














A Passion for Asia

believe in yourself and have someone by your
side. An unfortunate accident 13 years ago
left me paralysed from the neck down. With
help from my mother, | support myself with a
full time job.

Despite his predicament, he displays an
uncommon strength, earning respect from
colleagues and friends.

I am Peter Loh and | work at DBS.
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“Value relationships

J

like them.

I am Meggie Pham and | work at DBS.

To save their sick child, a young couple left
home. Alone in a strange land, they called
out for help. | heard their cry, saw beyond.
And resolved to extend hope to others, just

Although miles away from Vietnam, a simple
request for rice moved her to set up a charity
to help children from her homeland.



Ten-Year Summary

Group 2007 2006 2005 2004 2003 2002 2001 2000 1999 1998
Selected Income Statement Items ($ millions)
Total income 6,163 5,344 4,338 4,479 4,265 4,143 3,387 2,931 2,855 1,876
Profit before allowances 3,545 2,975 2,312 2,523 2,473 2,333 1,670 1,686 1,791 1,121
Allowances 431 135 203 63 541 544 379 54 1,063 996
Profit before tax 3,224 2,910 2,163 2,509 1,992 1,797 1,469 1,675 866 44
Net profit excluding one-time

items and goodwill charges 2,487 2,175 1,649 1,938 1,491 1,285 907 1,389 897 112
One-time items ™ (209) 94 303 497 - 96 212 - 175 -
Goodwill charges - - 1,128 440 430 278 133 - - -
Net profit 2,278 2,269 824 1,995 1,061 1,103 986 1,389 1,072 112
Selected Balance Sheet Items ($ millions)
Total assets 233,591 197,372 180,204 175,671 159,479 149,425 151,429 111,208 106,465 100,037
Customer loans @ 108,433 86,630 79,462 69,659 64,330 60,704 68,202 52,024 54,370 56,215
Total liabilities 210,433 176,326 161,014 156,796 143,574 133,935 135,802 100,839 95,840 90,296
Customer deposits @ 153,572 131,373 116,884 113,206 108,041 101,315 106,771 80,721 82,268 73,858
Ordinary shareholders’ funds 20,048 18,242 16,291 16,011 14,259 13,681 13,007 9,899 9,921 7,800
Shareholders’ funds

(ordinary and preference) 20,481 18,675 16,724 16,444 14,818 14,241 13,602 10,495 10,876 9,812
Per Ordinary Share®
Earnings excluding one-time

items and goodwill charges 1.64 1.44 1.10 1.30 1.00 0.87 0.71 1.13 0.80 0.10
Earnings 1.50 1.50 0.54 1.33 0.71 0.75 0.77 1.13 0.97 0.10
Net tangible assets 9.35 8.21 6.99 6.08 4.67 4.07 5.38 8.14 8.42 7.68
Net asset value 13.20 12.08 10.87 10.72 9.69 9.30 8.98 8.14 8.42 7.68
Dividends @ 0.80 0.76 0.58 0.40 0.30 0.30 0.30 0.45 0.26 0.16
Selected Financial Ratios (%)
Dividend cover for ordinary

shares (number of times) 2.15 2.46 1.17 4.14 3.03 3.15 3.18 3.32 5.05 1.65
Cost-to-income 42.5 44.3 46.7 43.7 42.0 43.7 50.7 42.5 37.3 40.2
Return on assets excluding

one-time items and

goodwill charges 1.15 1.15 0.93 1.16 0.97 0.85 0.69 1.28 0.87 0.13
Return on assets 1.15 1.20 0.46 1.19 0.69 0.73 0.75 1.28 1.04 0.13
Return on shareholders’ funds

excluding one-time items

and goodwill charges 12.7 12.3 9.8 12.5 10.1 9.1 8.1 12.9 8.7 1.3
Return on shareholders’ funds 11.7 12.8 5.0 12.8 7.3 7.9 8.8 12.9 10.4 1.3
Non-performing loans rate 1.1 1.7 2.1 2.5 5.2 6.1 5.7 7.6 13.0 11.8
Loss allowance coverage 135 115 97 89 63 59 60 52 53 44
Capital adequacy

Tier | 8.9 10.2 10.6 11.3 10.5 10.3 12.2 14.4 15.7 14.6

Total 13.4 14.5 14.8 15.8 15.1 15.5 17.4 18.9 19.2 15.8

Prior years’ figures have been restated to reflect the effects on adoption of new or revised Financial Reporting Standards
(1) One-time items arise from gains from sale of properties and/or investments. 2007 includes allowance write-back for a Singapore property and impairment

charges for a Thai investment

(2) Including financial assets/liabilities at fair value through profit and loss
(3) Per ordinary share figures have been adjusted for bonus issues in 1998 and 1999, and a rights issue in 1998
(4) Dividend amounts are on a gross basis prior to the fourth quarter of 2007 and on a one-tier tax-exempt basis thereafter. 2000 and 2006 include special

dividends of 15 cents and 5 cents respectively

Annual Report 2007

DBS Group Holdings Ltd



Financial Highlights

NET PROFIT ATTRIBUTABLE TO SHAREHOLDERS

AND RETURN ON SHAREHOLDERS' FUNDS (“ROE")

2,487

INCOME AND COST-TO-INCOME RATIO

6,163
5,344
4,338 4,479

4,265 4,143

3,387

2,931 2,855

1,876

07 06 05 04 03 02 01 00
= Net Profit ($ millions)
= ROE (%)

CUSTOMER DEPOSITS AND LOANS @

153.6

99 98 07 06 05 04 03 02 01 00 99 98
= |ncome ($ millions)

== Cost-to-Income (%)

ASSET QUALITY

135

07 06 05 04 03 02 01 00

= Customer Deposits ($ billions)
= Customer Loans ($ billions)

(1) Excludes one-time items

99 98 07 06 05 04 03 02 01 00 99 98

== | 0ss allowance coverage (%)
== Non-performing loans rate (%)

(2) Includes financial assets/liabilities at fair value through profit or loss

DBS Group Holdings Ltd
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Leadership Viewpoint

LETTERTO
SHAREHOLDERS

“During the year, DBS' strong
operating performance
and broad-based growth
demonstrated that our
competitive advantage as
an Asia banking specialist
continues to gain traction.”




Asia’s economies surged ahead in
2007, showing resilience amid record
oil prices and global credit market
dislocations caused by the bursting
of the US housing bubble.

The US sub-prime mortgage crisis
which erupted in August hit financial
institutions worldwide. Banks in
Asia, while not immune to the
contagion, were affected to a

lesser extent than their Western
counterparts.

Against this backdrop, DBS
demonstrated that it was capable of
delivering consistent performance
even in challenging market
conditions.

Group net profit rose 14% to SGD
2.49 billion excluding one-time items,
bolstered by a strong showing across
businesses and geographies.

RECORD PERFORMANCE IN
CORE BUSINESSES

Reflecting the strength of DBS’
customer franchise in Asia, net
earnings were lifted by strong
revenue growth, even after taking
provisions for our collateralised debt
obligation (CDO) investments,
particularly those with exposure to
the US sub-prime market.

Having taken such provisions, we are
comfortable with our exposure to
CDOs in 2008. Our total exposure to
CDOs is SGD 1.50 billion as at end
January 2008. The size of our CDO
exposure will not pose a strain to our
strong balance sheet and capital
positions.

During the year, DBS’ strong

operating performance and broad-
based growth demonstrated that our

DBS Group Holdings Ltd

Bridging capital flows between the Middle East and Asia: DBS launched The Islamic Bank of Asia in May,
combining DBS’ Asia banking expertise with the extensive network of the Middle Eastern investors.

competitive advantage as an Asia
banking specialist continues to
gain traction.

Net interest income increased 14%

to a record SGD 4.11 billion, as loan
growth and a stronger focus on asset
and liability management more than
offset margin pressure. Our loan book
expanded by 25% to SGD 108.4
billion, led by corporate and SME
loans across the region as well as
Singapore consumer loans.

Net fee income rose 27% to a record
SGD 1.46 billion as a broad range of
fee activities grew.

We are also heartened that in an
uncertain environment, DBS’ asset
quality continues to be among the
best for Asian banks. The ratio of
non-performing loans improved from
1.7% in 2006 to 1.1% in 2007.
Allowance coverage also increased to
135% from 115% the year before.

MAKING OUR MARK AS AN ASIA
BANKING SPECIALIST

As a bank that lives and breathes
Asia, DBS takes pride in having

deep insights and an intuitive
understanding of how to do business
in the region. The bank is also
committed to strengthening our

Asia franchise, to better serve our
customers and meet their most
important needs.

e POSB, which became part of the
DBS family in 1998, celebrated its
130th anniversary with the
completion of a two-year initiative
to enhance the experience of
branch banking customers.

The rejuvenation of POSB’s

49 branches underscores DBS’
commitment to an iconic
Singaporean brand that represents
friendly neighbourhood banking
with a heart. Following the revamp,
POSB is able to serve customers
with bigger, brighter branches;

Annual Report 2007



Celebrating the birth of DBS China Limited: DBS was one of the first foreign banks to incorporate locally in
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China, further reinforcing our commitment to the Chinese market.

better-trained staff and innovative
financial solutions. The initiative
underscores DBS’ belief that we
need to be strong in our home
market as we expand abroad.

