
 
 
 
 
Intergroup Financial Services Corp. 
Reports Second Quarter 2007 Earnings 
 
Lima, Perú, August 13, 2007. Intergroup Financial Services Corp. (Bolsa de Valores 
de Lima: IFS) announced today its unaudited results for the first half and second 
quarter of 2007.  These results are reported on a consolidated basis in accordance 
with Peruvian GAAP in nominal Peruvian Nuevos Soles. 
 
Highlights 
 

o Intergroup’s 2Q07 net income totaled S/.69mm, a 52% increase over 
2Q06, due mainly to higher financial income in both subsidiaries. 

o ROE was 27.9%, a decline from 2Q06 and 1Q07, due to higher average 
equity resulting from Intergroup’s initial public offering. 

o Earnings growth was strong at both subsidiaries: 
o Interbank’s net income grew 20% YoY and QoQ. 
o Interseguro’s net income grew 165% YoY, while remaining stable 

QoQ. 
o Interbank’s loan portfolio increased 21% YoY and 11% QoQ, with strong 

performances in both the retail and commercial portfolios. 
o NIM at Interbank reached 8.3%, significantly above the banking 

industry’s average of 7.0%. 
o Interbank’s asset quality and coverage of past due loans continued to 

improve. 
o Interseguro’s earnings grew mainly as a result of strong growth in 

investment income. 
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Intergroup  
 
 
INTERGROUP OVERVIEW 
 
Intergroup’s net income (attributable to Intergroup’s shareholders) totaled S/.69.5 
million in 2Q07, an increase of 51.7% compared to 2Q06 and 12.3% compared to 
1Q07.  Annualized ROE was 27.9% in 2Q07, down from 29.3% in 2Q06 and 31.1% in 
1Q07.  This decline was the result of higher average equity during 2Q07, due to 
Intergroup’s placement of new shares in its initial public offering in June. 
 

S/. million %chg %chg
QoQ YoY

Cash and due from banks 1,461.0 1,362.1 1,834.4 34.7% 25.6%
Investments, net 2,016.7 2,728.3 2,941.0 7.8% 45.8%
Loan portfolio, net 3,940.0 4,272.5 4,763.9 11.5% 20.9%
Fixed assets, net 388.8 394.4 406.5 3.1% 4.5%
Discontinued operations 326.9 360.9 0.0
Other assets 281.2 325.9 266.7 -18.2% -5.2%

Total Assets 8,414.6 9,444.1 10,212.4 8.1% 21.4%

Deposits and obligations 4,835.8 5,987.1 6,337.5 5.9% 31.1%
Due to banks 913.5 569.0 870.7 53.0% -4.7%
Bonds and obligations 376.8 269.4 265.9 -1.3% -29.4%
Technical reserves for premiums and claims 1,154.9 1,268.7 1,304.2 2.8% 12.9%
Discontinued operations 233.3 266.1 0.0
Other liabilities 210.6 208.9 239.3 14.5% 13.6%

Total Liabilities 7,724.8 8,569.3 9,017.6 5.2% 16.7%

Intergroup shareholders' equity 642.5 821.4 1,172.8 42.8% 82.5%
Minority interest 47.2 53.4 22.0 -58.8% -53.4%
Total shareholders' equity 689.8 874.8 1,194.8 36.6% 73.2%

2Q06 1Q07 2Q07

Intergroup's Balance Sheet Summary

 
 
Year-on-year performance 
 
YoY growth in net income (attributable to Intergroup’s shareholders) was 51.7%, 
partly due to a 32.1% increase in total net income, and partly as a result of 
Intergroup’s acquisition of minority shareholders’ stakes in Interbank and 
Interseguro, which led to a reduction in minority interest. 
 
Net income growth was driven mainly by a 32.0% increase in financial income, 
attributable to higher average loan volume at Interbank, as well as higher investment 
yields and volume at Interseguro.  Additional detail regarding both subsidiaries’ 
financial income is presented in the following sections, which discuss Interbank’s and 
Interseguro’s earnings. 
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S/. million %chg %chg

