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PUBLIC BANK ACHIEVES RM1.07 BILLION PROFIT FOR FIRST NINE MONTHS OF 2003
I am pleased to announce that the Public Bank Group achieved a profit before taxation of RM1.07 billion for the nine months ended 30 September 2003, a 13% improvement compared with the same period in 2002 on the back of a 15% increase in operating profit to RM1.37 billion. Quarterly pre-tax profits have been on a rising trend in 2003, with the third quarter of 2003 recording an 11% increase from the previous quarter to stand at RM383 million.

For the nine months ended 30 September 2003, the Group’s net profit attributable to shareholders registered a 21% increase to RM689 million compared to the first nine months of 2002. The improved profits were mainly due to higher net interest income and income from Islamic banking operations as a result of continued healthy loans growth.

Key performance indicators of the Public Bank Group for the first nine months of 2003 include:


Earnings per share improved by 16% to 11.5 sen from 9.9 sen in 2002.


Net return on equity improved to 13.3% on an annualised basis, compared to 12.6% in 2002.


Loans and advances to customers stood at RM45 billion, representing a growth rate of 16% during the first nine months of 2003, compared to 4% for the industry for the first eight months of 2003. The Group’s loans growth is expected to exceed 20% for 2003. The Group’s sustainable strong loans growth was achieved through a competitive range of products, focused marketing efforts and an efficient loans delivery system. 88% of the Group’s loans is channelled to finance the retail sector, in particular for the business needs of small- and medium-sized enterprises, and the purchase of residential properties and passenger vehicles.


Net non-performing loans ratio improved to 2.0% from 2.4% and 3.8% as at end of 2002 and 2001 respectively, considerably lower than the banking system’s ratio of 6.5%. The Group’s continued improvement in asset quality is 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 147%.


Return on total assets was higher at 2.3% on an annualised basis, compared to the industry average of 1.2%.


Total assets of the Group now stands at RM77 billion, 4% higher than as at end of 2002.


The low-cost funding of the Group continued to improve with growth in savings deposits by 13% to RM9 billion whilst demand deposits increased by 6% to RM7 billion at the end of September 2003 compared to the industry growth of 4% and 6% respectively.


Cost income ratio improved to 38.7% from 40.3% in 2002.


Public Bank, the commercial bank, registered a 13% growth in operating revenue to RM1,863 million whilst profit before tax, excluding dividends from subsidiaries, was at RM539 million, up 21% or RM92 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. The Bank’s net non-performing loans ratio further improved from 2.4% at the end of 2002 to 1.9% at 30 September 2003.


Pre-tax profit of Public Finance improved by 10% to RM334 million on the back of revenue growth of 20%. Loans grew by 21% during the first nine months of 2003 whilst net non-performing loans ratio declined to 1.9% from 2.0%.


The Group’s overseas operations, based predominantly in Hong Kong, registered an 11% decline in profit before taxation to RM101 million due to lower net interest income as a result of a lower loan base.


Public Mutual, the Group’s asset management company, recorded an 18% increase in pre-tax profit to RM36 million, mainly due to an increase in management fees earned. The net asset value of unit trust funds under Public Mutual’s management expanded by RM2.2 billion or 39% during the first nine months of 2003 to RM8.0 billion as at 30 September 2003. Public Mutual now manages 29% of the total funds of the private sector unit trust industry, and remains the largest private unit trust manager in Malaysia.


The offshore banking operations of Public Bank (L) Ltd. achieved a growth in profit before taxation to RM16 million from RM2 million for the same period in 2002 whilst Public Merchant Bank continued to perform well, registering a pre-tax profit of RM11 million for the first nine months of 2003, an increase of 7% compared with the corresponding period in 2002.

The Public Bank Group’s capital remained the second largest amongst banking groups in Malaysia, with RM8.2 billion in shareholders’ fund. The risk-weighted capital ratio of Public Bank Group, at 18.9%, was significantly above the minimum requirement of 8%, and that of the banking industry’s average of 13.5%.

As at 30 September 2003, the market capitalisation of Public Bank stood at RM15.3 billion, making it the sixth largest company listed on the Kuala Lumpur Stock Exchange by market capitalisation.

The rationalisation of the branch network of Public Bank and Public Finance, as well as the training of staff, leading to the eventual legal merger of the finance company business of Public Finance with the commercial banking business of Public Bank, are progressing well. Most of the Head Office support and administrative functions have also been integrated. Upon the expected completion of the rationalisation exercise by the first quarter of 2004, the Public Bank Group will have a more efficient network of about 250 bank branches nationwide to serve its customers.

The Public Bank Group benchmarks its processes to international standards in the continuous pursuit of customer service excellence, and has obtained both front office and back office bank-wide ISO 9001:2000 certification for both the “Provision of Customer Service at the Front Office” and the “Provision of Customer Service in Loan Delivery”.

The Malaysian economy is expected to continue its healthy pace of growth in the fourth quarter of 2003 and in 2004, underpinned by strong GDP growth in recent quarters and improved investors’ and consumers’ sentiments. This augurs well for the banking industry even though lending interest margins continues to be under pressure due to the highly competitive business environment. Barring unforeseen circumstances, the Public Bank Group is expected to record a satisfactory performance for the rest of 2003.
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