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INTRODUCTION

These half yearly reports (Banca Carige Group
and Banca Carige SpA) at 30th June 2005 were
prepared in accordance with the transitional
provisions set out in IFRS 1 ‘First-Time Adoption
of International Financial Reporting Standards’
in addition to CONSOB deliberation no. 14990
of 14th April 2005 (modifying its ‘regolamento
emittenti’ no. 11971/1999) in compliance with
IAS 34 (Interim Financial Reporting).

The interim reports of the following subsidiaries,
as decided by the Parent Company Banca
Carige SpA, have also been prepared under
IAS/IFRS: Cassa di Risparmio di Savona SpA,
Cassa di Risparmio di Carrara SpA, Banca del
Monte di Lucca SpA, Banca Cesare Ponti SpA
and Carige Asset Management SGR SpA.

Banca Carige SpA has decided both for itself
and on behalf of the above-mentioned
subsidiaries to take advantage of the provisions
of article 4, paragraph 2 of Legislative decree
38/2005 and will therefore adopt for the first
time the requirements of International Financial
Reporting Standards and International
Accounting Standards (collectively IFRS) for the
purpose of preparing statements for the year
ending 31st December 2005.

The standards applied will be those issued by
the International Accounting Standards Board
and endorsed (or where there is reasonable
expectation of endorsement) by the European
Union at the moment of the approval of the
statements as at 31st December 2005. In all
respects, this is also expected to be in
accordance with IFRS, including the
interpretations issued by the International
Financial Reporting Interpretations Committee
(IFRS) as applicable to the Banca Carige Group.

The change in accounting standards will have a
significant impact on presentation, valuation of
assets and liabilities, in addition to the structure
of annual and interim reports.

Valuation and measuring criteria are based on
the principle of substance over form.
Consequently, assets and liabilities are recorded
or written down exclusively to illustrate the actual
transfer of a benefit or risk.

The application of fair value rather than
historical valuation impacts in particular
financial assets (securities, loans and advances,
derivatives, equity investments) and actuarial
assessments of staff benefits, such as severance
pay and supplementary pension schemes. With
regards to the area of consolidation, the
Group’s two insurance companies Carige
Assicurazioni SpA and Carige Vita Nuova SpA
are now accounted for using the acquisition
method, previously not foreseen under Italian
GAAP.

The Half Year Reports of Banca Carige and the
Banca Carige Group at 30th June 2005 are
made up by the following:

- Balance sheet;
- Income statement;
- Cash flow statement;
- Changes to Total Shareholders’ Equity.

Balance sheet and income statement formats are
those prepared by the Bank of Italy and made
available for consultation from July 2005
onwards.

The Business Report, though in format practically
unchanged, contains significant innovations.

Banca Carige has decided to apply IAS 32 and
IAS 39 (financial instruments) from 1st January
2005. Consequently, comparison cannot be
made figures relating to financial instruments as
at 31st December 2004 and 30th June 2004
(non restated valuations under Italian GAAP).

The absence of 2004 comparatives for financial
instruments for the reasons given above impacts
also the statements of the Group’s banks and
manager trust.

However, in order to provide some form of
comparison with 2004, certain pro forma
restatements under IAS 32 and IAS 39 of
balance sheet and income statement captions
have been made.

On the question of regulatory capital
requirements for Banca Carige and the Carige
Group, the legislative reference point is that
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provided by Legislative decree 87/92 and
subsequent clarifications contained in the Bank
of Italy’s technical note of 9th August 2005.
Nevertheless, in the light of prudential filters
foreseen in Basle 2 and communicated by the
Bank of Italy in its letter of 8th April 2005
(methodological guidelines and impact
simulations), further details have been provided
where deemed necessary.

The attachment “First Time Adoption of
International Financial Reporting Standards
(IFRS)” contains detailed reconciliations relating
to Banca Carige and the Banca Carige Group
in accordance with IFRS 1 (paragraphs 38,39
and 40) and CONSOB’s deliberation no.
14990 of 14th April 2005. A basis of
preparation accompanies the FTA report and
provides details of the impact of IFRS on
balance sheet lines and the subsequent variation
in total shareholders’ equity.

The reconciliations have been subject to a
Special Purpose Audit Report carried out by
Deloitte & Touche SpA, in accordance with the
decision of the Board of Directors of Banca
Carige taken during the meeting of 9th May
2005 and pursuant to CONSOB’s
communication DEM no. 5025723 of 15th April
2005.

The Half Yearly Reports of Banca Carige Group
and the Parent Company have been audited
(“limited review”) by Deloitte & Touche SpA in
accordance with the decision (article 159 of
Legislative decree 58/1998) of the Ordinary
Shareholders’ Meeting of Banca Carige held on
31st March 2003.
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BANCA CARIGE SpA

BANKING ACTIVITIES BANKING ACTIVITIES

Banca del Monte di Lucca SpA (54,00%) Frankfurter Bankgesellschaft AG (47,50%)

Cassa di Risparmio di Savona SpA (95,90%)

Cassa di Risparmio di Carrara SpA (90,00%)

Banca Cesare Ponti SpA (3) (51,09%)

INSURANCE ACTIVITIES INSURANCE ACTIVITIES

Carige Assicurazioni SpA (6) (99,50%) 37,50%

Assi90 Srl (7)
Carige Vita Nuova SpA (100,00%) 22,50%

FINANCIAL ACTIVITIES 0,50% AG Srl (7) 100,00%

Savona 2000 Srl (7) 80,00%
Argo Finance One Srl (60,00%)
Priamar Finance Srl (60,00%)
Argo Mortgage Srl (5,00%)
Argo Mortgage 2 Srl (5,00%)

Carige Asset Management SGR SpA (99,50%)

INSTRUMENTAL ACTIVITIES INSTRUMENTAL ACTIVITIES

100,00%
Galeazzo Srl (4) (100,00%) Dafne Immobiliare Srl
Columbus Carige Immobiliare SpA (99,99%)
Immobiliare Ettore Vernazza SpA (5) (90,00%)

Immobiliare Carisa Srl 100,00%

TRUSTEE ACTIVITIES OTHER ACTIVITIES

Centro Fiduciario SpA (76,93%) 20,00%    4,00% Autostrada dei Fiori SpA (16.62%)

Banca Carige's share holding is shown in brackets.

(1) Quota calculated on the basis of ordinary shares only.

(3) Carige holds ballot rights on 58,75% of the capital.
(4) Tha company has a 0,01% holding in Columbus Carige Immobiliare SpA. 
(5) The company holds 10% of its own shares.
(6) The company holds 1,273% of its own shares. 
(7) Insurance instrumental companies (insurance agencies)

Others (1)
Fondazione Cassa di 

Risparmio di Genova e 
Imperia (1)

11,02%43,37% 6,41%

WestLB (1) (2)CNCE (1)

CONSOLIDATION CARRIED OUT WITH THE 
EQUITY METHOD

39,20%

(2) Existing quota at the time of payment of the dividend (3/5/2005). 
Direct holding of 3,93% and indirect holding of 2,48% via subsidiary WestLB (Italia) Finanziaria SpA.

CONSOLIDATION CARRIED OUT WITH 
THE COST METHOD

FULL CONSOLIDATION
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BOARD OF GENERAL BOARD OF
DIRECTORS MANAGEMENT STATUTORY

AUDITORS
CHAIRMAN GENERAL MANAGER
Giovanni Berneschi* Alfredo Sanguinetto CHAIRMAN

Antonio Semeria
DEPUTY CHAIRMAN DEPUTY GENERAL
Alessandro Scajola * MANAGER AUDITORS

(Commercial) Massimo Scotton
DIRECTORS Andrea Traverso

Carlo Arzani
Adalberto Alberici DEPUTY AUDITORS
Piergiorgio Alberti * ** DEPUTY GENERAL
Andrea Baldini* MANAGER Adriano Lunardi
Giorgio Binda (Administration) Luigi Sardano
Jean-Jacques Bonnaud
Luca Bonsignore Giovanni Poggio AUDIT
Mario Capelli FIRM
Remo Angelo Checconi * DEPUTY GENERAL
Maurizio Fazzari MANAGER Deloitte &
Pietro Isnardi (Credit and Wealth Touche SpA
Ferdinando Menconi Management)
Paolo Cesare Odone *
Vincenzo Roppo * Achille Tori
Enrico Maria Scerni
Francesco Taranto
Oliviero Tarolli

*Member of Executive
Committe
**Senior Director

The Board of Directors was appointed by the Ordinary Shareholders Meeting of 31st March 2003 for the business years 2003,
2004 and 2005.
The present Executive Committee was appointed by the Board of Directors on 18th October 2004 (and will hold office until 31st

October 2004) as from 1/11/2004 and expiration at the approval of the balance sheet 2005. During the Meeting of
20/6/2005 the Board of Directors appointed Andrea Baldini as member of the Executive Committee in place of the resigning
Ferdinando Menconi.
The present organisational structure of the Bank was approved by the Board of Directors on 2nd August 2004 with expiration 1st

October 2004.
The Board of Statutory Auditors was appointed by the Ordinary Shareholders’ General Meeting of 28th April 2005 for the years
2005, 2006 and 2007.
The external auditors were appointed by the Ordinary Shareholders Meeting of 31st March 2003 for the business years 2003,
2004 and 2005.
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As required by directive no. 97001574 of CONSOB dated 20th February 1997 shown below are the
powers and delegated authority belonging to the Directors and Management.

Chairman of the Board of Directors

According to article 24 of the By-laws the Chairman of the Board of Directors is the legal representative
of the Bank vis-à-vis third parties and in court proceedings.
He presides at shareholders’ meetings, convenes and presides at meetings of the Board of Directors of
which he is an ex officio member.
In a case of compelling urgency not admitting of delay, the Chairman himself may, on a proposal of the
Managing Director or General Manager, take decisions falling within the competence of the Board of
Directors or the Executive Committee where it is impossible for their members to meet. Decisions so
made are to be brought to the notice of the relevant body at its next meeting.
The Chairman has no specific delegated powers but has the authority to:

a) represent Banca Carige at the shareholders’ meetings of the Group or associated companies
and indicate where necessary the guidelines to be followed by the Bank’s representatives on the
boards of the same companies;

b) attribute the right of proposal regarding relations between the companies of the Group, of which
the Bank is parent company;

c) confer management or proposal powers on matters concerning human resources and the
optimisation thereof.

Executive Committee

Article 25 of the By-laws provides for the appointment of the Executive Committee by the members of the
Board of Directors, which is to fix the number of members, their term of office and their functions.
The Executive Committee is made up of the Chairman and vice Chairman, who are ex officio members,
and between three and five other members.
The five members of the executive committee now in office were appointed on 14th April 2003 and will
hold office until 31st October 2004.
The Board of Directors in conformity with article 21 of the By-laws has delegated to the Executive
Committee within defined limits its powers in regard to:
a)  the grant, renewal, increase, reduction, confirmation, cancellation and suspension of advances and

facilities and general credit operations of every description in all branches as well as the treasury and
tax-collection payment functions;

b)  general decision making powers in matters relating to expenditure;
c)  power to determine a range of matters including the management of human resources, management

of the treasury and of the Bank’s investment portfolio, the use of derivatives and foreign exchange
operations, the management of equity investments including decisions relating to the exercise (or not)
of pre-emption or option rights on shares or shareholdings in subsidiaries as well as in matters of day-
to-day management not involving strategic issues, decisions relating to the entering into litigation
affecting the Bank, without limits as to the costs estimated or undetermined, decisions regarding the
opening, closing, transfer or reorganisation of the Bank’s branches consistent with the Bank’s branch
policy document deliberated by the Board of Directors.
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Managing Director - General Manager

In accordance with article 27 of the By-laws, a Managing Director or General Manager is appointed by
the Board of Directors. The former, if appointed, will also perform the duties of General Manager. Either
will exercise those powers belonging to him within the scope of the By-laws and the powers granted to
him by the Board of Directors. The General Manager is the head of the Bank’s staff and is responsible for
the management and coordination of human resources.
The Managing Director in office was appointed on 14th April 2003 and has the following decision-
making powers delegated to him:
a)  with respect to the grant, renewal, increase, reduction, confirmation, cancellation and suspension of

advances and facilities and general credit operations of every description in all branches as well as
treasury and tax-collection, and payment functions; he can also give guidelines on the above to the
banking subsidiaries of the Banca Carige Group as foreseen by current legislation;

b)  generally with respect to matters relating to expenditure;
c)  in regard to a range of matters relating to the finances of the Bank, and payment functions;
d)  with the Chairman’s consent, he has the right to represent the Bank at general meetings of subsidiary

and associated companies and to decide the Bank’s policy as he may think fit;
e)  matters of day-to-day management not involving strategic issues;
f)  represent the Bank in litigation in full respect of the powers assigned to the Chairman of the Board of

Directors or, in his absence, the Deputy Chairman;
g)  confer proxy and powers of signature to documents relating to all aspects of the Bank’s ordinary

activities.
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CONSOLIDATED FINANCIAL HIGHLIGHTS

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

(1) (2) pro forma (1) (2) pro forma (1) 12/04 p.f. 6/04 p.f.

BALANCE SHEET (3)

Total assets 23,473,293 20,786,316 22,139,494 20,307,174 21,629,160 6.0 8.5

Funding 16,673,129 15,247,497 15,971,165 14,658,747 15,395,431 4.4 8.3
- Customer Deposits (a) 14,922,460 14,265,671 14,989,339 13,368,235 14,104,918 -0.4 5.8
  * Amounts  owed to cus tomers 8,429,547 8,365,350 8,317,489 7,613,704 7,565,843 1.3 11.4
  * Debt securities  in issue 6,492,913 5,900,321 6,671,850 5,754,531 6,539,075 -2.7 -0.7 
- Deposits  from banks 1,750,669 981,826 981,826 1,290,512 1,290,512 78.3 35.7

Other F inancial Intermediation Activ ities (OF IA) (b) 17,373,712 16,615,838 16,615,838 16,081,299 16,081,299 4.6 8.0
- Assets under management 8,982,696 8,406,719 8,406,719 8,082,391 8,082,391 6.9 11.1
- Assets in custody 8,391,016 8,209,119 8,209,119 7,998,908 7,998,908 2.2 4.9

Total F inancial Intermediation Activ ities (TF IA) (a+b 32,296,172 30,881,509 31,605,177 29,449,534 30,186,217 2.2 7.0

Lending (4) 18,913,637 17,250,447 18,057,261 16,557,325 17,482,705 4.7 8.2
- Loans to customers (4) 12,998,486 11,610,381 12,378,009 11,408,413 12,259,376 5.0 6.0
- Loans to banks (4) 1,231,046 1,576,866 1,576,866 1,243,804 1,243,804 -21.9 -1.0 
- F inancial assets  (4) 4,684,105 4,063,200 4,102,386 3,905,108 3,979,525 14.2 17.7

S hareholders ' equity 2,153,327 1,734,456 2,115,717 1,691,604 2,063,445 1.8 4.4

Change %

30/6/05 31/12/04 30/6/04 6/05 6/05

(1) (2) (2) 12/04 6/04 

INCOME STATEMENT (3)

Gross operating income 398,495 732,627 0 348,834 0.0 14.2
Net income from financial management 365,973 569,688 0 236,666 0.0 54.6
Operating income from ordinary activ ities before ta 129,951 163,824 0 77,806 0.0 67.0
Net income 82,600 111,214 0 57,102 0.0 44.7

RESOURCES (5)

Number of branches 495            495            491            
Number of employees 4,779         4,787         4,691         

FINANCIAL RATIOS
Operating costs

/gross operating income 61.28% 58.32% #DIV/0! 49.65% #DIV/0!

Operating income from ordinary activ ities before taxation
/S hareholders ' equity 6.03% 9.45% 0.00% 4.60% 0.00%

R OE 3.84% 6.41% 0.00% 3.38% 0.00%
R OAE  (6) 3.87% 6.40% 3.33%

SOLVENCY RATIOS (7)

R isk-Weighted Assets (3) 13,468.5 12,439.7 12,036.0 12,036.0 0.0 8.3 11.9
T ier 1 %  of R WA 7.03% 7.38% 7.23% 7.23% 0.00%
Total capital %  of R WA 9.72% 9.64% 9.70% 9.70% 0.00%

(1) Amounts  calculated on the bas is  of IAS /IFR S , including IAS  32 and IAS  39.
(2) Amounts  calculated on the bas is  of IAS /IFR S , excluding IAS  32 and IAS  39.
(3) Thousands of euros.
(4) Gross of value adjus tments .
(5) S tatis tics  at the end of period.
(6) Net income on average shareholders ' equity (R eturn On Average E quity).
(7) R isk-Weighted Assets calculated on the bas is of current supervis ion principles . E s timateson the bas is of IAS /IFR S principles: a) R isk-Weighted Assets

13,611.9 million; b) T ier 1: 7.26% ; c) Total Capital R atio: 12.03% .
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CONSOLIDATED ACCOUNTIG STATEMENTS AT 30/6/2005
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CONSOLIDATED BALANCE SHEET

ASSETS  (thousands of Euros)

Change %

30/6/05 31/12/04 (1) 30/6/04 (1)
6/05 
12/04

6/05    
6/04

  10 -CASH AND HIGHLY LIQUID DEPOSITS 166,311 189,053 156,326 - 12.0 6.4
  20 -FINANCIAL ASSETS HELD FOR TRADING 4,101,702 3,535,528 3,433,019 16.0 19.5
  30 -FINANCIAL ASSETS DESIGNATED AT FAIR VALUE 582,403 527,672 472,089 10.4 23.4
  40 -FINANCIAL ASSETS AVAILABLE FOR SALE 1,151,342 597,054 615,577 92.8 87.0
  50 -HELD-TO-MATURITY INVESTMENTS 2,834 2,907 2,974 - 2.5 - 4.7
  60 -LOANS TO BANKS 1,225,900 1,572,127 1,239,489 - 22.0 - 1.1
  70 -LOANS TO CUSTOMERS 12,655,698 11,407,231 11,224,425 10.9 12.8
  80 -HEDGING DERIVATIVES 89,014 23,351 15,216 … …
100 -EQUITY INVESTMENTS 99,731 66,979 63,411 48.9 57.3
110 -TECHNICAL RESERVE PROVISIONS PAYABLE BY REINSURERS 188,447 180,376 185,810 4.5 1.4
120 -TANGIBLE ASSETS 1,020,581 1,024,850 986,178 - 0.4 3.5
130 -INTANGIBLE ASSETS 679,477 676,687 650,857 0.4 4.4

including:
 -      goodwill 651,105 646,146 622,018 0.8 4.7

140 -TAX ASSETS 322,183 181,778 131,881 77.2 …
a)   currents 141,848 132,242 93,111 7.3 52.3
b)   anticipated 180,335 49,536 38,770 … …

160 -OTHER ASSETS 1,187,670 800,723 1,129,923 48.3 5.1
TOTAL ASSETS 23,473,293 20,786,316 20,307,175 12.9 15.6

LIABILITIES AND STOCKHOLDERS' EQUITY (thousands of Euros)

Change

30/6/05 31/12/04 (1) 30/6/04 (1)
6/05 
12/04

6/05    
6/04

  10 -AMOUNTS OWED TO BANKS 1,750,669 981,826 1,290,512 78.3 35.7
  20 -AMOUNTS OWED TO CUSTOMERS 8,429,547 8,365,350 7,613,704 0.8 10.7
  30 -DEBT SECURITIES IN ISSUE 6,492,913 5,900,321 5,754,531 10.0 12.8
  40 -FINANCIAL LIABILITIES HELD FOR TRADING 201,189 73,834 148,441 … 35.5
  50 -FINANCIAL LIABILITIES DESIGNATED AT FAIR VALUE 582,403 527,672 472,089 10.4 23.4
  60 -HEDGING DERIVATIVES 51,615 2,813 3,782 … …
  80 -TAX LIABILITIES 279,549 172,717 159,763 61.9 75.0

(a) currents 64,732 25,041 40,824 … 58.6
(b) differed 214,817 147,676 118,938 45.5 80.6

100 -OTHER LIABILITIES 1,615,331 1,084,736 1,368,945 48.9 18.0
110 -RESERVE FOR TERMINATION INDEMNITIES 130,321 131,353 128,047 - 0.8 1.8
120 -RESERVES FOR RISKS AND CHARGES: 342,546 360,902 342,375 - 5.1 0.0

a) reserves for pensions and similar commitments 319,537 319,812 313,663 - 0.1 1.9
b) other reserves 23,009 41,090 28,712 - 44.0 - 19.9

130 -TECHNICAL RESERVE PROVISIONS 1,338,130 1,292,769 1,241,499 3.5 7.8
140 -REVALUATION RESERVES 741,564 191,073 191,074 … …
160 -CAPITAL INSTRUMENTS 11,507 -                            -                            … …
170 -RESERVES 25,526 168,518 167,361 - 84.9 - 84.7
180 -ADDITIONAL PAID-IN CAPITAL 262,839 262,839 258,666 -              1.6
190 -CAPITAL STOCK 1,113,327 1,113,327 1,113,327 -              -              
200 -OWN SHARES (-) - 1,436 - 1,301 - 38,824 10.4 - 96.3
210 -MINORITY INTERESTS (+/-) 23,153 46,353 34,781 - 50.1 - 33.4
220 -INCOME (LOSS) FOR THE PERIOD (+/-) 82,600 111,214 57,102 - 25.7 44.7

23,473,293 20,786,316 20,307,175 12.9 15.6

(1) IAS 31-32 and IFRS 4 are excluded.

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY
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CONSOLIDATED INCOME STATEMENT

INCOME STATEMENT  (thousands  of E uros )

Change %
30/6/05 31/12/04 (1) 30/6/04 (1) 6/05 6/04

  10 - INTER EST INCOME AND SIMILAR  R EVENUES 435,050 752,592 352,386 23.5
  20 - INTER EST EXPENSES AND SIMILAR  CHAR GES - 190,446 - 291,249 - 119,153 59.8
  30 - NET INTEREST INCOME 244,604 461,343 233,233 4.9
  40 - COMMISSION INCOME 125,249 225,481 109,661 14.2
  50 - COMMISSION EXPENSES - 9,313 - 17,190 - 7,839 18.8
  60 - NET COMMISSIONS 115,936 208,291 101,822 13.9
  70 - DIVIDENDS AND OTHER  SIMILAR  R EVENUES 12,867 5,784 5,014 …
  80 - INCOME (LOSS) ON FINANCIAL ASSETS AND LIABILIT IES 

HELD FOR  TR ADING (NET) 25,698 34,929 1,295 …
  90 - INCOME (LOSS) FR OM HEDGING ACTIVITIES 730 226 15 …
100 -,INCOME (LOSS) ON DISPOSAL OF: - 1,340 9,793 - 299 …

a) loans 1,599 - 430 - 294 …
b) financial assets  available for sale 184 10,223 - 5 …
d) financial liabilities - 3,123 -                         -                         …

110 - NET VALUE  ADJUSTMENT ON FINANCIAL ASSETS 
DESIGNATED AT FAIR  VALUE -                          12,261 7,754 - 100.0

130 - GROSS OPERATING INCOME 398,495 732,627 348,834 14.2
140 - NET VALUE  ADJUSTMENT ON: - 32,522 - 162,939 - 112,168 - 71.0

a) loans - 30,112 - 163,349 - 112,403 - 73.2
b) financial assets  available for sale - 3 125 -                         …
d) other financial assets - 2,407 285 235 …

150 - NET INCOME FROM FINANCIAL MANAGEMENT 365,973 569,688 236,666 54.6
160 - NET PR EMIUMS 263,179 632,025 308,430 - 14.7
170- NET INCOME (LOSS) FR OM INSUR ANCE MANAGEMENT - 257,490 - 625,879 - 304,807 - 15.5
180- NET RESULT FROM FINANCIAL AND INSURANCE 

MANAGEMENT 371,662 575,834 240,289 54.7
190 - ADMINISTRATIVE  COSTS: - 252,046 - 495,592 - 240,362 4.9

a) s taff cos ts - 158,432 - 308,792 - 148,809 6.5
b) other adminis trative cos ts - 93,614 - 186,800 - 91,553 2.3

200 - NET PR OVISIONS FOR  R ISKS AND CHAR GES - 1,312 1,284 - 1,204 9.0
210 - AMOR TIZATION AND DEPR ECIATION OF TANGIBLE  FIXED 

ASSETS - 9,322 - 18,049 - 8,909 4.6
220 - AMOR TIZATION AND DEPR ECIATION OF INTANGIBLE  FIXED 

ASSETS - 8,152 - 13,994 - 6,644 22.7
230 - OTHER  OPER ATING EXPENSES AND R EVENUES 26,640 99,072 83,908 - 68.3
240 - OPERATING COSTS - 244,192 - 427,279 - 173,211 41.0
250 - INCOME (LOSS) FR OM EQUITY INVESTMENTS 2,436 14,507 10,800 - 77.4
280 - INCOME (LOSS) FR OM DISPOSAL OF INVESTMENTS 45 762 - 72 …
290 - OPERATING INCOME (LOSS) FROM ORDINARY ACTIVITIES 

BEFORE TAXES 129,951 163,824 77,806 67.0
300 - TAX EXPENSE  (INCOME) R ELATED TO PR OFIT OR  LOSS 

FR OM OR DINAR Y ACTIVITIES - 45,459 - 49,687 - 19,295 …
310 - INCOME (LOSS) FROM ORDINARY ACTIVITIES AFTER 

TAXES 84,492 114,137 58,511 44.4
330 - NET INCOME (LOSS) FOR THE PERIOD 84,492 114,137 58,511 44.4
340 - MINOR ITY INTER ESTS 1,892 2,923 1,409 34.3
350 - NET INCOME (LOSS) FOR THE PERIOD AFTER MINORITY 

INTERESTS 82,600 111,214 57,102 44.7

(1) IAS  31-32 and IFR S  4 are excluded.
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FINANCIAL STATEMENT
AT 30th JUNE 2005 (1)

FUNDS GENERATED BY OPERATIONS (A) 362,301

Net income 82,600

Adjustment to: 252,799
- tangible fixed assets 9,322
- intangible fixed assets 8,152
- financial assets 193,424
- loans  to cus tomers  - no firm 41,902

Provisions for: 26,902
- termination indemnities 7,232
- pens ions  and s imilar commitments 6,268
- other funds 13,402

USE OF FUNDS GENERATED BY OPERATIONS (B) 351,010

Use for:
- termination indemnities 8,264
- pens ions  ans  s imilar commitments 6,543
- loan losses  - no firm 11,686
- financial assets 207,047
- revaluations  on holding 2,426
- reserves  for risks  and charges 31,482
- dividends  paid 83,562

CASH FLOW (A-B) 11,291

INCREASE IN FUNDS TAKEN AND DECREASE IN FUNDS APPLIED (C) 1,895,338

Increase in: 1,526,406
- amounts  owed to banks 768,843
- amounts  owed to cus tomers 112,057
- financial liabilities 70,475
- hedging derivatives 1,639
- other liabilities 463,124
- tax liabilities 55,610
- revaluation reserve 9,798
- technical reserve provis ions  before reinsurance 44,564
- capital ins truments 104
- reserves  190
Decrease in: 368,932
- cash in hand, balances  with central bank and pos t offices 22,742
- loans  to banks 346,190

INCREASE IN FUNDS APPLIED AND DECREASE IN FUNDS TAKEN (D) 1,906,629

Increase in: 1,726,538
- financial assets 585,931
- loans  to cus tomers 686,069
- derivatives  used to hedge assets 21,485
- equity  inves tments 30,319
- tangible fixed assets 5,053
- intangible fixed assets 9,898
- own shares  or quotas 135
- other assets 373,733
- tax assets 13,916
Decrease in: 180,091
- debt securities  in is sue 178,938
- minority interes t 1,154

TOTAL OF FUNDS GENERATED AND TAKEN (A+C) 2,257,639

TOTAL OF FUNDS APPLIED (B+D) 2,257,639
(1) Drawn up as  in the 2004 report (Italian GAAP ).
Thousands  of E uros .
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STATEMENT OF CHANGES IN
STOCKHOLDERS’ EQUITY

Shareholders' 

equity at 

31/12/2003 (1)

Opening 

balance change 

(transition 

IAS/IFRS)

Shareholders

' equity at 

1/1/2004

Reserves 
variation

Net 
income at 
31/12/04

Capital stock: 1,113,327 1,113,327
  a) ordinary shares 959,898 959,898
  b) other shares 153,429 153,429

Aditional paid-in capital (3) 255,023 255,023 7,816       

Reserves (4): 162,806 17,570 180,377 1,447 -13,305
  a) profit 133,877 133,877 1,447 -13,305
  b) others 28,929 17,570 46,500

Revaluation reserves: 8,050 183,023 191,073 -               -               -                -              -                   -                 -               -             -             
  a) available for sale -                  
  b) hedging cash flows -                  
  c) tangible assets -                  
  d) special revaluation laws 8,050 183,023           191,073

Capital instruments -                         -                  

Own shares 0 0 -1,300

Profit (loss) for the period 84,742 84,742 -1,447 -83,295 111,214

Shareholders' equity 1,623,948 200,593 1,824,541 -               -83,295 -5,490 -                -1,300 -                   -                 -               -             111,214

YEAR VARIATIONS

Own 
shares 

purchase

Extraordinary 
distribution 
dividends

OPERATIONS ON SHAREHOLDERS' EQUITY

Capital 
instruments 
variations

Derivatives 
on own 
shares

Stock 
option

New shares 
issue

Allocation of previous year 
net income

Reserves Dividends 
and others

Shareholders' 

equity at 

31/12/2004  (2)

Opening 
balance 
change  

(transition 

Shareholders' 

equity at 

1/1/2005

Reserves 
variation

Net income 
at 30/6/04

Capital stock: 1,113,327 1,113,327
  a) ordinary shares 959,898 959,898
  b) other shares 153,429 153,429

Aditional paid-in capital 262,839 262,839 -               

Reserves (4): 168,518 -170,834 -2,316 27,752 90
  a) profit 122,019 122,019 27,752 -               
  b) others 46,500 -170,834 -124,334 90

Revaluation reserves: 191,073 540,693 731,766 -                  9,798 -                -                  -                   -                   -                  -                -               
  a) available for sale -                      541,726 541,726 10,052
  b) hedging cash flows -                      -1,033 -1,033 -254
  c) tangible assets -                      -                      
  d) special revaluation laws 191,073 -                    191,073 0              

Capital instruments -                      11,402 11,402 104

Own shares -1,301 -1,301 -135

Profit (loss) for the period 111,214 111,214 -27,752 -83,462 82,600

Shareholders' equity 1,844,676 381,262 2,226,931 -                  -83,462 9,888 -                -135 -                   104 -                  -                82,600

1,435.54-      
(1) as Italian GAAP.
(2) excluding IAS 32 - 39.
(3) The variation is due to the last recovery quota of the reserve in the operation of securization performed during the 2000.

