Bank Zachodni WBK Group

Overview

The Group’s profit before tax amounted to PLN 93.8 mln (35% up on Q1 2001). This much improved trading performance was due to good revenue growth backed by gradual recovery of demand for the bank’s products and services, tight cost control as well as relatively low loan loss provisioning charge.

The Bank

Income 

The bank’ s revenues totalled PLN 403.6 m and exceeded the amount reached a year before by PLN 13.3 m. Higher revenues result from 17% increase in non-interest income (to PLN 151.4 m). Compared to the previous year’ s results, FX and commission income improved as well, and were higher by PLN 19.9 m and PLN 9.5 m, respectively. Interest income adjusted for derivative transactions (PLN 71.2 m) amounted to PLN 252.2 m, decreasing by 3% from the  Q1 2001 level. The bank’s profit before tax increased by 18% y-o-y. 

Operating cost

During the first three months of the year underlying operating costs were 1.3%  up on Q1 2001, whereas total reported operating costs were higher by 10.5%. This has primarily been driven by the introduction of monthly cost accrual policy in order to smooth out impact of seasonal swings (particularly visible in Q4). Cost provisions in Q1 2002 were higher by PLN 19.2 m than a year before. Staff costs remained static, whereas other operating costs went up due to rental fees for office space at the Poznan Financial Center (payable since Q2 2001). 

Loan loss provisioning

Loan loss provisioning charge to the P&L amounted to PLN 31 mln and was 45% down on Q1 2001. The bank remains very well provisioned with the specific provisions coverage ratio of 46.4%. At end-March 2002, loans classified “substandard”, “doubtful” and “loss” made up 20.1% of the total.

Taxation

In Q1 2002, effective taxation rate was 23% as opposed to 41% in Q1 2001. This exceptionally high effective rate of taxation resulted from different deferred taxation policy applied by the Bank Zachodni before the merger.

Main changes in the composition of balance sheet

In Q1 2002 the bank’s assets increased by PLN 411.9 m and over the past 12 months went up by PLN 608.1 m. Liabilities to retail and commercial customers remained at the similar level to that recorded at end-March 2001. They made 67.1% of the balance sheet structure. At the same time liabilities to budget entities fell down by 30.2% (PLN 491.2 m) reflecting deteriorating financial situation of this sector. 

At end-March 2002, receivables from retail and commercial customers accounted for 41.5 % of the balance sheet at end- March and grew over the year by 5.6 % (PLN 556.5 m). The opposite tendency was discernable in the level of receivables from the budget sector, which declined by 12.3%  (PLN 42.8. m). 

Distribution channels development
Branch banking and ATMs    
The ongoing strategic assessment of our franchise continues with the end objective of delivering an enhanced quality multi-regional network. This is demonstrated in our continued focus of expanding in Warsaw to increase our franchise footprint in key markets. Our branch network as at end- March 2002 totals  426 branches with the ATM network totalling 561 machines.

Electronic Banking
As at March 31, 2002 BZ WBK customers were equipped with 1 103 k cards, i.e. by 16 k more than at the end of the previous quarter. Debit cards make the overwhelming majority of cards issued by the bank, yet the share of credit cards is steadily increasing. The rising tendency also sustains with regard to the number of transactions executed quarterly with the use of BZ WBK cards and the turnover generated as a result.

Throughout the first three months of this year BZ WBK acquired 31 k new electronic banking customers, extending the BZWBK24 customer base to 232.6 k. Individuals still prevail in the electronic banking customer structure  - their share keep fluctuating around 80%. Internet continues as the most popular electronic banking channel. Compared to the end of the previous quarter, the number of individuals and companies with access to Internet services increased by more than 21 k, totalling 151.9 k at end-March 2002.

Companies consolidated with BZ WBK S.A. 

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

Despite the subdued activity of the WSE stock market in 1Q 2002,  DM BZ WBK increased its turnover in shares by 11.2% on the previous quarter. PLN 834.3 m worth of trading drove the company’s share in the respective market to 5.5% at end–March 2002 from 4,9% at end-December. Turnover in bonds reached PLN 48.5 m and was lower by PLN 156.3 m than in the previous quarter.  The sudden boost in demand for bonds that took place towards the end of last year was a response to the announced tax law changes and in 1Q 2002 interest in bond-based investments declined markedly, reflecting among other things decreasing propensity of individuals to save. Compared to the last quarter of 2001, DM BZ WBK’s turnover in futures contracts dropped by 19.3%. As at end-March 2002 139 892 contracts of the kind were concluded through the intermediary of the brokerage house. Despite this slowdown, DM BZ WBK SA increased its share in the respective market from 8.2% at-end 2001 to 8.6% at end-1Q 2002.

BZ WBK Finanse & Leasing S.A. and BZ WBK Leasing S.A. (full consolidation)
The bank’s leasing operation is growing strongly and y-o-y reported 75% increase in the value of  leasing  agreements. At end-March, total value of the leasing book amounted to PLN 362.9 m, 71% of which derive from the BZ WBK branch network.  

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

BZ WBK Inwestycje Sp. z o.o. was founded to trade in stakeholdings of companies, search for investors and provide advisory services.
WBK Nieruchomości S.A. i Wspólnicy Spółka Komandytowa (full consolidation)

The main line of the company’s activity is the aircraft leasing. 

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

AIB WBK FM Sp. z o.o. manages the assets of NFI Magna Polonia S.A. and acts as an investment advisor to the following funds: Nova Polonia PEF and Pioneer Poland Fund.  In 1Q 2002  AIB WBK FM  – in its capacity as a managing agent of NFI Magna Polonia  – arranged for the selling of two companies from the fund’s portfolio.

BZ WBK AIB Asset Management S.A.  &  BZ WBK Towarzystwo Funduszy Inwestycyjnych S.A. (acquisition method consolidation)

In Q1 the value of new assets entrusted to BZ WBK AIB AM’ s portfolios amounted to PLN 7.5m. The sales results were influenced among others by the strengthened cooperation with DM BZ WBK which undertook - effective from the beginning of the year - to promote the company’s services among its own customers and assist them in concluding asset management agreements. As at end-March 2002 the company’s asset portfolios reached PLN 272.7 m. Along with investment funds of BZ WBK AIB TFI, whose only shareholder is BZ WBK AM SA, total assets under the latter’s management amounted to c. PLN 554 m. During the first three months of this year assets of investment funds increased by 83%, which was driven mostly by Arka Ochrona Kapitału. This is  the outcome of higher attractiveness of investments in safe funds and reinforced sales of TFI products across the branch network in line with the bank’s strategy  for 2002 –2005.  

