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ey figures
as at 31 December 200/

1 Key figures m Activities (consolidated data)

Net banking income €224.3M Client deposits* €8,683M

Gross operating income €53.6M Client loans €5,439M

Net profit €74.4M Shareholders’ equity €602.7M
Average number of staff 1,244

Number of branches as at 1 May 2008 55

*money and financial deposits

p Ratings
Fitch Moody’s
ST Fl+ ST P-1
LT AA- LT Aa3

1 PROFIT GROWTH

(In EUR m) 2005 2006 2007
Net banking income 212.9 232.8 224.3
Gross operating income 45.2 68.1 53.6
Net profit 314 50.1 74.4
Shareholders’ equity, group share 475.6 564.8 602.7
Total 8,173.6 7,751.1 7,651.3

s TOTAL ASSETS

(As %) 2005 2006 2007

Cost efficiency ratio 78.80 % 70.70 % 76.10 %
Return on equity 6.60 % 8.90 % 12.70 %
International solvency ratio 9.89 % 9.52 % 9.19 %
Headcount 1,275 1,201 1,244
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eport from

the

1 ¢« ECONOMIC CONTEXT
Macroeconomic context

In 2007 the economic strength of the emerging markets
cushioned the international repercussions of the slowdown
in the United States.

Rising commodity prices caused consumer price inflation in
industrial countries to pick up in autumn 2007.

Following a non-inflationary world economic cycle of excep-
tional duration and magnitude, the economic slowdown
affecting developed countries seemed already to be making
itself felt in the fourth quarter of 2007. The slowdown was
sustained both by the prolonged financial crisis in the ban-
king sector and by major shocks primarily affecting Europe —
i.e. the strength of the euro and the short-term inflationary
pressures associated with the rising price of oil, commodities
and agricultural produce. But while the risk of a more “pes-
simistic” scenario taking shape is on the rise, a number of
factors continue to support the global economy, primarily
associated with the strength of the emerging countries (which
account for more than 50% of world growth) and the absence
of investment excesses to be offset in developed countries.

Pressures on the financial markets in summer 2007 stret-
ched risk premiums and tightened credit conditions in the
United States. These changes are likely to take their toll on
the US economy in the form of slower residential invest-
ment and household consumption. On the corporate front,
solid financial positions attributable to relatively high levels
of equity financing should help firms stave off a sharp
decline in investment.

Management

Board

Interest rate trends

2007 was characterised by a sharp increase in general inte-
rest rate levels.

Short euro rates (3-month Euribor and Eonia) rose sharply
in the first half of 2007, gaining a full half point after the
European Central Bank tightened its key refinancing rate
from 3.50% to 3.75% on 8 March and by a further
25 basis points, to 4%, on 6 June. In the second half of
2007, while the Eonia remained at around 4%, 3-month
Euribor rose sharply at the end of July 2007 following the
liquidity crunch on the interbank market fuelled by the sub-
prime credit crisis.

These developments led to a significant widening in the
3-month Euribor-Eonia spread, which by the fourth quarter
of 2007 had broadened to 78 basis points, up from
21 basis points in the first quarter, and the T3M to T10Y
spread became negative in September.

Long rates increased steadily until August 2007, before
slackening somewhat in the fourth quarter. Before summer
2007, long rates had been trending upwards as the different
growth areas inside and outside Europe made the necessary
adjustments and central banks, especially the ECB, adopted
a more hawkish bias. With the advent of the subprime crisis,
in a context of defiance and a search for security, long rates
eased over the summer and in the United States actually
clearly retreated, in spite of resurgent inflation and dollar
depreciation. However, these movements have recently been
dampened by fears of stagflation.
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2 * CHANGES IN SCOPE
OF CONSOLIDATION

The Banque Palatine Group’s scope of consolidation under-
went a number of changes in 2007:

Eurosic

Financial transactions conducted by Eurosic in the first half
of 2007 reduced the Bank’s holdings in the former from
91% to 20%.

Over the period, with support from Palatine's Corporate
Finance teams, Eurosic has successively...

e Acquired property company Vectrane, following a simpli-
fied friendly takeover on 7 May 2007;

e Assumed assets transferred from the Caisse d'Epargne
Group totalling EUR 710 million (three buildings, including
the Avant Seine building from the Caisse Nationale des
Caisses d’Epargne (CNCE) and the Bank’s head office avenue
Hoche):

e Carried out a capital increase of EUR 296 million in order
to qualify for the new tax regime for listed property invest-
ment companies (SIIC 4).

