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50400 Kuala Lumpur



Malaysia



Tel:  03-92878888

  
 Fax:  03-92806507

ANNOUNCEMENT OF UNAUDITED CONSOLIDATED RESULTS

FOR THE THIRD QUARTER ENDED 31 MARCH 2002

The Board of Directors of RHB Capital Berhad wishes to announce that the unaudited consolidated results of the Group and of the Company for the third quarter ended 31 March 2002 are as follows:-


Individual Quarter
Cumulative Quarter


Current Year

Third

Quarter

31 Mar 2002

Preceding Year

Corresponding

Third Quarter

31 Mar 2001

Current

Year

To Date

31 Mar 2002

Preceding Year

Corresponding

Period

31 Mar 2001


RM’000

RM’000

RM’000

RM’000










Interest income
657,027

729,608

1,985,657

2,149,402

Interest expense
(286,920)

(344,817)

(924,434)

(1,054,285)

Net interest income
370,107

384,791

1,061,223

1,095,117

Income from Skim Perbankan Islam
16,691

14,176

53,941

33,325


386,798

398,967

1,115,164

1,128,442

Non-interest income
106,833

133,280

400,879

418,625

Net income
493,631

532,247

1,516,043

1,547,067

Overhead expenses
(214,866)

(217,542)

(656,311)

(657,384)

Operating profit before loan and financing loss and provision
278,765

314,705

859,732

889,683

Loan and financing loss and provision
(205,285)

(166,929)

(536,352)

(345,114)

Operating profit after loan and financing loss and provision
73,480

147,776

323,380

544,569

Share of the profit/(loss) of an associated company
1,590

(1,203)

2,086

(4,931)

Profit before taxation and zakat 
75,070

146,573

325,466

539,638

Taxation and zakat
(25,749)

(57,286)

(112,003)

(175,321)

Profit after taxation and zakat 
49,321

89,287

213,463

364,317

Minority interests
(15,591)

(35,980)

(77,065)

(128,947)

Profit after taxation, zakat and minority interests
33,730

53,307

136,398

235,370

Earnings per share for the period


- Basic (sen)
1.3

2.3

5.7

11.1


- Fully diluted (sen)
1.3

2.3

5.7

11.1

CONSOLIDATED BALANCE SHEET AS AT 31 MARCH 2002


As at

31 Mar 2002

As at

30 June 2001


RM’000

RM’000

ASSETS









Cash and short term funds
5,451,813

4,093,021

Securities purchased under resale agreements
71,545

-

Deposits and placements with financial institutions
1,842,902

1,239,372

Dealing securities
4,671,879

4,761,645

Investment securities
5,758,554

5,305,802

Loans, advances and financing
36,579,220

38,406,718

Clients’ and brokers’ balances
422,768

105,480

Investments in associated companies
30,491

49,796

Amount due from holding company
603,146

568,230

Amount recoverable from Pengurusan Danaharta Nasional Berhad
115,208

184,844

Tax recoverable
24,373

20,806

Deferred taxation benefit
48,914

-

Other assets
392,691

410,690

Statutory deposits
1,228,825

1,019,889

Goodwill
268,843

280,723

Fixed assets
950,959

920,767

Total assets
58,462,131

57,367,783






LIABILITIES AND SHAREHOLDERS’ EQUITY









Deposits from customers
37,097,287

37,881,299

Deposits and placements of banks and financial institutions
6,219,220

4,154,246

Obligations on securities sold under repurchase agreements
1,940,574

1,834,827

Amount due to Cagamas
373,170

280,432

Bills and acceptances payable
3,743,318

4,768,815

Clients’ and brokers’ balances 
414,198

93,830

Other liabilities
949,407

859,060

Taxation
239,942

497,080

Deferred taxation
-

4,285

Borrowings
1,387,756

1,037,618

Irredeemable Non-cumulative Convertible Preference Shares
1,104,469

1,104,469


53,469,341

52,515,961

Minority interests
1,419,432

1,387,150

Total liabilities
54,888,773

53,903,111






Share capital
1,823,468

1,823,468

Non-distributable reserves
1,963,517

1,918,083

Accumulated loss
(213,627)

(276,879)

Total shareholders’ equity
3,573,358

3,464,672

Total liabilities and shareholders’ equity
58,462,131

57,367,783






Commitments and contingencies
32,753,015

33,977,975






Net tangible assets per share (RM)
1.81

1.75

1.
Group Accounting Policies


There are no changes in the Group's accounting policies and methods of computation used in this set of financial statements during the period ended 31 March 2002 as compared with the annual financial statements for the year ended 30 June 2001 other than compliance with the relevant approved Accounting Standards issued by Malaysian Accounting Standards Board which became operative during the period ended 31 March 2002.

2.
Exceptional Items


There were no exceptional items during the period ended 31 March 2002.

3.
Extraordinary Items


There were no extraordinary items during the period ended 31 March 2002.

