferred tax liabilities (2.719) (1.929)

Net assets acquired 10.558 839

Acquisition expenses  (320)
Cash and cash equivalents acquired  5.362

Cash inflow from acquisition  5.042

In December 2009, Marfin CLR Public Co Ltd completed the fair valuation and purchase price allocation for the acquisition of CLR Capital
Public Ltd.  Based on adjustments to the preliminary accounting adopted in the consolidated financial statements for the period ended 
31 March, 2009, the Group recognised in these consolidated financial statements € 7,9 m intangible assets, which relate to the estimated
fair value of the brand name and the relationship with trading customers (brokerage activities). The results were charged with amortisation
of the intangible assets recognised amounting to € 586.000. A deferred tax liability of € 790.000 in relation to the aforementioned
intangible assets has also been recognised.

In March 2009, the Bank acquired an additional 4,2 m shares of Marfin CLR Public Co Ltd for € 1,4 m.  This acquisition brought the Bank’s 
holding to 54,45%.  Goodwill arising on the additional shares acquired was € 224.000.  In December 2010, the Bank acquired additional
25,2 m shares in Marfin CLR Public Co Ltd for € 3,5 m, thus increasing its shareholding to 63,27%.

50. DIVIDEND

On 21 June, 2010 a dividend payment of € 67.390.000 was made, € 0,08 per share of nominal value € 0,85 (2009: € 124.519.000, € 0,15 per
share).  The dividend has been accounted for in equity as an appropriation of retained earnings (Note 38).  Part of the dividend amounting
to € 13.578.000 (2009: € 27.553.000) has been re-invested into shares of the Bank.

In addition, on 25 November, 2010 the Board of Directors approved the distribution of an interim dividend of € 187.551.000 (2009: Nil),       
€ 0,22 per share of nominal value € 0,85, in the form of shares.

The Board of Directors decided on 29 March, 2011 to propose to the Annual General Meeting a dividend of € 0,10 per share in the form of
shares issued by the Bank with an issue price of € 1,00 per share. 
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51. INVESTMENTS IN SUBSIDIARY COMPANIES

The main subsidiary companies of the Group, as at 31 December, 2010 were as follows:

Effective Country of Issued share
Company name shareholding(1) incorporation capital Activity sector

2010 2009 € ‘000

Investment Bank of Greece S.A. (a) 96% 93% Greece 110.427 Investment banking
Marfin Global Asset Management
 Mutual Funds Management S.A. 99% 99% Greece 4.572 Portfolio management, investment

 and brokerage services
Marfin CLR Public Co Ltd ((b) and Note 49) 63% 54% Cyprus 97.142 Portfolio management, investment

 and brokerage services
Laiki Bank (Australia) Ltd 100% 100% Australia 60.901 Banking
Public Joint-Stock Company Marfin Bank (c) 100% 100% Ukraine 33.774 Banking
Marfin Bank (Romania) S.A. (d) 99% 99% Romania 57.224 Banking
Marfin Bank JSC Belgrade (e) 99% 99% Serbia 52.594 Banking
Marfin Pank Eesti AS (f) 63% 53% Estonia 9.384 Banking
Rossiysky Promyishlenny Bank Company Ltd 50% 50% Russia 26.686 Banking
Lombard Bank Malta Plc (g) 48,9% 44,9% Malta 9.023 Banking
Laiki Bank (Guernsey) Ltd 100% 100% Guernsey 2.324 Banking
Marfin Leasing S.A. (h) 100% 100% Greece 83.440 Leasing
Marfin Factors & Forfaiters S.A. 100% 100% Greece 10.870 Factoring, invoice discounting
Laiki Factors Ltd 100% 100% Cyprus 855 Factoring, invoice discounting
Paneuropean Insurance Co Ltd 100% 100% Cyprus 14.025 Investment company
Philiki Insurance Co Ltd 100% 100% Cyprus 9.800 Investment company
Cyprialife Ltd 100% 100% Cyprus 8.550 Investment company
Closed Joint-Stock Company RPB Holding 50% 50% Russia 24.498 Investment company
IBG Investments S.A. 96% 93% British Virgin Islands 2.239 Investment services
Marfin Capital Partners Ltd 70% 70% United Kingdom 810 Investment management
Synergatis Plc - - United Kingdom - Special purpose entity

 (1) The effective shareholding includes the direct holding of Marfin Popular Bank Public Co Ltd and the indirect holding through its subsidiary companies.

Marfin Popular Bank Public Co Ltd is registered in Cyprus and operates in Cyprus and through branches in the United Kingdom. On
23 December, 2009 an Extraordinary General Meeting of the shareholders of the Bank approved the Cross-Border Merger through 
absorption of Marfin Egnatia Bank S.A. by the Bank, in accordance with the provisions of Directive 2005/56/EC of the European Parliament
and the Council of 26 October, 2005, as well as in accordance with Cypriot and Greek laws as defined by the Common Terms of the Cross-
Border Merger dated 13 November, 2009.