Eurosic was fully consolidated in the financial statements
as at 30 June 2007. In the second half of the year, it was
carried by the equity method.

The Gérer Group
Following the acquisition of the Gérer Group in November

2006, the various Gérer legal entities were incorporated
into the Group as initially planned:

el

QUARTER
Q3 Q4

e Gérer Conseil was merged with our management com-
pany, Palatine Asset management;

e Gérer S2E was strengthened with a team of managers
specialising in employee savings schemes;

e Gérer Intermédiation and Gérer Participations were incor-
porated into Banque Palatine through two successive univer-
sal asset transfers;

e Gérer Assurances was merged with our broking subsidiary
Socavie in the fourth quarter of 2007.

Banque Fiducial
(formerly Banque Financial)

Banque Palatine, together with Groupe Fiducial, acquired a
40% holding in Banque Fiducial on 11 July 2007 after
MMA sold 51% of its capital.

Banque Fiducial’s remit is to provide banking services tai-
lored specifically to very small companies and individual
entrepreneurs that are already clients of Groupe Fiducial.
This capital alliance will be followed by an expansion of the
commercial activities.

Aries brokerage firm

Insurance broker Ariés was acquired in full on 31 May
2007 in order to round out the Group’s range of savings and
pension products for corporate clients. Arieés Assurances is
a broker specialising in insurance cover for corporate liabi-
lities, in particular salary and social security commitments.
Combined with those of Gérer S2E, Ariés’ activities have
enabled the Group to expand its range of tailored advisory
services for companies and directors of small and medium-
sized businesses in tandem with corporate engineering.



3 e KEY EVENTS IN 2007

In 2007 the hallmarks of the Group’s commercial development
policies for its three markets — private individuals, small
and medium-sized businesses, asset management — were
as follows:

B Continued improvements in brand awareness

The various external communication initiatives undertaken
since the name change in June 2005 have enabled the bank
to sharpen awareness of its brand among private individuals
and companies. In just two years, prompted brand aware-
ness among the Group’s core target market (companies with
annual sales of more than EUR 15 million) has almost trebled.

B Upgrading and optimisation of branch network

The ambitious target of the upgrading and optimisation
of the Group’s branch network launched at end-2006 was
to refurbish 17 branches in the course of 2007. At end-
December, just under 15 branches had been converted
to the new branch format.

B Restructure of branch network

As a result of an in-depth study of the commercial position of
each branch with regards to profitability and prospects for deve-
lopment in general, progress in converting to the new branch for-
mat, and the restructure of the Caisses d’Epargne throughout
France, the Group has embarked on a plan to reorganise its
branch network.

B Strengthening of the property business

Banque Palatine has strengthened its property business by
recruiting 15 new finance staff to its team of property pro-
fessionals (property dealers, developers and investors).

The number and scope of the Group’s partnerships with the
Caisse d’Epargne Group has been further extended.

In the insurance business, personal mortgage insurance pro-
ducts providing cover in the event of death will henceforth be
managed by CNP while life insurance products are being
developed and marketed in conjunction with Ecureuil Vie.
Palatine Dimensions has also issued premiums worth nearly
EUR 67 million.

The international trade finance division, which was trans-
ferred to Banque Palatine from the Caisse d’Epargne Group
in early 2007, is fully operational and the Bank now
handles Caisses d’Epargne’s import documentary remit-
tance and documentary credit business. Issues of interna-
tional guarantee will be carried out from early 2008.

Relocation from avenue Hoche head office
On 5 June 2007, Banque Palatine sold its avenue Hoche
head office to Eurosic. At end-2007, Banque Palatine’s

head office personnel moved from avenue Hoche to
42 rue d’Anjou, in the eighth arrondissement of Paris.
Administrative services have now been grouped together in
Fontenay-sous-Bois (94). This two-pronged relocation
reflects the Bank’s drive to streamline its operations.

The central branch occupying the ground floor at avenue
Hoche is due to relocate to a third site at avenue Matignon
in 2008.

4 ¢« BUSINESS ACTIVITY IN 2007
Retail banking activities

H Personal banking

At the beginning of the year, the personal banking division
launched a know-your-client initiative. With a view to redu-
cing its dependence on the mortgage business, the Bank
has shifted its emphasis to seeking new ways to capture
new clients.