Thousands of Euros

(4) In the values at 31/12/2003 are included the amounts related to the reserves for general banking risks and to the positive difference of shareholders' equity at 31/12/2003 (respectively 100 thousands euros and 34.953 
thousand euros) on the analogy of the reconciliation statement of the shareholders' equity at 1/1/2004.

Stock option

OPERATIONS ON SHAREHOLDERS' EQUITY

New shares 
issue

Own shares 
purchase

Extraordinary 
distribution 
dividends

Capital 
instruments 
variations

YEAR VARIATIONS

Allocation of previous year 
net income

Reserves Dividends 
and others

Derivatives 
on own 
shares
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AREA AND METHOD OF 
CONSOLIDATION 

 
 
These consolidated statements combine the 
financial statements of Banca Carige and all its 
subsidiaries and associated companies. These 
statements are as follows: 
 

- the financial statements as at 30th June 
2005 of the Parent Company Banca 
Carige and its subsidiaries approved by 
the respective Boards of Directors and 
prepared in accordance with IASB/IFRS 
and EU endorsed; 

- reporting packages prepared by entities 
not having adopted IFRS. 

 
The adoption of IFRS has meant the inclusion 
within the area of consolidation of companies 
carrying out business activities dissimilar to 
banking or finance. Special purpose entities 
qualify as subsidiaries in the light of the power 
the Group has to exercise control over the 
financial and operating policies of the entity and 
of the close ties that exist between the entity and 
the other companies of the Group. 
 
The following associates and joint ventures have 
been excluded from the area of consolidation in 
accordance with framework principles: Assi 90 
Srl, AG Srl and Savona 2000 Srl, all three 
operating in insurance, and Dafne Immobiliare 
Srl, a property development company owned by 
Carige Assicurazioni. 
 
Associates or minor interests excluded from the 
area of consolidation include those in which the 
Group’s equity investment represents collateral 
in respect of a loan rather than a conduit with 
which to influence the financial and/or 
operating policies of the issuer. 
 
The following companies have been fully 
consolidated: 
 
Banking Companies 
 
Banca Carige SpA 
Cassa di Risparmio di Savona SpA 
Cassa di Risparmio di Carrara SpA 
Banca del Monte di Lucca SpA 
Banca Cesare Ponti SpA 
 

Insurance Companies 
 
Carige Assicurazioni SpA 
Carige Vita Nuova SpA 
 
Finance and Trust Companies 
 
Carige Asset Management SGR SpA 
Argo Finance Srl 
Priamar Finance Srl 
Argo Mortgage Srl 
Argo Mortgage 2 Srl 
Centro Fiduciario SpA 
 
Property Development Companies 
 
Galeazzo Srl 
Columbus Carige Immobiliare SpA 
Immobiliare Ettore Vernazza SpA 
Immobiliare Carisa Srl 
 
The following companies at 31st December 
2004 (Legislative decree 87/1992) were not 
fully consolidated: Carige Assicurazioni and 
Carige Vita Nuova (previously accounted for 
according to the equity method) and the SPEs 
Argo Mortgage and Argo Mortgage 2. 
 
The four special purpose entities – Argo Finance 
One, Priamar Finance, Argo Mortgage and 
Argo Mortgage 2 – are fully consolidated and 
reference is made to the individual statements of 
each company. 
 
With reference to the securitisation of 
performing loans carried out by Banca Carige in 
2004 (SPE: Argo Mortgage 2), as the 
transaction did not fully satisfy the condition of 
transferred risk and ensuing return, 
consolidation refers also to those segregated 
assets stated in the explanatory notes of the 
company’s financial statements at 31st 
December 2004 and prepared in accordance 
with Bank of Italy indications regarding balance 
sheet and income statements formats to be 
utilised by special purpose entities. 
 
No further changes were made to the area of 
consolidation during the first six months of 
2005. 
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In order to isolate the effects of IFRS adoption 
with regards to the those deriving from a 
modified area of consolidation, Italian 
GAAP/IFRS balance sheet and income statement 
reconciliations are based on the area of 
consolidation used for IFRS adoption. 
 
Valuation of associates (entities in which the 
Group has significant influence) is carried out 
according to the equity method. Minority 
interests are recorded at cost, in line with 
framework principles. Consequently, the 
following entities have been excluded from the 
area of consolidation: Consorzio per il Giurista 
di Impreas Scrl; Assimilano Srl; BDA SpA; Recina 
Servizi Srl; Assistars Srl; Fideass Srl; U.C. Sport e 
Sicurezza Srl; Atoma Srl. 
 
The valuation of the following companies has 
been made according to the equity method: 
 
Banking companies 
 

- Frankfurter Bankgesellschaft AG 
 
The Group’s investment in the company was 
recorded on the basis of German GAAP as the 
variations under IFRS were regarded as not 
significant. 
 
Other activities 
 

- Autostrada dei Fiori SpA 
 
The Group’s investment in the company was 
recorded on the basis of IFRS. 
 
Full Consolidation 
 
The Group financial statements consolidate the 
assets, liabilities, profits and losses of the 
subsidiaries under one entity. In order to do this, 
four measures are necessary: 
 

- convergence to a uniform set of 
accounting standards adopted 
throughout the Group. Value 
adjustments are to be used in the case 
of the adoption of a different standard 
by one Group subsidiary to that adopted 
for similar transactions in the 
consolidated statements; 

- aggregation item-by-item of the parent 
company’s and subsidiaries’ statements. 
The assets, liabilities, shareholders’ 

equity, profits and losses are added 
together; 

- off-setting of the value of the subsidiaries 
with the corresponding Group’s share of 
the subsidiaries’ net assets at the date 
on which control is transferred to the 
Group. Any positive difference is carried 
where possible to the subsidiaries’ 
balance sheet. The residual amount as 
goodwill is recorded at “Intangible 
assets”. Goodwill is capitalised and 
reviewed annually for impairment, or 
more frequently when there are 
indications that impairment may have 
occurred. Negative differences are 
stated at the income statement. The 
share of net assets and profit attributable 
to shareholders are recorded at specific 
captions; 

- elimination of significant intra-group 
transactions and balances. 

 
Goodwill arising from acquisitions prior to 2004 
have not been restated, as foreseen by IFRS 1. 
With reference to the acquisitions of C.R. 
Carrara and Banca Cesare Ponti occurring after 
2004, goodwill and the Group’s share of net 
assets are restated at the fair value of the assets 
given, equity instruments issued and liabilities 
incurred or assumed, plus any costs directly 
related to the acquisitions. Restatement at fair 
value, with the ensuing effect on goodwill and 
net assets, was carried out solely with regards to 
significant elements acquired. 
 
Consolidation carried out with the 
equity method 
 
An investment accounted for by the equity 
method is initially recorded at cost and 
increased (or decreased) each year according to 
variations in the Group’s share of the equity of 
the associated or jointly controlled entity.  
 
Variations in the Group’s share of the equity of 
the associated or joint entity deriving from post 
acquisition net income (or loss) are recorded at 
the investee’s income statement. The Group’s 
share of variations to the equity of the investee 
stated exclusively in its balance sheet is carried 
to reserves. 
 
The excess of the cost of an acquisition over the 
Group’s share of the fair value of the identifiable 
net assets is not recorded as goodwill at 
intangible assets, with the specific impairment 
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test this implies, but recorded at the caption 
“equity investments”. 
 
The book value of the investment is reviewed for 
impairment (difference between the investment’s 
recoverable value and book value) when there 
are indications that impairment may have 
occurred. 
 
Significant infra-group returns are eliminated. 
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ACCOUNTING PRINCIPLES 

 
 
This section sets out the accounting principles 
adopted for the purpose of preparing the interim 
financial statements for the half year period 
ending 30th June 2005. These principles will 
also be adopted in the preparation of statements 
for the year ending 31st December 2005 and 
subsequent interim reports. Further standards 
and interpretations may be issued that could be 
applicable for these subsequent periods and 
therefore the statements referring to periods after 
30th June 2005 may be prepared in accordance 
with different accounting policies to those used 
in the preparation of these financial statements. 
 
Criteria regarding classification, recording 
(initial and subsequent), valuation and 
derecognition of assets and liabilities are those 
provided for in the regulatory template. 
 
FINANCIAL ASSETS HELD FOR TRADING 
 
The following financial assets are classified as 
held for trading: debt securities, equity securities 
and positive fair value derivatives held for 
trading. Financial assets held for trading are 
initially recognised at fair value and transaction 
costs or revenues are taken directly to the 
income statement. Debt securities and equity 
instruments are recognised on trade date, whilst 
derivatives are recognised on the date of 
subscription. Gains and losses arising from 
changes in fair value are taken directly to the 
income statement. 
 
Fair value is determined in one of the following 
ways: 
 

a) by reference to the quoted bid value in 
an active market wherever possible; or 

 
in the event of non significant amounts or 
where no such active market exists for the 
asset in question and therefore no reliable 
measurement, 
 
b) by valuation techniques to arrive at the 

fair value. These techniques include the 
use of prices obtained in arms’ length 
transactions, discounted cash flow 
analysis, option pricing models and 

other best practices commonly used by 
market participants. 

 
The investments are derecognised when the 
Group has transferred substantially all the risks 
and rewards of ownership or when the rights to 
receive cash flows have expired. 
 
FINANCIAL ASSETS AVAILABLE FOR 
SALE 
 
Available for sale investments are non-derivative 
financial investments and investments that are 
not designated as available for sale, held for 
maturity, loans and advances to banks and 
loans and advances to customers.  
 
This category includes equity investments in 
companies not classified as subsidiaries or 
associates. 
 
Available for sale financial assets are initially 
recognised at fair value including direct 
transactions costs or revenues with the exception 
of equity securities not quoted on an active 
market, which are initially stated at purchase 
price. Debt securities and equity instruments are 
recorded at trade date. Available for sale 
investments are subsequently held at fair value 
with the exception of equity instruments not 
quoted on an active market, which, in the 
absence of reliable measurement, are stated at 
cost. Gains or losses deriving from a variation in 
fair value are included as a separate component 
of equity, net of tax; on sale, the cumulative 
gain or loss is transferred to the income 
statement. Negative variations to the fair value 
of an asset or gains or losses on foreign 
currency translation are carried directly to the 
income statement. 
 
Impairment losses are stated at the income 
statement at “Net adjustments on impaired 
available for sale financial assets”. 
 
Impairment testing for evidence of a significant 
or prolonged decline in the value of an asset is 
carried out annually or on a half-yearly basis. 
 
The investments are derecognised when the 
Group has transferred substantially all the risks 
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and rewards of ownership or when the rights to 
receive cash flows have expired. 
 
FINANCIAL ASSETS AT FAIR VALUE 
THROUGH PROFIT OR LOSS 
 
The Banca Carige Group has opted to 
recognise at fair value any investment regardless 
of its purpose exclusively insurance or investment 
contracts which expose  Carige Assicurazioni 
policy holders to risk. The investment contracts 
in question are unit linked and index linked 
contracts. 
 
HELD TO MATURITY INVESTMENTS 
 
Held to maturity (HTM) investments are debt 
securities with fixed or determinable payments 
that the Group’s management has the intention 
and ability to hold until maturity. When this 
intention or ability no longer exists, the securities 
are reclassified as available for sale. Held to 
maturity securities are initially recognised at cost 
including direct costs or benefits. In the case of 
assets previously categorised as available for 
sale and rerecognised as HTMs, the fair value of 
the securities recognised on the date of 
reclassification will represent the new amortised 
cost. The securities are initially recorded at trade 
date and subsequently valued at amortised cost 
using the effective interest method. When the 
assets are derecognised or when there is a 
negative change in value also due to 
amortisation, gains and losses arising from these 
changes are carried directly to the income 
statement. Impairment testing for evidence of a 
significant or prolonged decline in the value of 
an asset is carried out annually or on a half-
yearly basis. The loss is measured as the 
difference between the book value of the asset 
and the present value of future capital flows 
calculated using the effective interest method. 
The loss is recognised in the income statement. 
If in a subsequent period the amount of the 
impairment loss decreases and the decrease can 
be related objectively to an event occurring after 
the impairment was recognised, the previously 
recognised impairment loss is reversed and the 
amount of the reversal is recognised in the 
income statement. The investments are 
derecognised when the Group has transferred 
substantially all the risks and rewards of 
ownership or when the rights to receive cash 
flows have expired. 
 

LOANS AND RECEIVABLES, 
SECURITISATION TRANSACTIONS 
 
This category includes: loans and advances to 
customers and banks; commercial credits; sale 
and repurchase agreements; credits implicit in 
finance leases, factoring and insurance 
contracts. These investments are non-derivative 
financial assets with fixed or determinable 
payments that are not quoted in an active 
market and which are not classified as available 
for sale. 
 
The credits are recorded when the Group is a 
contractual counterpart. The credits shall be 
unconditional. 
 
Credits are initially recognised at fair value, 
which corresponds to the amount provided or 
subscription price, including direct and 
incremental transaction costs.  
 
When the amount provided does not correspond 
to fair value, the initial amount is measured on 
the basis of future cash flows actualised at an 
appropriate rate of interest. The difference is 
recorded in the income statement.  
 
Credits are subsequently valued at amortised 
cost using the effective interest method. 
Amortised cost is not applied to short-term loans 
(maturities up to but not beyond 18 months) as 
the effects of such valuation would be irrelevant.  
 
Amortised cost corresponds to the initial 
recorded value, reduced or increased by capital 
repayments, writedowns or reversals and 
depreciation calculated using the effective 
interest method, of the difference between the 
loan provided and the amount repayable at 
maturity.  
 
The effective rate of interest is the rate that 
exactly discounts the expected future cash 
payments or receipts of the loan (capital and 
interest) through its expected life to the net 
carrying amount of the instrument. 
 
Cash flow estimates and the contractual life of 
the loan take into account contractual clauses 
that can influence receipts and maturities, but 
do not take into consideration presumable 
losses. 
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The effective rate of interest recorded initially is 
the rate used to calculate future cash flows and 
subsequent amortised cost.  
 
At the end of annual and half year accounting 
periods, the Group’s loan portfolio is evaluated 
for impairment. Loans are classified either as 
performing or non-performing.  
 
Non-performing loans include the following 
subcategorisations used by the Group: bad 
loans, watchlists or potential credit risk loans 
(PCRLs), rescheduled loans, country risk loans 
classified as bad loans or PCRLs, accruing loans 
more than 180 days overdue (past due) 
classified as PCRLs. 
 
Single non-performing loans, excluding past due 
positions, are valued analytically on the basis of 
both estimated and contractual future cash flows 
in addition to expected recovery times according 
to homogeneous credit classes. 
 
This evaluation takes into account the collateral 
backing the loan and its probability of 
liquidation.  
 
Performing loans, including loans granted to 
residents in countries classified at risk and past 
due positions, are assessed on the basis of a 
collective evaluation.  
 
For the purposes of a collective evaluation of 
impairment, loans are grouped on the basis of 
similar risk characteristics and historical loss 
experience for assets with credit risk 
characteristics similar to those in the group. 
 
These evaluation criteria have been used to form 
a collective reserve for performing loans. 
 
A loan is written off when the asset in question is 
sold, transferring substantially all risks and 
rewards (as is the case in the sale or 
securitisation of a credit), when the rights to 
receive cash flows have expired and when the 
credit is uncollectible.  
 
The amount of the impairment loss is recognised 
in the income statement net of previous 
provisions. 
 
With regards to securitisation transactions, the 
Banca Carige Group, in accordance with IFRS 
1, maintained Italian GAAP for the accounting 

of securitisation transactions performed prior to 
1st January 2004. 
 
With reference to the securitisation of 
performing loans carried out by Banca Carige in 
2004, as the transaction did not fully satisfy the 
condition of transferred risk and ensuing return, 
it was rerecognised at equity as at 1st January 
2005.  
 
HEDGE ACCOUNTING 
 
Derivatives held for risk management purposes 
are used to offset changes in fair values or cash 
flows. When a financial instrument is designated 
as a hedge, the Group formally documents the 
relationship between the hedging instrument and 
the hedged item as well as its risk management 
objectives and its strategy for undertaking the 
various hedging transactions. The Group applies 
fair value and cash flow hedge accounting. 
 
Fair value hedge accounting is applied to 
offset changes in the fair value of an asset 
deriving from exposure to a particular form of 
risk. The specific assets hedged include 
interbank deposits, advances to customers, 
postal bonds, bonds. 
 
Cash flow hedge accounting is applied to 
offset changes in future cash flows attributable 
to an asset deriving from exposure to a 
particular form of risk. Unlike fair value hedge 
accounting, cash flow hedge accounting is 
applied to bundles of liabilities in which single 
items cannot be identified. 
 
Hedge accounting involves solely counterparts 
outside the Group. Any infra-Group results or 
transactions are eliminated from the 
consolidated statements. 
 
Derivatives held for risk management purposes 
are carried at fair value.  
 
Changes in fair value of derivatives that qualify 
and are designated as fair value hedges are 
recorded in the income statement, together with 
changes in the fair value of the hedged asset or 
liability attributable to the hedged risk. To the 
extent that the changes in the fair value of the 
hedging derivative differ from the changes in the 
fair value of the hedged risk in the hedged item, 
the hedge is deemed ineffective. The extent of 
this difference represents the amount of 
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ineffectiveness and is recorded in the income 
statement. 
 
For qualifying cash flow hedges, the fair 
value gain or loss associated with the effective 
portion of the cash flow hedge is recognised 
initially directly in shareholders’ equity, and 
recycled to the income statement in the periods 
when the hedged item will affect profit or loss. 
Any ineffective portion of the gain or loss on the 
hedging instrument is recognised in the income 
statement immediately. 
 
The Group formally documents the relationship 
between the hedging instrument and hedged 
item as well as its effectiveness. The Group also 
documents its assessment, both at hedge 
inception and on an ongoing basis, of whether 
the derivatives used in hedging transactions are 
highly effective in offsetting changes in fair value 
or cash flows of hedged items. 
 
The assessment of the effectiveness of a 
derivative as a hedge is carried out on the basis 
of prospective and retrospective tests; the first 
measures the future effectiveness of the hedge, 
whilst the second the effectiveness of the hedge 
accumulated during its contractual life. 
 
Hedge accounting is discontinued when the 
hedge ceases to be effective. The derivative 
instrument is then reclassified as available for 
trading. The hedged item (asset or liability) is 
valued according to the criteria applied to its 
category and is recorded in equity at the value 
recognised at its last assessment as an effective 
hedge.  
 
SUBSIDIARIES AND ASSOCIATES 
 
Associated companies are classified in this 
category and valuation is performed according 
to the equity method. 
 
The category also includes subsidiaries not 
included within the area of consolidation and 
associated companies not carried at equity. 
These non-significant holdings are recorded at 
cost. 
 
Minority interests are classified as financial 
assets available for sale. 
 
In the case of evidence suggesting a loss of 
value, impairment testing of the book value of 

the holding is performed (comparison between 
recoverable value and book value). 
 
Holdings are derecognised at sale and the 
effective transfer of risks and benefits or when 
the right to financial flows related to the holding 
expire. 
 
TANGIBLE ASSETS 
 
The Group has classified in this category land, 
property (operational and investment), property 
destined to finance leases, plant and equipment, 
furniture and fittings, and works of art. 
 
Operational property is utilised in the provision 
of the Group’s services or for administrative 
purposes. Investment property is held for the 
generation of income. 
 
Tangible assets are: 
 

- recorded initially at purchase cost 
inclusive of any charges related to their 
purchase or start-up; 

 
On first time adoption all property 

(operational and investment) belonging to the 
Group’s banks are stated at fair value rather 
than deemed cost; land and real estate values 
were bifurcated with the resulting values 
recorded in equity at caption 170 “Reserves” 
less accumulated depreciation attributable to 
land values. 

 
- recorded initially at purchase cost minus 

depreciation and any subsequent lasting 
loss of value. 

 
Depreciation is provided systematically on the 
depreciable amount on the basis of estimated 
useful life with the exception of: 
 

- the land component, which where 
present, is bifurcated from property; all 
land and real estate values are 
calculated by recognised chartered 
surveyors; 

- works of art, whose useful life cannot be 
calculated and whose value is expected 
to rise over time. 

 
Depreciation of property is calculated at a fixed 
annual rate of 1.5 per cent, whilst other tangible 
assets are depreciated on the basis of 
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appropriate tax rates in force. Depreciation 
ceases on the sale of the asset or when no future 
economic benefits from its use can be expected. 
 
INTANGIBLE ASSETS 
 
This category includes goodwill, maintenance 
charges relating to leasehold premises and 
computer software. 
 
With regards to maintenance charges incurred 
on leasehold premises, expenditure is 
capitalised on the basis of the control implied by 
the lease and on the receivable future economic 
benefits expected. 
 
Other intangible assets are recorded on the 
basis of their legal or contractual definition as 
such. 
 
Goodwill arises on the acquisition of subsidiary 
and associated entities and represents the excess 
of the fair value of the purchase consideration 
and direct costs of making the acquisition, over 
the fair value of the Group’s share of the assets 
acquired and the liabilities and contingent 
liabilities assumed ion the date of acquisition. 
 
In the case of badwill (a negative difference) or 
goodwill deemed unjustifiable on the basis of  
projected future income flows, the difference is 
recorded in the income statement. 
 
Goodwill is not depreciated. However, it is 
reviewed annually for impairment, or more 
frequently if there are indication that impairment 
may have occurred (impairment test). 
 
Impairment of goodwill is measured on the basis 
of the difference between the recorded value of 
goodwill and the (lower) recovery value. The 
adjustment is recorded in the income statement. 
 
Other intangible assets are recorded at adjusted 
cost defined as the initial acquisition price 
including directly attributable costs after 
depreciation and excluding any reversals; 
depreciation is provided on the depreciable 
amount of the assets on a straightline basis over 
their estimated useful life. 
 
Intangible assets are written off from equity at 
the moment of disposal or when the asset can 
no longer generate future benefits. 
 

AMOUNTS PAYABLE, ISSUED FINANCIAL 
INSTRUMENTS AND SUBORDINATED 
LIABILITIES 
 
This category includes amounts payable to 
banks and customers, issued securities, 
subordinated liabilities and payables relating to 
finance leases in which the Group is lessee.  
 
Amounts payable, issued securities and 
subordinated liabilities are stated as liabilities 
and initially valued at fair value represented 
normally by the amount received or the issue 
price including direct and incremental 
transaction costs at the moment of receiving a 
fixed amount of cash or the issue date of the 
financial liability. When the fair value of any 
issued financial liabilities is lower than market 
value, this difference is recorded in the income 
statement. Subsequent valuation is at amortised 
cost. Short-term liabilities, for which the 
temporal factor is immaterial, are recorded at 
the value of the amounts received. Expired or 
discharged liabilities or buy backs performed on 
previous issues are derecognised. Any difference 
between the book value and the buy back price 
on previously issued securities is recorded in the 
income statement. The relisting of securities 
issued and bought back is considered as a new 
issue recorded at placement price. 
 
FINANCIAL TRADING LIABILITIES 
 
Financial trading liabilities are negative value 
derivatives held for trading purposes. These 
derivatives are recoded at trade date in liabilities 
at fair value excluding directly attributable 
transaction costs or revenues, which are 
recorded in the income statement. Such 
liabilities are derecognised when the contractual 
claims have been substantially discharged.  
 
STAFF SEVERANCE PAY PROVISIONS 
 
Severance pay provisions and long-service 
awards are recorded on the basis of 
independent actuarial valuation using the 
projected credit method which measures 
projected future provisions on the basis of 
historical and statistical analyses of the  
demographic curve. The actualised rate is a 
market interest rate. 
 
The final obligation is calculated on the basis of 
the total provisions made each year. These 
provisions are recorded and valuated singly.  
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For actuarial valuation of severance pay 
provisions, if the valuation performed is in line 
with the figure deriving from the method 
normally applied nationally and the valuation 
performed on behalf of the group does not 
represent a significant historical series, the figure 
deriving from the method applied nationally 
shall be recorded. In the case of doubts arising 
as to the reliability of the valuation carried out 
on behalf of the group, the figure deriving from 
the method applied nationally shall be recorded. 
 
PROVISIONS FOR RISKS AND CHARGES 
 
Provisions for retirement and similar obligations 
foreseen by legislation in force are recognised 
as liabilities and correspond to amounts that are 
reliably estimated as sufficient to settle the 
obligation. 
 
The fund’s balances are calculated on the basis 
of  independently performed actuarial 
valuations.  
 
Other provisions are made for liabilities of 
uncertain maturities or amounts and calculated 
on the basis of existing reliable estimates 
deemed sufficient to settle the obligation. These 
estimates derive from historical analysis and the 
judgments of external advisors. 
 
Valuation of the fund’s balances are performed 
annually using consistent assumptions. In the 
event of significant variations, benefit obligations 
are adjusted for actuarial losses. Actuarial gains 
are recorded in the income statement. The fund 
is derecognised when the obligation is no longer 
likely to arise. 
 
FOREIGN CURRENCY TRANSLATION 
 
These consolidated financial statements are 
presented in euro, which is the functional 
currency of the parent company and its 
subsidiaries. 
 
Foreign currency transactions are translated into 
the appropriate functional currency using the 
exchange rates prevailing at the dates of the 
transactions. Balances denominated in foreign 
currencies at 31st December and 30th June are 
measured as follows: 
 

- monetary assets are translated using the 
exchange rate recorded at the period 
end; 

- non-monetary assets that are measured 
at cost are translated using the exchange 
rate at date of the transaction; 

- non-monetary assets that are measured 
at fair value are translated using the 
exchange rate recorded at the period 
end. 

 
Foreign exchange gains and losses resulting 
from retranslation or settlement are recognised 
in the income statement in the period in which 
retranslation or settlement arise. 
 
Translation differences on non-monetary items 
held at equity are included directly in equity. 
Translation differences on foreign currency 
transactions recorded in the income statement 
are recognised in the income statement. 
 
Items in the financial statements of the Group’s 
foreign entities are stated in their functional 
currency. These items are translated into euro 
using the exchange rates in force at balance 
date.  
 
Exchange rate differences relating to 
consolidated assets are recorded at 
consolidated reserves and recognised in the 
income statement only in the period in which the 
investment was sold. 
 
INCOME TAXES, INCLUDING DEFERRED 
INCOME TAXES 
 
The Group calculates income tax payable 
(current, deferred and advanced) on the basis of 
tax rates currently in force. Income tax payable is 
recorded as an expense in the income statement 
with the exception of those amounts recognised 
as assets or liabilities in equity. 
 