QoQ YoY

Financial income 220.7 278.2 291.2 4.7% 32.0%

Financial expenses -49.7 -62.2 -71.7 15.4% 44.3%

Gross financial margin 171.0 216.1 219.5 1.6% 28.4%

Provisions -28.3 -39.8 -36.4 -8.7% 28.6%

Net financial margin 142.7 176.3 183.1 3.9% 28.3%

Fee income from financial services, net 49.5 58.1 60.3 3.8% 21.8%

Result from insurance underwriting, net -10.0 -14.8 -22.8 54.3% 128.1%

Administrative expenses -103.4 -118.7 -120.9 1.8% 17.0%

Net operating margin 78.8 100.8 99.7 -1.1% 26.5%

Depreciation and amortization -12.8 -13.9 -13.6 -2.0% 6.4%

Other income (expenses) 2.6 2.4 5.3 122.7% 102.4%

Income before tax and profit sharing 68.7 89.4 91.4 2.3% 33.1%

Income tax and profit sharing -20.4 -20.7 -26.0 25.6% 27.6%

Income from continuing operations 48.3 68.7 65.5 -4.7% 35.4%

Income from discontinuing operations 1.0 0.3 -0.3 -200.0% -128.0%

Net income 49.3 68.9 65.2 -5.5% 32.1%

Attributable to IFS shareholders 45.8 61.9 69.5 12.3% 51.7%

ROE 29.3% 31.3% 27.9%

2Q06 1Q07 2Q07

Intergroup Profit and Loss Statement Summary

 
 
Financial expenses increased 44.3% as a consequence of two factors: an increase of 
S/.14.4 million (30.4%) in Interbank’s financial expenses, and a one-time S/.7.1 
million financial charge at Intergroup related to its corporate reorganization.  
Provisions increased 28.6%, primarily due to higher loan volumes at Interbank.   Net 
financial margin rose 28.3%, driven by financial income growth, and partially offset 
by higher financial expenses and provisions. 
 
Fee income increased 21.8%, mainly due to a larger number of credit card and 
deposit accounts at Interbank, in addition to an increased number of transactions in 
the bank’s expanding ATM network.  In 2Q07, Interseguro’s loss resulting from 
insurance underwriting totaled S/.22.8 million, an increase of S/. 12.8 million 
(128.1%) compared to the loss reported in 1Q07.  The higher loss was attributable to 
a 16.0% decline in premiums, not matched by a similar reduction in change in 
reserves.  Administrative expenses rose 17.0%, due to the expansion of Interbank’s 
network, and costs related to the acquisition of new customers.   
 
As a result of the growth in net financial margin, partially offset by higher losses in 
insurance underwriting and administrative expenses, net operating margin increased 
26.5%, driving income before taxes to grow 33.1%, and net income to rise 32.1%. 
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Quarter–on-quarter performance 
 
Net income (attributable to Intergroup’s shareholders) rose 12.3% QoQ due to a 
decrease in minority interest, resulting from Intergroup’s acquisition of shares in 
Interbank and Interseguro.  Total net income fell 5.5%, despite positive contributions 
by Intergroup’s two subsidiaries, due to one-time financial charges related to its 
corporate reorganization, as well as a one-time positive tax adjustment, which was 
registered at the consolidated level in 1Q07. 
 
Gross financial margin increased 1.6%, as growth in Interbank’s and Interseguro’s 
financial income was partially offset by the one-time S/.7.1 million charge described 
above. On the other hand, provsion expenses fell 8.7% resulting in a 3.9% increase in 
net financial margin. 
 
Fee income from financial services increased 3.8%, mainly as a result of growth in 
Interbank’s credit card and contingent loan fees.  The insurance underwriting loss 
increased by S/.8.0 million (54.3%), mainly due to a significant rise in Interseguro’s 
change in reserves.  This higher loss, together with a 1.8% increase in administrative 
expenses, led to a 1.1% decline in net operating margin.  
 
An increase of S/. 2.9mm in other income resulted in a 2.3% increase in income 
before taxes.  The income tax expense rose 25.6%, mainly due to the fact that 
Intergroup registered a one-time positive tax adjustment of S/.2.6 million in 1Q07, 
which was not repeated in 2Q07.  As a result, net income declined 5.5% QoQ. 
 
 
CONTRIBUTION OF SUBISIDIARIES 
 
The table below illustrates the positive contributions of both Interbank and 
Interseguro to Intergroup’s earnings growth on a YoY and QoQ basis.   
 

S/. million %chg %chg

QoQ YoY
Interbank 36.4 37.9 43.3 14.3% 19.0%

Interseguro 9.5 24.9 30.9 24.0% 223.2%

Corporate expenses -3.5 -7.5

Consolidation adjustments -0.1 2.6 2.8 6.5%

Total 45.8 61.9 69.5 12.3% 51.7%

Intergroup Profit and Loss Statement Summary

2Q06 1Q07 2Q07

 
 
The following two sections analyze in detail the performance of both subsidiaries. 
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Interbank 
 
SUMMARY 
 
Interbank’s net income in 2Q07 totaled S/.45.4 million, an increase of 20.2% 
compared to 2Q06, and 19.7% compared to 1Q07.   The annualized return on average 
equity was 27.7% in 2Q07, and increase from 27.4% 2Q06 and 23.3% in 1Q07. 
 

