
PRESS RELEASE BY TAN SRI DATO’ SRI DR. TEH HONG PIOW, CHAIRMAN OF PUBLIC BANK
PUBLIC BANK ACHIEVES RECORD RM1.85 BILLION PROFIT FOR 2004 
I am pleased to announce that Public Bank, the third largest bank in Malaysia, achieved a record pre-tax profit of RM1.85 billion in 2004, up from RM1.41 billion in 2003. The Group’s net profit attributable to shareholders improved by 30% to RM1.27 billion, driven by better operating profits of the Bank and its major subsidiaries. Net interest income and Islamic financing income grew by RM313 million or 13% due to sustained strong loan growth, improvement in asset quality and increasing pool of lower-cost customer deposits which partially mitigated the effects of lower lending margins in 2004. The charge for loan loss fell by RM168 million or 38% on the back of lower credit charge-off. Non-interest income increased by RM90 million or 14% due to higher fees and transaction charges earned from retail banking operations, write-back of allowance for diminution in value of investment and dealing securities as well as higher gains derived from treasury-related activities and sales of trust units. In tandem with the strong business growth, the Group’s overheads grew by 12%. 

In view of the Public Bank Group’s continued strong performance, the Board of Directors has proposed a second special dividend of 15 % and a final dividend of 35 %, totalling 50 sen per share less 28% taxation. Together with the first special dividend of 40 sen per share less 28% taxation which was paid on 30 December 2004, the total dividend for 2004 would amount to 90 sen per share less 28% taxation which is the highest dividend ever declared by Public Bank. The total net dividend payout of RM2.11 billion and share buy-back totalling RM431 million in 2004 are part of Public Bank’s on-going initiatives to enhance the efficiency of its capital structure. The Group’s and Bank’s risk-weighted capital ratio remain strong, at 15.8% and 13.1% respectively, after payment of the proposed dividends.

Financial Highlights
Ÿ Pre-tax profit grew for ten consecutive quarters, with the fourth quarter of 2004 recording a 27% year-on-year increase in profit before taxation to RM508 million.

Ÿ Earnings per share improved by 23% to 39.4 sen from 32.0 sen in 2003.

Ÿ Cost income ratio improved to 38.2% from 38.8% in 2003. Cost to assets improved to 1.7% from 1.9% in 2003.

Ÿ Return on assets was higher at 2.4%, compared to 2.2% in 2003.

Ÿ Net return on equity improved to 18.3%, compared to 14.4% in 2003.

Ÿ Loans grew by 22% to RM57 billion in 2004 compared to the 7% increase recorded by the banking industry for the first eleven months of 2004.

Ÿ Asset quality improved further, with net non-performing loans ratio standing at 2.1% at the end of  2004 from 3.0% a year ago.

Continued strong growth in retail loans

The Public Bank Group’s loans and advances to customers achieved strong growth of 22% in 2004, with gross loans increasing by RM10 billion to RM57 billion at the end of 2004.  This is the 4th consecutive year that the Group achieved annual loan growth exceeding 20%. Public Bank is the second largest domestic lender and has a market share of 11% of the domestic lending business, up from 10% at the end of 2003. The Group’s lending activities continued to be focused mainly on retail financing. Lending for residential mortgages and financing of motor vehicles as well as lending to SMEs accounted for 72% of both the Group’s total loan portfolio as well as new loans approved of RM25 billion in 2004.

Asset quality improves further

The Public Bank Group’s asset quality continued to strengthen in 2004. The Group’s non-performing loans (NPLs) of RM1,632 million as at 31 December 2004 was RM334 million or 17% lower compared to December 2003. The Group’s net NPL ratio,  based on 3-month NPL classification, improved from 3.0% at the end of 2003 to 2.1% at the end of 2004. This was about one quarter of the banking industry’s net NPL ratio of 8.1% as at November 2004 and is the lowest net NPL ratio amongst all banks in Malaysia. The sustained improvement in asset quality is the result of consistent prudent lending policies and practices which are complemented by strong credit risk management and successful recovery processes.  The Group also maintained a comfortable level of provisioning with its ratio of general allowance to net loans standing at 1.6% and its loan loss coverage ratio of 80.6%.

Lower-cost funding structure

The Public Bank Group proactively mobilises lower-cost core customer deposits in order to mitigate the squeeze in net interest margins arising from declining lending yields due to competitive pressures.  The Group’s savings deposits grew by 19% while demand deposits expanded by 18% in 2004, outpacing the industry’s growth rate of 6% and 10% respectively for the first eleven months of 2004.  Deposits from individuals, which are generally more stable, continued to be Public Bank Group’s main source of funding and accounted for over 70% of the Group’s total core customer deposits. 

Capital position remains strong

The Public Bank Group shareholders’ funds remained the second largest amongst banking groups in Malaysia.  As at 31 December 2004, the Group’s risk-weighted capital ratio stood at 15.8%, almost twice the statutory minimum requirement of 8% and well above the banking system’s risk-weighted capital ratio  of 13.7% at the end of November 2004.

Performance of  major business units

Ÿ The finance company business of Public Finance was merged with the commercial banking business of Public Bank on 4 September 2004. On a proforma combined basis, excluding dividends from subsidiaries and associated companies, Public Bank, turned in a profit before tax of RM1.51 billion in 2004 compared to RM1.11 billion in 2003.  The growth of 36% in pre-tax profit was due to higher loan volume, lower cost of funds, higher commission and fee income, gains from sale of investment and dealing securities as well as a decline in the charge for loan losses due to further improvement in asset quality.

Ÿ The Group’s overseas operations, based predominantly in Hong Kong, achieved a 36% improvement in pre-tax profit to RM248 million in 2004 on the back of lower charges for specific allowance net of recoveries due to the declining number of delinquent accounts and bankruptcies, higher write-back of general allowance and higher fee income.

Ÿ Public Mutual achieved a 19% growth in pre-tax profit to RM65 million in 2004 from RM55 million in 2003, contributed by higher sales of trust units and higher management fee arising from the growth in net asset value of unit trust funds under management which stood at RM9.9 billion at the end of 2004.
Ÿ PB Securities registered an improved pre-tax profit of RM32 million in 2004 compared to RM26 million in 2003, mainly due to higher brokerage and commission income arising from increased trading activities on Bursa Malaysia. 
Group prospects

The strong economic conditions in Malaysia will continue to provide a supportive environment for growth in the banking system.  Going forward, the Public Bank Group will further leverage on its strategic domestic network of 252 branches, its online channels and strong PB brand to continue to build on the momentum of its strong loan growth to improve earnings. In addition, Public Bank will continue to improve returns to shareholders through improving the efficiency of its capital structure by, inter alia, leveraging further on the debt capital market to enhance return on equity and maintaining a liberal dividend payout ratio. Barring unforeseen circumstances, the Public Bank Group is expected to continue to record satisfactory performance for 2005.
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