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PUBLIC BANK’S PROFIT SURGED 33% TO RM891 MILLION IN FIRST HALF 2004
I am pleased to announce that the Public Bank Group achieved a 33% rise in pre-tax profit to RM891 million for the six months ended 30 June 2004, up from RM670 million for the first half of 2003.  The Group’s operating revenue rose 12% to RM2.4 billion whilst profit attributable to shareholders increased by RM178 million or 40% to RM621 million.  The sterling performance was largely attributable to a 13% expansion in the Group’s net interest income and net financing income from Islamic Banking Operations.  This topline growth was a result of sustained strong loan growth and stable net interest margin.  The strong profit growth was also supported by a decline in loan loss provisioning by 35% due to further strengthening of asset quality and higher recoveries. 

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

Ÿ Total assets expanded by 20% to RM78 billion for the first six months of 2004, making Public Bank the third largest banking group by balance sheet size.

Ÿ As at 30 June 2004, Public Bank’s shareholders’ funds of RM8.9 billion is the second largest amongst banking groups in Malaysia.

Ÿ Earnings per share improved by 28% to 19.4 sen from 15.2 sen for the corresponding period in 2003.

Ÿ Return on equity improved to 16.1% compared to 14.8% in 2003.

Ÿ Return on total assets was higher in 2004 at 2.5%, compared to 2.3% in 2003.

Ÿ Cost to income ratio improved further to 38.4% from 38.8% in 2003 on improved productivity.

Ÿ Cost to total assets improved to 0.91% from 0.98% in 2003.

Ÿ Savings deposits and demand deposits grew by 11% and 9% respectively in the first half of 2004.

Ÿ Loans grew by 11% compared to the 3% increase recorded by the banking industry for the first five months of 2004 

Ÿ The Group’s net non-performing loans ratio improved to 2.6% from 3.2% six months earlier and was 70% lower than the banking industry’s ratio of 8.7% as at 31 May 2004.

The Public Bank Group’s domestic gross loans stood at RM50 billion in June 2004 making it the second largest domestic lender with a 10.3% market share.  Public Bank Group’s market share in vehicle financing and residential mortgages were higher at 25% and 14% respectively.  The retail focus of the Group’s lending operations is reflected by the composition of its loan book, with loans to small- and medium-sized enterprises, residential mortgages and vehicle financing in aggregate accounting for 72% of the total loan portfolio.  During the six- month period ended 30 June 2004, new loan approvals to these three sectors made up 71% of the RM12 billion of new loans approved.

Public Bank Group’s non-performing loans declined by 6% or RM123 million during the first half of 2004.  Based on a 3-month non-performing loans classification, the Group’s net non-performing loans ratio improved further to 2.6% compared to 3.2% recorded six months earlier.  Over the same period, Public Bank’s net non-performing loans ratio improved from 3.2% to 2.4% which also compared favourably with the commercial banking industry’s net non-performing loans ratio of 8.0% as at 31 May 2004.  Public Bank Group’s ratio of general allowance to net non-performing loans was higher at 67%, compared to the industry average of 23% as at 31 May 2004.  After taking into account of the value of collateral for these loans, the provision coverage for the Public Bank Group’s and Public Bank’s non-performing loans strengthened further to 152% and 143% respectively.

The Public Bank Group’s market share of domestic deposits expanded to 10%, further enhancing its low-cost funding structure.  Savings deposits increased by 11% to RM11 billion in June 2004, outpacing the industry’s growth rate of 3% for the first five months of 2004.  Demand deposits grew by 9% to RM8 billion, compared to a marginal decline registered by the banking system for the first five months of 2004.  Deposits from individuals continued to be Public Bank Group’s main source of funding, accounting for 66% of the Group’s total customer deposits, and represented a 15% market share of deposits by individuals which are generally more stable.

The performance of the main business units of the Public Bank Group for the first six months ended 30 June 2004 were as follows:

Ÿ Public Bank, the commercial bank, turned in a pre-tax profit of RM918 million, an increase of 30% or RM210 million over the previous corresponding period.  Public Bank’s net interest income and net income from Islamic banking operations rose by 23% or RM132 million on the back of further improvement in asset quality, healthy loan growth and further increase in the Islamic financing base.  The improved profit performance was also contributed by an increase in dividend income from subsidiaries of RM79 million, and a 19% increase in fee income coupled with a decrease in loan loss provisions of RM28 million.

Ÿ Public Finance’s pre-tax profit rose by 28% or RM55 million to RM255 million during the first half of 2004.  The improved performance was mainly attributed to higher profit from Islamic hire purchase financing.

Ÿ The Group’s overseas operations, based predominantly in Hong Kong, achieved a 35% improvement in pre-tax profit in the first half of 2004 due to lower bad debt provisioning.

Ÿ Public Mutual achieved a 69% growth in pre-tax profit to RM38 million from RM23 million in the first half of 2004, contributed by higher sales of unit trust and higher management fee arising from the growth in net asset value of funds under management which stood at RM8.7 billion.

Ÿ PB Securities registered an improved pre-tax profit of RM16 million in the first six months ended 30 June 2004 compared to RM6 million for the corresponding period in 2003, mainly due to higher brokerage and commission income arising from increased trading activities on Bursa Malaysia. 

The Public Bank Group’s shareholders’ funds increased to RM9 billion at the end of June 2004 from further retention of earnings during the period.  On 22 June 2004, Public Bank issued USD350 million subordinated notes (“Notes”) which will mature on 22 September 2014, as part of the Group’s initiative to enhance the efficiency of the capital structure of the Group.  The Notes will be redeemable at the option of Public Bank on 22 September 2009, subject to prior consent given by Bank Negara Malaysia. The Notes bear interest at 5.625% per annum up to 22 September 2009, and thereafter at a rate per annum equal to the 5-year US Treasury Rate plus 3.10%.  The funds raised of RM1.33 billion will form part of the Bank’s Tier II capital.  The Notes, together with retained earnings as at 30 June 2004, further enhanced Public Bank Group’s risk-weighted capital ratio to 20.2%, which was significantly above the statutory minimum requirement of 8%, and that of the banking industry’s average of 13.5% at the end of May 2004. 

Public Bank enjoys the highest bank financial strength ratings in Malaysia.  In June 2004, Public Bank was assigned a long-term credit rating of ‘A-’ by Standard & Poor’s and ‘Baa1’ by Moody’s.  The ‘A-’ credit rating by Standard & Poor’s makes Public Bank the only single A rated bank in Malaysia.  In July 2004, Rating Agency Malaysia (“RAM”) reaffirmed Public Bank’s ‘AAA’ long-term bank rating, which is the highest credit rating grade assigned by RAM.

The Malaysian economy is expected to remain strong and resilient for 2004 and this will have a positive impact on the banking system. Going forward, the Public Bank Group will continue to focus on its core competencies in the retail banking and small- and medium-sized enterprises markets and optimise the operations of its rationalised branch network to further enhance shareholder value.  Barring unforeseen circumstances, the Public Bank Group is expected to record satisfactory performance for the rest of 2004.
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