S/. million %chg %chg
QoQ YoY

Financial income 194.0 225.0 233.6 3.8% 20.4%

Financial expenses -47.1 -57.8 -61.5 6.4% 30.4%

Gross financial margin 146.9 167.3 172.1 2.9% 17.2%

Provisions -28.9 -29.1 -33.7 15.8% 16.5%

Net financial margin 118.0 138.2 138.4 0.2% 17.3%

Fee income from financial services, net 51.3 59.6 62.4 4.8% 21.6%

Administrative expenses -98.8 -114.0 -114.9 0.8% 16.3%

Net operating margin 70.5 83.7 85.9 2.7% 21.9%

Depreciation and amortization -12.0 -13.0 -12.7 -2.4% 6.2%

Other income (expenses) -1.2 -14.9 -6.3 -57.9% 410.7%

Income before tax and profit sharings 57.3 55.8 67.0 20.0% 16.8%

Income tax and profit sharing -19.6 -17.9 -21.5 20.7% 10.2%

Net Income 37.8 37.9 45.4 19.7% 20.2%

ROE 27.4% 23.3% 27.7%

2Q06 1Q07 2Q07

Profit and Loss Statement Summary

 
 
The main driver for the YoY increase in net income was a 20.4% rise in financial 
income, attributable mainly to the 20.6% growth in the average balance of interest 
earning assets.  As a result of financial income growth, net financial margin increased 
17.3% compared to 2Q06.   Net interest margin rose from 8.1% in 2Q06 to 8.3% in 
2Q07. 
 
Financial income increased 3.8% QoQ due to a 6.9% rise in the average volume of 
interest earning assets.  This higher volume was partially offset by a 30 bps reduction 
in the average yield, mainly attributable to a decline in the yield from Interbank’s 
investment portfolio.  The rise in financial income was offset by a 6.4% increase in 
financial expenses, and a 15.8% growth in provisions.  As a result, net financial 
margin increased 0.2% QoQ.   
 
Fee income from financial services grew 21.6% YoY and 4.8% QoQ, due mainly to 
higher transaction levels in a larger number of credit card and deposit accounts.  Due 
to the expansion of Interbank’s branch and ATM network, administrative expenses 
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rose 16.3% YoY.  However, as a result of higher income, the efficiency ratio declined 
from 55.9% in 2Q06 to 54.4% in 2Q07.   
 
The above-mentioned YoY increases in net financial margin and fee income resulted 
in a 21.9% YoY expansion in operating margin, and a 16.8% rise in income before 
taxes YoY.   
 
Net income increased 19.7% QoQ, due mainly to a 2.7% increase in net operating 
margin and a 57.9% decline in other expenses. 
   
 
INTEREST EARNING ASSETS 
 
Interbank’s interest earnings assets reached S/.7,740.6 million as of June 30, 2007, 
an increase of 10.1% over March 31, 2007 and 23.7% over June 30, 2006.  The 
quarterly increase was primarily attributable to an 11.5%  increase in the bank’s loan 
portfolio.  The yearly increase was due to strong growth in loans (21.2% YoY) and 
investments (61.3% YoY). 
 
The bank’s investment portfolio is mainly comprised of Certificates of Deposit in the 
Peruvian Central Bank and Peruvian Sovereign and Global bonds.  
 

S/. million %chg %chg
QoQ YoY

Cash and due from banks 1,410.3 1,360.8 1,503.4 10.5% 6.6%
Investment, net 905.4 1,381.1 1,460.0 5.7% 61.3%
Loan portfolio, net 3,941.5 4,286.4 4,777.3 11.5% 21.2%
Total interest earnings assets 6,257.2 7,028.4 7,740.6 10.1% 23.7%

Interest Earning Assets

2Q06 1Q07 2Q07

 
 
Total net direct loans were S/.4,777.3 million as of June 30, 2007, an increase of 
11.5% QoQ and 21.2% YoY.  These growth rates were the result of the 12.3% QoQ and 
26.0% YoY increases in Interbank’s current loan portfolio. 
 