Income tax provisions are calculated on the 
basis of forecasts for current, deferred and 
advanced tax.. In particular, deferred and 
advanced income tax is measured on the basis 
of timing differences arising from the tax bases 
of assets and liabilities and their carrying 
amounts in the consolidated financial 
statements. 
 
Deferred tax assets are recorded on the basis of 
the ability of the subsidiary or parent company, 
bearing in mind also the effects of adhering to 
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the consolidated tax regime (“consolidato 
fiscale”), to generate taxable future income. 
 
Deferred tax liabilities are recognised in equity 
with the exception, firstly, of substantial asset 
values subject to suspended liability to tax 
deriving from participation exemptions on 
subsidiaries and, secondly, reserves for 
suspended liabilities to tax.  The exclusion from 
liabilities of these two items is justified on the 
basis of reserve balances already subject to tax 
for which it is reasonable to expect that taxable 
transactions will not be carried out. 
 
Advanced and deferred tax assets and liabilities, 
which are not offset, are recorded in equity. 
 
Recognised advanced and deferred tax assets 
and liabilities are regularly evaluated to take 
into account any changes to tax rates or 
legislation or any changes to the Group itself. 
 
The calculation of tax liabilities takes into 
account amounts that could derive from tax 
inspections announced or proceedings in 
course.  
 
OWN SHARES 
 
Own shares held are deducted from 
shareholders’ equity. Profits or losses on 
transactions relating to own shares are recorded 
at specific balance sheet reserves. 
 
SHARE-BASED PAYMENTS TO 
EMPLOYEES 
 
The Group does not currently engage in and 
has no plans to adopt in the foreseeable future 
equity settled share-based payment transactions 
in respect for services received from certain of its 
employees. 
 
RECOGNITION OF INCOME RECEIVABLE 
 
Income is recognised at the moment of 
collection or from the moment it is reasonable to 
expect that future cash flows will be received. In 
particular: 
 

- interest on arrears and other late 
payments is recorded in the income 
statement at the moment of collection; 

- dividends are recorded in the income 
statement at the date in which they are 

approved by Banca Carige SpA 
shareholders. 

 
INVENTORIES 
 
Property held for sale is classified as inventories, 
which is recorded at either cost or sale price, 
whichever is lower, and is not depreciated. 
 

♦♦♦  
 
Assets, technical reserve provisions payable by 
insurers and technical reserve liabilities are 
evaluated on the basis of Italian GAAP 
provisions relating to classification, recognition, 
valuation and derecognition. The Group will 
adopt the related requirements of International 
Financial Reporting Standards and International 
Accounting Standards currently being defined on 
their endorsement, which is  expected not before 
2007. 
 
TECHNICAL RESERVES 
 
Technical reserve provisions derive from 
obligations arising on the Group’s insurance 
contracts. In particular: 
 

- reserves for accident insurance, which 
include premium reserves - made up by 
reserves for premium divisions and 
reserves for current risks – and accident 
reserves; 

- life assurance reserves, which include 
commitments deriving from life contracts 
with significant insurance risk exposure 
and contracts with performances linked 
to a separate discretionary fund 
pursuant to IFRS 4, excluding business 
ceded to reinsurers (mathematical 
reserves). 

 
The item includes provisions to reserves 
following liability adequacy tests and deferred 
obligations to insurers. 
 
With reference to accident reserves: 
 

- premium reserves specific to premium 
quotas are measured on an accruals 
basis in which each contract is evaluated 
analytically (gross premiums recorded 
minus acquisition costs); 

- premium reserves for current risks are 
calculated in order to face risks that 
could arise in outstanding contracts at 
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balance sheet date. The need to make 
provisions arises when accident charges 
are higher than the sum of the balance 
of the reserve for premium quotas and 
premium instalments due in the 
subsequent accounting period; 

- reserves for employment accidents are 
measured on the basis of an analytical 
valuation of outstanding claims at 
balance sheet date using prudential 
estimates sufficient to cover claims and 
liquidation charges. 

 
Accident reserves also include provisions for late 
claims, calculated on the basis of historical and 
statistical data from previous accounting 
periods. 
 
With reference to life assurance reserves: 
 

- mathematical reserves at balance sheet 
date were calculated for each contract 
according to actuarial criteria authorised 
by Government and the Group’s 
insurance lead regulator ISVAP and are 
in line with relevant legislation (articles 
24 and 25, Legislative decree 
174/1995 and Ministerial decree 
2/7/1987). Reserve balances are not 
lower than redemption values. 

 
The following additions are made to the 
technical reserves relating to contracts in 
portfolio:  

- an annual provision to cover economic 
benefits for the Group on endowment 
policies that guarantee a fixed annuity at 
maturity; 

- minimum guaranteed interest rate 
reserve according to the requirements of 
article 25, Legislative decree 174/1995 
and ISVAP decision no. 01801 G of 
21/2/2001; 

 
Reserves for endowment payments provide cover 
for those contractual obligations paid or not 
relating to events notified prior to balance sheet 
date. 
 
TECHNICAL RESERVE PROVISIONS 
PAYABLE BY REINSURERS 

 
This category includes technical reserves relating 
to accident and life policies ceded to reinsurers. 
 
With regards to accident reserves: 
 
-provisions to the reserve premium payable by 
reinsurers are calculated on the same basis as 
that applied to employment accident reserves; 
-provisions to the accident reserve payable by 
reinsurers represent the recovery by reinsurers of 
amounts fixed in treaties. 
 
With regards to life assurance reserves: 
 

- the item includes reinsurers’ obligations 
deriving from insurance contracts 
pursuant to IFRS 4; 

- mathematical reserve obligations 
payable by reinsurers are measured on 
the same basis as that applied to 
employment accident reserves in line 
with the contracts stipulating insurance 
business ceded to reinsurers; 

- the reserve relating to the portfolio 
subject up to 31/12/1993 to 
compulsory sale requirements in favour 
of INA was measured by removing 
amounts paid during 2004 and before 
and adding to it amounts calculated 
prudentially (ISVAP recommendations 
no. 327 of 27/3/1998 and 357/D of 
12/1/1999 referring to 2003-2004) on 
the basis of interest rates stated by the 
Italian Industry Ministry for the years 
1994 to 2002. 

 
However, in June 2005 the Group signed an 
agreement with Consap, replacing INA in the 
management of remaining legally enforced 
sales. This transitional agreement defines 
relations between the two companies as 
illustrated in the financial statements of  Carige 
Vita Nuova (technical reserve and corresponding 
current account balances net of costs relating to 
amounts paid to INA awaiting amortisation). All 
related items were cancelled in July 2005. The 
agreement received authorisation by the Ministry 
of the Economy and Finance (Treasury 
Department) on 14th July 2005. 
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2005: THE FIRST SIX MOUNTHS  
IN ITALY AND ABROAD 

 
 
During the first six months of the year economic 
expansion in the United States and Europe was 
marked by a general slowing down, a trend that 
is expected to continue into 2006 and 2007. 
Brighter prospects are forecasted for Asian 
economies. World trade is expected to grow by 
6.9 per cent in 2007, down from 2004’s growth 
rate of +10.2 per cent. 
 
There were considerable country-to-country 
differences in terms of domestic demand. 
Political tension in the Middle East and the 
effects this has on rising petrol prices could 
negatively impact both industry and inflation. 
The threat of terrorist attacks may also hit the 
world’s tourist industry. 
 
In the United States, domestic consumption 
slipped on the back of low investment levels 
outside the housing sector. Rising interest rates 
are expected to keep inflation under control and 
benefit US exporters.  
 
In the European Monetary Union (EMU) the rise 
in GDP in annual terms is around 1.5 per cent 
in comparison to +3.4 per cent in the United 
States, + 1.4 per cent in Japan and +6 per cent 
in non OECD countries. Within the area, some 
significant differences exist: +2.8 per cent for 
Spain and -0.2 per cent for Italy. Confidence 
amongst households remains low. 
 
With regards to these differences, growth in 
domestic demand in Germany was at a 
minimum of +0-1 per cent. In France, a modest 
upturn was driven by consumption and 
investment levels, whilst there was a slowing 
down in exports. In Spain, too, domestic 
consumption helped the country’s economy at 
the highest rate of euroland economies; 
investments in the building sector exceeded 
those in plant and machinery. Exports continued 
to provide a negative contribution. 
 
In Italy, recent figures suggest in technical terms 
recession, but the outlook on the basis of 
second quarter data is more optimistic. Industrial 
production during the first six months of the year 
slipped 1.9 per cent in comparison to the same 
period last year. The country’s balance of trade 

remains critical with net exports remaining in 
difficulty despite a fall in imports. Turning to the 
labour market, there was a slowing down in 
demand during the period with no change to the 
country’s unemployment rate of 8 per cent. The 
retail price index marked an annualised rise of 2 
per cent over 2.2 per cent recorded at 31st 
December 2004. 
 
On the basis of available first quarter data, 
Liguria’s economy reflected substantially the 
negative situation nationally. At the end of 
2005, growth in the region’s GDP is expected to 
be little above zero, in line with forecasts for the 
country as a whole. There was a continuing 
slowdown in consumption on the part of 
households and problems also for 
small/medium-sized enterprises (SMEs); the 
number of businesses, particularly sole 
enterprises, fell. The region’s balance of trade 
worsened with imports growing at a much faster 
rate than exports. One bright spot was port 
traffic, which along with the property market, 
continued to grow, albeit at lower levels than in 
previous periods. Optimism at the start of 2005 
for an upturn in Liguria’s tourist industry for the 
summer appears misplaced as the year draws to 
a close. Conflicting signs come from the labour 
market: growth in the number of those in work is 
countered by a higher increase in the number of 
people seeking work, with a subsequent 
worsening in the region’s unemployment rate. 
 
The fall in Liguria’s population in place since the 
1970s appears to have been halted: the 
region’s population rose 0.9 per cent in line with 
the national figure, slightly up on 2003 (+0.3 
per cent). This result stems from 23,294 more 
people moving into Liguria rather than leaving 
it, offsetting the region’s continuing negative 
birth rate figures. 
 
On the basis of figures provided by the Italian 
Institute of Statistics (ISTAT), the retail price index 
for the city of Genoa in March had risen 1.2 per 
cent over the same period of the previous year. 
The increase in comparison to February 2005 
was +0.2 per cent; figures which put Genoa 
amongst those Italian cities with the lowest 
inflation. 
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Turning to monetary policy, the US Federal 
Reserve raised its interest rate by 25 basis points 
to 3.50 per cent. On this side of the Atlantic, the 
European Central Bank kept its discount rate 
unchanged at 2 per cent (the last hike being in 
June 2003). However, pressure on prices 
caused by increases in the cost of raw materials, 
particularly petrol, could force the ECB to 
change tack. In Italy, money rates have been 
substantially stable for nearly a year as have 
those on government stock. 
 
The euro continued to gain ground on the US 
dollar, going beyond the euro 1.30 mark to 
then slip to around euro 1.20 at the beginning 
of June. Towards the end of the same month 
there was an upturn with the European single 
currency’s ending the half year at euro 1.23. 
 
By June total bank funds in Italy had risen by 8.8 
per cent in comparison to a 7 per cent increase 
recorded in June 2004. 
 
There were increases in the first half of the year 
for both customer deposits (June 2005: +8.6 
per cent; June 2004: +5.6 per cent) and bonds 
issued by Italian banks (June 2005: +12 per 
cent; June 2004: +10.3 per cent). Taken 

together, the aggregate rise was of 6.8 per cent 
(June 2004: +5.2 per cent). 
 
Within indirect deposits, there were falls in 
Italian State Treasury bills (BOT) and mutual 
funds of, respectively, 8.5 and 1 per cent; bonds 
and Italian State Treasury bonds (BTP) however 
rose: the first referring to bonds issued by banks 
by 5.4 per cent, whilst the second by 4.7 per 
cent. Structurally low yields on short-dated 
Italian government stock increased demand for 
longer-term issues. Wealth management 
dropped 5.5 per cent. 
 
Lending rose 8.6 per cent in comparison to a 
5.8 per cent rise at June 2004. This increase 
was pushed principally by a 14.4 per cent rise in 
demand for medium/long-term solutions, whilst 
short-term lending rose at a minimal 0.6 per 
cent. 
 
Latest figures referring to credit quality levels in 
the Italian banking industry issued in April 2005 
show a bad loans: net loans ratio of 1.72 per 
cent against 1.83 per cent in June 2004. 
Continuing high credit quality levels is confirmed 
by the industry’s net bad loans: total capital 
ratio, which fell from 10.18 per cent in April 
2004 to 9.48 per cent twelve months later. 

 
 
 
 
 

STRATEGY 
 
 
The strategic plan approved in May 2004 by the 
Board of Directors of Banca Carige (“Carige”, 
“the company”, “the parent company” or “the 
bank”) for 2005-07 develops the established 
mission of the Banca Carige Group (“Carige 
Group” or “the Group”) as a conglomerate 
equipped to offer banking, finance and 
insurance products throughout Italy, whilst at the 
same time maintaining strong ties with local 
operating areas. The Group also seeks to 
achieve competitive advantages in terms of 
service quality via the Group’s multi-channel 
distribution system, human resources and 
branch facilities. In more detail, the Carige 
Group intends to be: 
 

•  a conglomerate, in terms of the 
range of borrowing and lending services 
and products offered. It will continue to 

be an aggregation point  for other 
small/medium-sized banks with 
particular locational, structural and 
organisational features; 

•  national, with its operating heartland 
in Liguria, but increasingly present 
throughout the country. The Group will 
seek to exploit the value present in each 
local context via a  consolidated multi-
local approach; 

•  focused on service quality and 
the development of integrated 
multi-channel distribution, which 
in practical terms means: an operational 
relation with our customers that is based 
on trust and flexibility; particular 
attention to the retail market, particularly 
the family and small and medium-sized 
enterprises (SMEs), artisans, and local 
public bodies; the use of state-of the-art 
technologies; 

•  committed to a constant 
evolution of resources and 
organisational structures, which 
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achieves: heightened specialisation 
across networks and productive 
functions; unitary management of core 
Group competencies and the 
development of human resources 
(continuing increases in efficiency and 
professional skills). 

 
In line with this mission, the Banca Carige 
Group’s overarching strategic aim is to create 
long-term value for its shareholders and other 
stakeholders. In order to achieve this, four 
enabling strategies have been identified: 
increased operating capacity; increased 
productivity and profitability; risk containment; 
maximisation of the value of the Group assets. 
These will be obtained through the 
implementation of the following measures: 

 
a) increases in amounts intermediated 
per employee, with particular attention to 
cross selling and business retention in Liguria, 
where we are market leader, and added focus 
on the Group’s operating areas outside Liguria 
through increased market share at local level. 
Particular attention will be given to developing 
relations with existing customers as well as 
expanding our portfolio of new customers; 
b) increased profitability of business 
areas (lending, wealth management, payment 
systems, insurance) via the optimisation of 
productive supply chains and the consolidation 
of relations with Carige’s foreign partners 
particularly in the fields of asset management, 
payment systems, structured funding, and 
project financing; 
c) increased income generated by our 
subsidiaries thanks to the full operational 
integration of the banks acquired, appropriate 
valuation of single brands and synergies with 
our insurance subsidiaries;  
d) heightened efficiency with the aim of 
reducing administrative costs and containing the 
share of total costs represented by personnel 
charges. This review also seeks to improve the 
quality of services offered to customers both 
internally and externally.  
e) containment of costs related to 
credit, market, liquidity and operative 
risks, via an integrated risk management 
across the Group’s banks and insurance 
companies as well as a commitment to 
appropriate capital adequacy levels in terms of 
total capital and Tier 1 ratios, and to liquidity, 
particularly at medium/long-term. 

 
Progress across all five measures (a-e) was 
made during the first half of 2005. With regards 
to a) “increases in amounts 
intermediated per employee”, progress 
continued to be made in two areas: the first 
aims at bringing efficiency levels in new 
operating areas up to Group standards, whilst 
the second focuses on the consolidation of our 
presence in Liguria. Starting with the Group’s 
branch network outside Liguria, a 
specific project designed to bring into line cost: 
income ratios of branches outside Liguria with 
those inside continued.  The project, which 
began in the last quarter of 2004 focusing on a 
first batch of 30 branches, was extended during 
the first half of 2005 to another 147 branches. 
The remainder of non-Ligurian branches is 
expected to be included in the project by the 
end of the year. A raft of measures foreseen by 
the project focuses on existing and potential 
customers. The development of business 
opportunities present in our portfolio of existing 
customers is coordinated centrally with the 
necessary commercial back up being provided 
by branches on-the-spot. The search for new 
customers is also the responsibility of local 
market makers who focus, in particular, on the 
private, affluent and small business segments, 
all of which currently account for a limited share 
of  the Group’s customer portfolio in operating 
areas of recent penetration. The results of the 
branches under scrutiny are monitored on a 
weekly basis with changes being made if and 
where necessary. 
 
In addition, in order to heighten integration 
between the Group’s banking and insurance 
networks – one of the pillars on which Group 
expansion is based – cooperation between the 
Group’s insurance agents and bank branches 
defined in the “Insieme di piu`” project 
continued. The project seeks to valuate 
appropriately the relations and professional skills 
both have in terms of their relations with 
customers and the added value for the Group 
that derives from integration.  
 
The strategic plan 2005-09 identifies the 
importance of territorial expansion especially in 
the surrounding regions around Liguria. 
Consequently, over the next five years a total of 
82 branches are to be opened, distributed in 
Piedmont, Lombardy, Emilia Romagna and 
Tuscany. Openings will be made in those 
provinces that offer the Group, also thanks to 



 32

existing branches in neighbouring areas, 
attractive business volumes and returns on 
investments. 
 
The second project aimed at maintaining the 
Group’s role as market leader in 
Liguria is based on developing, firstly, cross 
selling opportunities in order to exploit business 
opportunities presented by existing customers 
and, secondly, payment systems, consumer 
credit and Internet banking. 
 
Turning to point b) increased profitability 
of business areas, particular attention was 
placed during the period on consumer credit, a 
business segment expected to grow significantly 
in Italy. The Carige Group consequently 
launched its revolving credit card (“Carige Card 
Choice”), which offers the customer revolving 
credit facilities against monthly instalment 
repayments. The card is part of the “CartaSi” 
network.  
 
Activities of the Group’s asset management firm 
Carige Asset Management SGR, set up last year, 
are the following: 

•  private banking (securities and mutual 
funds management) on behalf of 
customers of the Group’s banks; 

•  pension funds, including the 
management of the Carige Open 
Pension Fund; 

•  management of a part of the Group 
subsidiaries’ securities portfolios via 
reserved funds (“Forziere 
Obbligazionario” and “Forziere 
Dinamico”); 

•  mutual fund management. The 
company’s product range includes six, 
new, specifically designed funds 
(“Carige Azionario Italia”, 
“Obbligazionario Internazionale”, 
“Bilanciato Euro”, “Azionario Europa”,” 
Mosaico Obbligazionario Misto”, 
“Mosaico Bilanciato Obbligazionario”), 
three existing funds previously managed 
by Nextra I.M SGR (“Carige Monetario 
Euro”, “Obbligazionario Euro”, 
“Azionario Internazionale”), and three 
fund lines previously managed by 
Sanpaolo Imi SGR (“Carige Liquidita` 
Euro”, “Corporate Euro”, “Azioni 
America”).  

 
c) increased income generated by our 
subsidiaries: during the year the integration 

of Banca Cesare Ponti into the Carige Group 
was completed. Management, administrative 
and accounting functions have been centralised 
according to the structural characteristics typified 
by a network bank. A controlling stake in Banca 
Cesare Ponti was acquired by Banca Carige last 
December. The Milan operates principally in the 
area of private banking and has three branches 
in Milan and one in Como. 
 
Increased size will allow the Group to exploit 
economies of scale and scope (improved 
cost:income ratio and diversification-generated 
economies) offered by the universal banking 
model.   
 
With regards to point d) heightened 
efficiency the work of two organisational units 
set up last year continued: the Cost 
Management Unit and the Purchasing Office 
Unit. The first guarantees monitoring and 
greater efficiencies in the field of operating 
costs, whilst the second aims to rationalise the 
management of relations with the Group’s 
suppliers. Initial results of the Units’ activities are 
encouraging: annual savings of around Euros 
11 million. 
 
 
 
With regards to the final point - e) 
containment of costs related to credit, 
market, liquidity and operative risks – risk 
containment was effected by a review of credit 
management processes, the application of Basel 
2 principles, and particular attention to 
operating risk. The application of Basel 2 
principles according to the method prescribed 
by the IRB Foundation, the one chosen by Banca 
Carige, is fixed for the end of 2006. However, 
this process was quickened by the application of 
IAS/IFRS, which to a great extent coincide with 
the evaluation of credit risk methodology 
foreseen by Basel 2. 
 
Carige’s strategy was positively evaluated by the 
main international rating agencies Fitch, 
Standard & Poor’s and Moody’s, which all 
confirmed their previous ratings for the Bank. 
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BANCA CARIGE  RATING

short-term long-term BFSR (1) (2) Individual (2) Support (3)
Fitch F1 A - C 3
Moody's P-1 A2 C+ - -
Standard & Poor's A2 A- - - -

(1) Bank Financial Strength Ratings.

(2) Rating on financial solidity on a scale from A to E.

(3)  Rating of likelihood of State interventation in case of crisis on a scale from 1 to 5.  
 
 
 

CARIGE GROUP COMPANIES’  
INTERIM BUSINESS REPORTS  

AT 30TH JUNE 2005 
 
 
Banca Carige SpA 
 
The Board of Directors of Banca Carige in their 
meeting of 21st February approved the new 
Group Regulatory Document, which contains 
regulatory guidelines concerning the Parent 
Company’s powers (policy design and 
implementation, coordination) with regards to its 
subsidiaries. The same meeting approved the 
Group’s new branch plan as part of the 
established policy of expansion in operating 
capacity. 
 
On 24th February a subordinated loan issue 
(Tier 3) of euro 80 million (maturity: 
24/8/2007) was completed. The Bank of Italy in 
its communication no. 172218 of 18th February 
2005 authorised the inclusion of the issue in the 
calculation of the company’s total capital ratio, 
with a subsequent rise in the ratio from 13.01 
per cent at 31/12/04 to13.49 per cent. 
 
Following CONSOB authorisation of the 
prospectus, on 2nd March 2005 trading of  debt 
securities related to Carige’s loan issue began 
(“Banca Carige 1.50 per cent, 2003-2013 
subordinated hybrid with premium at maturity 
convertible into shares”). 
 
On 18th April, the company’s Board of Directors 
deliberated subject to Bank of Italy authorisation 
the purchase of 10 per cent of share capital in 
Banca Federiciana SpA. 
 
The Annual General Meeting of Banca Carige 
held on 28th April in addition to approving the 

Directors’ Report for 2005 also renewed the 
Board of Statutory Auditors of the bank for the 
period 2005-2007. Mr Antonio Semeria is 
Chairman, and Mr Massimo Scoton and Mr 
Andrea Traverso Board Members. In their 
absence, they will be replaced by Mr Adriano 
Lunardi and Mr Luigi Sardano. 
 
On the same date, the Extraordinary Meeting of 
the Company’s savings shareholders was held, 
during which Mr Giancarlo Bach was 
reappointed as representative of the savings 
shareholders. 
 
On 30th May, the Spanish shareholder Monte de 
Pietad  y Caja de Ahorro de Huelva y Sevilla 
informed Banca Carige of its reduced holding in 
the bank under a threshold of 2 per cent. The 
Italian securities market watchdog CONSOB 
was subsequently informed on 2nd June.  
 
On 31st May Mr Ferdinando Menconi resigned 
as a member of the Executive Committee. The 
Board of Directors of Banca Carige during its 
meeting of 20th June appointed Mr Andrea 
Baldini as replacement. 
 
Banca Carige’s Executive Committee in its 
meting held on 14th June deliberated a 7 per 
cent equity holding in newly-formed Infrastrutture 
Lavori Italia Autostrade SpA via the subscription 
of 350,000 shares of a nominal value of euro 1 
each. The total investment of euro 350,000 is 
stated at “Equity Investments”. The company was 
set up on 20th June; its chairman is Mr Giovanni 
Berneschi and Carige’s representative on the 
Board of Directors is Mr Enrico Scerni. 
 
Carige’s Board in its meeting of 20th June 
deliberated the approval of a paid-up share 
capital increase of the subsidiary Banca del 
Monte di Lucca (BML). The Lucca bank’s share 
capital rose from euro 13 million to euro 15.6 
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million via the issue of 5,000,000 new shares 
with a nominal value of euro 0.52 each to be 
offered to shareholders at euro 1, inclusive of a 
premium of euro 0.48, on the basis of one new 
share for every five shares owned. In addition, 
modifications to the subsidiary’s by laws were 
approved as agreed upon by Banca Carige and 
the  BML Foundation. 
 
During the same meeting, the document 
“Regulations concerning transactions with 
related parties” was approved, updating the 
document previously approved by the Board on 
2nd August 2004. 
 
With regards to Carige’s distribution network, a 
new branch was opened in the westernmost 
Ligurian province of Imperia (Camporosso) on 
31st January 2005, replacing a branch closure 
in the same area (San Remo). On 15th June, the 
bank’s corporate finance consultancy service 
was extended to the central Italian regions of 
Latium, Umbria and Marches, with 5 new teams 
made up each by one adviser and one assistant. 
 
During April, the Annual Meetings of the Carige 
Group subsidiaries approved the respective 
Reports as at 31st December 2004. 
 
Cassa di Risparmio di Savona SpA (C.R. 
Savona) 
 
The Board of Directors of C.R. Savona in its 
meeting of 28th February 2005, following the 
resignation of Mr Fulvio Rosina as chairman of 
the bank’s Board of Statutory Auditors, approved 
the appointments of Mr Semeria as Chairman 
and Mr Traverso as board member pursuant to 
article 2401 Italian Civil Code.  
 
The Annual Meeting held on 15th April 
confirmed the above-mentioned appointments in 
addition to appointing Ms Fabrizia Garibaldi as 
acting statutory board member in Mr Traverso’s 
absence. 
 
Banca del Monte di Lucca SpA (BML) 
 
BML’s Annual Meeting held on 22nd February 
appointed Mr Traverso as chairman of the 
Board of Statutory Auditors, along with Mr 
Scotton as board member and Mr Semeria as 
his substitute. Mr Baldini was reappointed as the 
other board member.  
 

Banca Cesare Ponti SpA 
  
The Bank of Italy in its letter of 2nd March 2005 
communicated the revised area of consolidation 
of the Banca Carige Group, which from 29th 
December 2004 includes Banca Ponti. 
 
On 26th April the Annual Meeting of Banca 
Ponti, following the resignation of Prof. Michele 
Bonaduce as acting statutory board member, 
appointed Mr Andrea Rittatore Vonwiller as 
replacement until the Annual Meeting of 2007, 
during which the Milan bank’s Board of 
Statutory Auditors will be renewed.  
 
Carige Asset Management SGR 
 
The Group’s wealth management firm Carige 
Asset Management SGR during its Annual 
Meeting of 28th February appointed its Board of 
Statutory Auditors. Mr Rosina was appointed 
Chairman, with Mr Paintendre as his Deputy; Mr 
Scotton is board member and Ms Garibaldi 
acting board member. 
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ECONOMIC RESULTS 
 
 
In this section, comparisons are made between 
the economic results at 30th June 2005 stated 

under IFRS and those under Italian GAAP at the 
same date.

