PUBLIC BANK BERHAD AND ITS SUBSIDIARY COMPANIES

(6463-H)

UNAUDITED BALANCE SHEETS AS AT 30 JUNE 2001


The Group
The Bank


30/06/01
31/12/00
30/06/01
31/12/00


RM’000
RM’000
RM’000
RM’000

ASSETS

Cash and short term funds
4,992,374
6,847,135
5,073,461
6,593,061

Deposits and placements with


financial institutions
2,854,796
4,821,967
2,522,830
4,772,371

Dealing securities
4,058,382
1,052,846
3,908,727
1,295,067

Investment securities
5,596,584
5,463,821
3,081,979
2,163,206

Loans, advances and financing
28,381,338
23,400,626
18,968,406
14,473,921

Other assets
500,582
844,324
486,833
524,043

Statutory deposits with Central Banks
1,045,777
851,949
708,600
560,235

Investments in subsidiary companies
-
-
1,612,896
1,368,946

Investments in associated companies
38,122
39,529
18,965
18,965

Investment properties
33,303
36,488
-
-

Property and equipment
885,653
810,219
523,944
510,168

Goodwill
427,501
65,659
387,356
25,514

TOTAL ASSETS
48,814,412
44,234,563
37,293,997
32,305,497

LIABILITIES AND SHAREHOLDERS’ FUNDS

Deposits from customers
37,742,079
33,876,812
28,162,743
23,878,333

Deposits and placements of banks and other financial institutions
2,143,135
2,956,814
2,611,229
3,559,920

Obligations on securities sold under 
repurchase agreements
250,725
274,277
268,262
339,077

Bills and acceptances payable
378,802
319,418
396,163
319,372

Other liabilities
1,098,244
1,163,291
760,500
584,152

Total Liabilities
41,612,985
38,590,612
32,198,897
28,680,854



Share capital
1,832,822
1,195,060
1,832,822
1,195,060

Reserves
4,041,300
3,222,049
3,262,278
2,429,583

Shareholders’ Funds
5,874,122
4,417,109
5,095,100
3,624,643







Minority interests
1,327,305
1,226,842
-
-

TOTAL LIABILITIES AND SHAREHOLDERS’ FUNDS
48,814,412
44,234,563
37,293,997
32,305,497

COMMITMENTS AND CONTINGENCIES
12,329,740
10,754,949
9,843,523
8,378,136

CAPITAL ADEQUACY

Core capital ratio
22.3%
21.8%
17.2%
15.9%

Risk-weighted capital ratio
24.1%
23.7%
17.2%
15.9%

Net Tangible Assets per share (RM)
1.49
1.82
-
-

PUBLIC BANK BERHAD

(6463 – H)

UNAUDITED INCOME STATEMENTS

FOR THE FINANCIAL HALF YEAR ENDED 30 JUNE 2001

THE GROUP


2nd Quarter ended

Half Year ended


30 June 2001

RM’000

30 June 2000

RM’000

30 June 2001

RM’000

30 June 2000

RM’000

Operating revenue
951,359

848,224

1,860,481

1,712,377










Interest income
787,092

724,945

1,511,162

1,436,935

Interest expense
(309,152)

(296,873)

(600,418)

(603,514)

Net interest income
477,940

428,072

910,744

833,421

Net Islamic banking


Operating income
31,157

15,168

58,149

24,732


509,097

443,240

968,893

858,153

Non-interest income
127,692

111,721

289,816

253,235

Net income
636,789

554,961

1,258,709

1,111,388

Staff costs and overheads
(254,535)

(195,924)

(487,163)

(401,158)

Operating profit
382,254

359,037

771,546

710,230

Loan and financing


loss and provision
(90,534)

(20,281)

(145,440)

(110,987)


291,720

338,756

626,106

599,243

Share of results


of associated companies
603

994

1,406

1,768

Profit before taxation
292,323

339,750

627,512

601,011

Taxation
(70,430)