In 2007 the Bank gained nearly 2,500 new clients, two-
thirds of them in market segments with high growth potential.
To support this growth, Banque Palatine has strengthened
its Asset Analysis unit, increasing its staff threefold in the
past three years. This growth reflects the growing number
of requests from clients in high tax brackets and from company
directors.

Client deposits (cash savings and investments) increased
by 7% to nearly EUR 3 billion. 2007 also saw the launch of
a range of themed money market funds (UCITS), which were
a great success with clients. Our range of life insurance pro-
ducts was rounded out with Palatine Multicapi, a capital
bond developed and marketed in partnership with Dexia.

Non-interest-bearing demand deposits registered growth
of 3% in the year, while regulated savings products suffered
a decline similar to the prior year. In an insurance market that
suffered an overall contraction in 2007, Banque Palatine
achieved a 7% advance in new deposits (EUR 207 million)
and a 13% increase in total deposits (EUR 1,605 million).

Information initiatives targeting clients interested in tax-
exempt savings products were stepped up and the Bank
managed to repeat the success it has enjoyed with its Sofica
business (funds investing in cinema and broadcasting) in past
years. The French government’s investment in Uni Etoile 6
makes this the second-largest Sofica traded on the French
exchange.

In the mortgage sector, the Bank’s commercial strategy is to
maintain its foothold in this highly competitive market
without allowing its margins to be squeezed by the intense
competition.
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As an inevitable consequence of this commercial strategy, new
mortgage issuance fell to EUR 384 million in 2007 (from a
peak of EUR 648 million in 2006). The current balance of
outstanding mortgage loans continued to rise (up 2%).

Lastly, with the activation of its partnership with Iselection,
the Bank can now offer its clients a premier range of property
investment vehicles.

B Corporate market

With more than 680 new clients, the corporate banking divi-
sion enjoyed a 7% advance in inflows on 2006. Nearly 20%
of these new accounts are held by companies with annual
sales in excess of EUR 15 million — precisely those companies
that represent Banque Palatine’s core target market.

A key event for Banque Palatine in 2007 was the launch,
in collaboration with the financial daily La Tribune, of the Prix
de I’Ambition (ambition awards) — national awards presented
to fast-growing small and medium-sized companies that have
a pivotal role in driving economic growth, creating jobs and
promoting French culture and business, both at home and
abroad. The awards reflect the Bank’s strategic commitment to
providing ongoing support to its business clients as they pur-
sue and achieve their ambitions.

The branch network’s conversion to the new branch format
continued in 2007, with branches in Lyon, Vitton, Courbevoie
and Lille, among others, undergoing refurbishment, while the
rationalisation plans were furthered with the establishment of
additional specialist business banking centres.

Issuance of new medium- and long-term loans (excluding
LBOs) rose significantly, with new loans totalling EUR 547 mil-
lion. Total outstandings as at 31 December 2007 came to
EUR 889 million, up from EUR 765 million at end-2006.
Lending is now one of the Bank’s fastest-growing business
lines, thanks in particular to its range of fixed rate loans funded
by its sustainable development passbook savings products.

The Corporate Actions Department had an excellent year, gene-
rating commissions of more than EUR 10 million, compared
with EUR 5 million in 2006. Key projects included Eurosic’s
EUR 296 million capital increase, in which Banque Palatine
acted as advisor and co-lead manager alongside Natixis. The
bank also advised Eurosic in its EUR 850 million refinancing
operation.

Banque Palatine also helped finance or arrange finance for
approximately 50 LBOs, including participating in the senior
debt issue to fund the Linvosges LBO.

Lastly, the Bank assisted 10 or more small and medium-
sized companies in M&A activities.

sl

The Property Department also had a productive year, thanks
to a buoyant property development market. Total loan
issuance was EUR 574 million, up from EUR 440 million in
2006.

The launch of GCE Trade and the establishment of dedica-
ted sales teams brought a marked upturn in international
business that generated a 47% increase in documentary credit
issuance, taking the total for the year to EUR 337 million.

The Bank’s partnership with property leasing company
CICOBAIL was also fruitful in 2007, providing lease finan-
cing of more than EUR 70 million.

The Bank’s partnership with equipment leasing company
GCE Bail also continued, its range of products having been
enhanced in the year with the launch of GCE Car Lease,
which specialises in long-term fleet leasing.

Lastly, Banque Palatine has progressively strengthened its
partnerships with Natixis and specialist subsidiaries Natixis
Garantie, CEGI and CGE Solutions Clients, as well as laun-
ching a range of vehicle leasing products in partnership with
GCE Car Lease.