Islamic banking is a burgeoning
USD 400 billion business, and as an
Asia banking specialist, it is only
natural for us to be at the forefront.
To bridge growing capital flows
between the Middle East and Asia,
in May, DBS launched a new
subsidiary, The Islamic Bank of Asia
(IB Asia), in partnership with 34
investors from prominent families
and industrial groups based in the
Gulf Cooperation Council (GCC)
countries. Since commencing
business, IB Asia, whose initial focus
is corporate finance, capital markets
and private wealth management,
has turned a profit. IB Asia has also
set up its first representative office

10  Annual Report 2007

in Bahrain, marking its first step into
the GCC markets.

In Indonesia, where we are one of
the largest trade finance banks and
the fifth-largest foreign bank in
wealth management, 2007 was a
year in which we aggressively grew
our footprint. DBS has been in
Indonesia for 10 years, and the
market is an important one for us.

Last year, DBS Indonesia added 10
new branches and sub-branches to
its network. Today, we are in 18
locations in 9 cities. Network
expansion is central to DBS’ efforts
to grow our Enterprise Banking and
DBS Treasures Priority Banking
businesses in Indonesia, and will
continue apace. Our aim is to have
one of the largest foreign bank
networks with a presence in all
major cities.

e In Taiwan, DBS successfully bid for

the “good bank assets” of Bowa
Commercial Bank, giving us
significant inroads into the fourth-
largest economy and banking sector
in Asia ex-Japan. Following the
transaction, DBS will have a total of
43 distribution outlets across
Taiwan, of which 20 are in the
Taipei area. The investment
reinforces our Greater China
strategy, and enhances the bank’s
position as a leading provider of
financial services in Asia, and a
pioneer in wealth management.

DBS intends to leverage its
extensive footprint in Hong Kong,
and our growing presence in China,
to intermediate the increasing trade
and investment flows between
Taiwan, Hong Kong and China.

DBS Group Holdings Ltd



GAINING MOMENTUM IN CHINA
AND INDIA

China and India are two of the
fastest-growing economies in Asia,
and will exert increasing influence on
global economies. Better prospects
are also swelling the ranks of the
middle class in these two markets,
creating new opportunities for DBS
to offer financial advisory and
solutions to retail clients. Over the
year, DBS continued to position itself
to take advantage of the vast
opportunities that exist in

these markets.

e In May, DBS set up a local banking
subsidiary in China, making it one
of the first few foreign banks, and
the first Singapore bank, to
incorporate in China.

Headquartered in Shanghai, DBS
Bank China has a registered capital
of RMB 4 billion (USD 523 million)
and will focus on mid-caps and the
affluent priority banking segment.

The bank started operations just a
week after receiving approval from
the China Banking Regulatory
Commission. As a local subsidiary,
it is able to offer a comprehensive
suite of RMB products and services
to local residents in China, subject
to regulatory approval.

Leveraging this opportunity, in
October, DBS launched a range of
RMB deposit services, mortgage
loans as well as general insurance
products to local residents in
Shanghai.

As part of its five-year growth plan,
DBS China will strengthen its
presence in the Beijing-Tianjin
corridor, Yangtze River Delta, Fu-Xia
Cluster and the Pearl River Delta.

It will expand its existing branch

DBS Group Holdings Ltd

"Better prospects are swelling the

ranks of the middle class in China
and India, creating new opportunities
for DBS to offer financial advisory
and solutions to retail clients.”

network in Shanghai, Suzhou,
Beijing, Shenzhen and Guangzhou
into an integrated branch network
offering consumer banking,
corporate banking, enterprise
banking and investment

banking services.

In 2007, DBS Asset Management
(DBSAM) bought a 33% stake in
Changsheng Fund Management
Company, the first Asia-based asset
management company to invest in
a leading local fund management
company in China. Our strategic
investment and partnership with
Changsheng combines DBSAM's
expertise in investment
management with Changsheng's
local market knowledge and
distribution capabilities.

Changsheng was granted the
Qualified Domestic Institutional
Investor (QDII) licence in October.
With this approval, Changsheng,
one of the first six Sino-foreign fund
management companies to receive
approval under the QDII scheme,
will be able to help its clients invest
their funds in overseas markets.

In India, we are successfully rolling
out a wholesale banking platform;
adding factoring, SME liabilities,
treasury and wealth management
services to our suite of products
offered to institutional and
corporate clients in all major cities
across India.

Our Cholamandalam DBS Finance
partnership, in which we have a

Expanding aggressively in Indonesia: With the opening of 10 new branches and sub-branches in Indonesia
last year, DBS continues to grow its Enterprise Banking and DBS Treasures businesses.
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37.5% stake, has also grown
substantially. The consumer finance
venture has enabled us to penetrate a
new customer segment with a wide
range of products. In 2007, Chola
DBS grew its network around the
country to about 200 outlets.

CELEBRATING OUR 40-YEAR
HISTORY AND GROWING OUR
COMMITMENT TO ASIA

The Board is recommending a one-tier
tax-exempt dividend of 20 cents per
share for the fourth quarter following
a gross dividend payout of 20 cents
for each of the first three quarters of
2007. In 2006, DBS had paid out 71
cents of gross ordinary dividends.

In September, DBS launched a share
buyback programme of up to SGD
400 million for on-market purchases
of its ordinary shares. DBS intends to
hold the repurchased shares as
treasury shares, which may be used
for various corporate purposes
including employee benefit plans.
The programme enhances our
ongoing capital management efforts

“|'am proud to say that we have made

headway in instilling a stronger sense
of organisational pride and ownership

among our staff.”

and reaffirms our commitment to
improving shareholder returns. It also
complements our existing policy of
paying progressively rising ordinary
dividends to shareholders.

Our good 2007 financial results, amid
a volatile second half, would not have
been possible without the concerted
and collective efforts of all our 13,000
staff. I would like to thank our
colleagues, customers, partners and
shareholders for supporting us
throughout the year.

I would also like to express my
gratitude to my fellow board
members for their wise counsel and
invaluable contributions throughout
the year. Special thanks goes to CY
Leung (Leung Chun Ying), who

Neighbours first, bankers second: POSB celebrated its 130th anniversary with the revitalization of its

brand, bigger branches and better-trained staff.
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stepped down as a board director in
May. CY has been a board member
since July 2002, and we owe him a
debt of gratitude for his valuable
insights and perspective on doing
business in Hong Kong and China.

| also welcome Christopher Cheng,
who joined the DBS Boards in June.
Christopher is the Chairman of USI
Holdings Limited and Winsor
Properties Holdings Limited, both
part of the Wing Tai Group, a leading
property and lifestyle group in the
region. With Wing Tai Group’s
extensive business interests in Hong
Kong and China, we will greatly
benefit from his advice on the
business and political environment in
Greater China, where DBS is seeking
to expand our franchise.

In addition, | would like to thank
Jackson Tai, who stepped down in
December after eight years with the
bank, five of which as Vice-Chairman
and CEO, to spend more time with
his family in the United States. Jack
has helped to transform DBS from

a Singapore-centric bank into a
leading regional bank. As CEO, he
was instrumental in growing DBS’
geographical reach and strengthening
our Asian franchise.

After an extensive global search, we
appointed veteran banker Richard
Stanley as CEO in February 2008.
With his broad-based banking
experience in Asia, my fellow directors
and | are confident that he will help

DBS Group Holdings Ltd



L argest Occupancy

19 December

Anchoring Singapore’s new financial hub: DBS will lease 700,000 square feet in the heart of the new

Marina Bay Financial Centre from 2012 as part of its strategic occupancy programme.

DBS to grow its regional footprint,
diversify its revenue base and focus on
higher-return businesses.

DBS celebrates its 40th anniversary in
2008. DBS was set up in 1968 as a
development bank to help fuel
Singapore’s industrialisation efforts.
Today, we are not only Singapore’s
largest financial institution offering
full banking services in Singapore and
the region, we have built a second
hub in Hong Kong and a growing
presence in China, India and
Indonesia.

Our unique heritage gives us a deep
understanding of Asia, our customers
in the region and the local
communities in which we operate.
This serves as a strong platform for
our growing commitment to Asia.

What we want to nurture at DBS

is a culture of collaboration that
instinctively puts what'’s best for the
customer first and then to work hard,
as a team, to deliver that promise
with a can-do attitude.

DBS Group Holdings Ltd

I am proud to say that we have made
headway in instilling a stronger sense
of organisational pride and ownership
among our staff. Banking is ultimately
a people-driven business, and greater
employee engagement will translate
into a stronger sense of

empowerment and customer mindset.

| am encouraged that we have made
progress in this area as evidenced by
improved employee engagement
survey scores across the bank.

Over the past two years, we have
made DBS staff the highlight of our
regional brand campaigns. In 2006,
we featured the face of DBS Bank
through the energy, dynamism and
vibrancy of our staff. Last year, we
went beyond that to showcase the
mettle, character and spirit of
“can-do” of our employees.

To enable staff to give back to the
community, and to foster a greater
sense of teamwork among them, in
November, about 200 staff took time
off work to refurbish schools in
Jakarta, Mumbai and Shanghai.