4.
Taxation and zakat



Individual Quarter
Cumulative Quarter


Current Year

Third

Quarter

31 Mar 2002

Preceding Year

Corresponding

Third Quarter

31 Mar 2001

Current

Year

To Date

31 Mar 2002

Preceding Year

Corresponding

Period

31 Mar 2001


RM’000

RM’000

RM’000

RM’000










Current Malaysian taxation








- Based on profit for the period
40,644

52,946

165,891

196,021

- (Over)/Under provision in respect of prior period
(190)

6,132

(67)

332

- Transfer to deferred taxation benefit
(14,836)

(1,158)

(53,217)

(27,934)


25,618

57,920

112,607

168,419

Foreign taxation based on profit for the period
5

(685)

(794)

6,758


25,623

57,235

111,813

175,177

Zakat
126

51

190

144


25,749

57,286

112,003

175,321

The effective tax rate is higher than the statutory tax rate for the quarter and  the period ended 31 March 2002 as certain expenses are not deductible for tax purposes and profits made by some subsidiaries could not be offset against losses incurred by other subsidiaries.

5.
Profit on Sale of Unquoted Investments and/or Properties


Other than in the ordinary course of business and as stated in Note 7 below, there were no sales of unquoted investments and/or properties during the period ended 31 March 2002.

6.
Purchase and Sale of Quoted Securities

Other than in the ordinary course of business, there were no purchases or disposals of quoted securities during the period ended 31 March 2002.

7.
Changes in Composition of the Group 

Except as stated below, there were no significant changes in the composition of the Group during the period ended 31 March 2002.

7.1
Disposal of RHB-Cathay Securities Pte Ltd's stockbroking business

On 15 June 2001, the Company announced that its associated company in Singapore, RHB-Cathay Securities Pte Ltd ('RHB-Cathay'), in which the Company via its wholly-owned subsidiary RHB Asia Pte Ltd holds 49% equity interest, will be entering into an agreement with UOB-Kay Hian Pte Ltd ('UOBKH') for the disposal of RHB-Cathay's stockbroking business to UOBKH ('Proposed Disposal') for a cash consideration of S$9.7 million (or approximately RM20.27 million based on an exchange rate of S$1.00 = RM2.09) subject to adjustments as provided in the said agreement.  The consideration amount of S$9.7 million includes S$1.9 million for the fixed assets of RHB-Cathay.  

On 4 October 2001, the Company announced that RHB-Cathay has completed the disposal of its  stockbroking business to UOBKH, and it is intended that RHB-Cathay be liquidated and the proceeds from the eventual realisation of the net assets (including the consideration received for the disposal less liquidation costs) be distributed to RHB-Cathay’s shareholders. Such proceeds are expected to enable RHB Capital to realise a surplus over the value of the investment in RHB-Cathay. 

7.2
Members' voluntary winding-up of RHB-Cathay Research Pte Ltd


On 9 November 2001, the Company announced that at an extraordinary general meeting of RHB-Cathay Research Pte Ltd ('RHB-Cathay Research') held on 7 November 2001, a special resolution was passed to commence proceedings for a members' voluntary winding-up of RHB-Cathay Research, a wholly owned subsidiary of RHB-Cathay. 

7.3
Cessation of operations of Rashid Hussain Securities (Philippines), Inc

On 19 October 2001, the Company announced that it is planning to cease the stockbroking operations of Rashid Hussain Securities (Philippines) Inc ('RHS Philippines'), an indirect subsidiary of the Company, subject to clearance of all legal and regulatory requirements.  

On 9 November 2001, the Company announced that on 8 November 2001, RHS Philippines notified the regulatory authorities in Philippines of its intended date of cessation of operations.  RHS Philippines has since ceased operations effective from the close of business on 10 December 2001.

7.4
Striking-Off and Dissolution of Rashid Hussain Securities Limited


On 18 September 2001, the Company announced that Rashid Hussain Securities Limited ('RHSL'), an indirect wholly-owned subsidiary of the Company, has been struck-off from the register of companies and dissolved on 18 September 2001 pursuant to Section 652A of the Companies Act, 1985 of England and Wales.  The striking-off and dissolution of RHSL was made pursuant to an application by RHSL for voluntary striking-off and dissolution.  The notice of striking-off and dissolution of RHSL was received from the Registrar of Companies, Cardiff, Wales on 14 September 2001.  RHSL was a dormant company after having ceased operations on 23 June 1999.  With the striking-off and dissolution, RHSL ceases to be an indirect wholly-owned subsidiary of RHB Capital. 

7.5
Cessation of operations of PT Rashid Hussain Securities ('PT RHS')


Further to the announcement on 11 July 2001 in relation to the cessation of the stockbroking operations of PT Rashid Hussain Securities ('PTRHS') which took effect from 31 July 2001, the Company announced on 16 April 2002 that its wholly owned subsidiary, RHB Capital (Jersey) Limited had on 15 April 2002 appointed PT PricewaterhouseCoopers FAS, Jakarta ('PwC') as the liquidator of PT RHS, a subsidiary of RHB Capital (Jersey) Limited based in Jakarta, Indonesia.  The net book value of the affected assets as at 31 July 2001 was IDR6.37 billion.

