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Tel:  03-92878888

     Fax:  03-92806507

 Website: www.rhb.com.my

ANNOUNCEMENT OF UNAUDITED CONSOLIDATED RESULTS

FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2003

The Board of Directors of RHB Capital Berhad ('The Board') wishes to announce that the unaudited consolidated results of the Group for the financial period ended 31 December 2003 are as follows:

CONDENSED CONSOLIDATED INCOME STATEMENTS



3 months ended

6 months ended


Note
31 Dec 2003

31 Dec 2002

31 Dec 2003

31 Dec  2002



RM’000

RM’000

RM’000

RM’000











Interest income

724,463

628,337

1,426,868

1,256,433

Interest expense

(379,009)

(290,787)

(746,022)

(567,993)

Net interest income

345,454

337,550

680,846

688,440

Income from Skim Perbankan Islam ('SPI')

30,991

19,205

62,720

42,335



376,445

356,755

743,566

730,775

Non-interest income

154,411

143,046

303,990

288,215

Net income

530,856

499,801

1,047,556

1,018,990

Overhead expenses

(263,369)

(223,787)

(516,407)

(438,332)

Operating profit before loan and financing loss and provision

267,487

276,014

531,149

580,658

Loan and financing loss and provision

(101,724)

(142,950)

(223,354)

(317,795)

Operating profit after loan and financing loss and provision

165,763

133,064

307,795

262,863

Share of the profit/(loss) of associated companies

499

(154)

1,007

144

Profit before Irredeemable Non-cumulative Convertible Preference Shares ('INCPS') dividend, taxation and zakat 

166,262

132,910

308,802

263,007

INCPS dividend
A13
(22,029)

(22,029)

(44,300)

(44,300)

Profit after INCPS dividend and before taxation and zakat

144,233

110,881

264,502

218,707

Taxation and zakat
B5
(39,854)

(34,872)

(68,637)

(57,316)

Profit after INCPS dividend, taxation and zakat 

104,379

76,009

195,865

161,391

Minority interests

(27,038)

(21,259)

(49,439)

(47,707)

Net profit for the financial period

77,341

54,750

146,426

113,684











Earnings per share

-
Basic (sen)
B13
4.2

3.0

8.0

6.2

-
Fully diluted (sen) 
B13
N/A

N/A

N/A

N/A

The notes set out on pages 6 to 24 form an integral part of, and, should be read in conjunction with, this interim financial report.

CONDENSED CONSOLIDATED BALANCE SHEETS AS AT 31 DECEMBER 2003


Note

As at

31 Dec 2003

As at

30 June 2003




RM’000

RM’000

ASSETS













Cash and short term funds


7,107,210

4,752,210

Securities purchased under resale agreements


-

55,400

Deposits and placements with financial institutions


481,624

335,254

Dealing securities


7,268,547

7,912,934

Investment securities


10,324,326

8,954,613

Loans, advances and financing


40,796,936

42,446,612

Clients’ and brokers’ balances


96,244

143,308

Other assets


863,858

311,741

Amount due from holding company


955,220

806,937

Amount recoverable from Pengurusan Danaharta Nasional Berhad
A8(c)

885

5,552

Statutory deposits


1,490,280

1,278,321

Tax recoverable


36,794

95,185

Deferred taxation assets


183,000

178,211

Investments in associated companies


14,731

21,256

Property, plant and equipment


990,925

994,962

Goodwill


1,193,195

1,193,195

Total assets


71,803,775

69,485,691








LIABILITIES, SHAREHOLDERS’ EQUITY AND MINORITY INTERESTS













Deposits from customers
B9(a)

44,763,025

48,521,431

Deposits and placements of banks and financial institutions
B9(a)

6,085,510

3,880,581

Obligations on securities sold under repurchase agreements


4,848,422

3,180,393

Bills and acceptances payable


3,054,147

3,499,497

Clients’ and brokers’ balances 


122,602

137,204

Other liabilities


1,307,724

1,171,272

Amount due to Cagamas Berhad


2,902,751

576,571

Taxation


12,129

16,793

Deferred taxation liabilities


22,947

22,370

Borrowings
B9(b)

1,183,271

1,129,818

Subordinated obligations
B9(c)

1,532,841

1,532,722

INCPS


1,104,469

1,104,469

Total liabilities


66,939,838

64,773,121








Share capital


1,823,468

1,823,468

Non-distributable reserves


2,157,570

2,141,019

Retained profit/(Accumulated loss)


13,400

(90,233)

Total shareholders’ equity


3,994,438

3,874,254








Minority interests


869,499

838,316








Total liabilities, shareholders’ equity and minority interests


71,803,775

69,485,691








Commitments and contingencies
A12(a)

35,032,080

34,063,193








Net tangible assets per share (RM)


1.54

1.47

The notes set out on pages 6 to 24 form an integral part of, and, should be read in conjunction with, this interim financial report.

