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PUBLIC BANK ACHIEVES RM336 MILLION PROFIT IN FIRST QUARTER 2003





I am pleased to announce that the Public Bank Group achieved a profit before taxation of RM336 million for the three months ended 31 March 2003 compared to RM330 million for the first quarter of 2002. The domestic operations of the Public Bank Group continued to perform well, contributing to 90% of Group profit before taxation.  Group operating profit registered a 10% increase to RM436 million from RM397 million in the same period of last year. The increase was primarily from higher net interest income and income from Islamic banking operations as a result of continuing healthy loans growth achieved in the current period and in 2002. Profit attributable to shareholders improved by 7% to RM202 million. Earnings per share also improved by 7% to 4.4 sen for the first quarter 2003 compared to the corresponding period in 2002.





Public Bank Group achieved continuing strong loans growth of 3.3% in the first three months of 2003 to RM40.4 billion as at 31 March 2003. This strong growth was achieved through 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 continued to successfully target the business needs of small-and medium-sized enterprises, the residential mortgage market and the new car financing business, which in aggregate accounted for 83% of the total new loans approved of RM3.7 billion during the first quarter of 2003.





The Public Bank Group’s net non-performing loans ratio continued to improve to 2.3% at the end of March 2003, from 2.4% and 3.8% as at the end of 2002 and 2001 respectively. The Group’s net non-performing loans ratio was considerably lower than the banking system’s ratio of 7.0% in March 2003. At the Bank level, the net non-performing loans ratio improved to 2.3% from 2.4% recorded three months earlier and 4.2% at the end of 2001. The Bank’s asset quality also compared favourably with the commercial banking industry which reported a net non-performing loans ratio of 6.6% as at 31 March 2003. 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 138% and 136% respectively.





Public Bank’s capital position remained strong as at 31 March 2003 with Group shareholders’ funds standing at RM7.0 billion, which is the second largest amongst banking groups in Malaysia. The Bank’s risk-weighted capital ratio of 15.0% at the end of March 2003 was significantly above the minimum requirement of 8%, and that of the commercial banking industry average of 13.0%. The Bank’s capital position was further enhanced by the strong capital of its major subsidiaries, as evidenced by the Group’s risk-weighted capital ratio of 20.6% as at 31 March 2003.





The privatisation of Public Finance which was initiated by Public Bank in 2002 has progressed smoothly. All regulatory approvals have been obtained from the authorities. The shareholders of Public Finance and Public Bank had, on 11 April 2003 and 18 April 2003 respectively approved the scheme of arrangement to put into effect the privatisation of Public Finance. In addition, the shareholders of Public Bank had approved a 1 for 4 bonus issue. The rationalisation of both Public Bank and Public Finance branches and operations, as well as the training of staff have already commenced and are progressing well. Several Head Office support and administrative functions of the two entities have already been combined. Todate, 21 Public Finance branches have been merged with Public Bank branches, while another 13 Public Finance branches will be converted into Public Bank branches soon.





In the Public Bank Group’s continuous pursuit of customer service excellence, Public Bank is extending further the customer service delivery standards for ISO certification. In addition to the bank-wide ISO 9001:2000 certification for “Provision of Customer Service at the Front Office”, Public Bank is now pursuing ISO 9001:2000 certification of its loan delivery processes in order to benchmark Public Bank’s processes covering loan processing, approval, disbursement and documentation to international standards. In 2002, Public Bank achieved ISO 9001:2000 certification for “Provision of Customer Service in Loan Delivery” for Head Office and three branches. This certification covered all types of loans and advances including credit cards. Public Bank expects to extend this ISO 9001:2000 certification for loan delivery to its entire branch network nationwide by the end of 2003.





The banking sector is expected to remain competitive for the rest of 2003 with lending interest margin continuing to be under pressure. The excess liquidity in the banking system and the ongoing disintermediation of bank lending by the capital market further increases the competition amongst the banking groups in the lending business. Barring unforeseen circumstances, the Public Bank Group is expected to continue to record satisfactory performance for 2003.
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