S/. million %chg %chg

QoQ YoY
Current loans:
   Retail 1,924.7 2,258.6 2,410.2 6.7% 25.2%

   Commercial 1,882.9 2,012.3 2,387.7 18.7% 26.8%

Total current loans 3,807.6 4,270.9 4,797.8 12.3% 26.0%

Restructured and refinanced loans 296.6 219.5 229.5 4.6% -22.6%

Past due loans 107.1 86.3 94.6 9.6% -11.7%

Gross loans 4,211.4 4,576.7 5,122.0 11.9% 21.6%

Add (less)
Accrued and deferred interest -57.0 -81.8 -122.9 50.3% 115.7%

Allowance for loan losses -212.9 -208.5 -221.7 6.4% 4.1%

Total direct loans, net 3,941.5 4,286.4 4,777.3 11.5% 21.2%

Loan Portfolio

2Q06 1Q07 2Q07
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The strong quarterly growth in current loans was mainly due to an 18.7% increase in 
commercial loans, attributable to increased investment activity in Peru, and strong 
efforts in our commercial banking division.  Total current loans grew 26.0% YoY, 
driven by similarly strong performances in the retail and commercial segments.  
During the same period, restructured and refinanced loans declined 22.6% and past 
due loans declined 11.7%, leading to significant improvements in Interbank’s asset 
quality and coverage ratios. 
 
Total retail loans were S/.2,410.2 million as of June 30, 2007, and accounted for 
50.2% of Interbank’s current loan portfolio. Growth in retail loans was 6.7% QoQ and 
25.2% YoY. Growth in other consumer loans, driven by payroll deduction loans, was 
the main driver for the quarterly and yearly increases in retail loans.  Credit card and 
mortgage loans also contributed to the strong YoY performance of retail loans. 
 

S/. million %chg %chg

QoQ YoY
Consumer loans:
   Credit cards 625.7 717.5 750.0 4.5% 19.9%

   Other consumer 792.1 983.7 1,082.7 10.1% 36.7%

Total consumer loans 1,417.8 1,701.3 1,832.8 7.7% 29.3%

    Mortgages 507.0 557.4 577.4 3.6% 13.9%

Total retail loans 1,924.7 2,258.6 2,410.2 6.7% 25.2%

2Q06 1Q07 2Q07

Breakdown of Current Retail Loans

 
 
 
FUNDING STRUCTURE 
 
Following a 5-year trend, over the past 12 months, deposits continued to outpace 
other types of financing.  As a result of a 31.0% YoY growth rate, deposits accounted 
for 85.4% of Interbank’s funding as of June 30, 2007, a significant increase over the 
79.6% reported in the previous year.   
 

%chg %chg

QoQ YoY
S/. million:
Deposits and obligations 4,843.6 5,987.0 6,343.1 5.9% 31.0%

Due to banks 873.7 506.1 826.2 63.2% -5.4%

Bonds and obligations 365.6 258.8 255.6 -1.2% -30.1%

Total funding 6,082.9 6,751.8 7,424.9 10.0% 22.1%

Assets under management (mutual funds) 1,020.1 1,537.4 1,938.8 26.1% 90.1%

% of funding:
Deposits and obligations 79.6% 88.7% 85.4%
Due to banks 14.4% 7.5% 11.1%
Bonds and obligations 6.0% 3.8% 3.4%

Funding Structure

2Q06 1Q07 2Q07
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However, growth in deposits has deviated from the trend during the last quarter.  
While total funding increased 10.0% QoQ, deposits increased 5.9%.   As a result, the 
share of deposits in Interbank’s total funding declined from 88.7% as of March 31, 
2007 to 85.4% as of June 30, 2007.  This deviation from the trend was best explained 
by two factors:  First, while growth in deposits remains strong, it has slowed from 
previous quarters due to a shift in retail customers’ savings preferences towards 
mutual funds, as evidenced by the growth in Interbank’s assets under management.  
Second, accelerating growth rates in Interbank’s interest earning assets have allowed 
the bank to use additional sources of funding.  
 
As shown in the table below, growth in deposits was driven by increases in the retail 
and commercial segments.  Also, the breakdown of deposits by type has remained 
relatively stable over the past 12 months.  
 

S/. million %chg %chg

QoQ YoY
By Customer Segment:
    Retail 2,329.4 2,775.8 2,983.2 7.5% 28.1%

    Commercial 2,514.2 3,211.2 3,359.9 4.6% 33.6%

Total 4,843.6 5,987.0 6,343.1 5.9% 31.0%

By Type:
    Demand 779.4 1,012.6 995.0 -1.7% 27.6%

    Savings 1,678.2 1,817.8 1,868.0 2.8% 11.3%

    Time 2,199.0 2,794.4 2,764.2 -1.1% 25.7%

    Other 187.0 362.2 716.0 97.7% 282.9%

Total 4,843.6 5,987.0 6,343.1 5.9% 31.0%

2Q07

Breakdown of Deposits

2Q06 1Q07

 
 
 
FINANCIAL MARGIN 
 
Gross financial margin increased 17.2% YoY and 2.9% QoQ, driven by growth in 
financial income, which rose primarily as a result of higher volumes of interest 
earning assets. 
 