CONDENSED CONSOLIDATED STATEMENTS OF CHANGES IN SHAREHOLDERS' EQUITY 

FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2003





Non-distributable



Share

capital

Share

premium

Reserve 

funds

Merger

deficit

Other

reserves

Retained profit/

(Accumulated

loss)

Total



RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

Balance as at 1 July 2003

1,823,468

1,114,564

1,026,585

(8,693)

8,563

(90,233)

3,874,254

















Net profit for the financial period

-

-

-

-

-

146,426

146,426

















Transfer in respect of statutory requirements

-

-

16,551

-

-

(16,551)

-

















Ordinary dividends

-

-

-

-

-

(39,387)

(39,387)

















Net gain not recognised in the income statement

- translation differences

-

-

-

-

-

13,145

13,145

















Balance as at 31 December 2003

1,823,468

1,114,564

1,043,136

(8,693)

8,563

13,400

3,994,438

Balance as at 1 July 2002

1,823,468

1,114,564

908,506

(8,693)

8,563

(109,866)

3,736,542

















Net profit for the financial period

-

-

-

-

-

113,684

113,684

















Transfer in respect of statutory requirements

-

-

30,705

-

-

(30,705)

-

















Ordinary dividends

-

-

-

-

-

(26,259)

(26,259)

















Net gain not recognised in the income statement















-
translation differences

-

-

-

-

-

1,566

1,566

















Balance as at 31 December 2002

1,823,468

1,114,564

939,211

(8,693)

8,563

(51,580)

3,825,533

The notes set out on pages 6 to 24 form an integral part of, and, should be read in conjunction with, this interim financial report.

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2003


6 months ended


31 Dec 2003

31 Dec 2002


RM’000

RM’000

Operating activities




Profit before INCPS dividend, taxation and zakat
308,802

263,007

Adjustments for investing and financing items and other items 




not involving the movement of cash and cash equivalents
317,900

418,886

Operating profit before working capital changes
626,702

681,893






(Increase)/decrease in operating assets




Securities purchased under resale agreements
55,400

11,480

Deposits and placements with financial institutions
(146,370)

64,399

Dealing securities
644,387

(724,494)

Loans, advances and financing
859,104

314,299

Clients' and brokers' balances
47,064

102,280

Other assets
(560,190)

(419,777)

Amount due from holding company
(156,800)

(140,536)

Statutory deposits
(211,959)

(12,756)


530,636

(805,105)






Increase/(decrease) in operating liabilities




Deposits from customers
(3,758,406)

999,738

Deposits and placements of banks and financial institutions
2,204,929

66,443

Obligations on securities sold under repurchase agreements
1,668,029

796,023

Bills and acceptances payable
(445,350)

(1,456,125)

Clients' and brokers' balances
(14,602)

(96,467)

Other liabilities
132,392

(17,782)

Amount due to Cagamas Berhad
2,326,180

133,024


2,113,172

424,854






Cash generated from operating activities
3,270,510

301,642

Taxation and zakat paid
(36,514)

(182,817)

Taxation recovered
19,658

5,470

Net cash generated from operating activities
3,253,654

124,295

The notes set out on pages 6 to 24 form an integral part of, and, should be read in conjunction with, this interim financial report.

CONDENSED CONSOLIDATED CASH FLOW STATEMENT

FOR THE FINANCIAL PERIOD ENDED 31 DECEMBER 2003 (CONTINUED)


6 months ended


31 Dec 2003

31 Dec 2002


RM’000

RM’000

Investing activities 




Acquisition of subsidiary companies net of cash acquired
-

(942,580)

Acquisition of shares from minority shareholders of the subsidiary companies
-

(759,504)

Dividend from an associated company
3,241

-

Dividend income received
2,366

2,774

Purchase net of proceeds from sale of investment securities
(996,090)

(575,770)

Purchase of property, plant and equipment
(53,114)

(85,265)

Proceeds from disposal of a subsidiary company
377

-

Proceeds from disposal of property, plant and equipment
8,439

7,737

Interest received from investment securities
164,314

121,126

Net cash used in investing activities
(870,467)

(2,231,482)






Financing activities




Bank borrowings:




-
new drawdown
148,750

621,750

-
repayment
(96,250)

(821,250)

Proceeds from issuance of subordinated debts
-

732,600

Proceeds from issuance of bonds
-

500,000

Dividends paid to minority interests in subsidiary companies
(23,486)

(12,279)

Dividend paid to shareholders
(26,258)

-

INCPS dividend paid to other shareholders by a subsidiary company
(31,896)

(31,896)

Net cash (used in)/generated from financing activities
(29,140)

988,925






Net increase/(decrease) in cash and cash equivalents
2,354,047

(1,118,262)

Cash and cash equivalents




-
at the beginning of the financial period
4,712,392

4,304,031

-
at the end of the financial period
7,066,439

3,185,769






Cash and cash equivalents comprise the following:




Cash and short term funds
7,107,210

3,250,626

Overdrafts
(40,771)

(64,857)


7,066,439

3,185,769

The notes set out on pages 6 to 24 form an integral part of, and, should be read in conjunction with, this interim financial report.

