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SCOTIABANK REPORTS NET PROFIT OF $732 MILLION FOR 

HALF-YEAR ENDED APRIL 30,1998 

 
 
 
Scotiabank Jamaica recorded net profit after tax of $345 million for the quarter  
ended April 30, 1998, $42 million less than the previous quarter, taking its  
profit for the first half of 1998 to $732 million compared with $784 million, 
before exceptional item of $64 million gain on sale of shares, for the same period  
last year. 
 
Mr. William Clarke, Managing Director of Scotiabank, considered the bank's $732 million 
net profit, a decline of $116 million from the same period last year, predictable when 
viewed against the background of the difficult times facing businesses as they endeavour 
to cope with changing conditions such as reducing inflation, high real interest rates,  
and job losses in some sectors. These factors have also negatively affected the ability  
of some of our borrowers to service their loans as agreed, causing increased delinquency.  
However, said Mr. Clarke, the bank has prudently increased its provision for loan losses  
by $100 million which was charged against profits for this quarter and are included in 
the aforementioned results. 
 
Mr. Clarke also said the Group's business continues to grow and that the contribution  
of the subsidiaries to the Group's profit is increasing as they improve the market share  
of their products and services. 
 
CASH RESOURCES increased by $3.3 billion to $15.7 billion, as deposit growth outpaced 
loan growth, thus improving the bank's already strong liquidity position. 



 
INVESTMENTS grew by $1 billion to $10.4 billion of which 97% was Government of Jamaica  
securities held to meet statutory liquid assets and prudential reserves. This represents  
an increase of $2.1 billion over previous quarter end as new loan demand was inadequate  
to offset scheduled repayments, necessitating the acquisition of additional government 
securities to employ the increase in cash balances. The average yield on the portfolio 
was still below the average for the previous year but showed improvement from last quarter. 
 
PERFORMING LOANS stood at $19.1 billion, or $2.4 billion over the previous year. This was  
9% below the previous quarter-end as demand decreased in this quarter in keeping with the 
seasonal trend. The average yield on Scotlabank's total loans is down from the previous year, 
because the Bank deliberately reduced its lending rates in 1997 to stimulate growth, and  
there has been a significant increase in the level of non-performing loans for reasons 
mentioned earlier. However, the average yield for this quarter was better than that of the  
previous quarter as the average short term money market rates peaked in this quarter. 
In keeping with Scotiabank's endeavour to provide its many customers with the most 
favourable borrowing rates, the Bank offered further interest rate relief of 10%- 12%  
per annum to borrowers under its $750 Million Special Loan Facility to the productive sector. 
The interest rates on these loans are linked to the Treasury Bill rates and were contractually 
due to be increased from between 20% and 22% to 30% and 32% when they came up for half yearly  
review effective March 1, 1998, however the bank decided to offer rates between 18% and 22%  
until the next review date. This will assist not only the productive sector but the country 
as a whole, as it enhances the competitive position of our goods and services. 
 
NON-PERFORMING LOANS increased from $893 million at the previous quarter end to $1,130 million 
at the end of April 1998. This was also above the $502 million outstanding at April 30, 1997,  
partly due to a reduction, by statute, of the past due period after which loans are classified 
as non-performing from 180 days to 90 days. The Bank's total non-performing loans represent 5.9% 
of its total loans and 1.9% of its total assets. Mr. Clarke stated that most of these loans  
are collectible over time as they are, for the most part, adequately secured. 
 
Scotiabank made a provision for loan losses of $100 million for the six months ended 
April 30, 1998 compared with $30 million for the same period last year. Loans are reported net of 
specific provisions of $205 million and general provisions of $383 million. The total provisions  
at April 30, 1998 was $588 million or 52% of total non-performing loans and 3.0% of total loans. 
 
TOTAL ASSETS stood at $57.2 billion, up 9% from the previous year but down 0.5% from previous  
quarter-end. In excess of 60% of our total assets are held in direct obligations and/or  



guarantees of the governments of Jamaica, the United States of America, Canada and the United 
Kingdom. A further 6% is held with strong international banks highly rated by Moody's and 
Standard and Poor's, reknown international rating agencies. As a result of the high quality 
of our assets, Scotiabank's risk based capital adequacy ratio remains above 15%. far superior 
to the norm of 8%, established by the Bank of International Settlements for the protection  
of depositors. 
 
