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PUBLIC BANK ACHIEVES RM964 MILLION PROFIT AND 16% LOANS GROWTH FOR FIRST THREE QUARTERS OF 2002 

I am pleased to announce that the Public Bank Group achieved a profit before taxation of RM964 million for the nine months ended 30 September 2002 compared to RM928 million recorded for the same period in 2001.  The improvement in the Group’s profit resulted from strong loans growth and enhanced asset quality. 

The Public Bank Group registered a growth in loans of 16% for the nine month period.  This growth rate surpassed the 7% loans growth rate achieved for the same period in 2001, and was well above the 4% increase achieved by the banking industry for the first three quarters of 2002. Islamic banking loans for the Group expanded by 88% for the nine months to 30 September 2002. 

In line with the government’s focus on strengthening domestic orientated industries, the Public Bank Group channelled RM2.2 billion of new loans to local small- and medium-size enterprises (SMEs) in the first nine months of 2002. This amount was 47% higher than the amount of new loans approved for SMEs during the same period in 2001, which totalled RM1.5 billion. The Group also maintained its focus on lending to the residential mortgage market and for motor vehicle financing. 

The Public Bank Group’s asset quality improved on the back of significant loan recoveries. The Group recorded a decline in the amount of non-performing loans by RM266 million during the first nine months of 2002. Consequently, the net non-performing loans ratio of the Group improved from 3.8% as at December 2001 to 2.9% as at 30 September 2002, which is considerably lower than the banking system’s net non-performing loans ratio of 7.7% in September 2002. At the Bank level, the net non-performing loans ratio improved to 3.2% from 4.2% recorded nine months earlier. The Bank’s asset quality also compared favourably with the commercial banking industry which reported a net non-performing loans ratio of 7.1% as at September 2002. Provision coverage for the Bank’s non-performing loans, taking account of the value of collateral for these loans, was 128%.

Domestic operations contributed 88% or RM851 million to the Public Bank Group’s profit before taxation, representing a significant 19% growth compared to the same period in 2001. More than 70% of the Group’s operating revenue and profit before taxation were derived from retail operations. The increase in the Group’s net Islamic banking income by 73% to RM145 million was mainly the result of growth in Islamic financing by 88% and growth in Islamic deposits by 49%.

Public Bank, the commercial bank, turned in a pre-tax profit of RM550 million, an increase of 33% or RM137 million over the previous corresponding period. The Bank’s net interest income and net income from Islamic banking operations rose by 13% or RM89 million on the back of a healthy rate of loans growth and increase in demand and savings deposits which translated into lower funding costs.  The improved profit was also due to lower loan provisioning levels as a result of better asset quality and higher loan recoveries. 

Public Finance’s pre-tax profit rose by 10% or RM28 million to RM305 million during the nine-month period. The improved performance was attributed to strong loans growth, in particular Islamic hire purchase financing, and a decline in the charge for loan losses as a result of higher recovery of bad debts. 

Public Mutual posted a 19% rise in pre-tax profit to RM30.4 million. This resulted from an increase in management fees earned from higher net asset value of unit trust funds under management, which expanded to RM5.5 billion as at 30 September 2002 from RM5.0 billion as at the end of 2001.

PB Securities registered an improved profit before taxation of RM10.4 million in the nine months to 30 September 2002. This was significantly higher than the pre-tax profit of RM2.3 million recorded for the corresponding period in the previous year.  

Public Merchant Bank achieved a pre-tax profit of RM10.5 million for the first three quarters of 2002, compared to RM6.4 million in the same period in 2001.

The Public Bank Group’s overall performance was moderated by lower contribution from its overseas operations as higher loan loss provisions were made for the Group’s operations in Hong Kong in response to increasing personal bankruptcies. This accounted for the decline in pre-tax profit from the Group’s overseas operations by 47% to RM114 million. 

Public Bank’s capital position remained strong. The Group’s shareholders’ funds, which stood at RM6.6 billion as at 30 September 2002, is the second largest amongst banking groups in Malaysia. The Bank’s risk-weighted capital ratio of 15.3% at the end of September 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 19.4% and risk-weighted capital ratio of 21.3% as at the end of September 2002.

On 6 November 2002, Public Bank announced the proposals for the privatisation of Public Finance, its 65.76% subsidiary. The privatisation of Public Finance will result in Public Finance becoming a wholly-owned subsidiary, and is a prelude to the eventual merger of the commercial banking and finance company businesses of Public Bank and Public Finance, to be operated under a single entity when the licensing requirements and laws regulating the operations of banking institutions are amended to allow this.

The eventual merger of the commercial banking and finance company businesses of the Public Bank Group under a single entity will see the Public Bank Group moving a further step forward in building capacity and scale of operations to improve the efficiency and effectiveness of the Group to compete in a more liberalised environment. The merger of the commercial banking and finance company businesses will provide more convenience to customers of the Public Bank Group. The Group’s Interserve Banking Services presently allow customers of Public Bank and Public Finance access to certain services or transactions at any of the Group’s branches. The merger of the commercial banking and finance company businesses will provide a full range of services and transactions within one merged entity.

The impact on staff is expected to be minimal as staff are being retrained and reskilled to meet the changing needs of the Public Bank Group. In an increasingly competitive banking environment, the Group has been implementing various initiatives, particularly in the areas of sales and marketing and service delivery, to maintain the Group’s competitive edge and excess staff will be redeployed to meet the needs of such initiatives.

The privatisation of Public Finance will contribute positively to the Public Bank Group going forward.

The Public Bank Group will continue to focus on its core operations, maintain its prudent management of assets and its high customer service standards. Barring any unforeseen circumstances, the Public Bank Group expects to sustain its improved financial performance for the fourth quarter of 2002.
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