A1.
Basis of Preparation

The interim financial report is unaudited and has been prepared in compliance with MASB 26, 'Interim Financial Reporting' and paragraph 9.22 of the Kuala Lumpur Stock Exchange Listing Requirements and should be read in conjunction with the audited financial statements of the Group for the latest financial year ended 30 June 2003.

The accounting policies and presentation adopted by the Group for the interim financial report are consistent with those adopted in the financial statements for the financial year ended 30 June 2003 except for the adoption of new applicable approved accounting standards issued by the Malaysian Accounting Standards Board (‘MASB’) which became operative during the financial period ended 31 December 2003. There is no material impact on the profit after tax and the shareholders’ equity as a result of the adoption of the new standards in this interim financial report.

The change in accounting policies adopted at the last financial year ended 30 June 2003 to comform with the adoption of MASB 24, ‘Financial Instruments: Disclosure and Presentation’ and MASB 25, ‘Income Taxes’ have been accounted for retrospectively and the previously reported figures have been restated as follows:





Effect of change in

accounting policy





As 

previously

reported

INCPS

Deferred

taxation

As restated



RM’000

RM’000

RM’000

RM’000

Income statement









3 months ended 31 December 2002



















INCPS dividend

(15,860)

(6,169)

-

(22,029)

Taxation and zakat

(41,748)

6,169

707

(34,872)

Minority interests

(21,047)

-

(212)

(21,259)

Net profit for the financial period

54,255

-

495

54,750

6 months ended 31 December 2002



















INCPS dividend

(31,896)

(12,404)

-

(44,300)

Taxation and zakat

(71,501)

12,404

1,781

(57,316)

Minority interests

(47,173)

-

(534)

(47,707)

Net profit for the financial period

112,437

-

1,247

113,684

A2.
Audit Report

The audit report for the financial year ended 30 June 2003 was not subject to any qualification.

A3.
Seasonal or Cyclical Factors

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

A4.
Exceptional or Unusual Items

There were no exceptional or unusual items for the financial period ended 31 December 2003.

A5.
Changes in Estimates

There were no changes in estimates of amounts reported in preceding quarters as well as in prior financial years that may have a material effect in the current financial period.

A6.
Changes in 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 financial period ended 31 December 2003.

A7.
Dividend Paid

An interim dividend of 2% less 28% income tax amounting to RM26.3 million in respect of the financial year ended 30 June 2003, was paid on 26 September 2003.
A8.
Segment Information

(a)
Revenue and Results

Financial period ended 31 Dec 2003
Wholesale

banking

Retail

banking

Treasury

SPI

Financial

advisory

and

underwriting

Asset

management,

unit trust

management

and other

securities

related

business

Insurance

Others

Intersegment

elimination

Total


RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

RM’000






















External revenue
795,174

524,361

281,368

62,720

10,409

67,517

22,253

29,776

-

1,793,578

Intersegment revenue
2,236

2,707

3,556

-

-

405

1,899

12,559

(23,362)

-

Segment revenue
797,410

527,068

284,924

62,720

10,409

67,922

24,152

42,335

(23,362)

1,793,578






















Segment results
271,333

111,985

71,403

8,178

6,678

24,565

13,326

26,806



534,274

Unallocated expenses


















(226,479)

Operating profit 


















307,795

Share of the profit/(loss) of associated companies
-

-

-

-

-

1,016

-

(9)



1,007

Profit before INCPS dividend, taxation and zakat


















308,802

INCPS dividend


















(44,300)

Profit after INCPS dividend and before taxation and zakat


















264,502

Taxation and zakat


















(68,637)

Profit after INCPS dividend, taxation and zakat


















195,865

A8.
Segment Information (continued) 

(a)
Revenue and Results (continued)

Financial period ended 31 Dec 2002 
Wholesale

banking

Retail

banking

Treasury

SPI

Financial

advisory

and

underwriting

Asset

management,

unit trust

management

and other

securities

related

business

Insurance

Others

Intersegment

elimination

Total


RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

RM’000

RM’000






















External revenue
751,654

443,065

241,965

42,335

15,033

38,413

17,400

37,118

-

1,586,983

Intersegment revenue
1,304

2,396

3,377

-

-

180

913

13,400

(21,570)

-

Segment revenue
752,958

445,461

245,342

42,335

15,033

38,593

18,313

50,518

(21,570)

1,586,983






















Segment results
146,667

105,354

105,479

11,824

10,702

2,627

10,911

25,441



419,005

Unallocated expenses


















(156,142)

Operating profit 


















262,863

Share of the profit of associated companies
-

-

-

-

-

144

-

-



144

Profit before INCPS dividend, taxation and zakat


















263,007

INCPS dividend


















(44,300)

Profit after INCPS dividend and before taxation and zakat


















218,707

Taxation and zakat


















(57,316)

