Explanatory Notes 

1
Accounting policies

The accounts of the Group and of the Bank are prepared using accounting policies and methods of computation consistent with those adopted in the most recent annual financial statements.

2
Exceptional items

There were no exceptional items reported for the financial period under review.  

3
Extraordinary items

There were no extraordinary items reported for the financial period under review.  

4
Taxation

The provision made for taxation does not contain any deferred tax or adjustment for under or over provisions in respect of prior years.

5 Pre-acquisition profits

There were no pre-acquisition profits reported for the financial period under review.  

6
Profits on sale of investments/properties 

There were no material gain or loss on disposal of investments (other than in the ordinary course of business) and/or properties for the financial period under review.

7
Purchase and disposal of quoted securities 

There were no purchase or disposal of quoted securities for the financial period under review other than those purchased or disposed in the ordinary course of business.

8
Changes in the composition of the Group 

Visia Nominees Sdn Bhd (“VN”), a wholly owned subsidiary of Hong Leong Finance Berhad, which in turn is a wholly owned subsidiary of the Bank will be wound up pursuant to Section 254(1)(b) of the Companies Act 1965. VN is a dormant company and there are no plans to activate it.

Except for the above, there were no changes in the composition of the Group during the financial period under review

9
Corporate developments

(a) The Bank had on 19 January 2000 entered into a Sale and Purchase Agreement to  

      dispose of its entire 100% equity interest in HLB Unit Trust Management Bhd to

      HLG Capital Berhad for a total cash consideration of RM11 million.   

(b) The Bank’s proposed merger programme with Wah Tat Bank Berhad and Credit  

      Corporation Malaysia Bhd, with HLB as the anchor bank, is currently pending 

      submission to the authorities. 

10
Seasonality or cyclicality of operations

The business operations of the Group have not been affected by any material seasonal and cyclical factors.

11
Issuance of equity securities 

During the financial quarter ended 31 March 2000, the Bank issued 407 new ordinary shares of RM1.00 each fully paid-up at an exercise price of RM5.64 per new share pursuant to the conversion of warrants.

12
Deposits and debt securities

The Group


Current 

Financial 



Quarter Ended

Year Ended



31/03/2000

30/06/1999



RM ‘000

RM ‘000


Deposits from customers











Fixed deposits 





  and negotiable instruments
17,529,934

  16,917,345 


Others
4,888,307

    3,730,375 



22,418,241

  20,647,720 








The maturity structure of fixed    





 deposits and negotiable 





 instruments : 











 One year or less (short term)
16,822,552

  16,625,696 


 More than one year

 (medium/long term)
707,382

       291,649 



17,529,934

  16,917,345 


12
Deposits and debt securities (continued)

The Group


Current 

Financial 



Quarter  Ended

Year Ended



31/03/2000

30/06/1999



RM ‘000

RM ‘000








Deposits and placements of





 banks and other financial





 institutions





Licensed banks
1,085,429

       285,625 


Other financial institutions
145,068

       145,000 



1,230,497

       430,625 








The maturity structure of    

 deposits and placements of 

 banks and other financial  

 institutions :











  One year or less (short term)
1,230,497

       430,625 


  More than one year  

 (medium/long term)
-

-



1,230,497

       430,625 








Obligations  on  securities  sold under     





  repurchase agreements





  One year or less (short term)
511,560

-


  More than one year    

  (medium/long term)
-

-



511,560

       - 








Bonds and notes (unsecured)





One year or less (short term)
200,000

200,000


More than one year    

(medium/long term)
-

-



200,000

       200,000 


13
Commitments and contingencies

In the normal course of business, the Group and the Bank make various commitments and incur certain contingent liabilities with legal recourse to its customers. No material losses are anticipated as a result of these transactions.