S/. million %chg %chg
QoQ YoY

Interest and commissions on loans 146.4 163.7 174.5 6.6% 19.2%

Investment income 15.2 30.9 29.4 -4.7% 93.7%

Other financial income 8.9 12.4 11.4 -8.2% 27.9%

Financial income before exch. difference 170.5 207.0 215.3 4.0% 26.3%

Exchange difference 23.6 18.1 18.3 1.3% -22.2%

Total Financial Income 194.0 225.0 233.6 3.8% 20.4%

Average interest earning assets 6,121.7 6,909.2 7,384.5 6.9% 20.6%

Average yield on assets* 11.1% 12.0% 11.7%

*Annualized. Excludes exchange difference

Financial Income

2Q06 1Q07 2Q07
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Financial income increased 20.4% YoY and 3.8% QoQ.  Excluding exchange rate 
differences, growth totaled 26.3% YoY and 4.0% QoQ. 
 
The main drivers for the YoY growth were an increase of 19.2% in interest and 
commissions on loans, and a 93.7% increase in investment income.  84% of the 
increase in interest and commissions on loans was explained by a 16.2% rise in the 
average volume of loans.  The remaining 16% was due to a 40 bps rise on the 
annualized average yield on loans, from 15.0% in 2Q06 to 15.4% in 2Q07.  Investment 
income rose due to a 110.4% increase in the average volume of investments, which 
was partially offset by a 70 bps decline in the annualized average yield, from 9.0% in 
2Q06 to 8.3% in 2Q07.  Despite this decline in the yield on investments, an increased 
volume of higher yielding loans led the annualized average yield on Interbank’s 
interest earning assets to rise from 11.1% in 2Q06 to 11.7% in 2Q07. 
 
Financial income before exchange difference grew 4.0% QoQ, due to a 6.6% increase 
in interest and commissions on loans. This increase was the result of 7.5% growth in 
average loan volumes.  The effect of volume growth was partially offset by a 10 bps 
decline in the annualized yield on average loans, from 15.5% in 1Q07 to 15.4% in 
2Q07.  Investment income declined 4.7% QoQ, due to a 100 bps decline in the 
annualized average yield on investments, from 9.3% in 1Q07 to 8.3% in 2Q07.   As a 
result of this decline, the annualized average yield on interest earning assets 
decreased from 12.0% in 1Q07 to 11.7% in 2Q07. 
  

S/. million %chg %chg
QoQ YoY

Interest and commissions on deposits 32.5 44.5 44.8 0.7% 37.8%

Interest and fees on due to banks 6.4 5.7 8.6 49.6% 34.7%

Interest on securities, bonds and obligations 5.1 4.2 4.3 1.3% -16.8%

Other financial expenses 3.1 3.3 3.8 15.3% 23.0%

Total Financial Expenses 47.1 57.8 61.5 6.4% 30.4%

Average interest bearing liabilities 5,947.3 6,628.6 7,088.4 6.9% 19.2%

Average cost of funding 3.2% 3.5% 3.5%

Financial Expenses

2Q06 1Q07 2Q07

 
 
Financial expenses increased 30.4% YoY and 6.4% QoQ.  YoY growth was the result of 
a 37.8% increase in interest on deposits and a 34.7% rise in interest due to banks.  
70% of the rise in interest on deposits was attributable to the 26.5% growth in 
volume.  The remaining 30% was due to a 20 bps increase in the annualized average 
cost of deposits, from 2.7% in 2Q06 to 2.9% in 2Q07.  Interest due to banks rose by 
34.7% YoY despite a 5.2% decline on average volume, due to a 150 bps rise in the 
annualized average cost of financing, from 3.6% in 2Q06, to 5.1% in 2Q07.  As a result 
of higher costs on deposits and interest on due to banks, Interbank’s annualized 
average cost of funding rose 30bps, from 3.2% in 2Q06 to 3.5% in 2Q07.   
 
