Bank Zachodni WBK Q4 2003 Performance 

commentary
1. Financial position of Bank Zachodni WBK Group                                            IN Q4 2003 AS COMPARED TO Q4 2002

Performance highlights  
Positive underlying performance in Q4 2003 offset by exceptional tax and restructuring charges.

in PLN m

	Key Profit & Loss Items
	Q4 2003
	Q4 2002
	Change

	Profit-before-tax  (before restructuring charge)
	       65.6 
	    122.9
	-46.6%*

	Restructuring charge 
	       34.3
	-
	-

	Profit-before-tax  (after restructuring charge) 
	       31.3
	    122.9
	         -74.5%*

	Tax 
	       49.7
	     56.7
	         -12.3%

	Profit-after-tax 
	      (18.1)
	     57.6
	-


*  Underlying profit-before-tax, adjusting for once off items, was lower in Q4 2003 by 22% compared to Q4 2002.   

Q4 2003

· Financial performance in Q4 2003 reflected improving business fundamentals:

· customer lending growth by 10.2%

· commission income growth by 15.3%

· staff and operating costs reduced by 10% (before restructuring charge)  
· Profit before tax and restructuring charge out turned at  PLN 65.6m for Q4 2003. The performance was impacted negatively  by sharp increase in bond yields in October and higher provisioning charge compared to Q4 2002. On a yearly basis, the provisioning charge declined by 16.7% to PLN 140.9m which reflects improvement in the quality of the loan portfolio.
Q4 2002 

· Profit-before-tax in Q4 2002 was boosted by once off sale of equity investment, lower provisioning and higher Treasury performance.  

Exceptional end-2003 charges

· The Bank booked at year end a restructuring charge of PLN 34.3m further impacting on reported quarterly profits. This brought total restructuring charge to PLN 44.3 m. In Q4 2003, the restructuring project involved closure of  27 outlets and relocation of three others.      

· The  tax charge included exceptional item in relation to reduction in value of deferred tax assets resulting from lowering of CIT rate from 27% to 19%. This resulted in additional tax charge in Q4 2003 of PLN 55.8m.            

Lower reported PAT -PLN 18.1m

· Impact of exceptional tax charge and restructuring charge of PLN 34.3m.
 
Commentary on key profit and loss account items 

Income  
· Net interest income in Q4 2003 was PLN 210.5m and 0.8% down on Q4 2002. 

· Commission income amounted to PLN 144.4 m and was higher than Q4 2002 figure by 15.3%.   

· Income on financial operations declined by 86.7% to PLN 7m as a result of lowering interest rate environment. The increase in bond yields in October 2003 impacted further on this position. 

· F/X profit totalled PLN 37m and was higher by 8.2% on Q4 2002. 
· Income from equity investments was down by PLN 15.9m on the corresponding period of 2002. The Q4 2002 result was boosted by PLN 11.5m in relation to disposal of shares of Autostrada Wielkopolska SA Holland BV.        
Costs 
· Total costs (before restructuring charge of PLN 34.3m) amounted to PLN 328.3m and were 0.5% lower compared to Q4 2002. 

· Restructuring costs are excluded from the following positions:  

· operating costs  (PLN 11.2m) 

· other operating costs  (PLN 23.1m)

· Staff and operating costs totalled PLN 253.3m and declined by 10.1% compared to Q4 2002. The key contributors here were lower IT, security, postage and telecommunication costs. 

· Other operating costs increased by PLN 29.8m. This is due to reclassification in Q4 2002 of cost positions related to full year 2002 

· Depreciation totalled PLN 56.1m and was 5.1% lower than in Q4 2002.  

Provisioning charge    
· Provisioning charge totalled PLN 43.3m, an increase on Q4 2002 by PLN 22.5m. The increase was due to the timing of raising provisions. 

Commentary on key balance sheet items   
· As at 31 December 2003 total assets of Bank Zachodni WBK Group amounted to PLN 24,168.7m and were down by 3% on 2002.  

· Amounts due from the non-financial and public sectors increased by 10.2% to PLN 13,724.8 m at end-2003. This resulted  from substantial growth in home mortgages (35.3%), leasing rentals (44%) and business lending.                 

