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ACCELERATING THE GROWTH MOMENTUM

Full Year Financial Results

Hong Leong Bank Group achieved a pre-tax profit of RM127.7 million for 4th quarter to close at RM 528.7 million for the full financial year ended 30 June 2004, an improvement of RM85.9 million over the preceding quarter, but a decline of RM273.2 million from the previous financial year of RM801.9 million. 

The lower pre-tax profit for the current year under review was largely attributable to lumpy loan loss provision made for several large restructured and rescheduled non-performing loans (NPL) that lapsed in the 3rd quarter of the year.

Gross loans, advances and financing registered a net growth of 2.2% over the financial year ended 30 June 2003, representing a reversal of declining trend observed in the prior year.

Among the various sectors, lending for residential properties recorded an impressive growth of 27% year-on-year, as a result of strong inroads made into the mortgage business.  Within our consumer banking business, credit card and share margin financing businesses also registered improvement, reaffirming our thrust into consumer financial services based on the strong franchise of the bank.

While lending to the business segment remains relatively flat in line with the industry, the Group continued to gain better penetration within the priority sectors of manufacturing, utilities, general commerce and business services.

The strategy to rebalance our exposure in hire purchase portfolio in the last two and half years, saw the declining exposure to financing of motor vehicles to 26% versus 35% respectively to our total loans.

Deposits from customer continued its strong growth during the financial year ended 30 June 2004, of which over 62% are deposits from individual customers. This represents a robust and persistent base of funding for the Group, reflecting the continuing trust of the community and customers in the Hong Leong Banking Group.

Net interest income for the financial year ended 30 June 2004 registered at RM1,055 million, a slight decline from the previous corresponding year.  This reflects the trend of thinning margins within the industry, given the increasingly price driven competition within an environment of excess liquidity.

Under non-interest income, fees incomes and foreign exchange gains registered stronger results over the last financial year, with growth of over 20% and 18% respectively.  Notwithstanding this, the overall non-interest income remains flat for the full year due to a significant accounting mark-to-market loss charge off against the Treasury’s trading book.

The ratio of non-performing loans to net total loans as at 30 June 2004 had improved to 5.4%, from 6.2% a year ago.  Earning per share for the financial year remain strong at 24.5 sen (basic as well as fully diluted), despite a larger share capital base as a result of the special Bumi issue undertaken during the financial year.

The Group remains very well capitalised as at 30 June 2004, with risk-weighted capital ratio of 19.0%.  This strong position coupled with the Group’s healthy liquidity position would position us well to pursue further growth opportunities.

Merger with Hong Leong Finance

Hong Leong Bank and Hong Leong Finance have since the last few years, operated as an integrated business with a single leadership team, common IT platform, standardise processes as well as seamless cross-selling and customer servicing.

In response to Bank Negara Malaysia’s encouragement for merger with Finance Companies, the Hong Leong Finance’s branches have gradually been converted into Bank’s branches over the last 18 months.

Shortly after the end of the financial year ended 30 June 2004, on 1 August 2004, the finance company business of Hong Leong Finance Berhad was merged with Hong Leong Bank Berhad upon the approval and clearance of the relevant legal matters.  This merger has now allowed the Group to present a single face to our customers and allow us to operate as a truly integrated financial services organisation to serve the needs of our customers more effectively and efficiently.
Outlook for the New Financial Year

The outlook for the new financial year promise more changes in the banking industry landscape, and hence, our continuous improvement and change journey to meet these challenges.

While the global and local economics outlook remains generally positive for the coming year, we expect to see banks moving to consolidate their operations, to merge their finance and banking branches and also a growing push in the Islamic Banking business.

There is also a likelihood of a rising interest rate scenario. The recent introduction of the new OPR framework will pave the move for banks to increase productivity to mitigate the industry’s declining margins.

Vis-à-vis this scenario, the Group will continue to adopt a balanced growth strategy, focusing on gaining better market share on the chosen segments, vis-à-vis the risk reward equilibrium, especially on the credit quality and yield management.  Building on our current strength of cost efficiency, we will be further enhancing our service excellence capabilities for competitive advantage, supported by various IT, people development and channel expansion initiatives.

Barring unforeseen circumstances, we are optimistic for the Group to deliver better results in the key areas in the coming financial year, while we will continue to be sensitive to changes in market conditions and outlook with appropriate risks management mindset.

Dividends

During the financial year, an interim dividend of 8.5 sen per share less income tax at 28% wad paid on 30 March 2004.  The Board is proposing a final dividend of 15.5 sen per share less income tax at 28%, payable upon the approval by shareholders in the coming Annual General Meeting.

Subject to the approval, total gross dividends in respect of the financial year ended 30 June 2004 would be at 24 sen per share.
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