(95,854)

(163,126)

(165,934)

Zakat
(20)

-

(20)

-

Profit after taxation


before minority interests
221,873

243,896

464,366

435,077

Minority interests
(55,366)

(45,328)

(113,478)

(88,251)

Profit attributable to shareholders
166,507

198,568

350,888

346,826










Earnings per 50 sen share:-

- basic 

- fully diluted
4.5

4.5

6.5

6.4

10.3

10.3

11.3

11.2

PUBLIC BANK BERHAD

(6463 – H)

UNAUDITED INCOME STATEMENTS

FOR THE FINANCIAL HALF YEAR ENDED 30 JUNE 2001

THE BANK


2nd Quarter ended

Half Year ended


30 June 2001

RM’000

30 June 2000

RM’000

30 June 2001

RM’000

30 June 2000

RM’000

Operating revenue
526,421

434,180

1,007,902

874,683










Interest income
456,818

388,671

843,711

778,294

Interest expense
(229,254)

(213,247)

(438,068)

(426,244)

Net interest income
227,564

175,424

405,643

352,050

Net Islamic banking


Operating income
4,225

9,242

11,791

13,422


231,789

184,666

417,434

365,472

Non-interest income
74,408

61,007

161,262

107,081

Net income
306,197

245,673

578,696

472,553

Staff costs and overheads
(142,158)

(92,408)

(277,981)

(194,535)

Operating profit
164,039

153,265

300,715

278,018

Loan and financing


loss and provision
(23,130)

21,680

(5,534)

(2,506)

Profit before taxation
140,909

174,945

295,181

275,512

Taxation
(28,090)

(57,250)

(75,914)

(85,409)

Zakat
(20)

-

(20)

-

Profit attributable to shareholders
112,799

117,695

219,247

190,103










Earnings per 50 sen share:-

- basic 

- fully diluted
3.1

3.1

3.8

3.8

6.5

6.5

6.2

6.1

Explanatory Notes

1.
Accounting Policies
The accounting policies and methods of computations applied on the financial statements of Public Bank Group (“the Group”) and Public Bank Berhad (“the Bank”) are consistent with those applied in the latest audited annual financial statements and comply with the applicable approved accounting standards issued by the Malaysian Accounting Standards Board (“MASB”).

There have been no significant changes to these policies except for the change in the accounting policy for goodwill.  From the current financial period, goodwill arising on consolidation and purchased goodwill are stated at cost and is written down only when the Directors are of the opinion that there is a permanent diminution in its value.  The Directors are of the opinion that this policy will better reflect the continuing value of the subsidiary companies and/or net assets acquired. The cumulative amortisation of RM1.2 million which had been made in previous years was not considered material by the Directors for reinstatement.

2.
Exceptional Item
There were no exceptional items for the Bank and the Group during the quarter and the financial half year ended 30 June 2001.

3.
Extraordinary Item
There were no extraordinary items for the Bank and the Group during the quarter and the financial half year ended 30 June 2001.

4.
Taxation

Group

Individual Quarter

Half Year ended



30 June 2001

RM’000

30 June 2000

RM’000

30 June 2001

RM’000

30 June 2000

RM’000

Malaysian Income Tax

64,219

83,573

146,885

142,287

Overseas Income Tax

8,445

11,857

19,716

23,203

Transfer to deferred taxation

(2,231)

8

(3,481)

8



70,433

95,438

163,120

165,498

(Over)/Under provision in prior years









- Malaysian income tax

-

452

-

452

- Overseas income tax

(19)

(46)

(19)

(46)



70,414

95,844

163,101

165,904

Share of taxation of associated companies

16

10

25

30



70,430

95,854

163,126

165,934

The effective tax rate for the quarter and for the financial half year ended 30 June 2001 is lower than the statutory tax rate due to the write back of certain expenses which were brought to tax previously.