In accordance with the terms of the Cross-Border Merger Plan, as of 1 July, 2009 and until the date of effect of the merging companies’
merger, the deeds of Marfin Egnatia Bank S.A. are considered from an accounting point of view to be effected on behalf of the Bank, and
the financial results of Marfin Egnatia Bank S.A. from that date and until the entering of the merger into effect are considered as results of
the Bank, and the relevant amounts will be transferred to its books in one or more consolidating entries.

On 15 December, 2010, following the decision of the Nicosia District Court in accordance to articles 201(xvii) and 201(xix) of the (Cyprus) 
Companies Law, set the 31 March, 2011 (12:00 p.m.) as the date of legal conclusion of the Cross-Border Merger through absorption of
Marfin Egnatia Bank S.A. by the Bank.

The full consolidation method is applied to all the subsidiary companies of the Group.
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51. INVESTMENTS IN SUBSIDIARY COMPANIES (continued)

(a) Increase in shareholding in Investment Bank of Greece S.A.

In February 2010, Marfin Egnatia Bank S.A. acquired 59.897 shares in its subsidiary Investment Bank of Greece S.A. for € 3,9 m. This 
acquisition increased the holding of the Bank from 92,8% to 94,4%.  In June 2010, 52.737 additional shares were acquired for
€ 3,6 m, increasing the Bank’s holding to 95,8%.

(b) Increase in shareholding in Marfin CLR Public Co Ltd

In December 2010 the Bank acquired 25,2 m shares in Marfin CLR Public Co Ltd for € 3,5 m, thus increasing its shareholding from
54,45% to 63,27%.

(c) Change of name of Open Joint-Stock Company Marine Transport Bank

In November, 2010 Open Joint-Stock Company Marine Transport Bank was renamed to Public Joint-Stock Company Marfin Bank.

(d) Increase of share capital of Marfin Bank (Romania) S.A.

In April 2010, an increase of the share capital of Marfin Bank (Romania) S.A. was made for the amount of € 5 m, which was fully 
covered by Marfin Egnatia Bank S.A.  As a result, the Bank’s holding increased from 99,2% to 99,3%. 

(e) Increase of share capital of Marfin Bank JSC Belgrade

In March 2010, an increase of the share capital of Marfin Bank JSC Belgrade was made for the amount of € 15 m, which was fully 
covered by the Bank.  As a result the Bank’s holding increased from 98,7% to 99%. 

(f) Increase of share capital of Marfin Pank Eesti AS

In March 2010, an increase of the share capital of Marfin Pank Eesti AS was made for the amount of € 2,8 m, which was fully 
covered by the Bank.  As a result the Bank’s holding increased from 52,8% to 63%. 

(g) Increase in shareholding in Lombard Bank Malta Plc

In April 2010, Lombard Bank Malta Plc paid a dividend of € 2,3 m.  The amount attributable to the Bank, which was re-invested into
company’s shares, was € 1 m.  Additionally, during 2010, the Bank acquired 1.309.186 shares of Lombard Bank Malta Plc for
€ 3,9 m. Following the above, the Bank’s holding increased from 44,9% to 48,9%.

The Bank exercises control over Lombard Bank Malta Plc because its significant shareholding allows the control of the decisions
taken at the Annual General Meeting, including the decisions for the appointment of Directors, and therefore Lombard Bank
Malta Plc is accounted for as a subsidiary company of the Group.

(h) Increase of share capital of Marfin Leasing S.A.

In November 2010, an increase of the share capital of Marfin Leasing S.A. was made, for the amount of € 14 m, which was fully paid 
by Marfin Egnatia Bank S.A.

(i) Increase of share capital of Dynamic Asset Operating Leasing S.A.

In September 2010, an increase of the share capital of Dynamic Asset Operating Leasing S.A. was made, for the amount of € 1 m, 
which was paid fully by its sole shareholder Marfin Leasing S.A. 

(j) Disposal of shareholding in Egnatia Properties SRL

In July 2010, Obafemi Holdings Ltd sold its shareholding (99,96%) in Egnatia Properties SRL, established in Romania, to MIG Real 
Estate S.A., established in Greece.

(k) Increase of share capital of Marfin Egnatia Fin S.A.

In August 2010, Marfin Egnatia Bank S.A. participated in the share capital increase of its subsidiary Marfin Egnatia Fin S.A.
amounting to € 1,5 m, thus increasing its shareholding from 99% to 99,84%. 
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51. INVESTMENTS IN SUBSIDIARY COMPANIES (continued)

(l) Disposal of shareholding in Marfin Travel Ltd

In October 2010, Marfin Egnatia Fin S.A. sold its shareholding (100%) in Marfin Travel Ltd to Amathus Hellas Tourism S.A., 
established in Greece.

52. TRANSACTIONS WITH THE GROUP OF MARFIN INVESTMENT GROUP HOLDINGS S.A.

As at 31 December, 2010 the Group had receivables from Marfin Investment Group Holdings S.A. group of € 838 m (2009: € 699 m) and 
payables to the group of € 711 m (2009: € 587 m).  Additionally, the income and expenses recognised by the Group amounted to € 38 m
and € 22 m respectively (2009: € 40 m and € 31 m respectively).

