Interim report for the activity of EIBANK PLC for the second quarter of 2008 

The main focus of development during the current financial year was related to maintaining and securing the positions of EIBANK on the markets the company operates on, especially on the loan market. The EIBANK loan portfolio consists of duly secured loans, granted to reliable borrowers after comprehensive analysis and check-ups. 

In the second quarter of the financial 2008 the increased demand for loans continued. With respect to that, EIBANK kept its focus on searching for reliable customers and perspective projects. 

In addition to corporate clients, EIBANK successfully grants loans to SMEs and natural persons. EIBANK is currently restructuring its loan portfolio to increase the number of loans in the abovementioned customer groups. 

With Bulgaria’s accession to EU, the banking sector in Bulgaria faced new challenges: increased competition, the higher financial culture of customers, making it necessary to offer ever more tailor-made financial products meeting the respective clients’ needs, the necessity to achieve a balance between regulatory restrictions and the increased banking services demand. The EIBANK flexible team of managers and the swift decision-making allowed the Bank to utilize the opportunities of the constantly changing competitive market. The focused strategy of specializing in particular sectors and services, the effective activity cost management, the sensible risk management and solid capitalization allowed the Bank to continue the trend of increasing the assets and profit growth of the Bank, leading on its part to shareholder value rise. 

The targets for the second quarter of the financial 2008 set by the EIBANK management are considerable assets and profit growth, increased efficiency and improving the asset quality by optimizing risk management. 

Data for the financial results as of June, 30th, 2008, and the other main financial indicators characterizing the activity of EIBANK

The profit of EIBANK as of 30.06.2008 before taxation amounts to 17 330 thousand BGN, and the net profit amounts to 15 597 thousand BGN.

Income from interests as of 30.06.2008 amount to 56 807 thousand BGN and in comparison to the same period last year has increased by 10 269 thousand BGN, which is an increase of 22.07%. 

The equity of EIBANK as of 30.06.2008 amounts to 212 849 thousand BGN and in comparison to the same period last year has increased by 33 990 thousand BGN, which is an increase of 19.00 %.

The assets of EIBANK as of 30.06.2008 amount to 1 814 681 thousand BGN. 

Attracted deposits from banks and customers as of 30.06.2008 amount to 1 524 742 thousand BGN.

Granted loans as of 30.06.2008 amount to 1 322 029 thousand BGN. 

Corporate events

On 03.04.2008, in the file of the bank in the Commercial Register, the following entries were made: deletion as an official representative of Mr Danail Mihajlov Kamenov and registration as an official representative of Mr Alexander Dimitrov Dimitrov. 

On 10.05.2008, in the file of the bank in the Commercial Register, changes in the Articles of Association of the bank have been entered, reflected in the minutes of the General Meeting of the shareholders held on 28.03.2008. 

On 10.05.2008, in the file of the bank in the Commercial Register, the deletion of Mr Danail Mihajlov Kamenov as a member of the Management Board of the Bank was entered.
Three new deposit products have been developed and launched on the market: the savings deposit „Student Scholarship”, saving deposit „Saving Deposit with differential interest accrual” and the child deposit „Dreams”. 
New branches of the Bank entered into the Commercial Register: Kjustendil branch and Rakovski branch in the city of Sofia. 

Change in the branch name entered into the Commercial Register – from Sofia branch into Tundzha branch. 
Major risks and uncertainties facing the company 
In the second quarter of the financial 2008, there were no changes in the risk factors influencing the activity of the Bank in a degree that would lead to substantial changes in the activities. The major risk related to the activity of EIBANK and of the banking sector as a whole continued to be:

· foreign exchange risk 
· inflationary risk
· interest rate risk 
· political risk 
· regulatory risk 
· liquidation risk
· credit risk 
· capital risk 
Information on concluded major transactions between related parties.

In the reporting period, there were no major transactions concluded between related parties.

In general, EIBANK AD achieved good results in the second quarter of 2008, continuing to strengthen and expand its positions in the sector of the small and medium-sized business, which on its part is conditioned by Bulgaria’s accession to the EU, the continuing direct foreign investments and the increase of infrastructure costs. As a result of all this, Bulgaria is ranked among the best-performing developing countries in the region. We believe that these trends will continues in the remaining months of 2008 and, as a result, the Bank will keep its high level of viability and growth commensurate with that of the banking system. 

Additional information 
1. In the reporting period, no changes in the accounting policy of the bank were made.

2. In the reporting period, Economic and Investment Bank AD /EIBANK/ continued its integration into the structure of КВС Group, Belgium.

Following the revaluation of its investment in the capital of Nova Ljubljanska Bank (NLB) performed in 2006, KBC decided to position itself as a purely financial investor in the Slovenian bank. In consequence, the entire 34% share of KBC will be offered on the market. Currently, KBC establishes the conditions for a comprehensive structured process, which will guide the future sales of the 34% share of КВС in the capital of NLB to a third party, as well as the sales of the 50% share of КВС in the capital of NLB Vita. 
 3. In the reporting period, no organizational changes were made in the framework of the issuer such as transformation, sale of the companies from the economic group, contributions in kind made by the company, lease of property, long-term investments, discontinuance of activities.

4. No forecasts about the financial results for 2008 were published.

5. As at 30 June 2008, the persons that directly own at least 5 per cent of the votes in the General Assembly are КВС Bank, Belgium – 77.75%, and Mrs. Tsvetelina Borislavova Karagyozova– 22.25%. As at the previous quarterly period, (the 4th quarter of 2007) КВС Bank, Belgium, owned 77.42% of the capital of the bank, and Tsvetelina Borislavova Karagyozova owned 22.25% of the capital of the Bank. 

6. Among the members of the Management and Supervisory Boards of the Bank, as at the end of the 2nd quarter of 2008 shares of the capital of the Bank were owned by Tsvetelina Borislavova Karagyozova, her participation remaining unchanged as compared to the end of the previous quarterly period (1st quarter of 2008).

7. There are no pending court, administrative or arbitration procedures relating to payables or receivables of at least 10 per cent of the equity of the Bank.

8. General information about the loans granted, guarantees provided or commitments taken by the bank has been presented as part of the financial statements, as well as further above in this presentation. In view of the peculiar scope of activity of the Bank, information relating to the total exposures to one person or his subsidiary, including that of related parties, specifying the nature of relations between the issuer and the person, the principal amount outstanding, the interest rate, the date of repayment, the amount of a commitment taken, terms and conditions represents a volume of information that is difficult to provide.

................................................                                   

...............................................

     PETER ANDRONOV                                     

ALEXANDER DIMITROV 

 /Chief Executive Officer /                     

/Executive Officer /                               

PAGE  
1

