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FOR IMMEDIATE RELEASE

Kuala Lumpur, Monday, 7 May 2007

BCHB First Quarter 2007 Net Profit Increases By 89% To RM615.3 million

BCHB Group Results

Bumiputra-Commerce Holdings Berhad Group (“BCHB”) today reported a net profit of RM615.3 million for the 3 months ended 31 March 2007, 89% higher than the RM325.1 million earned in the corresponding period last year. Revenues and pre-tax profits were up 68% and 82% respectively. Net earnings per share increased by 85% to 19.1 sen. The Group’s annualised net return equity (“ROE”) for 1Q07 was 19.95%, significantly above its annual ROE target of 18%.

“We had a very good first quarter capitalising on buoyant capital markets in the region and leveraging on our new capabilities as an integrated universal bank. Our Malaysian consumer bank also had a good quarter, especially considering the fact that it is still in transformation stage, while Bank Niaga was in line with targets” said Dato’ Nazir Razak, BCHB Group’s CEO. 

Compared to 4Q06, net profit increased by 38%. Although revenues were 4% lower at RM2.1 billion, loan loss provisions and overheads dropped 31% and 18% respectively. Net interest income fell 2% to RM1.0 billion while non interest income was down 6% to RM1.1 billion.

The drop in loan loss provisions was due to better collection and recovery efforts as well as the large policy harmonisation provision in CIMB Bank’s auto finance that inflated 4Q06 provisions. Loan loss coverage ratio stood at 59%, up from 58% as at 31 December 2006 while net NPL ratio was marginally higher at 5.6% from 5.5% as at the end of last year. 

The sharp decline in overhead expenses was due to high 4Q06 expenses arising from late accruals of merger related costs at CIMB Bank and one-off expenses at Bank Niaga relating to staff equity schemes. Cost to income ratio for the Group dropped to 47% in 1Q07 compared to 53% for the whole of 2006. 

BCHB Group’s total assets increased by 2% to RM161.4 billion while net loans fell by 1% to RM89.2 billion as the effects of CIMB Bank’s new credit standards, policies and processes introduced in 1H06 continues to flow through. Bank Niaga’s loan book was IDR32.3 billion as at 31st March 2007.
CIMB Universal Bank, comprising the Group’s Malaysian consumer bank and regional investment banking operations, and PT Bank Niaga contributed 95% and 12% to the Group’s profit before tax respectively. BCHB, the company, registered a loss of RM59.0 million due to interest expenses. Income from the Group’s foreign operations as a whole contributed 20% of pre-tax profit, 63% of which was from Bank Niaga.

CIMB Bank’s pre-tax profit of RM598.0 million (net of consolidation adjustments) represented 76% of CIMB UB’s pre-tax profits while CIMB Islamic made RM52.3 million and represented 7%. CIMB-GK had a record quarter with pre-tax profit of RM42.6 million, up 252% year on year and exceeding CIMB Investment Bank’s earnings (net profit of RM40.0 million), for the first time; an indication of the significant advances the group has made in the regional equities and M&A markets.

The Group’s shareholders funds increased from RM11.9 billion to RM12.8 billion during 1Q07, lifting net tangible asset and book value per share to RM2.39 and RM3.96 per share respectively. The operating banks; CIMB Bank, CIMB Investment Bank and Bank Niaga have Risk Weighted Capital Ratios of 12%, 25% and 19% respectively. Meanwhile, BCHB has reduced its double leverage ratio from 150% to 124% as at 31 March 2007. On a proforma basis incorporating the new issue of shares to Bank of Tokyo Mitsubishi UFJ (“BTMU”) in April 2007 and the proposed sale of the Group’s insurance businesses the double leverage ratio is now at a comfortable 119% close to its target level of 115%. 

Bank Niaga Results

Bank Niaga, which announced its 1Q07 results on 18th April, reported its net profit of IDR202.0 billion - 14% and 83% higher than 1Q06 and 4Q06 respectively. The jump in last quarter’s performance was due to the high overhead and provisionings in 4Q06 in line with the Group’s intention to ensure consistency in policies between CIMB Group and Bank Niaga. Bank Niaga’s annualized ROE was 18%, in line with its full year target of 18%.

Bank Niaga’s gross and net NPL ratios deteriorated from 3.5% and 2.5% to 4.0% and 3.1%. Loan loss coverage is slightly higher at 61% compared to 60% at the end of last year.

Corporate Developments 
The significant corporate developments this quarter were:
a) CIMB Bank/ SBB merger

· On 18th March, the Group merged the operating platforms of the legacy SBB and CIMB Bank. This massive IT and operations challenge was completed one month ahead of schedule. All ex-SBB branches and products have since assumed the CIMB brand and the CIMB-SBB merger is in effect complete and the Group is now able to fully concentrate on synergy maximization from the merger.
· In terms of synergy, the Group has identified that about RM23.7 million of pre-tax profit is derived from synergy between SBB and CIMB in 1Q07.

· About RM60 million was expensed in 1Q07 for merger related costs. About 68% of total CIMB-SBB merger costs has now been expensed and the remaining RM50 million will be mostly amortized over the next 3-5 years.

b)  Completion of sale of asset management businesses
· BCHB Group completed the sale of 40% of SBB Asset Management and SBB Mutual to Principal Group. A gain of RM87 million was recognised in 1Q07.

c) Announcement of disposal of insurance businesses
· On 5th January, the Group announced the proposed sale of 49% of its Life and Takaful insurance businesses to Aviva and 100% of its General insurance to Allianz for a total consideration of RM990 million. Upon completion of the sale by third quarter 2007, about RM650 million will be recognised as profit by the Group.
d) Private placement of shares to BTMU
· On 22nd February, BCHB announced a proposed placement of 117 million new shares to BTMU raising RM1.3 billion new capital. The shares were issued on 9th April.
Outlook 

“With the strong 1Q07 performance, expected profits from sale of the insurance businesses later this year and the high level of activity in the Malaysian and regional capital markets and M&A scene in 2Q07 so far, we are optimistic that BCHB will exceed its 18% ROE target” said Dato’ Nazir. 

In the near term, the Group will continue to capitalise on favourable capital markets, accelerate its consumer bank transformation following the completion of the CIMB-SBB operational integration and focus more on regional expansion and in particular on extracting synergies between CIMB Group and Bank Niaga. 

“It would be surprising if the capital markets are as good in the second half of the year. We would then look to stronger contribution from our revamped consumer bank to mitigate this” added Dato’ Nazir. 
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