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Mediterranean Bank plc

Interim Directors’ Report pursuant to Listing Rules 5.74 et seq

For the six-months ended 30 September 2013

Principal Activities

The principal activities of Mediterranean Bank plc (the “Bank”) are to provide market leading banking
services primarily to the mass affluent sector, focusing primarily on savings, wealth management,
investments and corporate banking.

Financial Performance

During the first six months of this financial year, the Bank recorded a profit before tax of €16.735
million. This was driven by the Bank’s treasury management activities and its corporate credit
investment portfolio which, combined with its low cost base and excellent customer service, have
enabled the Bank to position itself as a market leading provider of savings and term deposit products,
primarily in the Maltese market. As at 30 September 2013, the Bank investment securities portfolio
stood at €1.555 billion (31 March 2013: €1.564 billion). Corporate lending activities stood at €387
million (31 March 2013: €402 million). A balance of €121 million recorded as contingent assets relate
to corporate lending, being transactions traded but not yet acquired.

During the six-months ended 30 September 2013, the Bank registered net interest income of £14.5
million (30 September 2012: €10.1 million) and other operating income of €14.4 million (30 September
2012; €16.8 million}, resulting in a total operating income of €30.3 million (30 September 2012: €26.6
million}. Total operating expenses amounted to €13.6 mitlion (30 September 2012: €10.2 million).

The average number employees increased.from 152 for the period ended 30 September 2012 to 216 for
the period ended 30 September 2013, Personnel expenses amounted to €6.4 million for the six-month
ended 30 September 2013 (30 September 2012: €5.2 million). The number of employees increased from
160 as at 30 September 2012 to 235 as 30 September 2013. )

The Directors anticipate continued stable but growing revenues for the remainder of the financial year.

Strategic Development

The Bank’s primary strategic objective is to be a leading provider of savings, investment and wealth
management products to the mass affluent market, both in Malta and other European Union countries.

Having established its position in the Maltese market primarily initially through its core savings
offering, the Bank has invested considerable resources in building an investment services and e-Wealth
Management platform, which provides the Bank’s customers with an information rich and cost efficient
platform to deliver investment and savings products in a seamless, transparent and user friendly
format. The platform allows the Bank to offer its products and services in both the local and
international markets. The underlying strategy is designed to meet the long-term savings and
investment requirements of its core customer base. The Bank’s online investment services platform
provides investors with the ability to execute transactions in equities, bonds and funds in a cost
efficient and easy to use manner. The Bank's e-wealth platform provides customers with a large range
of investment research and analysis tools as well as financial planning tools that enable its customers
to build portfolios designed to meet their financial goals.

in addition to its efforts in respect of improving and diversifying its customer offering, the Bank intends
to continue to diversify its liability structure, while continuing to strengthen its deposit base. The
Bank's core deposit offering is a range of attractively priced fixed-term and other savings products. As
at 30 September 2013, the Bank’s deposit base reached €649 million.
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Interim Directors’ Report pursuant to Listing Rules 5.74 et seq {(continued)

For the six-months ended 30 September 2013

Strategic Development (continued)

The Bank also continues to access the international wholesale funding markets through bilateral repo
lines, access to the Eurex repo platform and a secured 3-year term funding facility with an
international counterparty. In addition, to support the growth of its lending activities, the Bank issued
€240 million of secured notes through a Netherlands funding vehicle.

Supported by a robust liability structure, the asset base of the Bank has continued to grow, having
reached €2.150 billion as at 30 September 2013. This growth has been concentrated primarily in the
Bank’s portfolio of international senior secured corporate loans and bonds, which have been an
increasingly important portion of the Bank's asset portfolio. The Bank also continues to focus on its
treasury portfolio and its traditional strategy of investing in quality and liquid EU assets. The Bank’s
portfolio of corporate loans reached €508 mitlion as at 30 September 2013 (representing corporate
credit assets purchased and traded).

Mediterranean Bank remains committed to operating with strong regulatory ratios and a robust liquidity
position. At 30 September 2013 the Bank’s regulatory liquidity ratio stood at 171%, and it reported a
Capital Adequacy Ratio of 14.9%. The growth of the Bank’s corporate loan portfolio has resulted in and
is expected to continue to result in greater consumption of capital over the medium term. As a result,
it is expected that the Bank will operate at or around its current Capital Adequacy Ratios rather than
the higher ratios that have historically been the case. The Bank intends always to operate at Capital
Adequacy Ratios that are comfortably in excess of regulatory requirements. Likewise, the Bank’s
regulatory liquidity ratio is also expected to remain comfortably in excess of regulatory requirements.

Outiook

Over the last few months, markets have responded positively to a number of Eurozone initiatives,
including the Outright Monetary Transaction (OMT) facility implemented by the ECB and moves toward
a more unified system of bank regulation. This has led to a pericd of relative calm in European
peripheral debt markets and a significant narrowing of spreads for most peripheral credits relative to
core European credits. However, undertying issues still exist which have been compounded by a weak
economic growth outlook and the ongoing challenges of structural reform. These issues are expected to
remain an ongoing source of concern for investors and policy makers during the foreseeable future.
Despite these ongoing challenges, the Bank remains confident that its underlying strategy will continue
to result in profitable growth.

In August, the Bank launched its Belgian branch, which initially offered deposit and investment
products including online execution of transactions in equities, bonds and funds. More recently, the
Bank launched its e-Wealth platform in the Belgian market, including its suite of financial planning
tools and its wide range of research and investment tools.

Following the launch of online investment services and eBanking products in Malta, the Bank intends to
launch an online e-Wealth platform in Malta, based on the systems designed for the Belgian market.
The launch of the Belgian branch and of a range of new products and services in Malta are expected to
increase the non-interest income of the Bank.
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Interim Directors’ Report pursuant to Listing Rules 5.74 et seq (continued)

For the six-months ended 30 September 2013

Related parties

There were no material changes in related party transactions from those detailed in the financial
statements for the period ended 31 March 2013 (note 35). During this period no related party
transactions materially affected the financial position or performance of the Bank.

Statement by the directors pursuant to Listing Rule 5.75.3

We, the undersigned, declare that to the best of our knowledge, the condensed interim financial
statements prepared in accordance with the applicable accounting standards, give a true and fair view
of the assets, liabilities, financial position and profit or loss of the Bank and its subsidiaries included in
the consolidation taken as a whole, and that this report includes a fair review of the performance of
the business and the position of the Bank and its subsidiaries, included in the consolidation taken as a
whole and that the interim directors report includes a fair review of the information required in terms

of Listing Rules 5.81 to 5.84;

Approved by the Board on 27 November 2013 and signed on its behalf by:

J.Wassallo Mr. Mark A. Watson

Chairman Director and Chief Executive




Mediterranean Bank plc

Condensed Interim Statement of Financial Position

As at 30 September 2013

ASSETS

Balances with Central Bank of
Matta, Treasury Bills and cash
Loans and advances to

financial institutions
Loans and advances to customers
Investment securities
Derivative assets held for risk management
Derivative assets held for trading
Investments in subsidiaries
Property and equipment
Intangible assets
Other assets
Prepayments and accrued income
Deferred tax assets

Total assets

30 Sep 2013

€000

45,080

115,527
386,939
1,554,745
391

334

2

2,175
196
18,255
24,948
1,100

The notes on pages 7 to 15 are an integral part of these condensed interim financial statements.

31 Mar 2013

€000

70,035

20,131
402,174
1,564,034
279

65
2,485
228
14,471
27,996
















