· Deposits from non-financial and public sectors increased in 2003 by 2.7% to PLN 17,717.4m.  
· Customer-based financial resources, including deposits from non-financial and public sectors, and investment bonds (PLN 527m at nominal value) amounted to PLN 18,244.4m and were 3.5% up on the previous year figure. Taking into account participations in investment funds (PLN 1,483.8m), total funds increased by 7% yoy. 
2. Major Business developments of Bank Zachodni WBK GRoup                                                                                        in Q4 2003 

Bank Zachodni  WBK  

· In October 2003, the 2nd Issue of Investment Bonds of Bank Zachodni WBK was launched. Until the end of the year, issues of six series of investment bonds with variable yield took place (three series of 2 year bonds and three series of 5 year bonds). The value of 2 year bonds sold was PLN 448 m, whereas 5 year bonds were sold for PLN 79 m. All the bonds issued are quoted on an OTC market administered by the Central Table of Offers.          

· In syndicate with Credit Suisse First Boston, Bank Zachodni WBK acted as an advisor to the Minister of State Treasury in a transaction which involved sale of more than 121 million of Telekomunikacja Polska S.A. shares held by the State Treasury to domestic and foreign investors. Bank Zachodni WBK acted as Joint Lead Manager and was responsible for the sale of shares on the domestic market (ca. 30% of the offer).     

· Bank Zachodni WBK participated in management of the investment bonds issue of BZ WBK Leasing. The nominal value of the bonds was PLN 200 m.  The bank also arranged issue of municipal bonds for the Wrocław Gmina, with total nomial value of PLN 100 m. 

· A consolidation loan was added to the Bank’s product range. The facility is meant for borrowers who avail of or seek a home mortgage in addition to having other obligations towards banks. It allows customers to consolidate all their debts in one loan secured with a mortgage and repayable according to one schedule.                

· A free travel insurance package was introduced for holders of BZ WBK Gold Credit Cards, including cover for medical treatment costs, loss of luggage, accidents, assistance, third party liability, dental treatment costs. Customers were also offered an optional “Your Security” package, providing cover against such incidents as:  work inability, loss of job, death following an accident.

· The Bank’s offering was expanded with an instalment loan related to credit card payments (RATIO). It allows card transactions to be transferred into an instalment repayments plan and is available over the phone.

· At the end of December 2003 the Bank Zachodni WBK network consisted of 400 branches. As part of restructuring process, in Q4 27 branches were closed and 3 were relocated. The ATM network consisted of 557 machines. The number of BZWBK24 users increased by 40.4 thousand to 441.3 thousand. 12.8 thousand companies had access to office banking services  via Minibank24.          
Companies consolidated line-by-line with Bank Zachodni WBK  

· Turnover of BZ WBK Brokerage House in the shares market stood at PLN 1,674.2 m in Q4 2003, giving the company a market share of 8.5% (quarterly). Turnover in the bonds market reached PLN 117.7 m, and the number of forward transactions, where it acted as an intermediary increased to 281.8 thousand (market share of 11.7% on a quarterly basis).   

· The value of net assets leased by BZ WBK Finanse & Leasing and BZWBK Leasing in Q4 2003 amounted to PLN 260.1 m and exceeded the level attained in the previous quarter by 39.1%. On 23 December 2003 BZ WBK Leasing S.A. entered into a loan agreement with EBRD, borrowing EUR 15 m (or its equivalent in Polish Zloty). The funds come from SME Finance Facility, a programme supported by the European Union, and will be used to fund vehicles lease for SMEs. 

· The total assets managed by BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych S.A. rose in Q4 by 7.2% to PLN 1,483.8 m at the end of December 2003.  This result allowed the company to maintain the 8th position in the market, increasing its market share from 3.6% at the end of 2002 to 4.5% at the end of 2003. In December the company arranged subscription of its first close-ended Arka Global Index 2007 Fund whose yield is connected with performance of a stock exchange indices basket. 

· In Q4 2003, BZ WBK Inwestycje Sp. z o.o. repurchased all the four series of investment bonds issued under the 1st Issue of Investment Bonds of Bank Zachodni WBK S.A. (I PEOL), which were then repurchased by the issuer.   
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