Financial expenses increased 6.4% QoQ, primarily due to a 49.6% rise in interest on 
due to banks.  Due to bank volume grew 34.8% QoQ, and accounted for 70% of the 
increase in interest ondue to banks.  A 50 bps increase in the annualized average cost 
accounted for the remaining 30%.  Interest on deposits increased by only 0.7%, 
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despite a 4.9% rise in average volume.  A 10 bps decline in the annualized average 
cost of deposits allowed interest from increasing in-line with volume cost.  Lower 
deposit costs and higher costs on due to banks offset each other and enabled the 
annualized average cost of funding to remain stable at 3.5% 
 

Net Interest Income 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
As a result of the YoY increase in the average yield on Interbank’s interest earning 
assets, net interest margin increased from 8.1% in 2Q06 to 8.3% in 2Q07.  On the 
other hand, the QoQ decline on average yields on investments led net interest margin 
to decrease 30 bps QoQ.   
 
Interbank’s net interest margin remains significantly above the Peruvian banking 
industry’s average, due to a higher concentration on high yielding consumer loans.  
 
 
PROVISIONS 
 
Total provision expenses increased 15.8% QoQ and 16.5% YoY, primarily as a result of 
a higher volume of loans.  The QoQ increase was also due to a rise in the provision 
for impairment of investments, in addition to stagnant credit recoveries.  The 
annualized ratio of provision expense to average loans was 2.7% in 2Q07, an increase 
from 2.6% in 1Q07, but a decline from 2.8% in 2Q06.  
 

8.3%
8.6%

8.2%8.4%
8.1%

7.9%

7.0%6.9%7.0%6.9%

6.0%6.1%

1Q2006 2Q2006 3Q2006 4Q2006 1Q2007 2Q2007

Interbank Banking Industry
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S/. million %chg %chg
QoQ YoY

Provisions recognized as expense:
     For possible loan losses -31.3 -33.0 -36.7 11.3% 17.2%
     For impairment of investments 0.0 0.0 -0.9 - -2346.3%
Total provisions recognized as expense -31.3 -33.0 -37.6 14.1% 20.3%
Recoveries 2.4 3.9 3.9 1.4% 66.3%

Total provision expense -28.9 -29.1 -33.7 15.8% 16.5%

Provision expense / Average loans 2.8% 2.6% 2.7%

Composition of Provision Expense

2Q06 1Q07 2Q07

 
 
The ratio of past due loans to total loans continued to steadily decline, from 2.5% in 
2Q06 to 1.9% in 1Q06 and 1.8% 2Q07.  Reserve coverage remains high, with loan loss 
allowances accounting for 234.4% of past due loans. 
 

S/. million %chg %chg
QoQ YoY

Balance at the beginning of the quarter 237.6 219.4 227.1 3.5% -4.4%

Provision recognized as expense 31.3 33.0 36.7 11.3% 17.2%

Write-offs, extinguishment and sales -32.0 -21.0 -18.8 -10.6% -41.4%

Recoveries -2.4 -3.9 -3.9 1.4% 66.3%

Exchange difference, net -4.0 -0.5 1.2 -357.2% -129.6%

Balance at the end of the quarter 230.6 227.1 242.3 6.7% 5.1%

Direct loans 212.9 208.5 221.7 6.4% 4.1%

Indirect loans 17.6 18.6 20.6 10.5% 16.5%

Past due loans / Total loans 2.5% 1.9% 1.8%

Reserve coverage 198.7% 241.5% 234.4%

1Q07 2Q07

Provision for Loan Losses

2Q06

 
 
 
FEE INCOME FROM FINANCIAL SERVICES 
 
Gross fee income from financial services increased 19.8% YoY and 5.1% QoQ.  The 
main driver for income growth was a sharp rise in credit and debit card fees, both on 
a quarterly and yearly basis.  Fees on credit and debit cards have grown primarily as 
a result of a larger number of accounts, which expanded 17% YoY.   
 
The second most important factor explaining QoQ growth in fee income was a 23.3% 
increase in fees on contingent operations, which have grown in-line with the strong 
expansion of business activity in the commercial banking segment. 
 
Aside from credit and debit card fees, the main factors for the YoY growth in fee 
income were higher insurance fees on loans, higher maintenance fees on deposits, 
and higher fees for the use of the bank’s expanding ATM network.   
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S/. million %chg %chg
QoQ YoY