5.
Pre-acquisition Profits
There was no pre-acquisition profit for the financial half year ended 30 June 2001.

6.
Profit on Sale of Investments and/or Properties
There was no material gain or loss on disposal of investments or properties other than in the ordinary course of business.

7.
Quoted Shares
Other than in the ordinary course of business, there were no purchases or disposals of quoted shares during the quarter and the financial half year ended 30 June 2001.

8. Changes in the Composition of the Group

There was no significant change in the composition of the Group except for the acquisition of the entire issued and paid-up share capital of Hock Hua Bank Berhad by way implementation of the Merger described in note 9 of this financial statement.

9.
Status of Corporate Proposals

On 8 March 2001, the shareholders of Public Bank Berhad (“PBB”) approved the following proposals:

(i) The merger of the banking businesses of PBB and Hock Hua Bank Berhad (“HHB”) by way of a scheme of arrangement and amalgamation of HHB pursuant to section 176 of the Companies Act, 1965 and Section 50 of the Banking and Financial Institutions Act, 1989 whereupon the banking business of HHB shall be transferred to PBB and PBB shall acquire the entire issued and paid-up share capital of HHB comprising 125,377,000 ordinary shares of RM1.00 each in HHB (“HHB Shares”) from the shareholders of HHB for a total consideration of approximately RM1,249.0 million to be satisfied via the issuance of up to 426,281,800 new ordinary shares of RM0.50 each in PBB to be listed and quoted as “Local” on the Main Board of the Kuala Lumpur Stock Exchange (“PBB Local Shares”) at an issue price of RM2.93 per share based on the exchange ratio of 3.4 new PBB Local Shares for every one (1) HHB Share held (“PBB/HHB Merger”); and

(ii) The bonus issue by PBB of up to 848,171,335 new ordinary shares of RM0.50 each in PBB (“PBB Shares”) to be credited as fully paid-up on the basis of three (3) new PBB Shares for every ten (10) existing PBB Shares held after the PBB/HHB Merger (“PBB Bonus Issue”).

The approvals of the Minister of Finance, Bank Negara Malaysia, the Securities Commission, the Kuala Lumpur Stock Exchange, the Foreign Investment Committee, the shareholders of HHB and the sanction of the High Court of Malaya pursuant to Section 50 of the Banking and Financial Institutions Act, 1989 had been obtained.

The PBB/HHB Merger was implemented on 31 March 2001 and the PBB Bonus Issue was completed on 23 April 2001.

10.
Seasonality and cyclicality of operations
The Group and the Bank do not experience any seasonality and cyclicality of operations.

11.
Issuance and Repayments
During the financial period, the issued and paid-up share capital of the Bank was increased from 2,390,119,734 ordinary shares of RM0.50 each to 3,665,644,472 ordinary shares of RM0.50 each by the issue of:

(i) 3,325,000 new ordinary shares of RM0.50 each pursuant to the exercise of options granted under the Public Bank Berhad Employees’ Share Option Scheme at an option price of RM1.66 per share;

(ii) 426,281,784 new ordinary shares of RM0.50 each at an issue price of RM2.93 per share pursuant to the implementation of the PBB/HHB Merger as described in explanatory note 9 of this half year financial statement; and

(iii) 845,917,954 new ordinary shares of RM0.50 each pursuant to the PBB Bonus Issue as described in note 9 of this half year financial statement.

There was no repayment of debt and equity shares, share buy-back or share cancellation.  There was no share buy-back of shares held as treasury shares or resale of treasury shares during the financial half year ended 30 June 2001.