As a leading financial institution,

we believe that DBS must not only
distinguish itself in the marketplace
through a relentless dedication to
service excellence, but also make a
positive difference in the communities
we operate in.

We have good momentum going into
2008. In spite of the problems in the
financial sector worldwide, banks in
Asia are not affected to the same
extent. DBS’ balance sheet is strong
and we are well-positioned to ride
Asia’s growth.

In order to build on our heritage and
enhance DBS’ stature in Asia’s
financial community, we must
improve our efforts to manage our
business in totality, build a strong DBS
culture and centre all our efforts on
our customers.

I am very proud of my colleagues at
the Bank who have achieved much in
2007. | also believe that we can do
more, with the depth and breadth

of talent within the Bank. | remain
confident that we will be able to
further seize opportunities and
transform DBS into one of the most
respected and admired financial
institutions anchored in Asia.

Koh Boon Hwee
Chairman, DBS Group Holdings

Annual Report 2007
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1. KOH BOON HWEE

Chairman

Appointed 15 June 2005, he assumed
the role of Chairman of the Board of
Directors of DBS Group Holdings and
DBS Bank Ltd on 1 January 2006. He is
Executive Director of MediaRing Ltd and
Chairman and CEO of Sunningdale Tech
Ltd. He is also Chairman of the Board of
Trustees of Nanyang Technological
University, and among the other boards
he serves on are Temasek Holdings Pte
Ltd, Agilent Technologies, Inc. and the
Hewlett Foundation. He started his
career at Hewlett Packard and rose to
become its Managing Director in
Singapore, a post he held from 1985

to 1990. From 1991 to 2001, he was
Executive Chairman of the Wuthelam
Group. Mr Koh is Chairman of the
Board Credit Committee and the Board
Strategy and Planning Committee. He
also serves on the Compensation and
Management Development Committee
and the Nominating and Board Risk
Management Committees. Age 57.

2. JACKSON TAI

Vice Chairman & Chief Executive Officer
(Stepped down 31 December 2007)
Appointed 13 May 2001, he has been
Chief Executive Officer since June 2002.
A United States citizen, he joined DBS in
1999 as Chief Financial Officer and was

16 Annual Report 2007

made President and Chief Operating
Officer in January 2001. Prior to joining
DBS, Mr Tai served 25 years at J.P.
Morgan & Co as an investment banker.
He is also a director of Capitaland Ltd
and the Islamic Bank of Asia Ltd.

Age 57.

3. FRANK WONG KWONG SHING
Chief Operating Officer

Appointed 16 September 2003, he is
Chief Operating Officer of DBS Group
Holdings and DBS Bank, Vice Chairman
of DBS Bank, Chairman of DBS Bank
(Hong Kong) and Chairman of DBS Bank
(China). A British citizen, he brings over
30 years of experience in financial
markets, having worked for Citibank, J.P.
Morgan and NatWest Markets, and in
Hong Kong, Frankfurt, London and
Singapore. He has served as Chairman
of the HK Futures Exchange and as
member of the Foreign Exchange and
Money Market Practices Committee of
the HK Association of Banks. Mr Wong
is also Director of China Mobile Limited,
National Healthcare Group Pte Ltd

and Mapletree Investments Pte Ltd.

Mr Wong sits on the Board Credit
Committee and the Board Strategy and
Planning Committee. Age 60.

4. ANG KONG HUA

Director

Appointed 21 March 2005, he is
Executive Director of NatSteel Ltd in
charge of strategic matters. Prior to
this, he was Chief Executive Officer of
NatSteel for 28 years. Mr Ang also
serves on the boards of Neptune Orient
Lines Ltd, Yantai Raffles Shipyard Ltd
and the Government of Singapore
Investment Corporation. He was
formerly Chairman of Singapore
Telecommunications Ltd and Singapore
Post Pte Ltd. Mr Ang is Chairman of the
Audit Committee and also serves on the
Nominating Committee. Age 64.

5. ANDREW ROBERT

FOWELL BUXTON

Director

Appointed on 17 February 2006,

Mr Andrew is a career banker, who
capped an illustrious 36-year career at
Barclays Bank Plc with his appointment
as Chairman in 1993, a position he held
until his retirement from the executive
board in 1999. He was President of the
British Bankers Association from 1998 to
2002 and a Member of the Court of the
Bank of England from 1997 to 2001.

Mr Buxton was honoured for his services
to international trade at the Queen’s
Birthday Honours in June 2003 when he
was made a Companion of the Most

DBS Group Holdings Ltd



Distinguished Order of St. Michael and
St. George. Mr Buxton is Chairman

of the Board Risk Management
Committee, and sits on the board of
Islamic Bank of Asia Ltd. Age 68.

6. CHRISTOPHER CHENG WAI CHEE
Director

Appointed 1 June 2007, he is the
Chairman of USI Holdings Limited and
Winsor Properties Holdings Limited.

He is also a director of Eagle Asset
Management (CP) Limited (as manager
of Champion Real Estate Investment
Trust), NWS Holdings Limited and New
World China Land Limited. Mr Cheng is
currently a director of the Hong Kong
Securities & Futures Commission, and

a member of several regulatory and
non-profit organisations, including the
Exchange Fund Advisory Committee
(defacto board of Hong Kong Monetary
Authority), the International Council of
INSEAD, Yale University’s President’s
Council on International Activities and
the University of Hong Kong. He is
currently chairman of the Standing
Committee on Judicial Salaries and
Conditions of Service. He was appointed
a JPin 1985, awarded an O.B.E. in 1992
and a GBS in 2004. Mr Cheng sits on
the Audit Committee, and on the
boards of DBS Bank (China) Ltd and
DBS Bank (Hong Kong) Ltd. Age 59.

7. GOH GEOK LING

Director

Appointed 3 May 2004. Prior to his
retirement in October 1999, he was in
the electronics industry for 29 years. He
spent 28 years with Texas Instruments
Singapore Pte Ltd where he last held the
post of Managing Director. Following
the acquisition of Texas Instruments
Singapore’s assets by Micron Technology
Incin 1998, he became the Managing
Director of Micron Semiconductor Asia
Pte Ltd. Mr Goh is also a Council
Member of Nanyang Technological
University. Mr Goh is a member of the

DBS Group Holdings Ltd

Audit Committee, Board Credit
Committee, the Compensation and
Management Development Committee
and the Board Strategy and Planning
Committee. Age 66.

8. KWA CHONG SENG

Director

Appointed 29 July 2003, he is Chairman
and Managing Director of ExxonMobil
Asia Pacific Pte Ltd and the Lead
Country Manager for the ExxonMobil
group of companies in Singapore. He is
also Deputy Chairman of Temasek
Holdings (Pte) Ltd and a director of
Sinopec SenMei (Fujian) Petroleum
Company Ltd. Mr Kwa also serves on
the Public Service Commission. Mr Kwa
is Chairman of the Compensation and
Management Development Committee
and member of the Board Credit
Committee and the Board Strategy and
Planning Committee. Age 61.

9. NARAYANA MURTHY

Director

Appointed 19 August 2003, he is
Chairman of Infosys Technologies Ltd,

a company he co-founded and in which
he had served as Chief Executive Officer
for 20 years. An Indian citizen, he is also
Chairman of the Indian Institute of
Information Technology, Bangalore

and sits on the Board of Trustees of
Singapore Management University.

He is also a director of Unilever PLC and
of the United Nations Foundation. Mr
Murthy is Chairman of the Nominating
Committee, and a member of the
Compensation and Management
Development Committee. Age 61.

10. PETER ONG BOON KWEE
Director

Appointed 26 March 2003, he is
Permanent Secretary at the Ministry of
Trade and Industry. Prior to that, he was
Permanent Secretary at the Ministry of
Transport and Second Permanent
Secretary (Defence) at the Ministry of

Defence. From 1998 to 2000, he was
seconded to Temasek Holdings (Pte)

Ltd as an Executive Vice President. He

is also the current Chairman of the
Maritime and Port Authority and Deputy
Chairman of the Singapore Cooperation
Enterprise. Mr Ong is a member of the
Board Risk Management Committee.
Age 46.

11. JOHN ALAN ROSS

Director

Appointed 6 February 2003, he is a
retired banker. Prior to his retirement in
February 2002, he was Corporate Chief
Operating Officer for the Deutsche Bank
Group. Before joining Deutsche Bank in
1992, he spent 21 years at the Bank

of New York, where he was last its
Executive Vice President, Head of Global
Asset and Liability Management. A
United States citizen, Mr Ross acts as a
Trustee of the German Marshall Fund
and of the Metropolitan Opera Guild. In
addition to serving on the board of DBS
Bank (China) Ltd, Mr Ross is a member
of the Board Risk Management and
Nominating Committees. Age 63.

12. WONG NGIT LIONG

Director

Appointed 3 May 2004, he is the
Chairman and Chief Executive Officer of
the Venture Group of companies. He is
also a board member of Royal Philips
Electronics, Chairman of the NUS Board
of Trustees, and a member of the
Research Innovation and Enterprise
Council. Mr Wong sits on the Audit
Committee, the Nominating Committee
and Compensation and Management
Development Committee. Age 66.
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Industry Buzz

DBS continued to garner numerous accolades in 2007 reflecting our expertise across
corporate and investment banking, global financial markets, consumer banking, wealth
management, and our focus on risk management and corporate governance. Some

choice awards are listed here.