In addition, Banque Palatine has launched an electronic cer-
tification facility, called Palatine Certification, for secure
internet trading.

Financial strategy

Banque Palatine’s financial activities span four distinct areas —
own-account trading and investment, bond portfolio manage-
ment, asset and liability management, and holding activities.

The Bank’s own-account trading activities consist of forex
and cash trading, using interest rate instruments denomina-
ted in euros and other currencies as well as derivatives, with
the aim of generating short-term capital gains. These opera-
tions must respect value-at-risk limits (one day, 99%)
agreed at Group level. In 2007, trading in interest rate ins-
truments was relatively modest. By contrast, forex trading
remained brisk, reflecting the needs of our corporate
clients.

The bond portfolio changed little in 2007, with an average
of EUR 556.7 million invested in bank and corporate bonds
and an average of EUR 61.2 million in UCITS with volatility
levels of less than 2. Management strategy is directly
constrained by volume restrictions, rotation rates, minimum
rating requirements and sensitivity limits. Portfolio exposure
to UCITS was reduced at just the right time last summer,
before the subprime crisis worsened.



The aims of the Bank’'s ALM and holding activities are, first,
to manage short-term cash positions and, second, to opti-
mise the Bank’s medium- and long-term refinancing and its
equity structure with regards to regulatory coefficients and
ratios — i.e. liquidity, solvency and equity sensitivity (Basel I1)
— and the sensitivity of net interest income to gross opera-
ting income.

Banque Palatine has complied with the Caisse d’Epargne
Group’s maximum limits for the sensitivity of income to
interest rate fluctuations (based on CNCE'’s forecasts for the
yield curve) since 2005. Thus, in the worst case scenario,
an interest rate shock of plus or minus half a point should
engender a risk of a decline in net interest income of no
more than 8% on the one-year horizon, 12% over two years,
and 15% over three years.

The Bank’s 9.19% (9.94% tier 1) solvency ratio attests to
a continued equity surplus, giving it scope for investments
and distributions that implementation of new Basel Il
equity capital calculation rules are not expected to alter
substantially.

Asset management -
Palatine Asset Management

Palatine Asset Management absorbed asset management
company Gérer Conseil in an operation that facilitated
access to institutional clients, particularly those in the low-
cost housing sector. It also acquired a 33.50% capital inte-
rest in CERES AM, an asset manager active on Asian mar-
kets. The alliance between these two companies, which
have complementary businesses and client bases, has allo-
wed for an expansion in Palatine Asset Management’s range
of products.

Assets under management totalled EUR 6.2 billion at end-
2007.

In a turbulent market, Palatine Asset Management’s defen-
sive strategy has proven to be particularly effective.

Thanks to robust returns on AUM, the Bank was placed
sixth out of 166 French companies in the Alpha League
Table Europerformance classifications.

5 ¢ INDIVIDUAL AND CONSOLIDATED
BALANCE SHEET

Individual balance sheet

The individual balance sheet showed total assets of
EUR 7,544 million, down 3%.

Loans and advances to credit institutions totalled EUR 1,045
million, down EUR 717 million, since the Bank reduced its
interbank activities in the face of the escalating financial crisis.

Loans to clients increased by EUR 411 million, from EUR
4,879 million to EUR 5,290 million, due primarily to a subs-
tantial increase in current account overdrafts (up 6%) and
loans (up EUR 386 million), with financial loans, sustainable
development passbook (LDD) loans, and LBO loans accounting
for the majority, while commercial lending was down 2%.

Over the same period, the balance of the fixed income port-
folio increased by 13% to EUR 391 million.

The value of our investments and holdings in associated
undertakings rose by EUR 116 million following the transfer
of our head office building to Eurosic.

This transaction also halved the value of our fixed assets.

On the liabilities side, client deposits rose slightly, up 5%
to EUR 2,681 million.

Our bond outstandings totalled EUR 122 million, down from
EUR 152 million following the maturity of part of our bond
loans. The value of client negotiable debt instruments fell by
EUR 142 million to EUR 1,391 million at end-2007.

Consolidated balance sheet

Like the individual company balance sheet, the consolidated
balance sheet showed a decline in net assets of EUR 100 mil-
lion to EUR 7,651 million as at 31 December 2007.

On the assets side, the decline is attributable to a EUR 691 mil-
lion decline in loans and advances to credit institutions, offset
by increases in loans and advances with clients (up EUR
424 million) and the Group’s share in the profits of equity-
reported companies (up EUR 156 million) deriving prima-
rily from Eurosic.

