Hong Leong Bank Group Half-yearly Results Ended 31 December 2003

Profit before tax for half year ended 31 December 2003 was RM359.1 million, represent a 8.7% drop year-on-year.  The lower profit was attributed mainly to a 13% decline in non-interest income, mainly from treasury bond loss of RM31 million in the first quarter when the yield of local bonds rose.

Net Interest margin was marginally lower, with continuing competition amidst very high liquidity banking system.

Mortgage loans grew strongly by RM1.6 billion or 22.4% year-on-year.  However, the overall loans contracted slightly by 1.4%, mainly from the decline in hire purchase loans and lower demand for business loans portfolio.  

Our Singapore branch non-interest income increased 127%, mainly from investment banking and wealth management.

The consumer segment will continue to be a key thrust to the Bank to drive up top line revenues, to be led by mortgage, hire purchase, credit card, and wealth management.

Net NPL dropped to 6.4% from 7.4%, from the corresponding period last year.  Loan loss provision, however increased to RM96million, with loan loss provisioning cover at 60%, increase from 56% in the corresponding period.

Risk weighted capital ratio stood strong at 17.97%.

An interim dividend of 8.5% (less income tax of 28%) is declared, compared to 6% in the corresponding period.

Going forward, the prospect for the remaining second half is positive with the improving economic growth in Malaysia.

We are positive in the consumer sector; including increasing our Islamic banking offerings to our customers.  We will balance prudent and profitable growth in the business banking sector.  The liquidity in the banking system will be a challenge for the liability and treasury operations to balance revenues opportunities and interest rate management.

The Bank’s new Hong Kong Branch is expected to be opened for business by 2nd  quarter of 2004.

