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Corporate Pro le

Bermuda Commercial Bank s story begins more than 40 years ago, when a group of Bermudian entrepreneurs conceived of
forming a local savings and loan institution in Bermuda. We have evolved to become the only Bermudian bank focused on
servicing the local and international corporate and commercial business communities as well as high net worth clients. We
have mastered the art of banking by providing the highest standards of service to clients worldwide. Our tailored market focus,

the accessibility of our staff and our personalized service are what set Bermuda Commercial Bank apart in the industry.

Bermuda Commercial Bank Group has been guided by a corporate philosophy centered on the provision of innovative, quality

services with minimal risk tailored to the speci c needs of its clients.

FOCUS

As the only bank in Bermuda focused solely on commercial, corporate and high net worth individuals, we offer an array of
banking solutions, as well as a full range of custody, fund administration and corporate services. Our specialized market focus
allows us to truly understand and meet our clients diverse needs. We are able to deliver services with ef ciency not feasible

elsewhere while maintaining the accuracy that our clients require.

INNOVATION
Innovation is essential in the nancial services industry for adapting to and meeting the speci ¢ needs of clients, proactively
suggesting new and improved ways of operating in the offshore environment and taking a leadership position in the provision

of these services.

The corporate logo, inspired by the Sea Venture, which brought the rst settlers to Bermuda in 1609, is intended to represent the

Bank s pioneering approach to international banking and nance. Innovation drives the Bank at all levels of operation.

QUALITY, PERSONAL SERVICE

Bermuda Commercial Bank operates in a highly competitive and demanding environment. The provision of nancial services
depends upon maintaining the highest standards of quality, forming a strong bond with clients based on mutual trust and
respect, keeping informed of relevant developments in the industry and updating the services provided to re ect the

changing environment.
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The Bank has sought to take advantage of its relatively small size by providing personalized service to its client base. This is
done by ensuring that our clients always have access to our people, not automated systems, to take care of their needs. Our
clients speak directly to a professional, and our most senior staff are always available to clients to enhance their banking
experience. We also assign a dedicated administrator to each of our clients, ensuring the kind of individual care and responsibility
not possible in other institutions. We work collaboratively with our clients, understanding their businesses, challenges

and needs.

CONSERVATIVE RISK MANAGEMENT & STABILITY
The management of risk is an important criterion to all users of nancial services. The Bank has established a policy of minimizing
its own corporate risk by following an extremely conservative policy in balance sheet management. The Bank does not take risk

positions on its own account and runs a matched-book policy with its deposits.

Through our subsidiaries, International Corporate Management of Bermuda, BCB Trust Company Limited, Bercom Nominees
Limited and BCB (Mauritius) Limited, the Bermuda Commercial Bank Group provides clients with a one-stop solution to all their
banking needs be they corporate, personal or trust related. Bermuda Commercial Bank is also a member of the SWIFT (Society
of Worldwide Interbank Financial Telecommunication) network and has established correspondent banking relationships with
major institutions, allowing us to provide wire transfer services globally. Through our global custodial network, we provide our

global custody clients with access to markets all over the world.

Bermuda Commercial Bank is focused on growing its business in local and international markets through our investments in

infrastructure and commitment to high quality service and products.
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Letter to Shareholders

Bermuda Commercial Bank Limiteds ( BCB or the Bank ) net income for the year ended September 30, 2008 was

$5.16 million. This compares to net income of $5.94 million in 2007.

While 2008 net income failed to match 2007 levels, BCB did not see any of the large losses which are currently having such a
devastating impact on global banking pro tability. The Bank has no credit derivative investments and our liquidity is second to
none. BCB s long-standing conservative approach to managing our capital and our clients deposits meant the Bank did not fully
share in the fruits of the boom years but on the other hand, this strategy is currently serving us very well. However, the Bank
has not been totally immune to the current nancial turmoil. Many of our clients have been affected by the crisis which has
curtailed their nancial activity. Also, the U.S. Federal Reserve has decreased base interest rates to historically low levels. As
a result of these two factors the Bank s net interest income decreased by $1.85 million from $10.51 million in 2007 to $8.66 million

for the year ended September 30, 2008.