 
IN TERIM  IN C O M E STATEM EN T AT 30/06/05

(thou sands o f Eu ro s) Ita lia n  G A A P
Trans ition  to  

IA S/IFRS IA S/IFRS

  10  -  IN TEREST  IN C O M E AN D  S IM ILAR  REVEN U ES 409 ,982 25 ,068 435 ,050
  20  -  IN TEREST  EXPEN SES  AN D  S IM ILAR  C H ARG ES - 180 ,422 - 10 ,024 - 190 ,446
  3 0  -  N ET IN TEREST IN CO M E 22 9 ,56 0 15 ,0 44 24 4 ,60 4
  40  -  C O M M ISS IO N  IN C O M E 123 ,947 1 ,302 125 ,249
  50  -  C O M M ISS IO N  EXPEN SES - 8 ,693 - 620 - 9 ,313
  6 0  -  N ET CO M M ISSIO N S 11 5 ,25 4 6 82 11 5 ,93 6
  70  -  D IV ID EN D S AN D  O TH ER S IM ILAR  REVEN U ES 12 ,867 -                      12 ,867
  80  -  IN C O M E (LO SS) O N  F IN AN C IAL ASSETS  AN D  LIAB ILIT IES  

H ELD  FO R TRAD IN G  (N ET ) 20 ,283 5 ,415 25 ,698
  90  -  IN C O M E (LO SS) FRO M  H ED G IN G  AC T IV IT IES  - 32 762 730
100  -  IN C O M E (LO SS) O N  D ISPO SAL O F: 1 ,374 - 2 ,714 - 1 ,340

 a ) loan s 1 ,190 409 1,599
 b) financ ia l asse ts  ava ilab le  fo r sa le  184 -                     184
 d) financ ia l liab ilities  -                     - 3 ,123 - 3 ,123

110  -  N ET  VA LU E  AD JU STM EN T O N  F IN AN C IAL ASSETS  
D ES IG N ATED  AT  FA IR  VALU E  26 ,500 - 26 ,500 -                      

13 0  -  G RO SS O P ERA TIN G  IN CO M E 40 5 ,80 6 - 7 ,3 11 39 8 ,49 5
140  -  N ET  VA LU E  AD JU STM EN T O N : - 30 ,111 - 2 ,411 - 32 ,522

 a ) loan s - 29 ,936 - 176 - 30 ,112
 b) financ ia l asse ts  ava ilab le  fo r sa le  -                     - 3 - 3
 d ) o ther financ ia l asse ts  - 175 - 2 ,232 - 2 ,407

15 0  -  N ET IN CO M E FRO M  FIN A N CIA L M A N A G EM EN T 37 5 ,69 5 - 9 ,7 22 36 5 ,97 3
160  -  N ET  PREM IU M S 317 ,796 - 54 ,617 263 ,179
170  -

 N ET  IN C O M E (LO SS ) FRO M  IN SU RAN C E  M AN AG EM EN T - 336 ,417 78 ,927 - 257 ,490
18 0  -  N ET R ESU LT FRO M  FIN AN CIA L A N D  IN SU RA N CE  

M A N A G EM EN T 35 7 ,07 4 14 ,5 88 37 1 ,66 2
190  -  AD M IN ISTRAT IVE  C O STS: - 249 ,599 - 2 ,447 - 252 ,046

 a ) s ta ff cos ts  - 158 ,513 81 - 158 ,432
 b) o ther adm in is tra tive  co s ts  - 91 ,086 - 2 ,528 - 93 ,614

200  -  N ET  PRO V IS IO N S FO R R ISKS  AN D  C H ARG ES - 1 ,411 99 - 1 ,312
210  -  AM O RT IZAT IO N  AN D  D EPREC IAT IO N  O F TAN G IBLE  F IXED  

ASSETS  - 8 ,759 - 563 - 9 ,322
220  -  AM O RT IZAT IO N  AN D  D EPREC IAT IO N  O F IN TAN G IBLE  F IXED  

ASSETS  - 10 ,765 2 ,613 - 8 ,152
230  -  O TH ER O PERAT IN G  EXPEN SES  AN D  REVEN U ES 27 ,243 - 603 26 ,640
24 0  -  O P ERA TIN G  CO STS - 24 3 ,29 1 - 9 01 - 24 4 ,19 2
250  -  IN C O M E (LO SS) FRO M  EQ U ITY  IN VESTM EN TS - 1 2 ,437 2 ,436
270  -  VALU E  AD JU STM EN TS O F G O O D W ILL - 13 ,424 13 ,424 -                      
280  -  IN C O M E (LO SS) FRO M  D ISPO SAL O F IN VESTM EN TS 92 - 47 45
29 0  -  O P ERA TIN G  IN CO M E (LO SS) FRO M  O RD IN A RY 

A CTIV ITIES  BEFO R E TA X ES 10 0 ,45 0 29 ,5 01 12 9 ,95 1
300  -  TAX EXPEN SE  (IN C O M E) RE LATED  TO  PRO FIT  O R LO SS 

FRO M  O RD IN ARY AC T IV IT IES  - 40 ,303 - 5 ,156 - 45 ,459
31 0  - O PERATIN G  IN C O M E (LO SS) FRO M  O RD IN ARY  ACTIV IT IES  

AFTER TAX ES 6 0 ,14 7 24 ,3 45 8 4 ,49 2
33 0  -  N ET IN CO M E (LO SS) FO R  TH E P ER IO D  6 0 ,14 7 24 ,3 45 8 4 ,49 2
340  -  M IN O RITY  IN TERESTS  1 ,804 88 1 ,892
35 0  -  N ET IN CO M E (LO SS) FO R  TH E P ER IO D  A FTER  

M IN O RITY  IN TERESTS 5 8 ,34 3 24 ,2 57 8 2 ,60 0  
 
Compliance with IFRS has impacted most 
income statement captions. The most significant 
effects are described below. 
 

Under IFRS, net interest income rose by euro 15 
million, principally due to the recording of 
interest income on actualised credits and interest 
relating to the securitisation of mortgages 
carried out by Banca Carige in 2004 (SPE: Argo 
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Mortgage 2) and stated under First Time 
Application (FTA). 
 
The most significant transition differences refer 
to the Group’s insurance business, in particular 
the following captions relating to the subsidiary 
Carige Vita Nuova: net premiums from 
insurance contracts (caption 160), insurance 
operating charges (caption 170) and financial 
instruments fair valued through profit or loss 
(caption 110). The reduction in premiums, of 
charges and the cancellation from the income 
statement of income flows relate to unit and 
index linked policies recognised under IFRS 4 as 
financial rather than insurance contracts.  
 
Under IFRS goodwill is no longer amortised on a 
straight-line basis over its expected economic 
life. Consequently, value adjustments on 
goodwill (income statement caption 270 
pursuant to Bank of Italy guidelines), bifurcated 
from value adjustments on intangible assets, are 
nil with a corresponding positive effect of IFRS 
compliance of euro 13.4 million. This derives 
from not stating on the income statement 
amortisation charges relating to the purchase of 
branches from Banco di Sicilia, Gruppo Intesa 
and Gruppo Capitalia in addition to branches 

purchased by the Carige Group as part of 
operational expansion. Impairment at first time 
application confirmed the original value stated 
under Italian GAAP of euro 13.4 million. 
(Further details are provided in the section 
“Adoption of Financial Reporting Standards”). 
The income statement format presented in this 
Report is in line with Bank of Italy guidelines of 
25th July 2005. 
 
In the light of the fact that Banca Carige did not 
apply IAS 32 (financial instruments: disclosure 
and presentation) and 39 (financial instruments: 
recognition and measurement), option foreseen 
by paragraph 36A, letter c, comparatives 
relating to gains/losses on financial assets and 
liabilities are not homogenous, with a 
subsequent effect on comparisons between 
operating income and value adjustments prior to 
and following IFRS compliance. The other cost 
and revenue captions are, however, comparable 
and they are as follows: administrative costs, 
amortisation and provisions, recovered costs, 
other revenues, etc.. 
 
Profit after tax amounted to euro 82.6 million, 
up 44.7 per cent over 31/12/04. 
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INCOME STATEMENT (Thousands of Euros)

30/6/05 31/12/04 30/6/04 absolute %

10 Interest income and similar revenues 435.050 752.592 352.386 82.664 23,5
20 Interest expenses and similar charges - 190.446 - 291.249 - 119.153 -71.293 59,8
30 NETINTEREST INCOME 244.604 461.343 233.233 11.371 4,9
40 Commission income 125.249 225.481 109.661 15.588 14,2
50 Commission expenses - 9.313 - 17.190 - 7.839 -1.474 18,8
60 NET COMMISSIONS 115.936 208.291 101.822 14.114 13,9
70 Dividends and other similar revenues 12.867 5.784 5.014 7.853 …

80
Income (loss) on financial assets and liabilities held for
trading (net) 25.698 34.929 1.295 24.403 …

90 Income (loss) from hedging activities 730 226 15 715 …
100 Income (loss) on disposal of: - 1.340 9.793 - 299 -1.041 …

a) loans 1.599 - 430 - 294 1.893 …
b) financial assets available for sale 184 10.223 - 5 189 …
d) financial liabilities - 3.123 -                      -                      -3.123 …

110
Net value adjustment on financial assets designated at
fair value -                      12.261 7.754 -7.754 …

130 GROSS OPERATING INCOME 398.495 732.627 348.834 49.661 14,2
140 Net value adjustment on: - 32.522 - 162.939 - 112.168 79.646 -71,0

a) loans - 30.112 - 163.349 - 112.403 82.291 -73,2
b) financial assets available for sale - 3 125 -                      -3 …
d) other financial assets - 2.407 285 235 -2.642 …

150
NET INCOME FROM FINANCIAL
MANAGEMENT 365.973 569.688 236.666 129.307 54,6

160 Net premiums 263.179 632.025 308.430 -45.251 -14,7
170 Net income (loss) from insurance management - 257.490 - 625.879 - 304.807 47.317 -15,5

180
NET RESULT FROM FINANCIAL AND
INSURANCE MANAGEMENT 371.662 575.834 240.289 131.373 54,7

190 Aministrative costs: - 252.046 - 495.592 - 240.362 -11.684 4,9
a) staff costs - 158.432 - 308.792 - 148.809 -9.623 6,5
b) other administrative costs - 93.614 - 186.800 - 91.553 -2.061 2,3

200 Net provisions for risks and charges - 1.312 1.284 - 1.204 -108 9,0

210
Amortization and depreciation of tangible fixed assets

- 9.322 - 18.049 - 8.909 -413 4,6

220
Amortization and depreciation of intangible fixed assets

- 8.152 - 13.994 - 6.644 -1.508 22,7
230 Other operating expenses and revenues 26.640 99.072 83.908 -57.268 -68,3
240 OPERATING COSTS - 244.192 - 427.279 - 173.211 -70.981 41,0
250 Income (loss) from equity investments 2.436 14.507 10.800 -8.364 -77,4
280 Income (loss) from disposal of investments 45 762 - 72 117 …

290
OPERATING INCOME (LOSS) FROM
ORDINARY ACTIVITIES BEFORE TAXES 129.951 163.824 77.806 52.145 67,0

300
Tax expense (income) related to profit or loss from
ordinary activities - 45.459 - 49.687 - 19.295 -26.164 …

310
INCOME (LOSS) FROM ORDINARY ACTIVITIES
AFTER TAXES 84.492 114.137 58.511 25.981 44,4

330 NET INCOME (LOSS) FOR THE PERIOD 84.492         114.137       58.511         25.981       44,4
340 Minority interests 1.892 2.923 1.409 483 34,3

350
NET INCOME (LOSS) FOR THE PERIOD AFTER
MINORITY INTERESTS 82.600 111.214 57.102 25.498 44,7

Change 30/6/05-30/6/04

 
 

 
Net interest income amounted to euro 
244.6 million, an increase of 4.9 per cent in 
comparison to June 2004. Interest income rose 

23.5 per cent to euro 435 million, whilst interest 
charges increased by 59.8 per cent to euro 
190.4 million. 
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NET INTEREST INCOME (thousands of Euros)

30/6/05 2004 30/6/04 absolute %

Loans and advances to customers and
deposits from customers 278.865 568.227 271.110 7.755 2,9
Deposits with banks and from banks - 2.628 6.344 727 - 3.355 …
Debt securities in issue - 82.298 - 198.635 - 84.408 2.110 - 2,5
Subordinated liabilities - 8.173 - 17.193 - 8.080 - 93 1,2
Hedging derivatives - 49.388 - 59.004 - 12.932 - 36.456 …
Financial assets held for trading 100.876 150.708 58.769 42.107 71,6
Financial assets available for sale 9.714 20.310 10.486 - 772 - 7,4
Other net interest income - 2.364 - 9.414 - 2.439 75 - 3,1
TOTAL NET INTEREST INCOME 244.604 461.343 233.233 11.371 4,9

Change 30/6/05-30/6/04

 
 
 

Net fee and commission income rose 
13.9 per cent to euro 115.9 million. In detail, 
banking fee and commission income on 
commercial banking services rose by 4.4 per 
cent; other rises include management, 
intermediation and consultancy fees (+18.9 per 

cent), and other net commissions (+14.4 per 
cent).  
 
 
 
 

NET COMMISSION INCOME (thousands of Euros)

30/6/05 2004 30/6/04 absolute %

Banking commercial activity 23.601 43.502 22.611 990 4,4
Management, dealing and consultancy services

45.039 79.229 37.864 7.175 18,9
Other net commission income 47.296 85.560 41.347 5.949 14,4
TOTAL NET COMMISSION INCOME 115.936 208.291 101.822 14.114 13,9

Change. 30/6/05-30/6/04

 
 
 
Dividends and similar revenues rose 
from 5 to 12.9 million at 30th June 2005. 
 
Banca Carige’s net trading income 
increased year-on-year to second quarter by 
euro 24.4 million from euro 1.3 to euro 25.7 
million, whilst the net hedging result was euro 
0.7 million (30/6/04: euro 15,000). 
 

 
 
 
 
 
 
 
 

TRADING RESULTS (thousands of Euros)

30/6/05 2004 30/6/04 absolute %

Debt securities, capital securities and OICR 64.501 - 26.423 19.184 45.317 …
Financial derivatives 125.478 967 - 1.280 126.758 …
Credit derivatives 2.203 - 316 176 2.027 …
Change differences 1.652 6.775 480 1.172 …
Revaluations / Svalutations - 168.136 53.926 - 17.264 - 150.872 …
TRADING RESULT 25.698 34.929 1.296 24.402 …

Change 30/6/05-30/6/04

 
 
 

 
Losses on sale and repurchase 
agreements including lending and 

securities rose from the previous year’s figure 
of euro 0.3 million to euro 1.3 million. 
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The net result of financial instruments 
fair valued through profit and loss was 
euro 7.8 million at 30th June 2005 (nil at 
30/6/04). 
 
Operating income increased by 14.2 per 
cent to euro 398.5 million. 
 

Impairment loss on loans and advances 
and other credit risk provisions fell 71 
per cent in annual terms to euro -32.5 million 
as a result of increased writedowns following the 
collapse of the Genoa-based cruise operator 
Festival during the first half of 2004. 

  

30/9/ 30/6/05 2004 30/6/04 absolute %

Loans to banks - -               -               -               -                …
Loans to customers 30.112 163.349 112.403 - 82.291 - 73,2
Guarantees 2.407 - 284 - 235 2.642 …
NET IMPAIRMENT CHARGES ON CREDITS 32.519 163.065 112.168 - 79.649 - 71,0

NET IMPAIRMENT CHARGES ON CASH CREDITS AND GUARANTEES (thousands of 
Euros)

Change 30/6/05-30/6/04

 
 
 

The net result from financial and 
insurance management rose by 54.7 per 
cent to euro 371.7 million. Net premiums from 
insurance contracts fell 14.7 per cent to euro 
263.2 million and a drop in the insurance 
operating result (income less net claims) from 
euro 304.8 to euro 257.5 million. 
 
Operating expenses totalled euro 244.2 
million, up 41 per cent over June 2004. The 
single cost items that make up the aggregate are 
as follows: 
Administrative costs totalled euro 252 million, 
up 4.9 per cent over June 2004, and include 
staff costs, which rose by 6.5 per cent to 158.4 
million. This rise was due to staff pay increases 
back-dated to 2004 and recognised severance 

pay provisions required under IFRS; other 
administrative expenses rose 2.3 per cent to 
euro 93.6 million. 
 
Net provisions for risks and charges 
rose 9 per cent to euro 1.3 million. 
 
Net adjustments to tangible assets 
increased by 4.6 per cent to euro 9.3 million. 
 
Net adjustments to intangible assets 
increased by 22.7 per cent to euro 8.2 million.  
 
Other operating income fell 68.3 per cent 
to euro 26.6 million. 

 
 

OPERATING COST (thousands of Euros)

30/6/05 2004 0 30/6/04 absolute %

Staff costs 158.432 308.792 148.809 9.623 6,5
Administrative costs 93.614 186.800 91.553 2.061 2,3
Net provisions for risks and charges 1.312 - 1.284 1.204 108 9,0
Amortizations on: 17.474 32.043 15.553 1.921 12,4
   - intangible fixed assets 8.152 13.994 6.644 1.508 22,7
   - tangible fixed assets 9.322 18.049 8.909 413 4,6
Other operating expenses and revenues - 26.640 - 99.072 - 83.908 57.268 - 68,3

TOTAL OPERATING COSTS 244.192 427.279 173.211 70.981 41,0

Variaz. 30/6/05-30/6/04 
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The share of results of subsidiaries 
dropped 77.4 per cent from euro 10.8 million 
to euro 2.8 million at 30/6/05. 
 
Operating income at 30/6/05 reached euro 
130 million, 67 per cent higher than the 
previous year’s interim result (June 2004: euro 
77.8 million). After tax (June 2005: euro 45.5 
million; June 2004: euro 19.3 million) and 
profits recognisable to third parties of euro 1.9 
million (June 2004: euro 1.4 million), net 
profit amounted to euro 57.1 million, up 44.7 
per cent per cent over June 2004’s figure of 
euro 57.1 million. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 

 
TOTAL SHAREHOLDERS’ EQUITY AND 

OWN SHARES 
 

 
Increases in shareholders’ equity derive from the 
distribution of profit for the year ending 31st 
December 2004. 
 
The Parent Company at 30th June 2005 held 
own shares in portfolio amounting to a total 
nominal value of euro 495,407.92. During the 
first half of the year, Banca Carige acquired own 
shares totalling euro 10,461,355.12 and 

alienated own shares of a value of euro 
10,470,009.46. 
 
The differences between Banca Carige’s and 
consolidated total shareholders’ equity and 
economic profit at 30th June 2005 derive from 
the following variations: 
 
 

Total Shareholders' Equity Income Statement
Balance as at 30/6/2005 Banca Carige 2.305.524 103.503
Positive variations on book value -44.291 16.227
Value adjustments to allocated gains -94 -94
Effects deriving valuation of companies under the equity method 47.072 2.436
Amortised goodwill -44.164 0
Effects deriving from repurchase commitments in Group options -23.858 -630
Value adjustments and provisions made exclusively for tax purposes and written 0 0
Dividends distributed by associated companies and written off -4.124 -4.124
Dividends distributed by subsidiaries and written off -1 -34.809
Others -137 91
Consolidated balance as at 30/6/2005 2.235.927 82.600
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FINANCIAL INTERMEDIATION
ACTIVITIES

At 30th June 2005, Total Financial
Intermediation Activities (TFIA) made up by
direct and indirect deposits recorded increases
of 2.2 per cent over December 2004 and 7 per
cent over June 2004 to reach euro 32,296.2
million.

Comparison between results at 30th June 2005
and 31st December 2004 and 30th June 2004

are made on the basis of IFRS compliant
(including IAS 32 and IAS 39) pro forma figures.

Direct deposits or ‘customer deposits’ fell 0.4
per cent over 31/12/04 but rose on a year-on
year basis by 5.8 per cent to euro 14,922.5
million. Indirect deposits or ‘other financial
intermediation activities’ amounted to euro
17,373.7 million; an increase of 4.6 and 8 per
cent respectively over December and June
2004. This aggregate now accounts for 53.8
per cent of TFIA and is made up by wealth
management (51.7 per cent) and assets in
custody (48.3 per cent).

TOTAL FINANCIAL INTERMEDIATION ACTIVITIES  (thousands of E uros)

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

pro forma pro forma 12/04 p.f. 6/04 p.f.
Total (A+B) 32,296,172 30,881,509 31,605,177 29,449,534 30,186,217 2.2 7.0

Direct deposits (A) 14,922,460 14,265,671 14,989,339 13,368,235 14,104,918 - 0.4 5.8
  %  Total 46.2% 46.2% 47.4% 45.4% 46.7%
Indirect deposits (OFIA) (B) 17,373,712 16,615,838 16,615,838 16,081,299 16,081,299 4.6 8.0
  %  Total 53.8% 53.8% 52.6% 54.6% 53.3%
 - Assets under management 8,982,696 8,406,719 8,406,719 8,082,391 8,082,391 6.9 11.1
     %  Total 27.8% 27.2% 26.6% 27.4% 26.8%
     %  OF IA 51.7% 50.6% 50.6% 50.3% 50.3%
 - Assets in custody 8,391,016 8,209,119 8,209,119 7,998,908 7,998,908 2.2 4.9
     %  Total 26.0% 26.6% 26.0% 27.2% 26.5%
     %  OF IA 48.3% 49.4% 49.4% 49.7% 49.7%

Total funds at 30/6/05, which include customer
deposits (euro 14,922.5 million) and interbank
deposits (euro 1,750.7 million) amounted to
euro 16,673.1 million, up 4.4 per cent over six
months and 8.3 per cent over twelve. This
increase was due mainly to substantial growth in
the item “amounts owed to banks”, which rose
78.3 per cent during the first half of the year in
the face of a fall, albeit minimal, in customer
deposits of 0.4 per cent.

The customer deposits aggregate was affected
during the period by the maturity of a tranche of
Carige’s Euro Medium Term Note loan issue
amounting to euro 300 million. This is reflected
by an analysis of deposits by maturity, which
shows a 2.9 per cent fall in the medium/long-
term segment and a modest rise in short-term
deposits of 1.3 per cent.
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DIRECT DEPOSITS (thousands of Euros)

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

pro forma pro forma 12/04 p.f. 6/04 p.f.

Totale (A+B) 16,673,129 15,247,497 15,971,165 14,658,747 15,395,431 4.4 8.3

Direct deposits (A) 14,922,460 14,265,671 14,989,339 13,368,235 14,104,918 - 0.4 5.8
Amounts owed to customers 8,429,547 8,365,350 8,317,489 7,613,704 7,565,843 1.3 11.4
Debt securities in issue 6,492,913 5,900,321 6,671,850 5,754,531 6,539,075 - 2.7 - 0.7
   bond certificates 6,074,244 5,493,169 6,264,700 5,304,602 6,089,147 - 3.0 - 0.2
   other securities 418,669 407,152 407,150 449,929 449,929 2.8 - 6.9

short term deposits 8,821,426 8,755,021 8,707,157 8,030,722 7,982,861 1.3 10.5
   % Total 59.1 61.4 58.1 60.1 56.6
long term deposits 6,101,034 5,510,650 6,282,182 5,337,513 6,122,057 - 2.9 - 0.3
   % Total 40.9 38.6 41.9 39.9 43.4

Amounts owed to banks (B) 1,750,669 981,826 981,826 1,290,512 1,290,512 78.3 35.7

AMOUNTS OWED TO CUSTOMERS (thousands  of E uros)

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

pro forma pro forma 12/04 p.f. 6/04 p.f.

Current accounts 7,530,898 7,377,470 7,329,609 6,657,901 6,610,041 2.7 13.9
S av ing deposits 590,928 603,142 603,142 606,107 606,107 - 2.0 - 2.5
R epurchase agreements 289,741 368,415 368,415 339,515 339,515 - 21.4 - 14.7
Funds managed on behalf of third 281 342 342 333 333 - 17.8 - 15.6
F inancing 4,008 4,124 4,124 172 171 - 2.8 …
Other debts 13,691 11,856 11,856 9,676 9,676 15.5 41.5

Total 8,429,547 8,365,350 8,317,489 7,613,704 7,565,843 1.3 11.4
F igures  referring to periods  ending prior to 30/6/05 are es timates

The medium/long-term segment includes bonds,
which fell by 3 per cent to euro 6,074.2 million
and includes euro 240.2 million relating to
Carige’s EMTN issue.
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DEBT SECURITIES IN ISSUE (thousands of E uros)

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

pro forma pro forma 12/04 p.f. 6/04 p.f.

L is ted securities 6,074,244 5,493,170     6,264,700 5,304,602 6,089,146 - 3.0 - 0.2
   - bonds 5,514,889 4,895,584 5,677,677 4,726,809 5,511,354 - 2.9 0.1
   - s tructured 559,355 597,586 587,023 577,793 577,792 - 4.7 - 3.2

Unlis ted securities 418,669 407,151 407,150 449,929 449,929 2.8 - 6.9
   - other securities 418,669 407,151 407,150 449,929 449,929 2.8 - 6.9

Totale 6,492,913 5,900,321 6,671,850 5,754,531 6,539,075 - 2.7 - 0.7

With regards to maturities, short-term deposits
rose over year-end 2004 by 1.3 per cent and
account for 59.1 per cent of the aggregate total
(December 2004: 58.1 per cent). The
medium/long-term component fell 2.9 per cent
and represents 40.9 per cent of deposits.

Amounts owed to credit institutions totalled euro
1,750.7 million, up 78.3 per cent in
comparison to 31st December 2004.

AMOUNTS OWED TO BANKS (thousands of E uros)

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/06

pro forma pro forma 12/04 p.f. 12/05 p.f.

Amounts owed to Central banks 46,118 90,002 90,002 -                     -                     - 48.8 … 
Current accounts for returned serv -                      18,061 18,061 64,559 64,559 - 100.0 - 100.0
Free deposits 35,525 8 8 127,995 127,995 … - 72.2
Term deposits 1,167,984 438,409 438,409 520,717 520,717 … …
R epurchase agreements 142,527 66,810 66,810 201,788 201,788 .. - 29.4
F inancing 358,515 368,313 368,313 375,200 375,200 - 2.7 - 4.4
Other debts -                      223 223 253 253 - 100.0 - 100.0

Total 1,750,669 981,826 981,826 1,290,512 1,290,512 78.3 35.7

INDIRECT DEPOSITS  (Thousands  of E uros)

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

pro forma pro forma 12/04 p.f. 6/04 p.f.
Total (A+B) 17,373,712 16,615,838 16,615,838 16,081,299 16,081,299 4.6 8.0

Assets under management (A) 8,982,696 8,406,719 8,406,719 8,082,391 8,082,391 6.9 11.1
  Mutual funds and unit trusts 5,312,247 4,892,185 4,892,185 4,649,809 4,649,809 8.6 14.2
  P rivate banking 2,688,996 2,588,372 2,588,372 2,584,917 2,584,917 3.9 4.0
  including: S ecurity management  (1) 1,740,513 1,617,403 1,617,403 1,555,976 1,555,976 7.6 11.9
           Mutual funds management 948,483 970,969 970,969 1,028,941 1,028,941 - 2.3 - 7.8
  Bancassurance products 981,453 926,162 926,162 847,665 847,665 6.0 15.8

Assets in custody (B) 8,391,016 8,209,119 8,209,119 7,998,908 7,998,908 2.2 4.9
  Government securities 4,188,231 4,010,592 4,010,592 4,224,875 4,224,875 4.4 - 0.9
  Others 4,202,785 4,198,527 4,198,527 3,774,033 3,774,033 0.1 11.4
(1) The figure includes the entire securities  portfolio of the insurance subs idiaries .
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Indirect deposits increased by 4.6 per cent over
31/12/04 (June 2004:+8 per cent) to euro
17,373.7 million.

The aggregate was marked by growth in both
the wealth management and assets in custody
components, the former in particular recording
strong increases across all product lines.

Wealth management balances totalled euro
8,982.7 million, an increase of 6.9 per cent
over December 2004 (euro 8,406.7 million)
and 11.1 per cent over June 2004 (euro
8,082.4 million). Mutual funds rose by 8.6 per
cent over six months and by 14.2 per cent over
twelve, whilst assets under management
recorded rises of 3.9 and 4 per cent over the

same periods. Expansion in bancassurance
products over six and twelve months was of 6
and 15.8 per cent, respectively. Within asset
management, there was substantial growth in
securities management (December 2004: +7.6
per cent; June 2004: +11.9 per cent), whilst
fund management balances were down 2.3 and
7.8 per cent over the same periods.

Assets in custody recorded more modest
growth over six and twelve months: up 2.2 and
4.9 per cent, respectively to euro 8,391 million.

The share made up by Italian government stock
rose 4.4 per cent in the first half of 2005 after
falls recorded in the last half of 2004.

 
LENDING (thousands of E uros)

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

pro forma pro forma 12/04 p.f. 6/04 p.f.
Total (A+B) 13,881,598 12,979,358 13,571,934 12,463,914 13,160,736 2.3 5.5

Loans to customers (A) 12,655,698 11,407,231 11,999,844 11,224,425 11,921,706 5.5         6.2
-Gross value (1) 12,998,486 11,610,381 12,378,009 11,408,413 12,259,376 5.0         6.0

     - short term loans 4,039,744 4,122,185 4,063,153 4,532,304 4,504,764 -0.6 -10.3
      %  gross value 31.1 35.5 32.8 39.7 36.7
     - long term loans 8,483,064 6,995,304 7,821,964 6,472,008 7,350,511 8.5         15.4
      %  gross vas lue 65.3 60.3 63.2 56.7 60.0

   Bad loans 475,678 492,892 492,892 404,101 404,101 -3.5 17.7
      %  gross value 3.7 4.2 4.0 3.5 3.3

- S pecific allowances for loan losses (-) 342,788 203,150 378,165 183,988 337,670 -9.4 1.5

Loans to banks (B) 1,225,900 1,572,127 1,572,090 1,239,489 1,239,030 -22.0 -1.1
-Gross value (1) 1,231,046 1,576,866 1,576,866 1,243,804 1,243,804 -21.9 -1.0

   Bad loans 18,071 18,299 18,299 17,874 17,874 -1.2 1.1
      %  gross value 1.5 1.2 1.2 1.4 1.4

- S pecific allowances for loan losses (-) 5,146 4,739 4,776 4,315 4,774 7.7 7.8

(1) Before value adjus tments .