8.
Status of Corporate Proposals

8.1
Proposed Group Restructuring Scheme


Further to the announcement by the Company's holding company, Rashid Hussain Berhad ('RHB') on 23 April 2001 in relation to the approval of the Minister of Finance ('MOF') via Bank Negara Malaysia ('BNM') for RHB to enter into negotiations with Utama Banking Group Berhad ('UBG') for the proposed merger of the RHB and UBG banking groups, Arab-Malaysian Merchant Bank Berhad ('Arab-Malaysian'), on behalf of RHB, the Company and RHB Sakura ('RHB Group' or 'Group') announced on 20 March 2002, the successful conclusion of the negotiations leading to the execution of the relevant conditional agreements for the proposed merger as well as the proposed group restructuring scheme of the RHB Group ('Proposed Group Restructuring Scheme').  The Proposed Group Restructuring Scheme, which has been approved by the MOF via letters dated 11 March 2002 and 12 March 2002 from BNM to RHB and approved by the respective Board of Directors of RHB, the Company, RHB Bank Berhad ('RHB Bank') and RHB Sakura, involves the following proposals as set out in Section 8.1.1 to Section 8.1.6 below :-

8.1.1
Proposed Acquisition of Bank Utama (Malaysia) Berhad ('Bank Utama') and Proposed Merger of Bank Utama with RHB Bank


On 20 March 2002, RHB, RHB Bank, Cahya Mata Sarawak Berhad and UBG entered into a conditional sale and purchase agreement for the proposed acquisition of the entire equity interest of Bank Utama comprising 800,000,000 ordinary shares of RM1.00 each by RHB Bank from UBG based on 2.0 times the adjusted Net Tangible Assets ('NTA') value of Bank Utama as at the last day of the calendar month preceding the fulfilment of all the conditions precedent.  

The purchase consideration is proposed to be satisfied by RHB on behalf of RHB Bank through the issuance of new RHB Irredeemable Convertible Unsecured Loan Stocks-A ('RHB ICULS-A'), new RHB Irredeemable Convertible Unsecured Loan Stocks-B ('RHB ICULS-B') and cash.  The amount due and owing by RHB Bank to RHB will be repaid through the proposed issuance of an equivalent amount of Tier-II RHB Bank subordinated-debt to RHB, the actual amount of which will be determined upon finalization of the purchase consideration following a due diligence exercise ('Proposed Acquisition of Bank Utama').  Based on the latest available audited NTA of Bank Utama of RM800 million as at 31 December 2000, the indicative purchase consideration for the Proposed Acquisition of Bank Utama is RM1.6 billion. 


The RHB ICULS-A to be issued to UBG pursuant to the Proposed Acquisition of Bank Utama shall be offered to all the shareholders of RHB by UBG by way of a restricted offer for sale on a renounceable basis after the completion of the Proposed Acquisition of Bank Utama on the basis of one (1) RHB ICULS-A for every one (1) existing RHB share held as at an entitlement date to be determined ('Proposed Restricted Offer For Sale').


Upon completion of the Proposed Acquisition of Bank Utama, RHB Bank will merge the commercial banking business of Bank Utama with RHB Bank.

8.
Status of Corporate Proposals (continued)

8.1
Proposed Group Restructuring Scheme (continued)
8.1.2
Proposed Transfer and Acquisition of RHB Leasing Sdn Bhd ('RHB Leasing') and RHB Capital Properties Sdn Bhd ('RHBCP') 

a)
On 20 March 2002, RHB Delta Finance Berhad ('RHB Delta Finance'), a wholly-owned subsidiary of RHB Bank entered into a conditional share sale agreement with the Company and CDIB (collectively referred to as 'Vendors') for the proposed transfer of the 70% equity interest in RHB Leasing comprising 7,000,000 ordinary shares of RM1.00 each from the Company to RHB Delta Finance and proposed acquisition of 30% equity interest in RHB Leasing comprising 3,000,000 ordinary shares of RM1.00 each by RHB Delta Finance from China Development Industrial Bank Inc. ('CDIB') for a total cash consideration based on 1.1 times the audited NTA value of RHB Leasing as at the last day of the calendar month preceding the date of fulfilment of all the conditions precedent.  ('Proposed Transfer of RHB Leasing' and 'Proposed Acquisition of 30% Equity Interest in RHB Leasing' respectively).

