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Historic Overview
 Establishment of Piraeus Bank

 The shares of Piraeus Bank are listed in the Athens Stock Exchange 

 Integration of Piraeus Bank into the Emporiki Bank Group in Greece

 Piraeus Bank comes under state control as subsidiary of Emporiki Bank

Privatisation of Piraeus Bank

 Year of restructuring, reform and growth

 Establishment of Piraeus Leasing SA, Piraeus Mutual Funds SA and Piraeus Insurance Agency SA 
 Beginning of operations in Bulgaria (now Piraeus Bank Bulgaria)

 Establishment of Tirana Bank IBC in Albania

 Absorption of the assets and liabilities of Chase Manhattan Bank in Athens
 Acquisition of Sigma Securities SA (renamed Piraeus Securities SA)

 Acquisition of Macedonia-Thrace Bank and Credit Lyonnais Hellas Bank
 Agreement on the acquisition of a majority stake of Xios Bank (completion at the beginning of 1999)
 Agreement on the acquisition of a 56% stake in Marathon National Bank of New York (completion in mid 1999)

  Absorption of the assets and liabilities of National Westminster Bank in Greece
  Agreement on the acquisition of Pater Credit Bank in Romania (integrated into the Group in April 
2000 and was renamed to Piraeus Bank Romania).

 Establishment of the London branch

Merger by absorption of Macedonia-Thrace Bank and Xios Bank with Piraeus Bank
Creation of the integrated e-banking platform, winbank 

Acquisition of 58% of ETVAbank 
Strategic alliance agreement with ING on activities in the field of bancassurance

 Merger by absorption of ETVAbank by Piraeus Bank and ETVA Leasing by Piraeus Leasing

 Acquisition of Interbank NY by the Group’s subsidiary Marathon Banking Corporation in New York and 
merger by absorption by Marathon Bank
Merger by absorption of Devletoglou Securities SA by Sigma SA (now Piraeus SA)

Acquisition of Eurobank in Bulgaria (absorbed by Piraeus Bank Bulgaria), Atlas Banka in Serbia 
(renamed Piraeus Bank Beograd) and of Egyptian Commercial Bank in Egypt (renamed Piraeus 
Bank Egypt)

Acquisition of the operating leasing company AVIS SA in Greece, International Commerce Bank 
in the Ukraine (renamed Piraeus Bank ICB)  and purchase agreement for the local branch network 
of Arab Bank in Cyprus
Share Capital Increase of Piraeus Bank by €1,350 mn
Renewal of exclusive agreement with ING in the field of life bancassurance for 10 years

Establishment of Piraeus Bank (Cyprus) Ltd

Strategic partnership with BNP Paribas Wealth Management in wealth management 
 Agreement with Victoria General Insurance Company SA-subsidiary of Ergo International in Greece and 
member of the German insurance Group Munich Re-for the implementation of agreement for a 10-year 
exclusive cooperation in the general insurance field

Creation of winbank Direct the first online bank product sales channel in Greece directed at 
customers of all banks

Share Capital Increase of Piraeus Bank by €807 mn
20 years anniversary since Piraeus Bank’s privatisation
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Piraeus Bank Group Profile
The Group consists of companies in the financial sector established both in Greece and the broader re-
gion. Founded in 1916, Piraeus Bank’s contemporary history begins with its privatization in end 1991. 
Through its organic growth and a series of successful acquisitions, Piraeus Bank has managed to be-
come the 4th largest financial institution in Greece and has gradually built its presence in South-East 
Europe, initially following the development of Greek businessmen and then serving the local banking 
needs of its customers.

Although the Bank offers the entire range of financial services in almost all market segments, it has a 
clear orientation towards serving enterprises, especially medium and small-sized, and individuals. As well 
as providing traditional banking services, Piraeus Bank also has a leading role in developing sectors such 
as e-banking and green banking, foreseeing their potential and dynamics in the following years to come.

Targets
Piraeus Group’s medium-term key policies are: to ensure liquidity, capital adequacy and loan quality as well 
as to achieve efficiency through reduction of its operating costs.

Piraeus Bank will continue to focus on medium and small-sized enterprises as well as retail bank-
ing, fields in which it possesses strong expertise, through its branch network in Greece and abroad 
including its alternative e-banking networks.

Key Financial Data
  20 years of solid growth, mainly organic, but also through selective M&A in Greece and abroad.
  Operations in Greece (4th market place) and in 8 other countries, 4 of which are EU members.
  797 branches, of which 346 in Greece and 451 abroad.
  11,247 employees: of a young age (on average 38 years old), IT familiar, well-trained and flexible in adopting new 

methods and practices as well as cross-border cooperation.
  Leadership in support of green entrepreneurship.
  Leadership in environmentally- and user-friendly e-banking, by means of the integrated e-banking winbank 

platform.
  3.5 mn customers in Greece and the countries where the Group is active.
  Steadily among the first in classification banks in Greece in customer satisfaction and loyalty.
  Contribution to society, the environment and culture through a framework of systematised actions and 

initiatives.
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(1) Data excluding discontinued operations of Piraeus Bank Egypt.
(2)  Includes the €4.7 bn Advance made by the Hellenic Financial Stability Fund (HFSF).
(3) Excluding: a) trading results, and b) the loss from the valuation at fair value of investment property.
(4) Private sector participation in the Greek Government bond exchange programme (applies only for 2011).

2011 Key Financial Figures
Consolidated Data (1) 31 Dec. 2011 31 Dec. 2010 Δ %

Selected Volume Figures (€ mn)

Total Assets 49,352 57,561 -14%
of which Discontinued Operations in Egypt   1,157   1,703 -32%

Gross Loans 37,058 38,218   -3%

Customer Deposits and Retails Bonds Issued 22,038 28,675 -23%

Total Equity      2,711 (2)   3,274 -

Selected Results (€ mn)

Net Interest Income 1,173 1,188  -1%

Net Fee & Commission Income   190    188   1%

Trading results, income from dividends and (151)    100 -
other income

Total Net Income 1,213 1,477 -18%

Total Net Organic Revenues (3) 1,420 1,479  -4%

Total Operating Costs    (796)    (837)  -5%

Profit before Tax and Impairment    385    635 -39%

Organic Revenues before Tax and Impairment (3)    592    638  -7%

Provision Expense (Loans, PSI (4), Other Assets) (7,863)    (585) -

Net Profit/(Loss) from Continued Operations (6,577)      20 -
attributable to Shareholders

Net Profit/(Loss) from Discontinued Operations after Tax     (37)   (42) 10%
attributable to Shareholders

Comprehensive Income after Tax attributable to Shareholders (6,308)  (262) -

Selected Key Ratios (%)

Net Interest Margin (NIM)/Average Earning Assets 2.5% 2.4% 14 bps

Cost to Income 66% 57% 894 bps

Cost to Income (Organic Sources of Revenues) (3) 56% 57% -56 bps

Provision Expense to Average Loans 4.1% 1.5% 256 bps

Non-Performing Loans (NPLs)>90 days 13.5% 7.5% 600 bps

Coverage of NPLs >90 days 52% 48% 454 bps

Capital Adequacy Ratio  8.7% (2) 9.6% -

Staff-Branches

Staff 11,247 11,637 -3%

Branches      797      834 -4%





The year 2011 was the second year of the Economic Adjustment Programme’s implementation for 
Greece, in agreement with the European Union (EU), the International Monetary Fund (IMF) and the 
European Central Bank (ECB). During the same year, the Greek economy faced its fourth year of reces-
sion, with its GDP shrinking by 6.9% versus -3.5% in 2010. The main macroeconomic aspects were 
the significant reduction in domestic consumption (-7.5%), the reduction of inflation to 3.3% from 
4.7% in 2010, and the rapid deterioration of the unemployment rate to 17.7% versus 12.5% in 2010, 
exhibiting an accelerating pace (Hellenic Statistical Authority). Despite the significant economic re-
cession, the current account deficit decreased by only €1.9 bn to 9.8% of GDP in 2011, compared to 
10.1% in 2010 (Bank of Greece). From a fiscal point of view, in spite of the deviation from the initial 
target of the Economic Adjustment Programme, by undertaking additional measures, the general gov-
ernment deficit fell to 9.1% of GDP in 2011, from 10.3% of GDP in 2010 (Eurostat). 

Despite the progress accomplished during the last two years (2010-2011) with the implementation 
of the Economic Adjustment Programme (fiscal deficit reduction, legislation of significant structural 
reforms and partial recovery of the lost competitiveness in the last decade), the excessive public debt 
as a percentage of the GDP implied a long-term inability to access capital markets. These facts led to 
the agreement of a Second Economic Adjustment Programme for Greece, totalling €130 bn and the 
implementation of the private sector bond exchange, broadly known as PSI (Private Sector Involvement). 

In March 2012 and within the framework of the EU Summit decisions of 21 February 2012 which 
defined the PSI Programme principles to reduce the public debt by 53.5%, the Greek Government 
Bonds (GGB) exchange process was implemented. Private bond holders (individuals and legal enti-
ties) participating in the programme received new GGBs with a face value equal to 31.5% of the 
nominal value of the exchanged bonds, and notes (annual and biannual) issued by the European Fi-
nancial Stability Facility (EFSF), with a face value equal to 15% of the nominal value of the exchanged 
bonds. The PSI process was concluded smoothly and the exchange terms were implemented through 
bonds with a face value of €199 bn or 97% of the total nominal value of the exchanged bonds.

Greek banks’ participation in the PSI had a significant negative impact on their equity and capital 
adequacy. For this reason, the EU/ECB/IMF, through the Second Economic Adjustment Programme, 
have already fully safeguarded the capital adequacy of the banking system and its capability to fi-
nance the Greek economy.

In the context of the recapitalization process of the Greek banks, Bank of Greece (BoG) requested 
and received (at end January 2012) their detailed Strategic-Business Plans for the period 2012-
2015. The banks’ capital needs have been based on these plans, which include the PSI impact and 
the results of the BlackRock Solutions diagnostic exercise -commissioned by Bank of Greece- on the 
domestic loan portfolios of the Greek banking groups. 

At the same time, the capital plans of the Greek banks were submitted to the BoG at the end of 
March 2012. According to the Memorandum of Economic and Financial Policies, “banks submitting 
viable capital raising plans will be given the opportunity to apply for and receive public support in a 
manner that preserves private sector incentives to inject capital and thus minimizes the burden for 
taxpayers. Specifically, banks will be able to access capital from the Hellenic Financial Stability Fund 
(HFSF) through common shares and contingent convertible bonds.”  In this framework, the HFSF has 
already disbursed an Advance of €4.7 bn for its participation in the Capital Enhancement Programme 

Chairman’s Letter 
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of Piraeus Bank. According to the initial plan, the Greek banking sector recapitalization should be 
concluded by the end of September 2012, in order for the Greek banking groups to comply with a 9% 
Core Tier 1 ratio by September 2012 and 10% by June 2013. 

The low credit rating of the Greek Banks, resulting from the downgrades of the country’s credit rat-
ings, the banks’ isolation from the international capital markets and the liquidity constraints stem-
ming from the deposits’ reduction, were mainly offset by the combined liquidity enhancement mea-
sures advanced by the Greek State and the Eurosystem. The large deposit outflow from the Greek 
banking system is primarily attributed to the increased need for households and businesses to use 
their savings in order to cover operating, fixed and tax requirements, and secondly, to the persisting 
uncertainty triggered by the sovereign debt crisis. The implementation of the EU Summits’ decisions 
regarding the new economic programme is expected to gradually restore the depositors’ confidence 
in the Greek banking system. 

At the same time, the banking system continued in 2011 to focus on further decreasing its operating 
costs and restructuring its activities, as well as on undertaking initiatives to enhance its capital ad-
equacy and confront this challenging situation. It should be noted that the level of capital adequacy 
was at a satisfactory level before the implementation of the PSI and despite the economic crisis. This 
fact was displayed in the Second European Union wide stress test results conducted by the European 
Banking Authority (EBA) and announced on July 15, 2011 (Piraeus Bank Group, Core Tier I ratio at 
5.3% on the adverse scenario with 5% minimum threshold).

During 2011, Piraeus Bank placed its emphasis on preserving sufficient liquidity and managing credit 
risk in order to safeguard its balance sheet. The support of the Group’s customers, businesses and 
households, by improving the quality of service and effectively managing customer relationships, 
remained the Bank’s primary concern. Thus, despite the contraction of the banking activities in the 
Greek market, the Group’s network presence and the intense efforts of the human resources con-
tributed to the increase in the Bank’s customer base in Greece by approximately 180 thousand in 
Greece, reaching a total of 2.5 million customers at the end of 2011. At the same time, the Group’s 
customers abroad reached approximately 1 million, bringing the total number of customers to 3.5 
million. It is worth noting that at the end of 2011, the Group’s international operations (excluding 
the operations of the subsidiary bank in Egypt set for sale and appearing as discontinued operations 
in the annual financial report of 2011) accounted for 19% of total assets, thus displaying a wide 
dispersion in 8 countries.

On a corporate level, among the most important events for Piraeus Bank Group during 2011, were 
the following:
 On January 31, 2011, Piraeus Bank concluded a €807 mn share capital increase.
  On February 9, 2011, the issue of 3-year covered bonds totalling €1,250 mn was completed, en-

hancing the Bank’s liquidity.
 On February 10, 2011 Mr. Stavros Lekkakos was appointed CEO & Managing Director.
  On December 30, 2011, Piraeus Bank completed a share capital increase by €380 mn with the is-

suance of 1,266,666,666 new non-voting preference shares, undertaken by the Greek State. The 
share capital increase took place following the resolution of Piraeus Bank’s extraordinary General 
Shareholders’ Meeting on 23.12.2011 according to L.3723/2008 regarding “the liquidity enhance-
ment of the Greek economy”. 

  At the Board of Directors’ meeting on 18 May 2011 Messrs Jiri Smejc and Konstantin Yanakov were 
elected as new non executive Board members of Piraeus Bank. Furthermore, Mr. Panagiotis Roume-
liotis was elected as non-executive Vice-Chairman at a relevant BoD meeting on January 18 2012.

Regarding Piraeus Groups’ financial performance, total assets amounted to €49.4 bn (of which €1.2 
bn corresponded to discontinued operations) at the end of December 2011, decreased by 14% on 
an annual basis. The Group’s gross loans reached €37.1 bn at the end of December 2011: €29.7 bn 
in Greece and €7.3 bn in international operations (-3% and -4% year on year respectively). On the 
liabilities’ side, the Group’s total deposits and retail bonds contracted by 23% at €22.0 bn. Deposits 
in Greece marked an annual reduction of 26%, mainly affected by the total deposit withdrawal in the 
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Greek banking market; also, the Piraeus Bank’s deposits from the Greek State tended to zero at the 
end of 2011 versus €1.65 bn in December 2010, playing a significant role in this negative trend. Dur-
ing the same period, deposits stemming from the Group’s international operations declined by 8%.

Piraeus Bank’s liquidity, as that of all major Greek banks, was reinforced during 2011 with the aid of the State 
programme for the enhancement of the Greek economy’s liquidity, under L.3723/2008. Within this frame-
work, Piraeus Bank received from Pillar II (state guaranteed bonds issued by the Bank) additional guarantees 
of €5 bn, totalling €13.1 bn at the end of December 2011. Moreover, the Bank had €424 mn from Pillar III 
(special bonds) as of 31.12.11. It is noted that in accordance with the aforementioned law, Mr. Athanassios 
Tsoumas is the representative of the Greek State, participating in the meetings of the Board of Directors of 
Piraeus Bank, while pursuant to the L. 3864/2010 representatives of the Hellenic Financial Stability Fund are 
Mr. Solomon Berachas and Mrs Ekaterini Beritsi.

Regarding asset quality, Piraeus Group’s loans in arrears above 90 days according to IFRS 7 reached 
13.5% of total gross loans, at the end of 2011. The deterioration of the ratio from 7.5% in 2010 came 
primarily from Greece, due to the deepening of the recession and the deterioration of the economic cli-
mate, and secondly from its international operations. Specifically for Greece, it is noted that the respec-
tive ratio for the total market reached 15.9% from 10% in 2010 (BoG data). In addition, the quality of 
the domestic loan portfolio of the Greek banks and their domestic subsidiaries was thoroughly examined 
during the diagnostic exercise of BlackRock Solutions, following a relevant mandate by Bank of Greece. 
The results, which have been incorporated in the banks’ recapitalization plans, confirm the prudent credit 
policy that Piraeus Bank has pursued over time, as the expected loss as a percentage on loans was es-
timated at 10% versus 11% for the Greek market, exhibiting a significantly better performance in loans 
to Very Small, Small and Medium Sized Enterprises and to consumer credit. 

Revenues from organic sources (net interest income and net commissions) remained almost unchanged 
at €1,364 mn in 2011 from €1,376 mn in 2010 (-1%). In particular, net interest income presented a 
marginal decline of 1% at €1,173 mn, mainly due to the increased cost of deposits and funding from 
the Eurosystem, while loan repricing acted as a stabilizing factor in 2011. Net commission income 
demonstrated resilience (+1% year on year), amounting to €190 mn from €188 mn in 2010, attributed 
to the increase of commercial banking commissions to €168 mn from €162 mn in 2010 (+4%).  

During 2011, the Group’s operating costs significantly decreased by 5% compared to 2010, thus 
successfully attaining the annual target. The effectiveness of this policy for further operational ef-
ficiency is confirmed by the declining course of the Group’s operating costs since the onset of the 
crisis (2008: €865 mn, 2009: €858 mn, 2010: €837 mn, 2011: €796 mn). More specifically, per-
sonnel costs decreased by 5%, while the effort for the rationalization of the general administrative 
expenses resulted in an annual decrease of 8%. During the three-year period of 2009-2011, the 
Group’s operating costs fell by 8%, while the relevant decline in Greece was 13%.

The total impairment charge on loans, bonds and other assets significantly increased during 2011, 
reaching €7.9 bn versus €0.6 bn in 2010, including the PSI impairment charge and the impairment 
charge on loans, which was particularly increased due to the macroeconomic conditions. Apart from 
the two aforementioned impairments, an amount of €84 mn, mainly concerning the impairment on 
the value of intangible assets (goodwill), and an amount of €0.3 bn concerning the recycling of the 
negative reserve of the available for sale portfolio (AFS) in the income statement were also included. 
It is noted that both the impairments of the intangible assets and the “recycling” of the negative AFS 
reserve did not affect the Group’s regulatory capital, as they already constituted deducted elements. 

Following the resolution of the Bank’s Board of Directors on 07.03.2012, Piraeus Group participated in 
the PSI programme with all eligible bonds and loans in its portfolio, whose nominal value amounted to 
€7.7 bn. In this framework, the total PSI impairment charge amounted to €5.9 bn (€1.1 bn booked in the 
9month 2011 results and €4.8 bn in the 4th quarter 2011). It is noted that there was a charge in the net 
trading income of the income statement, due to the fair value valuation of the GGBs trading portfolio of 
€0.4 bn face value, and €0.1 bn fair value as of 31.12.11. 

The Group’s pre tax and provision profit for 2011 amounted to €385 mn compared to €635 mn in 2010, 
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while excluding net trading income (which was negatively affected by the significant reduction of the value 
of GGBs during 2011) and the negative valuation of the participation in Citylink real estate property, the 
pre tax and provision profit amounted to €592 mn from €638 mn in 2010.

The Group’s after tax result from continuing operations recorded a loss of €6.6 bn in 2011, while total 
comprehensive income, in which the valuation of the AFS portfolio has affected total equity, amounted to 
-€6.3 bn. The result of the discontinued operations amounted to -€37 mn in 2011, of which -€0.8 mn is 
attributable to the minority interests.