Lending to customers amounted to euro
12,998.5 million, an increase of 5 per cent in
comparison to the figure recorded at 31st

December 2004. After value adjustments
totalling euro 342.8 million, the aggregate
balance was euro 12,655.7 million, up 5.5 per
cent since the beginning of the year.

With regards to maturities, medium/long-term
loans (euro 8,483.1 million) account for 65.3
per cent of the total, recording an 8.5 per cent
rise in the first six months of the year. Short-term
lending volumes ( euro 4,039.7 million)
decreased by 0.6 per cent in the same period.
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LOANS AND ADVANTAGES TO CUSTOMERS (thousands of Euros)

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

(1) (2) pro forma (1) (2) pro forma (1) 12/04 p.f. 6/04 p.f.

Current accounts 1,890,102 1,943,395 1,942,253 1,696,398 1,695,256 - 2.7 11.5
Mortgages 6,202,058 5,463,463 5,463,498 4,930,477 4,922,651 13.5 26.0
Other medium/long-term credits 2,377,507 2,464,720 2,464,721 2,335,940 2,335,940 - 3.5 1.8
Leasing 703,118 663,730 663,730 592,039 592,039 5.9 18.8
Factoring 106,013 90,150 90,150 104,586 104,586 17.6 1.4
Others 446,691 492,031 428,463 1,344,873 1,340,304 4.3 - 66.7
Bad loans 475,678 492,892 492,892 404,100 404,100 - 3.5 17.7
Non derecognised sold assets 797,319 -                    832,302 -                    864,500 - 4.2 - 7.8

Totale 12,998,486 11,610,381 12,378,009 11,408,413 12,259,376 5.0 6.0
(1) Amounts prior to value adjustments and calculated on the basis of IAS/IFRS, including IAS 32 and IAS 39.
(2) Amounts prior to value adjustments and calculated on the basis of IAS/IFRS, excluding IAS 32 and IAS 39.
Figures referring to periods ending prior to 30/6/05 are estimates.

In detail, there was robust growth in mortgage
balances over six and twelve months, up 13.5
and 26 per cent to euro 6,202.1 million.

Other medium/long-term lending solutions and
current accounts both recorded negative growth
over six months, down respectively by 3.5 and
2.7 per cent, whilst on a year-on-year basis rose
1.8 and 11.5 per cent.

Over six months, leasing and factoring rose 5.9
and 17.6 per cent, respectively.

Bad loans amounted to euro 475.7 million,
down over six months (-3.5 per cent), but up
over twelve (+17.7 per cent).

LOANS AND ADVANCES TO CUSTOMERS (1) - GEOGRAPHICAL DISTRIBUTION (thousands of Euros)

30/6/05 31/12/04 30/6/04
% % %

Liguria 7,335,760 56.4% 6,560,358 56.5% 7,102,843 62.4%
Lombardy 1,588,818 12.2% 1,415,447 12.2% 1,069,641 9.4%
Tuscany 1,240,333 9.5% 1,207,575 10.4% 1,150,196 10.1%
Emilia Romagna 696,777 5.4% 585,604 5.0% 528,707 4.6%
Piedmont 682,651 5.3% 543,906 4.7% 490,967 4.3%
Latium 506,622 3.9% 578,305 5.0% 364,242 3.2%
Sicily 199,457 1.5% 152,605 1.3% 148,577 1.3%
Veneto 191,361 1.5% 136,993 1.2% 118,697 1.0%
Marches 162,755 1.3% 125,399 1.1% 124,235 1.1%
Sardinia 132,205 1.0% 93,525 0.8% 70,075 0.6%
Apulia 121,896 0.9% 83,971 0.7% 71,870 0.6%
Umbria 90,127 0.7% 84,740 0.7% 85,270 0.7%
Total Italy 12,948,762 99.6% 11,568,428 99.6% 11,325,320 99.3%
Abroad 49,724 0.4% 41,953 0.4% 83,093 0.7%
Total loans to customers 12,998,486 100.0% 11,610,381 100.0% 11,408,413 100.0%

(1) Balance Sheet (Assets) caption 40 inclusive of expected losses and leasing.

Liguria accounts for 56.4 per cent of lending to
customers, a share that remains basically
unchanged in comparison to 31/12/04 (56.5
per cent), but down from June 2004’s figure of
62.4 per cent. During the first six months of the
year, the shares represented by Emilia Romagna

and Piedmont rose, the former from 5 to 5.5 per
cent, whilst the latter from 4.7 to 5.3 per cent.
Lombardy’s share rose over twelve months from
9.4 to 12.2 per cent.
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LOANS AND ADVANCES TO CUSTOMERS - DISTRIBUTION BY BUSINESS SEGMENT 
(thousands of E uros)

30/6/05 31/12/04 30/6/04
% % %

P ublic Adminis tration 1,199,421 9.2% 1,124,278 9.7% 1,247,544 10.9%
F inancial Institutions 370,315 2.8% 379,713 3.3% 1,110,665 9.7%
Non-financial and personal businesses 7,544,418 58.0% 7,099,382 61.2% 6,545,775 57.3%

Agriculture, farming and fishing 105,048 0.8% 90,439 0.8% 90,953 0.8%
E nergy products 192,936 1.5% 221,083 1.9% 150,111 1.3%
Mineral and ferrous and non ferrous metals 86,499 0.7% 118,213 1.0% 111,616 1.0%
Mineral and non metallic products 164,814 1.3% 163,933 1.4% 171,174 1.5%
Chemical products 74,642 0.6% 88,936 0.8% 85,021 0.7%
Metal products 245,402 1.9% 245,651 2.1% 219,900 1.9%
Agricultural and indus trial machinery 154,894 1.2% 163,733 1.4% 155,442 1.4%
Office equipment 28,342 0.2% 27,574 0.2% 32,695 0.3%
E lectrical supplies 108,894 0.8% 83,021 0.7% 94,753 0.8%
Means of transport 77,823 0.6% 76,103 0.7% 89,953 0.8%
Food, drink, tobacco 224,766 1.7% 216,171 1.9% 202,569 1.8%
Textiles, leather goods, clothing 112,732 0.9% 111,595 1.0% 108,184 0.9%
P aper, printing and publishing 96,377 0.7% 96,055 0.8% 90,853 0.8%
R ubber and plas tic goods 66,862 0.5% 66,375 0.6% 63,590 0.6%
Other indus trial products 115,795 0.9% 115,607 1.0% 115,616 1.0%
Building and P ublic Works 1,149,538 8.8% 1,084,267 9.3% 970,786 8.5%
Wholesale & retail trade, salvage and repairs 1,393,880 10.7% 1,331,321 11.5% 1,272,408 11.2%
Hotel and catering services 399,193 3.1% 381,710 3.3% 361,911 3.2%
Transport services 168,641 1.3% 161,027 1.4% 141,679 1.2%
Air and sea transport-realted services 349,248 2.7% 355,039 3.1% 317,385 2.8%
Transport-related services 248,710 1.9% 255,275 2.2% 256,095 2.2%
Communications-related services 140,644 1.1% 4,212 0.0% 14,032 0.1%
S ales-realted services 1,838,737 14.2% 1,642,041 14.1% 1,429,050 12.5%

P rivate social bodies 75,752 0.6% 59,454 0.5% 63,390 0.6%
Families 3,700,672 28.6% 2,659,687 22.8% 2,237,370 19.7%
Total residents 12,890,577 99.2% 11,322,513 97.5% 11,204,744 98.2%
R est of the world 107,909 0.8% 287,868       2.5% 203,669 1.8%
Total 12,998,486 100.0% 11,610,381 100.0% 11,408,413 100.0%

During the first six months of the year there was
continued growth in lending destined to
households, which now accounts for 28.6 per
cent of the aggregate total (30/6/04: 19.7 per
cent;  31/12/04: 22.8 per cent). Lending,
however, to financial firms continues to fall,
down from euro 1,110.7 million in June 2004
to euro 370.3 million. This sector together with
family enterprises makes up 58 per cent of the
lending aggregate.

Loans and advances to banks totalled euro
1,231 million, down 21.9 per cent in
comparison to December 2004 and down 1 per
cent over June 2004.

In detail, bond balances were down 5.2 per cent
over 31st December 2004 to euro 170.3 million
at 30th June 2005, but recorded a year-on-year
increase of 54.1 per cent. Current accounts and

slipped 22.4 per cent in comparison to
December 2004 to euro 196.7 million (June
2004: -10.6 per cent). Term deposits totalled
euro 510.6 million, a fall of 41.7 per cent over
six months and 4.8 per cent over twelve.
Repurchase agreements (euro 303 million) were
up over six months (+35.1 per cent), but down
over twelve (7.5 per cent). Bad loans, already
limited in volume at euro 18.1 million,
decreased by 1.2 per cent over December
2004’s figure (June 2004: +1.1 per cent).

The balance between the two interbank captions
(“loans and advances to banks” and  “amounts
owed to banks”) at 30th June 2004 reveals a net
exposure of euro 519.6 million, whereas at
year-end 2004 Carige was the beneficiary of
outstanding amounts totalling euro 595 million.
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LOANS AND ADVANCES TO BANKS (thousands of E uros)

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

(1) (2) pro forma (1) (2) pro forma (1) 12/04 p.f. 6/04 p.f.

Loans and advances to centra 170,514 179,797 179,797 110,518 110,518 - 5.2 54.3
Compulsory reserve 170,289 179,692 179,692 110,517 110,517 - 5.2 54.1
Others 225 105 105 1 1 … …

Loans and advances to banks 1,060,532 1,397,070 1,397,070 1,133,286 1,133,286 - 24.1 - 6.4
Current accounts 196,656 253,295 253,295 220,012 220,012 - 22.4 - 10.6
Term deposits 510,635 876,275 876,275 536,610 536,610 - 41.7 - 4.8
R epurchase agreements 303,046 224,322 224,322 327,622 327,622 35.1 - 7.5
F inancing 32,124 24,878 24,878 31,168 31,168 29.1 3.1
Bad loans 18,071 18,299 18,299 17,874 17,874 - 1.2 1.1

Total 1,231,046 1,576,866 1,576,866 1,243,804 1,243,804 - 21.9 - 1.0
(1) Amounts  prior to value adjus tments  and calculated on the bas is  of IAS /IFR S , including IAS  32 and IAS  39.
(2) Amounts  prior to value adjus tments  and calculated on the bas is  of IAS /IFR S , excluding IAS  32 and IAS  39.
F igures  referring to periods  ending prior to 30/6/05 are es timates .

Loan impairment provisions amounted to euro
676.7 million, down 3.2 per cent in comparison
to the end of 2004. Bad loan balances fell 3.4
per cent (-euro 17.4 million) and watchlist
positions by 2.5 per cent (-euro 4.7 million).

Value adjustments account for 40.5 per cent of
impaired loans, down 44.4 per cent in
comparison to the pro forma figure at
31/12/04.
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CREDIT QUALITY (thousands of Euros)

30/6/05 31/12/04 31/12/04 pro forma
Gross Specific Net book % Gross Specific Net book % Gross Specific Net book %
value allowances value value allowances value value allowances value
(a) (b) (a-b) b/a (a) (b) (a-b) b/a (a) (b) (a-b) b/a

                                                                                                                                                                                                                                                               
Bad loans 493,749 233,431 260,318 47.3 511,191 185,407 325,784 36.3 511,191 263,132 248,059 51.5
   - banks 18,071 4,633 13,438 25.6 18,299 4,189 14,110 22.9 18,299 4,226 14,073 23.1
   - customers 475,678 228,798 246,880 48.1 492,892 181,218 311,674 36.8 492,892 258,906 233,986 52.5
Watchlists or Potential Credit Risks 182,921 40,414 142,507 22.1 187,812 17,379 170,432 9.3 187,812 47,027 140,785 25.0
   - banks 1,026 513 513 50.0 1,223 550 673 45.0 1,223 550 673 45.0
   - customers 181,895 39,901 141,994 21.9 186,589 16,829 169,759 9.0 186,589 46,477 140,112 24.9
Total impaired loans 676,670 273,845 402,825 40.5 699,003 202,787 496,216 29.0 699,003 310,159 388,844 44.4
   - banks 19,097 5,146 13,951 26.9 19,522 4,739 14,783 24.3 19,522 4,776 14,746 24.5
   - customers 657,573 268,699 388,874 40.9 679,481 198,048 481,433 29.1 679,481 305,383 374,098 44.9
Performing loans 13,552,862 74,089 13,478,773 0.5 12,488,244 5,102 12,483,142 0.0 13,255,872 72,782 13,183,091 0.5
   - banks 1,211,949 -                 1,211,949 0.0 1,557,344 -                 1,557,344 0.0 1,557,344 -                 1,557,344 0.0
   - customers 12,340,913 74,089 12,266,824 0.6 10,930,900 5,102 10,925,798 0.0 11,698,528 72,782 11,625,747 0.6
Total loans and advances 14,229,532 347,934 13,881,598 2.4 13,187,247 207,889 12,979,358 1.6 13,954,875 382,941 13,571,934 2.7
   - banks 1,231,046 5,146 1,225,900 0.4 1,576,866 4,739 1,572,127 0.3 1,576,866 4,776 1,572,090 0.3
   - customers 12,998,486 342,788 12,655,698 2.6 11,610,381 203,150 11,407,231 1.7 12,378,009 378,165 11,999,844 3.1

30/6/04 30/6/04 pro forma
Gross Specific Net book % Gross Specific Net book %
value allowances value value allowances value
(a) (b) (a-b) b/a (a) (b) (a-b) b/a

                                                                                                                                                                                                                                                               
Bad loans 421,975 161,779 260,196 38.3 421,975 213,363 208,612 50.6
   - banks 17,874 3,802 14,072 21.3 17,874 4,128 13,746 23.1
   - customers 404,101 157,977 246,124 39.1 404,101 209,235 194,866 51.8
Watchlists or Potential Credit Risks 245,091 21,291 223,800 8.7 245,091 58,690 186,400 23.9
   - banks 1,436 513 923 35.7 1,436 646 790 45.0
   - customers 243,655 20,778 222,877 8.5 243,655 58,045 185,610 23.8
Total impaired loans 667,066 183,070 483,996 27.4 667,066 272,053 395,012 40.8
   - banks 19,310 4,315 14,995 22.3 19,310 4,774 14,536 24.7
   - customers 647,756 178,755 469,001 27.6 647,756 267,279 380,476 41.3
Performing loans 11,985,151 5,233 11,979,918 0.0 12,836,114 70,464 12,765,650 0.5
   - banks 1,224,494 -                 1,224,494 0.0 1,224,494 -                 1,224,494 0.0
   - customers 10,760,657 5,233 10,755,424 0.0 11,611,620 70,464 11,541,156 0.6
Total loans and advances 12,652,217 188,303 12,463,914 1.5 13,503,180 342,518 13,160,662 2.5
   - banks 1,243,804 4,315 1,239,489 0.3 1,243,804 4,774 1,239,030 0.4
   - customers 11,408,413 183,988 11,224,425 1.6 12,259,376 337,744 11,921,632 2.8
Figures referring to periods ending prior to 30/6/05 are estimates.

Value adjustments amounted to euro 342.8
million at 30th June 2004, down 9.4 per cent in
comparison to December 2004’s pro forma
figure. Bad loans totalled euro 493.7 million,
3.4 per cent lower than at 31/12/04. This fall is
due to a decrease in the customer loans
aggregate of 3.5 per cent over 31/12/04 (-euro
475.7 million). Just under half (48.1 per cent) of
the bad loans aggregate is written down in
comparison to  a pro forma 52.5 per cent at
31/12/04. With regards to advances to banks
classified as bad loans, the balance fell 1.2 per
cent to euro 18.1 million with writedowns
relating to 25.6 per cent of the total (December

2004: 23.1 per cent). The customer bad loans:
loans ratio at June 2005 was 3.7 per cent in
comparison to 4.2 per cent in December 2004
(4 per cent on the basis of pro forma figures).
Watchlists totalled euro 182.9 million, down 2.6
per cent in comparison to 31/12/04. Watchlist
positions on loans and advances to customers
amounted to euro 181.9 million; 21.9 per cent
of the aggregate is written down. Non
performing loans to banks classified as
watchlists amounted to euro 1 million, written
down by 50 per cent.
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BAD LOANS (1) - GEOGRAPHICAL DISTRIBUTION (thousands of E uros)

31/12/04 31/12/04 30/6/04
% % %

L iguria 289,281 60.7% 305,044 61.7% 237,103 58.6%
Tuscany 48,075 10.1% 47,096 9.6% 44,902 11.1%
Lombardy 45,175 9.5% 44,946 9.1% 28,793 7.1%
P iedmont 36,701 7.7% 38,791 7.9% 32,928 8.1%
E milia R omagna 23,699 5.0% 27,627 5.6% 26,266 6.5%
S icily 9,134 1.9% 8,796 1.8% 7,535 1.9%
Latium 7,983 1.7% 5,739 1.2% 4,349 1.1%
Veneto 6,109 1.3% 5,744 1.2% 5,973 1.5%
Apulia 3,642 0.8% 3,534 0.7% 3,068 0.8%
Umbria 2,399 0.5% 2,097 0.4% 1,116 0.3%
Marches 1,357 0.3% 1,001 0.2% 673 0.2%
S ardinia 397 0.1% 256 0.1% 202 0.0%
Total Italy 473,952 99.6% 490,671 99.5% 392,908 97.2%
Abroad 1,726 0.4% 2,221 0.5% 11,193 2.8%
Total 475,678 100.0% 492,892 100.0% 404,101 100.0%

(1) Inclus ive of expected losses .

The geographic concentration of bad loans in
the Group’s heartland of Liguria well slightly
over six months to 60.7 per cent from euro 305

million at 31st December 2004 to euro 289.3
million at 30th June 2005.

BAD LOANS / LOANS RATIO (1) - GEOGRAPHICAL DISTRIBUTION

31/12/04 31/12/04 30/6/04

P iedmont 5.4% 7.1% 6.7%
S icily 4.6% 5.8% 5.1%
Tuscany 3.9% 3.9% 3.9%
L iguria 3.9% 4.6% 3.3%
E milia R omagna 3.4% 4.7% 5.0%
Veneto 3.2% 4.2% 5.0%
Apulia 3.0% 4.2% 4.3%
Lombardy 2.8% 3.2% 2.7%
Umbria 2.7% 2.5% 1.3%
Latium 1.6% 1.0% 1.2%
Marches 0.8% 0.8% 0.5%
S ardinia 0.3% 0.3% 0.3%
Total Italy 3.7% 4.2% 3.5%
Abroad 3.5% 5.3% 13.5%
Total 3.7% 4.2% 3.5%

(1) Inclus ive of expected losses.

There was no year-on-year change in the bad
loans: loans ratio (3.7 per cent), but it was down
on December 2004’s figure of 4.2 per cent.
With the exception of Umbria and Latium, there

was a general improvement in the quality of the
Group’s lending throughout its operating
territory.
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BAD LOANS (1) - DISTRIBUTION BY BUSINESS SEGMENT (thousands of Euros)

30/6/05 31/12/04 30/6/04
% % %

Public Administration -                  - -                  - 24                0.0%
Financial Institutions 10,142         2.1% 10,067         2.0% 14,157         3.5%
Non-financial and personal businesses 385,004 80.9% 394,222 80.0% 299,041 74.0%

Agriculture, farming and fishing 3,020          0.6% 3,183          0.6% 3,668          0.9%
Energy products 48               0.0% -                  0.0% 4                 0.0%
Mineral and ferrous and non ferrous metals 1,970          0.4% 1,933          0.4% 1,976          0.5%
Mineral and non metallic products 7,929          1.7% 10,599        2.2% 7,572          1.9%
Chemical products 5,826          1.2% 13,967        2.8% 13,740        3.4%
Metal products 11,584        2.4% 12,463        2.5% 11,084        2.7%
Agricultural and industrial machinery 7,936          1.7% 8,172          1.7% 7,813          1.9%
Office equipment 965             0.2% 1,245          0.3% 1,059          0.3%
Electrical supplies 1,689          0.4% 2,090          0.4% 2,062          0.5%
Means of transport 4,497          0.9% 3,111          0.6% 2,294          0.6%
Food, drink, tobacco 13,847        2.9% 18,303        3.7% 20,182        5.0%
Textiles, leather goods, clothing 7,880          1.7% 7,841          1.6% 7,473          1.8%
Paper, printing and publishing 4,423          0.9% 3,072          0.6% 2,451          0.6%
Rubber and plastic goods 2,240          0.5% 2,551          0.5% 2,692          0.7%
Other industrial products 10,714        2.3% 5,615          1.1% 3,804          0.9%
Building and Public Works 74,014        15.6% 75,086        15.2% 73,120        18.1%
Wholesale & retail trade, salvage and repairs 62,915        13.2% 65,992        13.4% 60,488        15.0%
Hotel and catering services 12,113        2.5% 12,581        2.6% 11,686        2.9%
Transport services 7,249          1.5% 7,994          1.6% 6,124          1.5%
Air and sea transport-realted services 85,180        17.9% 83,716        17.0% 22,540        5.6%
Transport-related services 8,718          1.8% 3,942          0.8% 2,426          0.6%
Communications-related services 903             0.2% 842             0.2% 245             0.1%
Sales-realted services 49,344        10.4% 49,924        10.1% 34,539        8.5%

Private social bodies 852              0.2% 1,154           0.2% 1,879           0.5%
Families 73,722         15.5% 80,827         16.4% 73,230         18.1%
Total residents 469,720 98.7% 486,270 98.7% 388,330 96.1%
Rest of the world 5,958           1.3% 6,622           1.3% 15,771         3.9%
Total 475,678 100.0% 492,892 100.0% 404,101 100.0%

(1) Inclusive of expected losses.

By business segment, the share of bad loans
represented by households dropped from 18.1
per cent in June 2004 and 16.4 per cent in
December 2004 to 15.5 per cent in June 2005.
This fall was tracked by an increase in the share

represented by non finance firms and family
enterprises, which rose from 74 per cent in June
2004 and 80 per cent in December 2004 to
80.9 per cent in June 2005.
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BAD LOANS / LOANS RATIO (1) - DISTRIBUTION BY BUSINESS SEGMENT

30/6/05 31/12/04 30/6/04

P ublic Adminis tration 0.0% 0.0% 0.0%
Financial Ins titutions 2.7% 2.7% 1.3%
Non-financial and personal businesses 5.1% 5.6% 4.6%

Agriculture, farming and fishing 2.9% 3.5% 4.0%
E nergy products 0.0% 0.0% 0.0%
Mineral and ferrous and non ferrous metals 2.3% 1.6% 1.8%
Mineral and non metallic products 4.8% 6.5% 4.4%
Chemical products 7.8% 15.7% 16.2%
Metal products 4.7% 5.1% 5.0%
Agricultural and indus trial machinery 5.1% 5.0% 5.0%
Office equipment 3.4% 4.5% 3.2%
E lectrical supplies 1.6% 2.5% 2.2%
Means of transport 5.8% 4.1% 2.6%
Food, drink, tobacco 6.2% 8.5% 10.0%
Textiles , leather goods, clothing 7.0% 7.0% 6.9%
P aper, printing and publishing 4.6% 3.2% 2.7%
R ubber and plas tic goods 3.4% 3.8% 4.2%
Other indus trial products 9.3% 4.9% 3.3%
Building and P ublic Works 6.4% 6.9% 7.5%
Wholesale & retail trade, salvage and repairs 4.5% 5.0% 4.8%
Hotel and catering services 3.0% 3.3% 3.2%
Transport services 4.3% 5.0% 4.3%
Air and sea transport-realted services 24.4% 23.6% 7.1%
Transport-related services 3.5% 1.5% 0.9%
Communications-related services 0.6% 20.0% 1.7%
S ales-realted services 2.7% 3.0% 2.4%

P rivate social bodies 1.1% 1.9% 3.0%
Families 2.0% 3.0% 3.3%
Total residents 3.6% 4.3% 3.5%
R est of the world 5.5% 2.3% 7.7%
Total 3.7% 4.2% 3.5%

(1) Inclus ive of expected losses.

The bad loans: loans ratio for households
improved, dropping from 3 per cent at
December 2004 to 2 per cent in June 2005;
there were also improvements in the quality of
credit destined to family enterprises: the bad

loans/loans ratio dropped from 5.6 per cent in
December 2004 to 5.1 per cent in June 2005.
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FINANCIAL INSTRUMENTS (thousands of Euros)

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

pro forma pro forma 12/04 p.f. 6/04 p.f.

Financial assets
   A. Financial assets hel for trading 4,101,702 3,535,528 3,574,714 3,433,019 3,507,436 14.7 16.9

 - securities and other short-term assets 3,992,678 3,473,353 3,440,382 3,257,051 3,289,893 16.1 21.4
 - derivatives 109,024 62,175 134,332 175,968 217,543 - 18.8 - 49.9

   B. Financial assets at fair value through profit or loss 582,403 527,672 527,672 472,089 472,089 10.4 23.4
   C. Available for sale 1,151,342 597,054 1,133,441 615,577 1,155,261 1.6 - 0.3
   D. Held-to-maturity investments 2,834 2,907 2,907 2,974 2,974 - 2.5 - 4.7
   E. Hedging derivatives 89,014 23,351 67,528 15,216 16,951 31.8 425.1
   F. Equity investments 99,731 66,980 66,980 63,411 63,411 48.9 57.3
Total financial assets including: 6,027,026 4,753,492 5,373,242 4,602,286 5,218,122 12.2 15.5
          securities and other short-term assets 5,828,988 4,667,966 5,171,382 4,411,102 4,983,628 12.7 17.0
          derivatives 198,038 85,526 201,860 191,184 234,494 - 1.9 - 15.5

Financial liabilities
   A. Financial liabilities held for trading 201,189 73,833 185,444 148,441 223,643 8.5 - 10.0

 - derivatives 201,189 73,833 185,444 148,441 223,643 8.5 - 10.0
   B. Financial liabilities at fair value through profit or loss 582,403 527,672 527,672 472,089 472,089 10.4 23.4
   B. Hedging derivatives 51,615 2,813 49,976 3,782 31,727 3.3 62.7
   C. Capital instruments 11,507 -                  11,402 -                  11,402 0.9 0.9
Total financial liabilities including: 846,714 604,318 774,494 624,312 738,861 9.3 14.6
          securities and other short-term assets 593,910 527,672 539,074 472,089 483,491 10.2 22.8
          derivatives 252,804 76,646 235,420 152,223 255,370 7.4 - 1.0

Figures referring to periods ending prior to 30/6/05 are estimates.

Financial assets totalled euro 6,027 million, an
increase of 12.2 per cent in comparison to
December 2004 (+15.5 per cent in comparison
to June 2004). In particular, whilst there was on
one hand an increase in securities and other
short-term assets to euro 5,829 million
(December 2004: +12.7 per cent; June 2004:
+17 per cent), there was a fall in derivatives to
euro 198 million (December 2004: -1.9 per
cent; June 2004: -15.5 per cent).

Available for sale investments include Carige’s
holding in the Bank of Italy recognised at fair
value under FTA in comparison to the previous
valuation at cost as at 31st December 2004. The
positive variation of  euro 547.5 million arising
on fair value valuation is exempt from tax in
accordance with article 87 of the Consolidated
Tax Law.

Financial liabilities rose by 9.3 per cent over six
months (14.6 per cent over twelve) to euro
846.7 million.
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FINANCIAL ASSETS HELD FOR TRADING (thousands of E uros)

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

pro forma pro forma 12/04 p.f. 6/04 p.f.