Based on the audited NTA of RHB Leasing as at 30 June 2001 of approximately RM100.3 million, the indicative cash consideration for the Proposed Transfer of RHB Leasing and the Proposed Acquisition of 30% Equity Interest in RHB Leasing are approximately RM77.2 million and RM33.1 million respectively.

b)
On 20 March 2002, the Company and RHB Bank entered into a conditional share sale agreement for the proposed transfer of the entire equity interest in RHBCP comprising 21,800,000 ordinary shares of RM1.00 each from the Company to RHB Bank based on 1.0 time the audited NTA value of RHBCP as at the last day of the calendar month preceding the date of fulfilment of all the conditions precedent.  Based on the audited NTA value of RHBCP of RM29.2 million as at 30 June 2001, the indicative transfer consideration shall be RM29.2 million of which indicatively RM16.7 million is proposed to be satisfied through the assumption by RHB Bank of an existing inter-company debt owing by the Company to RHBCP and the balance by cash. 

8.1.3
Proposed Scheme of Arrangement to privatise RHB Sakura 

Proposed privatisation of RHB Sakura via a scheme of arrangement pursuant to Sections 176 and 178 of the Companies Act, 1965 whereby the Company will acquire the remaining 165,888,605 ordinary shares of RM1.00 each (not held by the Company) representing 49% equity interest in RHB Sakura for a consideration of RM4.00 per RHB Sakura share to be satisfied through RM2.00 in cash and the proposed issuance of RM2.00 nominal amount of redeemable unsecured bonds in the Company for every one (1) RHB Sakura share acquired ('Proposed SOA').

8.1.4
Proposed Acquisition of Straits Asset Holdings Sdn Bhd ('SAHSB') and Proposed Transfer of Securities and Securities Related Business Entities

a)
On 20 March 2002, RHB Marketing Services Sdn Bhd ('RHB Marketing Services') a wholly-owned subsidiary of the Company, G.K. Goh Holdings Ltd ('G.K. Goh') and the Company entered into a conditional sale of shares agreement for the proposed acquisition of the remaining 37% equity interest in SAHSB comprising 16,667,000 ordinary shares of RM1.00 each by RHB Marketing from G.K. Goh for a cash consideration based on 1.4 times of 37% of the audited NTA value of SAHSB and its subsidiaries ('SAHSB Group') as at the last day of the calendar month preceding the date of fulfilment of all the conditions precedent to be paid in cash by the Company on behalf of RHB Marketing Services to G.K. Goh ('Proposed Acquisition of SAHSB'). SAHSB will become a wholly-owned subsidiary company of RHB Marketing Services upon completion of the Proposed Acquisition of SAHSB.

8.
Status of Corporate Proposals (continued)

8.1
Proposed Group Restructuring Scheme (continued)
8.1.4
Proposed Acquisition of Straits Asset Holdings Sdn Bhd ('SAHSB') and Proposed Transfer of Securities and Securities Related Business Entities (continued)

Based on the audited NTA of the SAHSB Group as at 30 June 2001 of RM95.3 million, the indicative cash purchase consideration for the Proposed Acquisition of SAHSB shall be RM49.4 million. 
It is intended that the stockbroking business of Straits Securities Sdn Bhd (which is a wholly-owned subsidiary of SAHSB) will be merged with the stockbroking business of Rashid Hussain Securities Sdn Bhd subsequent to the completion of the Proposed Acquisition of SAHSB.

b)
The Company proposes to enter into a conditional sale and purchase agreement to transfer its securities and securities related business entities ('Securities Companies') to RHB Sakura (which would have become a wholly-owned subsidiary of the Company upon completion of the Proposed SOA) based on 1.0 time to 1.5 times the audited NTA value of the respective entities as at the last day of the calendar month preceding the date of fulfilment of all the conditions precedent. RHB Sakura proposes to satisfy the transfer consideration through the proposed issuance of RM165 million RHB Sakura Tier II subordinated-debt ('RHB Sakura Sub-Debt') and the balance by cash.

8.1.5
Proposed Voluntary Partial Offer by RHB

On 8 February 2002, Arab-Malaysian on behalf of RHB submitted an application ('VO Application') to seek the approval of the SC for RHB’s proposal to undertake a voluntary partial take-over offer to increase its equity interest in shares and warrants of the Company to up to a maximum of 75% through the acquisition of up to an additional 19.6% and 54.5% of the Company's shares and warrants outstanding respectively ('Proposed Voluntary Partial Offer') prior to the completion of the Proposed Acquisition of Bank Utama.  The consideration for the Proposed Voluntary Partial Offer is proposed to be satisfied by the issuance of new RHB shares and new RHB ICULS-B.  In the VO Application, Arab-Malaysian on behalf of RHB, sought the approval of the SC for, inter-alia, a waiver from complying with the requirement of the Malaysian Code on Take-overs and Mergers, 1998 ('Code') to serve the notice of voluntary partial offer ('Notice') to the Board of Directors of the Company upon announcement of the Proposed Voluntary Partial Offer. 

In its letters dated 4 March 2002 and 13 March 2002, the SC approved the Proposed Voluntary Partial Offer and RHB’s application for a waiver to serve the Notice upon announcement of the Proposed Voluntary Partial Offer as mentioned above. In this respect, RHB will serve the Notice to the Board of Directors of the Company upon the receipt of the following:-

(a)
the last requisite authorities’ approval for the Proposed Group Restructuring Scheme; and 

(b)
the approval for the Proposed Voluntary Partial Offer from the shareholders of RHB.