12.
Deposits and Placement of Customers and Financial Institutions



The Group

The Bank



30/06/01

RM’000

31/12/00

RM’000

30/06/01

RM’000

31/12/00

RM’000

Deposits from customers

-
Fixed deposits and

negotiable instruments of 
deposits









One year or less

More than one year

26,829,448

406,117

24,299,378

367,858

18,089,743

525,600

15,101,530

453,413

-
Savings deposits

· Demand deposits

· Others

5,862,114

4,281,119

363,281

5,018,941

3,836,454

354,181

4,895,703

4,326,770

324,927

4,125,064

3,892,320

306,006



37,742,079

33,876,812

28,162,743

23,878,333

Deposits and placements of

banks and other financial

institutions










One year or less

More than one year

2,143,135

-

2,956,814

-

2,611,229

-

3,559,920

-



2,143,135

2,956,814

2,611,229

3,559,920



39,885,214

36,833,626

30,773,972

27,438,253

13.
Commitments and Contingencies
In the normal course of business, the Group and the Bank make various commitments and incur certain contingent liabilities with legal recourse to their customers.  No material losses are anticipated as a result of these transactions.


Risk weighted exposures of :-

THE GROUP



As at

30 June 2001

As at

31 December 2000



Principal

Amount

RM’000

Credit

Equivalent

Amount*

RM’000

Principal

Amount

RM’000

Credit

Equivalent

Amount*

RM’000

Direct credit substitutes

1,276,324

1,276,324

1,483,434

1,483,434

Transaction-related

contingent items

427,384

213,692

323,531

161,766

Short term self-liquidating

trade-related contingencies

434,964

86,993

304,661

60,932

Loans sold directly

and indirectly to Cagamas

with recourse

893,866

893,866

993,093

993,093

Obligations under

underwriting agreements

20,000

10,000

36,000

18,000

Forward asset purchased

109,387

109,387

-

-

Irrevocable commitments

to extend credit :-









- maturity more than one

year

1,793,424

896,712

1,997,601

998,801

- maturity less than one year

5,612,500

-

4,108,666

-

Forward placements

145,684

-

19,000

-

Forward exchange and interest rate related contracts 

1,614,096

19,334

1,484,222

21,972

Others

2,111

2,111

4,741

4,741



12,329,740

3,508,419

10,754,949

3,742,739

*
The credit equivalent amount is arrived at using the credit conversion factors as specified by Bank Negara Malaysia.

13.
Commitments and Contingencies (continued)

THE BANK



As at

30 June 2001

As at

31 December 2000



Principal

Amount

RM’000

Credit

Equivalent

Amount*

RM’000

Principal

Amount

RM’000

Credit

Equivalent

Amount*

RM’000

Direct credit substitutes

783,138

783,138

1,160,240

1,160,240

Transaction-related

contingent items

424,948

212,474

321,760

160,880

Short term self-liquidating

trade-related contingencies

384,302

76,860

257,313

51,463

Loans sold directly

and indirectly to Cagamas

with recourse

134,363

134,363

109,167

109,167

Obligations under

underwriting agreements

20,000

10,000

33,000

16,500

Forward asset purchased

109,387

109,387

-

-

Irrevocable commitments to extend credit :-









- maturity more than one year

1,065,414

532,707

1,002,136

501,068

- maturity less than one year

5,361,075

-

4,010,298

-

Forward exchange and interest rate related contracts

1,560,896

19,107

1,484,222

21,972



9,843,523

1,878,036

8,378,136

2,021,290

*
The credit equivalent amount is arrived at using the credit conversion factors as specified by Bank Negara Malaysia.

14.
Off-Balance Sheet Instruments
Details of financial instruments with off-balance sheet risk as at 30 June 2001 :-

Values of contracts classified by remaining period to maturity / next repricing date (whichever is earlier).