On the liabilities side, increases in client deposits (up EUR

123 million) and shareholders’ equity (up EUR 38 million)
were offset by a EUR 365 million decline in bank debt.
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6 ¢ INDIVIDUAL AND CONSOLIDATED
RESULT

Individual financial statements

For a further successive year, Banque Palatine’s financial
statements attest to continued growth on the previous year.
Net profit was EUR 50 million, an advance of EUR 5.6 mil-
lion attributable mainly to the sale of the Bank’s avenue
Hoche head office. The modest operating income figure
reflects the deterioration in refinancing conditions following
the interest rate hikes of the first six months and the liqui-
dity crisis of the last six months of the year.

Net banking income was EUR 194.8 million, slightly higher
than in 2006 (up 2%), with subsidiaries’ fees and dividends
offsetting the erosion of net interest income and decline in
portfolio gains/losses.

Net interest income was squeezed by an unfavourable
yield curve, coupled with higher interbank rates and nar-
rower margins, primarily in the personal banking seg-
ment. Fee income was sufficient to offset this erosion,
thanks to sharp growth in financial engineering fees (up
EUR 5.0 million) plus, to a lesser extent, brokerage com-
missions and banking fees.

Operating expenses, at EUR 141.7 million, were EUR 7.9 mil-
lion higher due to the transfer of the avenue Hoche head office
at the start of June, following which the Bank was obliged to
pay rent. Personnel expenses also rose, up 3% to EUR 88.5
million, reflecting the appointment of specialist senior execu-
tives and higher variable remuneration.

Depreciation and amortisation charges were higher than in
2006, at EUR 16 million, as, in contrast to 2006, the
Bank’s new SAB software programme was amortised over
the full year.

At EUR 37 million, gross operating income was down 14%
as a direct result of increased operating expenses combined
with flat growth in net banking income.

Risk costs remained relatively low at EUR 7.9 million.
Credit risk, the cost of risk in relation to high-performance
positions, amounted to 0.29% of total credit outstandings.

Net gains on fixed assets amounted to just under EUR 39.5 mil-

lion, generated mainly by the sale of the avenue Hoche head
office.

el

Consolidated financial statements
under IFRS

Net profit (group share) under IFRS was EUR 74.4 million,
up 49% on 2006.

Net banking income came to EUR 224.3 million, a 4%
decline due to the substantial changes in the structure of
the consolidated Group resulting from the sale of subsidia-
ries GCE Bail and GCE Affacturage within the framework of
the transfer to Natixis in November 2006.

Operating expenses (including depreciation and amortisa-
tion) rose 4% to EUR 170.7 million.

Gross operating income totalled EUR 53.6 million, down
21% on 2006.

Risk costs were lower than in 2006, generating a total cost
of EUR 8 million.

Companies carried by the equity method contributed
EUR 6 million to Group profits, with positive contributions
from Cicobail, Bami, Conservateur Finance and Thiriet
Gestion (equity-reported over the full year) of EUR 8.8 million,
EUR 0.9 million, EUR 1.7 million and EUR 0.6 million
respectively and a negative contribution from Eurosic (equity-
reported for the last six months only) of EUR 6 million.
Eurisic’s equity-reported losses reflect the company’s deci-
sion to amortise the goodwill generated on the acquisition
of Vectrane in full in 2007.

Income from other assets came to EUR 58.4 million, up
sharply on 2006 due to the sale of the avenue Hoche head
office — a key event in 2007 — and profits from the dilution
of Eurosic.

Attributable net profit for 2007 was EUR 74.40 million,
a marked advance on 2006.



7 « RESOLUTIONS

Given its net profit of EUR 50,012,202.34 and losses car-
ried forward of EUR 3,373,563.38, the Bank proposes to
distribute the following balance sheet items:

e general reserve of EUR 3,067,645.33

e share issue premium of EUR 32,630,832.82

These additions take total profits available for distribution
to EUR 82,337,117.11.

After allocating EUR 2,332,000 to the legal reserve, we
will ask shareholders at the general meeting to approve
the distribution of EUR 79,956,529.74, i.e. EUR 3.87
per share, to holders of the 20,660,602 shares making up
the Bank’s share capital.

After this distribution, retained earnings will total EUR
48,587.37.

