PRESS RELEASE BY

TAN SRI DATO’ SRI DR. TEH HONG PIOW, CHAIRMAN OF PUBLIC BANK
PUBLIC BANK ACHIEVES RECORD RM1.46 BILLION PROFIT IN 2003 

I am pleased to announce that the Public Bank Group registered another year of record performance in 2003 with pre-tax profit of RM1.46 billion, a 17% improvement compared to 2002.  Meanwhile, profit attributable to shareholders improved by 30% to RM1,003 million, surpassing the RM1 billion mark for the first time, and operating revenue rose by 7% to RM4.32 billion. The improved revenue and profit were due to higher net interest income and financing income as a result of sustained increased lending business, strong growth in deposits, increasingly shift to lower-cost customer deposit funding structure and higher fee income.  In addition, Public Finance’s earnings became fully attributable to the shareholders of Public Bank following the privatisation of Public Finance in June 2003.

In view of the Group’s continuing strong growth in profit, the Board of Directors has proposed a first and final dividend of 22% less 28% taxation for 2003.  The total net dividend payable of RM503 million represents a 68% increase over the previous year, and would be the highest total dividend payment in the history of the Bank.

Key performance indicators of the Public Bank Group in 2003 include the following:

� Earnings per share improved by 24% to 16.5 sen from 13.3 sen in 2002.

� Return on equity improved to 14.0%, compared to 12.3% in 2002.

� Quarterly pre-tax profit has been on the rising trend in 2003, with the fourth quarter pre-tax profit recording a 24% year-on-year increase to RM405 million.

� Total assets of the Group stood at RM79 billion, 6% higher than that at the end of 2002.

� Return on total assets was higher in 2003 at 2.3%, compared to 2.2% for 2002.

� Cost income ratio improved to 38.7% from 41.8% in 2002.

Loans and advances to customers registered strong growth of 22%, which is more than four times the 5% growth rate for the Malaysian banking industry in 2003.  The Public Bank Group’s total gross loans and advances increased by RM8 billion to stand at RM47 billion.  The Group’s Islamic financing surged by 59% in 2003 compared to the industry’s 32% increase.  The Group’s sustained strong loans growth was achieved as a result of innovative product packaging and proactive product enhancement as well as improved loan service delivery standards, including fast approval turnaround time and efficient documentation and disbursement processes.

In 2003, 89% of the Group’s gross loans and advances outstanding or RM42 billion was channelled to finance the retail sector, in particular the business needs of small- and medium-sized enterprises (“SMEs”), and the purchase of residential properties and passenger vehicles.  Lending to SMEs is assessed mainly on the cash flow and financials of the SME, with less emphasis on the collateral provided.  Loans to SMEs increased by 14% to stand at RM11 billion as at the end of 2003.

Net non-performing loans of the Public Bank Group fell by RM240 million in 2003 to RM1,422 million.  The net non-performing loans ratio improved further to 2.0% from 2.4% and 3.8% as at end of 2002 and 2001 respectively.  This is 71% lower than the banking system’s ratio of 6.9%. 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 155%.

The low-cost deposit funding structure of the Public Bank Group continued to improve with growth in savings deposits by 19% to RM10 billion whilst demand deposits increased by 16% to RM7 billion at the end of December 2003 compared to the industry growth rate of 8% and 16% respectively.

The performance of the main business units of the Public Bank Group in 2003 are as follows:

� Public Bank, the commercial bank, registered a profit before tax of RM1,409 million, an increase of 69% or RM577 million compared to RM832 million in 2002.  The Bank’s net interest income and Islamic financing income rose by RM146 million or 14% due to strong growth in loans and low-cost deposits despite a decline in lending interest spreads as a result of a highly competitive lending environment.  The improved pre-tax profits was also due to higher dividend income from subsidiaries and associated companies, and higher commission and fee income.  Total dividend of RM312 million was received from Public Finance in 2003 as part of the Group’s rationalisation of its capital structure.  The ongoing rationalisation of the capital structures of the Bank’s subsidiaries will bridge the gap between the capital ratio of the Group and the Bank, and is expected to have a positive impact on returns to shareholders.  The Bank’s loans and advances grew by 20% in 2003 compared to 14% in 2002 while its net non-performing loans ratio improved further to 1.9% in 2003 from 2.4% a year earlier.

� Pre-tax profits of Public Finance improved by 19% to RM440 million on the back of revenue growth of 21%. Loans grew by 26% in 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 a 25% increase in profit before tax to RM182 million mainly due to the effects of the privatisation of the Group’s subsidiary company, Winton Holdings (Bermuda) Limited in March 2003.

� Public Mutual, the Group’s unit trust and asset management company, recorded a 25% increase in pre-tax profits to RM55 million, mainly due to an increase in management fees.  The net asset value of unit trust funds under management by Public Mutual expanded by RM2.4 billion or 41% during 2003 to RM8.2 billion as at the end of 2003.  Public Mutual now manages 29% of the total unit trust funds of the private sector unit trust industry, and remains the largest private unit trust management company in Malaysia.

PB Securities achieved an improved pre-tax profit of RM26 million for 2003 compared to RM12 million in 2002.

� Public Merchant Bank continued to perform well, registering pre-tax profit of RM14 million in 2003, an increase of 11% compared to 2002.

� The offshore banking operations of Public Bank (L) Ltd. achieved an improved profit before tax of RM22 million in 2003.

The Public Bank Group’s capital remained the second largest amongst banking groups in Malaysia, with RM8.7 billion in shareholders’ fund.  The risk-weighted capital ratio of the Public Bank Group, at 19.4%, was significantly above the statutory minimum requirement of 8%, and that of the banking industry’s average of 13.4%.

Public Bank’s market capitalisation increased by 70% to stand at RM18.7 billion at the end of 2003, making it the fifth largest company listed on the Malaysian Securities Exchange by market capitalisation, up from eighth largest at the end of 2002.  Public Bank was the largest non-government-linked listed company by market capitalisation at the end of 2003.

During 2003, the Public Bank Group rationalised its domestic branch network to enhance its efficiency and to benefit customers by offering both commercial banking business and finance company business in the same branch.  Upon completion of the Group’s branch rationalisation by the first half of 2004, the Public Bank Group is expected to have 250 bank branches offering a full range of commercial banking and finance company services and products to its customers.  To date, all the Head Office support and administrative functions of Public Bank and Public Finance have already been integrated.

The Public Bank Group continues to benchmark its processes and practices to international standards in the continuous pursuit of customer service excellence.  In this regard, the Bank has obtained bank-wide ISO 9001:2000 certification for the twin pillars of its business operations covering 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 2004, underpinned by improved business and consumer sentiment and expectation of stronger global economic growth.  This augurs well for the banking industry even though lending interest margins continue to be under pressure due to the highly competitive banking business environment.  The Group will continue to improve on its customer service standards and further harness and optimise Group synergies to enhance business expansion as well as efficiency of the Group.  Barring unforeseen circumstances, the Public Bank Group is expected to continue to record satisfactory performance for 2004.
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