Profit after INCPS dividend, taxation and zakat


















161,391

A8.
Segment Information (continued)

(b)
Loans, Advances and Financing

(i)
Gross Loans, Advances and Financing Analysed by Economic Sectors


As at

31 Dec 2003

As at

30 June 2003


RM’000

RM’000






Agriculture
1,752,644

1,963,148

Mining and quarrying
197,904

135,605

Manufacturing
9,836,664

10,464,417

Electricity, gas and water
967,263

1,315,170

Construction
3,127,848

3,502,589

Real estate
1,932,104

2,118,904

Purchase of landed property of which:




(i)
Residential
10,401,628

9,724,046

(ii)
Non-residential
1,383,412

1,420,717

General commerce
4,697,950

4,825,264

Transport, storage and communication
1,394,123

1,531,243

Finance, insurance and business services
2,699,928

3,029,047

Purchase of securities of which: 




(i)
Unit trust
288,199

287,730

(ii)
Non-unit trust
1,864,696

1,829,652

Purchase of transport vehicles
1,663,530

1,386,582

Consumption credit
2,208,570

1,997,932

Others
1,390,860

1,699,500


45,807,323

47,231,546

(ii)
Non-performing Loans


As at

31 Dec 2003

As at

30 June 2003


RM’000

RM’000






Balance as at the beginning of the financial period/year
7,737,400

6,696,163

Amount arising from acquisition of a subsidiary company
-

1,694,399

Non-performing during the financial period/year
1,732,930

2,796,358

Recoveries
(324,468)

(687,676)

Non-performing reclassified as performing
(671,868)

(1,522,521)

Amount written off
(166,852)

(676,460)

Amount converted to investment securities
(409,753)

(562,859)

Exchange difference
4,086

(4)

Balance as at the end of the financial period/year
7,901,475

7,737,400






Net non-performing loans
3,696,365

3,748,698






% to net loans, advances and financing
8.74

8.51






A8.
Segment Information (continued)

(b)
Loans, Advances and Financing (continued)

(iii)
Loan Loss Provision


As at

31 Dec 2003

As at

30 June 2003


RM’000

RM’000






General provision




Balance as at the beginning of the financial period/year
791,932

698,441

Amount arising from acquisition of a subsidiary company
-

95,518

Provision made during the financial period/year
13,601

3,820

Exchange difference
1,111

-

Amount written back
(5,667)

(5,847)

Balance as at the end of the financial period/year
800,977

791,932






Specific provision




Balance as at the beginning of the financial period/year
2,612,002

2,069,297

Amount arising from acquisition of a subsidiary company
-

498,175

Provision made during the financial period/year
350,411

744,755

Transfer to provision for diminution in value of investment securities
(33,105)

(123,496)

Amount written back in respect of recoveries
(119,380)

(150,722)

Amount written off
(106,814)

(432,954)

Exchange difference
2,208

(53)

Amount transferred (to)/from allowance for commitment and contingencies
(4,670)

7,000

Balance as at the end of the financial period/year
2,700,652

2,612,002






Interest-in-suspense/Income-in-suspense




Balance as at the beginning of the financial period/year
1,381,000

956,485

Amount arising from acquisition of a subsidiary company
-

342,289

Interest suspended during the financial period/year
304,078

570,723

Transfer to provision for diminution in value of investment securities
(16,343)

(18,754)

Amount written back in respect of recoveries
(100,208)

(208,106)

Amount written off
(60,294)

(261,630)

Exchange difference
525

(7)

Balance as at the end of the financial period/year
1,508,758

1,381,000

A8.
Segment Information (continued)

(c)
Amount Recoverable from Pengurusan Danaharta Nasional Berhad


As at

31 Dec 2003

As at
30 June 2003


RM’000

RM’000






Balance as at the beginning of the financial period/year
5,552

87,893

Provision made during the financial period/year
(597)

(80,513)

Amount recovered
(4,070)

(1,828)

Balance as at the end of the financial period/year
885

5,552

A9.
Valuation of Property, Plant and Equipment

Property, plant and equipment are stated at cost less accumulated depreciation and impairment losses.

A10.
Material Events Subsequent to the Balance Sheet date

There are no material events subsequent to the balance sheet date that have not been reflected in the financial statements.

A11.
Changes in Composition of the Group

The significant changes in the composition of the Group for the financial period ended 31 December 2003 are summarised below:

(a)
Disposal of Straits-G.K.Goh Research Sdn Bhd ('SGKGR') to G.K.Goh Holdings Limited ('G.K.Goh')

On 25 April 2003, Straits Asset Holdings Sdn Bhd (‘SAHSB’), an indirect wholly-owned subsidiary of the Company, and G.K. Goh entered into a sale of shares agreement for the proposed disposal by SAHSB of its entire equity interest representing 100% of the issued and paid-up share capital in SGKGR comprising 500,000 ordinary shares of RM1.00 each for a cash consideration of RM377,128 which is equal to 1.4 times the audited NTA of SGKGR as at 30 September 2002 of RM269,377 to G.K. Goh ('Disposal of SGKGR').