As required under article 47 of Law 65-566 of 12 July 1965,
we hereby remind you of the distributions made in the past:

Year Net amount distributed
2004 €1.50
2005 €0.13
2006 €2.10

Tax credits Total amount distributed
- €1.50
- €0.13

- €2.10

We will suggest that, as provided in article 30 of the Articles of Incorporation, shareholders opt to receive their dividend
payments in shares at the price of EUR 21.38 per share. This price reflects the net asset value of Banque Palatine after

distribution of the 2007 dividend.

At the general meeting, shareholders will also be asked to vote on the ratification of:

e The co-option of Mrs Isabelle Wenger, provisionally appointed by the Supervisory Board at a meeting held on 11 December
2007, as a full member of the Supervisory Board, elected by personnel;

e The decision to relocate the Bank’s head office from 52 avenue Hoche to 42 rue d’Anjou, 75008 Paris.

8 ¢ OUTLOOK

After substantial investments in 2006 and 2007, including
in new computer software, the new branch format, the
restructure of the network, and the centralisation and ratio-
nalisation of back office activities, in 2008 the Bank is
focussing its energies on improving profitability.

At the same time, high value-added activities including
Corporate Finance, Property and Corporate Engineering are
making ever greater contributions to growth and are set to
become the main drivers of a strong sales dynamic.

As of the date of this report’s signature, it is in our view
essential to mention the negotiations now under way with
Crédit Foncier de France with a view to the takeover of its
banking services business. If this project comes to fruition,
it can only further strengthen our Bank’s financial sound-
ness, inter alia by positioning us among the leading players
in the property management sector.
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eport from
the Supervisory Board

Dear Shareholders

The Supervisory Board met five times in 2007.

The main items on the agenda at the meeting held on 28 February were the examination of the individual company
and consolidated accounts for 2006 and the plan to transfer the corporate head office to Eurosic.

At this same meeting, Daniel Karyotis tendered his resignation as a member of the Supervisory Board and Audit
Committee. As his replacements, the Supervisory Board appointed Dominique Flon to the Supervisory Board and
Jean-Pierre Coiffe to the Audit Committee. Jean Merelle then tendered his resignation as Chairman of the
Management Board. The Board appointed Daniel Karyotis as his replacement.

The Board met again on 27 March following receipt of a submission from the Works Council concerning alert proce-
dures.

At a further meeting held on 21 June, the Board examined the individual company and consolidated results for the
period ended 31 March 2007 and examined, inter alia, the annual reports on risk management and control mecha-
nisms (articles 42 and 43 of Banking and Financial Regulation Committee [CRBF] Regulation No 97-02) and the

report from the Investment Services audit manager.

At its 19 September meeting, the Board examined individual company and consolidated results for the period
ended 30 June 2007.

At its 11 December 2007 meeting, it examined the equivalent results for the period ended 30 September 2007,
the Bank’s expected position as at 31 December 2007 and the budget for 2008. The Board then took note of the
resignation of Jean-Noél Barranger, a member of the Surveillance Board elected by personnel (council of the Bank’s
administrative staff), and co-opted Isabelle Wenger, his deputy, to replace him as staff representative on the Board.
The Audit Committee met four times in 2007 and reported on its activities at each Supervisory Board meeting.
Every working session of the Audit Committee included the following activities:

e Review of the documents presenting the individual and consolidated accounts and budget information available;

e Risk analysis from three angles: risk levels, principal exposures and risk control mechanisms. These analyses
took in credit, financial and operational risks;

e Follow-up on progress in implementing Basel |l requirements within the Bank;

e Presentation of the progress reports of the Compliance and Ongoing Controls Department relating to anti-money
laundering procedures, the supervision of investment services, internal audit systems;



e Examination of the conclusions of reviews conducted by the Audit Department and the General Inspectorate of
the CNCE and, more generally, monitoring implementation of the audit plan;

e Analysis of the implementation of the main recommendations drawn from the reports of the various inspection
bodies (the Banking Commission, the CNCE’s General Inspectorate, and Audit Palatine).

