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	“BCHB GROUP’S  2006 NET PROFIT RISES 82% TO A RECORD RM1.504 BILLION”


A. BCHB GROUP RESULTS
Bumiputra-Commerce Holdings Berhad (“BCHB Group”) today posted a record net profit of RM1.504 billion for the financial year ended 31 December 2006, an 82% increase compared to RM827 million earned in 2005.  This translates to an annualised net ROE of 13.98%, significantly above its KPI target of 13% and the 8.89% achieved in 2005. Total shareholder return (“TSR”) over the year of 39.3% outperformed the KLCI TSR of 21.9% and BCHB declared a gross dividend per share of 15 sen, in line with its dividend policy. Net earnings per share of 48.7 sen increased 60% over 30.5 sen recorded in 2005 and compares favourably with average consensus estimates of 43.5 sen (Bloomberg).
The strong financial performance was achieved despite the Group undergoing massive changes during the year involving the first full year of integrating CIMB-GK, its international investment banking arm acquired in mid-2005, the merger with Southern Bank Berhad (“SBB”) acquired in mid 2006 and the remodelling of Bumiputra Commerce Bank Berhad (“BCB”) following its integration with CIMB Investment Bank in mid 2005. 
The Group’s total operating income for the financial year rose 35% to RM6.393 billion. The Group’s profit before tax rose 53% to RM2.002 billion from RM1.310bn recorded in 2005 despite a 47% increase in overhead expenses while loan loss provisions was flat at RM1.017 billion.  The higher year on year revenues and costs reflect a first full year consolidation of CIMB-GK, six months consolidation and merger related expenses for SBB as well as Mutual Separation Scheme (“MSS”) payments at CIMB Bank. Cost to income ratio stood at 52.5% compared to 48.2% in the previous year although excluding the MSS and integration costs the ratio would be lower at 49.7%. The Group’s loan loss coverage ratio was higher at 57.5% as at end December 2006 compared to 55.2% at the end of 2005. Net NPL ratio was down to 5.5% compared to 5.7% previously following higher provisions and a RM827 million write-off exercise at CIMB Bank.  
In terms of contribution to the Group’s full year profit before tax, CIMB Universal Bank (“CIMB UB”), consisting of the former BCB and CIMB Investment Bank operations, CIMB-GK’s first full year earnings and SBB’s earnings since 1st July, contributed 89% at RM1.775 billion. P.T. Bank Niaga, BCHB’s Indonesian consumer banking arm, achieved a profit before tax of RM367 million, representing 18% of Group’s profit before tax while BCHB, the holding company, made a loss of RM140 million arising from interest expense relating to the SBB acquisition. Approximately 23% of BCHB’s full year profit before tax is derived from the Group’s foreign operations with Bank Niaga contributing 79% and CIMB-GK 9%. The remaining 12% contribution comes from the Group’s overseas branches.
The Group had a very strong fourth quarter in 2006 with total operating income up 32% over the quarter to RM2.188 billion. Profit before tax registered a 20% increase from the third quarter to RM592 million despite a 46% increase in loan loss provisions and a 38% rise in overhead expenses to RM417 million and RM1.198 billion respectively. Overhead expenses increased over the quarter in tandem with merger expenses and higher variable costs. Net profit for the quarter was RM447 million, up 10% from the previous quarter. 
Full year non interest income surged 57% on year to RM2.735 billion and 68% on quarter to RM1.141 billion.  This was driven by CIMB Group’s strong performance in the capital markets. 2006 was a record year for announced M&A transactions with domestic industry M&A deal value of RM106.9 billion in 2006 (2005: RM32.6 billion). In the primary domestic bond markets, 2006 was a record year with RM56.9 billion primary corporate bonds issued.  The Group’s landmark deals include MMC/ Malakoff’s RM9.3 billion acquisition, OYL’s RM7.6 billion privatisation, Wilmar/ PPB’s RM9.4 billion privatisation, Synergy Drive’s RM31 billion merger, Rantau Abang’s RM2.2b MTN, Putrajaya’s RM2.2b Islamic MTN, Resort World’s RM1.1 bil exchangeable bonds and PLUS’s RM4.5 bil MTN.  The Group’s non interest income as a proportion of total income rose to 52.1% in the fourth quarter from 40.9% the previous quarter. 
The Group’s total net interest income increased by 23% on year to RM3.658 billion and 6% on quarter to RM1.047 billion. Total gross loans of the Group stands at RM95.2 billion.  There was modest gross loans growth at Bank Niaga of 13% whilst CIMB’s loans (excluding SBB) were relatively unchanged as CIMB Bank focused on improving its credit processes and lending operations as a whole. 