The SC’s approval for the Proposed Voluntary Partial Offer is subject to the condition that RHB makes full disclosure in the offer document to be dispatched to the Company's shareholders in respect of the effect of the Proposed Group Restructuring Scheme and the proposed disposals by Malaysian Resources Corporation Berhad ('MRCB') and Tan Sri Dato Abdul Rashid Hussain of their stakes in RHB to UBG, on the shareholding structure of RHB and the Company. 

The new RHB shares to be issued pursuant to the Proposed Voluntary Partial Offer will not be entitled to the Proposed Restricted Offer for Sale of the RHB ICULS-A by UBG.

8.
Status of Corporate Proposals (continued)

8.1
Proposed Group Restructuring Scheme (continued)

8.1.5
Proposed Voluntary Partial Offer by RHB (continued)

The Board of RHB has proposed the following indicative terms for the Proposed Voluntary Partial Offer:-

· one (1) new RHB share of RM1.00 each and RM1.00 nominal amount of new RHB ICULS-B for every one (1) RHB Capital share held; and

· seven (7) new RHB shares of RM1.00 each for every twenty (20) RHB Capital warrants held.

The final terms of the Proposed Voluntary Partial Offer including the issue price and the number of new RHB shares and new RHB ICULS-B to be issued as consideration will be determined by the Board of RHB at a later stage, prior to the serving of the Notice to the Board of Directors of the Company and after taking into account the then prevailing market prices.

8.1.6
Proposed Repayment of Borrowings by RHB and the Company  

Proposed repayment of the RHB Group’s borrowings comprising:-

(i) RM1.0 billion by RHB consisting of RHB’s existing outstanding RM800 million nominal value of 2.5% per annum redeemable secured bonds and RM200 million of its short term borrowings; and

(ii) RM200 million of its short term borrowings by the Company,

upon the completion of the Proposed Group Restructuring Scheme.

8.2
Abortion of the previous Proposed Restructuring Scheme
With regard to the announcements dated 25 September 2000 and 6 December 2000 wherein Arab-Malaysian on behalf of the RHB Group announced the details of the Group’s previous proposed restructuring scheme ('Previous Scheme'), Arab-Malaysian also announced on 20 March 2002 that the Board of Directors of RHB, RHB Capital and RHB Sakura had on 5 February 2002, 7 February 2002 and 8 February 2002 respectively passed the relevant Board resolutions to abort the Previous Scheme.

Other than the above, there were no other material corporate proposals that have been announced but not completed as at the date of this announcement.

9.
Issuance and Repayment of Debt and Equity Securities

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellations, shares held as treasury shares and resale of treasury shares during the period ended 31 March 2002.

10.
Deposits and Placements of Financial Institutions, Debt Securities, Borrowings and Advances to a Related Party 


a)
Deposits and Placements of Financial Institutions


As at

As at


31 Mar 2002

30 June 2001


RM’000

RM’000

Deposits from customers




-
Fixed deposits and negotiable instruments of deposit






One year or less (short-term)
24,735,414

26,262,525



More than one year (medium/long-term)
588,486

1,271,220

-
Others
11,773,387

10,347,554


37,097,287

37,881,299

Deposits and placements of banks and other


financial institutions






One year or less (short-term)
5,629,016

3,213,481



More than one year (medium/long-term)
590,204

940,765


6,219,220

4,154,246

b)
Borrowings


As at

31 Mar 2002

As at

30 June 2001


RM’000

RM’000

Secured:




Revolving credit 
200,000

200,000

Term loan
180,000

180,000






Unsecured:




Revolving credit 
305,250

332,000

Short term loans
545,000
*
166,936

6.0 % redeemable bonds
150,000

150,000

Overdrafts
7,506

8,682


1,387,756

1,037,618






Maturity period of borrowings:









Repayable within one year
1,237,756

707,618

One year to three years
150,000

330,000


1,387,756

1,037,618

*
Includes USD 100m syndicated term loan drawndown by RHB Bank during the quarter.

c)
Advances to a Related Party 


During the quarter ended 31 March 2002, net advances made by the Company to its holding company, Rashid Hussain Berhad, amounted to RM3.2 million.  The advances are unsecured and carry an interest rate of 1% per annum above the cost of funds of the Company.

11.
Commitments and Contingencies

In the normal course of business, the Group makes various commitments and incurs certain contingent liabilities with legal recourse to its customers.  No material losses are anticipated as a result of these transactions.

