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Year 2002 
In 2002 Andbanc obtained a group-attributable result of 59,030 thousand 
euros, 10.93% down on 2001. In an economic and financial context of 
deceleration and great uncertainty, this is a very good result if compared 
internationally, as the main European financial groups (with an average fall of 
19.50%) and North American groups have suffered considerable fallbacks in 
profits. 
 
The ROE lies at 18.05% and the ROA at 2.86%, with a solvency ratio of 
42.53%, a liquidity of 75.92% and an individual Fitch B rating. All of these 
quality indicators reflect the solidity of Andbanc. 
 
 
General external framework 
The year 2002 was characterised by the negative behaviour of the world 
economy. Whereas the previous year had closed in a climate of mistrust 
following the grave events of September 2001 and the fall in expectations that 
this caused, there was generalised consensus that the slowing of the economy 
would be very short (the “V recession”) and that activity would recover in a few 
months. It is in this context that we have to place the rapid interventions of the 
central banks from October 2001 to stay off the risk of a global recession, with 
substantial decreases in interest rates in Europe and the United States. 
 
Unfortunately, the forecasts were wrong and the hope of recovery faded away 
in early 2002, while new factors for pessimism appeared. 
 
In this difficult environment, the central banks continued to relax their monetary 
policy with further interest rate reductions to historical minimums: 2.75% in the 
euro area and 1.25% in the United States. The main stock exchanges in the 
world finished 2002 with the largest falls for many years. 
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It is, however, important to highlight the good behaviour and solidity of the 
Andorran economy, which is currently clearly overcoming the slowing of the 
world economy. 
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Andbanc Grup Agricol Reig 
Macroeconomic evolution and the results of the group 
The world macroeconomic evolution, the correlation of which is clearly noted 
with the results of the bank, affected the entity above all in terms of customer 
activity in the markets: the volume of transactions fell and also proprietary 
investment income, but it failed to compensate the increased margin caused 
by the sale of value added products and the recovery of insolvencies. 
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Evolution of the balance sheet 
 

 
 
The group’s balance in the four years 1999-2002 was reduced basically due to 
the effect of the customer creditors who redistributed their position off the 
balance. 
 
The commercial volumes of assets, credit portfolio, continued to grow 
significantly, accompanied by an appreciable improvement in the asset quality 
indicators. 
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Equally, the stockholders’ equity matched the great strength of the balance; 
the solvency ratio improved and the leverage fell still further. 
 
Credit investments 
 

 
 
Credit portfolio grew by 9.5% in 2002, as compared with 8.18% in 2001. 
Domestic credit investment stands out with a double figure increase in 2002. 
 
The specific provisions fell by 54.56%, and the overdue asset quality ratios 
reached historical lows: 
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The credit portfolio still has a very good guarantee level, improving year by 
year: 
 

 
 
Security portfolio 
 

 
 
The group varied its exposure both in fixed and variable income and achieved 
positions in accordance with the optimisation of risks and returns on which the 
management of our balance is based, seeking the best strategy in the face of 
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historically low interest rates. The increase in fixed income portfolios occurred 
in bonds with very high credit ratings. 
 
Customers’ assets 
Customers’ assets managed by the bank fell 7.1% in 2002, whereas they had 
grown by 4.3% in 2001. The growth rate was affected by the negative 
fluctuations of the variable income markets and the evolution of the US dollar. 
Past years presenting two digit annual growth rates, we understand that the 
fall this year is due to temporary questions that affected private banking 
around the world. 
 

 
 
Of particular note is that the balance of investment funds remained in the 
hands of customers managed by the group, which was possible, in the light of 
the exposed fall in the markets, because we had a net increase in the number 
of participations. This clearly shows the confidence of customers based on the 
quality of our management entity Món Gestió, SA, which achieved  the ISO 
9001: 2000, and the excellent ratings of the managed funds. 
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Stockholders’ equity. 
Results and profitability: The results of the group in the year 2002 lay at 
59,030 thousands of euros, a figure that represents a fall of 10.93% over 2001.  
 
As we have said, this is in line with the evolution of the large European and 
North American groups, which in many cases suffered falls in double figures. 
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Business margins 
The margins related to purely banking business (particularly the basic banking 
revenue, which was maintained) evolved very satisfactorily given the fall in 
market activity, the fall in interest rates and the strong price competition in the 
sector.   
 
The gross operating income fell due to the impact of the fall in financial 
operations, affected by the low activity of customers in the markets and the 
own portfolios. Despite everything, the fall of 4.65% shows the strength of the 
results account in an adverse environment for developing the core business of 
the group. 
 
Expenses 
Personnel expenses increased by over 11%, whereas the general expenses 
only rose by 0.75%. 
 
We consider this particularly noteworthy because this year presented a 
difference with respect to others. We refer to integration. 
 
The expenses linked to integration amounted to 5.3 million euros, of which 1.4 
million were included in general expenses, 3 million in personnel expenses 
and 1 million in extraordinary results, also related to personnel.  
 
All of these expenses, which the bank wished to recognise directly and which 
are imputable to the physical, technological and operative integration, suppose 
improvements in all cases as regards the increase in income and the future 
reduction of expenses. 
 
If we do not consider the exceptional increase of 3 million euros in personnel 
expenses, which allowed the bank to achieve an optimal level of organisation, 
we see that this capital would have fallen by 5%. In the aside on general 
expenses, deducting the mentioned 1.4 million increase, there would also 
have been a fall of 5% as, together with the greater effort dedicated to 
international expansion, this reveals the enormous synergies (noted this year 
and which will consolidate and increase in the future) linked to the integration 
of Banc Agrícol and Banca Reig to create Andbanc. 
 
Extraordinary results 
The group decided to compensate the expenses attributable to the integration 
of 5.3 million euros (4.3 included in expenses and 1 in extraordinary expenses) 
with the use of the general risk reserve. 
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Cost / Income 
One of the indicators we follow most closely is the cost / income ratio, and 
particularly the basic cost / income, which measures the evolution of the 
expenses in relation to the business income. This ratio, if we discount the 
expenses of integration, as is shown by the corrected basic cost income, 
evolved positively. 
 

 
 
Indicators of profitability and capital base 
The ROE is located at 18.05%, which, bearing in mind the smaller contribution 
of the financial leverage factor, supposes an excellent return, better than that 
of 1999. Another factor to highlight is the achievement of these indicators with 
very solid risk ratios. 
 

 
 
Risk management 
The group continued with its cautious risk policy. In this sense, the 
investments concerning market risks were actively managed, as we mentioned 
in relation to the investment portfolio. The risk of change is still firmly under 
control. With respect to the Gap, accumulated Gap interest risk indicators and 
durations, it must be said that they were kept within the parameters of low risk 
and little exposure in the face of the low rate scenario. 
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Credit risk 
The credit risk indicators evolved positively: 
 

 
 
The % nonperforming loans element in 2002 reached 0.37%, highly 
comparable to other countries with low % nonperforming loans rates. The 
good state of the Andorran economy and the good risk management were 
decisive factors in achieving this good indicator. 
 
Solvency reached 42.53% as a result of the fall in the volumes managed in the 
balance and the cautious capital management policy. 
 
Liquidity Risk 
The liquidity risk remains very low, far above the necessary legal minimum. 
 

 
 
Risk profile 
From the analysis of the profitability and risk indicators and with a surplus in 
stockholders’ equity of 245,605 thousand euros, we can continue to affirm, 
even more emphatically, that Andbanc maintains a very low risk profile with an 
extraordinary capitalisation level. The individual Fitch B rating confirms us as a 
solid, solvent, profitable entity. 
 


