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Basic Stock Information 

Price: €0.63 
Industry Group Commercial 

Bank 

Number of Employees  11,929 

Current Market Cap  €1,066.86mn 

Current Shares 1,693.434mn 

Free Float 1,495.98mn 

Book Value / Share  2.82 

52 Week High 3.0261 

52 Week Low  0.4022 

Stock Data 
Valuation Ratios 
Est. P/E Ratio 2,763 

Price/Sales 0.45 

Price/Book 0.22 

Beta 1.18 

Financial Strength 

NP asst/Tot asst  2.72 

NP asst/Tot loan 4.02 

Loan prov/loans 1.35 

Cap&res/NP assts 343.74 

Profitability Ratios 

EPS -0.92 

Operating Margin 23.82 

Return on Assets 0.75 

Return on Equity  11.87 

Net Interest Margin 2.69 

 

* data based on Bloomberg 22/02/2012 

Company Description 
 Bank of Cyprus is a Cyprus-based holding company mainly active in 

the provision of banking, financial and insurance services.  

 It operates through the divisions: Personal, Business, Corporate and
Private Banking and International Banking Services. Its products and
services include deposits accounts, cards, loan and credit facilities, 
general and life insurance, hire purchase and leasing, brokerage,
factoring, fund management, corporate finance and investment 
banking. It is also active in the property and hotel sectors through its 
subsidiaries. 

 The Bank has a total of 595 branches internationally in Russia, Cyprus, 
Greece, Ukraine, Romania, Australia, the United Kingdom and the
Channel Islands. It also has 9 representative offices in Russia, 
Romania, Ukraine, Canada and South Africa.  

 It announced FY11 results. The profit before provisions and impairment 
of GGBs increased by 11% at €805mn, while profit after tax excluding 
impairment of GGBs increased by 2% at €312mn. 

 

 

 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Main Financial highlights for 2011 

€ mn Full Year 
2011 

Full Year 
2010 % Change 

Total Income 1,541 1,450 +6% 
Profit before provisions and 
impairment of Greek Government 
Bonds (GGBs) 

805 725 +11% 

Profit before tax excluding GGBs 
impairment 378 348 +8% 

Profit after tax excluding GGBs 
impairment 312 306 +2% 

Impairment of GGBs and change 
in fair value of related hedging 
derivatives (after tax) 

(1,323) -- -- 

(Loss)/Profit after tax and GGBs 
impairment (1,011) 306 -- 

Earnings per share excluding 
GGBs impairment 30.9 cent 40.4 cent -9.5 cent 
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Capital Strengthening Plan 

 
 

RIGHTS ISSUE VOLUNTARY CONVERSION OF CECSs (Convertible 
Enhanced Capital Securities) TO SHARES  

Size of Issue: €396mn Size of Issue: €600mn 

Offered to: Current shareholders and eligible 
holders of convertible securities Offered to: CECS holders 

Exchange ratio: 1 Right for every share 
1 New Share for every 3 Rights Exchange ratio: 

1 Mandatory Convertible Note 
(MCN) for each CECS which is 
convertibed to a new share 

Bonus Shares:  1 Bonus Share for every 1 New 
Share Bonus Shares:  1 Bonus Share for every 3 New 

Shares 
Maximum total number 
of new shares: Up to 792.6mn Maximum total number 

of new shares: Up to 800mn 

  Oversubscription 
allocation: Pro-rata 

Strengthening Core Tier 1 capital ratio by 380 bps 
 
 
Bank of Cyprus has announced a plan to raise up €996mn of common equity, 0.93 x its current market cap, 
increasing its share count by 177%. The key is the shareholder Odella Resources, which owns 9.8%. The capital 
strengthening plan will bring the pro-forma Core Tier 1 capital ratio and Tier 1 capital ratio at 9.1% and 10.5% 
respectively. 
 
The majority of the capital is expected to come from (a) €600mn of the bank’s convertible enhanced capital 
securities to be converted into mandatory convertible notes. Investors will receive one share for every €1 of 
nominal value of the securities as well as one free bonus share for every 3 shares converted, bringing the blended
conversion price to €0.75/share, a c.19% premium to the yesterday closing price and (b) a rights issue of up to 
€396m. Premium to the terms are effectively a 1 for 3 at a subscription price of €1. There is also 1 bonus share for 
each new share in the rights issue, giving an effective subscription price of €0.50 per new share, a c. 21% discount 
to the yesterday closing price. 
 

 
FY11 results 

 
 The Group has reduced the book value of its GGBs by 60% of their nominal value. The after tax impairment

of GGBs, including related hedging costs, amounted to €1.32bn for 2011. The total income noted an 
increase of 6% reaching at €1.54bn. The cost to income ratio has improved to 47.8% from 50.0% for 2010,
due to the increase in total income and the contained increase of expenses. The total expenses increased 
by 2% at €736mn vs. €725mn in 2010. 

 The Group’s net interest margin increased by 32 basis points at 2.98% vs. 2.66% for 2010. The Group loans 
and deposits were €28.9bn (+4%) and €29.7bn (-7%) respectively. The non-performing loans ratio reached
at 10.2% vs. 8.6% at Sept 2011 and 7.3% at Dec 2010. The provisions coverage ratio amounted to 51%, 
while the coverage ratio including tangible collateral amounted to 118%. 
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Investment Positives 
 

 The start of exploration for gas in a very promising area off the coast. 

 The relatively cheap €2.5bn (15% of GDP) loan at an interest rate of 4.5% from Russia fixes Cyprus’ liquidity issues 
until late 2012 without significantly changing the government’s funding costs.  

 High market shares of 65% in deposits and 52% in loans with 143 branches in Cyprus, where it captures the benefits 
of a business center. 

 Good management, as it provides guidance even in adverse conditions. 

 Growth opportunities in Russia, Romania and Ukraine, while it retains a relatively smaller exposure in Greece. 

 Liquidity remains a strong advantage for the bank which has a L/D at 92% and a D/Tot Asst at 78%. 

 The bank has signed a binding agreement to sell its subsidiary bank in Australia for €77mn. 

 

Investment Risks 
 

 The possible impact on capital of a bigger haircut on GGBs. 

 Profitability is not diversified as the net profit comes for the most part from Cypriot operations. 

 For 2012, the government targets GDP growth of 0.2%. Due to the austerity measures, the current account deficit
may shrink by 2.4%. In addition to this, the unemployment rate will be high (7.4%). 

 

Investment Summary 
 

We remain spectators until the capital increase is complete. After the completion of the capital increase in March 2012,
we could build a long term position in the bank. Upon successful implementation of the capital strengthening plan
(€396mn rights issue and €600mn voluntary conversion of bonds), the Group should be able to remain independent of 
government intervention, maintaining a significant competitive advantage in the potential adverse conditions. 
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