Asiamoney
e Best Bank Awards (Singapore)
— Best Domestic Bank
— Best Domestic Equity House
— Best Domestic Debt House
e Corporate Governance Poll (Singapore)
— Best Overall for Corporate Governance
— Best for Disclosure & Transparency
e Brokers Poll (Singapore)
— Best Local Brokerage
— Best Overall Country Research
e FX Poll (Singapore)
— Best Domestic Providers of FX Services
(as voted by Corporates)

The Asian Banker
e Best Retail Bank in Singapore

Asia Risk
e House of the Year (Singapore)
e Asia Risk End-User Survey
— Top 10 Asia Banks
— Top 3 SGD Products (Interest Rate
Swaps, Interest Rate Options,
Currency Options)

The Asset
e The Asset Asian Awards (Singapore)
— Best Domestic Bank
— Best Domestic Investment Bank
— Best Equity House
e The Asset Transaction Banking Awards
— Best Transaction Banking (Singapore)
— Best Trade Finance (Singapore)
— Best Trade Finance (Indonesia)
— Best Domestic Custody (Singapore)
— Best Sub-Custodian (Singapore)
— Best Cash Management (Singapore)
e The Asset Annual Corporate
Governance Rankings
— Singapore Best 60 Companies — No. 1

The Banker
e Best Bank (Singapore)
e Top 25 in Asia (Ranked 13th)
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The Edge-Lipper Singapore Fund Awards
e Best Fund Over 3, 5 and 10 Years

(Bond Global)
e Best Fund Over 5 and 10 Years

(Equity Singapore)

Euromoney
e Best Local Private Bank (Singapore)
e Best Local Private Bank (Hong Kong)

Euroweek
e Asian Review of the Year
— Best Arranger of Loans for Singapore
Borrowers
— Best Arranger of Loans for Indonesian
Borrowers
— Best Southeast Asian Syndicated Loan
of the year
— South Asian Syndicated Loan of
the Year

Factors Chain International

e Export Factor Growth Award
(International)

e Marketing Promotion Award
(International)

FinanceAsia
e Country Awards for Achievement
(Singapore)
— Best Bank
— Best Investment Bank
— Best Equity House
— Best Bond House
— Best Broker
— Best Forex Bank
e Year-End Achievement Awards
— Best Small Cap Equity House

Global Finance

e World's Best Foreign Exchange Banks
— Regional Winner (Southeast Asia)
— Country Winner (Singapore)

e World's Best Sub-Custodians
— Country Winner (Singapore)

e World's Best Banks
— Country Winner (Singapore)

e World's Best Internet Banks
— Best Consumer Internet Bank

(Singapore)

Global Investor
e Global Investor Award
— Asia Sub-Custody, Singapore — No. 1
(weighted scores)

IFR Asia

e Singapore Capital Markets Deal of the
Year — DBS’ USD 2 billion Lower Tier 2
Global Bond

OpRisk & Compliance
e Operational Risk and Compliance
Achievement Award
— Basel Il Standardised or Alternative
Standardised Operational Risk
Framework

Reader’s Digest Trusted Brand Awards

e DBS - Gold Award for Banks

e POSB - Gold Award for Banks

e DBS Asset Management — Gold Award for
Investment Fund Companies

Securities Investors Association
(Singapore)
e SIAS Investor’s Choice Awards
- Most Transparent Company for
Finance Category

Standard & Poor’s Singapore

Fund Awards

® Fixed Income Global (3 and 5 Years)
e Equity Singapore (5 Years)

Structured Products
e Structured Products Awards
— Best in Singapore

Thomson Financial

e Mergers & Acquisitions Financial Advisors
— Asia ex-Japan — No. 6 (No. of Deals)

DBS Group Holdings Ltd



Igniting the Can-do Spirit

I\ ] .
g fiv

4



(from left to right) > Artwork from youth outreach programme “DBS Art on the Move” getting admiring glances from DBS Hong Kong's
senior management. > DBS offices were decked with “can-do” messages to help instill a sense of organisational pride.

DBS staff from Singapore, Hong Kong
and India were sprucing up a school in
Mumbai that offers free education to
the children living in nearby slums.

Oblivious to their paint-splattered faces
and clothes, they were completely
engrossed in getting the paintwork
done. Some even deftly clambered up

ladders to cover the hard-to-reach areas.

“This trip made me realise that in
however small a way, | can actually

make a difference in someone else’s life.

That is very empowering for me,”
commented Yong Chung Hau from
Singapore.

The Mumbai trip was one of three
Corporate and Social Responsibility

projects that DBS implemented last year.

As a bank that lives and breathes Asia,
we recognise the importance of
educating the young because they hold
the key to Asia‘s future.

Indonesia — DBS worked with
Sampoerna Foundation to offer 600
scholarships and provide training for
100 teachers. About 150 DBS
Indonesia staff and 20 colleagues
from Singapore and Hong Kong
spent the weekend scrubbing,
cleaning and painting the compound
of a run-down junior high school in
downtown Jakarta.

India — DBS worked with World
Vision and Aseema to improve the
infrastructure of two schools in
Mumbai. DBS staff from Hong Kong
and Singapore joined their colleagues
in India to paint classrooms and
create murals.

China — About 20 colleagues from
Singapore and Hong Kong planted

a rooftop garden together with
children at a Shanghai boarding
school. Preserving the environment is
a growing concern in China, and the
initiative aimed to raise awareness of

the issue among the young while
cultivating the values of responsibility
and patience.

In the process of helping the children,
our colleagues not only forged
teamwork with one another but also
built rapport across different business
units and markets.

Janice Lee from Hong Kong said: “I got
to know my colleagues a lot better on
this trip, even those from Singapore!
This is a very precious opportunity as we
have colleagues from both Hong Kong
and Singapore working together with a
common purpose.”

Celebrating our own “Can-do”
Heroes

To instill a powerful sense of
organisational pride and belonging, we
featured the energy and dynamism of
our colleagues in a regional brand
campaign in 2006. Last year, we took it
further by showcasing real-life examples

"GOING OFF THE BEATEN TRACK
OPENS UP A NEW WORLD."

Hendra Saputra — DBS Indonesia
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(from left to right) > DBS staff made a difference by giving more than 1,800 children living in Mumbai slums an improved learning environment.

> At DBS, we acknowledge the passion, commitment and ‘can-do’ spirit in each of our 13,000 plus staff.

of how some DBS colleagues lived
adventurously, met physical challenges
with confidence and gave back to the
community with passion and
commitment.

They embody the New Asia spirit and
are heartwarming examples of the
“can-do” attitude of our 13,000
employees across the globe.

Singaporean Peter Loh overcame his
physical disabilities to support himself
with a full-time job with the help of his
mother. Manjula Shetty from DBS India
volunteers selflessly to be mother,
mentor and provider to the children at
an orphanage.

“We highlighted these true and
inspiring stories of DBS staff because we
wanted our colleagues to realise their
full potential and know that they can
make a difference,” said Karen Ngui,
MD & Head of Group Strategic
Marketing & Communications.

DBS Group Holdings Ltd

For the Children of Asia

“Will you come back to play with us?”
asked a child from a special needs
school in Hong Kong.

DBS Hong Kong partnered Hong Kong
Youth Arts Foundation to present an art
outreach programme called “DBS Art on
the Move" in celebration of the 10th
Anniversary of HKSAR.

DBS Hong Kong CEO Amy Yip noted:
2007 was a historically significant year
for Hong Kong and we were keen to
celebrate this moment with the
community. Time and again, Hong Kong
has overcome adversity and gone from
strength to strength due primarily to the
energy and creativity of our citizens. We
hope to hand over this New Asia spirit
to our next generation.”

By transforming Hong Kong’s bauhinia
emblem into vibrant art creations, the
programme aimed to instill an
appreciation of Hong Kong’s rich

heritage through a series of traditional
Chinese folk art workshops. Led by
senior management, staff volunteers
conducted workshops at selected
schools, including those for under-
privileged children.

Over at DBS Indonesia, our colleagues
took the fasting month of Ramadan as
an opportunity to build closer ties with
the community. They lovingly prepared
meals and invited children from a local
orphanage to break fast together.

Investing in Our People

DBS’ achievements over the years would
not have been possible if not for the
hard work and dedication of our 13,000
plus colleagues.

To celebrate the commitment and
loyalty of our long-serving colleagues,
senior management hosted a special
service recognition award ceremony for
260 of them, where they spent a
pleasant afternoon catching up with

"WHERE THERE IS HOPE,

THERE CAN BE HAPPINESES.”

Manjula Shetty — DBS India

Annual Report 2007
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(from left to right) > Our regional brand campaign in 2007 celebrated true and inspiring stories from our own staff. > Besides bringing
Joy, DBS staff also taught the children in a Shanghai boarding school the importance of protecting the environment.

old friends and regaling each other with
war stories.