Credit and debit card 18.9 21.8 24.0 9.8% 26.9%

Fee for insurance, deposits and other 16.6 20.8 19.8 -4.9% 19.1%

Fee for statements of accounts 4.3 4.9 5.0 2.0% 17.5%

Fee for use of ATMs 1.8 3.2 3.4 7.3% 89.9%

Contingent operations 3.2 3.1 3.8 23.3% 18.5%

Fund transfer services 2.7 3.3 3.5 6.7% 27.8%

Fees for collection and payment services 2.7 2.5 2.7 6.1% -2.3%

Others 7.6 6.4 7.2 13.0% -5.6%

Fee income from financial services 57.8 65.9 69.3 5.1% 19.8%

Expenses relating to financial services -6.5 -6.4 -6.9 7.9% 5.7%

Fee income from financial services, net 51.3 59.6 62.4 4.8% 21.6%

1Q072Q06 2Q07

Fee Income from Financial Services, Net

 
 
 
ADMINISTRATIVE EXPENSES 
 
Administrative expenses increased 16.3% YoY, due to several factors including the 
expansion of Interbank’s distribution network, a higher level of business activity, and 
the costs of acquiring an increasing number of new clients.  This increase in expenses 
was offset by the rise in income generated by the bank.  As a result, the annualized 
efficiency ratio was 54.4% in 2Q07, down from 55.9% in 2Q06 and 56.0% in 1Q07. 
 

S/. million %chg %chg
QoQ YoY

Personnel and board of directors expenses 39.6 49.3 46.2 -6.4% 16.7%

Services received from third parties 55.9 57.5 65.2 13.3% 16.6%

Taxes and contributions 3.3 7.2 3.6 -50.2% 6.9%

Total 98.8 114.0 114.9 0.8% 16.3%

Efficiency ratio 55.9% 56.0% 54.4%

Administrative Expenses

2Q06 1Q07 2Q07

 
 
 
OTHERS 
 

S/. million %chg %chg
QoQ YoY

Depreciation -9.5 -10.9 -10.5 -3.7% 10.6%

Amortization -2.4 -2.1 -2.2 4.3% -10.7%

Provisions for contingencies and other provisions -2.2 -20.9 -10.9 -47.6% 389.9%

Income (expenses) for recoveries 6.1 9.9 8.3 -16.1% 36.2%

Extraordinary income (expenses) -5.2 -3.4 -3.6 5.2% -31.1%

Income (expenses) of prior years 0.1 -0.5 0.0 -90.4% -138.0%

Total -13.2 -27.9 -19.0 -32.0% 44.0%

Other Income (Expenses)

2Q06 1Q07 2Q07
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Other expenses increased 44.0% YoY, due mainly to a S/.8.7 million increase in 
provisions for contingencies.   On a QoQ basis, other expenses declined 32.0% due to 
a S/.10.0mm decrease in the same account. 
 
 
CAPITALIZATION 
 
The ratio of risk-weighted assets to regulatory capital was 8.0 as of June 30, 2007, 
slightly above the 7.8 ratio of June 30, 2006 and the 7.9 ratio of March 31, 2007, but 
significantly below the maximum 11.0 ratio set by Peruvian banking regulations.   
 
The composition of the bank’s regulatory capital has improved over the last 12 
months, with Tier I capital increasing 18.0%, and Tier II capital declining 3.7%. 
 

S/. million %chg %chg

QoQ YoY

Tier I 595.6 657.3 702.7 6.9% 18.0%

Tier II 155.3 143.5 149.6 4.2% -3.7%

Deductions -99.9 -84.6 -66.6 -21.3% -33.3%

Regulatory capital 651.1 716.2 785.6 9.7% 20.7%

Risk weighted assets 5,011.7 5,605.1 6,223.5 11.0% 24.2%

Risk weighted assets to regulatory capital 7.8 7.9 8.0 1.3% 2.8%
BIS ratio 12.8% 12.6% 12.5% -1.3% -2.7%

2Q06 1Q07 2Q07

Capitalization
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Interseguro 
 
 
SUMMARY 
 
Interseguro’s net income during 2Q007 was S/.30.8 million, an increase of 164.6% 
YoY and 1.3% QoQ.   The annualized ROE grew from 40.8% in 2Q06 to 53.9% in 2Q07.  
Over the same period, ROA increased from 3.5% to 5.7%. 
 

S/. million %chg %chg

QoQ YoY
Premiums 69.1 58.4 58.2 -0.4% -15.7%

Premiums ceded -1.3 -0.4 -1.3 201.9% 1.8%

Fees -5.1 -4.8 -6.0 24.0% 16.2%

Claims -25.6 -32.7 -28.9 -11.4% 13.0%

Change in reserves -47.3 -34.9 -45.0 28.7% -4.9%

Direct expenses -0.9 -0.8 -1.1 27.2% 23.2%

Technical margin -11.1 -15.3 -24.0 57.2% 117.0%

Indirect expenses -3.4 -3.5 -3.7 6.1% 8.9%

Investment income, net 24.8 48.9 58.4 19.4% 135.2%

Exchange difference 1.3 0.3 0.2 -43.8% -87.6%

Net income 11.6 30.4 30.8 1.3% 164.6%

2Q06

Profit and Loss Statement Summary

1Q07 2Q07

 
 
The main driver for earnings growth was investment income, which increased 135.2% 
YoY and 19.4% QoQ.  On a YoY basis, this growth in investment income was partially 
offset by lower premiums and higher claims.  Quarterly growth in investment income 
was offset by higher technical reserves. 
 