As at 31 March 2002, the Company has extended unsecured guarantees totalling RM158,333,000 (30 June 2001: RM223,582,000) for the borrowings of its securities subsidiary companies.  As at balance sheet date, RM1,629,000 (30 June 2001: RM Nil) were utilised by subsidiaries of the Company.
Risk Weighted Exposures of the Group


As at 31 Mar 2002

As at 30 June 2001


Principal

Amount

Credit

Equivalent

Amount*

Principal

Amount

Credit

Equivalent

Amount*


RM million

RM million

RM million

RM million










Direct credit substitutes
3,046

3,046

2,819

2,813

Certain transaction related 








contingent items
1,337

668

1,394

697

Short-term self-liquidating








trade-related contingencies
926

185

860

172

Obligations under underwriting agreements
396

198

422

211

Irrevocable commitments to extend credit








-  maturity exceeding one year
2,972

1,486

2,767

1,384

-  maturity not exceeding one year
18,736

-

17,633

-

Foreign exchange-related contracts








-  less than one year
3,210

51

6,493

95

Interest rate-related contracts








-  less than one year
638

-

524

-

-  one year to less than five years
819

14

363

6

-  more than five years
11

-

-

-

Others
662

1

702

-


32,753

5,649

33,977

5,378

*
The credit equivalent amount is arrived at using the credit conversion factors as per BNM's circulars.

12.
Off Balance Sheet Financial Instruments


Value of Contracts Classified by Remaining Period to Maturity/Next Re-pricing Date (whichever is earlier) as at the end of third quarter ended 31 March 2002.


Group

Items
Principal

Amount

RM’ million
1 month or

less

RM’ million
> 1 - 3

months

RM’ million
> 3 – 6

months

RM’ million
> 6 – 12

months

RM’ million
> 1 – 5

years

RM’ million
> 5

years

RM’ million
Margin

Requirement

RM’ million











Foreign exchange

   related contracts









-  forwards
1,913
744
640
288
241
-
-
-

-  swaps
1,278
541
119
618
-
-
-
-

-  options
5
1
3
1
-
-
-
-

-  spots
14
14
-
-
-
-
-
-











Interest rate related

  contracts









-  forwards
-
-
-
-
-
-
-
-

-  futures
1,048
-
216
130
287
404
11
1

-  swaps
420
-
-
-
5
415
-
-











Total
4,678
1,300
978
1,037
533
819
11
1


Foreign exchange, interest rate and equity and commodity related contracts are subject to market risk and credit risk.


Market risk

Market risk is the potential change in value caused by movement in market rates or prices.  The contractual amounts stated above provide only a measure of involvement in these types of transactions and do not represent the amount subject to market risk.  Exposure to market risk may be reduced through offsetting on and off-balance sheet positions.  As at 31 March 2002, the amount of contracts which were not hedged and hence, exposed to market risk was RM661,304,000 (30 June 2001: RM658,666,000).


Credit risk

Credit risk arises from the possibility that a counter-party may be unable to meet the terms of a contract in which the banking subsidiary companies have a gain position. As at 31 March 2002, the amounts of credit risk, measured in term of the cost to replace the profitable contracts, was RM18,457,000 (30 June 2001: RM21,875,000).  This amount will increase or decrease over the life of the contracts, mainly as a function of maturity dates and market rates or prices.


RHB Bank has also given a continuing guarantee to BNM to meet the liabilities and financial obligations and requirements of its subsidiary, RHB Bank (L) Ltd., arising from offshore banking business in the Federal Territory of Labuan.


Other than the above, there were no other off balance sheet transactions in the Group which were not in the ordinary course of business.

12.
Off Balance Sheet Financial Instruments (continued)


Related accounting policies

(i)
Forward exchange contracts

Unmatured forward exchange contracts are valued at forward rates as at balance sheet date, applicable to their respective dates of maturity, and unrealised losses and gains are recognised in the income statement.

(ii)
Financial futures

Financial futures contracts are valued at closing market prices as at balance sheet date.  The resulting profits and losses are included in the income statement.

(iii)
Interest rate swaps, futures, forward and option contracts

The banking subsidiary companies act as intermediaries with counter parties who wish to swap their interest obligations.  These subsidiary companies also use interest rate swaps, futures and forward and option contracts in their trading account activities and in overall interest rate risk management.

Interest income or interest expense associated with interest rate swaps that qualify as hedges is recognised over the life of the swap agreement as a component of interest income or interest expense.  Gains and losses on interest rate swaps, futures, forward and option contracts that qualify as hedges are deferred and amortised over the life of the hedged assets or liabilities as adjustments to interest income or interest expense.

Gains and losses on interest rate swaps, futures, forward and option contracts that do not qualify as hedges are recognised in the current year using the mark-to-market method, and are included in the income statement.

13. Material Litigation

On 19 October 2001, the Company announced that a Writ of Summons has been filed at the High Court of Malaya in Kuala Lumpur against Carta Bintang Sdn Bhd ('CBSB'), the vendor of SJ Securities Sdn Bhd ('SJ Securities'), for the recovery of the deposit paid by the Company pursuant to the sale of shares agreement dated 7 November 2000 between CBSB and the Company for the sale and purchase of shares in SJ Securities.  On 8 November 2001, the Company further announced that the sealed Writ of Summons was served on the solicitors for CBSB on 7 November 2001.  