The Bank s total assets were $486.84 million at September 30, 2008 compared to $621.55 million at September 30, 2007, adecrease
of $134.71 million or 21.7%. BCB is banker to many large mutual and hedge fund clients which, over the last number of months,
have seen their subscription levels drop dramatically. The Bank s asset quality and liquidity remains excellent and at September

2008 our assets were 100% cash with 99% of this having maturities of less than one month.

Fee and other income decreased by $0.16 million to $5.05 million for the year ended September 30, 2008. This decrease resulted
despite $0.47 million in gains associated with the Visa and MasterCard IPOs. Custody and fund administration revenues
decreased by $0.48 million due to their being negatively impacted by the withdrawal of a number of large clients in the second
half of the year. Although we are disappointed by the loss of this valuable business, the departures were out of the Banks
control and resulted from jurisdictional changes. Our new business pipeline is currently very strong and we are con dent of

offsetting a large portion of this lost fee revenue during the coming months.

The Bank s outstanding warrants expired on May 30, 2008 and, since September 30,2007, 1,363,794 warrants have been converted
to common shares at $7.50 resulting in a $10.23 million addition to shareholders equity. At September 30, 2008 the Banks
shareholders equity stood at $71.62 million versus $60.16 million a year earlier. The Board and Management remain committed

to steadily building the value of the Bank and the following chart demonstrates the continued growth in shareholders equity.
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The following chart represents the steady growth in shareholders’ equity over the last nine years.
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Financial Year Ended September 30

The Board of Directors of the Bank has approved a half-yearly dividend of $0.40, or $0.80 per share for the year. This dividend
represents 88.9% of earnings based on our 5,752,687 outstanding shares at year end and generates an annual yield of 8.0%
based on the 2008 scal year-end trading price of $10.00 for the Banks common stock. If current low interest rates continue,
and we expect that they will, this will have a negative impact on the Bank s pro tability levels for 2009 and it will not be possible

to maintain the current dividend level.

We would like to thank our shareholders and clients for their continued support. We would also like to express our sincere
appreciation to all of our dedicated staff and management for their continued hard work and commitment to Bermuda

Commercial Bank.

%ﬂ;ﬁ/ Sauvlny %‘{’:«ﬁ

DR. CLARENCE R. TERCEIRA E. JOHN SAINSBURY

CHAIRMAN PRESIDENT
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MANAGEMENT S DISCUSSION
AND ANALYSIS

Management s Discussion and Analysis should be read in conjunction with our Consolidated Financial Statements, the notes
tothose nancial statements, and the Letter to Shareholders. All references to BCB or the Bank refer to Bermuda Commercial

Bank Limited and its subsidiaries on a consolidated basis.

RESULTS OF OPERATIONS FOR THE YEAR ENDED SEPTEMBER 30, 2008

Net income for 2008 was $5.16 million, down 13.1% from $5.94 million in 2007. Basic and diluted earnings per share for the year
ended September 30, 2008 are $1.06 and $0.85, respectively. Basic and diluted earnings per share for the year ended September
30, 2007 were $1.36 and $1.08, respectively. The difference between basic and diluted earnings per share is a consequence of

considering the conversion of options and warrants.

INCOME

Total income, decreased by $2.01 million, or 12.8%, to $13.71 million from $15.72 million. This decrease resulted primarily from

adecrease in our core net interest income. For the year ended September 30, 2008, net interest income was $8.66 million

compared to $10.51 million at September 30, 2007, a decline of $1.85 million or 17.6%. This decrease resulted from a year on year

decrease in interest rates, more than offsetting an increase in the Bank s average deposit levels. As outlined in Note 13 to the
nancial statements, the Bank's pro tability is materially in uenced by changes in interest rates, primarily U.S. Fed rates. For
scal 2008 the effective U.S. Fed interest rate was 2.97% compared with 5.23% for scal 2007.

Fees and commissions decreased by $0.73 million, or 17.4%, from the previous year. This decrease resulted from the withdrawal
of a number of large Corporate Services clients in the second half of scal year 2008. The Bank provided fund administration
and custody services to these clients. Fees in BCB Trust Company Limited, the Bank s wholly owned subsidiary remained at
similar levels to the prior year.

Fees from Banking Services remained very much in line with the prior year showing a $0.02 million or 2.0% increase from $0.98
million to $1.00 million.