The Group’s total capital adequacy ratio turned negative, mainly due to the PSI impact. The HFSF has 
already extended an Advance of €4.7 bn, in view of its participation in the Bank’s capital enhancement 
scheme. As a result, the Group’s total capital adequacy ratio was restored.  It should be noted that the 
amount of €0.4 bn of deferred tax (income) related to PSI was booked on Q1’12, thus increasing the net 
results and equity by the equivalent amount. 

Regarding the Group’s presence, the branch network at the end of December 2011 comprised 797 
branches, 346 of which were in Greece and 451 in 8 countries abroad. The Group employed 11,247 
people, 6,172 in Greece and 5,075 abroad on 31.12.2011.

For 2012, the fiscal situation in Greece and political uncertainty remain the main risk factors for the Greek 
banking sector and Piraeus Bank. Any negative developments in the aforementioned would strongly affect the 
Bank’s liquidity and asset quality. Piraeus Bank’s total capital adequacy ratio was restored at 9% (pro-forma 
March 31, 2012) following the Advance from the HFSF while it is expected to be strengthened further with 
the implementation of the recapitalization plan of the Greek Banks by September 2012.

Looking ahead in 2012, the Group’s key strategic priorities remain to actively manage liquidity risk, 
ensure capital adequacy, safeguard asset quality and contain operating costs, with the aim of reduc-
ing them further by approximately 10%. Additionally, in the context of actively supporting its custom-
ers, emphasis is given to financing selected economic sectors which have clear orientation towards 
growth and exports.

Michalis G. Sallas
Chairman of the Board of Directors
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CHAPTER 1
ECONOMY

DEVELOPMENTS 2011

INTERNATIONAL ECONOMY

The international economy is still facing the consequences of the economic crisis of 2008-2009, which 
has set in motion the process of deleveraging the private sector and leveraging the public sector. At the 
same time, international imbalances, overconsumption in the West and excessive saving in the East are 
still taking place. It is under these conditions that concerns about EU state deficits have led to the eco-
nomic crisis of the Euro, which in turn is leading the Eurozone into recession and is the greatest threat to 
the global economy in 2012.

The two other major developed economies – the USA and Japan – are expected to show improvement, 
while the large emerging economies experience a mild slowdown. Specifically, the US economy’s growth 
rate is expected to accelerate to 2.5% (from 1.8% in 2011) due to accelerated investments, which have 
led to a decrease in the unemployment rate to 8%; in Japan, the growth rate is expected to stand at 1.3%, 
following the unavoidable 0.9% contraction due to the major natural disasters of March 2011.

In the Eurozone, the rate of economic contraction is expected to be limited to 0.3% (following the 1.5% 
growth in 2011), provided that an effective resolution to the sovereign debt crisis is implemented without 
any delay. Concerning large emerging economies, the growth rate of China is expected to slow down to 
8.3% (from 9.3% in 2011) in its move towards a smooth convergence of the growth rate to 8%. Stabiliza-
tion of international energy prices is expected to lead to a reduction in inflationary pressures, as a result of 
the declining effect that will occur when compared to the price level of the equivalent period last year. The 
US Federal Reserve Bank is expected to maintain the intervention rate at 0.25%; the ECB is expected to 
reduce its basic interest rate by 25 basis points (bps) to 0.75% by the end of the of the year 2012.

GREEK ECONOMY 

2011 was the second year of implementation of the EU/IMF/ECB Economic Adjustment Programme 
for Greece.

From a fiscal point of view, in spite of the deviation from the initial target of the Economic Adjustment 
Programme, by undertaking additional measures, the 2011 deficit was reduced by 1.5% versus 2010, to 
9.2% of GDP.  Nevertheless, further weakening in domestic demand, an increase in the rate of economic 
contraction and in the unemployment rate were all recorded in 2011. At the same time, inflationary pres-
sures continued, though to a lesser degree, at 3.3% from 4.7% in 2010.

The internal imbalances that are present in the Greek economy, the intensified need for the promo-
tion of structural changes and the negative international economic climate all limit any chances 
Greece has of returning to international markets, and adversely affect the sustainability of public 
debt. As a result, a drastic solution to the sovereign debt crisis was deemed necessary among the 
European countries, the Greek State and the private sector. 

With the relevant decisions of 26/27 October 2011 and later on 21 February 2012, the PSI Programme 
principles and the reduction of the nominal value of owned bonds by 53.5% were implemented; in addition, 
the ways in which the ECB and central banks possessing Greek bonds will contribute to the sustainability 
of the debt were decided on.
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More specifically, new Greek Government bonds (GGB) were issued at 31.5% of the nominal value of the 
old ones, with the remaining 15% of the nominal value of the old ones being covered by European Finan-
cial Stability Facility (EFSF) bonds with a 24-month maturity expiration date; the accrued interest and any 
remaining amounts were paid with 6-month EFSF bonds; bonds were issued for the parties involved which 
are linked to the rate of GDP increase after 2015 and which under conditions will pay up to 1% in coupons. 
Any revenue that the ECB receives from the purchase and possession of Greek bonds will be distributed to 
the Central Banks and through them to the EU member countries, which in turn may direct these amounts 
towards Greece’s debt relief. In addition, the Central Banks with Greek bonds in their investment portfolios 
will concede the revenue that arises until 2020 to Greece, with an estimated €1.8 bn revenue for the dura-
tion of the programme.

Within the framework of the new economic support mechanism, the EU and the IMF contributions to the 
coverage of Greece’s funding needs (including, among others, PSI and recapitalization of banks) during 
2012-2014 are estimated at €144.7 bn and €19.8 bn respectively, to be distributed through the Extended 
Fund Facility (EFF) mechanism.

Restoring political stability in the country along with ensuring Greece’s financing needs, reduction of the 
debt service costs, promotion of structural reforms for the improvement of the economic climate and 
competitiveness as well as continuation of the state’s real estate development programme are all expected 
to enable a significant enhancement of growth potential for the Greek economy.

SOUTHEAST EUROPE

The economies of countries in Southeast Europe managed to recover primarily due to their exports in 
2011, while, during the same period, there was a strengthening of domestic demand, which had previ-
ously been sluggish. Domestic governments and central banks turned their attention to supporting their 
national currencies, strengthening economic activity, reducing external imbalances and the implementa-
tion of new financial policies. The IMF’s presence in countries such as Serbia and Romania aided signifi-
cantly in the necessary financial and structural reforms, thus limiting budget deficits and regaining the 
trust of consumers, businesses and investors. It should be noted, that a basic goal for development in 
the countries of Southeast Europe has shifted from unconditional economic growth to a more balanced 
approach. This can be seen by the improved balance of current transactions in almost all the countries in 
the region and particularly in Bulgaria, where the large deficits of recent years have been turned to sur-
plus in 2011. The second evident improvement is in financial deficits, where most governments achieved 
deficits within the set targets, even by taking further measures – with the exception of Cyprus. The slow-
down in the economy of Cyprus in almost all indices is attributed, to a great extent, to the destruction of 
the central power station in Vasiliko, despite the undeniable importance and the structural issues of the 
Cypriot economy. 

For 2012 the prospects of Southeast Europe remain positive in relation to developments in the Eurozone. 
Nevertheless, this growth will not be able to reach the levels seen before the economic crisis within the 
year. The expected marginal recession in the Eurozone together with banking deleveraging throughout the 
EU both constitute basic factors inhibiting growth in Southeast Europe.
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CHAPTER 2
2011 GROUP

FINANCIAL PERFOMANCE

VOLUMES EVOLUTION

At the end of December 2011, total assets amounted to €49.4 bn reduced by 14% y-o-y, with reduc-
tion of bonds portfolio mainly due to the Greek Government Bonds (GGB) exchange programme. The 
Group’s gross loans at the end of December 2011 were reduced by 3% y-o-y to €37.1 bn. In Greece 
the same loans were €29.7 bn (-3% y-o-y) and abroad were €7.3 bn (-4% y-o-y).

Regarding the quality of the loan portfolio, it should be noted that the Group’s loans in arrears above 
90 days ratio reached 13.5% of total loans. The negative outcome of the ratio from 7.5% in 2010 
resulted primarily from Greece (NPLs ratio in Greece 13.2% in 2011 from 6.9% in 2010) due to the 
deepening recession and the widespread deterioration of the economic climate, and secondly from 
international operations (14.6% from 9.6% respectively). In Greece specifically this ratio for total 
market rose to 16% at year-end 2011 from 10% in 2010 (data BoG). The increase of loans in arrears 
had as a result the increase of provisions and the coverage ratio from cumulative provisions stood 
at 52% while the coverage ratio including intangible collaterals after haircut (most conservative ap-
proach) was at the end of 2011 at 100%.

Domestic loan portfolio quality of Greek banks and their subsidiaries in Greece was extensively exam-
ined during the BlackRock Solutions diagnostic exercise-commissioned by the Bank of Greece (BoG). 
The results of this exercise confirmed the prudent credit policy that Piraeus Bank has been following 
over the years, as the expected loss as a percentage on loans was estimated at 10% versus 11% for 
the Greek market on average. Piraeus Bank had a significantly improved performance in loans to very 
small businesses; in small and medium-sized businesses the Bank’s performance was among the 
best; in loans to large businesses and consumer loans it had a better performance; and, in mortgage 
loans its performance equalled that of the market.

Total Group deposits and retail bonds stood at €22.0 bn, reduced by 23% annually. Deposits in 
Greece -excluding the Greek State’s which were nullified in December 2011 from €1.65 bn in De-
cember 2010- showed an annually change of -20% versus -17% in the Greek banking market (in-
cluding these, the annual change in deposits of Piraeus Bank in Greece was -26%). Deposits from 
the Group’s international operations decreased by 8% during 2011.

Implementation of the PSI bond exchange unavoidably had a significant negative impact on the 
financial results and on the Greek banks’ equity in 2011. In order to deal with the negative conse-
quences of the PSI and of the economic crisis on the Greek banks’ regulatory capital, the 2nd Eco-
nomic Adjustment Programme in Greece has made provisions to fully ensure the Greek banks’ capital 
adequacy and a general stability in the Greek banking system.

The Hellenic Financial Stability Fund (HFSF) has already provided a €4.7 bn Advance for its participation in 
the Bank’s upcoming share capital increase. Thus, Piraeus Bank’s total capital adequacy ratio is restored to 
the 8.7% pro-forma levels at the end of December 2011.
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Volume Analysis (€ mn) Dec. ’11 Dec. ’10 Δ% per year

Gross Loans per Category

Loans to Businesses 26,326 26,949 -2%

Loans to Individuals 10,732 11,269 -5%

Total Loans 37,058 38,218 -3%

Greece 29,729 30,602 -3%

International Operations 7,329 7,616 -4%

Deposits per Category

Savings-Sight 7,223 8,238 -12%

Fixed Term 14,815 20,436 -28%

Total Deposits 22.038 28,675 -23%

Greece 18,057 24,359 -26%

International Operations 3,981 4,316 -8%

RESULTS EVOLUTION OF PIRAEUS BANK GROUP

Despite the unprecedented, adverse economic climate and the significant shrinking of demand for banking 
products and services, in 2011 Piraeus Group succeeded in preserving its organic revenue sources: net 
interest income and net commissions reached €1,364 mn from €1,376 mn in 2010 (-1%).

Total net revenues amounted to €1,213 mn in 2011 versus €1,477 mn in 2010 as a result of the negative 
contribution of trading results and other revenue. Excluding trading results and the loss from the valuation 
at fair value of Citylink investment property, the total net organic revenue was €1,420 mn (-4% y-o-y). 

In 2011, the Group’s operating costs fell significantly by 5% at €796 mn, thus achieving the target which 
was set. The declining trend of operating costs since the onset of the crisis, confirms the successful policy 
of further strengthening effectiveness which the Group has been following (3year period 2009-2011: 
Group -8%, Greece -13%). Per expense category, personnel costs decreased to €372 mn (-5% y-o-y). The 
equivalent rate of decrease was 6% in Greece and -1% abroad. The efforts for a rationalization of general 
administrative expenses resulted in an annual decrease of 8% to €335 mn, with a significant reduction 
stemming from Greek operations (-10%). Furthermore, international operations recorded a respective de-
crease of 3%.

The Group’s pre-tax and provision profit for 2011 amounted to €592 mn versus €638 mn in 2010, when 
excluding trading results which was negatively affected by the significant reduction of the value of GGBs 
during 2011 and the loss from the valuation at fair value of Citylink investment property. When the afore-
mentioned are included, the pre provision profit reached €385 mn versus €635 mn in 2010.

The total impairment charge on loans, bonds and other assets significantly increased during 2011 to €7.9 
bn versus €0.6 bn in 2010, mainly due to the PSI impairment charge, and the higher impairment loss on 
loans, attributed to the macroeconomic conditions. In addition to the aforementioned impairments, an 
amount of €0.3 bn attributed to the “recycling” of the available for sale (AFS) portfolio’s negative reserve 
in the income statement, and an amount of €84 mn related to the impairment on the value of intangible 
assets (goodwill) were recorded. It should be noted that the last two impairments did not affect the Group’s 
regulatory capital, as they already constituted deducted elements.

The Group’s after tax results attributable to shareholders from continuing operations for 2011 including the PSI 
impairment recorded a loss of €6.6 bn. The Group’s net total comprehensive income, which includes the valu-
ation of the AFS portfolio has affected equity capital, amounted to -€6.3 bn in 2011. It should be noted that a 
deferred tax asset of €0.4 bn which is related to PSI was recognized in Q1 2012, thus increasing by an equiva-
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lent amount the Group’s net results and equity in the quarterly period. The result from discontinued operations 
in Egypt amounted to -€37 mn in 2011 versus -€42 mn in 2010.

:
s
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CHAPTER 3
2011 PIRAEUS 
SHARE DATA

MARKET DEVELOPMENTS 

Although economic recovery and company profitability developed at a relatively satisfactory rate inter-
nationally in 2011, the concerns about developments in the Eurozone primarily as well as concerns re-
garding the global economic slowdown led to a downward trend in equity and commodity markets but at 
the same time there was strengthening of the bonds markets. Concerning equity markets, the American 
index S&P 500 remained almost unchanged while the rest of the trading indices recorded notable de-
cline. Performance of raw materials and commodities was also negative, -11% on average (Continuous 
Commodity Index), with the exception of oil prices (+8% crude) and gold (+10%). There was significant 
strengthening of German and USA government bonds, where the yield of 10-year bonds fell by 113 and 
141 bps respectively. In this context, there was a decrease in the exchange rate of EUR/USD (-3.2%) 
and a significant strengthening of the Japanese YEN (5.2% versus USD).

Equity Indices 
(values at year end)

31.12.2011 Δ%
y-o-y

S&P 500 1,257.60 -1.5%

ΚΒW Bank Index ΒΚΧ 39.4 -25%

Eurostoxx 50 (SX5E) 2,316.6 -17%

ESTX Euro Stoxx Bank Index 99.4 -38%

Nikkei 225 8,455.4 -17%

MSCI Emerging Markets (MXEF) 916.4 -20%

ATHEX General Index 680.4 -52%

FTSE/Athex -20 264.9 -60%

ATHEX Banking Sector Index 262.9 -79%

Piraeus Bank Share Price (€) 0.25 -87%

In 2011 equity markets found themselves under a pressure disproportionate to the developments in com-
pany fundamentals. For example, the almost zero return on the US S&P 500 is countered by a satisfactory 
increase in company profitability (10%) and a decrease in company funding costs (-0.85% in 10 years). In 
the Eurozone, pressure was more intense as the economic crisis has started to impact economic growth 
while in the emerging markets this pressure was connected to both the international effects of the Euro-
pean crisis (mainly due to the decrease in loans from banks) and to the domestic decrease in profitability 
and the restrictive monetary policy that most central banks in these countries followed.

The developments in the Eurozone crisis will most probably continue to define the course of the markets 
in 2012 as well. They will also continue to adversely affect the economic data until a definite resolution 
to the crisis is considered certain. Given that there is now also a political aspect to the problems in the 
Eurozone, economic projections are more difficult than usual. As much of the financial data in the US 
is showing signs of acceleration in economic growth in 2012, reducing the uncertainty in the Eurozone 
(partially or even transiently) could trigger a significant improvement in investments (increase in shares, 
decrease in bonds) in 2012.
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Banking Sector: In 2011 bank shares under-performed compared to the basic indices. Apart from the 
concerns regarding the Eurozone, the financial sector worldwide is also under infrastructural and regulatory 
pressure. De-leveraging of the private sector and a stricter regulatory framework are expected to have an 
adverse effect on the long-term profitability prospects. At the same time, the policy of Central Banks to 
purchase long-term bonds maintain the level of long-term – short-term interest rates low, thus having a 
negative impact on bank profits. At the present levels of relatively low valuation levels, most of the above 
have been calculated; consequently, even marginal improvements in the European crisis could lead to 
medium-term over-performance (especially in Europe). In the long term the most important uncertainties 
remain.

Greece: Approx. 85% of the total decrease of the ATHEX General Index (-52% in 2011) could be attributed 
to the increase in the yield of 10-year GGB bonds and the negative course of international equity markets. 
Consequently in 2012 even marginal improvements in Greece’s funding costs could lead to significant 
recovery in share market values. In contrast, a deterioration in the Eurozone crisis due to a transmission 
of the economic crisis to other countries with a stable environment in Greece would also lead to further 
pressure on the Greek share market (due to the decrease of international equity markets). The banking 
sector’s shares remain dependent on the developments in the country’s loan cost and on the completion 
of the process of recapitalization; on the other hand, companies with an export orientation are even more 
sensitive to expectations of global growth and to international share markets.

PIRAEUS BANK SHARE

Respectively, the stock market development of the Bank’s share price was affected primarily by the nega-
tive Greek macroeconomic developments, thus presenting great volatility. Consequently, the share price 
followed the negative trend of the ATHEX in 2011, closing the year with a 87% decrease at €0.25 with 
€0.3 bn in capitalization. The average daily trading volume in 2011 reached 3.5 mn shares.

Apart from the ATHEX General Index, the Piraeus Bank shares also participate in a number of indices, such 
as the FTSE/ATHEX (Βanks, 20, International), FTSE/ATHEX-CSE Banking Index, FTSE (Greece Small Cap, 
RAFI All World & Developed 1000, Med 100, FTSE4Good Index Series), MSCI (World Small Cap, Europe 
Small Cap, IMI, Greece Small Cap), Euro Stoxx (TMI, Sustainability), S&P (Global BMI, Developed BMI) και 
Russell Global (SC Growth, SC Value)..
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CHAPTER 4
TARGETS AND

OUTLOOK FOR 2012

The 2nd Economic Adjustment Programme for Greece which was agreed by the Leaders of the European 
Union and IMF in February 2012, and the completion of the PSI Greek Government bond exchange pro-
gramme in March 2012, comprise the basis that will enable Greece to take the necessary measures for 
medium term recovery from today’s crisis and ensure a sustainable model of economic growth.

The Greek banks -among the key lenders to the Greek State- suffered great capital losses from the PSI 
programme as they held in their portfolios significant amounts of Greek Government bonds (GGBs). At 
the same time, by operating in conditions of prolonged recession, the Greek banks are facing difficul-
ties deriving from extremely restricted liquidity, significant increase in loans in arrears and a decrease in 
demand for banking products and services.

In this context, 2012 not only represents a milestone year for the Greek banking system but it is also the 
year where the Greek economy is expected to restart gradually. The two are obviously inter-connected: 
the banks are awaiting the gradual restoration of economic conditions, through financial consolidation 
and the implementation of structural reforms; and, the economy is in need of the provision of prudent 
funding to financilly sound private activities if medium-term growth rate is to be regained, thus emerg-
ing from this unprecedented economic crisis. Moreover another stability factor has emerged and that is 
linked to the political environment and its need for a consistent governance.

