Commentary to  Q2 2002 Consolidated Report of Bank Zachodni WBK Group

Bank Zachodni WBK Group  

Group  overview  

The Group’s profit before tax increased by 67.4 %  to PLN 182,5 m for the first half of the year. This  trading result improved due to revenue growth related to the Group’s  strategic focus on selected high potential products,  as well as effective cost regime and lower provisioning charge.          

Below we are presenting the performance of Bank Zachodni WBK S.A. and business developments of  the biggest consolidated companies.      

Bank Zachodni WBK S.A.        

Financial situation 

Income  

The bank’s  revenues amounted to PLN  809.4 m at mid-year and were  9.5% higher than in  the comparable period. This reflects high growth of non-interest income which increased by 34.8% to PLN 322 m. Within this income category the key increases showed FX and commission income, by 53.2% and 16.1%, respectively. Interest income adjusted for income on SWAP transactions and mark-to-market valuation of tradable securities (PLN 170 m total) amounted to PLN 487.4 m, falling by 2.5% from 1H 2001 level. The bank’s profit before tax increased by 45.6%  y-o-y and totaled PLN  169.6 m. 

Operating costs  

Reported operating costs increased by 5.5% on 1H 2001. The main reason for this upward change in P&L account are higher cost accruals (PLN 43.4 m), made in line with a new accrual  policy, which will be reversed in the 2nd half of the year. Underlying operating costs for 1H 2002 - adjusted for merger costs -  were down by c. 2%  y-o-y. Staff costs increased by 1% on 1H 2001 level as a result of investments in staff development and training.       

Loan loss provisions   

Loan loss provisioning charge amounted to PLN 73.1 m and was lower than in the comparable period due to high provisioning in previous years and good quality of new lending portfolio. At end-June loans classified as “substandard”, “doubtful” and “loss” made up 19,2 % of the total book  with loan loss coverage ratio at  45%. Technical non-performing loans totaled c. PLN 147 m (6.4% of  NPLs).                    

Balance sheet  

In 1H 2002 the bank’s total balance sheet  increased by 12.9% y-o-y  to PLN 27,018 m. Liabilities to non-financial and budget customers were the dominant constituent, making  66% of the total amount. In 1H 2002 retail and commercial deposits remained stable y-o-y despite difficult macroeconomic environment.    

On the asset side, receivables from non-financial and budget customers made the most significant item, contributing  41% to the total. Under conditions of limited demand for lending,  loans to commercial and retail customers grew by 4.1% on 1H 2001. Mortgage lending was developing most significantly. In course of 12 months’ period  the value of the portfolio rose by 170%, exceeding  PLN 1.1 bln at end-June.          
Business and infrastructure 

Distribution channels    

At  end-June 2002 BZ WBK distribution network consisted of 432 outlets, 567 ATMs and 6890 POS terminals. In 2Q 2002 seven new branches were opened, three were relocated and one was closed down. The roll-out of ICBS system was continued throughout the period and at mid-year 105 branches operated  under the new system. The number of electronic banking customers is increasing. In  2Q 2002 the BZWBK24 customer base rose by further 10% to 255.7 k, 168 k being internet users.         

Strategic products      
2Q 2002 showed further development in business areas identified as strategic for the bank. The biggest growth (on 1Q 2002) in sales effected through the bank’s distribution network  was recorded in Investment funds, Lease agreements, Mortgages and amounted to 78%, 36% and  26%, respectively.  The number of  credit cards issued increased  to 83,600.                    

Key companies consolidated with Bank Zachodni WBK S.A.  

Dom Maklerski BZ WBK S.A. (full consolidation)  

In the environment of declining WSE share trading in 2Q 2002 (down by 29 % on the previous quarter), DM BZ WBK managed to keep its share on the respective market over 5%. Comparable market share was also retained on the bond market (over 7%). However, a distinctly improved market penetration was witnessed in the derivative business (rise from 8.6 % to 10.8%), which was mostly due to introducing day-trading. Apart from trading on the SE,  DM BZ WBK acted as an intermediary in bids for shares on  the primary market.  

BZ WBK Finanse & Leasing S.A.  and BZ WBK Leasing  S.A. (full consolidation)  

Both companies achieved good sales results while specializing in leasing different assets. The value of lease agreements  sold in 2Q 2002  totaled  PLN 124.2 m and was 45 % higher on the previous quarter. BZ WBK branch network accounted  for 76% of the sales result. At mid-year the portfolio of  lease agreements  reached PLN 459.2 m.     

BZ WBK Inwestycje Sp. z o.o. (full consolidation)

The company continued pursuing its main business of  trading in stakeholdings of companies, searching for investors and providing advisory services

AIB WBK Fund Management Sp. z o.o. (full consolidation)  

AIB WBK Fund Management Sp. z o.o. keeps on managing the assets of NFI Magna Polonia S.A. and acting as investment advisor to the following funds: Nova Polonia PEF and Pioneer Poland Fund.   

WBK Nieruchomości S.A. and Wspólnicy Spółka Komandytowa (full consolidation)  

The company was founded to attend to the business related to the specific aircraft leasing agreements.  

