
PRESS RELEASE BY TAN SRI DATO' DR. TEH HONG PIOW, 
PRESIDENT AND CHIEF EXECUTIVE OFFICER OF PUBLIC BANK
GROUP PROFIT INCREASES FOUR-FOLD AS THE ECONOMY RECOVERS
Group Performance
I am pleased to announce that, in line with the economic recovery, the Public Bank Group achieved pre-tax profits of RM838.2 million in 1999.This four-fold increase in profits as compared to RM198.8 million in 1998 was made possible by substantial reductions in loan loss provisions for the commercial banking and stock-broking operations. All major operating companies in the Public Bank Group showed substantial improvement in their performance in 1999.

At the profit after tax level, the Group posted a nine-fold increase in earnings from RM87.0 million to RM787.4 million, partly attributed to the effects of the tax waiver for 1999. Consequently the Group's earnings per share improved to 26.2 sen from 2.3 sen in the previous year.

The Group's capital continued to be strengthened through the retention of earnings as well as through proceeds from the exercise of employee share options. Group shareholders' funds stood at RM3,842.9 million and Group risk-weighted capital ratio was 21.4%, up from RM3,231.2 million and 17.9% respectively as at 31 December 1998. The Group's core capital ratio also increased to 19.7% from 16.2% a year ago. Net non-performing loans ratio stood at  2.3% which was considerably below the industry average. The Group's ratio of loan loss reserves to non-performing loans was a prudent 94.8%.

Commercial Banking Operations
Public Bank turned in a profit before tax of RM521.2 million, an increase of 50.3% from RM346.8 million in 1998. This included an exceptional gain of RM88.2 million arising from the restructuring of the Group's share broking and fund management business. If the exceptional gain was excluded from Public Bank's results, the Bank still registered a 24.9% increase in profit before tax to RM433.0 million. 

Public Bank's domestic lending expanded by 9.3% during the year under review, spearheaded by residential mortgage loans and SME business loans. The growth in loans was primarily achieved by mobilising our extensive branch network to tap the retail market. This effort was supported by packaging attractive mortgage and business loan products to meet the demands of the marketplace, without compromising on credit quality. The recovering domestic economy also allowed the Bank to fulfil the increasing short term working capital requirements of both large corporations and SMEs. At the same time, the Bank continued to support government priority lending programmes and exceeded the minimum requirements as at the respective compliance dates in March and June 1999, for all these programmes.

Total loan loss provisioning declined significantly from RM337.9 million to RM78.5 million. The Bank's net non-performing loan ratio of 1.5% was significantly lower than the industry level. The trend indicated that the Bank's non-performing loans have peaked in 1999.  The loan loss reserve cover for non-performing loans stood at a healthy 102.2%.

The Bank's core customer deposits grew by 4.9% to RM22,951.2 million. Current accounts and savings deposits grew strongly by 35.3% and 28.1% respectively against an industry growth of 31.3% and 23.1%, while fixed deposits increased marginally by 0.8%. This shift was partly attributable to the current low interest rate environment and continued promotion of current accounts and savings deposit products by the Bank.        

The Bank maintained a strong emphasis on cost management and reduced overhead expenses by 18.9%. 

The risk-weighted capital ratio of the Bank strengthened to 15.9% from 14.7% at the end of 1998. The Bank's core capital ratio also stood at 15.9%. 

Public Bank was accorded three awards in 1999. The Bank was named Best Managed Bank in Malaysia by Euromoney for the second consecutive year, the Best Domestic Commercial Bank in Malaysia by Finance Asia and the Best Bank in Malaysia by Asiamoney. In addition, the Bank's joint venture in Vietnam, VID Public Bank, was the first among joint-venture banks and foreign banks in Vietnam to be presented an award by the State Bank of Vietnam in recognition of  its contribution to the banking industry in Vietnam.

Finance Company Operations
Public Finance showed significant improvement in its results with a nine-fold increase in profit before tax to RM 196.6 million compared to RM21.8 million in the previous year. The key factors that contributed to the sharply improved results were higher interest margins due to the low domestic interest rate environment and strong loans growth. 

Public Finance achieved a loans growth of 8.2% during the year. This was the result of stronger demand for hire purchase loans and housing loans. The net non-performing loan ratio of Public Finance was 3.9%, also well below industry levels. Customers' deposits increased by 1.7% compared to a decline of 7.2% recorded by the finance company industry.  