In the framework of the legislative amendments for the recapitalization of the Greek banking sector, 
Piraeus Bank submitted in early 2012 its detailed Business Plan for the period 2012-2015 as well as 
Capital Plan to the Bank of Greece; furthermore, in March 2012 the Bank participated in the PSI pro-
gramme, recognizing an impairment of €5.9 bn pre-tax, which was posted in 2011 financial statements.

The exact amount that will be required to restore Piraeus Bank’s Core Tier I ratio to 9% by September 
2012 – regulatory requirement - will be finalized following consultation with the Bank of Greece. Apart 
from the PSI impact, the results of the BlackRock Solutions diagnostic exercise on the domestic loan 
portfolio (commissioned by the Bank of Greece) and the estimated pre-provisions profitability of the 
next period 2012-2015 (according to the submitted business plan) will both be taken into account in 
determining the amount of capital required.

In order to deal with the negative consequences of the PSI and the economic crisis on the Greek banks’ 
regulatory capital, the new Economic Adjustment Programme has made provisions to fully ensure the 
Greek banks’ capital adequacy and the stability in the Greek banking system in general.

The Hellenic Financial Stability Fund (HFSF) has already provided an Advance of €4.7 bn for its participa-
tion in the Bank’s upcoming capital stock increase. Thus, Piraeus Bank’s total capital adequacy ratio was 
restored to the 8.7% pro-forma levels at the end of December 2011.

At present, determining crucial issues concerning the process and terms of recapitalization of Greek 
banks is pending; this will also have an impact on the way it will be conducted, on the desired investor 
and HFSF participation, on the schedule and on the other technical details.

In any case, Piraeus Bank’s management and employees continue to support every sustainable 
growth effort that will benefit the Greek economy and society, assuming a gradual recovery of the 
Greek economy as of 2013.
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Although the risks both political and economical remain significant, the systems for risk management 
and balance sheet safeguarding are strong and continually upgraded. In this way, the Bank will be in a 
position to contribute to the enhancement of demand and gradual restoration of the economic climate 
in Greece when the expected recovery of the economy takes place.

The Bank’s main targets for 2012 are: the completion of the already initiated recapitalization process; 
the preservation of the necessary levels of liquidity (by preserving and recovering customer deposits 
following the notable outflow in the Greek banking system in 2010-2012, and by means of the Euro-
system); effective management of loan portfolio quality; drastic measures to reduce operating costs by 
approx. 10%; and, financing of defensive and extroverted sectors of the Greek economy.
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CHAPTER 5
OPERATIONS
IN GREECE

In 2011, Piraeus Bank Group’s domestic operations mainly followed market conditions. At the same time, 
the Bank continues to firmly concentrate on providing a high level of service to its customers, the majority 
of whom have a long-term cooperation with Piraeus Bank. It should be noted that despite the decreased 
market demand for banking services, the number of Bank customers in Greece rose by 180 thousand, 
reaching 2.5 mn customers in 2011.

Moreover, both the cross-selling index and the customer satisfaction index remained stable with a slight 
upward trend despite the negative market developments and the lack of trust due to the unprecedented 
economic crisis that Greece is facing.

Piraeus Bank still holds a significant position in business banking and leasing services, while investment 
banking and third-party asset management followed the slow market trend. Piraeus Bank continues to 
have a broadly dispersed presence in various sectors of the economy, while its credit exposures are signifi-
cantly secured with collateral and guarantees. 

Along with traditional banking fields, in the last decade Piraeus Bank has had a leading role in emerging 
sectors with significant potential for development, like green business and e-banking, which are expected 
to play an increasingly significant role in the total reforms taking place in Greece in this period.

As far as the Bank’s financial performance in 2011 is concerned, gross loans of Piraeus Bank and its sub-
sidiaries in Greece fell by 3%, at €29.7 bn. The Bank’s loans market share remained unchanged at 11.5% 
at year-end 2011.

The economic recession, the increased tax liabilities of depositors, an expected further-reduced economic 
activity, and less disposable income, and economic uncertainty are once again the factors which have a 
negative impact on business and household deposits. The Group’s deposits in Greece -excluding the Greek 
State’s which were nullified in December 2011 from  €1.65 bn in 2010- showed an annually change of 
-20% versus -17% for the Greek banking market. The Bank’s deposits market share was 10.0% at year-
end 2011. Time and savings deposits had a higher decrease both in the market and in Piraeus Bank, a 
consequence of the fact that households and businesses used their available funds within the settlement 
obligations and the continued operation of their transaction cycle. 

Regarding the Group’s financial performance in Greece for 2011, it should be noted that recurring sources 
of revenues showed resilience, while net interest income decreased by 3% y-o-y, due to the increased cost 
of deposits retention and the cost of liquidity use through the Eurosystem, a fact which was however offset 
by the systematic re-pricing of loan relationships adjusted to market conditions.

At the same time, the Group’s operating costs in Greece fell for a third consecutive year. The 6% decrease 
was achieved by limiting personnel expenses as well as general administrative expenses. During the 3year 
period 2009-2011 Group’s operating cost in Greece reduced by 13%. 

Despite the above, the significant increase of provisions year on year due to the inevitable deterioration of loan 
portfolio quality in Greece, as well as the PSI impairment charge burdened the results of domestic operations in 
2011.

Concerning loan portfolio quality, the loans in arrears ratio of Piraeus Bank Group in Greece was 13.2%. 
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Main Domestic Figures Dec. ’11 Dec. ’10 Δ%

Gross Loans (€ mn) 29,729 30,602 -3%

Customer Deposits (€ mn) 18,057 24,359 -26%

Branches 346 360 -4%

Employees 6,172 6,370 -3%

RETAIL BAnkInG

Retail Deposits - Investment Products
In 2011 the banking system was significantly generally affected by the economic environment in Greece 
and internationally as well as by depositors’ intense concerns. Consequently, it recorded notable capital 
outflow.

The Bank’s strategy concerning retail deposits focused on creating innovative products and services that 
offer complete solutions to the real needs of high-value customers that have entrusted Piraeus Group - 
such as affluent customers and those with deposit-savings accounts. 

The year 2011 marked the launching of Piraeus Bank’s Axia Personal Banking programme in 142 Bank 
branches. The aforementioned programme constitutes a new model of banking that provides collabora-
tion and services to affluent customers. It aims to provide customers with added-value services which are 
not limited to interest rates but also include assistance with better customer financial planning in order to 
achieve their goals and thereby saving time. The programme encompasses innovative for the Greek mar-
ket services for optimum management of finances (“Joint Management of your Finances” “Joint Financial 
Planning”, “Regular Monitoring Portfolio”), pricing and special privileges. With an emphasis on providing 
advice and management, customers of Axia Personal Banking can benefit from the personal service of their 
Relationship Manager at the branch as well as of other specialized consultants.

Moreover, the Bank recognizes that its deposit-savings customers require simple solutions to effectively 
cover their increasing needs for better management and security, and has therefore created a new group of 
products that provide such solutions. This new “platform” includes a complete Savings Guide with useful 
and practical advices as well as two savings accounts “Mporo” and “Axizei”, designed to provide comple-
mentary coverage of different customer needs and demands. 

Furthermore, the Bank held in 2011 for the last year its Deposit Accounts Raffle Draws. This innovative 
contest which lasted 4 years completed its cycle with the Bank having  given out total cash prizes of €5.4 
mn to 4,829 lucky customers. 

At the end of 2011, Piraeus Bank’s retail deposit market share was 9%, marginally lower compared to 
2010. Retail deposit balance was €14 bn.

Mortgage and Consumer Credit
In 2011 and accordance with the Bank’s environmental policy, special emphasis was placed on the design 
and promotion of green products, thus giving consumers the opportunity to invest in solar energy and 
to improve their homes’ energy efficiency by taking advantage of the financial incentives provided by the 
Greek State.

The Bank significantly enhanced its lending for the purchase and installation of photovoltaic systems in 
homes – both through branch network and through further development of collaborations with businesses 
that are active in the field of renewable sources of energy (RSE’s). The Bank’s market share was at 21% 
(data of Public Power Corporation December 2011 on domestic photovoltaic systems up to 10 kW).
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In 2011, the Bank actively participated and committed itself in the Subsidized Programme “Energy Saving at 
Home” managed by E.T.E.An. SA (Hellenic Fund for Entrepreneurship and Development SA) and co-funded 
by national and European resources. The programme provides home repair loans with preferential terms for 
energy-efficiency in private households. The Bank is one of the basic pillars of the programme, with 40% of 
the signed loan agreements and 55% of the granted loans. More than 1,000 households have already initiat-
ed the required interventions to improve their homes’ energy-efficiency, to have savings in energy and money.

On the basis of the liquidity needs which have appeared stemming from the implementation of the new 
extraordinary tax measures and the special taxes and fines for adjustment of property issues the Bank’ en-
hanced its financing products and developed a new multi-loan product with preferential terms that offers 
the possibility to arrange the various financial obligations towards the Greek State.

It should be noted that in 2011 as well, particular care was given to facilitation measures to mortgage 
holders facing difficulties in regular repayment due to the economic crisis. 

At year-end 2011, Piraeus Group’s mortgage credit balances in Greece reached €6.0 bn, showing a marginal 
decrease of 1% versus 2010. The market share was 7.7% almost stable compared to 2010.

The Group’s total consumer credit balance (excluding credit cards) in Greece amounted to €2.0 bn, with an 
11% decrease from 2010 versus -6.4% of Greek market. The  Group’s  market share was 7.2% at the end of 
December 2011.

Credit Cards
In 2011, credit cards experienced even further pressure both on the total number of credit cards in circula-
tion in the Greek market (-14% versus 2010) and on their turnover1 at points of sale (-12% versus 2010). 

At year-end 2011, Piraeus Bank’s portfolio included 287,400 active credit cards compared to 317,700 a 
year ago. The total turnover reached €582.5 mn, reduced by approximately 14% versus 2010, with their 
outstanding balances at €700 mn, down by approximately 10% versus December 2010. Piraeus Bank’s 
market share, as far as balances are concerned, recorded a slight increase, reaching 9.6% versus 9.2% in 
2010, with the expenditure per card remaining almost unchanged.

In 2011, the upgrading of credit cards with EMV Chip & Pin technology was initiated and it is still in prog-
ress, with the aim of strengthening the security of transactions at physical points of sale. 

In addition, two new products were launched: the co-branded AVIS Visa card and Visa Infinite; which are 
addressed to Bank customers of the highest economic level. Miles & More MasterCard was upgraded to 
World product, thus offering Piraeus’ customers upgraded insurance benefits.

The programme offering 0% interest on purchases at supermarket, gas stations and health services 
throughout the year was also implemented.

The e-statement service was provided, by which all Piraeus Bank credit card holders have direct access 
to their card account via electronic form, should they request to do so, thus contributing to protection of 
the environment. Furthermore, the service offering the possibility of paying debts to the State via credit 
card and with up to 6 installments was further enhanced and it was provided directly from Piraeus Bank 
branches.

Finally, from mid-2011, the Bank’s card transaction monitoring service was extended to 24hours/7 days 
a week, thus contributing to increased safety in its customers’ transactions.

Agricultural Banking
Despite the extremely adverse economic conjuncture, Piraeus Bank continued to actively support the Pri-
mary Sector by providing medium-term loans aimed at agricultural production (agricultural land purchase, 
for example) carefully increasing its balances. It also funded selected farms with good financial data for the 

1 Source: Visa Europe data December 2011.
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installation of small photovoltaic parks with up to 100 kW in power output. In addition, in 2011 the Bank 
once again provided short-term funding (such as collecting in advance agricultural subsidies) which not 
only enables many producers to cover their cultivation expenses but also gives very small farms the neces-
sary liquidity to their viability. This latter funding distinguished the Bank from its competitors, who almost 
nullified such loans. A similar policy was followed regarding strengthening through the guaranteed loans to 
co-operatives across the country.

Regarding new collaborations, growth was particularly selective and mainly targeted at achieving deposit 
agreements. As far as applications are concerned, there was continued effort to upgrade services provided 
either with specific improvements or by offering new opportunities.

At the same time, various adjustments were made to facilitate the Bank’s compliance with the legisla-
tive amendments in the agricultural sector (law on insuring agricultural produce and payment of insurance 
contributions, new framework for operation of agricultural cooperatives, etc). 

Portfolio Management & Collections 
In 2011 the existing programmes that supported customers to address the consequences of the crisis 
continued. In addition, new programmes for individual debt adjustments were successfully implemented, 
thus assisting individuals adversely affected by the economic situation. The aim of these adjustment pro-
grammes is the offering of a variety of proposals and alternative choices to customers in order for the Bank 
to better respond to their needs.

Moreover, the use of statistical models of credit behaviour was extended to all stages of the credit cycle, 
with emphasis being placed on the collections process and the adjustment process for customers having 
difficulty with their regular loan repayments. In particular, the collections process models and strategy were 
upgraded thus improving effectiveness and reducing operating costs.

At the same time, the system managing loan delinquencies was upgraded in order to enable a more flexible 
management of strategy changes, and strong portfolio segmentation based on rules. Interface between 
the debt collection system and adjustment management system was achieved, as well as the utilization of 
information at branch level (by means of light interface information).

Other methods of managing credit risk remain: portfolio restructuring, population distribution of borrowers, 
and monitoring of non-performing loans. Specific analyses were further expanded to provide more com-
plete and speedier information on portfolio development, with the aim of more direct and more effective 
management of Retail Banking portfolio.

Bancassurance Products and Insurance Brokerage
Piraeus Bank’s Bancassurance Unit was established in 2008 with the aim of developing systematic sales in 
Greece and abroad mainly through its branch network but also through alternative channels of communica-
tion with customers (call centre, the e-banking platform winbank).

With its specialized know-how, the Bank aims to make use of strategic collaborations with the insurance 
companies InG and ERGO, thus maximising the value for Bank. The key axes for improvement and moni-
toring are: effective bancassurance product sales combined with proper and direct serving of customers, 
with motivation and development of coaching as well as improvement of the required sales procedures.

These results are enhanced by the collaboration with subsidiary Piraeus Insurance Agency and the other 
bank units, which are aimed at the creation of complete bankassurance products and mechanisms for 
automatic customer management and service.

Subsidiaries Piraeus Insurance Agency and Piraeus Insurance Brokerage comprise of the joint branch of 
mediating insurance services provided by the Bank, which aims to cover Piraeus Group’s customer insur-
ance needs. Total Group managed portfolio in 2011 reached €203 mn.
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Piraeus Insurance Agency SA
Maximising on its business synergies with insurance companies InG and ERGO, the know-how of its staff, 
as well as Bancassurance Segment of Piraeus Bank, the company offers insurance solutions covering the 
daily needs of its customers. Its scope of business focuses on enhancing the sales of standard Life, Health, 
Pension and Retail General Insurance (vehicle, property, liability, personal accident) products, using the Pi-
raeus Bank network. It is also in charge of providing top training to the Bank’s branch network staff, as well 
as new product design and all the necessary marketing activities.

Piraeus Insurance and Reinsurance Brokerage SA
The company operates as a broker for all types of insurance contracts. The company’s activities are primar-
ily intended to cover the insurance needs of the Bank’s customers as well as the needs of the Group as a 
whole. At the same time, it focuses on broadening the Group’s customer base by developing relations with 
prospective individual or corporate clients. Proper organization and experience coupled with solid synergies 
with first class insurance companies in Greece and abroad enable the company to ensure complete cover-
age, low premiums and high quality services.

BUSInESS BAnkInG

The Bank’s operations with business customers have always been at the forefront of the services it pro-
vides. Throughout the Bank’s course, emphasis has been placed on small and medium-sized business 
banking, with 2/3 of its loan portfolio having been targeted at this sector, with the remaining business loan 
targeted at large businesses, project finance and shipping.

The Bank’s attention, both before and during the economic crisis, is turned to selecting high quality cus-
tomers, to systematically risk monitoring them by means of the most advanced tools, to extending its 
exposure to the most promising sectors of the economy, to ensure its lending with strong collateral and 
guarantees, to pricing relative to risk assumed, and to continued efforts for cross-selling enhancement.

Business Deposits
Private-sector business deposits balance in Greece at year-end 2011 stood at €3.3 bn decreased 22% 
y-o-y – at the same level as the Greek market (-20%) in this category – as liquidity in the business world 
faced great pressure. 

As expected, the domestic economic and political developments in 2011 affected deposits, leading them 
to a particularly intense volatility. Moreover, there was a significant decrease in the Bank’s general govern-
ment deposits during 2011-again following the trend of the Greek market- due to the conditions of limited 
liquidity of the Greek State. Under these particularly demanding conditions, the Bank’s relevant market 
share reached 12%. 

It should also be noted that despite the adverse economic conditions, the Bank continues to take advan-
tage of its know-how of operations with legal entities of the wider public sector. In 2011, it participated in 
tender offers for broad collaboration with over 565 agencies concerning cashflow management, payrolls, 
automated payment systems with municipalities, municipal businesses, prefectures, hospitals, secondary 
and tertiary educational institutions, pension funds and other legal entities – this resulted in payroll activi-
ties not only of public organizations but of businesses in the private sector as well. These co-operations 
resulted in a significant increase in the customer base, with over 28,000 new payroll customers. In total, in 
the payroll sector the Bank serves more than 413,000 employees in the public and private sector. 

Business Loans and Advances
Piraeus Bank Group holds a strong position in business financing in the domestic market, with considerable 
diversity in all sectors of the economy and emphasis on services to medium and small-sized enterprises. 
At year-end 2011, total loans to businesses in Greece reached €20.0 bn, reduced by 1% y-o-y compared 
with 2010.  Loans to large businesses reached €8.5 bn, while loans to medium and small-sized businesses 
were €11.5 bn. At the end of 2011, the Bank’s market share in Greece for all business loans stood at 14%. 
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Piraeus Bank serves 65 thousand legal entities in Greece, of which 35 thousand hold a loan relationship 
with the Bank. In addition to these, it serves more than 60 thousand personal businesses, thus raising the 
total of business customers in Greece to over 125 thousand, or 12% of total businesses in Greece.

In an effort to maintain the quality of sound management of credit risk deriving from its business portfolio, 
particularly because of the adverse domestic economic conditions, the Bank’s Credit Division actively and 
systematically participates in the process by applying uniform credit policy and practices and by strictly 
abiding by the processes of approval, renewal and close monitoring of credit limits.

For the achievement of the above, teams of specialized executives have been formed, which deal with the 
evaluation and monitoring of the business loan portfolio of Bank customers as well as that of its subsid-
iaries in Greece and abroad. With the aim of shielding the Bank’s balance sheet, even stricter evaluation 
criteria are applied, targeted at enhancing the Bank’s position by means of refinances, strengthening of 
collateral and risk-based pricing. The in-depth knowledge and experience of the Bank’s credit and account 
officers, both on risk management and in the provision of high-standard, customer-centred service, have 
an invaluable role in this.

Large Enterprises and Structured Finance
The Group’s Large Corporate and Structured Finance Division (LCS&FD) provides banking operations, orga-
nises and participates in structured finance of large corporates, in project finance and real estate finance, 
and, finally, provides debt restructuring and infrastructure financial consultant services. 

The key factors that shape the Group’s policy in this market sector are the quest to achieve optimum 
results in managing and developing the business portfolio as well as to create added value both for the 
Bank and for its customers through the timely identification and holistic approach to their needs. More 
specifically, the key points of LCS&FD’s operation model are flexibility and immediate response to requests 
by business customers, and the important synergies that are formed from cross-selling the Bank’s entire 
product range.

The particularly adverse market conditions throughout 2011 resulted in the LCS&FD aligning itself with 
domestic market conditions, which are characterised mainly by a significant programme of restructuring 
and refinancing of existing loans of business customers, and extensive changes to loan terms, such as 
extension of loan margin, reduction of financial leverage levels, reduction of loan duration and strengthen-
ing of repayment security framework. More specifically, the main strategic axes for 2011, were as follows: 
  continuing support of existing customers taking into consideration creditworthiness, aiming for better 

loan repayments, as well as income increases from parallel activities, 
  support of the sector for financing of large infrastructural projects -mainly Renewable Energy Sources 

Projects (RES)- combined with further development of parallel activities from Infrastructure Advisory.