As at 31st December 2006, the Group’s total shareholders funds stood at RM11.9 billion.  Its subsidiaries, CIMB Investment Bank Berhad and CIMB Bank Berhad has a Risk-Weighted Capital Ratio (“RWCR”) of 12.9% and 12.1% respectively whilst Bank Niaga’s RWCR was 16.8% as at 31st December 2006. 
B. BANK NIAGA RESULTS

Bank Niaga, which announced its full year results on 26th February 2007, reported net income for the financial year ended 31 December 2006 of IDR 648 billion, up 18% from a year ago which translates to a net ROE of 16.6%. Net interest income grew by 28% over the year to a record figure of IDR 2.21 trillion with net interest margins improving 34 basis points on year to 5.94%, due to the decreasing trend of the benchmark interest rates during the year. 
Bank Niaga’s gross and net NPL ratios have improved significantly to 3.47% (31st December 2005: 5.23%) and 2.72% (31st December 2005: 4.29%) respectively with the disposal of its largest corporate NPL in September 2006. Loan loss coverage ratio stood at 60% from 41.6% a year ago. Cost to income ratio also improved to 47.6% from 54.4% at the end of 2005 with higher total income generated.
C. MARKET SHARES & AWARDS

For 2006, CIMB continued to maintain its leading position in domestic M&A’s with a market share of 41% by deal size. In equities, CIMB Group achieved market shares of 22% and 8.9% in domestic IPO (by issue size) and equity secondary trading respectively.  It remained dominant in both the primary and secondary domestic corporate bond markets with market shares of 47.3% and 24.5% respectively in 2006..  
The Group gained traction in the region in equity secondary trading with CIMB-GK as it ranked fourth in Singapore and eighth in Indonesia.  CIMB-GK led the largest IPO and bond deal in Indonesia. In Asia (ex-Japan), CIMB Group was ranked 7th in the M&A league table among all global and domestic players.
In consumer banking, the highlights were CIMB Bank’s recognition as “Bank of the Year” for Malaysia by The Banker and Euromoney’s recognition of Bank Niaga as “The Best Commercial Bank for Real Estate” for Indonesia. 
CIMB Islamic earned its recognition globally as it was named the “Islamic Investment Bank of The Year”, 2006 by The Banker.
D. PROSPECTS FOR CURRENT FINANCIAL YEAR

The Group has announced its adoption of an annual net ROE target of 18% effective from 2007. For 2007, this represents a significant increase from its earlier announced ROE target of 15.5%.

The increase in ROE target is based on an expectation that the Group will be able to defend its strong position in the capital markets as a whole and begin to see significant improvements in its consumer bank following the major transformation initiatives implemented in 2006.  The Group is also expecting to recognise a gain of approximately RM650 million from the earlier announced sale of 100% of its General Insurance business and 49% of its Life Insurance and Takaful businesses.

The Group will maintain its dividend policy of at least 15 sen per share and its annual KPI target of TSR outperforming the KLCI.  However, after the expected completion of the sale of its insurance businesses and private placement of shares to Bank of Tokyo-Mitsubishi UFJ to raise RM1.335 billion in new capital in mid 2007, the Group intends to review its dividend policy.
E. CEO’S REMARKS
Dato’ Nazir Razak, Group Chief Executive remarked, “While we are very pleased to have significantly exceeded our financial targets in 2006 despite our ambitious transformation agenda, we acknowledge that our ROE’s are still lower than leading banks in the region.  We are optimistic though that our consumer bank transformation, including the merger with SBB, will yield positive results from 2007 onwards to mitigate our current dependence on investment banking and treasury.  Indeed, our customers’ initial response to our re-branding and new branches has been very encouraging.” 
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