On 29 November 2001, the Company announced that the Defence and Counterclaim of CBSB was served on the Company's solicitors on 26 November 2001.  The overall amount claimed by CBSB in the Counterclaim is RM258,688,153.42 together with interest thereon and costs.  The Company filed its Reply to the Defence and a Defence to the Counterclaim on 19 December 2001.


The Group does not have any material litigation, which in the opinion of the directors would have a material adverse effect on the financial results of the Group.

14.
Segmental Reporting 

The revenue, profit and assets of the Group by segment is as follows:

a)
By industry segment


Operating

Revenue

Profit/(Loss)

Before Interest,

Taxation and

Zakat

Assets

Employed

Current Period Ended
RM’000

RM’000

RM’000

31 March 2002













Commercial banking
2,004,675

230,062

50,563,486

Merchant banking
161,581

48,146

3,539,634

Finance and leasing 
157,729

67,775

2,317,180

Securities and asset management
51,757

(5,813)

634,353

Insurance
20,091

17,210

143,985

Unit trust
7,940

1,856

5,796

Investment holding and others
36,704

18,272

958,363

Subtotal
2,440,477

377,508

58,162,797

Associated company
-

2,086

30,491

Goodwill
-

(11,880)

268,843


2,440,477

367,714

58,462,131

Less: Interest expense
-

(42,248)

-

Operating revenue
2,440,477





Profit before taxation and zakat


325,466



Assets employed




58,462,131


Operating

Revenue

Profit/(Loss)

Before Interest,

Taxation and

Zakat

Assets

Employed

Preceding Year Corresponding 
RM’000

RM’000

RM’000

Period Ended 31 March 2001













Commercial banking
2,219,881

446,688

49,344,042

Merchant banking
167,043

75,289

3,227,257

Finance and leasing
112,255

53,738

2,415,211

Securities and asset management
52,762

(16,053)

226,611

Insurance
9,553

6,341

91,446

Unit trust
8,684

1,339

7,390

Investment holding and others
31,174

33,876

802,133

Subtotal
2,601,352

601,218

56,114,090

Associated company


(4,931)

48,180

Goodwill
-

(9,184)

284,510


2,601,352

587,103

56,446,780

Less: Interest expense
-

(47,465)

-

Operating revenue
2,601,352





Profit before taxation and zakat


539,638



Assets employed




56,446,780

14.
Segmental Reporting (continued)

b)
By geographical segment


Operating

Revenue

Profit/(Loss)
Before Interest,

Taxation and

Zakat

Assets

Employed

Current Period Ended
RM’000

RM’000

RM’000

31 March 2002













Malaysia
2,436,504

381,046

57,922,602

Outside Malaysia
3,973

(3,538)

240,195

Subtotal
2,440,477

377,508

58,162,797

Associated company
-

2,086

30,491

Goodwill
-

(11,880)

268,843

Subtotal
2,440,477

367,714

58,462,131

Less: Interest expense
-

(42,248)

-

Operating revenue
2,440,477





Profit before taxation and zakat


325,466



Assets employed




58,462,131


Operating

Revenue

Profit/(Loss)
Before Interest,

Taxation and

Zakat

Assets

Employed

Preceding Year Corresponding
RM’000

RM’000

RM’000

Period Ended 31 March 2001













Malaysia
2,587,010

593,972

55,573,640

Outside Malaysia
14,342

7,246

540,450

Subtotal
2,601,352

601,218

56,114,090

Associated company
-

(4,931)

48,180

Goodwill
-

(9,184)

284,510

Subtotal
2,601,352

587,103

56,446,780

Less: Interest expense
-

(47,465)

-

Operating revenue
2,601,352





Profit before taxation and zakat


539,638



Assets employed




56,446,780

The Group activities are principally conducted in Malaysia.

14.
Segmental Reporting (continued)


c)
Loans, Advances and Financing Analysed by Economic Sectors


As at

31 Mar 2002

As at
30 June 2001


RM’000

RM’000






Agriculture
2,101,929

2,067,061

Mining and quarrying
117,626

131,932

Manufacturing
9,388,350

10,902,306

Electricity, gas and water
1,234,889

1,224,847

Construction
3,433,515

3,765,784

Real estate
2,269,553

2,231,655

Purchase of landed property of which:




(i)
Residential
6,609,466

5,567,117

(ii)
Non-residential
1,196,567

1,577,542

General commerce
4,314,533

4,323,428

Transport, storage and communication
873,647

930,889

Finance, insurance and business services
3,306,275

3,277,335

Purchase of securities of which: 




(i)
Unit trust
370,068

428,680

(ii)
Non unit trust
680,116

917,963

Purchase of transport vehicles
1,048,124

679,675

Consumption credit
1,304,541

1,368,893

Others
1,910,579

2,028,506


40,159,778

41,423,613

d)
Non-performing Loans



As at


31 Mar 2002

As at

30 June 2001



RM’000

RM’000






Balance as at beginning of financial period/year
4,769,067

3,133,240

Amount arising from the acquisition of subsidiary companies
-

136,042

Non-performing during the financial period/year
3,493,740

3,297,155

Recoveries
(320,108)

