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1st QUARTER RESULTS ENDED SEPT 2004 


SUSTAINING QUALITY AND PROFITABLE GROWTH

1st Quarter Financial Results

The Hong Leong Bank Group achieved a pre-tax profit of RM197.2 million for the 1st quarter, an improvement of RM69.5 million or 54% over the preceding quarter and better by RM 16.3 million or 9% from the previous corresponding quarter. 

The higher pre-tax profit for the current year under review was attributable to improved fee income and also lower net specific provisions for non-performing loans and higher bad debt recoveries.

Fee income (non interest income) registered a strong growth at RM 84.2 million, better by RM 43.5 million or 107% over the previous corresponding quarter. This came from gains in Treasury investment, foreign exchange, and wealth management fees. Correspondingly, the previous corresponding quarter carried the losses in our mark-to-market loss from Treasury’s trading book.

For the quarter, gross loans, advances and financing registered a net growth of 1.8% over the preceding quarter (or a 7.2% annualized growth rate), driven largely by mortgages and helped by net new funding over repayments in the hire purchase portfolio.

On a gross basis, our Personal Financial Services portfolio of mortgage, credit card and share margin financing (excluding hire purchase) showed a q-on-q growth of 6.3% (or a 25.2% annualized growth rate), through our increased sales momentum and reinforcement of service culture.  

Lending to the business segment remains challenging. Nonetheless we shall continue to upgrade our credit competencies and to institutionalize a more disciplined credit culture. 

We remain strongly funded with more deposits from customer coming in. On a q-on-q basis, deposits grew by 3.6%, inclusive of the Singapore branch operations. We maintained our continued support from individual customers, who provided 61 % of the total deposit base.

Growing the net interest income remains difficult with the trend of thinning margins within the industry, price driven competition and an environment of excess liquidity. Net interest income, excluding the SPI income was lower at RM 248.8 million or a drop of RM 27.8 million compared with the previous corresponding quarter.

Our net non-performing loans to total loans ratio stood at 5.3%, improved from 6.5% a year ago.  Earning per share for the reporting quarter is at 8.97 sen (basic as well as fully diluted) or 35.88 sen when annualized.

The Group remains well capitalized with risk-weighted capital ratio of 18.65%, allowing the potential to pursue further growth opportunities in addition to an organic growth.

Merger with Hong Leong Finance

We completed our merger of the finance business into the Bank on the 1st August 2004. All systems, processes and customers’ accounts have been aligned and now operate as one bank.

Islamic banking licence

We have received the go-ahead in principle by Bank Negara on the 8th October 2004, to operate an Islamic banking business, subject to satisfactorily fulfilling all pre-licensing conditions. Hong Leong Bank became the third anchor bank to obtain an approval to set up an Islamic banking subsidiary. The Bank is proceeding to set up the infrastructure, approvals, processes and a new business model for the Islamic banking business. 

Outlook for the New Financial Year

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

We have a strong and well established franchise. Wealth Management, together with Islamic banking will be the areas for growth in the Bank.

Dividends

No interim dividend has been recommended for the current period.
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