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PUBLIC BANK DOUBLES PROFITS TO RM600 MILLION ON STRONG LOANS GROWTH
I am pleased to announce that the Public Bank Group achieved a pre-tax profit of RM601 million for the six months ended 30 June 2000. The results not only represented a 100% growth over the RM301 million recorded for the same period in 1999, it also amounted to 72% of the full year's profit for 1999, which was a record year for Group profitability. The strong performance for the first half of year 2000 was underpinned by a robust expansion of the Group's lending business. Net interest income grew by RM125 million compared to the previous corresponding period on the back of an 8% growth in loans for the six month period to 30 June 2000. Non-interest income rose by RM40 million while lower provisions for non-performing loans and strong recoveries added RM141 million to the bottom line.

All the Group's operations performed well in the first half of 2000. The commercial banking business performance was outstanding, with a 93% increase in profit before tax to RM276 million from RM143 million in the previous corresponding period. The Group's finance companies' operations in Malaysia and Hong Kong showed a 56% improvement in pre-tax profits to RM265 million while the share broking and fund management operations posted a 61% increase in profits to RM35 million during the same period. 
Despite the higher tax charge in the current period compared to 1999 when the Malaysian companies of the Group enjoyed a tax waiver, the Group's earnings per share improved to 15 sen from 9 sen in the previous corresponding period.  

Public Bank, the commercial bank, continued with its lending strategy of focusing on loans to the retail consumer and commercial sectors which was initiated in 1999 on the back of a recovering Malaysian economy. Domestic lending expanded by 10% during the first six months of 2000. A significant proportion of new financing was directed to financing of small and medium scale enterprises (SMEs) and to the residential housing loan sector. Approximately 48% of new loans approved in the first six months of 2000 were granted to SMEs whilst loans for purchase of residential properties accounted for 31% of new loans approved during the same period. 
The shift in asset allocation of the balance sheet of Public Bank to loan assets, particularly retail consumer and commercial lending, from interbank assets, with its prevailing low yields, has enabled Public Bank to improve the overall yield of its assets and achieve higher net interest income for the six month period. Despite the strong growth in loans, there was no compromise on the stringent credit approval process and credit monitoring systems, long a hallmark of Public Bank's lending business.

The net non-performing loans ratio of the Group improved to 2.1% compared to 2.3% at the end of 1999. The Bank's net non-performing loans ratio also improved further to 1.3% compared to 1.5% six months earlier. The Group's and Bank's asset quality continue to compare extremely favourably with the banking system and the commercial bank industry, which respectively registered net non-performing loans ratio of 6.6% and 5.7% at the end of April 2000. Despite the lower loan loss provisioning for the period and significant recoveries, the Group and Bank's ratio of loan loss reserves to non-performing loans remained prudent, at 98% and 106% respectively.

The Bank's total deposits from customers of RM23,005 million was marginally higher than the level as at 31 December 1999, whilst the Group's total deposits from customers declined by 4% during the first six months of 2000 to RM31,755 million. However, the Group has been successful in improving its overall funding structure by shifting its deposit mix towards lower cost demand and savings deposits. At the Group level, demand deposits and savings deposits grew strongly by 5% and 9% respectively whereas time deposits declined by 7% in the six month period to 30 June 2000. At the Bank, demand deposits and savings deposits grew by 6% and 8% respectively, offsetting the 3% decline in time deposits in the same six month period.

The Group's risk-weighted capital ratio and core capital ratio were 20.8% and 19.0% respectively as at 30 June 2000, reflecting the strong capital position of the Public Bank Group. Group shareholders' funds stood at RM4,187 million, an increase of RM344 million from RM3,843 million at the end of 1999. 
The economic recovery looks set to sustain its momentum for the rest of 2000. Barring unforeseen circumstances, the Public Bank Group should improve on its performance during the second half of this financial year.
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