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GROUP PROFIT TREBLED FOR THE NINE MONTHS ENDED 30 SEPTEMBER  1999








GROUP PERFORMANCE





I am pleased to announce that the Public Bank Group achieved a pre-tax profit of RM568.7 million for the nine months ended 30 September 1999. This represented an increase of 3.2 times compared to RM178.3 million for the corresponding period in 1998.  The Group's profit after tax rose by 10.5 times to RM535.1 million. This impressive earnings growth was made possible by the significant decrease in loan loss provisions of RM317.7 million compared to the corresponding period in 1998, mainly in commercial banking and stockbroking activities coupled with the effect of the tax waiver year.  The Group's earnings per share improved to 17.6 sen from 0.9 sen in the corresponding period. 





The Group's capital strength also improved through the retention of earnings as well as through proceeds from the exercise of employee share options.  Group shareholders' funds stood at RM3,732.3 million and Group risk-weighted capital ratio was 19.2%, up from RM3,227.7 million and 17.9% respectively as at 31 December 1998.  The Group's core capital ratio also strengthened to 17.4% from 16.2%. 





The Group continued to grow its underlying business and registered a 5.3% growth in gross loans compared to the end of 1998. Net non-performing loans stood at 2.81% compared to 2.61% at the end of 1998.  This consistently low level of non-performing loans is due to the Group's strong credit management.  The Group's ratio of loan loss reserves to non-performing loans was a prudent 89.9%. 














�
COMMERCIAL BANKING OPERATIONS





Public Bank turned in a profit before tax of RM259.7 million compared to RM222.9 million for the corresponding period in 1998 despite reduced operating revenue and narrower interest margins. The improved performance was achieved on the back of a 14.9% reduction in overhead expenses and sharply reduced loan loss provision charge for the current period of RM56.0 million, compared to RM265.9 million for the corresponding period in 1998.





The Bank's net non-performing loans ratio remained low at 1.66% compared to 1.53% at the end of 1998. This compared favourably with the industry ratio of  6.4% as at July 1999. The loan loss reserve cover for non-performing loans stood at a healthy 98.8%.





Public Bank has responded to the Government's call to lend to viable businesses to achieve sustainable economic growth.  The Bank's domestic lending expanded by 7.4% in the nine month period to 30 September 1999.  Loans growth of at least 8% for the full year is well within reach.  The Bank's lending was focused on housing and small and medium size export oriented industries. Public Bank's SWIFT Loan Plan for shops, warehouses, industrial factories and trade financing attracted over 1,100 applications worth RM400 million of new business during its promotion between August  and October 1999. 





Public Bank has already exceeded Bank Negara Malaysia's targets for priority sector lending such loans for houses costing below RM100,000 and loans to small and medium scale enterprises. As at 30 September 1999, Public Bank has achieved 90% of the loan targets for the Bumiputera community scheduled to be achieved by 31 March 2000.





The Bank's core deposits stood at RM20,958.2 million. Current accounts and savings deposits grew strongly by 19.5% and  22.9% respectively whereas fixed deposits declined marginally by  2.9%. This shift was partly attributable to the current low interest rate environment and continued promotion of current accounts and savings deposit products.











The risk weighted capital ratio of the Bank strengthened to 15.6% from 14.7% at the end of 1998. The Bank's core capital ratio, at 15.6%, was at the same level as its risk weighted capital ratio.








FINANCE COMPANY OPERATIONS





Public Finance's pre-tax earnings increased by ten fold to RM133.5 million compared to RM12.6 million for the first nine months of 1998. This sharply improved performance was mainly attributed to better interest margins and strong loans growth of 7.9% for the period. The loan performance was a reflection of improved consumer sentiment and the higher level of economic activity in the country.








The net non-performing loan ratio of Public Finance was 3.88%, well below the industry net non-performing loan ratio of 11.4% as at July 1999. Retail deposits continued to show strong growth as reflected by the 9.5% and 43.4% increase in fixed deposits and savings deposits respectively during the nine-month period. The risk weighted capital ratio of Public Finance remained healthy at 12.5%.





The Group's finance company subsidiary in Hong Kong, JCG Finance Company, Limited posted a 4.0% increase in profit before tax to RM175.4 million (HKD358.5 million) for the nine months ended September 1999. This was a result of higher operating revenue and interest margins which were partly offset by higher loan loss provisions. JCG Finance's risk weighted capital ratio continued to be very strong at 65.95%.





Winton Holdings (Bermuda) Limited registered a reduced loss before tax of RM22.8 million (HKD46.7 million) compared to a loss before tax of RM33.4 million (HKD69.7 million) in the corresponding period in 1998.





�
STOCKBROKING AND FUND MANAGEMENT





The improved performance of the stock market in 1999 and the absence of loan loss provisions after full provision having been made for non-performing loans in the corresponding period in 1998 has enabled PB Securities to achieve a profit before tax of RM18.3 million in the first nine months of 1999 compared to a loss of RM119.1 million in the corresponding period in 1998.





Kuala Lumpur Mutual Fund Berhad, the fund management subsidiary, more than doubled its profit before tax to RM29.9 million compared to RM12.5 million for the first nine months of 1998. The net asset value of funds under management reached RM3.2 billion as at end of September 1999, up from RM2.0 billion at the end of 1998.








INFORMATION TECHNOLOGY





The Public Bank Group continued to leverage on its investment in information technology to improve the level and range of services provided to its customers.  The Group is confident of its Year 2000 preparedness and expects a smooth cut over on 1 January 2000.








CORPORATE EVENTS





Public Bank has entered into Memoranda of Understanding with Hock Hua Bank Berhad, Wah Tat Bank Berhad, Interfinance Berhad and Advance Finance Berhad to facilitate negotiations on the proposed merger between Public Bank Berhad and these financial institutions.














�
PROSPECTS FOR THE FOURTH QUARTER OF 1999





The prospects of recovery of the Malaysian economy gaining further momentum in the fourth quarter of the year is bright.  The return of financial stability in the region will be a major supportive factor to Malaysia in terms of investment and trade flows.  In addition, improved consumer sentiment in the domestic economy, which has translated into higher domestic spending in the third quarter, is expected to spill into the fourth quarter of the year.  The impact of the Government's expansionary fiscal and easy monetary policies will continue to be felt in the fourth quarter.





The Public Bank Group is well-positioned to benefit from the expected stronger revival in economic activities. Barring any unforeseen circumstances, the performance of the Public Bank Group is expected to further improve in the fourth quarter of 1999.
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