Interim Report on the Activity of EIBANK AD for the Twelve Months of 2007
The intended development during the current financial year is mainly related to keeping and strengthening EIBANK’s market positions on the markets where the Bank operates and mainly on the credit market. EIBANK’s loan portfolio consists of duly collaterized loans given to reliable debtors after a thorough analysis and investigation.
The active demand for loans was retained during the financial 2007. In this respect, EIBANK held its orientation toward looking for reliable debtors and prospective projects.

Except for corporate clients, EIBANK AD successfully implements crediting of small and medium-sized enterprises and individuals. EIBANK is in a process of restructuring of its loan portfolio focusing on increasing the number of loans to the groups of clients indicated above.

The banking sector in Bulgaria is faced with new challenges due to the country’s EU accession – increased level of competition, higher financial awareness of the clients which requires more customized financial products corresponding to the specific needs, a need of balance between regulatory restrictions and increased demand for bank services. The EIBANK flexible management team and the efficient decision making allow the Bank to benefit from the opportunities offered by the constantly changing competitive market. The focused strategy for specialization in specific sectors and services, prudent risk management and solid capitalization will allow the continuation of the trend toward increase of assets and profit of the Bank resulting in value for the shareholders.
EIBANK’s objectives for 2007 – stable growth rate of assets and profits, increased efficiency and improved quality of assets through improved risk management, were achieved by the management.

Data about the financial result as of 31 December 2007 and the other main financial indicators characterizing the activity of EIBANK
EIBANK’s profit as of 31.12.2007 before taxation amounts to BGN 44 787 thousand and the net profit amounts to BGN 41 366 thousand.

Income from interest for the twelve months of 2007 amounts to BGN 98 026 thousand which constitutes an increase of BGN 25 871 thousand compared to the same period of the previous year or 36 %. 

The bank’s own capital as of 31.12.2007 is BGN 203 330 thousand and is increased by BGN 41 366 thousand or 25.54 % higher in comparison with the same period of the previous year.

EIBANK’s assets as of 31.12.2007 amount to BGN 1 982 thousand which is an increase of 43,82 % compared to the same period of the previous year. 

Attracted deposits from banks and clients as of 31.12.2007 amount to BGN 1 730 322 thousand or an increase of 44,53 % compared to the same period of the previous year. 

Loans extended as of 31.12.2007 amount to BGN 1 031 267 thousand or an increase of 67.06 % compared to the same period of the previous year. 

Corporate events
On 05.12.2007 at an extraordinary general meeting of the Bank’s shareholders, the following were released as members of the Supervisory Board - Mr. Birgir Mar Ragnarson, citizen of Iceland and Mrs. Valentina Radkova Ivanova, and the following were elected as new members of the Supervisory Board – Mrs. Vesela Nikolova Stancheva – Mincheva, Mr. Jan Vanhevel, citizen of Belgium, Mr. Dirk Mampei, citizen of Belgium, Mr. Johan Demen, citizen of Belgium and Mr. Boyko Dimitrov Dimitrachkov.
On 05.12.2007 a decision was made at an extraordinary general meeting of the Bank’s shareholders to amend the Bank’s statute which was included in the Minutes of the meeting.

On 07.12.2007 as a result of a transaction concluded at Bulgarian Stock Exchange - Sofia, KBC Bank Limited, Belgium, acquired 75.03% of the Bank’s shares and by 31.12.2007 that share was increased to 75.07% of the Bank’s shares.

On 18.12.2007 the international rating agency Fitch Ratings assigned the Economic and Investment Bank AD (EIBANK) “A-” stable. A class “A” investment rating is a high recognition of the position, modern management, and excellent results achieved by the Bank. Significant is the active role and support provided on a daily basis by KBC Bank Limited, Belgium, now holder of over 75% of the capital of EIBANK. 
On 27.12.2007 the Managing Board of the Bank provided their opinion on a bidding proposal to be presented by KBC Bank Limited, Belgium, to the remaining shareholders of the Bank in order to purchase their shares. According to that opinion, the Managing Board of the Bank considers that the bidding proposal is in compliance with the regulatory requirements and protects the interests of the shareholders.

Major risks and uncertainties facing the company
During the financial 2007 there were no changes in risk factors influencing the activity of the Bank to a degree that may cause substantial changes in the activity. The main risks related to the activity of EIBANK and the banking sector as a whole are as follows:
· Foreign exchange risk

· Inflation risk

· Interest rate risk 

· Political risk

· Regulatory risk

· Liquidity risk

· Credit risk
· Capital risk
Information regarding large deals concluded between related parties.

There have been no large deals between related parties during the reporting period.

To summarize, EIBANK AD achieved a record 2007 by continuing to strengthen and expand its positions in the small and medium sized business sector, which is, in its turn, favourably influenced by Bulgaria’s EU accession, the direct foreign investment, and the increased infrastructure expenses. As a result of all that, Bulgaria is among the countries developing at the highest levels. We believe that those trends will also continue in 2008 and as a result of that the Bank will maintain a high level of profitability and growth commensurate with that of the banking system. 

Additional information

1. No amendemnts have been made to the Bank’s accounting policy during the reporting period.
2. During the reporting period, Economic and Investment Bank AD (EIBANK) became part of KBC Group - Belgium.

3. There were no organizational changes within the framework of the issuer during the reporting period, i.e. transformation, sale of companies from the economic group, contributions in kind, made by the company, rental of property, long-term investments, termination of activity.
4. No estimates of the results for 2007 financial year have been published.
5. As of 31.12.2007, persons holding directly at least 5% of the votes in the General Meeting are KBC Bank - Belgium 75.07% and Tsvetelina Borislavova Karagyozova – 22.25 %. As of the previous reporting period (3rd quarter of 2007), KBC Bank - Belgium, did not hold any shares in the capital of the Bank, and Tsvetelina Borislavova Karagyozova held 24.31% of the capital of the Bank.
6. Of all the members of the Managing and Controlling Board of the Bank, as of the end of quarter 4 of 2007, Tsvetelina Borislavova Karagyozova held shares in the capital of the Bank, and in comparison to the previous three-quarter period (quarter 3 of 2007), her share decreased from 24.31% to 22.25 %.
7. There are no pending court, administrative or arbitration proceedings regarding obligations or receivables of at least 10% of the own capital of the Bank.
8. The general information regarding the loans, extended by the Bank, the guarantees or undertaking of obligations, is presented as part of the financial statements as well as earlier in this report. Due to the specific activity of the Bank, the information regarding its exposure to one and the same entity or its subsidiary, including related parties, indicating the nature of the relation between the issuer and the entity, the amount of the outstanding principal, the interest rate, the term for repayment, the amount of the undertaken obligation and the relevant terms and conditions, constitutes a volume which is difficult to present.
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