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Bank Zachodni WBK Group performance

 in Q3 2002 as compared to Q2 2002 

Financial  performance   

Overview    

Bank Zachodni WBK Group profit after tax amounted to PLN 70.7 m in Q3. Good growth in revenues combined with a tight cost control contributed to the increase in operating surplus by 27% on Q2  to PLN 160 m. This was somewhat offset by higher loan loss provisioning charge which reflects the bank’s commitment to prudent credit risk appraisal. 

Income 

In Q3 2002 Bank Zachodni WBK Group generated total income of PLN 449.3 m, i.e. 6.2% higher than in Q2. Interest income totaled PLN 268.6 m and exceeded Q2 revenues by 6.8%. This includes PLN 42.2 m in SWAP points and mark-to-market valuation of trading debt securities (T bills) in the amount of PLN 39.6 m. 

Compared to Q2, non-interest income (adjusted for both, SWAP points and mark-to-market valuation of securities) increased by 5.5% to PLN 180.7 m. The largest constituents of non-interest income were net commission income (PLN 115.2 m) and FX income (PLN 39 m). The first decreased marginally (by 2% on Q2) reflecting seasonal changes while the latter increased by 10.8%. Non-interest income also included once-off dividend of PLN 17.4 m paid in by Commercial Union Polska Towarzystwo Ubezpieczeń na Życie (presented in line XII of the Group’s P&L).    

Total operating costs  

In Q3 2002, total operating costs were 2.6% lower than in Q2 and amounted to PLN 289.3 mln.  Staff costs in Q3 amounted to c. PLN 137 mln and were 0.5% down from Q2.

Loan loss provisions 

In Q3 loan loss provisioning charge amounted to PLN 77.7 mln, which reflects prudent provisioning policies in challenging macroeconomic environment. At end-September 2002, non-performing loans made up 20.5% of the total Bank Zachodni book, with loan loss coverage ratio at 47.4% (including general risk reserve). At end-September, technical non-performing loans amounted to PLN 220 m, bringing the bank’s NPL ratio down to 18.8%.     

Balance sheet structure 
The Group’s assets totalled PLN 25,191.7 mln and were lower by 8.8% on end-June 2002. The main reason behind this change was a high level of funds deposited with the Central Bank at 30 June to meet the obligatory reserves requirement. 

Receivables from non-financial and public sectors made up 49% of assets as at end-September  2002. Amounts due from these customers increased by 6.4% compared to 30 June 2002 and totalled PLN 12,349.9 m. At the same time, receivables from the financial sector decreased  by  42.1% to PLN 3,104.0 m.    

Liabilities to the non-financial and public sector remain the dominant item of the balance sheet total, representing 69.9%. Deposits from these customers went down by 1.5% from 1H 2002 to reach PLN 17,599.8 m. Short-term deposits declined by 2.7% while long-term deposits increased by 5.6% reflecting the change in customers’ attitude to saving and investing in the aftermath of interest rates cuts and savings tax implementation. In this context, in Q3 Bank Zachodni WBK branch network acquired PLN 194.2 m worth of funds by distributing participation units in the mutual funds of BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych, which boosted the total portfolio to PLN 625.8 m.  Liabilities to the financial sector fell down by 22.8% compared to end-June and amounted to PLN 2,577.1 m.       

Bank Zachodni WBK S.A.
Delivery  channels 

As at 30 September 2002, the Bank operated through a network of 434 branches, 220 of which had been converted to the new ICBS platform. The Bank’s distribution infrastructure also comprised 570 ATMs and 6,846 POS terminals. The electronic channels – available under BZWBK24 proposition - acquired 25 k new users throughout Q3. The electronic banking customer base consisted of 280.8 k persons and companies, of which 185.9 k had access to internet banking.     

The Q3 sales in the strategic business areas have been very strong: 

· Credit cards

The number of credit cards sold increased from 83,600 at end–June to 91,000 at end-September 2002. 

· Mortgage loans  

Mortgage lending sanctioned in Q3 amounted to PLN 165.3 m bringing the total volume of mortgage loans up to PLN 1.3 bln. 

