PRESS RELEASE BY

TAN SRI DATO’ SRI DR. TEH HONG PIOW, CHAIRMAN OF PUBLIC BANK
PUBLIC BANK IMPRESSES WITH RM683 MILLION PROFIT IN FIRST HALF 2003
I have pleasure in announcing that the Public Bank Group’s profit before taxation for the six months ended 30 June 2003 was RM683 million, a 7% improvement compared with the same period in 2002 whilst the Group’s net profit attributable to shareholders registered a 13% increase to RM427 million. This strong performance was mainly due to higher net interest income and income from Islamic banking operations as a result of continued healthy loans growth. The strong performance was achieved notwithstanding the uncertain recovery across the Asian economies, the impact of the Iraq war, the outbreak of SARS, and continued pressure on interest margins. Domestic operations continued to perform strongly, with profit attributable to shareholders registering a 16% growth. 

Highlights of Public Bank Group’s performance for the first half of 2003 include:

Ÿ Earnings per share improved by 11% to 9.1 sen from 8.2 sen in 2002.

Ÿ Loans and advances to customers grew by 8% during the first six months of 2003. This strong growth in loans was achieved through a competitive range of products, focused marketing efforts and an efficient delivery system. The Group’s lending activities continued to be focused on meeting the business needs of small- and medium-sized enterprises, residential mortgages and new passenger vehicle Hire Purchase financing, which together accounted for 81% of total new loans approved in the first half of 2003.

Ÿ Net non-performing loans ratio improved to 2.2% from 2.4% and 3.8% as at end of 2002 and 2001 respectively, considerably lower than the banking system’s ratio of 6.8%. This low non-performing loans ratio of the Group was the result of consistent prudent lending policies and practices which is complemented by strong credit management and recovery processes. Provision coverage for non-performing loans, taking into account collateral for these loans, was 138%.

Ÿ Profit before tax for the commercial bank, Public Bank, excluding dividends from subsidiaries, was RM343 million, up 18% or RM52 million from the same period in 2002. This came from higher net interest income due to strong growth in loans and higher fee and investment income.

Ÿ Pre-tax profit of Public Finance improved by 4% to RM211.1 million on the back of strong loans growth of 13%.

Ÿ Amidst an environment of rising levels of unemployment and continued high levels of personal bankruptcies in Hong Kong, the Group’s Hong Kong finance company subsidiary, JCG Finance Company Ltd, achieved a lower profit before taxation of RM46.6 million (HKD95.7 million) due to lower net interest income as a result of a lower loan base, higher cost of funds and continued high allowances for loan losses.

Ÿ Public Mutual recorded a pre-tax profit of RM22.6 million, an increase of 14%, due mainly to an increase in management fees earned. The net asset value of unit trust funds under Public Mutual’s management expanded by RM1.5 billion or 26% during the first half of 2003 to RM7.3 billion as at 30 June 2003. Public Mutual now manages 28% of the total funds of the private sector unit trust industry, and remains as the largest private unit trust manager in Malaysia.

Ÿ The offshore operations of Public Bank (L) Ltd achieved a 31% growth in profit before taxation to RM12.0 million whilst Public Merchant Bank continued to perform well, registering a pre-tax profit of RM8.1 million for the first half of 2003, an increase of 34% compared with the corresponding period in 2002.

Ÿ The Group’s capital is the second largest amongst banking groups in Malaysia, standing at RM7.9 billion. Public Bank Group’s risk-weighted capital ratio of 20.0% was significantly above the minimum requirement of 8%, and that of the banking industry’s average of 13.1% whilst the risk-weighted capital ratio of the commercial bank, Public Bank, stood at 14.9% compared to the average of 13.0% for the commercial banking sector.

The privatisation of Public Finance initiated by Public Bank in 2002 has been completed. On 13 June 2003 all Public Finance shares not already owned by Public Bank had been exchanged for shares in Public Bank. Public Bank’s 1 for 4 bonus issue, which was conditional upon the privatisation of Public Finance, was completed on 16 July 2003. The rationalisation of the branches of Public Bank and Public Finance in preparation of the eventual merger of the finance company business of Public Finance with the commercial banking business of Public Bank, as well as the training of staff, have already commenced and are progressing well. Most of the Head Office support and administrative functions of the two entities have already been combined. Todate, 46 Public Finance branches have been merged with Public Bank branches, while another 10 Public Finance branches were converted into Public Bank branches. The rationalisation of the branch networks of Public Bank and Public Finance is expected to be completed by the end of 2003.

In its continuous pursuit of customer service excellence, the Public Bank Group benchmarks its processes to international standards and had achieved bank-wide ISO 9001:2000 certification for the “Provision of Customer Service at the Front Office” in 2001 and ISO 9001:2000 certification for the “Provision of Customer Service in Loan Delivery” for Head Office and three branches in 2002. SIRIM auditors have recently successfully completed the ISO audit of other Public Bank branches and now the Bank is awaiting ISO 9001:2000 certification for the “Provision of Customer Service in Loan Delivery”, covering all types of loans and advances including credit cards, for its entire branch network nationwide.

The banking sector is expected to remain competitive for the second half 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 domestic banking groups and foreign controlled domestic banks in the lending business. However, current positive economic indicators would suggest more business growth for the banking industry in the second half of 2003. Barring unforeseen circumstances, the Public Bank Group is expected to record a satisfactory performance for 2003.
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