The Remunerations Committee met twice during the year.
The Group’s scope of consolidation underwent a number of changes in 2007.

e Eurosic acquired listed shares in Vectrane in the amount of EUR 295.4 million and subsequently initiated a reca-
pitalisation drive entailing the transfer of buildings from Banque Palatine and Caisse Nationale des Caisses
d’Epargne (thereby increasing its capital by EUR 154 million) and a EUR 290 million capital increase via a bonus
allocation of share subscription warrants that was increased to EUR 296 million after the overallocation option was
exercised. Following these operations, the Bank held 20% of Eurosic's capital, alongside Nexity (32%), to which
Caisse Nationale des Caisses d’Epargne had transferred its holdings.

e Gérer Group: In 2006, the Bank acquired from Caisse Nationale des Caisses d'Epargne 100% of the capital in
this group of companies specialising, respectively, in asset management (Gérer Conseil), employee savings
schemes (Gérer S2E), insurance brokerage (Gérer Assurances), financial intermediation (Gérer Intermédiation) and
a holding company (Gérer Participations). After the conclusion of internal universal asset transfers for Gérer
Participations and Gérer Intermédiation, Gérer Conseil was then absorbed by Palatine Asset Management, Banque
Palatine’s other asset management company.

With Caisse Nationale des Caisses d’Epargne, Banque Palatine subsequently established Gérer Conseil (60%
CNCE and 40% Banque Palatine) to provide a commercial interface with the Caisses d’Epargne network.

e |n the insurance sector, Banque Palatine secured its registration with the insurance brokers’ registration agency
(ORIAS) first as an insurance agent and subsequently as a broker.

The Bank then proceeded to restructure the Group’s insurance business, first initiating Gérer Assurances’ merger
by absorption with Socavie, its brokerage subsidiary, and subsequently organising the internal universal transfer of
Socavie's assets.

To be able to offer companies a comprehensive range of retirement savings services, the Bank acquired Ariés
Assurances, an insurance brokerage company specialising in insurance cover for pension commitments and group
insurance policies (savings and healthcare).

e Trade finance division: To make its organisational structure better suited to the requirements of all units of the
Caisse d'Epargne Group, the trade finance division established by Caisse Nationale des Caisses d’Epargne in 2005
was transferred to Banque Palatine at the beginning of 2007.

e Banque Fiducial: Banque Palatine acquired 40% of Banque Fiducial’s capital in 2007 within the framework of
a commercial agreement between the Caisse d’Epargne Group and Groupe Fiducial under which the latter’s
accounts experts will market the Group’s financial products (lease finance, mortgages, employee savings schemes,
etc.) to its clients.

As required under article L 225-68 (6) of the Commercial Code, we hereby inform you that we have no specific
comments to make with regards to the report from the Management Board or to individual and consolidated finan-
cial statements for the year ended 31 December 2007. We confirm that the aforesaid financial statements pro-
vide a true and fair view of the activities of the Bank and its Group in the year then ended.

We recommend that you approve the 2007 financial statements and the proposed appropriation of earnings.
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onsolidated balance sheet

Assets
(In EUR m) Notes
Cash, central banks, postal accounts (CCP)
Financial assets at fair value through profit and loss 5.1.1
Available for sale financial assets 5.3
Loans and advances to credit institutions 54.1
Loans and advances to clients 5.4.2
Held to maturity financial assets 5.6
Current tax assets and deferred tax assets
Accruals and other assets 59.1
Noncurrent assets held for sale
Share in profits of companies carried by the equity method 5.10
Investment properties 5.11.1
Property, plant and equipment 5.11.1
Intangible fixed assets 5.11.2
Goodwill on acquisition 5.12
TOTAL ASSETS
11aj

31/12/2007

117.8
Sk
282.1
1,082.8
5,439.1
222.1
30.8
165.1
1.5

245.9

23,9

34.9

7,651.3

31/12/2006

86.1
6.5
205.1
1,774.0
5,015.2

261.1

157.4

89.5

12.9

8.3

7,751.1




Liabilities and shareholders’ equity

(In EUR m)

Central banks

Financial liabilities at fair value through profit and loss

Hedge derivatives
Bank debt
Client deposits
Debts evidenced by securities
Current tax liabilities and deferred taxes
Accruals and other liabilities
Provisions
Subordinated debts
Shareholders’ equity
Shareholders’ equity, group share
Capital and related reserves
Consolidated reserves
Profit for the year
Subtotal
Unrealised or deferred gains/losses
Subtotal, shareholders’ equity, group share
Minority interests