Within this framework, in 2011, the LCS&FD: preserved loan balances at stable levels; achieved significant 
increase both in interest income and in commissions and guarantees income; and showed an increase 
in income from consultant service commissions and key financial sponsorship - compared to equivalent 
volumes in 2010.

It is worth noting that Piraeus Bank, amidst a particularly adverse economic environment in 2011, contin-
ued proving with actions its support of the infrastructure sector –which is considered the “locomotive” of 
the re-launching of the Greek economy. In particular, the Bank’s specialised project finance team:
  actively contributes to the efforts to re-launch major road works in Greece, as a key member of the steer-

ing committee on works in: a. Maliakos-kleidi section Motorway, and b. Central Greece Motorway, 
  through its role as financial consultant and key financial sponsor, the Bank organises the funding of one 

of the largest private investments of total value approximately €320 mn which concerns the construction 
and operation of a 423 MWp combined cycle gas turbine power plant, and

  in the framework of the European Investment Bank’s tender offer for the implementation of the EU ini-
tiative JESSICA in Greece, the Bank participated and undertook the formation and management of the 
Urban Development Funds (UDF) of Central Macedonia and Thessaly for the promotion and implementa-
tion of JESSICA initiative. The UDFs’ aim is to utilize EU resources for the creation of urban development 
actions which will be in the form of sustainable investments. 
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Shipping Banking 
In 2011, a significant decline was noted in the shipping sector. The dry bulk cargo market was at a sig-
nificantly lower level throughout the year compared to 2010. As regards the tanker market after the first 
quarter there were signs of a downturn which resulted in a decline of a lesser extent than that of dry bulk 
cargo. Lastly, despite a positive start in the container market, by mid-year this trend had reversed resulting 
in low levels. 

The Bank’s loan portfolio in the sector of ocean-going shipping at year-end 2011 was €1.4 bn. The Bank 
continues to support its shipping customers against fluctuations in shipping markets while at the same 
time placing particular emphasis on careful risk management. 

Medium and Small Enterprises Banking
The field of medium and small sized enterprises has been the prime business field of Piraeus Bank in 
Greece for almost two decades. The Bank aims to serve medium-sized enterprises with an annual turnover 
of €2.5 mn to €100 mn and self-employed professionals and small enterprises with an annual turnover 
under €2.5 mn. Traditionally the Bank has been collaborating primarily with medium-sized Greek enter-
prises. However, in recent years it has gradually established a notable presence in small enterprises and 
self-employed professionals.

The prolonged recession in Greece has significantly affected the growth of medium and small sized enter-
prises. The downturn in demand impacted business turnover, which, combined with limited liquidity and 
uncertainty about the developments in the economy, create a particularly difficult environment for business 
activity. However, the existing conditions, despite presenting difficulties, also create new trends in the mar-
ket and new opportunities at targeted sectors of activity. 

In 2011, in order to complement this successful business model serving the above customer market sec-
tors, Piraeus Bank placed particular emphasis to the following, among others: 
  the provision of high quality products and services that cover the specialised needs of businesses,
  enhancement of the effectiveness of centralised operations with economies of scale, 
  reduction of branch network’s workload regarding credit analysis and business loan management thus 

allowing it to focus on providing excellent service,
  more active management of customer relations by branch network executives, with an emphasis on 

increasing cross-selling indices, on infiltrating new customer sectors and on supporting local market 
shares.

The consistently high quality of service that Piraeus Bank offers Greek medium and small enterprises is the 
reason for the long-standing collaboration with them: 2/3 of these businesses have been collaborating 
with the Bank for more than 5 years- thus proving their trust in the Bank- and have on average 5 products 
with the Bank.

In 2011, the loans in arrears for medium and small businesses reached 13.6% in Greece, while total busi-
ness loans for the Bank in Greece reached 11% versus Greek market average of 14%. 

The main channel of service and contact with business customers is the Bank’s national branch network, 
while specialised central units/business centres have the approval authority over credit risk exposure. Both 
the business centres and centralised units of Piraeus Bank have been staffed with experienced relationship 
managers and credit officers who are distinguished for their extensive experience in issues of growth and 
credit assessment, who have knowledge of local markets and their unique conditions and of the specialised 
needs of business customers per region and sector.  

Moreover, due to market conditions, the Bank placed even more emphasis on its policy on business loans 
with a significant level of collateral. At year-end 2011, collateral on loans to medium and small-sized busi-
nesses (after haircut) and guarantees reached an percentage that exceeded 80%.
At the same time, particular emphasis was placed on sectors with significant growth prospects, such as 
that of green entrepreneurship. It should be noted that in 2011 loan balances on green loans in the me-
dium and small business sector surpassed €200 mn.
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Finally, concerning Piraeus Bank’s Small Enterprise and Professionals Division (SEPD) activities in 2011, 
the following are noteworthy:
  increase in productivity through optimization of approval procedures in combination with the pilot pro-

gramme “Small Enterprises & Professionals”, by promoting a new service model with specialized ex-
ecutives in the Bank’s branch network with immediate goal of expanding it to 65-100 branches, while 
improving the net interest margin;

  improving overall loan balances with new Green loans fully covered by Hellenic Transmission System 
Operator S.A. (HTSO);

  successful implementation of transfer of customers from  Business Centres and Medium-sized Enter-
prises to SEPD, thus raising the latter’s total customers managed to 16 thousand;

  promotion of green entrepreneurship with funding of 306 new investments in Photovoltaic Parks in 2011, 
reaching a total of approximately €171 mn in loans;

  processing and approving of a further 193 investment plans of €31 mn, to materialize in 2012, while 
also forming the prerequisites for funding of new RES (Renewable Energy Sources) technologies (wind 
turbines up to 50 kWp);

  management of all new development programmes as well as programmes of ETEAn SA and of Export 
Credit Insurance Organization (ECIO).

Full incorporation of the merchant customer sector into SEPD was achieved through:
  application of uniform credit policy;
  development and implementation of uniform system of approval and of Extranet & e-market applications 

and digitization of relevant Merchant customer documents;
  reassessment based on credit and transaction behaviour totalling 3,994 extranet and 7,141 e-market 

customers;
  maintaining the smooth operation of Group Deals collaborations with approximately €600 thousand in 

total revenue y-o-y for the Bank (from management fees, account expenses and interest margin).

FInAnCIAL AnD OPERATInG LEASInG 

Financial Leasing - Piraeus Leases SA
Similarly to the Greek economy, the leasing market, was also adversely affected by the deep recession of 2011. 
Deleveraging replaced credit expansion and effective management of existing assets was upgraded to the pri-
mary goal of companies in this field. Within this limiting framework, Piraeus Leasing was successful, maintaining 
on- balance volumes and profit and loss statements as best as possible.

new activities reached almost €50 mn with leased assets reduced by 10% to €1.032 bn. nevertheless, net 
interest income noted a 15% increase, reaching €13 mn, and staff expenses a 10% decrease. The result 
of the efforts towards optimized management and given the economic conditions was a 12% increase of 
pre-provision profits to €9 mn.

Strengthening of provisions reserve consists of a strong defence mechanism against the adverse eco-
nomic conditions. Consequently, provisions almost tripled and this trend is expected to follow in the same 
direction in 2012.

Operating Leases –Olympic Commercial and Tourist Enterprises SA (AVIS)
Olympic Commercial and Tourist Enterprises SA, which operates under the AVIS trademark is involved both in 
short-term and long-term leases of vehicles. More specifically, in long-term leases, which account for 83% of 
the company’s leasing activities, there was significant effort to maintain both the market share and leases in 
spite of the crisis the Greek car sector faced from increased taxation and the particularly adverse economic 
climate during 2011.

The 2011 total company fleet reached approximately 30,000 cars. The company succeeded in limiting 
turnover losses from rentals to -4.5% with new vehicle purchase market having suffered significant de-
creases of -31%. Although reduced versus 2010, the company had profits in 2011, which resulted in a 
positive performance for its shareholders. At the same time, and with liquidity as one of the greatest prob-
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lems being faced by companies in the Greek market, the company achieved positive cash flow, reduced 
its borrowing and has sufficient liquidity for development and investments. During 2011, the merger with 
Piraeus Multifin - Piraeus Bank’s subsidiary active in the field of merchandise funding for businesses in the 
new and used car sales. The subsidiary also acts as intermediary between the Bank and retail customers 
wishing to purchase a car through a consumer loan. The company is currently collaborating with 330 car 
dealers and auto importers around Greece, of which 180 are second hand cars dealers and 150 are official 
networks of new car dealers. Given the conditions of the car sales market in 2011 combined with lower 
approval rates by -16%, the company had a 58.5% decrease in new disbursements, while the market in 
general fell by 31% and inclined towards cars of lower price and engine size by 80% of its total.

In the framework of the company’s growth, Olympic Commercial and Tourist Enterprises SA  acquired 
AVIS Rent A Car –active in the in short-term car rental in Attica. The company operates as a licensee of 
BUDGET trademark, with Olympic as its Master Licensee in Greece since 2008. Olympic Commercial and 
Tourist Enterprises SA remained the largest car leasing company in Greece in 2011 as well. The com-
pany’s assets reached €523 mn in 2011, up by 17%, with turnover also increasing by 44% at €189 mn. 

BUSInESS FACTORInG

Piraeus Factoring SA, 100% subsidiary of Piraeus Group, was founded in 1998 and is a member of 
the international organization Factors Chain International (FCI), which collaborates with the most 
important factoring organisations abroad, and of the Hellenic Factors Association.

The company provides services that cover the entire range of domestic and exports Factoring to busi-
nesses by funding their receivables and ensuring effective management and constant evaluation of the 
solvency of existing or new partnerships, as well as providing insurance coverage of credit risk.
Despite the negative economic climate, the company reported 12% increase in profits in 2011, achieving 
pre-tax profits of €4.6 mn while at the same time maintaining a low ratio of bad loans over total loans.

It is noteworthy that Piraeus Factoring received the first prize at the annual FCI conference – which 
is attended by 252 Factoring companies from 67 countries- as the company with the Best Service 
Quality Improvement in exports Factoring.

WInBAnk

2011 was another year of awards for winbank services by distinguished magazines such as “Global 
Finance” (“Best Consumer Internet Bank” in Greece), “PC Magazine”, “T3 Mag.gr” and with distinc-
tions in the “E-volution Awards 2012” contest organized by the Athens University of Economics and 
Business and Boussias Communications.

2011 was one more record-breaking year for many of winbank services. Web banking had a 20% 
increase in users, having raised its customer penetration rate by 17%, executing 69% of remittances 
and 74% of money transfers within the Bank. Phone banking users increased by 52%, with Bank 
customers using phone cashless mandates increasing by 13%. There was also noteworthy increase 
in use of the mobile banking service, following the introduction of new smart phone apps that raised 
cashless transactions by 750%. In total, there were more than 33,000 downloads to mobile phones 
with active mobile banking users exceeding 26,000. The mobile banking internet site was upgraded, 
thus offering new opportunities, and 3 new applications for smart phones (iPhone and Android mo-
bile phones) were developed.

There was also significant rise in use of the easypay.gr payment service, which raised its pay products 
to 700 (+21%) and its registered users by 30%. Significant increase was also noted in the volume 
(+18.5%) and value (+38%) of transactions. In 2011, this service was enhanced by the introduction 
of “easypay mobile”, a new app iPhones and Android phones, providing a simple and practical manner 
of payment and which had more than 16,000 downloads. 
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The “Instant Cash” service (ordered via web/phone/ATM and received through ATM cardless) offered 
through a smartphone app, led to a 77% increase in transactions in 2011, totalling more than €10 mn.

In 2011, JSC Piraeus Bank IBC (Ukraine) integrated in the winbank international platform, making 
it the 6th subsidiary to be integrated after Albania, Cyprus, Bulgaria, Egypt and Greece. Moreover, 
development of the infrastructure for direct implementation of smartphone apps to all subsidiaries 
participating winbank international platform was also completed.

Bank’s winbank Direct service, established as the first online channel for bank product sales in 
Greece. new accounts rose by 21%, with time deposit amounts rising by 68% at approx. €70 mn. 

Piraeus Bank’s ATM network of 676 ATMs, with 347 at Bank branches and 329 at offsite points, to-
talled 2012 transactions at the same levels as in 2010. In August 2011, the new Dynamic Currency 
Conversion (DCC) service was offered at Piraeus Bank’s ATMs. The number of easypay kiosks rose to 
380 (+4%) of which 293 (-2%) were installed at Bank branches in Greece, and 87 (+28%) at other 
market locations. Transactions at these machines rose by 50% and their value by 35%.

new debit cards issued reached 308,366, recording a decrease of 27% which reflects the market’s 
economic developments. Total number of transactions (ATM withdrawals and POS) rose by +8% with 
POS recording the highest increase rate (+25%). WEBUY virtual prepaid cards in their fourth year of 
circulation exceeded 57,000 showing a significant increase of 27%. 

As far as facilitating e-business retailer activity by means of the paycenter services and despite the 
difficult economic conjunction, 2011 saw a notable increase in paycenter service volumes. Total 
merchant transactions rose by 21% with a 28% rise in trade value. In actions related to e-Govern-
ment, the team participated in the study, design and materialisation of projects “Labour Stamp” 
and “Purchase Receipt Card”, in the institutional framework on electronic invoicing, and the Greek 
e-Government Interoperability Framework. 

In March 2011, Piraeus Bank inaugurated the “Think Green” platform in social media. With this ini-
tiative, the Bank continues to follow the basic rules of Corporate Social Responsibility and creates 
a community of information, education and awareness of the environment and its protection. The 
“Think Green” community was embraced by people and in its first year of operation exceeded 15,000 
friends; moreover, it was awarded at a European level by the European Financial Management Asso-
ciation (EFMA) as Best Social Media Initiative in Europe in 2011.

The existing winbank platform had equal development and response in social media. As a result of 
the complete redesign of its page on Facebook - with the introduction of many new tabs, infograph-
ics and new content categories – there was a great increase in the number of friends, with more than 
16,000 by the end of 2011.

In addition, in 2011 the Bank inaugurated two new websites: www.winbankapps.gr, which collects data, 
educational material and tutorials for the Bank’s 3 mobile applications, and www.actservices.gr for a 
company which offers accounting services to and large enterprises. A series of projects are being de-
veloped for operational re-design and transfer of all basic Group websites to this platform; they will be 
completed in 2012.

In the framework of specialized and continual training of the Bank’s employees on e-Banking services 
as well as strengthening of their familiarization with new technological trends, the preparation of the 
“e-Business Academy” were completed , and the first training cycles at  Branch network began at 
the end of 2011.Specifically, on activities related to the enhancement of the overall  experience a 
customer receives across  the Bank’s channels, the Customer Experience Management unit imple-
mented the following actions:
  The Transaction Migration Programme began as a pilot programme in 2010, aiming at sustainable 

reduction in customer service costs in branches, by promoting the use of alternative channels to 
customers queuing at the branch teller.
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  In 2011, this programme was gradually extended to the majority of the network (266 branches), 
through the appropriate training of staff, in order to emphasize to the customers the convenience 
and easy of use of the alternative channels.

  By December 2011 - 9 months since the beginning of its full rollout - the programme has achieved 
the migration of 4% of teller transactions to alternative channels. In 2012, the programme aims at 
an additional 4%migration of the teller transactions to alternative channels.

  In October 2010, Piraeus Bank became the first Greek bank to introduce the Voice of the Customer (VoC) 
programme. The programme -structured and measurable monitoring of the customer experience across 
the bank’s channels- aims at improving the experience at specific contact points, important to the cus-
tomer (Moments of Truth - MoT), and improve the customer perception and overall loyalty to the Bank. 
During 2011, the Bank has initiated the measurement and analysis of the experience of the “digital cus-
tomer”  by examining all the service channels they transact with (winbank web banking, branch network, 
Contact Center etc) and thus highlighting significant areas of improvement, aiming at offering digital 
customers the best possible experience when using the Bank’s products and services. 

  During 2012 the VoC programme will continue improving the experience of the digital customer across 
the bank’s channels; subsequently it will focus on the experience of the green and affluent customer. 

  Furthermore, in november 2011, the Bank designed a new, innovative service available to the Greek 
market: Piraeus Customer Protection. In case of loss, theft or suspicion of theft of personal and/or 
bank data, the new service assists the customer whether they are in Greece or abroad. In particular, 
in case of loss of personal or bank data, the bank provides the following to the customer:
   cancellation of Bank cards (credit/debit) and direct dispatch of new cards by courier in 

Greece and abroad,monitoring of transactions of lost cards to prevent fraud;
   direct transfer of cash (without commission) in Greece or abroad;
   privileged advisory support on recovery of personal data and objects (identity card, mobile phone).

Additionally, the wallet & shopping insurance protection included in the service provides: 
  coverage against undesirable charges or withdrawals occurring after the loss or theft of the cus-

tomer’s credit or debit card,
  purchase protection for goods purchased by use of the lost card,
  coverage of expense of replacing personal objects, such as personal documents, mobile phone and keys.

GREEn BAnkInG

Piraeus Bank defines “green entrepreneurship” as the business activity related to at least one of the 
following seven (7) economic sectors: Renewable Energy Sources (RES), Energy-Saving, Alternative 
Waste & Water Management, Green Chemistry, Green Transportation, Organic Farming, Eco-Tourism 
& Agro-Tourism.

Similarly, “green products and services” refer to products (e.g. organic products, photovoltaic panels, spe-
cial light bulbs etc) and services (funding programmes, studies and analysis, ecotourism consultations), the 
construction, sale and use of which allows for economic development, that also preserves natural capital 
and enhances quality of life. In other words, they concern products and services which are provided by busi-
nesses that fall under one of the aforementioned seven economic sectors.
Piraeus Bank’s green products and services aim to develop effective and wide-range solutions in a market 
that addresses environmental problems, and observes new legislation and guidelines, by providing the in-
vestors the opportunity to select a “clean” solution for reducing environmental impacts. The basic features 
of these products are favourable pricing and additional consultancy services for these economic sectors. 
In 2007, Piraeus Bank offered the first green banking products for installation of photovoltaic systems in 
the Greek market.

Piraeus Bank Strengthens its Presence in Green Entrepreneurship
In 2011, Piraeus Bank made the utmost use of the green strategy it had adopted in 2010. In order to better 
support its customers, the Bank:
  created a Green Banking office in Thessaloniki to cover  the needs of north Greece;
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  completed the conversion of 42 network branches around Greece into green branches;
  completed the creation of green information points at every network branch in Greece.

In addition, Piraeus Bank equipped all Green Branches with specially designed electronic audiovisual equip-
ment, which offers the possibility of e-meetings between the green business investors and specialized 
staff for a better, friendlier and more direct communication. With this innovative application, Piraeus Bank 
proves once more that it provides top level and state of the art information on green entrepreneurship 
issues. Further to providing traditional funding tools, Piraeus Bank may assume the role of the expert con-
sultant throughout all the investment procedure. 

For the high level training of the Bank’s human resources:
  An extensive and systematic training regarding Green Entrepreneurship and Green Banking  was carried 

out for 365 Bank executives from the branch network and administration,  through 20 specialized semi-
nars, raising the total number of employees trained in these fields to 1,850.

  9 seminars entitled “Climate drives Business” on issues for climate change and green entrepreneurship, tailored 
to the needs of the respective geographical region, were organized for 240 employees in 8 cities in Greece.