53. POST BALANCE SHEET EVENTS

On 28 January, 2011 the Bank announced its agreement with the Bank of Beirut s.a.l. concerning the sale of the 85% of Laiki Bank
(Australia) Ltd. The Bank will remain as a minority shareholder in Laiki Bank (Australia) Ltd until at least February 2013. From that date
onwards, the Bank will have the option to sell its remaining stake to the Bank of Beirut s.a.l. The disposal of Laiki Bank (Australia) Ltd has
been completed on 28 February, 2011 and the total cash consideration of the transaction reached AU$ 142,9 m, while the profit from the
sale reached approximately € 52,7 m.  The total cash consideration represents a multiple of approximately 1,65 times the net book value of
Laiki Bank (Australia) Ltd as at 31 December, 2010.

On 14 February, 2011 the Bank announced that it has successfully completed its € 488,2 m increase of share capital through the issue and
exercise of Rights.  The rights issue was oversubscribed by 111%.

The Rights have been allotted in the ratio of one nil-paid Right for each ordinary share of the Bank and for every two Rights exercised one
fully paid new share resulted at an exercise price of € 1.  The period of exercise of Rights was from 24 January, 2011 until 11 February, 2011
while the period of the trading of the rights was between 24 January, 2011 and 4 February, 2011.  The exercise of the rights had as a result 
the listing of 488.168.000 new ordinary shares.

The increase of the share capital of the Bank and the disposal of Laiki Bank (Australia) Ltd boosted the Group’s Tier I and total Regulatory
capital ratios to 12% and 13,7% respectively.  This corresponds to a Group Tier I and total regulatory capital base of € 3,3 bln and € 3,8 bln
respectively. 

54. APPROVAL OF CONSOLIDATED FINANCIAL STATEMENTS

The consolidated financial statements were approved by the Board of Directors on 29 March, 2011.

Independent Auditors’ Report on page 50.
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Head Office

Laiki Building, 154 Limassol Avenue

P.O.Box 22032, 1598 Nicosia, Cyprus

Tel: +357 22552000, Fax: +357 22811491

Email: ebank@marfinbank.com

Laiki eBank

Website: www.marfinlaikiebank.com, Tel: 8000 2000

Calls from overseas: +357 22 887766

Investor Relations

Tel: +30 210 817 0243

24 Kifissias Avenue, 151 25 Maroussi, Greece

Email: InvestorRelations@marfinbank.gr 

Marfin Egnatia Bank

24A, Kifissias Ave., 151 25 Maroussi, Greece

Tel: +30 210 930 4811

Email: info@marfinegnatiabank.gr

Investment Bank of Greece

24B, Kifissias Ave., 151 25 Maroussi, Greece

Tel: +30 210 8173000

Email: ibginfo@ibg.gr

Serbia

Marfin Bank JSC Belgrade

22 Dalmatinska Str. 11000 Belgrade, Serbia

Tel: +381 11 3306401, Fax: +381 11 3241425

Email: office@cs.laiki.com

Romania

Marfin Bank (Romania) S.A.

90-92 Emanoil Porumbaru Str., 3rd-6th Floor, Sector 1, 011428,

Bucharest, Romania

Tel: +4021 206 4200, Fax: +4021 206 4283

Email: office@marfinbank.ro

Ukraine

PJSC Marfin Bank

11 Polskiy Spusk, Odessa 65026

Tel: +380482 301 330, Fax: +380482 301-332 

Email: office@mtb.ua

Estonia

Marfin Pank Eesti AS

12 Parnu Str. 10148 Tallinn, Estonia

Tel: +372 6802 500, Fax: +372 6802 501

Email: info@marfinbank.ee

Malta

Lombard Bank Malta 

67, Republic Str. Valletta VLT 1117, Malta

Tel: +356 2558 1100, Fax: +356 2558 1150

Email: mail@lombardmalta.com

United Kingdom

Marfin Laiki Bank UK

Headquarters & London Main Branch, 12 Hay Hill, Mayfair, London W1J

8NR, UK

Telex: 263128, Tel: +44 20 7307 8400, Fax: +44 20 7307 8404

Email: info@laiki.com

Channel Islands

Laiki Bank (Guernsey) Ltd

21 Glategny Esplanade, St. Peter Port, Guernsey, 

Channel Islands, GY1 4HX 

Tel: +44 (0) 1481 722 988, Fax: +44 (0) 1481 722 998

Email: info@laikibank.gg

Russia

Commercial Bank “ROSSIYSKY PROMYISHLENNY BANK" Company

Limited;

"ROSPROMBANK" Ltd.

Russian Federation, 101990 Moscow, Myasnitskaya str., 35, build. 2

Tel: +7 495 967 17 77, +7 495 961 22 35, Fax: +7 495 623 27 85

Email: info@rpb.ru   

REPRESENTATIVE OFFICE

Russia 

Moscow

Office 406, 4th Floor

World Trade Center

Entrance No. 6

Krasnopresnenskaya NAB. 12

Moscow 123610

Tel: 7495-9670185

Fax: 7495-9670186

Email: moscowrep@laiki.com
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