A. Securities and other short-term assets 3,992,678 3,473,353 3,440,382 3,257,051 3,289,893 16.1 21.4
     Debt securities 2,890,261
     E quity  securities 256,724
     S hares in collective investment schemes 845,448
     F inancing 245
     Impaired assets

B. Derivatives 109,024 62,175 134,332 175,968 217,543 - 18.8 - 49.9
   F inancial derivatives 107,608 60,147 132,233 174,946 216,591 - 18.6 - 50.3
       term contracts 13,746 32 32 4 4 … …
       swaps 11,020 -                 -                 -                 -                 … … 
       options  acquired 17,107 39,204 39,917 28,997 29,473 - 57.1 - 42.0
        others 65,735 20,911 92,284 145,945 187,114 - 28.8 - 64.9
   Credit derivatives 1,416 2,028 2,099 1,022 952 - 32.5 48.7
       tror 1,252 2,028 1,947 992 952 - 35.7 31.5
       cds 164 -                 152 30 -                 7.9 … 

Total financial assets held for trading 4,101,702 3,535,528 3,574,714 3,433,019 3,507,436 14.7 16.9
   of which : quoted 3,396,181 3,412,476 3,456,092 3,377,446 3,451,290 - 1.7 - 1.6
                    non-quoted 705,521 123,052 118,622 55,573 56,146 … …
F igures  referring to periods  ending prior to 30/6/05 are es timates .

Within assets held for trading, there was an
increase for both securities and other short-term
assets to euro 3,992.7 million (December 2004:
+16.1 per cent; June 2004: +21.4 per cent),

whilst derivative balances dropped to euro 109
million (December 2004: -18.8 per cent; June
2004: -49.9 per cent).

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

pro forma pro forma 12/04 p.f. 6/04 p.f.

B. Derivatives
   F inancial derivatives 199,755 72,201 183,210 147,605 222,499 9.0 - 10.2
       term contracts 10,054 6,161 17,525 1,036 1,036 - 42.6 …
       swap 170,486 41,476 141,015 139,623 214,487 20.9 - 20.5
       options  acquired 19,202 24,564 24,670 6,946 6,976 - 22.2 …
        others 13 -                -                -                -                … … 
   Credit derivatives 1,434 1,632 2,234 836 1,144 - 35.8 25.3
       cds 1,434 1,632 2,234 836 1,144 - 35.8 25.3

Total trading financial liabilities 201,189 73,833 185,444 148,441 223,643 8.5 - 10.0
   of which : quoted 14,079 6 25,161 -                2,511 - 44.0 …
               non-quoted 187,110 73,827 160,283 148,441 221,132 16.7 - 15.4
F igures  referring to periods  ending prior to 30/6/05 are es timates

TRADING FINANCIAL LIABILITIES (thousands of E uros)

Trading financial liabilities totalled euro 201.2
million and are made up entirely by derivatives,
substantially in the form of swaps (87.7 per cent
of the aggregate), which totalled euro 170.5
million. This figure is 20.9 per cent higher than
that recorded at year-end 2004, but 20.5 per
cent lower than June 2004. Option contract
balances amounted to euro 19.2 million, of

which euro 12.6 million refers to options
bifurcated from bonds issued by banks of the
Carige Group.

Available for sale investments amounted to euro
1,151.4 million.
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30/6/05

     Debt securities 512,925
     Equity securities 608,503
     Shares in collective investment schemes 29,914

Total financial investments available for sale 1,151,342
   of which : quoted 207,681
                    non-quoted 943,661

AVAILABLE FOR SALE FINANCIAL INVESTMENTS 
(thousands of Euros)

The value of  derivatives used to hedge risk
exposures amounted to euro 140.6 million at
30th June 2005 and is made up almost entirely
by swaps. Derivative contracts hedging assets
totalled euro 51.6 million, 36.7 per cent of the

aggregate total. Derivatives hedging liabilities
amounted to euro 89 million, 63.3 per cent of
the total.

HEDGING DERIVATIVES AT 30/6/2005 (millions of Euros)

Interest Currency Equity Credits Others Total
rate and gold securities

Positive fair value 89,014    -             -             -             -             89,014    
Financial derivatives 89,014      -                -                -                -                89,014      
   swaps 89,014      89,014      

Negative fair value 43,198    8,417      -             -             -             51,615    
Financial derivatives 43,198      8,417        -                -                -                51,615      
   swaps 43,113      8,417        -                -                -                51,530      
   options acquired 85             -                -                -                -                85             

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

pro forma pro forma 12/04 p.f. 6/04 p.f.

Derivatives used to hedge assets 51,615 2,813 49,976 3,782 34,008 3.3 51.8
Hedging of fair value 51,615 2,813 49,976 3,782 34,008 3.3 51.8
   interest rate 43,198 2,813 34,569 3,782 19,105 25.0 …
   other risks 8,417 -                15,407 -                14,903 - 45.4 - 43.5

Derivatives used to hedge liabilities 89,014 23,351 67,528 15,216 20,270 31.8 …
Hedging of fair value 87,817 20,436 66,057 15,216 20,270 32.9 …
   interest rate 87,817 19,813 66,057 14,620 20,270 32.9 …
   other risks -                623 -                596 -                … … 
Hedging of financial flows 1,197 2,915 1,471 -                -                - 18.6 … 
   interest rate 85 -                -                -                -                … … 
   expected transactions 1,112 2,915 1,471 -                -                - 24.4 … 

DERIVATIVES BY HEDGE TYPE (millions of Euros)

Revaluations referring to trading derivatives
amounted to euro 128.1 million, whilst
writedowns totalled euro 159.9 million; net
trading gains totalled euro 8.9 million. The

subsequent net result was a loss of euro 22.9
million.

With regards to hedging derivative contracts,
revaluations totalled euro 35.3 million and
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writedowns euro 15.3 million. Due to a net
negative variation of the object of negative

cover amounting to euro 19.3 million, the net
result was a gain of euro 0.7 million.

NET RESULT OF DERIVATIVES ACTIVITY
(millions of Euros)

Revaluations Impairment Net trading Net result
allowances gains

1. Trading contracts 128,119 159,944 8,876 - 22,949
1.1 Financial derivatives 127,584 158,754 7,208 - 23,962
1.2 Credit derivatives 535 1,190 1,668 1,013

Revaluations Impairment Net trading Net result
allowances gains

2. Hedging contracts 35,294 15,279 - 19,285 730
2.1 Hedging of assets 5,195 10,681 9,811 4,325
2.2 Hedging of liabilities 30,099 4,598 - 29,096 - 3,595

TOTAL 163,413 175,223 - 10,409 - 22,219
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BUSINESS SEGMENTS RESULTS

Segment reporting reveals the significant
contribution of the corporate segment, which

accounts for just under half of profit on
continuing operations.

BUSINESS SEGMENT (thousands of Euros)

Private e 
Affluent 

Corporate Retail Insurancies Others TOTAL

Net result on financial and insurance business (1) 73,233 61,870 141,241 23,406 74,393 374,143

Operating expenses -41,324 -17,455 -125,257 -17,888 -42,268 -244,192

Profit (loss) from continuing operations 31,909 44,415 15,984 5,518 32,125 129,951

Loans and advantages to banks 1,225,900 1,225,900

Loans and advantages to customers 285,072 5,516,643 5,066,578 147,032 1,640,374 12,655,699

Deposits from banks -                  -                       -                       1,750,669 1,750,669

Customer accounts 3,240,650 117,911 3,321,312 1,598 1,748,077 8,429,548

Debt securities in issue 3,590,412 9,148 711,650 959 2,180,744 6,492,913

(1) Inclus ive of profits  on disposal of inves tments .
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INSURANCE BUSINESS

PREMIUMS-RESERVES-ECONOMIC RESULT (thousands of E uros)

Change

30/6/05 31/12/04

31/12/04 
pro forma 

(1) 30/6/04

30/06/04 
pro forma 

(1)

absolute
6/05     

6/04 p.f.

%
6/05    

6/04 p.f.

Net premiums 263,179 632,025 516,065 308,430 256,557 6,622 2.6%
Accident insurance 218,241 436,103 436,158 225,889 225,889 -7,648 -3.4%
   recognised gross  premiums (+) 264,294 507,464 507,464 249,726 249,726 14,568 5.8%
   premiums ceded to reinsurers  (-) 25,200 53,790 53,790 24,301 24,301 899 3.7%
   variations  (+/-) to premium reserve gross  balances -23,507 -20,335 -20,280 -4,907 -4,907 -18,600 …
   variations  (-/+) to premium reserves  receivable from reinsure 2,654 2,764 2,764 5,371 5,371 -2,717 -50.6%
L ife assurance 44,938 195,922 79,907 82,541 30,668 14,270 46.5%
   recognised gross  premiums (+) 49,656 207,914 91,899 87,842 35,969 13,687 38.1%
   premiums ceded to reinsurers  (-) 4,718 11,992 11,992 5,301 5,301 -583 -11.0%

Technical reserves 1,338,130 1,292,769 1,284,880 1,241,499 1,235,627 102,503 8.3%
Accident insurance 677,072 652,889 651,914 635,249 634,400 42,672 6.7%
   premium reserves 211,475 188,486 187,967 173,057 172,593 38,882 22.5%
   accident reserves 465,056 463,406 463,406 461,197 461,197 3,859 0.8%
   other reserves 541 997 541 995 610 -69 -11.3%
L ife insurance 661,058 639,880 632,966 606,250 601,227 59,831 10.0%
   mathematical reserves 645,844 618,311 618,311 587,677 587,677 58,167 9.9%
   reserves  for amounts  payable 3,057 4,791 4,791 2,073 2,073 984 47.5%
   other reserves 12,157 16,778 9,864 16,500 11,477 680 5.9%

Technical reserve provisions payable by reinsurers 188,447 180,376 180,479 185,810 186,418 2,029 1.1%
Accident insurance 70,113 61,400 61,400 68,938 68,938 1,175 1.7%
   premium reserves 18,459 14,644 14,644 19,418 19,418 -959 -4.9%
   accident reserves 51,654 46,756 46,756 49,520 49,520 2,134 4.3%
L ife assurance 118,334 118,976 119,079 116,872 117,480 854 0.7%
   mathematical reserves 116,851 116,879 116,982 115,916 116,524 327 0.3%
   reserves  for amounts  payable 1,483 2,097 2,097 956 956 527 55.1%

Economic result 5,689 6,146 14,723 3,623 8,938 -3,249 -36.4%
P remiums ex cluding reinsurance 263,179 632,025 516,065 308,430 256,557 6,622 2.6%
Net variations to technical reserves -28,757 -143,707 -38,660 -58,168 -8,775 -19,982 …
Claims incurred and settled 1/1/05 - 30/6/05 -168,640 -360,869 -345,566 -180,130 -172,287 3,647 -2.1%
Balance of other insurance income and expenses -60,093 -121,303 -117,116 -66,509 -66,557 6,464 …

(1) Incluse pro-forma revaluations s temming from the derecognisation of catas trophe and equalisation reserves required by IFR S  4 and the application 
of IAS  32 and IAS  39.

Net premiums rose over interim 2004 by 2.6 per
cent to euro 263.2 million. In detail, net
accident premiums fell 3.4 per cent from euro
225.9 million to euro 218.2 million, whilst life
premiums dropped 46.5 per cent from euro
30.7 to euro 44.9 million.

Technical reserves increased by 8.3 per cent to
euro 1,338.1 million (damage reserves: +6.7
per cent to e 677.1 million; life reserves: +10
per cent to e 661.1 million). Reserve provisions
payable by reinsurers rose from euro 186.4 to
euro 188.4 million (accident reserves: +0.7 per
cent to euro 70.1 million; life reserves. +0.7 per
cent to euro 118.3 million).
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INVESTMENTS IN SUBSIDIARIES AND
ASSOCIATES

YEAR-ON-YEAR VARIATIONS

30/6/05

A. Opening balances 66,980
B. Increases 36,842

B.1   P urchases 34,400
B.2   R ecoveries
B.3   R evaluations
B.4   Other changes 2,442

C. Decreases 4,091
C1.   S ales
C2.   Write-downs
        including:
        - permanent write-downs
C3.   Other changes 4,091

D. Closing balances 99,731

The acquisition stated at B.1 “Acquisitions” of
euro 34.4 million refers to Dafne Immobiliare
Srl controlled by the Group insurance subsidiary
Carige Assicurazioni SpA. The holding classified
as a minor interest is recorded at cost and not
included in the area of consolidation.

The other increase of euro 2.4 million is related
to the increased valuation stemming from the

application of the equity method to the holding
in Autostrada dei Fiori SpA.

The decrease of euro 4.1 million refers to
dividends distributed by Autostrada dei Fiori to
the Carige Group during the first six months of
the year.
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CARIGE GROUP COMPANIES

BASIS OF CONSOLIDATION OF CARIGE GROUP AT 30/6/2005

Name Head Holding Equity ratio Shareholders’ Value Net profit/loss
office Direct Total equity 30/06/2005

(thousands) (thousands) (thousands)
A. Full consolidation

Banking activities
       1. Banca CARIGE SpA Genova     - - - - 
       2. Cassa di Risparmio di Savona SpA Savona    95,90 95,90 95,90 175.387 - 6.183
       3. Banca del Monte di Lucca SpA Lucca      54,00 54,00 54,00 29.239 - 1.845
       4. Cassa di Risparmio di Carrara SpA Carrara (MS) 90,00 90,00 90,00 96.396 - 3.476
       5. Banca Cesare Ponti SpA Milano 51,09 51,09 51,09 22.097 - 948

Financial activities
       6. Carige AM SGR SpA Genova     99,50 100,00 100,00 6.952 - 1.277
       7. Argo Finance One Srl Genova     60,00 60,00 60,00 10 - - 
       8. Priamar Finance Srl Genova 60,00 60,00 60,00 10 - - 
       9. Argo Mortgage Srl Genova - 5,00 5,00 10 - - 
     10. Argo Mortgage 2 Srl Genova - 5,00 5,00 10 - - 

Instrumental activities
    11. Galeazzo Srl Genova     100,00 100,00 100,00 4.053 - 27
    12. Columbus Carige Imm. SpA Genova     99,99 100,00 100,00 37.942 - 311
    13. Imm. Ettore Vernazza SpA Genova     90,00 100,00 100,00 4.026 - 508
    14. Immobiliare CARISA Srl Savona    - 100,00 95,90 1.803 - 13

Trustee activities
    15. Centro Fiduciario SpA Genova     76,93 96,93 96,11 1.071 - 76

Insurance activities
    16. Carige Assicurazioni SpA Milano         98,24 98,24 99,51 183.660 - 1.772
    17. Carige Vita Nuova SpA Genova      100,00 100,00 100,00 52.702 - 1.956

B. Consolidation carried out with the equity method

Banking activities
Frankfurter Bankgesellschaft AG Francoforte 47,50 47,50 47,50 22.654 10.761 - 

Other activities
Autostrada dei Fiori SpA Savona 16,62 20,62 20,46 251.212 51.398 12.159

A. Banca Carige (Parent Company). The Business Report for Banca Carige SpA
follows these consolidated statements.

B. Carige Group banking subsidiaries.

Total financial intermediation activities for
Cassa di Risparmio di Savona (C.R.
Savona) rose 2 per cent over 31st December
2004 to euro 2,559.5 million.

Within TFIA, direct or customer deposits slipped
3.2 per cent to euro 1,025.9 million, following
a 4.8 per cent fall in the short-term component
and a 0.4 per cent rise in the medium/long-term
component. Indirect deposits rose 5.8 per cent
to euro 1,533.6 million. Wealth management
balances rose 5.7 per cent to euro 826.7

million, whilst assets in custody increased 5.8
per cent to euro 706.9 million.

Turning to loans to customers, there were rises
in both the short-term and medium/long-terms
components: the former was up by 13.1 per
cent to euro 596.1 million and the latter by 8.5
per cent to euro 812.8 million.
C.R. Savona’s bad loans:lending ratio improved
over the first six months of the year from 2.7 per
cent at year end 2004 to 2 per cent.
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The value of financial assets totalled euro 405
million, down 4.6 per cent in comparison to the
value recorded at 31/12/04. In particular,
available for sale investments rose by 1.8 per
cent to euro 45.4 million, whereas those held
for trading decreased by 5.3 per cent to euro
359.6 million.

With regards to the income statement,  net profit
rose 14 per cent over December 2004 to euro
6.2 million.

Net interest income fell by 10.9 per cent to euro
16.2 million due to the transfer of a part of
investments from the securities portfolio to
Carige AM dedicated mutual funds (euro 215
million), the proceeds of which are stated at
income statement caption 70 ‘Dividends and
similar earnings’ which at June 2005 totalled
euro 2.1 million (June 2004: euro 0.3 million).

Net commission income rose 12.3 per cent to
euro 10.7 million and the net trading result
moved forward from euro 0.3 million to euro
1.8 million.

Gross operating income rose 7.3 per cent to
euro 30.4 million.

Redress provisions on customer loans fell 11.6
per cent to euro 2 million.

Operating costs were down 7.5 per cent to 18.2
million as a result of reduced provisions for risks
and charges (-euro 1 million), lower
depreciation charges on tangible assets (-euro
0.1 million) and increased net operating income
(+euro 0.2 million).

Total operating income before tax amounted to
euro 10.3 million, an increase of 58.8 per cent
over June 2004’s figure of euro 4.1 million.
After tax (euro 4.1 million), net profit at 30th

June 2005 totalled euro 6.2 million (June 2004:
+14 per cent).

CASSA DI RISPARMIO DI SAVONA (thousands of Euros)

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

(2) pro forma (2) pro forma 12/04 p.f. 6/04 p.f.

BALANCE SHEET
Total assets 1,396,153 1,356,768 1,366,489 1,390,298 1,400,240 2.2% -0.3%
Direct deposits (A) 1,025,933 1,063,901 1,059,438 1,091,492 1,087,166 -3.2% -5.6%
Indirect deposits (B) 1,533,582 1,450,014 1,450,014 1,392,088 1,392,088 5.8% 10.2%
- Wealth management 826,706 781,906 781,906 752,434 752,434 5.7% 9.9%
- Assets in custody 706,876 668,108 668,108 639,654 639,654 5.8% 10.5%
Total financial intermediation activities (A+B) 2,559,515 2,513,915 2,509,452 2,483,580 2,479,254 2.0% 3.2%
Loans and advances to customers (1) 812,813 747,764 748,894 709,225 710,200 8.5% 14.4%
Financial assets 404,984 417,845 422,240 402,270 408,170 -4.1% -0.8%
Capital and reserves 148,514 148,057 148,058 147,681 147,681 0.3% 0.6%

INCOME STATEMENT
Gross operating income 30,431 58,790 58,790 28,349 28,349 7.3%
Net investment income 28,440 55,433 55,433 26,097 26,097 9.0%
Operating profit before tax 10,268 18,300 18,300 6,468 6,468 58.8%
Net profit 6,183 13,587 13,587 5,422 5,422 14.0%

RESOURCES
Branches 46 46 46 46 46 0.0% 0.0%
Staff 434 437 437 428 428 -0.7% 1.4%
(1) Excluding value adjustments
(2) Figures calculated in compliance with IAS-IFRS with the exception of IAS 32 and IAS 39.

Banca del Monte di Lucca (BML) recorded
an increase in financial intermediation activities
of 7.9 per cent in comparison December 2004
to euro 791.7 million.

Within TFIA, direct deposits rose 9.4 per cent to
euro 496.2 million, whilst indirect deposits grew
5.4 per cent to euro 295.5 million. Within

indirect deposits, asset management balances
reached euro 119.2 million (+8.4 per cent) and
assets in custody totalled euro 176.3 million
(+3.5 per cent).

Loans and advances to customers increased by
9.3 per cent in the first half of the year to euro
477.4 million.
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Medium/long-term lending accounts for 65.5
per cent of the aggregate total; short-term
credits fell slightly to euro 148.6 million (-0.2
per cent).

Financial assets increased by 3.2 per cent over
December 2004 to reach euro 91.7 million.

In particular, available for sale investments rose
9.7 per cent and those held for trading
increased by 3.1 per cent.

Net profit for the period was substantially in line
with the previous interim result at euro 1.8
million.

Net interest income rose 3 per cent to euro 8.1
million.

Net commission income increased 14.2 per cent
to euro 3.3 million, dividends and similar
revenues rose from euro 20,000 to euro

492,000 and net trading income moved from
euro 128,000 to euro 413,000; the net result
on hedging activity was negative at  -euro
59,000 (June 2004: +euro 15,000).

Gross operating income rose 11 per cent to
euro 12.2 million.

Impairment loss on loans and advances and
other credit risk provisions amounted to euro
1.6 million, up 17 per cent over 31/12/04.

There was an increase in operating costs of 4.3
per cent to euro 7.2 million following a rise in
administrative charges of 6 per cent to euro 7.8
million.

Pre-tax profit was 25.8 per cent higher than
June 2004 at euro 3.5 million. After tax of euro
1.7 million, interim net profit was euro 1.8
million.

BANCA DEL MONTE DI LUCCA (thousands of Euros)

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

(2) pro forma (2) pro forma 12/04 p.f. 6/04 p.f.

BALANCE SHEET
Total assets 630,577 592,252 586,412 521,711 516,566 7.5% 22.1%
Direct deposits (A) 496,211 455,792 453,666 409,431 407,397 9.4% 21.8%
Indirect deposits (B) 295,450 280,330 280,330 268,746 268,746 5.4% 9.9%
- Wealth management 119,178 109,983 109,983 100,543 100,543 8.4% 18.5%
- Assets in custody 176,272 170,347 170,347 168,203 168,203 3.5% 4.8%
Total financial intermediation activities (A+B) 791,661 736,122 733,996 678,177 676,143 7.9% 17.1%
Loans and advances to customers (1) 477,402 436,728 436,728 384,093 384,093 9.3% 24.3%
Financial assets 91,742 92,528 88,903 96,683 92,907 3.2% -1.3%
Capital and reserves 27,393 32,404 27,340 32,373 27,314 0.2% 0.3%

INCOME STATEMENT
Gross operating income 12,196 23,145 10,993 10.9%
Net investment income 10,654 20,837 9,649 10.4%
Operating profit before tax 3,495 6,832 2,779 25.8%
Net profit 1,845 3,879 1,854 -0.5%

RESOURCES
Branches 19 19 19 0.0% 0.0%
Staff 151 146 144 3.4% 4.9%
(1) Excluding value adjustments
(2) Figures calculated in compliance with IAS-IFRS with the exception of IAS 32 and IAS 39.

Cassa di Risparmio di Carrara (C.R.
Carrara) brought in a 1.6 per cent in TFIA rise
to euro 1,487.1 million in comparison to
December 2004.

Customer deposits rose 3.6 per cent to euro
839.6 million, whilst there was a smaller
increase for in direct deposits of 0.8 per cent to

euro 647.5 million. Within indirect deposits,
wealth management increased by 2.9 per cent
to euro 647.5 million, whereas assets in custody
fell 4.2 per cent to euro 323.4 million.

Loans and advances to customers dropped 1.7
per cent to euro 759.7 million; medium/long-
terms loans were up 0.4 per cent over
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December 2004 to euro 407.6 million and now
account for 53.6 per cent of C.R. Carrara’s loan
portfolio. Short-terms credits were down 4.5 per
cent to euro 320.9 million.

Financial assets fell 6.8 per cent to euro 154.7
million.

In particular, available for sale investments rose
0.2 per cent, whilst assets held for trading and
hedging derivatives both fell, respectively by 7.1
and 18.8 per cent.

Net profit rose 16.6 per cent to euro 3.5 million
in comparison to the previous June’s resuls.

Net interest income was in line with the figure
recorded in June 2004 at euro 15.4 million.

Net commission income rose 4.1 per cent to
euro 6.9 million. There were rises also for net
trading income (from euro 0.1 million in June
2004 to euro 0.6 million) and dividends (from
euro 35,000 to euro 596,000).

Gross operating income ended the period up
5.2 per cent at euro 23.8 million.

Provisions for credit impairment rose 55.9 per
cent o euro 1.3 million.

Operating costs fell by 1 per cent to euro 16.1
million as a result of reduced administrative
charges (-1.3 per cent).

CASSA DI RISPARMIO DI CARRARA (thousands of Euros)

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

(2) pro forma (2) pro forma 12/04 p.f. 6/04 p.f.

BALANCE SHEET
Total assets 1,269,048 1,258,606 1,266,369 1,219,881 1,227,405 0.2% 3.4%
Direct deposits (A) 839,634 816,814 816,014 812,145 805,831 2.9% 4.2%
Indirect deposits (B) 647,486 652,703 652,703 641,698 641,698 -0.8% 0.9%
- Wealth management 324,083 314,951 314,951 309,840 309,840 2.9% 4.6%
- Assets in custody 323,403 337,752 337,752 331,858 331,858 -4.2% -2.5%
Total financial intermediation activities (A+B) 1,487,120 1,469,517 1,468,717 1,453,843 1,447,529 1.3% 2.7%
Loans and advances to customers (1) 759,738 772,879 772,879 770,286 770,286 -1.7% -1.4%
Financial assets 154,716 155,261 166,003 146,773 157,153 -6.8% -1.6%
Capital and reserves 92,919 100,398 101,745 105,460 106,875 -8.7% -13.1%

INCOME STATEMENT
Gross operating income 23,770 45,725 22,605 22,605 5.2%
Net investment income 22,465 43,822 21,770 21,770 3.2%
Operating profit before tax 6,415 10,733 5,552 5,552 15.5%
Net profit 3,476 5,437 2,982 2,982 16.6%

RESOURCES
Branches 33 33 33 33 0.0% 0.0%
Staff 360 364 365 365 -1.1% -1.4%
(1) Excluding value adjustments
(2) Figures calculated in compliance with IAS-IFRS with the exception of IAS 32 and IAS 39.

Banca Cesare Ponti SpA recorded a 2.7 per
cent increase in its total financial intermediation
activities, which amounted to euro 942.4 million
at 30th June 2005.

Customer deposit balances rose 2.7 per cent to
euro 246.7 million and indirect deposits ended
the period at euro 695.7 million (+2.6 per
cent). Within indirect deposits, wealth
management reached euro 256 million (+13.9
per cent), whilst assets in custody slipped 2.9 per
cent to euro 439.7 million.

Lending to customers amounted to euro 176.2
million, substantially unchanged over December
2004.

Medium/long-term lending (euro 80.3 million)
accounts for 45.6 per cent of the aggregate
total; short-term credits totalled euro 79.2
million, 7.9 per cent lower than at year-end
2004.

Financial assets rose 63.3 per cent to euro 71.5
million. In particular, available for sale financial
instruments rose 2.2 per cent and those held for
trading increased by 66.1 per cent.
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Net profit for the period rose 75.7 per cent in
comparison to the previous interim result to euro
0.9 million.

Net interest income rose from euro 1.1 million
in June 2004 to euro 3.4 million. It should be
noted that during the first six months of 2004,
two “Total Return Equity Swap” transactions
were performed, which resulted in an increase in
interest charges and dividends of euro 2.3
million. Excluding these transactions, net interest
income as at 30/6/04 would have been euro
3.3 million, in line with interim 2005.

Net commission income rose 21.5 per cent to
euro 2.9 million, whilst net trading income
totalled euro 1.3 million (December 2004: euro
1.1 million).

Gross operating income rose by 17.5 per cent
to euro 8.2 million.

Net provisions for credit losses fell 73.2 per cent
to euro 100,000.

Operating costs rose 5.1 per cent to euro 6.7
million as a result of increased staff expenses,
up 12.6 per cent o euro 3.9 million.

Pre-tax profit amounted to euro 1.5 million,
euro 0.3 million higher than June 2004. After
tax (euro 0.6 million), net profit at 30th June
2005 amounted to euro 0.9 million, 75.7 per
cent higher than June 2004.

BANCA CESARE PONTI (thousands of E uros)

Change %
30/6/05 31/12/04 31/12/04 30/6/04 30/6/04 6/05 6/05

(2) pro forma (2) pro forma 12/04 p.f. 6/04 p.f.