TOTAL LIABILITIES

Notes

5.1.2

5.2

5.5.1

5.5.2

5.8.1

5.9.2

5.8.2

31/12/2007

49.7
4.4

0.7
1,771.7
2,681.4
2,235.6
23.2
126.0
35.4

120.8

445.8
84.5
74.4

604.7
-2.0

602.7

7,651.3
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31/12/2006

4.6

6.4
2,137.3
2,558.4
2,179.5
12.5
128.0
33.8

120.7

432.6
79.0
50.1

561.7
3.1
564.8
5.1

7,751.1




onsolidated iIncome statement

(In EUR m) Notes 31/12/2007 31/12/2006
Interest and similar revenues 6.1 342.1 333.5
Interest and similar expenses 6.1 -240.7 -191.7
Fee income 6.2 116.4 92.4
Fee expense 6.2 -15.0 -15.6
Net gain or loss on financial instruments
at fair value through profit and loss 6.3 -0.9 4.0
Net gain or loss on available
for sale financial assets 6.4 53 4.3
Income from other activities 6.5 25.7 8.4
Expenses on other activities 6.5 -8.6 -2.5
Net banking income 224.3 232.8
General and admin expenses 6.6 -154.9 -149.8
Depreciation of property, plant and equipment
and amortisation of intangible fixed assets 6.7 -15.8 -14.9
Gross operating income 53.6 68.1
Risk costs 6.8.3 -8.0 -13.3
Operating income 45.6 54.8
Share in profit of companies carried
by the equity method 5.10 6.0 14.6
Gains or losses on other assets 6.9 58.4 2.8
Profit/loss before tax 110.0 72.2
Company income tax 6.10.1 -36.0 -22.0
Net profit 74.0 50.2
Minority interests 0.4 -0.1

ATTRIBUTABLE NET PROFIT 74.4 50.1
el



uditors’ Report
on the Consolidated
Financial Statements

Financial year ended 31 December 2007

Banque Palatine
42, rue d’Anjou
75008 Paris

Dear Shareholders,

In accordance with our appointment as auditors at your Annual General Meeting, we have audited the conso-
lidated financial statements of Banque Palatine for the financial year ended 31 December 2007 that accom-
pany this report.

The consolidated financial statements have been drawn up by the Management Board. Our role is to express
an opinion on these financial statements, based on our audit.

1 e Opinion on the consolidated financial statements

We conducted our audit in accordance with the professional standards applicable in France. These standards
require us to plan and perform the audit in such a way as to obtain reasonable assurance that the consolidated
financial statements are free from material misstatement. Our audit includes examining, via sampling, evidence
supporting the amounts and disclosures contained in the financial statements. An audit also involves assessing
the accounting principles used and significant estimates made by the management while preparing the financial
statements, as well as evaluating the overall presentation of the information. We believe our audit provides a rea-
sonable basis for our opinion. In our opinion the consolidated financial statements give a true and fair view of the
assets and liabilities, the financial position and the results of the consolidated Group of companies, and have
been prepared in accordance with the International Financial Reporting Standards (IFRS), as adopted in the
European Union.

2 o Justification of assessments

Pursuant to the provisions in article L 225-9 of the Commercial Code relating to the justification of assess-
ments, the following information is brought to your attention:

Accounts estimates

e As indicated in notes 4.2.1, 6.8, and 5.13 to the consolidated financial statements, your group books depre-
ciation and amortisation charges and makes provisions to cover the credit risks inherent in its activities. As
part of our assessment of the significant estimates adopted in preparing these accounts, we examined the
monitoring mechanisms established by the Group for tracking credit risk, assessing the risk of non-recovery,
and coverage of risks via depreciation, amortisation and provisions on an individual and portfolio basis.

e As indicated in notes 4.2.2, 4.2.4 t0 4.2.6, 5.2 and 10.1, your Group uses models and methodologies to value
financial instruments and to assess the pertinence of their qualification as hedging transactions. We have exami-
ned the control mechanisms in place for checking accounts classifications, verifying models and determining the
parameters used to value such positions..
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e As part of the usual process of preparing the financial statements, your company also uses accounts estimates
to determine provisions for personnel benefits (notes 4.8 and 7). We have reviewed the assumptions used and
verified that these accounts estimates are underpinned by documented methods, pursuant to the principles des-
cribed in the aforementioned notes.

e These assessments are part of the process we follow in auditing the financial statements, taken as a whole,
and have therefore contributed to the formation of our opinion, as expressed in the first part of this report.

3 e Specific audit procedures
We have also proceeded to verify the information given in the report on the management of the group, in
accordance with the professional standards applicable in France. We have no comment to make as to the fair
presentation of this information or its consistency with the consolidated financial statements.

Signed in Neuilly-sur-Seine and Paris La Défense, 6 May 2008

The Auditors

PricewaterhouseCoopers Audit KPMG Audit
Department of KPMG S.A.

Guy Flury Marie-Christine Jolys Philippe Saint Pierre
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