DBS is beginning to see improved
employee engagement as greater
emphasis is placed on people
management; better training and
development plans are provided; and
good performance is recognised.

Under the sponsorship of Chairman Koh
Boon Hwee, we launched our first
bank-wide people management
programme comprising two modules -
the two-day Performance Management
workshop and the three-day residential
module “Managing People in DBS".

As testimony to DBS' expertise in
developing training programmes, we
were the first bank to be awarded the

" Accredited Financial Training Provider”
status by the Institute of Banking and
Finance, the Singapore body tasked with
appointing training providers for
programmes covering all financial
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services disciplines. DBS received

the accreditation for putting

together comprehensive development
programmes for “Corporate

Banking Relationship Management —
Enterprise Banking”.

Promoting Work-life Harmony

As a strong advocate, DBS regularly
conducts activities to promote work-life
harmony. During Kids@Work day, staff
were encouraged to bring their children
to the office so that they could see their
parents at work. DBS Hong Kong's
Family Day saw an overwhelming 2000
staff and their families enjoying
themselves at Ocean Park.

Similar staff bonding activities were
organised at various offsite gatherings
in India and Indonesia, forging stronger
ties among colleagues.

Providing further support to our staff in
both their work and personal life, an
Employee Assistance Program set up in

Hong Kong allowed staff and their
family members to call up professional
counselors to talk about any matter
related to work, family or stress.

One Bank, One Team, One
Heartbeat

We have seen encouraging results in
2007 from efforts to increase employee
engagement and to exemplify our core
values through the celebration of our
staff “can-do heroes”. The community
service projects in three Asian countries
have also gone some way to help our
colleagues realise that they can play a
part in shaping the lives of less
privileged children in Asia.

We will continue to reinforce our
‘can-do’ spirit across the organisation in
2008, moving forward as One Bank,
One Team, One Heartbeat.

SMALL STEPS CAN MAKE

A BIG DIFFERENCE.”

Sean Goh - DBS Singapore

DBS Group Holdings Ltd



OVERVIEW

2007 2006 % chg
Selected income statement items ($m)
Net interest income 4,108 3,591 14
Net fee and commission income 1,462 1,155 27
Net trading income 180 522 (66)
Net income from financial instruments designated at fair value (86) (192) 55
Net income from financial investments 450 229 97
Other income 49 39 26
Total income 6,163 5,344 15
Less: Expenses 2,618 2,369 11
Profit before allowances 3,545 2,975 19
Less: Allowances for credit and other losses 431 135 >100
Share of profits of associates 110 70 57
Profit before tax 3,224 2,910 11
Net profit 2,487 2,175 14
Add: One-time items (209) 94 nm
Net profit including one-time items and goodwill charges 2,278 2,269 0
Selected balance sheet items ($m)
Customer loans' 108,433 86,630 25
Interbank assets’ 24,564 26,515 (7)
Total assets 233,591 197,372 18
Customer deposits? 153,572 131,373 17
Total liabilities 210,433 176,326 19
Shareholders’ funds 20,481 18,675 10
Key financial ratios (excluding one-time gains and goodwill charges) (%)
Net interest margin 2.17 2.20 -
Non-interest/total income 33.3 32.8 -
Cost/income ratio 42.5 44.3 -
Return on assets 1.15 1.15 -
Return on equity 12.66 12.33 -
Loan/deposit ratio 70.6 65.9 -
NPL ratio 1.1 1.7 -
Specific allowances (loans)/average loans (bp) 9 19 -
Tier-1 capital adequacy ratio 8.9 10.2 -
Total capital adequacy ratio 13.4 14.5 -
Per share data ($)
Per basic share
— earnings excluding one-time items and goodwill charges 1.64 1.44 -
—earnings 1.50 1.50 -
— net book value 13.20 12.08 -
Per diluted share
— earnings excluding one-time items and goodwill charges 1.57 1.39 -
—earnings 1.44 1.45 =
— net book value 12.93 11.84 -

1 Includes financial assets at fair value through profit or loss
2 Includes financial liabilities at fair value through profit or loss
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The Group generated net profit of $2,487 million in 2007
excluding one-time items, a 14% increase over the prior year,
and a 14% compounded annual growth over five years, as
the Group capitalised on continued economic strength in the
region to build its customer franchise.

A one-time net charge of $209 million was recorded in 2007,
comprising $264 million of impairment charges on the Group’s
investment in TMB Bank in Thailand offset by a $55 million
gain from an allowance write-back for a property in Singapore.
In comparison, a one-time gain of $94 million from the sale

of buildings was booked in 2006. Including these items, the
Group’s reported net profit amounted to $2,278 million in
2007 compared to $2,269 million in 2006. The following

commentary excludes the effects of these non-operating items.

Total income reached $6,163 million in 2007, an increase of
15% compared to 2006. The rise was driven by higher net
interest income and non-interest income. Net interest income
grew 14% to $4,108 million in 2007, primarily due to higher

loan volumes across most business and geographical segments.

For the year, net customer loans expanded 25%, the fastest
growth recorded since 2001.

Non-interest income rose 17% to $2,055 million, with higher
net fee income and gains on sales of financial investments
partially offset by lower trading income. Net fee income rose
27% to $1,462 million for a ninth consecutive year of growth
as both corporate and consumer activities grew.

Net trading income, affected by US subprime mortgage
concerns, declined from $522 million to $180 million. Wider
spreads in the credit markets led to lower mark-to-market
values of trading securities and credit-linked derivatives. The
decline in net trading income included $136 million of mark-

NET INTEREST INCOME

to-market losses for collateralised debt obligations (CDOs) in
Red Orchid Secured Assets (Rosa), a fully-consolidated conduit.
Subsequent to 31 December 2007, Rosa was liquidated, its
CDOs dismantled and its component risks transferred to the
trading book to be hedged and managed.

Gains on sales of financial investments were $450 million in
2007, up from $229 million a year ago, as the Group took
profits on some equity positions.

The cost-income ratio improved to 42% from 44% a year
ago through continued cost management. Expenses rose
11% to $2,618 million. Staff costs increased 11% to $1,384
million, reflecting tight labour markets and a 13% increase in
headcount to support business expansion.

The credit environment remained benign. The non-performing
loan ratio fell to 1.1% from 1.7% in 2006. Specific allowances
for loans fell 42% to $92 million. Total allowances, however,
increased due to allowances for investment CDOs which
amounted to $270 million. At the end of 2007, the Group had
set aside allowances amounting to 90% of its investment CDOs
with exposure to US sub-prime mortgages.

The Group’s return on assets was unchanged from a year ago
at 1.15%, while return on equity improved to 12.7% from
12.3%.

There were no significant accounting changes for the year.
Goodwill was tested for impairment using the same

methodology and key assumptions as the previous year.
Goodwill for all entities tested was found to be intact.

2007 2006

Average Average Average Average

balance Interest rate balance Interest rate
Average balance sheet ($m) ($m) (%) ($m) ($m) (%)
Interest-bearing assets
Customer loans 97,423 5,405 5.55 82,561 4,559 5.52
Interbank assets 37,596 1,261 3.35 30,718 1,001 3.26
Securities 53,996 2,424 4.49 49,908 2,249 4.51
Total 189,015 9,090 4.81 163,187 7,809 4.79
Interest-bearing liabilities
Customer deposits 141,232 3,079 2.18 123,779 2,746 2.22
Other borrowings 38,864 1,903 4.90 31,713 1,472 4.64
Total 180,096 4,982 2.77 155,492 4,218 2.71
Net interest income/margin 4,108 2.17 3,591 2.20
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Net interest income rose 14% to record $4,108 million in 2007.
This amount represented 67% of the Group’s total income in
2007, little changed from a year ago.

Average interest-earning assets expanded 16% to $189,015
million, with the asset mix improving as the proportion of

customer loans increased.

Volume and rate analysis ($m)

Overall asset yields rose two basis points to 4.81%, slower
than liability costs which rose by six basis points to 2.77%. As
a result, the Group’s net interest margin narrowed from 2.20%
10 2.17%.

The table below indicates that higher volumes had a greater
impact on net interest income growth in 2007 than interest
margins.

Increase/(decrease) due to change in Volume Rate Net change
Interest income

Customer loans 821 25 846
Interbank assets 224 36 260
Securities 184 9) 175
Total 1,229 52 1,281

Interest expense

Customer deposits 387 (54) 333
Other borrowings 329 102 431

Total 716 48 764
Net interest income 513 4 517
NET FEE AND COMMISSION INCOME

($m) 2007 2006 % chg
Stockbroking 250 141 77

Investment banking 171 150 14
Trade and remittances 206 190 8
Loan related 232 166 40
Guarantees 36 30 20
Deposit related 78 79 (1)
Credit card 132 115 15

Fund management 43 62 (31)
Wealth management 249 170 46
Others 65 52 25

Total 1,462 1,155 27

Net fee and commission income grew 27% from a year ago to
$1,462 million from a wide range of corporate and consumer

activities. Net fee income accounted for 24% of total income,

above the 22% in 2006.

Stockbroking commissions climbed 77% to $250 million from
buoyant equity markets in Singapore and Hong Kong. The
Group's growing customer franchise resulted in higher wealth
management product sales and credit card transactions. Wealth
management fees rose 46% to $249 million as unit trust sales
grew 51% to $5,735 million, while credit card fees rose 15%
to $132 million as average spend per card increased.

