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 

There were no changes in the composition of the Group during the financial period under review.
9
Corporate developments 

(a) The shareholders of the Bank had, on 29 September 2000, approved the bonus

            issue of up to 607,366,103 new ordinary shares of RM1/- each to be credited

      
as fully paid-up on the basis of one (1) new ordinary share for every one (1) 

existing ordinary share held in the Bank (“Bonus Issue”). 

(b)
On 6 September 2000, the Bank announced that it had entered into the 

following:

· A conditional sale and purchase agreement (“SPA”) with Gadek Capital Berhad to acquire 291,250,000 ordinary shares of RM1.00 each representing the entire equity interest in Credit Corporation (Malaysia) Berhad for a purchase consideration of RM470 million to be satisfied via the issue and allotment of 78,333,333 new HLB shares of RM1.00 each at a proposed issue price of RM6.00 per share; and 

· A conditional SPA with the vendors of Wah Tat Bank (“WTB”)  to acquire 20,000,000 ordinary shares of RM1.00 each representing the entire equity interest in WTB for a purchase consideration of RM210 million to be satisfied via the issue and allotment of 35,000,000 new HLB shares of RM1.00 each at a proposed issue price of RM6.00 per share.

The issue price and number of new HLB shares to be issued will be adjusted to take into account the Bonus Issue which was approved by the Bank's shareholders on 29 September 2000.

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 

There were no issuance and repayments of debt and equity securities, share buy-back, share cancellations, shares held as treasury shares and resale of treasury shares for the financial period under review except for the issuance of 3,837 new ordinary shares of RM1.00 each as a result of 3,837 warrants conversions at the exercise price of RM5.64 per share.

12
Deposits and debt securities

The Group


Current 

Financial 



Quarter Ended

Year Ended



30/09/2000

30/06/2000



RM ’000

RM ’000


Deposits from customers











Fixed deposits 





  and negotiable instruments
18,826,758

18,881,571


Others
4,932,567

4,820,454



23,759,325

23,702,025








The maturity structure of fixed    





 deposits and negotiable 





 instruments : 











 One year or less (short term)
18,283,813

18,465,390


 More than one year

 (medium/long term)
542,945

416,181



18,826,758

18,881,571


12
Deposits and debt securities (continued)

The Group


Current 

Financial 



Quarter  Ended

Year Ended



30/09/2000

30/06/2000



RM ’000

RM ’000








Deposits and placements of





 banks and other financial





 institutions





Licensed banks
2,210,515

        584,859 


Other financial institutions
835,000

        586,000 



3,045,515

       1,170,859 








The maturity structure of    

 deposits and placements of 

 banks and other financial  

 institutions :











  One year or less (short term)
3,045,515

       1,170,859 


  More than one year  

 (medium/long term)
-

                    -



3,045,515

       1,170,859 








Obligations  on  securities  sold under     





  repurchase agreements





  One year or less (short term)
1,534,242

862,494


  More than one year    

  (medium/long term)
-

-



1,534,242

862,494








Subordinated bond (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 30/09/2000
Ended 30/06/2000

The Group
Principal Amount
Credit Equivalent
Principal Amount
Credit Equivalent


RM ’000
RM ’000
RM ’000
RM ’000







Direct credit substitutes
160,762
160,762
    153,732 
    153,732 

Transaction-related contingent items
531,534
265,767
    539,780 
    269,890 

Short-term self liquidating trade-





  related contingencies
513,366
102,673
    552,472 
     110,494

Housing loans sold directly and 





  indirectly to Cagamas with recourse
734,864
734,864
 823,256 
 823,256

Other assets sold with recourse and





  commitments with certain drawdown
355,158
355,158
     158,903 
     158,903

Irrevocable commitments to extend 





 credit





 -maturity more than 1 year
2,251,630
1,125,815
 2,058,264 
1,029,132

 -maturity less than 1 year
2,681,040
-
 2,913,976 
            -   

Foreign exchange related contracts
686,519
10,889
 804,147 
      14,163

Interest rate related contracts
525,400
16,444
516,400
      15,856

Miscellaneous
9,296
-
       9,291 
-

Total
8,449,569
2,772,372
 8,530,221
2,575,426







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
458,074
368,472
48,618
34,462
6,522
-
-
-

 - swaps
228,445
209,869
18,576
-
-
-
-
-











Interest rate related 









 contracts









 - forwards
-
-
-
-
-
-
-
-

 - futures
145,000
-
2,000
38,000
-
105,000
-
-

 - swaps
380,400
-
-
-
-
380,400
-
-











Total
1,211,919
578,341
69,194
72,462
6,522
485,400













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 RM39,088,309 (As at 30 June 2000 : RM32,181,728) and RM110,000,000 (As at 30 June 2000 :RM131,000,000) 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 RM1,104,513 (As at 30 June 2000 : RM961,420). 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 2000.

