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	The Commerce Group

	Commerce Group records a 10.3% y-o-y jump in operating profits
	For the nine-month period ended September 30, 2001, the Commerce Asset-Holding Berhad (Commerce) Group recorded a 10.3 percent increase in operating profit to RM1.175 billion, compared to RM1.065 billion recorded during the same corresponding period last year.

The Commerce Group’s higher year-on-year (y-o-y) operating profit was achieved at the back of higher earnings and a reduction in staff cost and overhead.   Net interest income was RM1.463 billion (Jan-Sep ‘00 : RM1.376 billion), non-interest income was RM590.763 million (Jan-Sep ‘00 : RM638.977 million) while staff cost and overhead was RM887.830 million (Jan-Sep ‘00 : RM952.390 million).

	Loan loss provisions was higher

PBT of RM 577.2 million  
	During the period under review, the Commerce Group raised its level of provisions year on year by RM246.724 million compared to that made in the corresponding period last year. The Commerce Group’s loan and financing loss and provision was RM555.638 million (Jan-Sep ‘00 : RM350.764 million) while provision for other receivables was RM41.850 million (Jan-Sep ‘00 :  nil).

As a result of the higher provisions, the Commerce Group profit before tax and zakat (PBT) reduced by 19.2 percent y-o-y to RM577.214 million from RM714.015 million recorded during the corresponding period last year. 

	Net annualized ROE was 9.3%
	Profit after tax and minority interests for the Commerce Group for the period under review stood at RM 397.372 million. On an annualized basis, the Commerce Group’s return on equity and earnings per share were 9.3 percent and 45.08 sen respectively.

	Gross loans and advances grew by 8.4% …
	As at 30 September 2001, gross loans and advances at the Commerce Group increased to RM 44.036 billion, representing a 8.4 percent growth over the nine-month period.

	… and net NPL ratio rose to 6.8%
	The Commerce Group’s net non-performing loan (NPL) ratio rose to 6.8 percent as at 30 September 2001 compared to 4.8 percent as at 31 December 2000.

	Liquidity still strong at 92.5%
	Deposits from customers amounted to RM 44.889 billion as at 30 September 2001, compared to RM 46.121 billion as at 31 December 2000. The Group’s liquidity position remains strong with a loans-to-deposit ratio of 92.5 percent.

	Book value is enhanced to RM4.72 per share
	As at 30 September 2001, the Commerce Group’s shareholders’ funds strengthened to RM 5.669 billion. On a year-on-year basis, Group NTA per share has improved to RM 4.72 per share from RM 4.44 in the corresponding period last year.

	
	On a quarter-to-quarter basis, the Commerce Group results reflect the prevailing economic environment. The total provisions (loan loss provisions and provision for other receivables) for the Group increased by 25.8 percent from RM 187.787 million made during the second quarter ended 30 June 2001 to RM 236.156 million made during the third quarter, and this has resulted in a lower third quarter PBT of RM 149.811 million, compared to RM 192.675 million in the second quarter.

	
	The Company

	Holding Company PBT was RM 39.2 million
	At holding company level, Commerce Asset-Holding Berhad registered marginally higher y-o-y PBT of RM39.209 million during the nine months period ended September 30, 2001 compared to RM38.674 million recorded in the corresponding period last year. The higher Company PBT was partly due to new investments in BCB ICULS made during the year that generated additional earnings from income on accretion of BCB ICULS Principal of RM12.392 million and interest income on BCB ICULS Coupons of RM5.588 million. The higher earnings was however, partly offset by RM14.647 million interest expense of the Company’s Bonds issued during the year.

	
	The Commercial Bank

	BCB Group’s operating profit increase by 7.1% y-o-y


	The Bumiputra-Commerce Bank Group (the BCB Group) recorded operating profits of RM 918.508 million for the nine-month ended 30 September 2001, a 7.1 percent increase from the RM 857.990 million recorded in the corresponding period last year. This was the result of a 3.9 percent increase in net interest income, a 2.2 percent reduction in non-interest income and a 2.1 percent reduction in staff costs and overheads.

	Net Interest Margin for the nine-month period was 2.5 %
	Net interest income during the period under review for the BCB Group amounted to RM 1.354 billion (Jan-Sep ‘00: RM 1.303 billion) which contributed 79.2 percent of the total revenue of RM 1.710 billion. BCB Bank’s net interest margin on total assets remained steady at 2.50 percent for the period under review. 

	BCB Group records a lower PBT of RM 355.7 million …

..due to higher loan loss and provisions
	Despite a higher operating profit, BCB Group’s PBT for the nine-month ended 30 September 2001 decreased by 30.0 percent to RM 355.746 million compared to RM 508.108 million registered in the corresponding period last year due to the higher loan loss provision made.