Interseguro remains the leading provider of annuities in Peru, with a market share of 
27.7% during 2Q07.  This share is similar to that reported on 2Q06 and 1Q07.  The 
company’s share of the total life insurance market was 14.5% during the same 
period, down from 18.7% in 2Q 6 and 14.8% in 1Q07. 
 
 
PREMIUMS 
 
Premiums remained stable QoQ and declined 15.7% YoY.  As shown in the table 
below, the YoY decline was primarily due to a 23.8% reduction in annuity premiums.  
While Interseguro has maintained its market share in annuities, the market has 
contracted because of two factors:  The first was a delay in the approval of the 
regulation for the Early Retirement Law.  The second was competition from direct 



  

 

Second Quarter 2007 Earnings Report 16 
 

retirement schemes at the Private Pension System, which has attained high yields 
over the past 18 months. 
 

S/. million %chg %chg Market
QoQ YoY Share

Individual life 4.1 5.8 4.3 -26.1% 5.0% 5.3%

Annuities 45.6 32.4 34.8 7.4% -23.8% 25.5%

Group life 4.6 4.9 5.3 7.1% 15.1% 5.0%

Disability and survivor benefits 11.3 11.4 10.9 -4.3% -4.1% 16.9%

Mandatory traffic accident 3.4 3.9 3.0 -23.7% -12.9% 7.8%

TOTAL 69.1 58.4 58.2 -0.4% -15.7% 13.0%

1Q07 2Q072Q06

Premiums by Business Line

 
 
 
RESERVES, CLAIMS AND OPERATING EXPENSES 
 
Change in reserves fell 4.9% YoY, due to lower annuity premiums sold, and increased 
28.7% QoQ, due to an adjustment in reserves for disability and survivor benefits, as 
well as higher claims in annuities and life policies. 
 
Claims fell 11.4% QoQ and increased 13.0% YoY.  The quarterly decline was due to 
lower claims in disability and survivor (-25%), life (-12%) and mandatory traffic 
accident (-46%) policies.  YoY growth was due to increases in claims in annuity (24%), 
life (12%) and group (361%) policies.   
 
As a result of the above-mentioned factors, technical margin was S/.-24.0 million in 
2Q07, S/. 8.7 million lower than 1Q07, and S/. 12.9 million lower than 2Q06.   
 
Indirect expenses rose 6.1% QoQ and 8.9% YoY, due to higher personnel, 
administrative and marketing expenses. 
 
 
INVESTMENT INCOME 
 
Investment income increased 135.2% YoY, as a result of two factors: a 21% increase 
in the average investment portfolio, and a 730 bps rise in the annualized average 
yield, from 7.9% to 15.2%.  As shown in the tables below, growth in portfolio size and 
yield was particularly strong in Interseguro’s equity investments. 
 
Investment income rose 19.4% QoQ, due mainly to higher yields on equities.  
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S/. million %chg %chg

QoQ YoY
Income:
   Equity 0.6 25.7 31.3 21.9% 5086.0%

   Fixed income 20.5 23.5 23.6 0.4% 15.1%

   Real estate 3.5 3.9 3.5 -8.9% 0.5%

   Funds 3.0 -1.7 3.3 -294.5% 6.6%

Total income 28.0 51.3 61.7 20.1% 120.4%

Expense -3.2 -2.5 -3.3 33.6% 4.0%

Net income 24.8 48.9 58.4 19.4% 135.2%

2Q06 1Q07 2Q07

Investment Income, Net

 
 
 

S/. million %chg %chg

QoQ YoY
Fixed income 1,026.6 995.9 1,061.5 6.6% 3.4%

Funds 86.3 107.3 73.8 -31.3% -14.6%

Equity 76.7 230.1 217.4 -5.5% 183.4%

Real estate 121.6 132.5 149.0 12.4% 22.5%

Others 12.4 11.4 11.8 3.9% -4.6%

Total 1,323.6 1,477.2 1,513.4 2.4% 14.3%

Investment Portfolio

2Q06 1Q07 2Q07

 