The commitments and contingencies constitute the following:

Current Quarter
Financial Year

Ended 31/03/2000
Ended 30/06/1999

The Group
Principal Amount
Credit Equivalent
Principal Amount
Credit Equivalent


RM ’000
RM ’000
RM ’000
RM ’000







Direct credit substitutes
146,920
146,920
135,138
135,138

Transaction-related contingent items
538,552
269,276
443,739
221,870

Short-term self liquidating trade-





  related contingencies
491,481
98,296
394,736
78,947

Housing loans sold directly and 





  indirectly to Cagamas with recourse
1,041,317
1,041,317
919,698
919,698

Other assets sold with recourse and





  commitments with certain drawdown
87,040
87,040
250,760
250,760

Irrevocable commitments to extend 





 credit





 -maturity more than 1 year
2,098,824
1,049,412
2,095,694
1,047,848

 -maturity less than 1 year
2,929,256
-
2,741,543
-

Foreign exchange related contracts
1,098,280
17,669
1,932,571
36,808

Interest rate related contracts
1,188,960
40,288
140,400
5,385

Miscellaneous
9,343
-
8,981
-

Total
9,629,973
2,750,218
9,063,260
2,696,454







14
Financial instruments with off-balance sheet risk

The Group


Principal
1 mth
>1 – 3
>3 - 6
>6 -12
>1 – 5
>5 yrs
Margin

Items
Amount
or less
Mths
mths
mths
Yrs

Requirement

RM ‘000



















Foreign exchange









 related contracts









 - forwards
856,793
687,248
70,932
94,822
3,791
-
             -   
                 -   

 - swaps
-
-
-
-
-
-
             -   
                 -   











Interest rate related 









 contracts









 - forwards
-
-
-
-
-
-
             -   
                 -   

 - futures
828,560
-
15,000
778,560
30,000
5,000
             -   
                 -   

 - swaps
250,400
-
-
-
-
250,400
             -   
                 -   











Total
1,935,753
687,248
85,932
873,382
33,791
255,400
              -   
 -   











14
Financial instruments with off-balance sheet risk (continued) 

Foreign exchange, interest rate and equity and commodity related contracts are subject to market risk and credit risk.

Market risk

Market risk is the potential change in value caused by movement in market rates or prices. The contractual amounts stated above provide only a measure of involvement in these types of transactions and do not represent the amount subject to market risk. Exposure to market risk may be reduced through offsetting on and off-balance sheet positions. As at end of the financial quarter, the amount of contracts which were not hedged and, hence exposed to foreign exchange and interest rate market risk were RM8,864,144 (As at 30 June 1999 : RM18,745,080) and RM195,000,000 (As at 30 June 1999 : RM10,000,000) respectively.

Credit risk

Credit risk arises from the possibility that a counter-party may be unable to meet the terms of a contract in which the Bank has a gain position. As at end of the financial quarter, the amounts of credit risk, measured in terms of the cost to replace the profitable contracts, was RM1,776,528 (As at 30 June 1999 : RM432,256). This amount will increase or decrease over the life of the contracts, mainly as a function of maturity dates and market rates prices.

Related accounting policies

The accounting policies applied for recognising the financial instruments concerned are same as those applied for the financial year ended 30 June 1999.

15
Material litigation

The Group does not have any material litigation, which in the opinion of the Directors would have a material adverse affect on the financial results of the Group.

16
(a) Segmental reporting on revenue, profit and assets


Current
Corresponding
Current
Corresponding


Quarter Ended
Quarter Ended
Year-to-date
Year-to-date


31/03/2000
31/03/1999
3103/2000
31/03/1999

Name of Company
 RM’000 
 RM’000 
 RM’000 
 RM’000 







Hong Leong Bank Berhad





Turnover *
158,568
128,910
455,962
403,017

Profit before tax
72,319
32,536
173,478
89,129

Total assets
17,110,826
14,998,605
17,110,826
14,998,605







Hong Leong Finance Berhad





Turnover *
103,775
68,091
297,372
165,254

Profit before tax
49,246
21,245
145,903
42,775

Total assets
10,811,202
9,605,673
10,811,202
9,605,673







Hong Leong Leasing Sdn Bhd





Turnover *
185
(2,962)
444
(4,140)