The consideration was agreed upon on a willing buyer and willing seller basis after taking into account that the same consideration was attributed to SGKGR when the company was acquired by RHB Sakura Merchant Bankers Berhad ('RHB Sakura') from the Company pursuant to the Transfer of Securities and Securities Related Business Entities which was completed on 9 December 2002, as part of the proposals under the group restructuring scheme.

The Disposal of SGKGR was completed on 18 July 2003 and SGKGR has ceased to be an indirect wholly-owned subsidiary of the Company.

A11.
Changes in Composition of the Group (continued)

(b)
Rationalisation of the Leasing and Hire-Purchase Businesses of RHB Delta Finance Berhad ('RHB Delta Finance') and RHB Leasing Sdn Bhd ('RHB Leasing') via a Scheme of Arrangement pursuant to Sections 176 and 178 of the Companies Act, 1965 

On 5 May 2003, the Company announced that its indirect subsidiary, RHB Leasing, will be entering into a scheme of arrangement with RHB Delta Finance, the holding company of RHB Leasing, pursuant to Sections 176 and 178 of the Companies Act, 1965, to implement the proposed rationalisation of the respective companies' leasing and hire-purchase businesses which will involve the following:

(a)
RHB Delta Finance transferring all its leasing business to RHB Leasing; and

(b)
RHB Leasing transferring all businesses other than its leasing business to RHB Delta Finance;

such that the leasing business will be conducted solely by RHB Leasing and the hire-purchase business will be conducted solely by RHB Delta Finance.

The Rationalisation of the Leasing and Hire-Purchase Businesses of RHB Delta Finance and RHB Leasing had been approved by the Minister of Finance and Bank Negara Malaysia ('BNM') via BNM's letter dated 29 April 2003.

On 30 September 2003, the Company announced that the High Court of Malaya had on 29 September 2003, sanctioned the said scheme of arrangement and granted a vesting order to implement the Rationalisation of the Leasing and Hire-Purchase Businesses of RHB Delta Finance and RHB Leasing with effect from 1 November 2003.

Following thereon, RHB Delta Finance remains a direct wholly-owned subsidiary of RHB Bank Berhad, which in turn is a 70% subsidiary of the Company and RHB Leasing remains a direct wholly-owned subsidiary of RHB Delta Finance.

(c)
Incorporation of new subsidiary – RHB International Trust (L) Ltd

The Company announced on 31 December 2003 that a new subsidiary, RHB International Trust (L) Ltd (‘RHBITLL’), has been incorporated in the Federal Territory of Labuan on 19 December 2003 under the Offshore Companies Act 1990 to hold the Trust Licence to comply with the new requirement following the Labuan Trust Companies (Amendment) Act 2002 (‘Amendment’) which provides that only companies registered under the Offshore Companies Act 1990 may apply for licence to carry on trust business.

RHBITLL has an authorised share capital of USD255,000.00 divided into 63,750 shares of USD4.00 each, out of which 1 share has been issued to the Company being the Subscriber Share at the time of incorporation. RHBITLL will further increase its issued share capital to 40,000 shares of USD4.00 each to be partially paid up to USD2.00 per share.

Following the incorporation of RHBITLL, RHB International Trust (Labuan) Sdn Bhd (‘RHBITLSB’) which is a wholly-owned subsidiary of the Company incorporated under the Companies Act 1965 will cease to hold the Trust Licence which was issued by the Labuan Offshore Financial Services Authority on 11 March 1992. Subsequently, RHBITLSB will be made a wholly-owned subsidiary of RHBITLL and will be providing corporate secretarial service, corporate resident directorship service, custodian service and other services.

A12.
Changes in Contingent Liabilities since the last Annual Balance Sheet date

(a)
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. Apart from the allowance for commitments and contingencies already made in the income statement, no material losses are anticipated as a result of these transactions.

The commitments and contingencies comprise the following:


As at 31 Dec 2003

As at 30 June 2003


Principal

Amount

Credit

Equivalent

Amount*

Principal

Amount

Credit

Equivalent

Amount*


RM’ million

RM’ million

RM’ million

RM’ million










Direct credit substitutes
1,981

1,981

2,139

2,139

Transaction-related contingent items
1,047

524

1,137

568

Short term self-liquidating trade-related contingencies
2,304

460

1,477

295

Obligations under underwriting agreements
390

195

417

208

Housing loans sold directly and indirectly to Cagamas with recourse
57

57

58

58

Other assets sold with recourse and commitments with certain drawdowns
352

352

-

-

Irrevocable commitments to extend credit








-
maturity exceeding one year
2,902

1,336

3,492

1,746

-
maturity not exceeding one year
18,437

-

18,341

-

Foreign exchange-related contracts








-
less than one year
3,044

61

4,472

71

-
one year to less than five years
190

20

190

20

Interest rate-related contracts








-
less than one year
687

1

326

1

-
one year to less than five years
2,821

63

1,246

62

-
more than five years
114

6

154

6

Others
706

-

614

-


35,032

5,056

34,063

5,174

*
The credit equivalent amount is arrived at using the credit conversion factors as per Bank Negara Malaysia's ('BNM') circulars.