  An intensive “on the job” training programme was organized and carried out for all Green Branches, 
covering  a total of 355 employees.

  e-learning on environmental and climate change issues continued, resulting in over 3,800 trained employees.

For the promotion of green entrepreneurship, the Bank:
  directed its main volume of new financing to investments in green entrepreneurship;
  fine tuned its green products to better respond to the new market conditions;
  developed and launched a new package of innovative green services, directed at private investors and 

public organizations. 

At present, Piraeus Bank offers a wide range of loan, insurance and other products which cover the invest-
ment needs for individuals, businesses and farmers concerning RES’s, Energy-Saving, Alternative Waste & 
Water Management, Green Chemistry, Green Transportation, Organic Farming, Eco-Tourism & Agro-Tourism. 

Green Products for Enterprises which choose to either environmentally upgrade their current business 
activities or to engage in new investments that fall under the aforementioned green business sectors. 
Piraeus Bank offers a wide range of products including working capital loans medium and long-term loans, 
depending on the investor needs. 

Green Products for Individuals, and more specifically:
Mortgages to customers who purchase or construct a property with a higher energy category than the 
minimum required by the new legislation on energy efficiency of buildings

Green Repair & Consumer Loans for individuals wishing to install photovoltaic systems in their home or 
business or to improve the energy efficiency of their home/business with repairs/retrofits or purchase of 
environmentally-friendly equipment. The Ministry of Environment, Energy and Climate Change programme, 
titled “Energy Efficiency at Household Buildings”.

Green Products for Farmers, as described below:
Dedicated  loans for installation of photovoltaic stations with nominal power up to 100kW,
Bridge financing of the subsidies for professionals and certified organic farmers.

Green Leasing Products for Enterprises, through Piraeus Leasing SA, which offer the opportunity to ac-
quire the necessary equipment for photovoltaic parks by leasing it.
Green Insurance Products, among which specialised insurance packages for photovoltaic parks, covering 
both construction/assembly phase and the operation of the system, for individuals and businesses.

Green Services
Through its subsidiaries, Piraeus Group designed and developed a package of green, innovative services for 
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individuals, businesses and organizations covering all fields of Green Entrepreneurship. The current needs 
of businesses in relation to their environmental management and sustainable growth, is the field  in which 
Piraeus Bank Group can contribute decisively, both in the assessment of investment plans and in the pro-
vision of advanced consultant services. The Group’s accumulated knowledge and specialization in green 
entrepreneurship, offer the advanced technical expertise required for implementing such projects, ensure 
full support and complete guidance in every step of the investment, from the business plan assessment, 
to the very project execution, through the green services provided.

Green Investments
The equity investment fund Piraeus Clean Energy LP initiated its investment activities in 2011, under the 
supervision of the Venture Capital and Private Equity Group divisions of Piraeus Bank Group. The fund 
focuses on equity investments in Renewable Energy ventures in South Eastern Europe, especially in the 
countries that Piraeus Bank Group has presence. Furthermore, Piraeus Bank Group is a major shareholder 
in Advent Technologies, with the provision of capital equity through the Mutual Fund of Piraeus TAnEO 
Capital Fund (PCTF), initiated by Piraeus Bank with the support of the new Economy Development Fund 
(nEDF), under the management of Piraeus Capital Management (belonging to Piraeus Bank Venture Capital 
and Private Equity Group). Advent aims at developing innovative new materials and systems for renewable 
energy sources, by producing low cost polymeric membranes that are used in high temperature fuel cells. 
Lastly, PCTF invested in solid waste recycling projects.

Technical Evaluation of Projects
Leveraging the technical experience of the Green Banking Products Division and of other Group subsidiar-
ies, the Bank has ventured into the technical evaluation of projects. By ensuring the technical excellence of 
all funded green entrepreneurship projects the interests primarily of the investors and consequently those 
of the Bank’s, are fully protected. 

Results
Regarding total loans for investments in Green Entrepreneurship at year-end 2011, Piraeus Bank had 
€1,029 mn of approved credit limits and €688 mn of outstanding loan balances, corresponding to a 28% 
increase versus 2010. This figure illustrates the fact that despite the adverse economic conditions, Piraeus 
Bank holds firmly to its commitment to support Green Entrepreneurship.

More specifically, the outstanding balances of individual loans increased to €73 mn and the total number of 
beneficiaries rose to a total of 3,477. In particular, the approved loans for rooftop photovoltaic systems, at 
year-end 2011 were 2,286, raising the balances to €66 mn and gaining 21% of the market share. More-
over, by year-end 2011, 12,350 applications had been submitted for the “Energy Efficiency at Household 
Buildings” programme, with approx. 7,300 already approved, totalling €92 mn. According to ETEAn data, 
Piraeus Bank holds the 2nd place (29%) in the programme’s qualifying decisions stage as it had 2,377 of 
a total of 8,227 applications, on 27/12/2011.

Regarding green entrepreneurship loans for businesses, the Small Enterprises and Professionals Division 
green loans balances reached at €171 mn, which corresponds to a 94% increase versus 2010. As a result, 
green loans now constitute 17% of the Bank’s Small Enterprises and Professionals total portfolio. More-
over, green loans to medium-sized enterprises reached €127 mn, increased by 18% versus 2010.
Particular emphasis was placed on financing of the installation of photovoltaic parks with capacity up to 
150 kW, with 1,394 parks in operation and a total capacity of 77.8 MW, constituting 25% of market share. 
Similarly, the Bank has funded large photovoltaic projects (over 150 kW) of total capacity 58 MW, reaching 
27% of total market share. In total, the Bank has funded 155.9 MW, 25% of the total installed capacity in 
photovoltaic systems currently in operation.

By the year-end 2011, the Bank had funded total capacity of 178 MW wind parks, constituting 11% of 
total capacity of wind parks in operation in Greece. Loan balances in this sector reached €60 mn with ap-
proved limits of €69 mn. In small hydro-electric parks, the Bank raised the total loan capacity to 30.2 MW, 
having funded a 15% market share of total capacity of parks in operation in Greece.
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The total capacity of RES projects that have been funded by Piraeus Bank is 364 MW. The above financing 
activities averted the annual emission of 598 thousand tonnes of CO2 into the atmosphere, a quantity that 
would require 44.5 mn trees to be absorbed. 

Environmental Gains from Green Financing 2011

Prevented CO2 emissions 598 thousand tonnes

Credit limits in green financing €1,029  mn

Loan balances in green financing     €688 mn

Indicatively, the above data have been calculated based on the assumption that an aver-
age photovoltaic system of 1MW capacity prevents the annual emission into the atmo-
sphere approx.1,350 tonnes of CO2. A wind and a hydro-electric park of equal capacity 
prevent the annual emission of 2,450 tonnes and 3,500 tonnes CO2 respectively.

InVESTMEnT BAnkInG

Capital Market Operations & Advisory Services
Piraeus Bank provides underwriting and advisory services throughout the capital market product spectrum. In 
the field of advisory service provision, Piraeus Bank in 2011 continued to participate in projects of privatiza-
tion, acquisitions, mergers, capital increases etc. Among others, the Bank held the role of financial advisor 
and underwriter in the capital increase of the Agricultural Bank of Greece S.A. and in the same year acted as 
rights issue consultant for the capital raise and issue of a convertible bond loan for Probank S.A. 

Moreover, the Bank also played a significant role in providing financial advisory services in the process of 
privatizations of the Greek State. Piraeus Bank assumed the role of financial advisor for further privatization 
of Piraeus Port Authority S.A., of Thessaloniki Port Authority S.A., and of 10 other ports. It also undertook 
financial advisory services for the development of the former Athens airport “Ellinikon”, the sale and lease 
back of public property as well as use of public property in collaboration with subsidiary Piraeus Real Estate.

In 2011, the Bank assumed the role of financial advisor to OPAP S.A.; for the extension of the concession 
contract exclusive right to organize and conduct lottery games; for licence granting for installation and exploi-
tation of 35,000 VLT’s (video lottery terminals); and for bids submitted for tender announcements for Greek 
state lotteries. Moreover, the Bank provides financial advisory services to Athens International Airport (AIA) on 
the extension of the concession contract for operation of AIA “Eleftherios Venizelos”.

Stock Exchange Operations – Piraeus Securities SA
In 2011, despite the adverse economic conditions, Piraeus Securities S.A. maintained its position in all the 
spectrum of brokerage services and specifically in  trading of stock on international stock markets, bond trad-
ing, research and analysis and the derivatives markets.

In 2011, in the overall classification of Athens Stock Exchange, the company ranked at the top in transac-
tions – 5th place with 6% market share. 

The company’s key activities were the role of intermediary in the trading of Greek and international shares, 
Greek and international derivatives, state and corporate bonds, margin accounts while also processing stock 
market transactions  performed through the Bank’s branch network. It also offers individual investors the op-
portunity to make their transactions, in the Greek and in international markets, speedily and safely by means 
of its fully updated e-transaction platform.

In order to better serve its customers outside Athens, in addition to its head offices, the company has 2 branch 
offices in Thessaloniki and Patra as well as several associated Investment Brokerage Companies around Greece.
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During its long-standing collaboration with foreign institutional investors, Piraeus Securities S.A. has re-
sponded to their demands successfully. As a result, most international organizations with presence in Greece 
have selected the company for their stock market activities.

In the derivatives sector, Piraeus Securities S.A. was the first Greek securities company and through its ca-
pacity of Market Maker and through the Sales Division, has continual presence in all derivatives products 
and, more specifically, in Stocks Futures and FX Put Options of shares and Indices. The International Markets 
Division offers investment proposals covering the investors’ needs on an international scale, Due to the dif-
ficult conditions in the Greek and international stock markets, the Division offers a variety of alternative and 
interesting investment proposals on a wide range of financial products.

Shareholdings – Participations
In 2011, Piraeus Bank continued its capital strengthening of subsidiaries, affiliates and other equity participa-
tions of the Group. These actions are aimed at strengthening and expanding Piraeus Group’s operations, as 
well as better management at both business and operating levels.

 In order to strengthen existing equity participations, the Bank increased its equity participation in subsidiary 
companies of the financial sector abroad and in particular in Tirana Bank IBC SA (Albania), Marathon Banking 
Corporation SA (USA), JSC Piraeus Bank (Ukraine) and in Piraeus Wealth Management SA.

As far as Group company transformations are concerned, on June 30, 2011 the merger by absorption of Pi-
raeus Multifin by Olympic Commercial and Tourist Enterprises SA (AVIS) was concluded, which now provides 
mediation services for Bank funding to retail customers for car purchase.

ASSET MAnAGEMEnT

Total assets managed by Piraeus Bank Group (deposits, mutual funds, wealth management) amounted to 
€23.0 bn at year-end 2011 from €29.8 bn in 2010, as deposits fell due to the adverse market conditions 
in Greece. Including interbank obligations, assets managed by Piraeus Group at year-end 2011 amounted 
to €48.4 bn compared to €49.6 bn a year before. The decrease in deposits in the Greek market was mainly 
offset by combined support and liquidity measures by the Greek state and the Eurosystem. At the same time, 
the cost of deposit retention increased, as a result of the Bank placing further emphasis on return on assets.

Treasury 
The deepening of the economic crisis in 2011, combined with successive downgrading of Greece’s credit 
rating, led to the complete isolation of the Greek banking system from international markets. Management 
of liquidity was once more of the utmost importance, requiring overall exploitation of finance-raising mecha-
nisms, use of alternative funding sources and allocation of available funds within the Group.

Efforts focused on three main directions: support of network and other business units, management of deposits, 
optimization of management of assets considered acceptable for refinancing by ECB and Bank of Greece, and 
activation of all opportunities that the support mechanisms to the Greek banking system provided.

In supporting deposits, a strategy of direct and sincere communication with the majority of executives who 
come in contact with customers was adopted, aimed at management and rebuttal with arguments of con-
cerns that arise with every announcement of unfavourable news. Although loss of deposits was not averted, 
this strategy in combination with targeted interest rate policies, contributed to limiting the rate of decrease 
in a manner which ensures timely replacement of these funds with other sources. The main aim of all the 
relevant actions remained the Bank’s complete and unfailing response to the needs of its depositors so as to 
affirm the trust that its customers have steadily shown. 

Refinancing of marketable and non marketable assets from ECB and the Bank of Greece was optimally used to 
ensure sufficient liquidity and substitution of other sources. High fluctuations in collateral valuation rates within 
the Eurosystem hinder their management, thus necessitating constant alertness and need το provide alternatives.
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Constant monitoring and informing of regulatory authorities on estimating future liquidity needs of the sys-
tem was a key area of activity. In this framework, timely and optimal use of available support mechanisms 
was made both by receiving guarantees from the Greek State and by using them as acceptable collateral. 

Peaking of the economic crisis nullified primary and secondary activity in GGBs of which the Bank is one of the 
22 Primary Dealers. Despite this, the Bank continued its support of the Greek State with the provision of detailed 
information on bond markets and investors to facilitate decision making. The Bank participated and contributed 
substantially and on many levels to issues concerning the efforts of investors in GGBs and of the Greek State as 
Issuer in order to find mutually acceptable solutions in the direction of the sustainability of the Greek debt.

Recognising that the problems that credit institutions faced in accessing international markets are the 
same and even greater for their customers, the Bank achieved significant results in available fund man-
agement and risk counterbalancing. In an adverse economic climate, the Bank continued to unfailingly 
carry out transactions allowing its customer to successfully manage a wide range of foreign exchange, 
interest rate and goods risk. 

As a result of the Bank’s many years of activity in gold trading, its leading position in this market gener-
ated once again significant revenue due to increased customer demand. The Bank’s commencement of 
activities in the repurchasing of gold sovereign from customers had positive results. 

Wealth Management
Piraeus Wealth Management SA, a subsidiary of Piraeus Bank and BnP Paribas Wealth Management, offers 
a combination of specialization in Greece through Piraeus Bank and international know-how from BPn Pari-
bas – one of the largest bank in the Eurozone with one of the highest creditworthiness indices world-wide.

The company provides investment products and services to its customers that equal the standards of the 
best European private banks. The company offers deposit and investment products such as shares, bonds, 
mutual funds, foreign exchange also in “smart” products of the major international markets , as well as advi-
sory services for investments, tax issues and specialized sectors like property in large European cities, works 
of art etc., through BnP Paribas. Assets under management amounted to €0.7 bn at year-end 2011.

The final aspect of this collaboration was completed in 2011 with the creation of the International Partner-
ships Desk in Switzerland, which aims to offer Piraeus Group’s most affluent customers exclusively, Wealth 
Management services abroad as well. The Desk, which is incorporated in BnP Paribas in Zurich, has been 
staffed and operates in collaboration with Piraeus Wealth Management, thereby preserving the customer’s 
close relationship with Piraeus Group.

Piraeus Asset Management Mutual Funds S.A. 
Piraeus Asset Management Mutual Funds S.A. is the Bank’s investment arm in the management of mutual 
funds (M/F) and institutional investors.
In 2011, Piraeus Asset Management continued its collaboration with the international financial firms Gold-
man Sachs Asset Management, JP Morgan Asset Management, Pioneer Asset Management, InG Luxem-
bourg, BnP Paribas Asset Management Luxembourg  and Pictet Funds Luxembourg and also launched a 
new partnership with Schroder Investment Management (Luxembourg) S.A. Furthermore, the process for 
the provision of M/F in the Romanian market, through Piraeus Bank Romania, was completed.

The company manages/represents a total of 312 Mutual Funds. At year-end 2011, total M/F assets 
amounted to €0.28 bn.

Venture Capital and Private Equity
The Group Venture Capital and Private Equity, with  subsidiary Piraeus Equity Partners, is Piraeus Bank 
Group’s investment arm for investment activities in the fields of Private Equity and Venture Capital. Piraeus 
Bank Group has invested, through its subsidiary companies, in the following fields: in 8 newly-founded 
technology companies through O.F. Investments and in collaboration with Openfund thus reinforcing new 
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entrepreneurship; in 6 companies in the fields  of technology, renewable energy/ the environment and 
other specialized fields of the Greek economy with a purely exporting character through Piraeus-TAnEO 
Capital Fund and the management company of Piraeus Capital Management;  and in an RES company 
through Piraeus Clean Energy LP, an investment which began in 2011. 

REAL ESTATE MAnAGEMEnT AnD DEVELOPMEnT

In the past decade, Piraeus Group has developed a notable presence in the sector of real estate management 
and development, aiming to take advantage of the investment opportunities and the synergies that the real 
estate market offers. 

PICAR SA
The company has undertaken the utilization and operation of the Citylink Complex, covering an area of 
65,000 m2, located on the building block surrounded by Stadiou, Voukourestiou, Panepistimiou and Amerikis 
streets in the centre of Athens, until 2052. The users of Citylink include the most reliable and well-know 
companies in the Greek and global market, thus adding prestige to the entire complex and the company. 

The Citylink Complex houses Piraeus Bank’s headquarters, Attica Department Store, the “Pallas”, “Aliki” 
and “Mikro Pallas” theatres, the reputable “Holmes Place Athens” Health Club Spa, as well as premium din-
ing halls (Zonar’s, Clemente, Pasaji) and some of the most celebrated international designers’ stores. For 
2011, the company’s leasing revenue amounted to €22.2 mn. Picar also holds equity participation in  the 
company “north Landmark S.A..” that manages and operates the “Attica Golden” department store, having 
made notable collaborations with well-known fashion houses, cosmetics and accessories companies. This 
specific company holds equity participation in the newly-founded company “Department stores northern 
Greece S.A.”, which will operate a similar department store in Thessaloniki, in 2012. 

Piraeus Real Estate SA
Piraeus Real Estate S.A. is the key branch of the Group’s presence in the field of Real Estate and heads other 
subsidiary companies of the Group in Greece and abroad. The company provides a full range of real estate de-
sign, development and management services. It is involved in real estate development, project management 
and administration, integrated real estate management on behalf of one owner-investor and property valuations, 
mediations as well as offering investment advisory services to real estate investment companies and capital.

In 2011, the company managed the construction and design of property in Greece and abroad with a total 
budget of €194 mn, performed valuations of property with a total estimated value of €5 bn, provided financial 
and technical advisory services amounting to €.7 mn, and continued the management of five major commer-
cial and recreation centers with participation of Piraeus Group companies as well as third parties..

In partnership with Piraeus Bank and other companies, Piraeus Real Estate contracted in the second half of 
2011 agreements for the provision of financial advisory services with the Greek State/ Hellenic Republic As-
set Development Fund SA (HRADF) on issues of public property use and privatizations, such as:
  the use of the former “Ellinikon” airport site (estimated investment programme amounting to €3-5 bn);
  the recording and use of Greek State Property as well as the use office buildings of the Greek State 

through sale & leaseback (initial indicative remuneration for the total duration of the project, €6 mn).

Furthermore, in collaboration with Piraeus Bank, the company has undertaken:
  provision of financial advisory services for the materialization of a complete management system of solid 

waste in the region of Western Macedonia (estimated €1.1 mn);
  three projects of Piraeus Port Authority S.A. for the development of support structures to cater for cruise 

ships (estimated total value of investment of €250 mn). 

Finally, in collaboration with Piraeus Bank, the company manages the Urban Development Funds of 
the JESSICA programme for the regions of Central Macedonia and Thessaly (management of €40 mn 
from the EE Structural Funds) based on a contract signed at the beginning of 2012 with the European 
Investment Bank (EIB).
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ETVA Industrial Parks SA
ETVA Industrial Parks SA is a branch of Piraeus Group with the Greek State holding a 35% stake through 
the Ministry for Regional Development and Competitiveness. It was founded in 2002, after the Industrial 
Parks sector was spun-off from ETVAbank during its acquisition by Piraeus Group. The main scope of 
activity of ETVA Industrial Areas SA is the design, development and  use and management of Industrial 
Areas (Industrial Areas/BI.PE - Industrial and Entrepreneurial Areas/BE.PE - Small Business Park/BIOPA) 
and Business Parks (E.P).