Profit before tax
(270)
(6,304)
(733)
(13,652)

Total assets
86,642
100,768
86,642
100,768







HL Leasing Sdn Bhd





Turnover *
202
811
1,236
4,042

Profit before tax
202
164
1,184
1,598

Total assets
23,289
125,556
23,289
125,556







Others





Turnover *
4,113
1,148
10,119
3,926

Profit before tax
2,013
239
5,149
1,020

Total assets
49,694
32,298
49,694
32,298







Consolidation Adjustment





Turnover *
(3,447)
(590)
(5,056)
(1,913)

Profit before tax
-
-
-
-

Total assets
(469,347)
(520,289)
(469,347)
(520,289)







Grand Total





Turnover *
263,396
195,408
760,077
570,186

Profit before tax
123,510
47,880
324,981
120,870

Total assets
27,612,306
24,342,611
27,612,306
24,342,611

· Turnover represents Net Interest Income + Non-Interest Income + Islamic Banking    

Income   

16
(b) Segmental reporting on loans, advances and financing analysed by their  

economic purposes

The Group



Current Quarter

Financial 

Year




Ended 31/03/2000

Ended 30/06/1999




RM’000

RM’000










Agriculture
197,916

             150,134 



Mining & quarrying
56,931

             68,264 



Manufacturing
2,333,336

        2,310,856 



Electricity, gas & water
39,099

               32,394 



 construction
1,199,209

          1,330,633 



Real estate
156,359

             136,800 



Purchase of landed 

 property:






 - residential
2,571,563

          2,247,171 



 - non-residential
1,509,412

          1,390,860 



General commerce
1,538,164

         1,323,048 



Transport, storage & 






  communication
293,441

363,553



Finance, insurance &       






   business services
1,006,179

             927,664 



Purchase of securities
899,060

             815,837 



Purchase of transport      






  vehicles
2,618,942

          2,425,785 



Consumption credit
780,275

             683,907 



Others
1,310,722

          1,598,743 










Total
16,510,608

        15,805,649 


17
Comments on material changes in the profit before tax for the quarter

For the current quarter, the Group registered a pre-tax profit of RM123.5 million as compared to RM115.5 million in the preceding quarter, an increase of 7% or RM8.0 million. The improvement in profitability was mainly due to lower operating expenses incurred and lower loan loss provision made for the quarter under review.

18
Performance review on the results of the Bank and its principal subsidiaries

The Group for the 9 months ended 31 March 2000 achieved a pre-tax profit of RM325.0 million as compared to RM120.9 million for the corresponding period in the previous year, representing an increase of 169% or RM204.1 million. This impressive growth was spurred by higher business volume for both the Bank and Hong Leong Finance (“HLF”) on the back of strong recovery of the Malaysian economy.

The Bank recorded an improvement in profitability, with a 95% increase in pre-tax profits from RM89.1 million to RM173.5 million. The improvement in the results was attributed to lower loan loss provision of RM62.5 million as the provisions were prudently made last year and lower non-performing loans were reported during the current period. In addition, increase in business volume coupled with better interest margins from our funding business, has resulted in an increase of RM53 million in the Bank’s net income. However, the favourable results were partially mitigated by lower yield on money market placements as well as negative interest spread on the Bank’s surplus funds. 

The Group’s finance arm, Hong Leong Finance a wholly owned subsidiary of the Bank recorded an increase in profits of RM103.1 million or 141%, from RM42.8 million in the previous year to RM145.9 million in the current period. This was mainly due to favourable interest margins earned as a result of lower cost of funds.

19
Current year prospects

Barring unforeseen circumstances, the Group expects to perform satisfactorily for the remaining part of the financial year.

20
Variance of actual profit from forecasted profit

This note is not applicable to the Group.

21
Dividend

No interim ordinary dividend has been declared.
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2