THE GROUP

Items
Principal

Amount

RM’000
1 month

or less

RM’000
>1 – 3

months

RM’000
> 3 - 6

months

RM’000
> 6 – 12

months

RM’000
1 – 5 years

RM’000
> 5 

years

RM’000

Forward exchange contracts








- forward
410,328
148,223
156,490
94,026
11,589
-
-

- futures
-
-
-
-
-
-
-

- swaps
998,568
192,873
333,811
471,884
-
-
-

- options
-
-
-
-
-
-
-

Sub total
1,408,896
341,096
490,301
565,910
11,589
-
-

Interest rate related contracts








- swaps
205,200
-
-
34,200
-
38,000
133,000

Total
1,614,096
341,096
490,301
600,110
11,589
38,000
133,000


THE BANK

Items
Principal

Amount

RM’000
1 month

or less

RM’000
>1 – 3

months

RM’000
> 3 - 6

months

RM’000
> 6 – 12

months

RM’000
1 – 5 years

RM’000
> 5 

years

RM’000

Forward exchange contracts








- forward
410,328
148,223
156,490
94,026
11,589
-
-

- futures
-
-
-
-
-
-
-

- swaps
998,568
192,873
333,811
471,884
-
-
-

- options
-
-
-
-
-
-
-

Sub total
1,408,896
341,096
490,301
565,910
11,589
-
-

Interest rate related contracts








- swaps
152,000
-
-
-
-
38,000
114,000

Total
1,560,896
341,096
490,301
565,910
11,589
38,000
114,000

The Group and the Bank do not have any transactions in respect of equity and commodity related contracts.  Foreign exchange, interest rate, equity and commodity related contracts are subject to market 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 30 June 2001, the amount of contracts which were not hedged in the Group and in the Bank and, hence, exposed to market risk was RM84,059,000 (31 December 2000 – RM56,466,000) and RM84,059,000 (31 December 2000 – RM56,466,000) respectively.


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 30 June 2001, the amounts of credit risk in the Group and in the Bank, measured in terms of the cost to replace the profitable contracts, were RM1,717,000 (31 December 2000 – RM4,804,000) and RM1,717,000 (31 December 2000 – RM4,804,000) respectively.  This amount will increase or decrease over the life of the contracts, mainly as a function of maturity dates and market rates or prices.


Related Accounting Policies

Forward exchange contracts
Outstanding forward exchange contracts at the balance sheet date are valued based on the applicable spot rates ruling at that date adjusted for the applicable premium or discount to maturity.   Gains or losses are recognised in the year they arise.

15.
Material Litigation
The Bank and the Group do not have any material litigation which would materially and adversely affect the financial position of the Bank and the Group.

16a.
Group’s Segmental Reporting on Operating Revenue, Profit and Assets

2nd Quarter ended

30 June 2001
Half Year ended

30 June 2001


Operating

Revenue

RM’000
Profit Before Tax

RM’000
Operating

Revenue

RM’000
Profit

Before Tax

RM’000
Total Assets

RM’000

Banking
563,494
135,530
1,092,140
296,342
40,238,159

Financing
401,847
162,272
817,562
327,610
14,287,998

Shares broking and fund management
27,862
9,811
52,318
15,882
485,570

Other financial services
16,894
3,363
24,743
7,060
1,205,327


1,010,097
310,976
1,986,763
646,894
56,217,054

Consolidation adjustments
(58,738)
(18,653)
(126,282)
(19,382)
(7,402,642)


951,359
292,323
1,860,481
627,512
48,814,412








16a.
Group’s Segmental Reporting on Operating Revenue, Profit and Assets (Continued)


2nd Quarter ended

30 June 2000
Half Year ended

30 June 2000


Operating

Revenue

RM’000
Profit Before Tax

RM’000
Operating

Revenue

RM’000
Profit Before Tax

RM’000
Total Assets

RM’000








Banking
487,285
184,933
977,612
294,509
34,486,772

Financing
375,479
135,552
760,897
264,818
13,746,958

Shares broking and fund management
44,277
12,444
95,931
35,489
717,186

Other financial services
3,138
3,522
3,432
3,635
219,571


910,179
336,451
1,837,872
598,451
49,170,487

Consolidation adjustments
(61,955)
3,299
(125,495)
2,560
(6,346,871)