DBS Group Holdings Ltd

Investment banking and loan-related fees were 14% and 40%
higher respectively as capital market activities increased across
the region. DBS continued to do well in various domestic
league tables during the year, such as bookrunning Singapore
dollar bonds, arranging syndicated loans, advising on M&A
deals and underwriting real estate investment trusts.
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OTHER NON-INTEREST INCOME

(Sm) 2007 2006 % chg
Net trading income 180 522 (66)

From trading businesses 196 532 (63)

From other businesses (16) (10) (60)
Net income from financial instruments designated at fair value (86) (192) 55
Net income from financial investments 450 229 97
Net gain from fixed assets 6 10 (40)
Others 43 29 48
Total 593 598 (1)

Other non-interest income fell 1% to $593 million as a decline
in net trading income from $522 million to $180 million was
offset by a net gain in financial investments.

Net trading income decreased as higher trading gains in equity,
interest rate and foreign exchange markets were more than

offset by mark-to-market losses on structured credit trading
activities and CDOs held by Rosa.

Net income from financial investments rose from $229 million
to $450 million as a result of profit-taking on some equity
holdings.

EXPENSES

($m) 2007 2006 % chg
Staff 1,384 1,244 11
Occupancy 216 193 12
Computerisation 428 404 6
Revenue-related 135 105 29
Others 455 423 8
Total 2,618 2,369 11

Expenses increased 11% to $2,618 million.
Staff costs rose 11% as headcount grew 13% to 14,523.
Headcount increased primarily in Singapore, Greater China and

Indonesia to support business expansion.

ALLOWANCES FOR CREDIT AND OTHER LOSSES

Computerisation expenses were 6% higher due to expenses
for major ongoing projects such as Basel Il implementation and
core banking.

($m) 2007 2006 % chg
General allowances (“GP") 202 88 >100
Specific allowances (“SP”) for loans 92 159 (42)
Singapore (22) 79 nm
Hong Kong 69 78 (12)
Other countries 45 2 >100
Specific allowances (“SP”) for securities, properties and other assets 137 (112) nm
Total 431 135 >100
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Total allowances increased to $431 million from $135 million in
2006.

Part of the increase was due to $243 million of allowances
charged to the income statement for investment CDOs,
comprising $93 million in general allowances and $150 million
in specific allowances.

In addition, there was also an increase in general loan
allowances due to the strong growth in loans and

commitments during the year.

Specific allowances for loans declined to $92 million from
$159 million in 2006 as credit conditions remained benign.

PERFORMANCE BY BUSINESS UNIT

There were write-backs in Singapore and lower charges in
Hong Kong. By business unit, the decline was due to Consumer
Banking and Enterprise Banking. Specific allowances for loans
amounted to 9 basis points of average loans, compared to 19
basis points in 2006.

In 2006, there had been a net write-back of $112 million
in specific allowances for the recovery of corporate debt
securities and a write-back for buildings in Singapore as market

valuations improved.

($m) CBG EB (d]:] GFM CTuU Central Ops

2007

Net interest income 1,718 792 736 946 349 (433)
Non-interest income 688 395 552 78 16 326

Total income 2,406 1,187 1,288 1,024 365 (107)
Less: Expenses 1,091 375 421 516 31 184

Profit before allowances 1,315 812 867 508 334 (291)
Less: Allowances 23 103 209 5 262 (171)
Share of profits of associates 0 0 0 13 0 97

Profit before tax 1,292 709 658 516 72 (23)
Net profit 1,060 583 510 420 51 (137)
2006

Net interest income 1,765 736 592 595 280 (377)
Non-interest income 514 330 585 274 (64) 114

Total income 2,279 1,066 1,177 869 216 (263)
Less: Expenses 985 338 376 411 31 228

Profit before allowances 1,294 728 801 458 185 (491)
Less: Allowances 52 119 77 (3) (5) (105)
Share of profits of associates 0 0 0 5 0 65

Profit before tax 1,242 609 724 466 190 (321)
Net profit 1,001 500 603 383 166 (478)

A description of DBS’ reported business unit segments can be
found in Note 52.1 of the financial accounts on page 107.

Consumer Banking (CBG)

CBG’s total income rose 6% from a year ago as a 3% decline in
net interest income was more than offset by a 34% rise in non-
interest income. Interest income was lower despite increased
loan and deposit volumes as deposit margins in Singapore and
loan margins in Hong Kong narrowed. Non-interest income
rose from higher wealth management product sales, as well as
increased credit card fees.

DBS Group Holdings Ltd

Expenses grew 11% mainly from higher staff and operating

costs in Singapore and Hong Kong. Expenses were also higher
in Indonesia where 12 Treasures priority banking centres were
opened during the year.

Total allowances fell as higher general allowances for loan

growth were more than offset by lower specific allowances in
Singapore and Hong Kong as credit quality improved.
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Enterprise Banking (EB)

EB’s net interest income increased 8% as the benefits of higher
loan and deposit volumes in Singapore and Hong Kong more
than offset the effects of lower interest margins in Hong Kong.
Non-interest income rose 20% led by higher sales of treasury
products, such as foreign currency hedging instruments, in
Hong Kong.

Expenses grew 11% due to mainly higher wage and operating
costs. Total allowances fell 13% as a decline in specific
allowances more than offset an increase in general allowances.

Corporate and Investment Banking (CIB)

CIB's net interest income grew 24% from higher loan and
deposit volumes, while non-interest income fell 6% as the
benefits of higher investment banking and capital market
activities across the region were more than offset by marked-
to-market losses for Rosa’s CDOs.

Compared to the previous year, expenses rose 12% from
higher wage and operating costs.

Global Financial Markets (GFM)

GFM’s total income rose 18%. Net interest income was higher
from increased money market activity. Non-interest income
declined as losses incurred from marked-to-market losses on
credit-linked trading instruments were partially offset by higher
stockbroking commissions.

Expenses increased 26% with both wage and non-wage costs
contributing to the rise.

Central Treasury (CTU) and Central Operations

CTU manages the Group’s asset and liability interest rate
positions as well as investments arising from the Group’s
excess liquidity. Central Operations encompasses a wide range
of activities from corporate decisions as well as income and
expenses not attributable to other business segments. Asset
management and private banking activities are also included in
this segment.

CTU’s total allowances in 2007 included the general and
specific allowances set aside for investment CDOs.

Total allowances rose due to higher general allowances for loan

growth.

PERFORMANCE BY GEOGRAPHY

Hong Rest of South, Rest of
($m) S'pore Kong  Greater China S-East Asia world
2007
Net interest income 2,719 1,064 100 151 74
Non-interest income 1,223 554 106 118 54
Total income 3,942 1,618 206 269 128
Less: Expenses 1,611 698 109 141 59
Profit before allowances 2,331 920 97 128 69
Less: Allowances 186 96 40 77 32
Share of profits of associates 10 0 13 87 0
Profit before tax 2,155 824 70 138 37
Net profit 1,627 686 72 106 (4)
2006
Net interest income 2,255 1,145 47 90 54
Non-interest income 1,129 377 100 91 56
Total income 3,384 1,522 147 181 110
Less: Expenses 1,474 668 82 89 56
Profit before allowances 1,910 854 65 92 54
Less: Allowances 26 100 0 (6) 15
Share of profits of associates 10 0 0 60 0
Profit before tax 1,894 754 65 158 39
Net profit 1,345 626 55 127 22
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A description of DBS' reported geographic segments can be
found in Note 52.2 of the financial accounts on page 109.

Singapore

Net interest income rose 21% as consumer, corporate and
SME loans, as well as savings deposits, grew. The benefits of
higher volumes were partially offset by lower corporate loan
yields and return on surplus funds in line with a decline in
interbank rates.

Non-interest income rose 8% from a wide range of fee income
activities and gains from the sale of investment securities.
Trading income was weaker due to marked-to-market losses in
trading securities and credit-linked derivatives.

Expenses increased 9% from higher wage costs, partly due to
a larger headcount, as well as computerisation and revenue-
related expenses.

Total allowances increased due to charges for CDOs.
Allowances for loans decreased as a net write-back in specific
allowances was greater than the increase in general allowances
for loan growth. In the previous year, there had also been a
write-back for properties and securities.

CUSTOMER LOANS'

Hong Kong

The results for Hong Kong incorporate the effects of an
appreciation of the Singapore dollar against the Hong Kong
dollar by 5% in the profit and loss account and 6% in the
balance sheet.

Net interest income declined 7% due to lower interest margins
and exchange translation effects. The average spread between
prime lending rates and cost of funds was lower than a year
ago, and this offset the benefit of higher loan volumes.

Non-interest income increased 47 %, led by fees from
stockbroking as well as higher contributions from the sale of
treasury and wealth management products.

Expenses rose 4% primarily due to higher wage and
computerisation expenses. Allowances were lower as write-
backs increased.

Other regions

The largest earnings contributors are Indonesia through

a 99%-owned subsidiary, China through a 100%-owned
subsidiary, and India where the Group has two branches and
a 37.5% stake in Cholamandalam DBS, a non-bank finance
company with about 200 branches.