(508,578)

Non-performing reclassified as performing
(870,800)

(954,685)

Amount written off
(74,638)

(195,609)

Exchange difference
(362)

(1,377)

Amount converted to investment securities
(837,544)

(137,121)

Balance as at end of financial period/year
6,159,355

4,769,067






14.
Segmental Reporting (continued)

e)
Loan Loss Provision


As at

31 Mar 2002

As at

30 June 2001


RM’000

RM’000






General provision




Balance as at beginning of financial period/year
711,652

688,981

Amount arising from acquisition of subsidiary companies
-

14,536

Return of ex-Sime Bank general provision to BNM
(61,916)

(65,000)

Provisions made during the financial period/year
42,609

74,885

Exchange difference
(289)

(1,750)

Amount transferred to specific provision 
2,686

-

Balance as at end of financial period/year
694,742

711,652






Specific provision




Balance as at beginning of financial period/year
1,570,805

1,462,786

Amount arising from acquisition of subsidiary companies
-

63,745

Provision made during the financial period/year
526,220

421,511

Transfer to provision for diminution in value of investment securities
(8,431)

(42,996)

Amount written back in respect of recoveries
(86,199)

(156,690)

Amount written off
(60,078)

(176,755)

Exchange difference
(43)

(796)

Amount transferred from general provision
(2,686)

-

Balance as at end of financial period/year
1,939,588

1,570,805






Interest-in-suspense




Balance as at beginning of financial period/year
734,438

535,041

Amount arising from acquisition of subsidiary companies
-

22,700

Interest suspended during the financial period/year
423,811

403,359

Transfer to provision for diminution in value of investment securities
(167)

(14,850)

Amount written back in respect of recoveries
(159,984)

(163,428)

Amount written off
(51,833)

(48,341)

Exchange difference
(37)

(43)

Balance as at end of financial period/year
946,228

734,438

14.
Segmental Reporting (continued)

f)
Amount Recoverable from Pengurusan Danaharta Nasional Berhad


As at

31 Mar 2002

As at
30 June 2001


RM’000

RM’000






Balance as at beginning of financial period/year
184,844

457,869

Amount arising from acquisition of subsidiary companies
-

10

Amount arising during the financial period/year
-

1,222

Provision made during the financial period/year
(65,798)

(256,070)

Transfer to provision for diminution in value of investment securities
4,063

-

Amount recovered
(7,901)

(18,187)

Balance as at end of financial period/year
115,208

184,844

15.
Changes in Profit for the Quarter

Group profit before taxation for the third quarter ended 31 March 2002 of RM75.1 million is lower than the profit of RM108.7 million recorded in the preceding quarter ended 31 December 2001 primarily due to lower non-interest income and higher loan loss provisions made in line with the increase in the level of non-performing loans in the banking industry.

16.
Review of Group Results

a)
Profit Before Taxation and Zakat


The Group recorded a lower profit before taxation of RM325.5 million during the nine months ended 31 March 2002 compared to the profit before taxation of RM539.6 million reported in the corresponding period last year.  The reduction in profit for the period was due primarily to the higher provision made for loan and financing loss in line with the increase in the level of non-performing loans in the banking industry following the slowdown in the domestic and global economies in 2001.


b)
Operating Profit 

Operating profit before loan and financing loss and provision of the Group of RM278.8 million (31 March 2001: RM314.7 million) for the quarter ended 31 March 2002 and RM859.7 million (31 March 2001: RM889.7 million) for the 9 months ended 31 March 2002 are arrived at after charging:-


Individual Quarter
Cumulative Quarter


Current Year

Third

Quarter

31 Mar 2002

Preceding Year

Corresponding

Third Quarter

31 Mar 2001

Current

Year

To Date

31 Mar 2002

Preceding Year

Corresponding

Period

31 Mar 2001


RM'000

RM'000

RM’000

RM’000










Depreciation
21,709

25,128

67,972

76,312

Amortisation of goodwill
3,960

3,924

11,880

9,184

17.
Material events subsequent to the financial period

There are no material events subsequent to the period ended 31 March 2002 that have not been reflected in the financial statements.

18.
Seasonal or Cyclical Factors

The business operations of the Group have not been affected by any material seasonal or cyclical factors.

19. Prospects for the current financial year

With the gradual recovery currently underway in both the global and domestic economies, the Group expects the business strategies and processes which have been put in place will bring about an improvement in results in future.

20. Variance of actual profit from forecast profit and profit guarantee

There was no profit forecast or profit guarantee issued by the Group for the period under review.

21.
Dividend


The directors do not propose the payment of an interim dividend for the third quarter ended 31 March 2002. 


BY ORDER OF THE BOARD
ROSLEY BIN AHMAD
ONG SUAN SIM
(Licence No. LS005669)
(MAICSA No. 0748809)


Secretaries

16 May 2002
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