BALANCE SHEET
Total assets 305,602 274,566 272,315 263,002 260,846 12.2% 17.2%
Direct deposits (A) 246,705 240,631 240,309 226,619 226,399 2.7% 9.0%
Indirect deposits (B ) 695,688 677,739 677,739 648,518 648,518 2.6% 7.3%
- Wealth management 255,988 224,839 224,839 213,618 213,618 13.9% 19.8%
- Assets  in cus tody 439,700 452,900 452,900 434,900 434,900 -2.9% 1.1%
Total financial intermediation activ ities (A+B) 942,393 918,370 918,048 875,137 874,917 2.7% 7.7%
Loans and advances to customers (1) 176,188 176,078 176,078 174,310 174,310 0.1% 1.1%
F inancial assets 71,473 43,851 43,770 50,788 50,693 63.3% 41.0%
Capital and reserves 21,149 23,028 20,910 18,989 17,242 1.1% 22.7%

INCOME STATEMENT
Gross operating income 8,222 14,117 7,000 7,000 -41.8% 17.5%
Net investment income 8,144 11,189 6,628 6,628 -27.2% 22.9%
Operating profit before tax 1,499 -1,598 285 285 … …
Net profit 948 -825 540 540 … 75.7%

RESOURCES
Branches 4 4 4 0.0% 0.0%
S taff 112 119 118 -5.9% -5.1%
(1) E xcluding value adjus tments
(2) F igures  calculated in compliance with IAS -IFR S  with the exception of IAS  32 and IAS  39.
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C. Insurance subsidiaries

CARIGE ASSICURAZIONI (thousands of Euros)
Change %

30/6/05 31/12/04 30/6/04 6/05 6/05
12/04 6/04

A. Total shareholders' equity under Italian GAAP 178,987 181,259 161,821 -1.3 10.6

B. Variations
    - Financial assets held for trading 2,648 -             -            
    - Financial assets available for sale -9,546 -             -            
    - Tangible and intangible assets -1,823 -1,319 -749
    - Tax assets and liabilities 3,065 564 307
    - Severance pay commitments / Other risks and charges 52 -74 113
    - Other assets / liabilities -45 -             -            

C. Total shareholders' equity under IAS/IFRS 173,338 180,430 161,492 -3.9 7.3
Absolute variation (Italian GAAP) -5,649 -829 -329
Percentage variation (Italian GAAP) -3.2% -0.5% -0.2%

A. Net profit under Italian GAAP 558 9,074 1,836 -69.6

B. Variations
    - Net trading income -1,301 -             -            
    - Operating costs -423 -1,142 -385
    - Tax for the period 2,938 467 210

C. Net profit under IAS/IFRS 1,772 8,399 1,661 6.7
Absolute variation (Italian GAAP) 1,214 -675 -175
Percentage variation (Italian GAAP) 217.6% -7.4% -9.5%

CARIGE VITA NUOVA (thousands of Euros)
Change %

30/6/05 31/12/04 30/6/04 6/05 6/05
12/04 9/04

A. Total shareholders' equity under Italian GAAP 51,586 53,613 51,075 -3.8 1.0

B. Variations
    - Financial assets held for trading 7,811 6,550 -            
    - Financial assets available for sale 4,384 -             -            
    - Technical reserves charged on reinsurers 5,732 -             -            
    - Tangible and intangible assets -1,551 -1,290 -981
    - Tax assets and liabilities -661 -1,915 408
    - Severance pay commitments / Other risks and charges -110 -118 -115
    - Other assets / liabilities -14,490 -             -            

C. Total shareholders' equity under IAS/IFRS 52,701 56,840 50,387 -7.3 4.6
Absolute variation (Italian GAAP) 1,115 3,227 -688
Percentage variation (Italian GAAP) 2.2% 6.0% -1.3%

A. Net profit under Italian GAAP 1,622 4,013 1,475 10.0

B. Variations
    - Net commissions 933 -             -            
    - Net rading income 2,609 -             -            
    - Net premiums -26,500 -             -            
    - Other expenses and revenues from insurance management -54,617 -             -            
    - Net result on financial assets designated at fair value 78,927 -             -            
    - Operating costs -823 -449 -137
    - Tax for the period -196 168 51

C. Net profit under IAS/IFRS 1,955 3,732 1,389 40.7
Absolute variation (Italian GAAP) 333 -281 -86
Percentage variation (Italian GAAP) 20.5% -7.0% -5.8%
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D. Finance subsidiaries

The Carige Group’s wealth management
company Carige Asset Management SGR
SpA (Carige AM) became fully operational in
2004 via the completion and implementation of
strategic business and product development and
acquisition programmes.

In the area of collective investment schemes, on
24th January 2005 the first fund funds Carige
Mosaico Obbligazionario Misto and Carige
Mosaico Bilanciato Obbligazionario of the new
Carige Mosaico System were launched. The start
of the year also saw the integration of securities
and fund management lines managed on behalf
of Banca Carige into those  acquired by Carige
from C.R. Carrara.

At 30th June Carige AM managed 14 fully
operational fund lines, (12 of which are targeted
at the retail segment, two aimed at institutional
investors), 26 private banking lines (securities
and fund management products), in addition to
three “Gestilink” life assurance management
schemes on behalf of an institutional body. Total
assets under management rose continuously
during the first half of the year and amounted to
euro 7.2 billion.

This growth was due mainly to expansion in
collective investment schemes, the total of which
rose from euro 4.5 to euro 5.5 million. More
subdued growth in private banking product lines
was principally as a result of product line
purchases from C.R. Carrara, which offset
continuing negative net fund balances. There
was, however, a slight increase in the value of
assets managed under the Gestilink
programme.

With regards to collective investment schemes,
net amounts collected totalled euro 901 million.
In comparison to the first quarter of 2005, there
was solid growth in investment flows to bond
funds, especially in the short-term component,
whilst the net result of flows directed to share
funds, despite satisfactory performances, was

negative. This negative result affected the overall
composition of collective schemes: bond funds
now account for 56 per cent and Carige’s
“Monetario euro” fund 39 per cent (assets under
management amounting to more than euro 2
billion); there was a parallel fall in the weight of
share funds.

The company’s fully operational status allied to
rigorous cost containments meant that at 30th

June it recorded an interim net profit of euro
1,277,485. Gross operating income was euro
4.56 million and derived from the following:

- commission income: euro 18,902,219,
of which euro 18,030,623 from
collective investment schemes;

- commission expenses: euro
14,342,131, of which euro 13,766,118
in placement fees.

The main items relating to operating costs are:

- staff charges relating to Carige Group
personnel transferred to the company:
euro 776,206;

- outsourcing costs: euro 856,776.

Following value adjustments totalling euro
27,675, of which euro 22,591 refer to
intangible assets and euro 4,724 to tangible
assets, net operating income amounted to euro
1,966,345.

Net income on financial transactions, in the
form principally of income stemming from
investment of the company’s liquid assets,
amounted to euro 113,700; extraordinary
charges totalled euro 8,190, made up for the
most part by increased tax referring to previous
periods.

Tax for the period totalled euro 794,370 (IRES:
675,323; IRAP: euro 119,047). Net profit at
30th June 2005 amounted to euro 1,277,485.
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CARIGE A.M. SGR (thousands of Euros )

30/06/05 31/12/04 30/06/04

INTERMEDIATION
Assets under management 7,171,760 6,129,500 1,470,100
   - Mutual funds 5,520,100 4,526,800 85,700
   - Private banking (securities and fund management) 1,378,460 1,334,100 1,384,400
   - Insurance products 273,200 268,600 -                    
     Total after duplications 6,590,000 5,460,400 1,469,900
Total assets 16,795 11,240 5,570
Capital and reserves 5,675 5,377 5,127

INCOME STATEMENT
Gross operating income 4,560 2,750 481
Operating costs 2,566 2,281 789
Operating income 2,072 530 -263 
Net profit 1,277 321 -268 

RESOURCES
Staff 21 20 17

Figures at 31/12/04 and 30/6/05 calculated in compliance with IAS/IFRS with the exception of IAS 32 and IAS 39
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RISK MANAGEMENT

Although each banking subsidiary of the Banca
Carige Group has its own risk management
procedures, the parent company is responsible
for the integrated management of all risk areas
(credit, market, interest, liquidity, operational).

In the area of credit risk, internal credit rating of
the Group’s customers continued during the first
six months of the year.

In particular, the model to be used in rating
small and medium-sized enterprises (SMEs) was
finalised and its output was integrated in the
production of probability of default (PD)
markings and checked on a monthly basis in the
course of credit pricing procedures.

With regards to the Group’s other business
segments, the credit rating of large corporate
clients was carried out on the basis of data from
the Italian credit risk data bank (SICR), whilst
rating of retail customers (small businesses and
private), analyses (uni- and multi-varied) by
product type was completed and the first
customer-based analyses were completed with
the assignments of probability of default ratings
for this segment completed. Here too, the output
was integrated into a broad credit pricing data
base.

The calculation of loss given default (LGD)
ratings by customer segment and product type
continued.  LGD projections are corrected by a
multiplier that also takes into account the cure
rate lending exposures. Here too LGD estimates
were tested for their utilisation in product and
credit pricing processes. During the first months
of the year, an econometric model was defined
for the calculation of exposure at default (EAD).

The Group’s credit risk project includes the
creation of a data which will be used to provide
the output necessary to generate ratings. This
data warehouse represents the centralised

information source for those elements (input,
output, functions, intermediate data) necessary
to maintain the optimal working of the Group-
wide credit risk management system.

Banca Carige also put into place a project for
the calculation of adjusted risk pricing, which
focuses on Carige’s small and medium-sized
business customers. Output generated by credit
risk models (PD and LGD) will be used in pricing
calculations that also take into account
customer credit risk levels.

The next phases of the project to be carried out
during the second half of 2005 include the
consolidation of the internal EAD model, the
establishment of fully running monthly data
extraction procedures for calculation engines,
and the implementation of the portfolio model
for the calculation of assets at risk in the event of
an unexpected loan loss.

During the first six months of the year, credit
policy continued to be consistent with Carige’s
retail vocation. Particular attention was placed
on families, craftsmen, shopkeepers, and small
and medium-sized businesses. Ties with our
corporate clients were strengthened thanks to
the network of corporate advisors assigned to
medium-sized businesses. Another significant
example of innovation in Carige’s lending policy
and proof of the strategic importance this activity
has and will have for the Bank is corporate
finance; in this area Banca Carige intends to be
a reference point for businesses in the supply of
innovative services. The established policy of
diversification was favoured during the year by
continued expansion of the Group’s traditional
distribution network. Whilst maintaining its
traditional support for the Ligurian economy,
Carige extended its lending activities into new
areas with the aim of exploiting the business
opportunities on offer.

 The Carige Group’s solvency ratios are all in
line with levels foreseen by Bank of Italy
indicators currently in force. Total capital at 30th

June 2005 amounted to euro 1,229.3 million.
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BREAKDOWN OF TOTAL CAPITAL (thousands of Euros)

30/6/05 31/12/04 30/6/04

Tier 1 Capital: positive elements eligible for 
inclusion (a) 1,603,651 1,586,264 1,561,583
Share capital 1,113,327 1,113,327 1,113,327
Reserves 227,385 209,998 189,490
Additional paid-in capital 262,839 262,839 258,666
General banking risks fund 100           100           100           

Tier 1 capital: negative elements (b) 657,081 668,054 691,376
Goodwill 624,755 634,269 620,371
Other negative elements 32,326 33,785 71,005

Total Tier 1 capital (c = a-b) 946,570 918,210 870,207

Supplementary capital (d) 520,693 518,099 512,936

Reductions (e) 237,947 (1) 237,332 (1) 215,265 (1)

Total core capital (c+d-e) 1,229,316 (1) 1,198,977 (1) 1,167,878 (1)

(1) As requested by regulators, this item includes writedown in equity investment in subsidiary Carige Assicurazioni SpA
(176,231 thousand euros) and the same subsidiary’s subordinated bond issue subscribed by Banca Carige (47,254
thousand euros). Excluding these deductions, total capital would amount to 1,452,801 thousands of  euros.
 
The share of total capital destined to credit and
market risks amounts to euro 1,028.5 million
(83.7 per cent of the total). Consequently,
taking into account other prudential provisions,
euro 151.8 million is in excess to regulatory
requirements.

In February 2005, Banca Carige issued a
subordinated loan of euro 80 million which
though not calculable as part of total capital is
considered as tier 3 capital on the basis of its
risk containment function.
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TOTAL CORE CAPITAL AND SOLVENCY RATIOS (thousands of Euros)

30/6/05 31/12/04 30/6/04

Core capital
Tier 1 capital 946,570 918,210 870,207
Tier 2 capital 520,693 518,099 512,936
Deductions -237,947 -237,332 -215,265
Total capital 1,229,316 1,198,977 1,167,878

Weighted assets
Credit risk 11,564,550 10,835,575 10,462,025
Market risk 1,291,813 924,675 1,204,238
Other prudential requirements 612,163 679,425 369,750
Total weighted assets 13,468,525 12,439,675 12,036,013

Subordinated loans covering market risks (Tier 3) 79,961 - -

Solvency ratios (%)
Tier 1 / Weighted assets for credit risk 8.19% 8.47% 8.32%
Total capital / Weighted assets for credit risk (1) 10.63% 11.07% 11.16%

Tier 1 capital / Total weighted assets (2) 7.03% 7.38% 7.23%
Total capital / Total weighted assets (1) (2) 9.72% 9.64% 9.70%

(1) As requested by regulators, amounts include writedown of euro 176,231,000 to holding in the insurance subsidiary
Carige Assicurazioni and the same subsidiary’s subordinated loan issue subscribed by Banca Carige (euro 47,253,000).
Excluding this deduction, total capital at 30/6/05 would rise to euro 1,452,800,000 with related rises in the total
capital/weighted assets for credit risk from 10.63 to 12.56 per cent, and total capital/total weighted assets ratios from 9.72
to 11.38 per cent. .
(2) Total weighted assets include credit and market risks.
  
Under IAS application, the Group’s total capital
rises by around euro 328 million at 30th June
2005. This increase derives from the application
of prudential filters and, in particular, from a
positive variation in the valuation of intangible
assets and Banca Carige’s equity investment in
the Bank of Italy.

It should be noted that in the event of a share
capital increase, with regards to valuation
reserves, that part of the positive variation
deriving from the valuation of intangible assets
(euro 164,8 million) would be calculable as Tier
1 rather than Tier 2 capital.
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30/6/05 30/6/05 31/12/04 31/12/04
ante IAS post IAS (1) ante IAS post IAS (1)

Tier 1 Capital: positive elements eligible for inclusion (a1,603,651 1,653,417 1,586,264 1,613,680
Share capital 1,113,327 1,295,751 1,113,327 1,295,751
Reserves 227,385 94,827 209,998 55,090
Additional paid-in capital 262,839 262,839 262,839 262,839
General banking risks fund 100 -                100 -                

Tier 1 capital: negative elements (b) 657,081 683,237 668,054 681,356
Goodwill 624,755 651,105 634,269 647,191
Other negative elements 32,326 32,132 33,785 34,165

Prudential clarification on Tier 1 capital -             17,721 -             26,756

Total Tier 1 capital (c = a-b+c) 946,570 987,901 918,210 959,080

Supplementary capital (d) 520,693 807,678 518,099 800,614

Reductions (e) 237,947 (2) 237,947 (2) 237,332 (2) 237,332 (2)

Total core capital (c+d-e) 1,229,316 (2) 1,557,632 (2) 1,198,977 (2) 1,522,362 (2)

(1) Taking into account the possible benefits deriving from utilisation of provisions foreseen by article 7, paragraph  6, Law 38/2005.

CONSOLIDATED TOTAL CORE CAPITAL:ESTIMATED IMPACT IAS COMPLIANCE          
(thousands of Euros)

(2) As requested by regulators, amounts include writedown of euro 176,231,000 to holding in the insurance subsidiary Carige Assicurazioni
and the same subsidiary’s subordinated loan issue subscribed by Banca Carige (euro 47,253,000). Excluding this deduction, total capital
under Italian GAAP at 30/6/05 would rise to euro 1,452,800,000, whilst under IAS the figure would be euro 1,781,116,000.

 
 

 

30/6/05 30/6/05 31/12/04 31/12/04
ante IAS post IAS (1) ante IAS post IAS (1)

Core capital
Tier 1 capital 946,570 987,901 918,210 959,080
Tier 2 capital 520,693 807,678 518,099 800,614
Deductions -237,947 -237,947 -237,332 -237,332
Total capital 1,229,316 1,557,632 1,198,977 1,522,362

Weighted assets
Credit risk 11,564,550 12,005,210 10,835,575 11,294,670
Market risk 1,291,813 1,560,800 924,675 1,040,130
Other prudential requirements 612,163 303,590 679,425 370,850
Total weighted assets 13,468,525 13,869,600 12,439,675 12,705,650

Subordinated loans covering market risks (Tier 3) 79,961 79,961 - -

Solvency ratios (%)
Tier 1 / Weighted assets for credit risk 8.19% 8.23% 8.47% 8.49%
Total capital / Weighted assets for credit risk (2) 10.63% 12.97% 11.07% 13.48%

Tier 1 capital / Total weighted assets (3) 7.03% 7.12% 7.38% 7.55%
Total capital / Total weighted assets (2) (3) 9.72% 11.81% 9.64% 11.98%

(1) Taking into account the possible benefits deriving from utilisation of provisions foreseen by article 7, paragraph  6, Law 38/2005.
(2) As requested by regulators, amounts include writedown of euro 176,231,000 to holding in the insurance subsidiary Carige Assicurazioni and
the same subsidiary’s subordinated loan issue subscribed by Banca Carige (euro 47,253,000). Excluding this deduction, total capital under
Italian GAAP at 30/6/05 would rise to euro 1,452,800,000, whilst under IAS the figure would be euro 1,781,116,000 with related rises in the
total capital/weighted assets for credit risk from 10.63 to 12.56 per cent, and total capital/total weighted assets ratios from 9.72 to 11.38 per
cent. 
(3) Total weighted assets include both credit and market risks

CORE CAPITAL AND SOLVENCY RATIOS: ESTIMATED IMPACT IAS COMPLIANCE             
(thousands of Euros)
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Market risk is measured for all the banks
of the Group with the exception of Banca
Cesare Ponti in terms of VAR (Value at
Risk), which is calculated on a daily basis.
VAR is calculated by the Risk Management
Office, part of Banca Carige’s Planning
and Control Department.

During the first six months of 2005, overall
average VAR referring to the entirety of
Banca Carige’s securities and derivatives
portfolio was calculated at euro 12.3
million.

Trend recordered by VaR
Banca Carige Group
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Interest-rate risk is analysed utilising:

• gap analysis evaluates earnings
exposure by subtracting interest rate sensitive
liabilities in a time band from the corresponding
interest rate sensitive assets so producing a
repricing gap for that time band. This gap can
be multiplied by an assumed change in interest
rates to yield an approximation of the change in
net interest income that would result from an
interest rate movement;
• duration analysis is based on an
economic value approach and measures the
sensitivity of the market value of assets to
external variations in interest rates. The assets
duration indicator – the difference between
interest-rate sensitive assets and liabilities –
provides an approximation of a percentage loss
in the capital account resulting from an interest-
rate movement;
• sensitivity analysis analyses the market
value of the Bank’s assets in response to
changes in interest rates. The analysis aims at
evaluating the market value of assets in a
scenario of interest-rate variations;
• maximum probable loss analysis seeks to
quantify the maximum probable value loss of the
Bank’s assets in a defined period of time. In
practice this analysis represents the extension of
VAR techniques to the Bank as a whole.

Gap analysis in particular measures on a
monthly basis changes in interest rates on the
basis of risk exposure to a particular position at

a particular date (a so-called static simulation).
The analysis is carried out using three
complementary methodologies which provide,
as one moves from the first to the third, more
sophisticated levels of management information.
Incremental gap evaluates the impact on net
interest income stemming from a change in
interest rates (up or down) with a parallel
movement in the Bank’s interest rates at the
moment of repricing. The second, incremental
beta gap, analyses the response on the part of
the Bank’s administered interest rates on sight
positions to external variations in market rates.
The coefficients generated are regularly updated
on the basis of historical trends in administered
and external rates. Shifted beta gap analysis
takes into consideration the fact that
administered rates are sticky and do not respond
immediately to variations in market rates.

Data at 30th June 2005 reveal, on the basis of a
twelve-month time band, shifted gap analysis, a
loss in net interest income of euro 23.6 million
generated by a 1 per cent fall in interest rates,
and a gain of euro 25.7 million with a 1 per
cent rise in rates. Average data for the half year
period show a loss of euro 32.2 million
accompanying a 1 per cent drop in rates and a
gain of euro 31.2 million stemming from a 1
per cent rise.

Average values recorded for the first half of
2005 are summarised in the table below:

Shock: -1% Shock: +1%
Off-balance Total Off-balance Total

Sight Term sheet Sight Term sheet

a - Incremental gap 44.2 -36.5 0.8 8.6 -52.6 35.0 -0.7 -18.3

b - Incremental β gap 1.8 -36.5 0.8 -33.9 -5.1 35.0 -0.7 29.2

c - Shifted  β Gap 3.5 -36.5 0.8 -32.2 -3.1 35.0 -0.7 31.2

β  : Indicator of elasticity with regards to estimated variations in interest rates on sight positions.

Balance-sheet Balance-sheet

The overall average impact of a one percent fall
in interest rates (euro 32.2 million) represents
6.52 per cent of interim net interest income
(euro 493.3 million).

Liquidity risk is evaluated by analysing overall
the total of interest-rate sensitive assets and
liabilities (excluding sight positions) and by a
focused analysis of the medium/long-term
component. With regards to this medium/long-
term component, the gap between

medium/long-term lending and borrowing is
analysed in terms of total stock and the flows of
maturing positions. In this way, Banca Carige is
in a position to make informed funding policy
decisions with regards to ordinary bond issues or
more sophisticated fund raising transactions on
international markets.

The subject of operational risks is under
discussion both within the international banking
industry itself and amongst international
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regulators. The objective of these discussions is
to design a framework of credit risk mitigation
techniques and corresponding capital adequacy
ratios. New guidelines by the Basel Committee
(Basel 2) to be introduced from 2006 have
meant banks having to put into place systematic
data collection processes regarding operational
losses also when adopting the standard
approach. In addition, processes for the
collection of such data are a pre-requisite of the
Italian Operational Losses database (DIPO) set
up by ABI - the Italian Banking Association.
Banca Carige along with the banking
subsidiaries C.R Savona, B.M. Lucca and C.R.
Carrara participate in this scheme. The inclusion
of Banca Cesare Ponti is expected in 2006.

Participation is not only useful for the Banca
Carige Group from a regulatory perspective, but
also as a means of evaluating more effectively
the profit:risk ratios for each line of activity
foreseen by the Basel Committee.

A Group-wide series of measures have been
defined in order to limit the economic risks and
effects stemming from an interruption in the
Group’s business activities. Initial
implementation of contingency and disaster
recovery actions (strengthening of controls,
assignment of alternative work stations, etc.) is
expected to begin during the second half of
2005.

RESOURCES MANAGEMENT

The distribution of the Banca Carige Group’s
products and services is based on an integrated
three-legged multi-channel distribution system:
traditional; remote; mobile.

The traditional distribution channel is
made up by our branch network and a network
of private and corporate banking advisers.

The number of Banca Carige Group branches
at 30th June 2005 remained unchanged in
comparison to the figure at 31/12/04: in total
495 branches, 245 in Liguria, with the
remaining 250 in other Italian regions. The
Group’s presence is particularly strong in
Tuscany (53 branches), Lombardy (40
branches), Sicily (38 branches), Piedmont ( 35
branches) and Latium (33 branches).

The rapid and continuing evolution of financial
markets, structurally low interest rates, and the
availability of a large range of financial
instruments combine to make the job of wealth
management and lending to businesses all the
more complex. For this reason, the Carige
Group has established a personalised financial
consultancy service for private affluent clients,
which offers differentiated service and attractive
returns. At 30/6/05, the network consisted of
37 Banca Carige operational districts and one
C.R. Savona district (in total, 113 consultants).

The Corporate Consultancy Service is offered to
medium and large businesses and at 30th  June
2005, there were 84 consultants operating over
38 districts situated in Liguria, Tuscany,
Lombardy, Piedmont, Emilia Romagna and
Marches.

Traditional or physical distribution also includes
the Group’s 399 insurance offices situated
throughout the country.

With regards to remote channels, the number
of fully-automated branches of the
“Bancacontinua” network remained at 14, whilst
the number of ATM-Bancomat cash points
amounted to 599, one more than at the end of
2004.

The need to provide our customers with access
to banking services outside the normal business
hours of branches has led to the development of
alternative channels of distribution. The Group’s
on line services include the Internet and call
centre, with almost 79,000 subscriptions at
30/6/05.

The Carige Group’s mobile channels are
made up principally by the Group’s insurance
agents. Thanks to rulings made by both the
Bank of Italy and the Italian insurance industry
regulator ISVAP, Banca Carige and Banca del
Monte di Lucca stipulated with the Group’s two
insurance companies – Carige Assicurazioni and
Carige Vita Nuova – agreements for the
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distribution of Carige banking products at the
offices of the insurance companies.  A total of
273 insurance agents offices have signed these
agreements, which aim not only to find new
customers, but also to revitalise contacts with

existing customers in terms of fidelity and net
worth for the Group

BRANCH NETWORK

A) TRADITIONAL CHANNELS
30/6/05 31/12/04 30/6/04

number Q% number Q% number Q%

NORTHWEST 320 64.6 320 64.6 317 64.6
Liguria 245 49.5 245 49.5 246 50.1
  - Genoa 136 27.5 136 27.5 137 27.9
  - Savona 60 12.1 60 12.1 60 12.2
  - Imperia 28 5.7 28 5.7 28 5.7
  - La Spezia 21 4.2 21 4.2 21 4.3
Lombardy 40 8.1 40 8.1 36 7.3
Piedmont 35 7.1 35 7.1 35 7.1
NORTHEAST 31 6.3 31 6.3 31 6.3
Emilia Romagna 19 3.8 19 3.8 19 3.9
Veneto 12 2.4 12 2.4 12 2.4
CENTRE 89 18.0 89 18.0 88 17.9
Tuscany 53 10.7 53 10.7 53 10.8
Latium 33 6.7 33 6.7 32 6.5
Marches 2 0.4 2 0.4 2 0.4
Umbria 1 0.2 1 0.2 1 0.2
SOUTH AND ISLANDS 54 10.9 54 10.9 54 11.0
Sicily 38 7.7 38 7.7 38 7.7
Apulia 9 1.8 9 1.8 9 1.8
Sardinia 7 1.4 7 1.4 7 1.4
ABROAD: Nice (France) 1 0.2 1 0.2 1 0.2
TOTAL NUMBER OF BRANCHES 495 100.0 495 100.0 491 100.0

30/6/05 31/12/04 30/6/04

Private banking consultants 113 103 103
Corporate consultants 84 81 81

B) REMOTE CHANNELS 30/6/05 31/12/04 30/6/04

ATM - Bancomat 599 598 588
On-line services (1) 78,676 75,439 69,435
(1) Number of Internet banking and Call centre contracts.

C) MOBILE CHANNEL 30/6/05 31/12/04 30/6/04

Insurance agents (2) 273 290 313
(2) Agents of Group insurance subsidiaries distributing the Bank's products.

Staff levels of the Banca Carige Group
dropped slightly in comparison to 31st

December 2004 from 4,787 members of staff to
4,779. In detail, senior executives account for

1.3 per cent of the total, managers 21.5 per
cent, clerical and ancillary employees the
remaining 77.2 per cent. At June 2005, 70.5
per cent was involved in market activities.
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PERSONNEL

30/6/05 31/12/04 30/6/04
number % number % number %

Grade
  Executives 63 1.3 67 1.4 55 1.2
  Managers 1,026 21.5 973 20.3 934 19.9
  Other employees 3,690 77.2 3,747 78.3 3,702 78.9
TOTAL 4,779 100.0 4,787 100.0 4,691 100.0
Activities
  Head-offices 1,406 29.4 1,400 29.2 1,361 29.0
  Branches 3,371 70.5 3,387 70.8 3,330 71.0

SIGNIFICANT FINANCIAL AND
ECONOMIC 3RD QUARTER EVENTS

On 1st July Banca Carige and trade union
representatives of Carige Group staff signed a
draft agreement regarding the reorganisation of
C.R. Carrara and the transfer to Banca Carige
of back office functions connected to treasury
services carried out both by the parent company
and C.R. Savona.

Development of the Group’s affluent client base
was heightened with the launch on 4th July of a
campaign focusing on this segment in 93
Ligurian branches.

The Executive Committee of Banca Carige in its
meeting of 12th July deliberated the subscription,
subject to Bank of Italy authorisation, of 15 per
cent (euro 1 million) of the initial capital in the
manager trust company specialising in the
setting up and management of closed real
estate funds promoted by Cofid SpA.

On 15th July a new line of Carige Group
banking products “Carige stile” was launched;
the product line is targeted at the private and
household segments and replaces the fixed-

charge current account product “Signor Conto”.
“Carige stile” offers a series of diversified
products to integrate and complement
customers’ current account needs.

Banca Carige on 18th July, together with other
primary national and international institutions,
signed a series of preparatory shareholder
agreements for a takeover bid on the part of
Unipol Assicurazioni for Banca Nazionale del
Lavoro (BNL).

Banca Carige owns a 1.985 per cent holding in
BNL. As part of the above-mentioned
agreement,  Carige signed a put option
(maturity: three years) with Unipol which gives
the former the right to sell the entirety of its
investment in BNL.

On 25th July a new Group bank branch in Asti,
Piedmont became operational, replacing the
closure of another branch in the same region
(Novi).