A12.
Changes in Contingent Liabilities since the last Annual Balance Sheet date (continued)

(b)
Guarantees Issued

As at balance sheet date, the Company extended unsecured guarantees of RM84,500,000 (30 June 2003: RM87,000,000) and RM487,000,000 (30 June 2003: RM487,000,000) for borrowings and performance of the obligations of its securities subsidiary companies respectively. As at balance sheet date, RM21,721,000 (30 June 2003: RM1,000,000) of the borrowings were utilised by the subsidiary companies of the Company.

(c)
Other Contingent Liabilities

(i)
The Company

On 19 October 2001, the Company filed a suit against Carta Bintang Sdn Bhd ('CBSB'), the vendor of SJ Securities Sdn Bhd ('SJ Securities'), for the recovery of the deposit of RM32,800,000 ('Deposit') paid by the Company pursuant to the sale and purchase agreement dated 7 November 2000 between CBSB and the Company for the sale and purchase of 60 million shares in SJ Securities. CBSB subsequently filed a counterclaim of RM258,688,153.42 together with interest thereon and costs (Please refer to B11 ‘Material Litigation’ for further details).

The suit is still ongoing and the solicitors for the Company are of the opinion that the chances of successfully recovering the Deposit are good. In addition, the solicitors for the Company are also of the opinion that the prospects of successfully defending the counterclaim filed by CBSB against the Company are good and that the said counterclaim is unlikely to succeed.

In view of the above, the Company has not made any provision in relation to the said counterclaim, in the financial statements of the financial period ended 31 December 2003.

(ii)
RHB Equities Sdn Bhd ('RHB Equities') and RHB Securities Sdn Bhd ('RHB Securities')

RHB Equities and RHB Securities, both wholly-owned subsidiaries of the Company are parties, as the first and second defendants, to a suit for damages and for the return of shares pledged by the plaintiff as third party collateral for margin finance facilities initially provided by RHB Equities, which were subsequently transferred to RHB Securities together with the third party collateral. The plaintiff claimed that the transfer was made without the plaintiff's consent and has obtained an interim injunction to restrain disposal of the collateral. RHB Equities and RHB Securities have filed a defence and counterclaim against the said suit.

Since the above suit is still ongoing and the solicitors for RHB Equities and RHB Securities are unable to ascertain the outcome of the claims, RHB Equities and RHB Securities have not made any provision in the financial statements as at 31 December 2003.

A13.
INCPS Dividend



3 months ended

6 months ended



31 Dec 2003

31 Dec 2002

31 Dec 2003

31 Dec  2002



RM’000

RM’000

RM’000

RM’000











INCPS dividend 









-
8% per annum (2003: 8% per annum) including 28% tax

22,029

22,029

44,300

44,300

The INCPS dividend are paid in accordance with the terms of the INCPS. The INCPS are non-cumulative and are irredeemable except that they can be converted into ordinary shares. The INCPS also qualify as Tier 1 Capital and are approved by BNM as such in the computation of the risk weighted capital adequacy ratio. The INCPS have since their issuance in June 1999 been treated as equity instruments and accordingly the preference shares dividends paid have been disclosed as appropriations from profit after tax. MASB 24 on ‘Financial Instruments: Disclosure and Presentation’, which is effective for accounting periods commencing on or after 1 January 2002, however regards the INCPS as financial liabilities and, to comply with MASB 24, the INCPS have been reclassified from shareholders' equity and the dividends paid shown as a deduction in arriving at profit before tax.

For presentation purposes, the amount of INCPS dividend is shown on a gross basis whilst the tax effect of RM6,169,000 and RM12,404,000 for the financial quarter and period on the INCPS dividend is credited to the taxation account.

A14.
Amount Due from Holding Company

During the financial quarter ended 31 December 2003, net advances made by the Company to its holding company, Rashid Hussain Berhad amounted to RM126.1 million. The amount due from the holding company is unsecured and carry an interest rate of 0.2% per annum above the average Company's cost of funds. 