DEPOSITS stood at $43 billion, up 4% from previous year but down 4% from the previous quarter.  
This was due largely to seasonal swings in a few large accounts. Scotiabank Jamaica has improved  
its market share of deposits through aggressive pricing and improving customer service. 
 
STOCKHOLDERS' EQUITY now stands at $5.4 billion, up 16% from previous year. This results from  
Scotiabank's philosophy of prudently reinvesting a share of its profits in order to support 
further growth. The bank's deposits to capital ratio, excluding capital reserves, at April 30, 1998 
was 9 to 1 compared with 10 to 1 a year ago. This is far superior to the minimum statutory ratio 
requirement of 25 to 1 and amply demonstrates the strength of Scotiabank. 
 
NET INTEREST INCOME for the half year was $2,201 million, up $181 million from last year.  
The net interest margin declined gradually between the fourth quarter of 1996 and the fourth  
quarter of 1997, led by a reduction in the yield on Treasury Bills and other government securities.  
The impact of declining yield of these assets on net interest income was mitigated by the growth 
in the volume of earning assets during the same period. The net interest margin improved over last  
quarter as yield on our government securities improved in line with the market. As a result of this, 
our net interest profit for the quarter ended April 30, 1998 was $79 million above that of the 
previous quarter. 
 
OTHER REVENUE was $425 million, up $55 million or 15% from last year, but down $23 million from 
the previous quarter. The year over year increase reflects growth in business volumes while the  
quarter over quarter decrease reflects seasonal fluctuation. 
 
NON-INTEREST EXPENSES for the six months to April 30, 1998 amounted to $1.483 million, up  
$309 million from last year. This increase reflects personnel costs arising from an increased  
number of employees and the impact of the wage award for 1997 and negotiated settlement for 1998,  
charged against profits for this half year. 
 
PROVISION FOR LOAN LOSSES was $100 million, up $70 million from the previous year in line with the  
increase in non-performing loans. 
 



EARNINGS PER SHARE was 50 cents compared with 58 cents for the same period last year. 
 
RETURN ON EQUITY at quarter-end, annualised, was 27%. This was down from 35% last year, and from 
30% at the end of the previous quarter. 
 
RETURN ON ASSETS at quarter-end, annualised, was 2.6%. down from 3.2% last year and also from 
2.7% at the end of last quarter. The movements reflect the fluctuations in the Group's net 
interest margin for reasons mentioned earlier in this report. 
 
DIVIDEND: The Directors have declared an interim dividend of 10 cents per stock unit to stockholders 
on record as at June 9, 1998 payable on July 2, 1998. This dividend equates with the capital 
distribution of 10 cents per stock unit, paid to stockholders in the second quarter of 1997, 
after adjusting for the one for one bonus share issue of October 6, 1997. 
 
Scotiabank Jamaica thanks its many customers and shareholders for their continued display of 
confidence in the Bank. To our dedicated staff, we say thank you for your efforts as we work  
together on our mission of being the institution of choice for all users of financial services in Jamaica. 
 

 FINANCIAL HIGHLIGHTS 

 
                                           
                                             ($ Millions) 
                                            6 Months Ended 
  
                                         Apr. 30       Apr. 30 
                                            1998          1997 
 
Gross Operating Revenue                    4,713         4,733 
 
Total Interest income                      4,288         4,363 
Interest Paid on Deposits                  2,067         2,343 
Net Interest income                        2,201         2,020 
Other Revenue                                425           370 
Net Int. income & Other Revenue            2,626         2,390 
Staff Costs                                1,024           780 



Other Operating Costs                        459           394 
General Provision                            100            30 
Total Oper. Costs Incl. 
General Provision                          1,583         1,204 
Profit Before Tax & Exceptional Item       1,043         1,186 
Exceptional Item                              -             64 
Profit Before Tax                          1,043         1,250 
Taxation                                     311           402 
Net Profit                                   732           848 
Capital Distribution                           -           293 
Dividend                                     293             - 
Earnings Per Share Based 
 on 1,463,616,000                            500            58c 
Dividend Payout Ratio                         40%           35% 
Return on Equity at Quarter-end*              27%           35% 
Return on Assets at Quarter-end*            2.60%         3.10% 
 
*Annualised 
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