On 20th September the parent company Banca
Carige signed contracts with C.R. Carrara and
Banca Cesare Ponti formalising the transfer to
Group Head Office of a raft of services
previously carried out by the subsidiaries.
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FORECASTED RESULTS FOR
BANCA CARIGE GROUP AS
AT 31ST DECEMBER 2005.

As of the date these statements are released it is
reasonable to expect that the performance of the
Banca Carige Group in the third and fourth
quarters will be in line with budget forecasts and
the results achieved in 2004.

Genova, 28th September 2005.
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REPORT OF THE INDIPENDENT
AUDITORS
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APPENDIX: ADOPTION OF THE
INTERNATIONAL ACCOUNTING STANDARDS (IAS)
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INTRODUCTION TO THE FIRST TIME ADOPTION IAS/IFRS

The accounting requirements of International
Financial Reporting Standards and International
Accounting Standards (collectively in this Report,
IFRS) are adopted via a legislative framework
that consists, on one hand, by endorsement by
the European Union and, on the other, by
changes to relevant legislation at national level.

The current situation as to the adoption and
implementation of the new standards can be
summarised by the following Regulations as
published in the Official Journal of the European
Communities (OJEC):

- Regulation no. 1606/2002 (OJEC L243
of 11/9/2002) adopts IAS/IFRS for EU
Member states  from 1st January 2005;

- Regulation no. 1725/2003 (OJEC
L261/1 of 13/10/2003) and no.
707/2004 (OJEC L111/3 of
17/4/2004) adopts previously endorsed
IAS/IFRS considered compatible with the
Union’s aims of accounting uniformity;

- Regulation no. 2086/2004 of
19/11/2004 (OJEC L363/1 of
9/12/2004) modifies Regulation no.
1725/2003 and adopts IAS 39
“Financial Instruments: Recognition and
measurement”;

- Regulation no. 2236/2004 (OJEC
L392/1 of 31/12/2004) adopts:

• IFRS 3 “Business combinations”,
which substitutes IAS 22, and
SIC 9, SIC 22 and SIC 28;

• IFRS 4 “Insurance contracts”;
• IFRS 5 “Non-current assets held

for sale and discontinued
operations;

• IAS 36 “Impairment of assets”;
• IAS 38 “ Intangible assets”.

- Regulation no. 2237/2004 of
29/12/2004 (OJEC L393/1 of
31/12/2004) adopts IAS 32 “ Financial
instruments: Disclosure and
presentation” and IFRIC 1 “ Changes to
liabilities ;

- Regulation no. 2238/2004 of
29/12/2004 (OJEC L394/1 of

31/12/2004) modifies Regulation no.
1725/2003 regarding:

• IAS 1 “Presentation of Financial
Statements”

• IAS 2 “ Inventories”
• IAS 8 “ Accounting policies,

changes in accounting estimates,
and errors”

• IAS 10 “ Events after Balance
Sheet Date”;

• IAS 16 “ Property, Plant and
equipment”;

• IAS 17 “ Leases”;
• IAS 21 “The effects of changes in

foreign exchange rates”;
• IAS 24 “ Related Party

Disclosures”;
• IAS 27 “Consolidated and

separate financial statements”;
• IAS 28 “Interests in subsidiaries”;
• IAS 31 “Interests in joint ventures”;
• IAS 33 “Earnings per share”;
• IAS 40 “ Investment Property”.

In August 2005 the IASB published its IFRS 7
“Financial instruments: disclosure and
presentation”, an area covered by IAS 30 and
IAS 32.

At national level, the legislative framework was
defined by Law 306/2003 (‘Community Law’)
and Legislative decree 38/2005 (‘IAS Decree’).

The Community Law, which established the
obligations and options regarding IAS/IFRS
adoption in Italy, sought to apply Regulation
1606/2002 to the widest extent possible and
fixed the terms required for harmonising civil
and tax law. The range and scope of the Law
includes the banking and finance industry. All
banks, whether listed or not, parent company or
not, shall from 1st January 2006 prepare annual
and interim financial statements under IAS/IFRS.

In order to reach this objective the Law granted
ample delegated powers to the Government to
be exercised within 30th November 2004, with
the resulting Legislative decree 38/2005.
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The IAS Decree identified important aspects for
the adoption of IAS/IFRS and its implications for
Italian companies:

- scope and range of application (article
2);

- consolidated financial statements (article
3) and single statements (article 4);

- preparation of separate and
consolidated financial statements
according to IFRS (article 5);

- distribution of profit and reserves (article
6);

- variations to the recognition of
shareholders’ equity on first time
adoption of international financial
reporting standards (article 7);

- powers of lead regulators, Bank of Italy
and ISVAP (article 9);

- income tax (article 11);
- calculation of regionally-levied income

tax on enterprises (IRAP) (article 12);
- transitional provisions (article 13).

The first time adoption of IAS/IFRS by the Banca
Carige Group for the period ending 30th June
2005 reflects on one hand the compulsory
provisions contained in the standards and on the
other the transitional arrangements permitting a
series of exemptions for accounting periods prior
to 30/6/05 and subsequent accounting choices
made. The Group has used the provisions of
IFRS 1 in arriving at appropriate opening
balances for these financial statements, as
follows:

BUSINESS COMBINATIONS

The Group has not applied IFRS 3 ‘Business
Combinations’ retrospectively to business
combinations prior to the date of transition
(1/1/2004). The carrying amount of goodwill in
the Italian GAAP balance sheet as at 31st

December 2003 has accordingly been brought
forward without adjustments.

The business combinations in question refer
firstly at the level of separate statements to the
acquisitions carried out by the parent company
Banca Carige (2000: Banco di Sicilia; 2001:
Gruppo Intesa; 2002: Capitalia) and secondly
at the level of consolidated statements to

acquisitions carried out by Banca Carige, Cassa
di Risparmio di Savona, Banca del Monte di
Lucca and the insurance subsidiaries.

With regards to Banca Carige’s acquisitions
after 1/1/2004 (Cassa di Risparmio di Carrara
and Banca Cesare Ponti), the fair value
adjustment of goodwill was performed
exclusively on the property and works of art.

FAIR VALUE OPTION OVER COST
ACCOUNTING

The Group has adopted fair value rather than
deemed cost in the measurement of its banking
subsidiaries’ property and works of art.

Subsequently, these new values will be
measured at cost and the resulting value will be
amortised at an annual flat rate of 1.5 per cent.

SECURITISATION

The Group has applied the transitional provision
contained in IFRS 1 (paragraphs 27 and 27A),
which allows for the non-immediate
derecognition of securitisation transactions
undertaken prior to 1/1/2004. These
transactions identified with the name of the
special purpose entity are the following: Argo
Mortgage One (2000: Banca Carige non
performing loans); Argo Mortgage (2001:
Banca Carige performing loans); Priamar
Finance (2002: C.R. Savona non performing
loans).

The securitisation transaction performed by
Banca Carige in 2004 (SPE: Argo Mortgage 2)
does not fully transfer risks to third parties with
the subsequent benefits transfer produces.
Consequently, it has been rerecognised in equity
as at 1st January 2005.

IAS 32 AND 1AS 39

The Group adopted IAS 32 and IAS 39
(Financial Instruments) with effect from 1st

January 2005. As a result, the impacts of
adopting IAS 32 and IAS 39 are not included in
the relevant 2004 comparatives (as at
31/12/04 and 30/6/04).
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INSURANCE CONTRACTS

The Group’s insurance companies – Carige
Assicurazioni and Carige Vita Nuova -  have
adopted IFRS 4 (Insurance Contracts) with effect
from 1st January 2005.

With regards to other IAS/IFRS provisions, the
Group has made the following adoptions:

- financial instruments – securities, loans,
amounts payable to banks and
customers, derivatives, equity interests –
have been reclassified under IAS/IFRS.
Securities have been substantially
classified as held for trading with a
remaining amount categorised as
available for sale.

- The Group has adopted the fair value
option in the valuation of insurance and
investment contracts, in which Carige
Vita Nuova policy holders are exposed
to investment risk (unit linked and index
linked solutions).

- The items ‘amounts owed by banks and
customers’ and ‘amounts payable to
banks and customers’ continue to be
recognised under Italian GAAP.
However, impairment assessments of the
Group’s loan portfolio (bad loans,
watchlists, rescheduled loans, country
risk positions classified as bad loans or
watchlists, loans more than 180 days
overdue classified as watchlists) is
carried out in accordance with IAS/IFRS.
Collective valuations of performing
loans are measured on the basis of
mathematical/statistical analyses
foreseen by Basel 2 criteria. Issued debt
securities are removed from the balance
sheet with a corresponding deduction in
the item ‘securities issued’; Related
accrued expenses are carried forward to
the relevant IAS/IFRS-compliant balance
sheet items, rather than the specific
‘accrued expenses’ item foreseen under
Italian GAAP.

- Derivatives held for trading rather than
risk management purposes are recorded
as assets or liabilities according to their
value (positive or negative). Derivatives
held for risk management (hedging
assets and liabilities) are recorded as:
• hedging derivatives, when after

assessment the instrument is deemed
an effective hedge;

• available for trading, when the hedge
ceases to be effective (limited
occurrence).

- Minority interests are recognised as
financial assets available for sale. These
include the investment in the Bank of
Italy fair valued through profit or loss to
the corresponding share of
shareholders’ equity recorded at 31st

December 2003. This approximated
valuation is carried out according to
Bank of Italy guidelines regarding the
definition of its own shareholders’ equity
under IFRS adoption. The Group
believes this valuation is justified on the
basis of previous documented
transactions performed in the Italian
banking industry, such as the sale of
shareholdings in the Bank of Italy by
parties legally entitled to do so. The
value of these shareholdings sold and
acquired corresponded to the quota of
shareholders’ equity. Justification for this
approach comes from a recent
acquisition on the part of an EU
Member State of an equity investment in
another country’s central bank, which
was undertaken at values higher than
the central bank’s shareholders’ equity.
Apart from the validity of the valuation
criteria explained above, the Group
believes that in the event of any changes
made to the capital ownership structure
of the Bank of Italy, the elected bodies
of Banca Carige (Board of Directors and
Board of Statutory Auditors) must at all
times safeguard the interests of the
Company as a current shareholder in
the Bank of Italy.

- With regards to property belonging to
the Group’s companies, land values are
bifurcated and attributable amortisation
charges are recorded at equity.

- Intangible assets not classifiable as such
under IAS 38 have been derecognised.
These are as follows: plant and
improvements costs; R&D costs; software
not required to facilitate the use of new
hardware; securitisation transaction
charges; acquisition charges relating to
lease contracts; capital gains on real
estate (INVIM ).

With regards to goodwill charges relating to the
purchase of branches (external growth), the
amortisation charge for 2004 is recorded in
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equity. Value maintenance tests, undertaken on
the basis of dedicated internal models, were

positive.
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COMMENTARY ON THE USE OF THE INTERNATIONAL ACCOUNTING STANDARDS
IAS/IFRS OF FTA (First Time Adoption)

This Report sets out the financial and economic
results of the Banca Carige Group under IFRS as
required by IFRS 1 (paragraphs 39 and 40) and
CONSOB’s deliberation no. 14990 of 14th April
2005 and provides the following Italian
GAAP/IFRS reconciliations:

- Shareholders’ equity at 1/1/2004;
- Shareholders’ equity at 31/12/2004;
- Economic result at 31/12/2004;
- Shareholders’ equity at 1/1/2005.

The results stated may be subject to change
arising from the introduction of new principles,
modifications to those already adopted and/or
changes in tax law or interpretations thereof.

Amounts recorded are before corporation tax
(IRES) at 33 per cent and regionally-levied tax
on businesses (IRAP) applied in those regions
where the Group’s banks have their heads
offices. The regions and IRAP rates are as
follows: Liguria, for the parent company Banca
Carige and the subsidiary C.R. Savona (4.25
per cent); Tuscany, for C.R. Carrara and Banca
del Monte di Lucca (4.40 per cent); Lombardy,
for Banca Cesare Ponti (5.25 per cent). Tax
assets and liabilities are stated at relevant
balance sheet items.

The caption ‘Shareholders’ equity’ comprises net
variations.

All amounts shown are expressed in thousands
of euros.

The reconciliations have been subject to a
Special Purpose Audit Report carried out by
Deloitte & Touche SpA, in accordance with the
decision of the Board of Directors of Banca
Carige taken during the meeting of 9th May
2005 and pursuant to CONSOB’s
communication DEM no. 5025723 of 15th April
2005.

The Special Purpose Audit Report in included as
an attachment to these statements.

IAS/IFRS adoption has had the following impacts
on shareholders’ equity:

- on one hand, the effects deriving from
adoption itself either resulting from
transitional provisions or regime
changes;

- on the other, the effects on tax charged
at the rates stated above deriving from
variations to shareholders’ equity.

These Explanatory Notes provide restated
comparative data and summarise the main
policy differences between Italian GAAP at 31st

December 2004 and IAS/IFRS at 1st January
2005.

Consolidated shareholders’ equity (including
equity attributable to third parties) increases
from euro 1,678,090,000 to euro
2,251,237,000 with an increase of euro
573,147,000 (of which euro 547,465,000
derives from the recognition of equity
investments in the Bank of Italy1) and is allocated
as follows:

- Revaluation reserve (shareholders’ equity
caption 140): positive variation of euro
723,117,000, of which euro
547,465,000 is attributable to the
valuation of the holding in the Bank of
Italy. This positive variation includes the
revaluation of property and works of art
at fair value rather than deemed cost;

- Capital instruments (shareholders’ equity
caption 160): positive variation of euro
11,402,000 attributable entirely to
embedded derivative instruments
relating to Banca Carige’s convertible
bond issue performed in 2003;

- Reserves (shareholders’ equity caption
170): negative variation of euro
150,077,000 offsetting a positive

                                                          
1 The Group’s holding in the Bank of Italy of euro
547,465,000 is divided between four banks in the
following way: Banca Carige: euro 539,216,000;
C.R. Savona: euro 3,939,000; C.R. Carrara: euro
4,239,000; Banca del Monte di Lucca: euro 71,000.
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variation of euro 10,277,000 relating to
adjustments to profit attributable to the
Group for the year 2004. The most
substantial negative component is
represented by value adjustments to
short-term loans granted by the Group’s
banks;

- Equity attributable to third parties
(shareholders’ equity caption 210):
negative variation of euro 11,295,000
due entirely to the valuation of purchase
agreements entered into by the Group
for the purchase at an established price
of equity securities issued by the Group’s
banks (negative variation of euro
18,859,000).

Below are provided the most significant
differences in results stated under IAS/IFRS at
1/1/2005 and Italian GAAP at 31/12/2004.

FINANCIAL ASSETS AND LIABILITIES
HELD FOR TRADING

In accordance with IFRS, financial assets and
liabilities classified in this category are fair
valued through profit or loss. Gains or losses
arising from changes in fair value are included
directly in the income statement. First time
application effects are recognised at a specific
reserve at equity.

The Group has classified in this category debt
securities, equity securities and derivatives held
for trading with either a positive or negative
value. Debt securities include previously
recognised bonds held for trading, whilst equity
securities include the share portfolio and mutual
fund quotas.

The adoption of fair value generated a positive
pre-tax gain in comparison to that recorded at
31/12/2004 under Italian GAAP (quoted
securities measured at average market price
recorded in December) of euro14,140,000 and
one of euro 8,868,000 after tax.

IAS VARIATION
Pre-tax After-tax

Debt and equity
securities

40.305 25.287

Derivatives recorded
in assets

83.166 52.170

Derivatives recorded
in liabilities

-
109.331 -68.589

Total 14.140 8.868

Allocations of the after-tax figure with a resulting
positive effect to captions balances were as
follows:

- Caption 170 Shareholders’ Equity
reserve:  euro 8,666,000;

- Caption 210 Equity attributable to third
parties: euro 126,000

An allocation of euro 76,000 decreased the
balance of Caption 130 Intangible assets-
Goodwill.

FINANCIAL ASSETS AVAILABLE FOR SALE

Available for sale investments under IAS/IFRS
are recognised at fair value and recorded at a
specific reserve of  equity until sale when the
cumulative gain or loss is transferred to the
income statement.

The Group has classified in this category
residual debt securities previously recognised as
investment securities and minority interests
including the Group’s holdings in the Bank of
Italy.

The adoption of fair value generated a pre-tax
gain in comparison to that at 31/12/2004
under Italian GAAP (valuation at cost) of  euro
536,387 and one of euro 542,361 after tax.
The gain deriving form the valuation of
investments in the Bank of Italy amounted to
euro 547,465 and is exempt from tax pursuant
to the provisions contained in article 87 of the
Consolidated Tax Law. Details are given in the
table below.

IAS variation
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Pre-tax After-tax
Bank of Italy 547.465 547.465
Others - 11.078 - 5.104
Total 536.387 542.361

Overall net gains are allocated to captions 140
and 210 in the following way:

Caption 140: Shareholders’ Equity Valuation
Reserve: euro 541,726,000
Caption 210: Equity attributable to third parties:
euro 635,000.

Recognition of the Group’s holding in Bank of
Italy at fair value was undertaken on the basis of
the equity method as at 31st December 2003.
Shareholders’ equity of the Bank of Italy is
calculated as follows (amounts are expressed in
millions of euros):

Share Capital 0,1
Reserves (net of quota to
be distributed)

13.620,5

Profit for the period
destined to reserves

20,9

Total 13.641,5

Bank of Italy share capital is made up by
300,000 quotas. Consequently, the unitary
value of the quota is euro 45,472 in
comparison with a nominal value of euro 0.52
and an average overall book value at 31st

December 2004 of  euro 207.8 for the Group’s
four banks (Banca Carige, C.R. Savona, C.R.
Carrara, Banca del Monte di Lucca) with
holdings in the Bank of Italy.

FINANCIAL ASSETS AND LIABILITIES AT
FAIR VALUE THROUGH PROFIT OR LOSS

A financial asset or liability in this category is
designated so by the Group under the fair value
option.

This category refers exclusively to insurance or
investment contracts issued by the Group
insurance subsidiary Carige Vita Nuova, in
which investment risk is transferred to policy
holders pursuant to article 30, Legislative
decree, 174/95 and Legislative decree 173/97.
The contracts in questions are unit linked and
index linked policies.

Liabilities relating to these contracts are also
recognised at fair value.

First time application of IAS/IFRS had no impact
on shareholders’ equity.

FINANCIAL ASSETS HELD TO MATURITY

Held to maturity investments are debt securities
with fixed or determinable payments that the
Group’s management has the intention and
ability to hold to maturity.

The Group has classified in this category
exclusively ANIA securities held by the Group’s
insurance subsidiaries for an overall amount of
euro 2,907,000. This classification, with related
valuation at cost, did not lead to any variation in
shareholders’ equity.

LOANS AND SECURITISATION
TRANSACTIONS

Loans and receivables (banks and customers)
under IAS/IFRS are initially recognised at fair
value including direct and incremental
transaction costs. They are subsequently valued
at amortised cost using the effect interest
method, a method of calculating the amortised
cost of a financial asset and of allocating the
interest income over the relevant period. The
effective interest rate is the rate that exactly
discounts the expected future cash payment or
receipts through the expected life of the financial
instrument to the net carrying amount of the
instrument. The application of the method  has
the effect of recognising income receivable on
the asset evenly in proportion to the amount
outstanding over the period to repayment.

A distinction is made between performing and
non-performing loans. Under IFRS:

- non-performing loans are assessed
analytically in order to determine the
asset’s recoverable value and
subsequent effective impairment;

- performing loans are measured on the
basis of mathematical/statistical
methods that take into account the
historical loss experience for loans
granted to the same customer segment.
These analyses provide Probability of
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Default and Loss Given Default figures
in line with Basel 2 requirements in the
area of credit valuation.

The Group classifies its non-performing loans in
the following categories: bad loans, watchlists or
potential credit risk loans (PCRLs), rescheduled
loans, country risk loans classified as bad loans
or PCRLs. Other country risk positions are
classified as performing.

Estimates relating to the recovery of bad loans
are made on the basis of interest rates in effect
at the moment in which the asset is recognised
as impaired. When this is not possible, the
position is evaluated on the basis of average
rates for the period and business segment
recorded at the moment of impairment.
Recovery times for significant exposures (greater
than euro 250,000) are estimated analytically,
whilst other positions are measured according to
the average period of time a particular loan type
is categorised as a bad loan. With this in mind,
the Group has defined nine loan product
categories.

Estimates relating to the recovery of watchlists or
potential credit risk loans (PCRLs), including
rescheduled loans and country risk positions
categorised as watchlists, are as follows:

- recoverable amounts relating to
exposures greater than euro 250,000
are analysed singly;

- LGD relating to all other positions is
evaluated on the basis of
mathematical/analytical analyses, whilst
the PD parameter applied is 1 (non
performing loans);

- performing loans including past due
positions are categorised in groups with
similar risk characteristics and the PD
parameter is calculated on the basis of
customer segment type. Product
categories are those defined by the
Group’s Credit Risk Management
project.

Total adjustments foreseen under IFRS relating
to short-term credits amounted to before tax
euro 175,962,000, whilst after tax to euro
117,893,000. The impact of IFRS adoption was
recorded as follows:

- shareholders’ equity caption 170
“Reserves” (Transitional reserve for first

time adoption of IFRS foreseen by
Legislative decree 38/2005): euro
112,979,000;

- shareholders’ equity caption 210 “Equity
attributable to third parties”: euro
3,822,000;

- “Intangible assets-Goodwill”: euro
1,092,000.

♦♦♦

The impairment allowances of the loan portfolio
following the IAS/IFRS value ajustments are euro
181,811,000 before tax and euro
121,563,000 after tax.

VALUE ADJUSTMENTS
IMPAIRMENT ALLOWANCES
BEFORE TAX AFTER TAX

BAD LOANS 76.690 52.052
PCRLS 29.647 19.863
PERFORMING
LOANS

68.625 45.978

TOTAL 175.962 117.893
GUARANTEES 5.849 3.670
TOTAL 181.811 121.563

♦♦♦

As previously indicated, the securitisation of
performing mortgages undertaken by Banca
Carige in 2004 (EPS: Argo Mortgage 2) was
recorded in the balance sheet given the fact that
risks and rewards of ownership were not fully
transferred. Recognition-related impact
amounted to euro 55,482,000 before tax and
euro 34,816,000 after. The net figure was
recorded in equity at the transitional FTA reserve
foreseen by Legislative decree 38/2005 together
with allowances for impaired credits.

The Group’s decision not to derecognise the
securitisation transaction referred to above
resulted in the rerecognition of outstanding
amounts (euro 826,660,000) as at 31st

December 2004 related to the assets securitised,
and the recording at “Amounts payable to
customers” of an amount corresponding to that
payable to the SPE Argo Mortgage 2.

HEDGININING DERIVATIVES

Derivatives are used substantially to hedge
assets and liabilities in accordance with Italian
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GAAP provisions contained in Legislative decree
87/1992, and are included in assets when the
fair value is positive, and liabilities when the fair
value is negative. Derivatives hedging interest
rate risk in the trading securities portfolio are
classified as derivatives held for trading.

The Banca Carige Group applies fair value
hedge accounting and cash flow hedge
accounting.

Fair value hedge accounting is applied to
exchange and interest rate risk implicit in certain
financial assets and liabilities (bonds issued,
loans to customers, interbank deposits and
postal bonds), whilst cash flow hedge
accounting is applied to interest rate risk implicit
in financial liabilities.

Valuation of both hedging derivatives and
hedged items generated a negative impact of
euro 2,146,000, of which euro 1,820,000
relating to cash flow hedge accounting and euro
326,000 relating to fair value hedge accounting
(the latter figure represents the difference
between the negative value referring to hedged
items (euro 15,703,000) and the positive value
referring to the related hedging derivatives (euro
15,377,000).

The overall net impact of euro 1,347,000 was
allocated in the following way: euro 1,033,000
was recorded in equity at caption 140
“Revaluation reserves”; euro 222,000 was
recorded caption 170 “Reserves”; euro 92,000
was recorded at caption 210 “Equity attributable
to third parties”.

The difference (euro 15,377,000) between the
values of the hedged risk in the hedged items
under fair value hedge accounting represents
the value adjustment of the same items
(increased balance sheet value of loans totalling
euro 25,389,000 and of bonds of euro
41,092,000).

At 1st January the Group’s hedging derivatives
included in assets amounted to euro
67,528,000, whilst those included in liabilities
amounted to euro 49,976,000.

CAPITAL INSTRUMENTS

The Group classifies in this category Banca
Carige’s convertible bond issue of December
2003 undertaken within the confines of a share
capital increase. The bond issue included an
embedded call option, which gives the
bondholder the option to purchase from 2006
onwards a fixed number of Carige shares in
exchange for a fixed amount of bonds.

Under IAS 32 this embedded derivative is
classified as an equity instrument and is
therefore bifurcated from the host contract
(bond) and any subsequent changes in value
derecognised.

On first time adoption, the embedded derivative
was bifurcated and reported before tax at euro
18,171,000 and after tax at euro 11,402,000.
The after-tax amount was recorded in equity at
caption 160 “Capital instruments”.

CONSOLIDATED FINANCIAL
STATEMENTS

Under IAS/IFRS, subsidiaries excluded from the
area of consolidation are recorded in the
consolidated statements at cost, whilst
subsidiaries are carried at equity.

On first time adoption, as the variation in the
method of consolidation regarding the Group’s
two insurance companies (from the equity
method to full consolidation) had no material
effect, there was no impact on total
shareholders’ equity.

TANGIBLE ASSETS

Under IAS/IFRS, tangible assets are evaluated at
either cost or fair value. At first time adoption,
the valuation of property can be either at fair
value or deemed cost.

Depreciation is provided on the depreciable
amount on the basis of estimated useful life. The
land component where present is bifurcated
from property and no depreciation is provided,
in common with long-lived assets. Previous
amortisation charges are recognised at the
carrying value of the asset.

The Group has classified in this category land,
property (operational and investment), property
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acquired under finance leases, plant and
equipment, furniture and fittings, and works of
art.

On first time adoption the Group has elected to
make the following choices:

- all property (operational and investment)
and works of art belonging to the
Group’s banks are stated at fair value
rather than deemed cost, with a
subsequent revaluation of the assets
concerned;

- property owned by the Group’s banks,
property development companies and
insurance companies is evaluated on the
basis of bifurcating land and real estate
values calculated by recognised
chartered surveyors, with the values
recorded in equity at caption 170
“Reserves” less accumulated
depreciation;

- furniture and fittings continue to be
evaluated under previously adopted
IFRS-compliant Italian GAAP valuation
criteria.

The positive impacts of first time adoption
relating to the three items stated above is before
and after tax, respectively, euro 329,565,000
and euro 219,689,000.

IAS VARIATION
Before tax After tax

Property 267.759 167.402
Works of art 29.730 29.717
Total 297.489 197.120
Accumulated
depreciation of
land

32.076 22.569

TOTAL 329.565 219.689

Net gains resulting from revaluations to property
and works of art were allocated in the following
way:

- euro 183,023,000 to shareholders’
equity caption 140 “Revaluation
reserve”;

- euro 5,137,000 to caption 210 “Equity
attributable to third parties”;

- euro 8,960,000 to caption 130
“Intangible assets-Goodwill” with a
corresponding decrease to the caption
balance.

Previously accumulated depreciation on land
following bifurcation was recorded in the
following way:

- euro 21,492,000 to shareholders’ equity
caption 170 “Reserves”;
- euro 493,000 to caption 210 “Equity
attributable to third parties”;
- euro 584,000 to caption 130 “Intangible
assets-Goodwill”, with a corresponding
decrease to the caption balance.

At Group level, tangible assets include property
held for sale by two of the Group’s property
companies Columbus Immobiliare and
Immobiliare Carisa. Under IFRS, this property is
classified as inventories and as such is evaluated
at either cost or net sale value, whichever is the
lower. Depreciation is not provided.

First time adoption of IFRS relating to property
held for sale had no impact on shareholders’
equity.

INTANGIBLE ASSETS

Under IAS/IFRS, this category includes solely
those intangible assets that will generate future
benefits, the cost of which can be measured in
reasonable way. Assets not satisfying such
criteria are recorded directly in the income
statement and on first time adoption are
derecognised with a subsequent negative impact
on shareholders’ equity.

In compliance with IAS/IFRS, the Group has
included in this category exclusively goodwill,
maintenance costs relating to rented or lease
property and computer software.

In addition, under IAS/IFRS, depreciation of
assets with an undefined useful life is not
consented, with a subsequent impact on the
valuation of goodwill, which is now subject to
annual impairment testing, or more frequently if
deemed appropriate. Any negative difference
between impaired value and balance sheet
value is recorded in the income statement.

On first time adoption, the Group carried out
the following:

- intangible assets amounting to euro
12,994,000 before tax and euro