Net loan loss and provision at the BCB Group as at September 2001 increased by 60.8 percent to RM 562.762 million compared to RM 349.882 million recorded in the corresponding period last year. The higher provisioning level was needed to buffer potential loan losses arising from the current uncertain and generally weak economic outlook.

	 
	During the nine months, Bumiputra-Commerce Bank contributed 74.1 percent to the BCB Group’s PBT with RM 263.608 million. Other contributors include Bumiputra-Commerce Finance with RM 54.513 million, BCB Labuan with RM 27.441 million, and Bumiputra-Commerce Factoring with RM 37.839 million.

	Cost-to-income ratio improved to 46.3 percent 

	Staff costs and overheads for the BCB Group for the period under review amounted to RM 791.559 million. This is a decline of 2.1 percent compared to the corresponding period last year. The rising revenue base and falling overheads had resulted in the cost-to-income ratio to decline from 48.5 percent as at September 2000 to 46.3 percent as at September 2001. The completion of migration of the computer systems to a single platform in early June 2001 has been a significant factor in containing the overheads for the year 2001. In addition, the efficiency and productivity arising from a common operating platform coupled with the cost savings from the recently concluded Voluntary Separation Scheme (VSS) exercise, significant cost savings are expected to accrue to the Bank beginning in the first quarter of 2002. The expected cost savings from the VSS exercise is estimated at about RM 90 million per annum.

	Loans grew by 9.0 percent in the nine- month period


	Gross loans at the BCB Group grew by 9.0 percent during the first nine months of 2001. The strategy to grow the loan base of the Bank Group was successful due to its large distribution network and promotional efforts undertaken by the various Business units. The growth was fairly broad based across all the strategic business units with Business Banking recording the highest growth, followed by Retail Banking and Corporate Banking.

	BCB Bank’s Net NPL ratio stands at 6.8%
	The BCB Bank’s net NPL ratio increased to 6.8 percent as at September 2001 compared to 4.7 percent as at end of December 2000. The generally slow economic conditions prevailing during the early part of the year compounded by the worsening global outlook has been the primary cause for the deteriorating NPL level. The expiry of the Bank Negara Malaysia’s indulgence on selected accounts and the weak equity market, have also been a contributing factor for the higher NPL. 

	Liquidity remained strong at 91.6%…
	BCB Bank’s Deposits decreased 6.2 percent to RM 40.467 billion as at September 2001 from December 2000 due to deposit mobilization efforts  focused on low-cost funds such as savings deposits by leveraging on the Bank’s distribution network.

	
	Liquidity remained strong as the BCB Bank’s loans-to-deposits ratio for the period under review was 91.6 percent. 

	RWCR for the BCB Bank stands at 11.1%
	The BCB Bank’s shareholders’ funds as at 30 September 2001 amounted to RM 3.623 billion. The risk weighted capital adequacy ratio (RWCR) of BCB Bank declined marginally to 11.1 percent as at 30 September 2001, from 11.8 percent as at end of December 2000 due to an expansion in loan base.

	
	The Investment Bank

	CIMB Group records a PBT of RM193.0 million 
	The Commerce International Merchant Bankers Berhad Group’s (the CIMB Group) profit before tax for the nine-month period ended 30 September 2001 amounted to RM 193.022 million, a 34.4 percent increase from the RM 143.658 million recorded in the corresponding period last year. These commendable results were achieved in a difficult and uncertain climate. 

	
	Commerce International Merchant Bankers Berhad (CIMB)’s profit increased from RM 93.085 million in September 2000 to RM 152.304 million, an increase of 63.6 percent. CIMB Securities Sdn Bhd’s profit declined by 91.3 percent from RM 55.005 million in September 2000 to RM 4.776 million. CIMB Discount House Berhad registered a profit before tax of RM 40.903 million. 

	
	The CIMB Group’s strong performance reflects its diversified income base with its debt capital markets activities mitigating the effects of difficult conditions in the equity markets. 

	
	The risk-weighted capital adequacy ratio remained high and well above the minimum regulatory requirement at 20.35 percent as at September 2001. 

	
	

	
	 

	
	Group Prospects

	
	The prospects for the remainder of 2001 remain challenging.  Concerns remain with regard to the impact on the economic slowdown on asset quality, and the Group will continue to pay particular attention to management of the quality of its assets.

With the completion of two important post merger initiatives during the year namely the integration into a single operating platform and the VSS, Bumiputra-Commerce Bank can direct its efforts towards enhancing its competitive position.  This will include broadening its reach into previously untapped areas in retail banking.  The investment banking group, CIMB continues to lead in its core competencies and barring unforeseen circumstances, will record another year of earnings growth.

We anticipate that on a Group and net basis, the financial results of the second half will not be able to match the financial results of the first half of 2001.  The impact will arise from the potential increase in the level of loan loss provisioning and additional one off exceptional costs of approximately RM 100.0 million attributable to the VSS.
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