A15.
Capital Commitments


As at

31 Dec 2003

As at

30 June 2003


RM’000

RM’000

Capital expenditure for property, plant and equipment:




-
authorised and contracted for
31,382

37,045

-
authorised but not contracted for
84,341

79,296


115,723

116,341

B1.
Review of Group Results

The Group recorded a profit before INCPS dividend, taxation and zakat of RM308.8 million for the six months ended 31 December 2003, up 17.4% from RM263.0 million reported in the corresponding period last financial year. The increase in profit was mainly due to:

-
lower loan loss provision;

· higher income from Skim Perbankan Islam after the merger with Bank Utama (now known as Utama Gilang Sdn Bhd) (‘Bank Utama’) in May 2003; 

· higher non-interest income;

offset by:

· higher overhead expenses incurred after the merger with Bank Utama.
B2.
Changes in Profit for the Quarter

For the second quarter ended 31 December 2003, the Group recorded a profit before INCPS dividend, taxation and zakat of RM166.3 million, 16.7% higher compared to the profit of RM142.5 million recorded in the preceding quarter ended 30 September 2003. The higher profit was mainly due to lower loan loss provision and higher net interest income, partly offset by, higher overhead expenses.
B3.
Prospects for the Financial Year Ending 30 June 2004

A brighter global economic outlook coupled with the continuing impact of the Government’s pro-growth economic package shall continue to spur domestic consumption and private sector demand.

Growing the consumer and commercial banking businesses will continue to be the main focus of the Group.  Islamic Banking continues to record good growth and is expanding its product offerings to meet the demand of the market place. The Group will continue to harness cross-selling synergies within the enlarged customer base to position for sustainable growth.

Group performance in the second half year is expected to improve in line with the improving economic condition.

B4.
Variance of Actual Profit from Forecast Profit and Profit Guarantee

There were no profit forecast or profit guarantee issued by the Group.

B5.
Taxation and Zakat



3 months ended

6 months ended



31 Dec 2003

31 Dec 2002

31 Dec 2003

31 Dec 2002



RM’000

RM’000

RM’000

RM’000











Income tax based on profit for the financial period









-
Malaysian income tax

46,553

69,692

79,515

128,398

-
Overseas taxation

998

515

1,259

514

Deferred taxation 

(2,024)

(25,172)

(4,184)

(52,966)

Tax on INCPS dividend

(6,169)

(6,169)

(12,404)

(12,404)



39,358

38,866

64,186

63,542

Under/(Over) provision in respect of prior years 









-
Malaysian income tax

310

(4,078)

4,158

(6,396)



39,668

34,788

68,344

57,146

Share of taxation of associated companies

186

-

292

-

Zakat

-

84

1

170



39,854

34,872

68,637

57,316

The effective tax rate is lower than the statutory tax rate for the financial period ended 31 December 2003 mainly due to the effect of the lower tax rate in Labuan.

B6.
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 financial period ended 31 December 2003.

B7.
Profit on Sale of Unquoted Investments and/or Properties


Other than in the ordinary course of business, there were no sales of unquoted investments and/or properties during the financial period ended 31 December 2003.

B8.
Status of Corporate Proposals

On 8 July 2003, the Company announced that Bank Negara Malaysia has granted in principle approval for the Company to begin merger talks with Allianz Aktiengesellschaft ('Allianz AG') in terms of non-banking business opportunities in Malaysia. Final approval from the relevant regulatory authorities would be required prior to concluding negotiations and entering into any subsequent agreement with Allianz AG.

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

B9.
Deposits from Customers, Deposits and Placements of Banks and Financial Institutions, Borrowings and Subordinated Obligations

(a)
Deposits from customers and placements of banks and financial institutions


As at

As at


31 Dec 2003

30 June 2003


RM’000

RM’000

Fixed deposits, promissory notes and negotiable 


instruments of deposit




One year or less (short-term)
28,237,554

33,481,190

More than one year (medium/long-term)
421,646

864,347

Others
16,103,825

14,175,894


44,763,025

48,521,431






Deposits and placements of banks and financial


institutions




One year or less (short-term)
6,035,320

3,567,131

More than one year (medium/long-term)
50,190

313,450


6,085,510

3,880,581

(b)
Borrowings






As at

As at



31 Dec 2003

30 June 2003



RM’000

RM’000







Secured:





Revolving credits

20,000

20,000

Term loan

240,000



150,000

Unsecured:





Revolving credits

182,500

220,000

Overdrafts

40,771

39,818

Redeemable Serial Fixed Rate Bonds 2002/2007

500,000

500,000

7.5% Bonds 2003/2009

200,000

200,000



1,183,271

1,129,818







Maturity period of borrowings:











Repayable within one year

203,291

279,818

One year to three years 

490,000

275,000

Three years to five years

289,980

375,000

Over five years

200,000

200,000



1,183,271

1,129,818







B9.
Deposits from Customers, Deposits and Placements of Banks and Financial Institutions, Borrowings and Subordinated Obligations (continued)

(c)
Subordinated Obligations


As at

31 Dec 2003

As at

30 June 2003


RM’000

RM’000






8.2% RM165 million Tier II subordinated bonds 2002/2012
165,000

165,000






6.85% RM800 million Tier II subordinated bonds 2002/2012
800,000

800,000






6.625% USD150 million Tier II subordinated notes


2002/2013
567,841*

567,722


1,532,841

1,532,722

*
Net of unaccreted discount of RM2.2  million

The subordinated obligations constitute unsecured liabilities of the commercial bank and merchant bank subsidiary companies and are subordinated to the senior indebtedness in accordance with their respective terms and conditions of issue and qualify as Tier II capital for the purpose of determining the capital adequacy ratios of the respective banking subsidiary companies.