· Investment funds 

The bank’s branch network distributes fund units of BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych. Total assets of these funds grew 40% over the previous quarter, which was twice as high as the market’s growth. 

At end-September 2002 BZ WBK AIB TFI managed net assets of PLN 625.8 m, ranking 7th among the domestic mutual funds, with the market share of 3.6%. It is a considerable progress compared to the previous quarter when the market share reached 3.1% and was equivalent to 10th position in Poland. Towards the end of August 2002, BZ WBK AIB TFI launched the fifth fund called Arka Bonds which in the course of September gathered net assets of PLN 6.7 m. 

· Leasing

Bank Zachodni WBK Group conducts leasing business through its 2 companies: BZ WBK Finance & Leasing S.A. and BZ WBK Leasing S.A. Both companies grow ahead of the market. The net value of leased assets during the three quarters of 2002 totalled PLN 382.9 m and was 59% up on end-June. In accordance with the adopted strategy, the majority of assets leased by BZ WBK Finance & Leasing S.A. include machinery and equipment (72%), whereas in BZ WBK Leasing S.A. the major assets are vehicles (71%). At end-September, the total leasing portfolio of both companies amounted to PLN 581.6 m. In response to the market opportunities and needs, in Q3 2002 BZ WBK Leasing started financing the purchase of passenger cars for personal customers. The two companies were continuing to develop their distribution networks, mainly by effective utilisation of the BZ WBK branch network potential.  

Companies consolidated with Bank Zachodni WBK S.A.

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

In Q3 the turnover of  DM BZ WBK in the stock market was close to the previous quarter’s value, totalling PLN 579.7 m. In the bonds market, the turnover reached PLN 68.1 m, increasing by 27.3 %. High demand for the Brokerage House services in respect of  futures transactions was sustained throughout Q3. With 235,114 transactions made from July to September, the previous quarter’s result was improved by 78%. The scale of the Brokerage House operations in the futures market is attested by the first position it  took in September in terms of the volume of business generated with personal customers.  The YTD share of BZ WBK S.A. Brokerage House in the cash market was 5.5% as at end-September and in the futures market 10.7%. Apart from participation in the regulated secondary market, in Q3 2002 DM BZ WBK continued rendering its services to a number of companies whose shares are not publicly traded.

· BZ WBK Finanse i Leasing S.A. oraz BZ WBK Leasing S.A. (full consolidation)

The business development of both companies is outlined in the section related to the sale of the leasing products through Bank Zachodni WBK branch network.    

· AIB WBK Fund Management S.A. (full consolidation)

The company continues to manage NFI Magna Polonia and provide investment advice  to Nova Polonia PEF i Prospect Poland Fund. One of the achievements of AIB WBK FM in Q3  include the sale of the shares block in a company included in the NFI Magna Polonia fund.            

· BZ WBK Inwestycje Spółka z o.o. (full consolidation)

In Q3 2002,  BZ WBK Inwestycje Sp. z o.o. sold its shares in Gospodarstwo Rolne Niepruszewo Sp. z o.o.  At the same time, the company carried on its core business which is    searching for investors in its  holdings of shares and stock.  

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

The main line of the company’s business involves servicing lease contracts. The contracts in place provide for the repayment of lease liabilities by March 2011.  

BZ WBK AIB Asset Management S.A. oraz BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych  S.A. (consolidation under equity method)

Q3 was the best in terms of the new assets acquired for the portfolios of BZ WBK AIB Asset Management. Their value was PLN 23.2 m, of which  PLN 21.2 m represented  customers’ funds invested in the new savings product – Bond Portfolio Plus. As at 30 September  2002, assets aggregated in the portfolios totalled PLN 269.5 m. The total value of assets under the company’s management, including ARKA funds of BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych, equalled 895.3 m zł.

The business development of  BZ WBK AIB Towarzystwo Funduszy Inwestycyjnych in Q3 is outlined in the section related to the sale of mutual funds through Bank Zachodni WBK branch network.  
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