ΕΤVΑ Industrial Parks SA operates 26 industrial areas, in which approx 2,300 businesses are established 
and 40,000 people are employed.

ETVA Industrial Parks SA in collaboration with Piraeus Bank and the Ministries of Development, Competi-
tiveness and Shipping and the Ministry of the Environment, Energy and Climate Change promote invest-
ments for the upgrading of existing industrial areas and the creation of a new “green business parks” 
model. The actions of this specific plan for green development include the following:
  environmental upgrading of existing industrial areas;
  energy investments in existing industrial areas;
  composting units and recycling sorting plants in existing industrial areas;
  creation of 3 new Eco-Industrial Parks;
  10 completed Environmental Business Parks on Greek islands.

This plan for green development is estimated to amount €1.5 bn in the next 4 years, with the participa-
tion of ETVA Industrial Parks SA and businesses from the private sector which will also be supported by 
the nSRF. 
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CHAPTER 6 INTERNATIONAL OPERATIONS

Piraeus Group has international presence in 8 countries through subsidiaries covering the whole range of finan-
cial services.  The year 2011 -the fourth consecutive year of economic recession n Greece and with the debt 
crisis extending to other countries of the Eurozone - was one of the most challenging of the past years. Thus, 
it was clear that the strategy of international operations had to be effectively adapted to the unique financial 
conditions in order to continue providing quality service to its customers and supporting the local economies 
of the countries with Group presence. 

In 2011, sound decision-making and adaptive business actions led the Group’s International Operations signifi-
cantly contributing to its profitability and revenue diversification.

Piraeus Group’s footprint abroad is mainly focused in SE Europe, but also includes a presence in the large fi-
nancial centers of London and new York, as well as a Representative Office in Russia. In 2011, these countries 
were not affected to the same degree by the economic crisis. This diversification made it necessary to have a 
distict approach to each country according to local conditions and prospects. In general, though, management 
of the international operations placed particular emphasis on monitoring the loan portfolio, improving liquidity 
and reducing operating costs.

It should be noted that the international economic juncture as well as the publicity given to the Greek economic 
conditions had a negative impact, making the achievement of the above targets particularly difficult. The ad-
verse conditions did not allow for preservation of deposits abroad, resulting in a total decrease of 8.0%, from 
€4.3 bn in 2010 to €4.0 bn in 2011. Concerning credit policy, monitoring of the loan portfolio was particularly 
important, as in most countries with significant Group presence, the economies are at a phase of emerging from 
the crisis which meant that the Bank’s portfolios were still facing problems. In order to shield the portfolios, ad-
ditional provisions were made in 2011 to the amount of €194 mn and in accordance with the local regulatory 
framework.

In the aim of strengthening capital adequacy of units abroad, in 2011 two capital increases were con-
cluded. Specifically, Tirana Bank held a capital increaseof €20 mn in December 2011, while $71 mn were 
placed in Ukraine.

With reference to operating cost containment, the policy of rationalization and close monitoring of expenses 
-which began in 2009- was maintained. This was the main reason for ceasing operation of 23 non-profitable 
branches whose customer base was transferred to neighbouring branches. Operating costs of the international 
network were reduced by €4 mn, or -2% year on year. At the same time, particular emphasis was also placed 
on centralizing infrastructure through which economies of scale, increased security, advanced functionality and 
uniform experience to the end-user have been achieved at Group level (winbank International, nice-Actimize, 
upgrading of risk management systems). Emphasis was also placed on improving branch efficiency through co-
ordinated employee training efforts to achieve better customer service.

At year-end 2011, continued activities at the Group’s international network fell to 451 branches from 474 in 
2010. Staff numbers were reduced by 192 people, at 5,075 from 5,287 at year-end 2010. It is noted that Pi-
raeus Group’s activities in Egypt appear in the Group’s financial statements as discontinued, following the deci-
sion to sell these (all international volumes and data exclude discontinued operations, unless otherwise stated).
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International Branches 2011 2010

Albania 56 56

Bulgaria 100 101

Romania 178 187

Serbia 44 47

Ukraine 45 54

Cyprus 14 15

London 1 1

new York 13 13

International Operations Total Branches 451 474

Discontinued Operations in Egypt 48 48

The fact that Piraeus Group has a significant number of subsidiaries abroad which offer specialized 
services in the broader financial sector (leasing, real estate, insurance and investment services) adds 
value to the Group’s image in each country of operation, thus notably expanding its customer base.

Pre-tax profits stemming from international activities including, reached €93 mn at the same level as in 2010.

Key International Figures
(€ mn)

2011 2010 Δ%

Continuing Group Operations

Gross Loans 7,329 7,616 -4%

Deposits 3,981 4,316 -8%

Employees 5,075 5,287 -4%

Discontinued Operations in Egypt

  Gross Loans       581       853 -32%

  Deposits       930     1,321 -30%

  Employees    1,559    1,683    -7%

Correspondent Banking
The unfavourable conditions that prevailed in international markets in 2011 greatly affected interbank 
relations, rendering Correspondent Banking relations of utmost importance. In 2011, operations of this 
sector focused on: 
  evaluation of risks that are undertaken in relation to other credit institutions and countries, which has 

become of particular importance due to the crisis;
  promotion of cross-border partnerships at Group level;
  better promotion of the Bank and of the Group abroad;
  direct and high-quality information gathering on events in the international economic field, through direct 

contact with other credit institutions abroad.

In this context, meetings with 150 banks and other related financial organizations in Greece and abroad 
were implemented. It should be noted that at present, Piraeus Group maintains correspondent relations 
with more than 1,500 credit institutions world-wide.
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Piraeus Bank Bulgaria
Piraeus Bank Bulgaria started operating in 1993, when a branch was set up in Sofia, making it the first 
foreign bank operating in Bulgaria. Today, it possesses a network of 100 branches, providing extensive 
geographical coverage of banking services, and is one of the major banks in Bulgaria.

Key Financial Figures Of Piraeus Bank Bulgaria
(€ mn)

2011 2010 Δ%

Assets 1,717 2,182 -21%

Deposits 653 676 -3%

Gross Loans 1,547 1,711 -10%

Pre-tax Profit/(Loss) 41 43 -5%

In 2011, Piraeus Bank Bulgaria AD focused on:
  maintaining its position in the local market as the 7th biggest bank in the country;
  preserving the range and quality of its customers;
  maintaining sufficient and stable financial ratios;
  reducing operating costs;
  supporting small and medium enterprises and those involved in the energy sector;
  improving branch network efficiency through branch relocations or mergers;
  developing new deposit products targeted at  maintaining existing customers and attracting new ones, 

with the aim of increasing total deposits.

Piraeus Group in Bulgaria also offers leasing services through subsidiaries Piraeus Leasing Bulgaria and 
Piraeus Auto Leasing Bulgaria. Their total assets reached €84 mn.

In 2011, a series of system extensions and improvements were enacted, of which the most important 
were: installation of a new General Accounting system and its linking to the Bank’s central system; enrich-
ment of loan system functionality; and implementation of a new credit limit management project of the 
Bank’s customers. At the same time, the new platform “winbank International” was installed, offering e-
banking services to the Bank’s customers.

Piraeus Bank Romania
Piraeus Bank Group has been present in Romania since 2000, and in December 2011 its network num-
bered 178 branches. It was established to cover the needs of Greek businesses operating in Romania, but 
it quickly expanded to all bank sectors for local businesses and households and developed into an impor-
tant bank in the country with € 3.5 bn in assets.

The Ban’s profits derive primarily from loan services and interbank activity. Moreover, it places particular 
emphasis on low-risk services not related to loans, as well as on commission-based services (bancassur-
ance, sale of gold etc).  In regards to its deposit base, apart from its traditional customers (households and 
businesses), it carries a wide range of institutional customers (investment funds, large insurance compa-
nies, public organizations).

Piraeus Bank Romania responded directly to the intense market fluctuations that have prevailed since 
September 2008, appropriately amending its business policy for risk management policy and by placing 
special emphasis on a stable and healthy economic position. In this framework, it focused its efforts on:
  careful liquidity management;
  sufficient provision coverage of non-performing loans; 
  maintaining high quality customers;
  reducing expenses and improving operational efficiency;
  preserving a solid capital base;
  continuous upgrading of IT systems to achieve a high level of automation as well as additional controls.
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The adverse economic conditions of 2011 made it particularly difficult for all the Banks to maintain and 
attract new deposits and created adverse conditions for the operation of businesses. As a result, there was 
a decrease both in deposits, which were additionally affected by the negative economic developments in 
Greece, and in Bank loans. In addition, Piraeus Bank Romania was not able to avoid the overall loan portfo-
lio deterioration that was also observed in the Romanian market, and for this reason it created significant 
provisions which impacted its revenue. In a broader effort to reduce operating costs and improve branch 
network efficiency, the branch network was reduced by 9 branches.

Piraeus Bank Romania focused on deposits by promoting new savings products and products related to the 
London Olympic Games; developing green consumer loan products; and by strengthening its infrastructure 
for alternative channels use. At the same time, it maintained its efforts to optimally manage its loan quality.

In 2011, a series of projects were completed, related to new systems and applications in wealth man-
agement, mutual fund management, brokerage-trading of shares, and digitization and management of 
customer documents.

Aiming for better information at both local and Group level, the first installation of the Group Data Ware-
house infrastructure was successfully completed, with prospects of extending it to the remaining Group 
subsidiaries. Moreover, the Bank’s linking to TARGET 2 system was successfully enacted.

Piraeus Group in Romania also offers leasing and insurance services through subsidiaries Piraeus Leasing 
Romania and Piraeus Insurance Reinsurance Brokerage Romania. Specifically, Piraeus Leasing Romania as-
sets reached €230 mn in 2011 and loans €178 mn.

Key Financial Figures of Piraeus Bank Romania
(€ mn)

2011 2010 Δ%

Assets 3,504 3,944 -11%

Deposits     915 1,164 -21%

Gross Loans 3,002 3,198   -6%

Pre-tax Profit/(Loss)      31      51 -39%

Tirana Bank
Tirana Bank was founded in September 1996 and was the first privately-owned Bank in Albania. Today it 
numbers 56 branches and is the 2nd largest Bank in the country in terms of loans.

In 2011, it placed particular emphasis on loan portfolio quality and improving liquidity ratios. Pre tax profits 
amounted €6 mn compared to €14 mn in 2010. It also held a capital raise of €20 mn, thus increasing its 
capital adequacy ratio at 16%.

Tirana Bank focused on preserving deposits throughout the year by introducing new products. At the same 
time, it improved its infrastructure for credit card services and loan portfolio monitoring tools, aiming for 
its optimal management. Transfer of the AS/400 central system to Greece was completed. As a result, 
Tirana Bank now has a system of increased potential which is additionally supported by specialized person-
nel 24 hours a day, 7 days a week. A backup central system of Tirana Bank was created, which operates in 
Thessaloniki Greece and is designed to provide instant recovery of the central system AS/400 in case of 
a critical event. Emphasis was also placed on infrastructure actions aimed at the Bank’s compliance with 
institutional requirements, the most significant of which was the installation of the norkom Watch List 
Management system to prevent black money trafficking.
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Key Financial Figures Of Tirana Bank
(€ mn)

2011 2010 Δ%

Assets 690 670 3%

Deposits 503 501 0%

Gross Loans 435 469 -7%

Pre-tax Profit/(Loss) 6 14 -60%

In addition to banking services, subsidiary Tirana Leasing has also been operating in Albania since 2004 in 
the field of finance leasing. More specifically, Tirana Leasing assets reached €12 mn in 2011.

Piraeus Bank Beograd 
Piraeus Bank entered the Serbian market in 2005 with the acquisition of Atlas Bank, later renamed Piraeus 
Bank Beograd. Today it operates 44 branches and provides a broad range of banking services to individuals 
and businesses.

In 2011, re-organizing of the Bank’s network and improvement of its loan portfolio were completed. The 
Bank also focused in extending its deposit base and improving the structure, quality and profitability of 
deposits.

In 2011, emphasis was placed on enhancing the functionality of the central system based on the require-
ments of the regulatory framework and of the Central Bank of Serbia Installation of the norkom Watch List 
Management system was also achieved.

Finance leasing subsidiaries Piraeus Leasing Beograd and Piraeus Best Leasing Beograd have been operat-
ing in Serbia since 2007.

Key Financial Figures Of Piraeus Bank Beograd
(€ mn)

2011 2010 Δ%

Assets 694 751 -8%

Deposits 252 212 19%

Gross Loans 576 597 -4%

Pre-tax Profit/(Loss) 2 3 -14%

JSC Piraeus Bank 
Piraeus Bank began activities in the Ukraine in 2007 with the acquisition of the local bank International 
Commerce Bank ICB.

In 2011, the economy of Ukraine continued its course of recovering from the economic crisis of 2009 with 
its real GDP recording an increase of 5,2%  in 2011. nevertheless, the impact of the crisis is still visible at 
both a political and an economic level.

JSC Piraeus Bank, in 2011 made consistent efforts to reduce its operating costs, by reducing branch num-
bers by 9 and improving employee performance. It also continued efforts towards asset quality through 
increased provisions, resulting in a ratio of provisions over non-performing loans  reaching 67% compared 
to 53% in 2010.

The number of the Bank’s customer rose by 30% and by year-end had reached 53 thousand customers. 
The online banking service, which began in 2011 contributed to this increase, as it attracted approx. 5,000 
new customers in its 6 months of operation. It should be noted that JSC Piraeus Bank’s online banking is 
one of the two systems in operation among Ukrainian Banks offering real time online services. 
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Key Financial Figures of JSC Piraeus Bank
(€ mn)

2011 2010 Δ%

Assets 358 323 11%

Deposits 107 123 -13%

Gross Loans 302 254 19%

Pre-tax Profit/(Loss) (19) (43) -

As far as infrastructure actions are concerned, in 2011 significant projects were completed: on the 
installation and operation of the modern e-banking winbank International platform for processing of 
e-banking transactions by individuals; the implementation of the system for insurance products; the 
installation of the norkom Watch List Management system; and the relocation of its IT center to the 
new, modern Outsourcing Data Center.

Piraeus Bank Ukraine was awarded as the most dynamic bank and one of the best employers in the country 
-among banks with comparable assets- by the financial magazine “InvestGazeta” at the 2011 Ukrainian 
Banking Awards.

Piraeus Bank Cyprus
Piraeus Bank (Cyprus) began operation in 2008 when it merged by absorbed local Arab Bank activities. At 
the end of 2011, it numbered 14 branches and 333 employees.

Piraeus Bank Cyprus takes advantage of the particular economic position of Cyprus and acts as a bridge 
for broadening the Group’s customer relations towards Russia and countries of the Middle East. It’s an 
autonomous unit which operates without central service support in terms of capital and deposits.

Key Financial Figures Of Piraeus Bank Cyprus
(€ mn)

2011 2010 Δ%

Assets 1,457 1,629 -11%

Deposits 920 1,023 -10%

Gross Loans 858 755 14%

Pre-tax Profit/(Loss) 14 4 >100%

In 2011, emphasis was placed on system interventions aimed at improving operation, increasing pro-
ductivity and upgrading customer services. In particular, the use of e-banking for  mass payments and 
utility payments was made possible; a series of improvements to the Bank’s collection system were 
made to better serve credit and business credit customer cases; new systems of Trade Finance, post-
dated checks, norkom Watch List Management were installed; and the Bank’s linking to the TARGET 2 
system through payment management system was implemented. With the use of the “winbank Inter-
national” platform, a smart mobile banking system was developed as well as new, innovative products 
(e.g. Instant Cash).

Lastly, Piraeus Bank Cyprus’ backup IT center was created. This new IT center is in Thessaloniki and is 
designed to offer instant recovery in the case of a critical event in the Bank’s central IT infrastructure. 
All central systems are connected on line with the production units, which are installed and operate in 
Piraeus Bank’s central data center in Athens.

Marathon Bank of New York
Marathon Bank of new York has been a member of Piraeus Bank Group since 1999. It focuses on high 
quality customer services and develops innovative products for medium and small-sized enterprises 
and professionals, contributing to the economic growth of the local communities where it operates. 
Marathon Bank Bank has 12 branches in new York City (Queens, Brooklyn, Manhattan) and 1 in the 
state of new Jersey.
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Key Financial Figures of Marathon Bank of New York
(€ mn)

2011 2010 Δ%

Assets 680 628  8%

Deposits 591 544  9%

Gross Loans 429 394  9%

Pre-tax Profit/(Loss)     6     5 31%

Piraeus Bank London Branch
Piraeus Bank Group has had a presence in London since 1999. The London Branch key activities are:
  provision of deposit products combined with specialised personal banking services;
  provision of mortgage loans to Greek and Uk citizens who live in the Uk and seek to acquire real estate 

property both in the Uk and Greece, and in any other country where the Group is active;
  raising of capital, and support of the activities of Piraeus Bank and its subsidiaries.
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CHAPTER 7
 TECHNOLOGY AND
INFRASTRUCTURE

In 2011 particular emphasis was placed on upgrading the Group’s infrastructure, processes and systems 
with the aim to increase effectiveness and productivity, to upgrade  IT and data systems’ security, provide 
timely and reliable information on multiple levels. In addition, in response to the new economic conditions, 
special attention was given to upgrading e-banking and mediation systems.

ORGAnIZATIOnAL OPERATIOnS

At a time when enhancing security of banking activities, rationalizing operating costs, and adjusting to 
the changing environment of legal, tax and business are all proving to be crucial targets, the Organization 
and Central Operations Division continued to focus its activities on upgrading processes and systems in 
2011 as well.

Qualitative improvement of customer data 
Special care was given to supplementing customer data (individuals and legal entities) in the Bank’s 
customer-centred system Integrated Customer Environment (ICE) together with updating of the relevant 
operating procedures. In this framework, implementation of the e-folder of digitized customer docu-
ments on ICE for legal entities was completed, thus providing direct access to these by all branches. 
Moreover, the legal documents and legal representatives of all legal entities were validated in order to 
update them. Also, the Bank’s customer portfolio on ICE was enriched with factoring and leasing prod-
ucts offered by the Bank. Lastly, all individuals and legal entities which fall into special management 
categories were detected and identified in the Bank’s systems. These activities enhance the Bank’s 
profile of each customer at Group level, thus allowing for more effective management of its relationship 
with the customer and greater protection both for the Bank and for the customer in their collaboration.

Upgrading of Collateral/Credit Insurance Product Monitoring Systems
Aiming to shield the Bank against increased credit risks and abiding by the requirements of the risk 
management framework of Basel II, actions were implemented to settle and revaluate property received 
as collateral against loans. These actions include: settling of outstanding issues with the Hellenic na-
tional Cadastre; identifying mortgaged property serving multiple loans and its flagging in the operating 
systems; and automation of property reevaluation procedures through the Geobanking application. 

Moreover, the study and the specifications were completed for the development of a system to register and 
monitor insurance policies which are attached or assigned in the framework of loan contracts for the pro-
tection of property mortgaged as collateral. In this way, proper property insurance, monitoring of insurance 
policies (new or assigned) by means of suitable maturity dates and automation of the Bank’s collaboration 
with insurance companies are all ensured. 

Lastly, the bills of exchange management application was upgraded. This upgraded application allows for: 
a more effective accounting depiction of bills of exchange management and repayment actions; automatic 
data extraction from TIRESIAS Bank Information Systems; more complete data collection for issuers of 
bills of exchange; immediate availability of digitised image of bills of exchange; and as a result of the 
above, a reduction in the management of operating costs.
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Extension of the APPIAN automated procedure platform use 
Automation of the basic procedures of operation and product support was continued by use of the APPIAn 
workflow platform, which aims to limit operating risks and task processing time by linking it to the Bank’s 
basic systems. In particular, workflow support of the products Energy Efficiency at Residential Buildings and 
Piraeus Customer Protection was automated, and complete IT support of the crucial actions concerning 
management of legalisations and of announcement of new rights to the Hellenic national Cadastre. 

