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PUBLIC BANK’S PROFIT SURGED 31% TO RM430 MILLION IN FIRST QUARTER 2004
I am pleased to announce that the Public Bank Group achieved a profit before taxation of RM430 million for the three months ended 31 March 2004, which was an increase of 31% compared to RM329 million achieved for the first quarter of 2003. The Group’s operating revenue registered a 12% increase to RM1.2 billion whilst profit attributable to shareholders improved by 46% to RM303 million. Despite the competitive Malaysian banking environment which resulted in narrower interest margin arising from the decline in lending yields, the Group managed to further improve its net interest income and financing income by RM71 million or 12% as a result of sustained growth in its lending business. The higher pre-tax profit was also attributable to the continued strong growth in lower-cost customer deposits and higher fee income in the period under review. 

Key performance indicators of the Public Bank Group for the first quarter of 2004 include the following:

� Earnings per share for the first quarter 2004 improved by 33% to 4.8 sen from 3.6 sen for the corresponding period in 2003.

� Return on equity improved to 16.1% for the first quarter 2004, compared to 14.8% in 2003.

� Total assets of the Group stood at RM69.8 billion, 8% higher than that at the end of 2003.

Return on total assets was higher in 2004 at 2.6%, compared to 2.3% for 2003.

Public Bank Group’s loans grew by 6% in the first three months of 2004 to stand at RM49.7 billion. For the domestic operations, the Group’s loans increased by RM3 billion or 6%.  This rate of loan growth was well above the Malaysian banking industry’s 1% increase in lending for the same period.  The Group continued to successfully target the business needs of small- and medium-sized enterprises (“SMEs”), the residential mortgage market and the new car financing business, which in aggregate accounted for 68% of the total new loans approved of RM6 billion during the first quarter of 2004.

The low-cost funding structure of the Public Bank Group improved further with growth in savings deposits of 9% to RM11 billion whilst demand deposits increased by 6% to RM8 billion at the end of March 2004 compared to the industry’s growth rate of 4% and 0.3% respectively for the first two months of 2004.

The Public Bank Group adopted the 3-month non-performing loan classification with effect from 1 January 2004. Consistent with its tradition of credit prudence, the Group’s net non-performing loans ratio, based on a 3-month classification, continued to improve to 2.8% at the end of March 2004 from 3.2% as at the end of 2003, and was less than one-third of the banking industry’s ratio of 9.1% at the end of February 2004. Public Bank’s net non-performing loans ratio improved to 2.7% from 3.2% three months earlier. Public Bank’s asset quality also compared favourably with the commercial banking industry which reported a net non-performing loans ratio of 8.4% as at 29 February 2004. Based on the previous 6-month classification, the Public Bank Group’s and Public Bank’s net non-performing loans ratio would have been 1.9% and 1.8% respectively at the end of March 2004. Provision coverage for the Public Bank Group’s and Public Bank’s non-performing loans, taking into account of the value of collateral for these loans, were 148% and 140% respectively.

The performance of the main business units of the Public Bank Group for the first three months ended 31 March 2004 are as follows:

� Public Bank, the commercial bank, turned in a pre-tax profit of RM242 million, an increase of 35% or RM63 million over the previous corresponding period.  Public Bank’s net interest income and net income from Islamic banking operations rose by 23% or RM64 million on the back of healthy loan growth.  The improved profit performance was also due to a 33% increase in fee income.

� Public Finance’s pre-tax profit rose by 30% or RM29 million to RM124 million during the first quarter of 2004.  The improved performance was attributed to higher profit from Islamic hire purchase financing, as well as a decline in staff costs and overhead expenses.

� The Group’s overseas operations achieved a 44% improvement in pre-tax profit in the first quarter of 2004 due to lower bad debt provisioning and higher recoveries.

� Public Mutual’s pre-tax profit doubled to RM20 million. This resulted from higher sales of unit trust and higher management fee arising from the growth in net asset value of funds under management to RM9.18 billion.

PB Securities registered a much improved pre-tax profit of RM12 million in the first three months ended 31 March 2004 compared to RM3 million for the corresponding period in 2003 due to higher brokerage income and commission arising from increased trading activities.

The Public Bank Group’s shareholders’ funds increased by 4% to RM9 billion as at the end of March 2004 from retention of earnings. The risk-weighted capital ratio of the Public Bank Group, at 18.6%, was significantly above the statutory minimum requirement of 8%, and that of the banking industry’s average of 13.7% at the end of February 2004.

The Public Bank Group continued to rationalise its domestic branch network to further enhance its efficiency for the benefit of its 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 around 250 bank branches offering a full range of commercial banking and finance company services and products to its customers.

The outlook for Malaysia’s economic growth continues to be positive for 2004, underpinned by improved business and consumer sentiment as well as expectation of stronger global economic growth. This will have a favourable impact on the banking industry even though lending interest margins continued to be under pressure due to the highly competitive banking business environment. Barring unforeseen circumstances, the Public Bank Group is expected to continue to record satisfactory performance for the rest of 2004.
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