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Warsaw, 3 February 2009
PRESS RELEASE
BREnova - BRE Bank sustainable business model for market challenges

· Changes in the strategic approach of BRE Bank - preparations for the economic slump effects and building of solid foundation for the further dynamic growth.
· Cross selling: Effective method of sales and CRM management.

· Dynamic growth in transaction banking.  New structure of the Corporate Banking Line.

· Diversification of Retail Banking income sources - now 40% depends on mortgage loans.

· Cost revision. Costs in 2009 decreased by PLN 280 million compared to the original target.

“Taking into consideration the most serious challenges the Bank is to face, two things must be emphasized. On the one hand, it is a limitation of the  excessively growing costs accompanied by a growth of volumes in previous years, on the other hand, diversification of income resources that i.e. depend on mortgage loans in retail banking” said Mariusz Grendowicz, President of the Management Board. „This diagnosis was made last October, when we were developing the first document of strategy. The current market condition confirms the accuracy of our earlier assumptions, thus we have decided to implement the BREnova project" 
BREnova is a program, which assumes changes of the Bank's strategic approach. BREnova assumptions are based on the two pillars. One is the optimization of the bank's income. The business, which has been aimed at dynamic growth of volumes and market shares so far, will be focused on increasing the profitability and capital effectiveness.  The second pillar is based on better, more effective use of resources and limitation of costs generated in the bank, which in 2009 will be lower by PLN 280 million compared to the original target.

„The rapid change in the macroeconomic environment and the unprecedented volatility of the financial markets pose challenges unknown to the experience of the Polish economy as well as the open-market economies with a longer tradition,” ”- said Mariusz Grendowicz, President of BRE Bank.  „In this context, rather than building long-term projections and plans, we think it is better to shorten the horizon of published strategic plans to the next 12 months.  Short as it may seem, the next year may bring so many unknowns that it has been much more difficult to present a reasonable strategy for 2009 than to develop long-term strategic plans in the preceding ‘quiet’ years.  It is our overarching objective to prepare the Bank as best as we can for the effects of economic slow-down and to build a solid foundation of dynamic growth in business once the markets have stabilised. It is the priority of all financial institutions today; those who do it first will get a competitive advantage in the sector.” 

Corporate Banking

BRE: The Corporate Bank of First Choice 

Measures taken in the corporate banking area aim to build a stable income base in 2009.  We will emphasize the further development of our offer, which we want to address to the current Group clients.  The Bank’s priority now is not volumes but the return on equity.  The measures taken will make BRE Bank a top corporate bank as measured by profit and effectiveness.
We want to focus on innovation and to offer primarily transaction services, from simple transfers through tools enabling optimization of receivables service to most sophisticated solutions supporting liquidity management, also internationally. Naturally, the key is to automate processes, hence a clear emphasis on the development of our internet platform iBRE.  Our system will soon become a universal transaction platform supporting the settlement of traditional payments as well as trade finance and treasury management,” – said Przemysław Gdański, BRE Management Board Member and Head Corporate Banking. 

Retail Banking

Diversification of Retail Income sources. Today - 40% constitute mortgage loans. 

The retail banking business model will also change in 2009. Today, 40% of the area’s income derives from mortgage loans. 

“A significant drop in our exposure to mortgage loans will not cause a significant drop in the income of BRE’s retail banking business- said Mariusz Grendowicz- Our 2009 target is modestly lower than the 2008 income, but it is based on different sources of income with less dependence on mortgage loans.   It is important for the market to see that we focus on income structure rather than income growth in 2009 as a success factor” added Mr Grendowicz.
Retail banking expects to retain its customer base at the similar level in 2009. Today, one bank account in three is opened with mBank.  To achieve the target, BRE’s retail banking plans to maintain the existing level of marketing spending.  That  will ensure the growth of the retail business by 10 to 15%. 
BRE’s retail business will grow by another 10-15% thanks to cross selling operations.  Bank’s existing customers represent a huge business expansion potential as product utilisation of many customers is below the market benchmark.  This potential will be tapped by marketing initiatives targeting the Bank’s existing customers with an offer of more comprehensive service in the management of personal finance.

The retail business will grow by yet another 5% with the optimisation of product branding and other initiatives planned by retail banking in 2009. 

mBank’s offering in the Czech Republic and Slovakia will continue to expand.  For instance, as of 2009, the current accounts offered in these two markets will have the same functionality as the accounts offered in Poland.  mBank’s expansion to the Hungarian and Romanian markets is put on hold until the international financial markets stabilise.  The stability of local banking systems and public trust in financial institutions in the local markets will be monitored on an on-going basis.  

Cost Revision 

Savings of HR costs will derive from initiatives regarding staff deployment in those part of the organisation where lower effectiveness is achieved.

Savings in the logistics costs will derive from the optimisation of the terms of lease of the Bank’s Office space and the cost of the car fleet and company phones. The subsidiaries of the BRE Bank Group will also implement cost optimisation programmes.  
____________________________________
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