PRESS RELEASE BY

TAN SRI DATO’ DR. TEH HONG PIOW, CHAIRMAN OF PUBLIC BANK
PUBLIC BANK ACHIEVES RM650 MILLION PROFIT IN FIRST HALF 
I am pleased to announce that the Public Bank Group achieved a profit before taxation of RM650.4 million for the six months ended 30 June 2002 compared to RM627.5 million for the first half of 2001.  Group net profit rose 11% from RM350.9 million to RM390.9 million. Since the end of 2001, the total assets of the Public Bank Group grew by 8% to RM57.3 billion as at 30 June 2002.  The domestic operations of the Public Bank Group continued to perform well.

Profit before taxation of Public Bank, the commercial bank, rose 29% to RM381.3 million for the first half of 2002 compared to RM295.2 million for the corresponding period in 2001.  This was attributed to the growth in loans of 4%, increase in both demand and savings deposits by 12% in the first half of 2002 which translated into lower cost funds, as well as higher dividend income from subsidiaries. Public Bank’s enlarged operations arising from the merger with the former Hock Hua Bank at the end of March 2001 also contributed to higher operating income.  The increase in net interest income was partially offset by a higher charge for general provision for loan loss, in tandem with the increase in the loan base.

Public Finance’s pre-tax profit improved by 10% to RM202.6 million on the back of strong loans growth of 17% during the six- month period and a lower charge for loan losses, which fell by 85% due to improved asset quality and recoveries.

Amidst an environment of rising personal bankruptcies in Hong Kong, the Group’s Hong Kong finance company subsidiary, JCG Finance Company, Limited achieved a profit before taxation of RM59.0 million (HKD121.0 million).  The 52% decline in profit was due to the doubling of bad debt provision from HKD112.0 million in the first half of 2001 to HKD228.6 million for the six- month period ended 30 June 2002. On a quarter to quarter comparison, the charge for bad debts for the second quarter of 2002 increased by HKD0.3 million compared to the first quarter of 2002.

Public Mutual recorded a 26% rise in pre-tax profit to RM19.9 million.  This resulted from an increase in management fees earned from higher net asset value of portfolio stocks, which expanded to RM5.8 billion as at 30 June 2002 from RM5.0 billion at the end of 2001.

The Group’s offshore bank, Public Bank (L) Ltd achieved a profit before taxation of RM9.1 million, a significant turnaround from a pre-tax loss of RM11.4 million in the previous corresponding period.

Public Merchant Bank continued to perform satisfactorily, registering a pre-tax profit of RM6.0 million for the first six months of 2002, compared to RM3.8 million for the same period in 2001.  

Public Bank’s and Public Finance’s strong loans growth of 4% and 17% respectively during the first half of 2002 had been achieved due to a combination of factors such as competitive loan products, proactive marketing strategies, prompt loan approval turnaround time and the mobilisation of the Group’s extensive branch network to tap the retail market.  The Group was successful in targeting the business needs of small- and medium-scale enterprises, the residential mortgage market and the new car financing business, which in aggregate accounted for 78% of the total new loans approved of RM7.6 billion during the first six months of 2002.  The Group’s Islamic financing surged by 54% to RM2.7 billion resulting in a 51% increase in net Islamic banking income to RM88.0 million. 

The Group’s asset quality continued to improve. At the end of June 2002, the net non-performing loans ratio of the Group stood at 3.3%, an improvement from the net non-performing loans ratio of 3.8% as at December 2001 and considerably lower than the banking system’s net non-performing loans ratio of 8.1% in June 2002. At the Bank level, the net non-performing loan ratio improved to 3.8% from 4.2% recorded six months earlier.  The Bank’s asset quality also compared favourably with the commercial banking industry which reported a net non-performing loans ratio of 7.6% as at 30 June 2002.  Provision coverage for the Bank’s non-performing loans was 123% taking into account of the collateral for these non-performing loans.

Public Bank’s capital position remained strong. The Group’s shareholders’ funds, which stood at RM6.4 billion as at 30 June 2002, is the second largest amongst banking groups in Malaysia.  The Bank’s risk-weighted capital ratio of 16.1% at the end of June 2002 was significantly above the minimum requirement of 8%.  The Bank’s capital position was further enhanced by the strong capital of its major subsidiaries, as evidenced by the Group’s core capital ratio of 20.3% and risk-weighted capital ratio of 22.2% as at end of June 2002. 

The outlook for Malaysia’s economic growth which continues to be positive for the rest of 2002, augurs well for the financial services sector.  However, keener competition and continued pressure on interest margins in the banking industry are expected to persist. Barring unforeseen circumstances, the Public Bank Group expects to sustain its improved financial performance for the second half of 2002.
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