The Group's Hong Kong finance company subsidiary, JCG Finance Company, Limited posted a 16.8% increase in profit before tax to RM237.1 million (HK$484.9 million) in 1999. The improved performance was achieved through stringent control in operating costs and lower deposit funding costs  as interest rates in Hong Kong came off in 1999 compared to 1998. JCG Finance's risk-weighted capital ratio continued to be very strong at 59.0%. 

Winton Holdings (Bermuda) Limited, which is principally engaged in the financing and trading of taxi licences in Hong Kong, managed to reduce its losses to RM32.0 million (HK$65.4 million) in 1999 from a loss of RM86.8 million (HK$177.0 million) in the previous year. The results reflected the consolidation of the taxi industry in Hong Kong over the last two years due to the country's economic downturn and a drop in tourist arrivals and consumer spending. The current market conditions for the taxi industry have stabilised. Winton Holdings (Bermuda) Limited has obtained its shareholders' approval on 10 February 2000 to raise approximately HK$304.9 million, through the issuance of convertible preference shares, to be used as additional working capital.

The parent company of JCG Finance Company, Limited and Winton Holdings (Bermuda) Limited, JCG Holdings Limited, was ranked among the world's 300 best small companies by Forbes Global Magazine.

Stock Broking and Fund Management
The improved performance of the Malaysian stock market in 1999 had a positive impact on the results of the stockbroking subsidiary, PB Securities Sdn. Bhd. This, coupled with its internal cost saving initiatives, enabled PB Securities Sdn. Bhd. to post a profit before tax of RM22.4 million, a significant turnaround compared to a loss of RM243.5 million in 1998 when full provision was made for non-performing loans. 

Kuala Lumpur Mutual Fund Berhad more than doubled its profit before tax to RM42.0 million compared to RM20.4 million in 1998. It maintained its position as the leading private sector asset management company in the country, with a 72.7% growth in the net asset value of funds under management to RM3.8 billion. Its total sales for 1999 also breached the one billion unit mark.

Bank Mergers
In July 1999, Public Bank was named by Bank Negara Malaysia as one of the six anchor banks in the consolidation programme for the domestic banking industry. Following this, Public Bank entered into Memoranda of Understanding with the identified merger partners to facilitate negotiations on the proposed mergers. Subsequently, in October 1999, Bank Negara Malaysia announced the relaxation of its guidelines to allow banking groups to choose their respective merger partners and also to choose the party to lead in their respective groupings. Bank Negara Malaysia granted approval for the formation of 10 banking groups in mid February 2000 and Public Bank was once again named as an anchor bank. Public Bank's approved merger partners are Hock Hua Bank Berhad, Advance Finance Berhad and Sime Merchant Bankers Berhad.  

Merger negotiations with Hock Hua Bank Berhad, Advance Finance Berhad and Sime Merchant Bankers Berhad are at varying stages of progress, with negotiations being most advanced with Hock Hua Bank Berhad. Public Bank has completed the due diligence process on all its merger partners. Barring unforseen circumstances, the proposed mergers are expected to be completed before the end of 2000. 

Public Bank's IT infrastructure has the capability and capacity to meet the additional systems and processing requirements of the enlarged merged entity without requiring any enhancements. As such, system integration is expected to be relatively speedy. The other key component of the integration process is training of staff of the merger partner institutions. The charting of plans for training of staff have already been initiated to ensure an early transition to the enlarged merged entity.

Prospects for 2000
Looking ahead, the Public Bank Group is optimistic that Malaysia's sustainable upward trend in economic activities should generate a GDP growth exceeding 5% in 2000. This is likely to lead to higher demand for loans and a decline in non-performing loan levels. The Group therefore expects this development to have a beneficial impact on its performance in year 2000.  On the other hand, a tough challenge is expected to be posed by the pressure on net interest income, as we expect continued easy monetary policies of the Government, high liquidity in the financial system and competition for quality loan customers. Given these pressures on net interest income, the Public Bank Group will continue to focus on effective asset and liability management and improvement in its cost of doing business. 

The Public Bank Group will continue to use its strong domestic branch network and fully integrated IT infrastructure to reach the retail mass market. Continuous business process improvements aimed at cost savings and improved efficiency will be undertaken. The Group will be able to support a significantly higher level of business without the corresponding increase in overheads by increasing the range and accessibility of the Group's services offered to customers. 
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