Upgrading of relationship management system with affiliated Merchants 
In the framework of re-evaluating the merchants with whom the Bank maintains various relationships (from POS 
use to provision of loans for product purchase through them), the application Merchant Business was developed. 

The platform Credit Express-Velti was created through which affiliated merchants have safe access to sub-
mission of loan requests through workflow. Major benefits of this upgrading are: automated extraction of 
required data from the basic Bank systems at the approval phase; elimination of correspondence exchange; 
acceleration of the process; and ensuring a more effective monitoring of requests and their management.
 
Adaptation to changes in tax framework and the public operating mechanism
In 2011, there were significant changes to the tax framework and to the remediation programmes for 
the public operating mechanism. The Organization and Central Operations Division was responsible for 
studying the changes and coordinating the Bank’s adaptation to these, as far as systems, procedures and 
informing of branch network are concerned, on the following programmes:
  municipality mergers in accordance with kallikratis plan;
  registering of pensioners and public organisation benefit recipients;
  prohibition of actions on arbitrary property based on article 23 of Law 4014/2011;
  payment of extraordinary contributions based on articles 29, 30, and 31 of Law 3986/2011.

IT DEVELOPMEnT AnD IMPROVEMEnT

In 2011, efforts focused on creating and developing systems to support e-banking, business credit, in-
depth portfolio analysis with parallel upgrading and updating of existing IT systems.

Upgrading of the Bank’s Core System
In the framework of updating the central banking system Equation that the Bank uses in Greece, a new mod-
ern technological platform of the company Misys (Bankfusion) was assessed. Migration was completed in 
approx. one year and the new system was implemented with complete success in november 2011 without 
any impact on the Bank’s regular operation. This new platform is expected to provide the Bank with significant 
business flexibility, improved interconnectivity as well as notable new operations and expansion potential. 

Deposit, Investment and Insurance Product Systems
A series of new deposit and investment products were developed such as the “Mporo” savings account and 
the “Axizei” account with monthly returns on savings balances, and the innovative “Win-Win” product which 
combines investment in Bonds-Repo-Term Deposits.

At the same time a series of institutional requirements were met through proper upgrading and adjust-
ments to the share trading systems, such as automatic commission collection and Hellenic Exchanges SA 
(HELEX) charges for stock trading by the customers, automatic information of customers via e-statements 
on transactions (according to MIFID guidelines), etc.

The existing application for bills of exchange management migrated to a new upgraded system fully cover-
ing current requirements by offering automated electronic processing and handling of paper as well as au-
tomatic connection to this infrastructure with the approval system and the business loan collateral system.

The system of ordering and receiving check books from branches was redesigned and fully automated 
resulting both in a significant reduction in the time and effort required to complete this process and in a 
reduction of the risk of error as well as improvement in customer satisfaction.
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Payment Systems
The new Bill Payment Hub platform, which was developed in 2011 and assists in the execution of utility 
payments was a significant step in the development of payment infrastructures. It’s a new platform which 
supports all payments stemming from bilateral contracts and/or interbank collaborations with third parties 
and which are offered to customers by all available service channels with which they come into contact 
with the bank. Through this new system, which was created with flexibility and speed of new payments via 
all possible channels, the opportunity for the formation of compound commissions and for complex con-
tractual relations with companies arises. The platform was implemented in October 2011 and is gradually 
expected to absorb all bank payments, a process which is expected to be completed in 2012.

In accordance with institutional requirements:  the necessary adjustments were made to the PPS sys-
tems – in the new regulatory framework “SEPA Rulebook 5”; the requirements of the Hellenic Deposit & 
Investment Guarantee Fund and those of the Ministry of Finance, concerning the provision of extensive 
tax-related  data, were fully met.

The necessary infrastructure was set for the collaboration with the Health Fund of Municipal and Commu-
nity Employees, a new collaboration which resulted in the Bank’s competitive advantage and reliability. It is 
worth noting that the Bank’s collaboration with this fund as well as with others to come, not only provide 
potential new customers, but also significantly strengthen the Bank’s liquidity. The collaboration with OPAP 
S.A., which was enacted and concerns payment of winnings to beneficiaries through the Bank’s cashier 
stands, is in a similar framework. In addition, the necessary infrastructures were developed for the Bank’s 
successful participation in the issuance of the “Labour Stamp” (Ergosimo) and of the “Tax Card”.

Retail Loan Systems
new market conditions created the need for special adjustments to the loan systems, aimed at facilitating 
instalment payments of the Bank’s customers. With this in mind, a multitude of extensions were made to 
the existing systems’ operation, and a new series of tools were created which enable the direct response 
to even the most complex customer requests.

Some of these extensions are: new functionality of Shipping Loans; migration of mortgage loans to a new 
accounting module; automation of transfer of Fixed Maturity Term loans to the Permanent Delays system; 
flexibility in Piraeus Multifin loan instalments; fully automated retroactive payments; and addition of a grace 
period in the middle of the duration of a loan.

A series of new loans was also introduced, such as “Green” (financing of photovoltaic system installation), 
the subsidized loans of Roma and Repatriates, special adjustments for Livestock Farmers, and the “Energy 
Efficiency at Household Buildings” programme.

A series of interventions dictated by the Bank’s Internal Audit, such as Loan Rate Margin and confirming/
reporting of actions in loans were also made, thus significantly strengthening the safe use of loan applica-
tions. There was also significant benefit from migration of business property from the CSS (Collateral & 
Security System) to the new Resource Item (RI) system.

The new platform Loan Origination for Individuals “Credit Express” was installed and is successfully operat-
ing in all OTE-shops for the promotion of the new co-branded credit card “OTE MasterCard ”.

Business Loan Systems
In 2011, notable changes, improvements and extensions were made to the Loan Origination System (LOS) 
and to the CSS (Collateral & Security System). A new function concerning entry, monitoring and manage-
ment of limits and projects of green entrepreneurship was incorporated.

There was further improvement in management of the digital folder of the Bank’s business customers 
through: the consolidation of the folders’ structure for all business units; migration, consolidation and re-
classification of documents; and, implementation of Graphical User Interface (GUI) for a more optimal and 
more complete management of customer documents.
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Workflow was also improved and extended through its incorporation into a new function on problem loans’ 
announcements management, in the scope of the Special Loans Division monitoring and the coverage of 
associates’ management needs in the framework of merchant business actions.

Moreover, a new integrated system was developed for the creation, printing and monitoring of contracts 
and their additional terms. Lastly, for better management of small enterprises’ and professionals’ loan col-
lection, the linking of the Demand Loans system with the “Eispraxis” Collections system of the Bank was 
implemented. 

These changes resulted in the direct improvement and extension of the approval and management process 
of business customer requests and of monitoring and management of the Bank’s business credit limits, 
collateral and contracts.

Risk Management & Treasury Systems
Taking into consideration the importance the Bank places on risk management, it implemented the “CRD 
II amendments” as required by the supervisory framework of Basel II and concern measurement of capital 
adequacy and the extraction of the equivalent CoReps for standardized methodology on Credit and Market 
Risk and of large exposures for Greece and the Bank’s subsidiaries in Bulgaria, Romania and Cyprus. For 
better loan management of the Bank and of its subsidiaries, early and late bucket behavioural patterns for 
loans from Multifin and Factoring subsidiaries were applied, as were post-write off models for credit cards, 
mortgage and revolving loans.

Moreover, upgrading of the front end system of Treasury kondor+ with the latest version was completed, 
thus offering new possibilities both in interface with users and in its functionality. The applications linking 
Treasury systems with those of Back Office, aimed at automated updating of Back Office on transactions 
executed at the individual Front Office platforms, were updated and completed.  A system for monitoring 
maximum limits per product and per credit rating for transactions with credit institutions was applied. In 
addition, an application which supports management and display of accounting transactions in securities 
and of products connected to derivatives (FX Options, Dual Currency Deposits) was applied.

Business Intelligence and Group Data Warehouse
Great emphasis was placed on extending the Piraeus Performance Management (PPM suite) applications 
with the aim of covering analysis needs for more of the Bank’s business units, such as the Green Entrepre-
neurship Unit on its green loans and its customers; the Human Resources Division on issues of adequacy 
in the number of branch employees and their specialization; and, for the Branch network, on monitoring of 
their efficiency ratios (kPIs) and for controlling its liquidity.

Customer Relationship Management (CRM) Systems
The customer-centred platform ICE was enriched with new functions and is now able to manage customer 
applications and their documents. The design of a more advanced version of ICE for business customers 
has already been initiated and will provide better management of relations with our business customers.

new processes for measuring the deposit position and behaviour of customers have been developed in 
Data Warehouse and now appear on the customer-centred platform; these processes are connected with 
specific management actions of the relations as they are defined by the Group’s strategy. Extensions were 
made to management applications of our promotional actions, with the aim of enriching the information 
they process and of a better and more user-friendly application for the branch network. At the same time, 
new reports inform the units managing promotional actions and their effectiveness.

The “Relationship Management Application” (RMA) on customer management acquired content and func-
tionality appropriate for managing relations with business customers. This version of the application was 
made available to personal advisors of Small and Medium-sized Enterprises in the framework of an innova-
tive organizational model of monitoring customers.
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OPERATIOnS AnD TECHnOLOGICAL InFRASTRUCTURE

Emphasis was placed on upgrading infrastructures, aimed at improvement of uptime systems and ap-
plications, and at integration of the most modern and widespread technological advances. In particular:

Central Data Storage Infrastructure Changes
In order to enhance availability of the central Storage Area network (SAn) which supports the operation 
of basic Bank systems and to cover increased performance requirements, a new SAn was sought and 
installed to improve operation of this infrastructure and to offer maximum availability. The new system 
is the one most recently announced/publicized from EMC company and includes, among others, modern 
management techniques for data storage, thus providing high speed response, smart data transfer to 
discs of different technology in order to achieve optimal performance-cost ratio, as well as duplication 
techniques between primary and secondary sites for improved replication speed to the backup data cen-
tre. Mitigation to the new infrastructure concerns the Primary Data Centre and the Disaster Data Centre 
of the Bank. It includes approx. 800 systems which serve Greece and Cyprus, the data of which are 160 
Terrabytes in capacity.

Infrastructure Improvement and Upgrading
Aiming to enhance availability of applications which serve customers on a 24-hour basis, such as win-
bank, Paycenter and information sites, a new Data Room was created in the central IT centre to house all 
the infrastructures of particular services. The new Data Room complies with the standards of availability 
and reliability concerning infrastructures of systems, network and central storage. Both its design and its 
application were implemented by the Bank’s technicians with minimal interruption of the smooth system 
operation during the migration.

All Oracle Database systems were transferred to Oracle Real Application Clusters (RAC) thus ensuring a 
high rate of application availability as well as smooth and easy extension in case of increased performance 
requirements.

InFORMATIOn SYSTEM SECURITY

In 2011, a series of system actions and installations were completed, aimed at the best possible shielding 
of the Bank’s Information System infrastructure as well as protecting its customers. Indicatively:

Information System and Infrastructure Safety Checks
In the framework of security policy as well as of the responsibility towards institutional, supervisory and 
certification organizations, a series of checks (Penetration & Vulnerability Scans) were conducted both by 
specialized companies and internally by specialized Bank executives. The object of these particular checks 
was all the applications which had been developed or altered in order to either operate in an internet envi-
ronment or to be used for smart phone applications. Additionally, all the infrastructure of network architec-
ture is checked both on a regular basis and in extraordinary cases, if their structure is changed.

System of dealing with e–Fraud in on line Transactions
Bearing in mind the increased need for protection against e-fraud, the system of the company nice-Ac-
timize – one of the top three worldwide – was installed and parameters were set in collaboration with IBM. 
This system is available both in the Bank and in subsidiaries abroad.It analyses transaction behaviour of 
customers making transactions through alternative networks of standing orders, payments, remittances, 
transfers and services of certification/management of on-line accounts.

Following this analysis, it detects cases of possible fraud in real time, based on statistical models and re-
spective analysis, which it presents to specialized users who can recognize, investigate and solve them by 
means of tools provided by the system.

The end result is a significant reduction in fraud cases and loss of income, customer protection and pre-
serving of market reliability as well as ensuring the trust of customers towards the Bank.
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IT Security Awareness
With the aim of upgrading the level of alertness of Bank users on issues of information system security 
and in collaboration with the Human Resources Division, a series of activities was implemented, focusing 
on two axes:
  development of training material which is distributed to Bank employees through the existing e-learning 

training infrastructure;
  conduct of a series of presentations by IT Security unit executives towards Branch network and Central 

Services executives at meetings on site at Regional Departments and Central Services.

As far as the effectiveness of these actions is concerned, there are already measurable results, given that 
poor operation, misinterpretations and bad practices (on issues of information system security) which oc-
casionally occurred in the past have been significantly reduced.

Detection and Removal of Malicious Attacks  (Phishing, Trojan, Pharming)
Attempts to intercept personal and sensitive data of online service customers of Piraeus Bank constitute 
a significant threat to online service transactions’ security.  namely, the Banks’ systems operating in an 
internet environment are often threatened by numerous malicious attacks.

Attacks with Phishing type methods (execution of transactions at a malicious copy site), Trojans (special-
ized malicious software) and Pharming (manipulation and tracking of transactions) mainly aim to extract 
sensitive customer data (username, password etc) by exploiting the weaknesses and the lack of informa-
tion of the end user.

In order to strengthen the security of the Bank and its customers, new specialized software of the Israeli 
company Versafe was installed. The new system monitors and detects in real time security incidents of all 
the above categories. It then directly informs the customer by e-mail or SMS and halts the operation of 
the malicious website.

Identity Management System (IDM) 
Aiming for safer and faster granting of access rights to  IT systems for Bank users, the use of the Identity 
Management system was extended to cover (in an automated and completely safe way) access rights 
management of users who belong to Central Services. In 2011, all the Bank’s Business and Management 
Centres were incorporated into this system.

TECHnOLOGICAL AnD ORGAnIZATIOnAL SUPPORT OF SUBSIDIARY BAnkS

In order to implement the strategic choice of centralizing system operations, in 2011 a series of projects 
were enacted aimed at the relocation of IT centres as well as the operation of corresponding backup cen-
tres. For the improvement and harmonization of the manner of operation of Subsidiary Banks with Group 
standards, new systems were applied and new functionality was incorporated into existing systems.

FUnDS TRAnSFER AnD CEnTRAL OPERATIOnS 

Funds Transfer
In 2011 and despite the negative developments in the Greek economy and internationally, a 22% increase 
in volume of activities and a 12% increase in commissions were recorded in the funds transfer operations. 
This increase was the result of the combination of the high quality of the services, the excellent customer 
service steadily provided by the Bank to its customers. 

These qualitative characteristics were recognized internationally and awarded for the 8th consecutive year 
by Deutsche Bank, with the quality award for the Bank’s excellence in execution of transactions in euros 
and dollars, and for the 3rd consecutive year by JP Morgan for quality of payments in dollars.
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The intensive efforts to reduce operating costs were continued in 2011. In this framework, all relations with 
correspondent banks and transaction settlement systems were re-examined and assessed, new deals were 
achieved and changes were implemented to processes and operations.

At the same time, reinforcement of the use of e-banking and automated payment systems was con-
tinued, with the “green barometer” – which constitutes the e-transaction penetration index- reaching 
76% versus 60% in 2010. The number of individual customers applying e-banking rose by 38%; there 
was noteworthy increase of 58% in the volumes of businesses, mainly by use of Piraeus Bank’s mass 
payment services “ePPS” and “ePPS Hellas”.

Cash Services
Emphasis was placed on restructuring cash services and reviewing products. The implementation of mea-
sures and business decision-making contributed to the reduction of operating costs, stagnant cash and 
operating risk. Parallel actions led to further automation of activities and improvement of unit operation.

Completion of the contractual framework, optimization of procedures and organized solutions offered 
provided the Bank with the opportunity to attract new customers but also equipped it to achieve great 
collaborations. The sale, purchase and valuation of gold sovereign were extended around Greece, and 
strengthening of all Cash Management Divisions with new services broadened the customer base and 
resulted in strong partnerships with a multitude of benefits for the Bank. The result of all the above actions 
was an increase in the relevant commissions by 1,150% and in activities by 40%.

Custody Operations
The year 2011 reaffirmed once more the excellence/completeness and high quality of the services offered 
by Piraeus Bank, reinforcing its position among the top domestic custodians. The customer base remained 
intact while the funds under custody reached €11.6 bn, a significant amount considering the adverse eco-
nomic conditions and the constant decreases in the valuations of funds under custody.

For yet another year, emphasis was placed in upgrading and adapting the systems according to the insti-
tutional framework, as well as in optimization of processes and reduction of operating costs. Furthermore, 
the Custody Department played a particularly active role in domestic research and institutional framework 
processing committees.

LOAn ADMInISTRATIOn

Throughout the year, the Loan Administration Division’s efforts focused on improving operations and 
procedures of loan management from the Bank to Small, Medium-sized and Large Enterprises.

Particular emphasis was placed on optimizing systems and procedures that support the operation of the 
nine Business Centres, with the aim of offering quality service to customers, reducing operating costs 
and reducing operational risk.

Throughout 2011, particular effort was made to complete loan redistribution to the equivalent loan port-
folios. A large part of the necessary redistribution has already been implemented, so the completion of 
the project is expected within 2012.

Special attention was also given: to simplifying and improving all loan management procedures; to 
proper data –keeping in the Bank’s systems; diligent maintenance of collateral and guarantees; and 
systematic monitoring of Business Centre requirements’ implementation.

In the framework of enhancing operating quality, all the processes of receipt, handling and manage-
ment of pledged customer invoices, including collections management  and contract performance, were 
examined and redesigned. This project involved the cooperation of the Organization and Central Opera-
tions Department together with Piraeus Factoring leading to the disengagement of the branch network 
from this procedure and freeing up significant time to benefit their daily operation.
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CHAPTER 8 RISK MANAGEMENT

Risk management is at the focus of attention and a key concern of the Management, as it is one of the key 
functions of the Group. The Bank’s Management, aiming for business stability and continuity, has as its top 
priority the constant development and implementation of an effective risk management framework to miti-
gate any possible negative consequences of the Group’s financial results and capital base.

The Board of Directors (BoD) is fully responsible for the development and supervision of the risk management 
framework. In order to ensure effective monitoring and uniform control of all forms of risk and in order to 
provide specialised handling and coordination, the BoD has appointed a Risk Management Committee (BRC), 
which is in charge of implementing and supervising the financial risk management principle and policy. The 
Risk Management Committee convenes on a quarterly basis at least and reports to the BoD on its activities. 
It should be noted that the Committee convened eight (8) times in 2011.

The Assets and Liabilities Committee (ALCO) plays an active role in the Group’s market and liquidity risk man-
agement. The Committee convenes on a weekly basis in order to review market developments (in combina-
tion with financial risk exposures undertaken by the Bank and its subsidiaries). In 2011 emphasis remained 
on matters of liquidity management, with the aim of securing sufficient liquidity for the Group, given the 
extremely adverse conditions in the Greek and international markets.

Piraeus Group reviews the adequacy and effectiveness of the risk management framework on an annual ba-
sis, so as to respond to market dynamics, changes in products offered and the recommended international 
practices. Group Risk Management is responsible for the design, specification and implementation of the risk 
management framework, according to guidelines set by the BoD’s Risk Management Committee. Group Risk 
Management consists of the group Credit Risk and Capital Management division and the Group Market and 
Operational Risk Management Division. It is subject to the independent audit of the Internal Audit Division’s 
review in terms of the adequacy and effectiveness of the applied risk management procedures. 