(Sm) 2007 2006 % chg
By business unit

Consumer Banking 31,213 29,538 6
Enterprise Banking 22,334 20,101 11
Corporate and Investment Banking 48,940 33,764 45
Others 7,287 4,677 56
By geography

Singapore 62,019 48,789 27
Hong Kong 29,141 27,216 7
Rest of Greater China 6,371 4,443 43
South and South-east Asia 4,737 2,993 58
Rest of the world 7,506 4,639 62
Gross total 109,774 88,080 25

1 Includes financial assets at fair value through profit or loss

Gross customer loans expanded 25% to $109,774 million.

Loans booked in Singapore, comprising both Singapore-dollar
and foreign-currency loans, rose 27% to $62,019 million.
Singapore-dollar loans increased 20% to $42,675 million,
giving DBS an 18% market share of Singapore-dollar loans,
unchanged from the prior year.

The growth in Singapore-booked loans was led by corporates

and SMEs, and was broad-based across industries. Housing
loans rose 10%.

DBS Group Holdings Ltd

In Hong Kong, loans grew 14% in local-currency terms and 7%
in Singapore-dollar terms to $29,141 million. The growth in
Hong Kong was largely due to corporate and SME borrowing.
DBS’ overall share of Hong Kong-dollar loans was 5%, little
changed from a year ago.

With a smaller base, loans in other regions grew faster than

in Singapore and Hong Kong as DBS expanded its banking
franchise to other parts of Asia.
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NON-PERFORMING ASSETS AND LOSS ALLOWANCE COVERAGE

2007 2006

NPA NPL (GP+SP) NPA NPL (GP+SP)/

($m) (% of loans) /NPA (%) ($m) (% of loans) NPA (%)
By geography
Singapore 533 1.0 122 811 1.8 99
Hong Kong 418 1.5 109 363 1.3 118
Rest of Greater China 80 1.0 144 68 1.3 112
South and South-east Asia 71 0.9 221 112 2.5 119
Rest of world 66 0.5 137 106 1.6 109
Total non-performing loans 1,168 1.1 126 1,460 1.7 106
By business unit
Consumer Banking 238 0.8 158 307 1.0 127
Enterprise Banking 690 3.1 82 691 3.4 76
Corporate and Investment Banking 178 0.4 302 396 1.2 131
Others 62 0.9 (10) 66 1.4 185
Total non-performing loans 1,168 1.1 126 1,460 1.7 106
Debt securities 160 - 215 36 - 223
Contingent liabilities 114 - 113 37 - 327
Total non-performing assets 1,442 - 135 1,533 - 115

Non-performing loans (NPLs) fell from $1,460 million to $1,168
million on an enlarged loan base. As a percentage of loans,

the NPL rate declined from 1.7% to 1.1%. NPL rates for most
geographical and business segments improved.

Including debt securities and contingent liabilities, the amount
of non-performing assets fell from $1,533 million to $1,442
million, 38% of which were still current and were classified for
prudential reasons.

Overall loss allowance coverage increased from 115% to
135% of total non-performing assets. As a percentage of non-
performing loans only, allowance coverage rose from 106% to
126%. 45% of all non-performing assets were secured against
collateral.

($m) 2007 2006
Unsecured non-performing assets 794 740
Secured non-performing assets by collateral type

Properties 376 556
Shares and debentures 24 46
Fixed deposits 13 38
Others 235 153
Total non-performing assets 1,442 1,533
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FUNDING SOURCES

(Sm) 2007 2006 % chg

Customer deposits by currency and product’

Singapore dollar 84,099 71,242 18
Fixed deposits 27,708 21,940 26
Savings accounts 46,622 40,838 14
Current accounts 9,258 8,030 15
Others 511 434 18

Hong Kong dollar 24,775 23,059 7
Fixed deposits 17,302 15,905 9
Savings accounts 4,556 4,472 2
Current accounts 1,935 2,024 (4)
Others 982 658 49

US dollar 28,507 24,758 15
Fixed deposits 20,375 18,061 13
Savings accounts 1,849 1,627 14
Current accounts 3,976 3,394 17
Others 2,307 1,676 38

Others 16,191 12,314 31
Fixed deposits 13,152 10,812 22
Savings accounts 778 554 40
Current accounts 1,477 661 >100
Others 784 287 >100

Total customer deposits 153,572 131,373 17

Interbank liabilities 16,481 8,537 93

Other borrowings and liabilities 43,057 38,787 11

Shareholders’ funds 20,481 18,675 10

Total 233,591 197,372 18

1 Includes financial liabilities at fair value through profit or loss

Total funding increased 18% to $233,591 million. Customer
deposits grew 17% to $153,572 million.

Singapore-dollar deposits rose 18% to $84,099 million, with
savings and fixed deposits growing by similar amounts in dollar
terms. DBS’ market share for total Singapore-dollar deposits
was 27 %, little changed from a year ago. DBS also retained its
leadership in savings deposits.

DBS Group Holdings Ltd

Hong Kong-dollar deposits rose 7% to $24,775 million, with
fixed deposits leading the increase. DBS' market share of Hong
Kong-dollar was stable at 4%.
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CAPITAL ADEQUACY RATIOS

($m) 2007 2006
Tier 1

Paid-up ordinary and preference shares 4,164 4,042
Disclosed reserves and others 18,040 16,556
Less: Goodwill (5,845) (5,840)
Total 16,359 14,758
Tier 2

Cumulative general allowances 1,210 1,033
Subordinated debts 7,087 5,038
Others 75 103
Total 8,372 6,174
Total capital 24,731 20,932
Risk-weighted assets 184,601 144,086

Based on regulatory guidelines, the total capital adequacy ratio
fell from 14.5% to 13.4% as the amount of risk-weighted
assets increased with a higher customer loan base. The tier-1
ratio declined from 10.2% to 8.9%.

UNREALISED VALUATION SURPLUS

In May, the Group issued US$2,000 million of tier-2
subordinated debt, which was partially offset by the
amortisation of existing tier-2 subordinated debt. The tier-2
ratio rose slightly from 4.3% to 4.5%.

($m) 2007 2006
Properties 650 371
Financial investments 43 11
Total 693 382

The amount of unrealised valuation surpluses increased from
$382 million to $693 million, with most of the increase due to
properties as market valuations improved.
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Corporate Governance Report

INTRODUCTION

DBS considers good corporate governance to be the
cornerstone of a well-managed organisation. Good

corporate governance goes beyond the output of timely and
transparent financial disclosures to encompass a broad range
of structural and procedural issues such as the composition

of the board, the devolution of decision-making authority

and the development of the right corporate culture, all to
ensure that the organisation’s activities are carried out in the
best interests of its various stakeholders. DBS aspires to the
highest standards of corporate governance throughout the
organisation. The promotion of corporate transparency, fairness
and accountability is led by a qualified and independent Board
accountable to shareholders, aided by a seasoned management
team.

DBS is guided in its corporate governance practices by the
Code of Corporate Governance (“the Code”) issued by the
Singapore Council on Corporate Disclosure and Governance,
and the Banking (Corporate Governance) Regulations issued by
the Monetary Authority of Singapore (“the MAS regulations”).

BOARD GOVERNANCE

Board responsibilities and accountability

The Board is responsible for setting the strategic vision,
direction, and long-term goals of the Group.

It is responsible for the selection, appointment and annual
appraisal of the CEO and other key senior executives and
ensuring that a succession and development plan for all key
positions is in place to prepare for contingencies, as well as to
facilitate a smooth management transition.

Recognising the important oversight role played by the

Board, the Board's terms of reference require it to approve

the Group's annual budget and strategic three-year plan, all
strategic acquisitions and divestments, fund-raising exercises,
the Group's risk governance framework and risk limits and any
major decisions that may impact the Group’s reputation.

The Board emphasises professionalism, integrity and honesty
as being key to the Group’s image and reputation. These core
values and principles which all DBS staff must adhere to are set
out in the DBS Staff Code of Conduct and govern all dealings
by DBS staff with internal and external counterparts.

Board size
The present board of 11 members is appropriate for the current
scope of DBS Group’s operations.

The current size is sufficient to provide for a diversity of

views to be represented on the Board, while also allowing for
efficiency and encouraging active dialogue among its members.
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Term of appointment

Directors serve a maximum of three three-year terms, which
the Board considers an appropriate length of time for Directors
to immerse themselves fully in the Group’s affairs and gain a
sufficient understanding of the Group’s operations so as to
make an effective contribution as Director.

Directors also submit themselves for re-nomination and
re-election by shareholders at regular intervals of at least once
every three years. The Articles of Association require one-third
of the Board to retire from office every year at the annual
general meeting. By law, Directors who reach the age of 70
years are also required to retire and stand for re-election every
year at the annual general meeting.