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


30/09/2000
30/09/1999
30/09/2000
30/09/1999

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







Hong Leong Bank Berhad





Turnover *
170,387
144,633
170,387
144,633

Profit before tax
84,218
52,064
84,218
52,064

Total assets
20,966,763
15,777,953
20,966,763
15,777,953







Hong Leong Finance Berhad





Turnover *
109,258
84,103
109,258
84,103

Profit before tax
60,567
33,216
60,567
33,216

Total assets
11,468,076
10,025,033
11,468,076
10,025,033







Hong Leong Leasing Sdn Bhd





Turnover *
(680)
(755)
(680)
(755)

Profit before tax
(779)
(994)
(779)
(994)

Total assets
88,073
88,311
88,073
88,311







HL Leasing Sdn Bhd





Turnover *
192
200
192
200

Profit before tax
190
162
190
162

Total assets
23,329
33,265
23,329
33,265







Others





Turnover *
4,014
2,787
4,014
2,787

Profit before tax
1,714
1,553
1,714
1,553

Total assets
43,320
39,662
43,320
39,662







Consolidation Adjustment





Turnover *
(2,246)
(3,174)
(2,246)
(3,174)

Profit before tax
-
-
-
-

Total assets
(468,476)
(442,677)
(468,476)
(442,677)







Grand Total





Turnover *
280,925
227,794
280,925
227,794

Profit before tax
145,910
86,001
145,910
86,001

Total assets
32,121,085
25,521,547
32,121,085
25,521,547

*
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 30/09/2000

Ended 30/06/2000




RM ’000

RM ’000










Agriculture
214,581

     235,206



Mining & quarrying
53,825

            57,160



Manufacturing
2,224,984

      2,184,469



Electricity, gas & water
31,875

            33,690



Construction
1,197,962

      1,246,034 



Real estate
155,761

     114,730 



Purchase of landed property:






- residential
2,952,678

      2,793,673 



- non-residential
1,581,414

      1,546,586 



General commerce
1,590,441

      1,560,882 



Transport, storage &






   communication
282,219

294,909



Finance, insurance &






   business services
849,279

892,452



Purchase of securities
920,834

939,857



Purchase of transport






   vehicles
3,349,025

2,794,581



Consumption credit
1,337,969

      1,218,446 



Others
861,013

      1,091,118










Total
17,603,860

    17,003,793 


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 RM145.9 million as compared to RM140.7 million in the preceding quarter ended 30 June 2000, an increase of 4% or RM5.2 million. The improvement in profitability was mainly due to the growth in the Group’s business volume as well as lower loan loss provision made for the current quarter.  

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

The Group continued its trend of improved profit performance in the current quarter ended 30 September 2000, with pre-tax profits of RM145.9 million, as compared to RM86.0 million for the previous corresponding period, representing an increase of 70% or RM59.9 million. 

The Bank posted an increase in profitability of 62% or RM32.1 million to stand at RM84.2 million for the quarter ended September 2000 as compared to RM52.1 million for the previous corresponding period. The increase in earnings was contributed primarily by higher business volume, lower interest suspension as well as lower loan loss provisions as compared to the previous year. 

The Bank’s wholly owned subsidiary, Hong Leong Finance recorded an increase in profits of RM27.4 million, from RM33.2 million in the previous year to RM60.6 million for the current reporting period. The improved profit performance was mainly contributed by higher business volume as well as lower loan loss provisions. In addition, the Bank’s wholly owned unit trust subsidiary, HLB Unit Trust, also posted an increase in profits of 57% or RM0.5 million over the previous year, to stand at RM1.5 million for the quarter ended 30 September 2000.

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 dividend has been declared for the financial period ended 30 September 2000.
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1

