PRESS RELEASE BY TAN SRI DATO’ DR. TEH HONG PIOW,

PRESIDENT AND CHIEF EXECUTIVE OFFICER OF PUBLIC BANK
RM1.26 BILLION RECORD PROFIT FOR PUBLIC BANK GROUP

I am pleased to announce that Public Bank Group performed well and achieved a record pre-tax profit of RM1.26 billion for the year 2000, which for the first time surpassed the RM1 billion mark.  The results for 2000 also registered a significant increase in profitability of RM422 million representing an impressive 50% increase over the previous record profit of RM838 million posted in 1999.

The Group’s profit after tax and minority interest posted a 16% increase to RM717 million from RM616 million despite the significantly lower effective tax rate of only 6% in 1999 when the Malaysian companies of the Group enjoyed a tax waiver year.  The Group’s earnings per share improved to 30.3 sen in 2000 from 26.2 sen in the previous year whilst return on equity for 2000 stood at 17.4% and return on assets was 2.1%.
Public Bank is proposing to its shareholders a 15% tax exempt final dividend, the highest dividend payout rate in the history of the Bank. 

Public Bank, the commercial bank and all major operating subsidiaries of the Group turned in significant improvement in their performance.

At the Bank level, pre-tax profit increased to RM634 million in 2000, a 46% increase compared to the previous year after excluding the exceptional gain of RM88 million arising from the restructuring of the Group’s share broking and fund management business in 1999.  The increase in the Bank’s net interest income by 15% reflected the shift in the balance sheet from lower yielding interbank assets to higher yielding loan assets. 

The Bank’s domestic loans growth exceeded 12% for 2000, on top of the 11% expansion of domestic lending in 1999.  Domestic lending activities were focused on the retail commercial sector with loans to small and medium sized enterprises (“SMEs”) accounting for approximately 43% of total new loans.  The Bank continued to support Government priority sector lending programmes and have surpassed all the requirements of all such programmes in 2000.

The Bank recorded a decline in the amount of non-performing loans (“NPL”) of RM45 million during the year. Net NPL ratio at the end of 2000 stood at 1.3%, considerably lower than the industry average and an improvement from the net NPL ratio of 1.5% a year ago.  Loan loss reserves cover for NPL remained prudent, standing at 107% at the end of 2000.  At the Group level, the net NPL ratio stood at 2.1% at the end of 2000, an improvement from 2.3% recorded previously.
Public Bank expanded its retail deposit base towards lower cost current accounts and savings deposits which also contributed to better interest spreads.  Current accounts and savings deposits expanded by 26% and 21% respectively whilst fixed deposits declined marginally by 2%.  
Public Finance’s pre-tax profit jumped by 69% to RM332 million from RM197 million the year before. The improvement was mainly contributed by strong loans growth of 10% and better interest margins which translated into a 21% increase in net interest income. Loan loss provisions fell by RM57 million compared to 1999 due mainly to improved asset quality.

The Group’s Hong Kong finance company subsidiary, JCG Finance Company, Limited turned in a 7% increase in profit before taxation to RM253 million, while Winton Holdings (Bermuda) Limited, which is principally engaged in the financing and trading of taxi licences in Hong Kong, turned around to record a profit of RM3 million in 2000 from a loss of RM32 million in 1999.

The financial position of the Public Bank Group continued to strengthen in 2000.  Group shareholders’ funds increased by RM574 million to RM4,417 million while  Group risk-weighted capital ratio and core capital ratio stood at 24% and 22% respectively at the end of 2000, up from 21% and 20% a year ago. The Bank’s core capital ratio, at 16%, was at the same level as its risk-weighted capital ratio.

The Bank is rated AA1 by the Rating Agency of Malaysia, primarily on the strength of its high capital ratios, asset quality, highly liquid balance sheet and prudent management.

The Public Bank Group expanded into the merchant banking business with the completion of the acquisition of Sime Merchant Bankers Berhad, renamed Public Merchant Bank Berhad, in October 2000. With a fresh capital injection of RM150 million and the backing of the Public Bank Group, Public Merchant Bank Berhad is well positioned to develop its presence in the domestic merchant banking industry.

Public Bank’s merger with Advance Finance Berhad was completed with the transfer of the finance company’s business to Public Bank on 31 December 2000.

Public Bank anticipates to complete the proposed merger of Public Bank and Hock Hua Bank by the first quarter of 2001 under the terms of the revised merger scheme announced to the Kuala Lumpur Stock Exchange on 26 December 2000. The revised merger scheme will involve the acquisition of the shares of Hock Hua Bank by the issuance of 3.4 new shares in Public Bank for every one Hock Hua Bank share and will result in Hock Hua Bank becoming a wholly owned subsidiary of Public Bank. The banking business of Hock Hua Bank will be transferred and merged with the banking business of Public Bank. As part of the revised merger scheme, Public Bank is also proposing a bonus issue of 3 new Public Bank shares for every 10 existing Public Bank shares held after the completion of the proposed merger. 

The Malaysian economy is expected to register a moderation in GDP growth for 2001 to between 5% and 7%.  Public Bank’s merger with Hock Hua Bank will strengthen the Group further through a stronger capital and customer base, and will increase the Public Bank Group’s domestic network of commercial bank and finance company branches to 381 branches.  Given the above outlook of the economy and Public Bank’s strong presence in the financial services industry, the Group is cautiously optimistic that, barring unforeseen circumstances, its financial performance in 2001 will continue to be enhanced.
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