PRESS RELEASE
HONG LEONG BANK BERHAD

announces its unaudited results for the 6 months ended 31 December 1999
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Financial Highlights

· Profitability
Hong Leong Bank (HLB or the Bank) Group achieved RM201.5 million in its pre-tax profit for the half-year ended 31 December 1999, an increase of 176% or RM128.5 million, from RM73.0 million for the previous corresponding period. This impressive growth was mainly due to better interest margins as well as the increase in business volume for both the Bank and Hong Leong Finance (HLF), with the strong recovery of the Malaysian economy.

The Bank recorded a substantial improvement in profitability, with a 79% increase in pre-tax profit from RM56.6 million to RM101.2 million. Significantly lower provisions made for loan loss in the current period of RM81.3 million, as compared to the previous year of RM124.1 million, were mainly due to the prudent and stringent loan loss provisions made in previous periods as well as an indication of the sound asset and risk management policies of the Bank. Furthermore, the relative interest rate stability in the country during the period under review coupled with a healthy credit growth resulted in stronger interest margins as compared to the preceding year.

In tandem with the economic recovery, the Bank continued to invest into expanding its operations. Innovative new products and services were launched to capitalise on this growth and to better reach out to its customers.

Living up to HLB’s motto of “Reaching out to you”, the Bank launched a pilot Self Service Banking Centre in Bangsar, which enables bulk cash deposits and withdrawals as well as cheque deposits after banking hours. In addition, HLB introduced telephone banking services as an alternative delivery channel for customer convenience. 

Recognising the potential in e-commerce development, HLB was one of the banks which worked together with MEPS to launch internet shopping via the Secure Electronic Transaction (SET) Payment Gateway System, a new development that enables consumers to conduct electronic commerce safely over the internet and any other open computer networks. 

Since its successful introduction of the Touch ’N Go credit card, HLB has formed a strategic alliance with American Express to issue the first American Express network credit card in Malaysia. The card which is expected to be launched soon, will provide the best of both worlds – the strength and security of HLB and the global security of American Express global network support and emergency services.

The Group’s finance arm, Hong Leong Finance (HLF), a wholly owned subsidiary of the Bank recorded an increase in profits of RM75.2 million, from RM21.5 million in the previous year to RM96.7 million in the current period. This was due mainly to better interest margins earned from its fixed-rate hire purchase loans against low deposit rates in the current stable interest rate environment.  HLF will continue to aggressively increase its hire purchase business and be one of the key players in the industry. In connection with this, HLF is reaching out to car buyers 24 hours a day by making available online car loan applications on autoworld.com.my, Malaysia’s first and largest online auto shopping site. autoworld.com.my was launched by Autoweb Sdn Bhd, which is a joint venture between Interbase Holdings and Heritage Vest (M) Sdn Bhd, a wholly owned subsidiary of Hong Leong Credit Berhad.

The Group and Bank’s profit after taxation increased by 85% and 16% respectively.  Accordingly, earnings per share increased significantly from 12.6 sen to 23.3 sen for the Group and from 9.8 sen to 11.4 sen for the Bank.

· Asset and Risk Management

Total assets of the Group and the Bank recorded a growth of 13% and 14% to stand at RM26.3 billion and RM16.2 billion respectively. The impressive growth of 16% in the Group’s deposit base, in particular by the Bank, led to this strong increase in Group assets. 

In terms of credit growth, the Bank surpassed Bank Negara’s requirement of 8.0% with an annual loans expansion of 10.9% from its Malaysian operations.

The Group maintained its prudent stance and continued to recognise non-performing loans (NPL) on a 3 month classification basis. As at 31 December 1999, NPL ratio on a net basis for the Group and the Bank stood at 7.0% and 4.7% respectively, a sharp improvement from 9.7% and 7.0% a year ago. 

Meanwhile, general provision rates for the Group and Bank continue to be maintained at 1.9% and 2.0% respectively, to cushion against adverse economic conditions. 

· Customer Deposits and Capital Strength

Group customer deposits expanded robustly from RM19.0 billion to RM22.2 billion representing an increase of 16% whilst at Bank level, customer deposits increased by 20% to RM13.2 billion, reflecting the confidence and strong relationship of the local community with the Group.

Risk weighted capital ratio as at 31 December 1999 for the Group and the Bank was 11.8% and 12.5% respectively, well above the minimum requirement of 8.0%. 

Prospects

The overall positive indicators reflect the solid foundation of the Bank as it emerged from the economic crisis on a firmer footing.

HLB’s appointment as a principal dealer (PD) in January this year affirms the Bank’s stature as a domestic bank. As a PD, HLB can now receive funds in short-term repurchase deals (repo) from customers outside the interbank market.

HLB was given permission by BNM to be an anchor bank with Wah Tat Bank Berhad and Credit Corporation (Malaysia) Berhad in its merger grouping. HLB is grateful to the Government and Bank Negara Malaysia (BNM) for according it anchor status.  As such, it will continue to play a lead role in support of the Government and BNM’s mission to create domestic banking institutions that are strong, efficient and competitive, and play its part in lending to productive sectors that are vital to the country’s economic recovery.

The Group expects to perform satisfactorily for the second half of the financial year.
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