848,224
339,750
1,712,377
601,011
42,823,616








By Geographical Location
2nd Quarter ended

30 June 2001
Half Year ended

30 June 2001


Operating

Revenue

RM’000
Profit Before Tax

RM’000
Operating

Revenue

RM’000
Profit Before Tax

RM’000
Total Assets

RM’000

Malaysia
858,955
239,145
1,681,107
493,634
53,395,582

Overseas
151,142
71,831
305,656
153,260
2,821,472


1,010,097
310,976
1,986,763
646,894
56,217,054

Consolidation adjustments
(58,738)
(18,653)
(126,282)
(19,382)
(7,402,642)


951,359
292,323
1,860,481
627,512
48,814,412








By Geographical Location
2nd Quarter ended

30 June 2000
Half Year ended

30 June 2000


Operating

Revenue

RM’000
Profit Before Tax

RM’000
Operating

Revenue

RM’000
Profit Before Tax

RM’000
Total Assets

RM’000

Malaysia
764,647
270,974
1,547,889
472,067
46,254,030

Overseas
145,532
65,477
289,983
126,384
2,916,457


910,179
336,451
1,837,872
598,451
49,170,487

Consolidation adjustments
(61,955)
3,299
(125,495)
2,560
(6,346,871)


848,224
339,750
1,712,377
601,011
42,823,616








The Group has operations in Hong Kong SAR, Sri Lanka, Socialist Republic of Vietnam, Cambodia, the People’s Democratic Republic of Laos and Myanmar.

16b.
Segmental Reporting on Gross Loans, Advances and Financing Analysed by their Economic Purposes


The Group

The Bank



31/06/01

RM’000

31/12/00

RM’000

31/06/01

RM’000

31/12/00

RM’000

Agriculture

379,042

268,446

304,604

192,915

Mining and quarrying

23,517

15,211

13,312

4,931

Manufacturing

2,016,473

1,698,235

1,656,391

1,352,053

Electricity, gas and water

285,995

311,713

285,995

301,686

Construction

1,918,202

1,461,540

1,397,612

948,820

Real estate

1,180,785

1,000,907

1,095,030

912,738

Purchase of landed property

8,327,728

6,788,327

6,457,293

4,976,630

 (of which: - residential

- non-residential)

6,107,865

2,219,863

5,289,708

1,498,619

4,362,019

2,095,274

3,600,200

1,376,430

General commerce

3,837,116

2,978,368

2,718,986

1,975,280

Transport, storage and 

communication

1,262,923

990,954

1,062,011

801,142

Finance, insurance and

business services

2,049,228

1,441,872

1,886,245

1,308,316

Purchase of securities

859,131

717,961

682,098

492,930

Purchase of transport

vehicles

4,693,788

4,452,629

193,138

220,777

Consumption credit

2,865,522

2,444,669

1,476,034

1,028,057

Others

1,188,474

1,201,341

753,591

743,133

Total

30,887,924

25,772,173

19,982,340

15,259,408

Loans sold to Cagamas with recourse

(893,866)

(993,093)

(134,363)

(109,167)











Total

29,994,058

24,779,080

19,847,977

15,150,241

Non-performing loans



The Group

The Bank



31/06/01

RM’000

31/12/00

RM’000

31/06/01

RM’000

31/12/00

RM’000

Opening balance

1,417,214

1,475,960

633,577

678,374

Exchange differences 

(324)

(879)

(320)

(323)

Non-performing during the period/year

1,018,077

670,467

733,981

296,207

Amount sold to Danaharta

-

(16,269)

-

(16,269)

Amount recovered

(206,033)

(418,438)

(136,215)

(277,250)

Amount written-off

(239,049)

(308,827)

(92,294)

(62,362)

Amount vested over

388,807

15,200

388,807

15,200

Closing balance

2,378,692

1,417,214

1,527,536

633,577

Total net non-performing loans (and financing)

1,323,073

515,940

958,580

195,521

(as % of total loans)