CREDIT RISk MAnAGEMEnT

The Bank’s business activity and profitability entail the assumption of credit risk. Credit risk is the risk of 
financial loss for the Group that results when debtors are unable to fulfil their contractual / transactional 
obligations. In this conjecture, credit risk is the most significant source of risk for the Group, therefore, its ef-
fective monitoring and management constitute a top priority for Management. The Group’s overall exposure 
to credit risk mainly originates from approved credit limits and financing of corporate and retail credit, from 
the Group’s investment and transaction activities, from trading activities in the derivative markets, as well 
as from the placement in securities and from settlement of transactions. The level of risk associated with 
any credit exposure depends on various factors, including the prevailing economic and market conditions, 
the debtors’ financial condition, the amount, the type, the duration of the exposure, as well as the presence 
of any collateral and guarantees.

The Group’s credit risk management principles are expressed in the uniform Credit Policy, thereby ensuring 
effective and uniform credit risk management. At the same time, Piraeus Bank Group applies uniform policy 
and practices with respect to the credit assessment, approval, renewal and monitoring procedures.
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CREDIT RISk MEASUREMEnT AnD MOnITORInG

Reliable credit risk measurement is of top priority within the Group’s risk management framework. The 
continuous development of infrastructures, systems, and methodologies aimed at imprinting, monitor-
ing and evaluating credit risk, both for business and retail portfolio, is an essential prerequisite for the 
timely and effective support of the Management and business units in relation to management decision 
making, policy control and formulation and the fulfilment of the supervisory requirements.

  For more details on Measurement and Monitoring of Loans and Debts Risk, please refer to: 
 Annual Financial Report 2011, note 3.1.2a

Corporate Credit: the credit rating models applied depend on the type of operations and size of the 
enterprise. Piraeus Bank Group applies the Moody’s Risk Advisor (MRA) borrower credit rating system for 
the assessment of credit risk that arises from loans to medium and large-sized enterprises. It should be 
noted that the MRA system has been used in domestic financial subsidiaries in Greece since 2005, while 
from 2006 its application has been extended to include the Group’s major bank subsidiaries abroad. The 
Bank has optimised the existing MRA credit rating model applicable to the corporate portfolio that con-
cerns borrowers keeping class C accounting books with a turnover in excess of €2.5 mn. Furthermore, 
the Bank has also applied a new model for the corporate portfolio that concerns borrowers keeping class 
C accounting books with a turnover of up to €2.5 mn. Regarding small-sized enterprises, internally de-
veloped (in-house) rating systems, as well as scoring systems, are applied. In accordance with the regu-
latory framework for credit institutions (Basel II), the Bank has developed and applies a distinct credit 
rating model for specialised lending that concerns sea-going shipping (object finance).

Corporate credit borrowers are ranked according to credit rating grades, which represent different levels of 
credit risk and are linked to different default probabilities, thus allowing for the possibility of differentiating 
the cooperation policy with the business borrowers and certain provisions to be made for specific exposures.

In order to connect the assumed risk with the pricing of products and services, a project for the development 
of a methodology adapted to the credit risk of business loan pricing has been completed. This methodology 
is at the stage of implementation and inclusion in the approval process.

Retail Credit: Piraeus Group places special emphasis on the adoption and implementation of up-to-
date methods for credit risk monitoring and management. Retail credit risk monitoring concerned with 
the evaluation of the credit risk scoring parameters (credit scoring), analysis of the portfolio structure, 
distribution of the debtor population, as well as monitoring of current and/or potential problem loans. 
Concerning consumer credit in the Bank, since 2002 application of scoring models have been imple-
mented to assess the creditworthiness of prospective borrowers (application scoring), which were then 
applied to all retail credit portfolios. At the same time, behaviour scoring models have been used to 
evaluate existing customers’ behaviour (behaviour scoring) both at product and customer levels. The 
evaluation ability of all the scoring models applied is validated at least every six months. Additionally, the 
credit rating model of Tiressias SA is used, which takes into account all adverse and credit exposures 
that an applicant has in the Greek market, and the use of which has already improved the performance 
of existing models (which are used in the approval procedure). This model is also used in the pricing, 
adjusted to credit risk. 

It should be noted that Piraeus Bank has intensified the use of behaviour models in the production pro-
cess. More specifically, models were applied throughout the collection process cycle, resulting in better 
customer service and lower operating costs. Other ways of monitoring credit risks include: a) portfolio 
structure review, b) distribution of debtor population, c) monitoring of problem loans, and d) the develop-
ment of expected and unexpected loan losses. These analyses are being further extended to provide fuller 
and faster updates on the portfolio’s development for the direct and effective management of the retail 
banking portfolio. 

Subsidiary Banks abroad: It is worth noting that in 2011 further progress was made in the procedure of 
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development and implementation of credit scoring models in the systems of the Group’s bank subsidiar-
ies abroad. On a Group level, analyses are being conducted concerning the degree of application of credit 
policy and of its effectiveness.

For the measurement and evaluation of credit risk entailed in debt securities, ratings from external agen-
cies are mainly applied. The way the Group’s exposure to credit risk from debt securities (Bonds and other 
bills) is calculated varies depending on portfolio category, in accordance with IFRS classification. More-
over, the positions are monitored for market value as well for internal reasons.

The table below shows the development of Piraeus Group’s Loans in arrears > 90 days Index.

Piraeus Bank Group Dec. 2011 Dec. 2010

Loans in arrears > 90 days 13.5% 7.5%

Greece 13.2% 6.9%

International Operations 14.6% 9.6%

Greek Banking Market (Avg) 15.9% 10.4%

CREDIT RISk STRESS TESTInG EXERCISES

Stress testing exercises constitute an integral part of the Bank’s credit risk measuring processes, provid-
ing estimates of the size of financial losses that could occur under potential extreme financial conditions. 
Pursuant to the Bank of Greece’s directives (Governor’s Act 2577/09.03.06) Piraeus Bank Group conducts 
credit risk stress testing exercises on a regular basis.

In 2011, Piraeus Bank participated in the pan-European stress test (2011 EU Wide Stress Testing Exercise 
of European Banks), which was organised by the Euro Banking Association (EBA), in cooperation with the 
Bank of Greece, the European Central Bank (ECB), the European Commission (EC) and the European Sys-
temic Risk Board (ESRB).

 For more details on Stress Test Exercises, please refer to: 
 Annual Financial Report 2011, note 3.1.2c

Furthermore, it should be noted that the quality of the domestic loan portfolio of the Greek banks 
and their subsidiaries in Greece was thoroughly examined during the diagnostic exercise conducted 
by BlackRock Solutions, following the directive of the Bank of Greece (BoG). The results of these 
exercises confirmed the prudent credit policy Piraeus Bank has employed over the years, since the Ex-
pected Loss as a percentages of its loans was estimated at 10% versus the 11% of the Greek market. 
The Bank’s performance is significantly better regarding loans to small-sized / micro enterprises, it 
is among the best regarding small and medium-sized enterprises and it performs better in the large 
enterprise loans as well as in the consumer loans and its performance in mortgage loans is equivalent 
to that of the market.

CREDIT RISk MITIGATInG TECHnIQUES

Piraeus Bank Group applies credit limits in order to manage and control its credit risk exposure and con-
centration. Credit limits define the maximum acceptable risk undertaken per counterparty, per group of 
counterparties, per credit assessment grade, per product and per country.

Additionally, limits are set and applied against exposures to credit institutions. Total credit risk exposure 
to debtors, including financial institutions, is further controlled by the implementation of sub-limits, which 
address on- and off-balance sheet exposures.
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In order to set customer limits, the Group takes into consideration any collateral or security which reduces 
the level of risk assumed. The Group categorizes the risk of credits into risk classes, based on the type of 
associated collateral / security and their liquidation potential. The maximum credit limits that may be ap-
proved per risk class are determined by the BoD. Credit limits of the Group are set with an effective duration 
of up to twelve months and are subject to annual or more frequent review. Monitoring of approved limits 
is performed on a daily basis and any violations are reported and dealt with immediately. The relevant ap-
proval levels are established based on the value and the category of the overall credit risk that the Group 
undertakes for each debtor or group of debtors that are related to each other. 

COLLATERAL & GUARAnTEES 

The Group accepts collateral and/or guarantees against credits granted to customers, thus reducing the 
overall credit risk and ensuring timely payment of debts.

  For more details on Collateral & Guarantees, please refer to: 
 Annual Financial Report 2011, note 3.1.3 a

LIQUIDITY RISk MAnAGEMEnT

Liquidity risk management is associated with Piraeus Group’s ability to maintain sufficient liquidity posi-
tions in order to meet its payment obligations. In order to manage this risk, future liquidity requirements 
are monitored thoroughly, along with the respective loan needs, depending on the projected expiry of out-
standing transactions. In general, liquidity management is a process of balancing cash flows within time 
bands so that the Group may meet all its payment obligations as they fall due.

For the monitoring of liquidity risk and the timely identification of possible future problems, a framework 
for the simulation of crisis scenarios has been planned and implemented, through which the consequences 
of extreme adverse changes on the Group’s liquidity position are examined. In 2011, Piraeus Bank also 
participated in the Liquidity Risk Assessment conducted by the EBA (Euro Banking Authority) on a pan-
European basis (EBA Liquidity Risk Assessment).

The Group’s liquidity risk management remained a top priority in 2011 as well, due to the unfavourable liquidity 
conditions that prevailed in the Greek economy throughout the year. To that end, functions related to the close 
monitoring of the Bank’s liquidity position, the regular flow of information to Management as well as the constant 
assessment of the effectiveness of the measures taken to sustain adequate liquidity, were further enhanced. In 
addition, the liquidity needs of the subsidiary companies were successfully met. It should also be noted that a 
tightening of the local supervisory liquidity requirements took place in countries where the Group operates. 

Means as the maintenance of liquid securities portfolios, the expansion of diversified core deposits (i.e 
saving accounts) and competitive term deposits, were taken in order to mitigate liquidity risk. Finally, 
in accordance with the provisions of law 3723/2008 “providing enhanced liquidity to the economy to 
address the consequences of the international financial crisis”, the Βank has received Guarantees (Pillar 
II) and Special Bonds (Pillar III) from the Greek State, that are eligible for ECB refinancing operations, of 
€10,322 mn. In addition, Piraeus Bank issued a 3-year covered bond in the amount of €1,250 mn.

Liquidity levels were also maintained at a satisfactory level as a result of the possibility of refinancing the 
Bank’s assets (Bonds, Loans), through the European Central bank and the Bank of Greece.

  For more details on Liquidity Risk Management, please refer to: 
 Annual Financial Report 2011, note 3.5

MARkET RISk MAnAGEMEnT 

Market risk is defined as the risk of losses due to adverse changes in the level or the volatility of the 
market prices and rates, such as equity prices, interest rates, commodity prices and currency exchange 
rates, as well as changes in their correlation.
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The Bank has established a Group-wide market risk limit system. The adequacy of the system and the 
limits are reviewed annually. Piraeus Bank has adopted and applies widely accepted techniques for the 
measurement of market risk. The Value-at-Risk / VaR measure is an estimate of the maximum potential 
loss in the net present value of a portfolio, over a specified period and within a specified confidence level. 
Piraeus Bank implements the parametric Value-at-Risk method, assuming a one-day holding period and 
utilizing a 99% confidence level. Value-at-Risk is measured for the positions in the Trading Book as well 
as the Available for Sale Equity portfolio.

The Value-at-Risk rate for the Bank’s Trading Book on 31.12.11 was €8.81 mn. This estimate consists 
of €8.06 mn for interest rate risk, €0.04 mn for equity risk, €2.41 mn for foreign exchange risk and 
€0.21 mn commodities risk. The diversification effect for the total portfolio on 31.12.11 amounted to 
€1.91 mn, which reduces the overall trading book Value at Risk. During 2011 there was an increase in 
the Trading Book’s Value at Risk, mainly due to the increase in the interest volatility of  the positions 
in Greek Government Bonds. The above are summarized as follows (amounts in million euro):

Group Trading
Book

Total VaR

VaR -
Interest Rate

Risk

VaR-
Equity Risk

VaR -
Foreign

Exchange Risk

VaR -
Commodities

Risk

Diversification
effect

Dec. 2011 8.81 8.06 0.04 2.41 0.21 -1.91

Dec. 2010 4.05 0.86 3.08 2.68 0.16 -2.73

Amounts in € mn

note: The Value at Risk estimate for the Available for Sale portfolio was €22.54 mn on 31/12/2011, against €15.53 mn on 
31/12/2010.

Aside from Value at Risk, sensitivity measures are also calculated, and include PV100 (adverse impact to 
the net present value of all balance sheet items for a 100 basis points parallel move in the yield curve for all 
currencies) as well as the Earnings-at-Risk (EaR) measure/index, which denotes the negative effect on the 
expected annual interest income, as a result of a parallel shift in interest rates for all currencies considered.

For Earnings-at-Risk and PV100 the Group has assigned adequate limits, which are monitored on a regular 
basis. The table below presents data regarding the PV100 and EaR values on 31/12/2011:

EUR USD CHF

PV100 -113,97 0,31 -3,11

EaR -46,65 -4,98 -3,08

Amounts in € mn

MARkET RISk STRESS TESTInG EXERCISES

Regarding market risk, Piraeus Bank Group applies a series of methodologies to estimate the conse-
quences from crisis situations (simulation of crisis situations). Specifically, the Group has created a series 
of scenarios simulating crisis situations which concern the changes in the rate and volatility of interest 
curves, of stock market indices, foreign exchange rates and commodities and of margins concerning as-
sumed credit risk through investments in securities of countries or other issuers. In each case the scenario 
in question is one of adverse volatility of parameters (interest, foreign exchanges rate, equity prices and 
credit margins) for the Bank’s present position. 

The stress scenarios are based on total portfolio exposure to various risk factors. Different scenarios are 
selected depending on the composition of the total portfolio, i.e., which risk factors will change and by 
how much. Similarly, the proper scenarios are selected (i.e. which scenario combinations will be applied) 
depending on market conditions and portfolio composition.
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The method of approach for measuring the consequences of crisis situations are consistent with the 
methods already applied for calculating internal capital for market risk. Moreover, the method of approach 
also depends on the type of portfolio based on categorization according to the International Accounting 
Standards as this categorization has a direct impact on the manner in which the results of the activity af-
fects capital.

   For more details on Market Risk Management, please refer to:
 Annual Financial Report 2011, note 3.2

OPERATInG RISk MAnAGEMEnT

Piraeus Bank Group acknowledges its exposure to operational risk deriving from its daily operation and 
from the implementation of business and strategic objectives. In 2011, the Group continued with the 
consistent implementation of the uniform operational risk management framework in the Bank’s units 
and the Group’s subsidiary banks. The aforementioned framework covers the identification, assessment, 
quantification, mitigation and monitoring of the operational risk.

The basic axes of risk management are: data collection of internal losses; assessment of potential as-
sumed risks; and implementation of actions aimed at monitoring and reducing these risks. 

Continual development of the operating risk management framework in the Group as well as systematic 
training of its human resources contribute to effective support of the Group’s business operation and to 
reducing the level of exposure to operating risk.

GROUP CAPITAL ADEQUACY 

The participation of Greek banks in PSI had significant negative impact on their equity and their capital 
adequacy. For this reason the EU/ECB/IMF, in the framework of the second Economic Adjustment Pro-
gramme of Greece, have already fully ensured the bank system’s capital adequacy and the possibility of 
financing the Greek economy. 

In the framework of Greek banks’ recapitalization, the Bank of Greece requested and received (at end Janu-
ary 2012) their detailed Strategic-Business Plans for the period 2012-2015. The banks’ capital needs will 
be based on these plans, which include the PSI impact and the results of BlackRock Solutions diagnostic 
exercise -commissioned by the Bank of Greece- on the domestic loan portfolios of the Greek banking 
groups. At the same time, the capital plans of the Greek banks were submitted to the BoG at the end of 
March 2012. In this context, in May 20, 2012 the HFSF has provided an Advance Payment of €4.7 bn 
in view of its participation in the forthcoming capital increase of Piraeus Bank. The Greek banking sector 
recapitalization should be consummated by the end of September 2012, in order for the Greek banking 
groups to comply with a 9% Core Tier 1 ratio by September 2012 and 10% by June 2013.

The Group also took a series of important initiatives to upgrade the quality of its technical infrastructure, 
aiming for a faster and more complete implementation of Basel projects.  In this context, actions concern-
ing the possibility of the Group’s gradual transition to more advanced methods of measurement of capital 
demands against assumed risk are being developed.
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PIRAEUS BANK GROUP

SELECTED CONSOLIDATED BALANCE SHEET INFORMATION (in thousand euros)

Assets  31.12.2011 31.12.2010

Cash and balances with central banks 2,552,717 2,993,275
Loans and advances to credit institutions 316,136 1,476,856
Reverse repos with customers 57,395 955,401
Loans and advances to customers and debt securities receivables (net of provisions) 35,633,795 40,150,412
Trading securitites 474,236 690,411
Investment securities 3,994,914 7,107,923
Other assets 5,165,900 4,187,063
Assets from discontinued operations 1,157,214 0
TOTAL ASSETS 49,352,308 57,561,340

Liabilities

Due to credit institutions  25,412,221 19,871,441
Liabilities at fair value through profit or loss 18,475 308,864
Deposits & Retail bonds 22,038,103 29,995,022
Debt securities & Other borrowed funds to institutional investors 1,525,963 2,708,864
Other liabilities 1,290,043 1,403,417
Liabilities from discontinued operations 1,007,341 0
Total Liabilities 51,292,146 54,287,608

Capital and reserves attributable to equity holders of the parent entity (2,810,538) 2,762,811
Preference Shares 750,000 370,000
Amounts recognized directly in equity relating to non-current assets
from discontinued operations (14,529) 0
non controlling interest 135,228 140,920
Total Equity (1,939,838) 3,273,732
TOTAL LIABILITIES AND EQUITY 49,352,308 57,561,340

SELECTED CONSOLIDATED INCOME STATEMENT INFORMATION (in thousand euros)

  1.1-31.12.2011 1.1-31.12.2010

net interest income 1,173,235 1,187,917
net fee and commission income 190,307 188,281
Dividend income 3,416 5,855
Results from trading and investment securities (110,044) 9,481
Other operating income (44,269) 85,033
Total net income 1,212,645 1,476,567

Total net organic income
Staff costs (372,183) (389,861)
Administrative expenses (334,547) (363,093)
Gains / (losses) from sale of assets (730) (1,168)
Depreciation and amortisation (88,583) (83,239)
Total operating costs (796,043) (837,360)

Share of profit of associates (31,341) (3,707)

Profit before Tax & Provisons 385,261 635,500
Organic Profit before Tax & Provisions 592,395 637,624

Provisions and impairment (7,862,534) (585,373)

Profit/ (loss) before tax  (7,477,273) 50,127

Income tax expense 896,410 (5,092)
One-off tax contribution 0 (24,630)
Profit/ (loss) after tax from continuing operations (6,580,863) 20,406

Profit/ (loss) after tax from discontinued operations (37,256) (41,597)
non controlling interest 4,740 717
Profit/ (loss) after tax attributable to equity holders of the parent entity (6,613,379) (20,474)
Profit/ (loss) after tax attributable to equity holders of the parent entity from
continuing operations (6,576,880) 20,112
Total comprehensive income net of tax (6,311,814) (252,090)

NUMBER OF STAFF EMPLOYED AND BRANCHES

  31.12.2011 31.12.2010

Continuing operations number of staff employed 11,247 11,637
Discontinued operations number of staff employed 1,559 1,683

Continuing operations number of branches 797 834
Discontinued operations number of branches 48 48

Full Consolidated Annual Financial Report 2011 is available on Piraeus Group’s corporate website  www.piraeubank.gr
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