B10.
Off-Balance Sheet Financial Instruments


Value of Contracts Classified by Remaining Period to Maturity/Next Re-pricing Date (whichever is earlier) as at 31 December 2003


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
1,901
995
538
277
91
-
-
-

-
swaps
1,069
650
139
90
-
190
-
-

-
options
255
82
107
66
-
-
-
-

-
spots
9
9
-
-
-
-
-
-











Interest rate related


contracts









-
futures
1,923
-
70
285
285
1,283
-
1,209

-
swaps
1,699
166
115
134
252
1,032
-
-











Total
6,856
1,902
969
852
628
2,505
-
1,209


Foreign exchange and interest rate-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 amounts subject to market risk. Exposure to market risk may be reduced through offsetting on and off-balance sheet positions. As at 31 December 2003, the amount of contracts which were not hedged and hence, exposed to market risk was RM1,122,045,000 (30 June 2003: RM1,074,567,000).


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 Group has a gain position. As at 31 December 2003, the amounts of credit risk, measured in terms of the cost to replace the profitable contracts, was RM44,726,000 (30 June 2003: RM133,660,000). 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 Berhad has also given a continuing guarantee to BNM to meet the liabilities and financial obligations and requirements of its subsidiary company, 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.

B10.
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 gains and losses are recognised in the income statement for the financial period.

(ii)
Financial futures

Financial futures contracts are valued at the 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 counterparties who wish to swap their interest obligations. These subsidiary companies also use interest rate swaps, futures, 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 financial period using the mark-to-market method, and are included in the income statement.

B11.
Material Litigation

On 19 October 2001, the Company announced that a Writ of Summons had been filed at the High Court of Malaya in Kuala Lumpur ('High Court') against Carta Bintang Sdn Bhd ('CBSB'), the vendor of SJ Securities Sdn Bhd ('SJ Securities'), for the recovery of the deposit of RM32,800,000 ('Deposit') paid by the Company pursuant to the sale of shares agreement dated 7 November 2000 in respect of 60 million shares in SJ Securities ('Sale Shares').

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.

On 22 November 2002, the Deputy Registrar of the High Court granted a summary judgment in favour of the Company for CBSB to return the Deposit to the Company and a summary judgment in favour of CBSB for the Company to return the share certificates and transfer forms in respect of the Sale Shares to CBSB.

Both parties had subsequently filed their respective appeals against the decision of the Deputy Registrar and on 7 August 2003, the Learned High Court Judge dismissed the respective appeals of the Company and CBSB and affirmed the Deputy Registrar's summary judgment orders. 

B11.
Material Litigation (continued)

On 15 August 2003 and 27 August 2003, the Company announced that the parties have filed their respective appeals to the Court of Appeal against the decisions of the Learned High Court Judge (Please refer to A12(c)(i) ‘Other Contingent Liabilities’ for the Company’s solicitors’ opinion on the above suit and counterclaim).


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

B12.
Dividend Declared

The Company had on 29 December 2003 announced the declaration of an interim dividend of 3% less 28% income tax in respect of the financial year ending 30 June 2004. The dividend will be payable on 18 March 2004 to the shareholders registered in the Company's Record of Depositors on 19 February 2004. The total gross dividend per share in respect of the financial period ended 31 December 2003 was 3% less 28% income tax (previous year corresponding financial period ended 31 December 2002: Nil).

A shareholder shall qualify for entitlement to the dividend in respect of:

a)
shares deposited into the shareholder's securities account before 12.30 p.m. on 17 February 2004 in respect of shares which are exempted from mandatory deposit;

b)
shares transferred into the shareholder's securities account before 4.00 p.m. on 19 February 2004 in respect of transfers; and

c)
shares bought on the Kuala Lumpur Stock Exchange on a cum entitlement basis according to the Rules of the Kuala Lumpur Stock Exchange.

B13.
Earnings per Share



3 months ended

6 months ended



31 Dec 2003

31 Dec 2002

31 Dec 2003

31 Dec  2002



RM’000

RM’000

RM’000

RM’000

(a)
Basic earnings per share









Net profit for the financial period

77,341

54,750

146,426

113,684











Weighted average number of ordinary shares in issue ('000)

1,823,468

1,823,468

1,823,468

1,823,468











Basic earnings per share (sen)

4.2

3.0

8.0

6.2

B13.
Earnings per Share (continued)

(b)
Fully diluted earnings per share

Based on MASB 13, conversion of warrants is considered dilutive when they would result in the issue of new ordinary shares for less than the market value of the shares. As the current exercise price of the warrants is higher than the market value of the ordinary shares, there is no impact of dilution in the earnings per share.

BY ORDER OF THE BOARD
NORAZZAH BINTI SULAIMAN
ONG SUAN SIM

(Licence No. LS0006058) 
(MAICSA No. 0748809)



Secretaries


26 February 2004
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