BCB does not assume any foreign exchange risk through proprietary trading positions. Rather, net exchange gains are earned
from a small spread on each foreign currency conversion as it passes through the Bank. These exchange gains grew by $0.15

million or 19.0% to $0.94 million as a consequence of continued turbulence in the international currency markets.

EXPENSES

Bermuda Commercial Bank has a strong record of ef cient cost control. The downturn in global markets and the ow down
effect on BCB's revenues makes proper control over expenditure even more important in the current environment. In scal
year 2008 costs were reduced both before and after accounting for one time costs. Total expenses decreased by $1.21 million
from $9.77 million to $8.56 million. 2007 expenses were heavily impacted by costs associated with both the sale process and
the events surrounding the investigation into the Bank s major shareholder, FCIB. These expenses approximated $0.90 million
and consisted primarily of professional fees paid to our legal, audit and accounting advisors. The equivalent 2008 costs were
$0.10 million.

< Fivqyhe Gsqqivgnep Fero Pngnxih



Salaries and employee bene ts decreased by 2.9% from $4.78 million to $4.64 million. This decrease was aresult of a decreasein
variable pro tshare compensation, an expense that is linked to the Banks nancial performance. Salary and bene ts expense
levels matched the prior year as annual payroll increases were offset by slightly lower staff headcount.

Amortization decreased by $0.09 million from $0.54 million in  scal year 2007 to $0.45 million for the year ended September 30,
2008. Certain of the Banks software systems became fully amortized last year resulting in a lower amortization expense for
scal 2008.

Other expenses decreased by $0.99 million or 22.2% from $4.46 million for the year ended September 30, 2007 to $3.47 million
for 2008. This decrease results from the previously discussed Bank sale costs. Additionally, remaining operational expenses

decreased slightly as a consequence of the reduction in our fee based business.

Overall we remain satis ed with our performance in controlling costs. Through continuous review of our procedures and further
automation we believe these savings have not been made at the cost of performance. Quite the opposite in fact, Management is
con dent that our current structure now has the ability to take on signi cant additional business with only a minimum increase

in related operating costs.

TOTAL EXPENSES
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MANAGEMENT S DISCUSSION
AND ANALYSIS

FINANCIAL CONDITION AS AT SEPTEMBER 30, 2008

Despite a year on year increase in average client deposits, the Bank s year-end client deposit levels decreased to $407.64 million
at September 30, 2008 from $555.55 million at September 30, 2007, a decrease of $147.91 million. Many of our clients, particularly
mutual funds, invest large balances at month and quarter ends, thus client activity results in signi cant changes to our balance
sheet over time - the decrease in balances recorded at year-end need to be understood in this context. In addition, many of our
fund clients have also suffered a reduction in nancial activity resulting in less funds being placed on deposit with the Bank at

year end.

Client deposits are placed with essentially matching maturities with highly rated counterparties in either the interbank market
or in select money market funds. Total cash and term deposits decreased by $134.07 million to $484.53 million at September
30, 2008 from $618.60 million a year before. This decrease in assets is less than the corresponding decrease in client deposits,

primarily due to the $10.23 million in proceeds, received during scal 2008, from the exercise of warrants.

Equipment, leasehold improvements and computer software was $0.70 million at year end, down from $0.83 million at September

30, 2007 as a result of annual amortization charges exceeding capital expenditure during the year.

Interest receivable and interest payable balances vary in line with the maturity pro le and value of clients deposits. As BCB
matches its assets and liabilities, the interest receivable and interest payable balances typically move in tandem with each
other. BCB's maturity schedule continues to be short term in nature with the majority of assets and liabilities maturing within

one month.

Other assets and other liabilities typically consist of standard operational prepayments and accruals. Variations between 2008

and 2007 balances resulted from normal, short term operational movements.

As with the prior year, the proposed dividend represents the year-end dividend of $0.40 per share. The year-end dividend is
traditionally paid to shareholders in December. The 2008 proposed balance exceeds the prior year balance due to a 1,363,794

increase in issued shares following the exercise of warrants during the year.

Shareholders equity at September 30, 2008 was $71.62 million, an $11.46 million increase over the prior year balance of $60.16
million. This increase resulted from the exercise of warrants which contributed $10.23 million to equity. The balance of the

increase came from undistributed net income and $270,000 in unrealized gains from the Visa Inc IPO.
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