4.44

2.07

4.94

1.32

16b.
Segmental Reporting on Gross Loans, Advances and Financing Analysed by their Economic Purposes (continued)


Loan Loss Provision
Movements in the provision for bad and doubtful debts (and financing) and interest-in-suspense (income-in-suspense) accounts are as follows :-



The Group

The Bank



31/06/01

RM’000

31/12/00

RM’000

31/06/01

RM’000

31/12/00

RM’000

General Provision

Opening balance

477,180

435,872

238,264

207,950

Exchange differences 

29

(390)

30

(45)

Provision made during the period/year

8,187

34,546

616

25,799

Amount vested over 

71,705

7,152

71,705

4,560

Closing balance

557,101

477,180

310,615

238,264

Specific Provision









Opening balance

650,824

770,399

307,049

384,076

Exchange differences

(72)

(462)

(70)

(196)

Provision made during the period/year

185,581

272,990

33,779

58,124

Amount sold to Danaharta

-

(1,492)

-

(1,492)

Amount transferred to provision for diminution in value of investments

(1,121)

(15,845)

(1,121)

(15,845)

Amount written back in respect of recoveries

(38,950)

(136,068)

(23,810)

(95,415)

Amount written off

(191,092)

(244,226)

(71,219)

(27,731)

Amount vested over 

85,730

5,528

85,730

5,528

Closing balance

690,900

650,824

330,338

307,049

Interest-in-suspense





Opening balance

250,450

193,222

131,007

101,115

Exchange differences

(54)

(51)

(51)

(49)

Interest suspended during the period/year

94,520

153,678

56,333

81,877

Amount sold to Danaharta

-

(876)

-

(876)

Amount written back in respect of recoveries

(24,777)

(52,212)

(18,664)

(36,802)

Amount written-off

(41,853)

(45,344)

(16,440)

(16,291)

Amount vested over 

86,433

2,033

86,433

2,033

Closing balance

364,719

250,450

238,618

131,007

The amount vested over represents the balances vested over from Hock Hua Bank Berhad following the completion of the PBB/HHB Merger on 31 March 2001 as described in explanatory note 9 of this half year financial statement.  The amount vested over for the financial year ended 31 December 2000 represents the balances vested over from Advance Finance Berhad (“AFB”) following the acquisition of the finance company business of AFB on 31 December 2000.

17.
Changes in Profit for the Quarter
For the current quarter, the Group achieved a profit before taxation of RM292.3 million as compared to the last preceding quarter of RM335.2 million. This decline was primarily contributed by the higher loan loss provision of RM35.6 million.

18.
Review of Results
For the current financial half year ended 30 June 2001, the Group achieved a higher profit before taxation of RM627.5 million, representing an increase in profitability of 4.4% or RM26.5 million over the previous corresponding period. The increase was attributable to the higher business volume achieved as a result of the merger of the banking business of Hock Hua Bank Berhad which was completed on 31 March 2001 and the higher profits from the sale of investment securities.

The Group profit before taxation of RM292.3 million achieved in the current quarter was lower than that of the preceding corresponding quarter of RM339.8 million as a result of the higher loan loss provision which more than offset the higher operating profit achieved, following the merger of the banking business of Hock Hua Bank Berhad.

19.
Prospects for 2001
Barring any unforeseen circumstances, the Public Bank Group expects its performance to sustain for the rest of the financial year.

20.
Variance of actual profit from forecast profit and shortfall in profit guarantee
There was no profit forecast or profit guarantee issued by the Bank and the Group.

21.
Dividend
No dividend has been proposed or declared as at this date.

22.
Capital Adequacy
The earnings for the six months ended 30 June 2001 for the Group and the Bank of RM350.9 million and RM219.2 million respectively have been included in the capital base used in the computation of the Group and the Bank’s Capital Adequacy Ratio.  These earnings had been subjected to a limited review by our external auditors in accordance with Technical Bulletin 4 issued by the Malaysian Association of Certified Public Accountant.
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