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PUBLIC BANK ACHIEVES ANOTHER RECORD PROFIT 

OF RM1.28 BILLION AND 21% LOANS GROWTH FOR 2002 

I am pleased to announce that the Public Bank Group performed well and achieved another record profit before taxation of RM1,281 million for the year 2002 compared to RM1,251 million recorded in 2001. Domestic operations grew by 15% and accounted for 90% of the Group’s pre-tax profit. Despite the competitive Malaysian banking environment which resulted in a decline in lending yields, the Group’s net interest income increased by RM142 million or 7% to RM2,141 million as a result of continued strong growth in loans and advances. The higher pre-tax profit was also attributable to a more favourable funding-mix arising from the significant increase in lower cost demand and savings deposits, and improved asset quality of the Group’s domestic operations.

Public Bank continues to reward shareholders with  good dividend payments. Public Bank is proposing a final dividend of 18.0%, less 28% taxation. This represents a dividend yield of about 4% based on its current share price. The proposed total net dividend payout of RM300 million represents a 6% increase over the previous year and would be the highest dividend payment in the history of the Bank. As previously announced, as part of the Public Finance privatisation, Public Bank has proposed a 1 for 4 bonus issue. 

The Group’s gross loans grew by 21% or RM6.8 billion to RM39.0 billion as at 31 December 2002, with a significant proportion of new financing channeled to small- and medium-size enterprises (SMEs). In 2002, the Group approved a total of RM6.2 billion in new loans to SMEs. This amount was higher than the RM4.6 billion of new loans approved for SMEs in 2001. The 21% increase in loans in 2002 surpassed the 9% loans growth rate achieved by the Group in 2001. The Group’s loans growth rate was also well above the 5% growth recorded by the banking industry for 2002. Public Bank, the commercial bank, doubled its loans growth to 14% from 7% in 2001 while Public Finance registered a 43%  growth compared to 22% in the preceding year. In addition to SMEs, the Public Bank Group’s lending activities were directed at retail consumers primarily for the financing of motor vehicles and residential mortgages. The Group also continued to support the Government’s priority sector lending programmes and has surpassed all the targets set by Bank Negara in 2002. 

The Public Bank Group’s non-performing loans fell by RM452 million during 2002 and the net non-performing loans ratio of 2.4% at the end of 2002 was an improvement from the ratio of 3.8% at the end of 2001. The Group’s net non-performing loans ratio was also considerably lower than the banking industry average of 7.5% in December 2002. At the commercial bank level, Public Bank’s net non-performing loans ratio improved to 2.4% from the 4.2% recorded at the end of 2001. This compares favourably with the commercial banking industry’s net non-performing loans ratio of 6.9% as at at the end of 2002. Provision coverage for the Group’s and Public Bank’s non-performing loans, taking into account of the value of collateral for these loans, were 135% and 133% respectively. 

The Public Bank Group’s overall funding structure improved with the shift in deposit-mix towards lower cost current accounts and savings accounts. The Group’s savings deposits grew by 23% during 2002 whilst current account balances expanded by 35%. 

The Public Bank Group  has been actively developing and marketing new Islamic deposits and financing products, in line with the Government’s promotion of Islamic banking as a viable and expanding component of the banking system. In 2002, the Group’s net Islamic banking income rose 57% to RM209 million as a result of the strong growth in its Islamic financing and deposits balances. The Group’s Islamic financing surged by 115% compared to the industry’s growth rate of 49%, while the Group’s Islamic deposits increased by 60% which was about twice the rate of growth for the banking industry.   

Public Bank turned in a pre-tax profit of RM840 million, an increase of 51% or RM284 million over the previous year. The Bank’s net interest income rose by RM100 million or 11%, reflecting the healthy rate of loans growth and the strong increase in demand and savings deposits which together accounted for 57% of the total increase in customers’ deposits. The improved pre-tax profit was also due to higher dividend income from subsidiaries and lower provisioning levels as a result of improved asset quality.   

Public Finance posted a 6% increase in pre-tax profit to RM401 million from the year before. The improved performance was due to strong loans growth, in particular Islamic hire purchase financing, and a decline in the charge for loans losses as a result of higher recovery of bad debts.

Despite the weak stock market and further liberalisation of brokerage commission rates in 2002, the Group’s subsidiaries involved in stockbroking and fund management operations turned in better performances in 2002. Public Mutual recorded a 15% rise in profit before taxation to RM43.9 million, on the back of an increase in management fees as the net asset value of unit trust funds under management grew by 16% to RM5.8 billion at the end of 2002. PB Securities achieved a 65% increase in profit before taxation to RM12.4 million as a result of higher trading volumes by tapping the Public Bank Group’s large customer base and its extensive branch network.

Public Merchant Bank achieved a pre-tax profit of RM13.0 million in 2002 compared to RM9.3 million in the previous year.

The Public Bank Group’s overall performance was moderated by lower contribution from its overseas operations as higher allowance for bad debts were made for the Group’s operations in Hong Kong due to high levels of personal bankruptcies. This accounted for the decline in pre-tax profit from the Group’s overseas operations by 45% to RM146 million.

The Public Bank Group’s shareholders’ funds of RM6.8 billion remains the second highest amongst banking groups in Malaysia. Public Bank is also the second largest bank by market capitalisation.  The risk-weighted capital ratio of Public Bank stood at 15.6%, which is significantly above the minimum requirement of 8% and above the banking industry’s average risk-weighted capital ratio of 12.8% as at December 2002. The Bank’s capital position was further enhanced by the strong capital of its major subsidiaries resulting in the Group having a core capital ratio of 19.5% and a risk-weighted capital ratio of 21.2% at the end of 2002. With its strong capital, the Public Bank Group is well positioned to further expand its lending activities. 

The proposed privatisation of Public Finance is proceeding smoothly and is expected to be completed in the first half of 2003. The privatisation will result in Public Finance becoming a wholly-owned subsidiary of Public Bank, and is a prelude to the eventual merger of the finance company business of Public Finance with the commercial banking business of Public Bank, to be operated under a single entity. The merger of the commercial banking and finance company businesses of the Group further strengthens the Group’s quest to be the preferred one stop financial services provider, and will take place when the licencing requirements and laws regulating the operations of banking institutions are amended to permit this. Plans have already been initiated for  the alignment of branches and the training of staff to ensure that the merger integration will be smooth and seamless to customers of the Group.  The Public Bank Group’s ICT systems are well positioned for the merger.

The banking sector is expected to remain competitive in 2003 with net interest margins continuing to be under pressure due to the excess liquidity in the banking system and the ongoing disintermediation of bank lending in the capital market. The Public Bank Group will continue to focus on its core areas of operations and competencies, and improve on its efficiency whilst maintaining its prudent management of assets to achieve strong asset quality and a healthy balance sheet. The privatisation of Public Finance will enhance the efficiency and effectiveness of the Group to compete in the increasingly challenging environment. Barring any unforeseen circumstances, the Public Bank Group is expected to continue to record satisfactory performance for 2003.
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