Selection and qualification of Board members

The Board’s Nominating Committee (NC) reviews and
recommends all director appointments to the Board for
approval. The candidates’ qualifications and experience

are benchmarked against the criteria set out in the MAS
Regulations and in DBS’ Articles of Association to help the NC
make an assessment of the candidates’ suitability and potential
contribution to the Group. Any candidate considered by the
NC must have extensive experience and hold senior positions,
whether in the public or private sector, and must have built

a reputation that demonstrates the ability to contribute to
discussions and to make decisions at board level. With the
growing complexity of the financial services industry and the
increasing importance placed on risk management within the
industry, candidates should also be financially literate. At the
same time, the candidate must have demonstrated that he

or she is committed to the highest ethical standards. The NC
also considers whether a candidate has the time and resources
to make a meaningful contribution to the Group, given the
candidate’s other competing commitments, although no formal
limit is imposed on the number of appointments which a
Director may hold.

Board members include industry captains drawn from sectors
such as banking, information technology and manufacturing,
as well as prominent public sector figures. Board members’
wide range of industry expertise enables them to bring

fresh and illuminating points of view to Board discussions.
Following the resignation of Mr Jackson Tai, the board
currently comprises 11 members, seven are Singapore citizens
or permanent residents, and four are non-Singaporeans. The
diverse nationalities represented on the Board bring a cross-
jurisdictional perspective to Board deliberations.

Independence of Directors

The NC considers a strong and independent element on the
Board vital for strong corporate governance. The number of
independent directors on the Board exceeds the requirements
laid down in the Code and the MAS regulations.
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Prior to appointment and annually, the NC assesses the
independence of the directors based on criteria set out in the
MAS regulations and the Code. The NC considers a director
independent if he is not related to a substantial shareholder
or to senior management, and if he does not have significant
business relationships with companies in the DBS Group.

As at the date of this report, seven directors — Mr Ang Kong
Hua, Mr Andrew Buxton, Mr Christopher Cheng, Mr Goh Geok
Ling, Mr Narayana Murthy, Mr John Ross and Mr Wong Ngit
Liong (Mr NL Wong) — are considered independent by the NC.

Mr Ang, Mr Buxton, Mr Cheng, Mr Goh, Mr Murthy and

Mr NL Wong are directors of companies that engage in
business dealings with the Group. Mr Ang, Mr Buxton and

Mr Goh are all non-executive directors of companies that

are customers of the Group, while Mr Murthy is a director of
Infosys Technologies Limited, a company providing information
technology services to the Group. Mr NL Wong is CEO of the
Venture group of companies, the principal company of which
is listed on the Singapore Exchange. The Venture group is a
DBS customer. Mr Cheng is a director of various companies

in the Wing Tai group, also a DBS customer. However, the NC
has determined that the nature and scope of these business
relationships are not significant in the context of the Group’s
earnings or operations and therefore do not undermine

the independence of these directors. In determining the
significance of the business relationship, the Group looks at,
among other things, the revenues arising from the relationship,
whether the DBS director’s appointment on the board of the
corporate customer is executive or non-executive, and whether
the DBS director is a substantial shareholder of the corporate
customer. Mr Ross is not a director of any company having
business dealings with the DBS Group.

Mr Ang and Mr Goh are also directors of companies linked
to Temasek Holdings, DBS’ substantial shareholder. Their
appointments are non-executive in nature and they are not
involved in the day-to-day conduct of these companies’
businesses. The NC has therefore determined that their
independence is not compromised by their directorships in
these Temasek-linked companies.

The other four directors (Mr Frank Wong, Mr Koh Boon Hwee,
Mr Kwa Chong Seng and Mr Peter Ong) are considered by

the NC to be non-independent under the MAS regulations.

Mr Koh and Mr Frank Wong are executive directors. Mr Koh
has been temporarily acting as CEO of the DBS Group since
Mr Jackson Tai's resignation as Chief Executive Officer (CEQ) on
31st December 2007. Mr Koh and Mr Kwa are non-executive
directors of Temasek Holdings. Mr Ong is a senior civil servant
in the Singapore government which is Temasek’s ultimate
owner.
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To provide greater comfort to the NC in its independence
assessment, the Board has also put in place conflict avoidance
procedures to provide guidance to Directors and employees

in situations where potential conflicts of interest could arise
between a Director’s interest and the Group’s interest. Such
conflicts of interest could arise, for example, in lending
relationships between the Group and a Director’s company,
or where the Group accepts a financial advisory mandate in
circumstances where a Director’s company is also involved.

Separation of the role of the Chairman and the

Chief Executive Officer

Prior to the resignation of Mr Jackson Tai as CEO, the positions
of CEO and Chairman were held by separate individuals, with
Mr Koh Boon Hwee being the Chairman. Following Mr Tai’s
resignation, and pending the appointment of a new CEO,

Mr Koh temporarily assumed the executive functions of Group
CEO with the approval of MAS. Mr Koh will relinquish his
executive powers once the new CEO comes on board. This is in
line with the Group’s policy of having the Chairman and CEO
positions held by separate individuals, with the responsibilities
of Chairman and CEO formalised by the Board.

The Chairman’s primary role is to manage and lead the Board
in its oversight of management. He chairs all Board meetings
and arranges regular separate sessions with the non-executive
directors to review management’s performance. At annual
general meetings and other forums, the Chairman plays

a pivotal role in fostering constructive dialogue between
shareholders, the Board and management. Shareholders’
questions and concerns are adequately attended to and
addressed at the annual general meetings.

The CEO heads the Group Management Committee, the
highest management body in the Group. He oversees execution
of the Group’s corporate and business strategy, and is
ultimately responsible for managing its day-to-day operations.

Board meetings and attendance

Five scheduled Board meetings are conducted a year. Four

of these meetings are scheduled prior to the release of the
quarterly results to facilitate the Board's review of the Group’s
financial performance for the preceding quarter. At such
meetings, the Board also reviews corporate strategy, business
plans, potential strategic acquisitions or alliances, strategic or
significant operational issues and significant matters attended
to by Board committees. The fifth meeting, held in December,
is set aside for the Board to review the Group’s long-term
corporate strategy and business plans, including the principal
issues and challenges that the Group faces. Ad hoc Board
meetings are also held as and when critical matters surface that
require Board discussion.
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When exigencies prevent a Board member from attending

meetings in person, he can participate by tele- or video-

conference. Board approval for less critical matters may be

obtained through written resolutions approved by circulation.

Members of the Group Management Committee, the highest
management committee in the Group, attend all Board

meetings. This facilitates greater interaction between the Board
and top management, provides senior management with better
insight into the Board’s thinking and allows Directors to pose

ATTENDANCE AT BOARD AND COMMITTEE MEETINGS

questions directly to senior management in the course of Board
presentations.

Board directors attend the annual general meeting, Board
meetings and meetings of the Board committees on which they
serve, and they spend the time needed to properly discharge
their responsibilities. All Board and Board committee papers
and materials are sent to Directors or committee members one
week before each meeting.

Board Risk Board Board Strategy Compensation
Audit Management  Credit and Planning Nominating and Management
Board Committee Committee Committee Committee Committee Development
Name of Director Meetings Meetings Meetings Meetings Meetings Meetings Committee
(Board) (AQ) (BRMCQ) (BCCQ) (BSPC) (NQ) Meetings (CMDC)
No. of Meetings No. of Meetings No. of Meetings No. of Meetings No. of Meetings No. of Meetings No. of Meetings

held@ Attendance held@ Attendance held@ Attendance held@ Attendance held@ Attendance held*@ Attendance held@ Attendance

Koh Boon Hwee 11 " = = 5 5 4 3 3 3 3 3 3 3
Jackson Tai' 11 7 = = = = 4 4 3 3 = = = =
Frank Wong

Kwong Shing 11 5 - - - - 4 1 3 3 - - - -
Ang Kong Hua? "M M 7 7 2 2 - - - - 3 3 - -
Andrew Buxton? 11 8 = = 5 4 = = = = = = = =
Christopher Cheng?* 8 7 5 5 - - - - - - - - - -
Goh Geok Ling "M M 7 5 - - 4 4 3 3 - - 3 2
Kwa Chong Seng® 1 10 = = 2 2 4 3 3 3 = = 3 3
Leung Chun Ying® 3 1 - - - - - - - - 1 1 1 1
Narayana Murthy’ 11 10 - - - - - - - - 3 3 3 3
Peter Ong Boon Kwee® 11 8 2 2 5 4 = = = = = = = =
John Alan Ross® 11 10 = = 5 5 = = = = 2 1 = =
Wong Ngit Liong™ 1 10 5 4 - - - - - - 3 3 3 2

@ the number of meetings held during the period the director was a member of the Board and/or relevant Committee
In addition to the meetings, 11 other matters were deliberated and approved via circular resolutions.
Resigned on 31 December 2007
Stepped down as Member of BRMC on 15 May 2007

Change of appointment from Member to Chairman of BRMC on 15 May 2007

Appointed as Director and a Member of AC on 1 June 2007

Resigned on 31 May 2007. Stepped down as Chairman and Member of NC and Member of CMDC on 15 May 2007

Change of appointment from Member to Chairman of NC on 15 May 2007
Stepped down as Member of AC on 15 May 2007

Appointed as Member of NC on 15 May 2007
0 Appointed as Member of AC on 15 May 2007

*
1
2
3
4
5 Stepped down as Chairman and Member of BRMC on 15 May 2007
6
7
8
9
1
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Board training and information access

Directors undergo comprehensive orientation and training
programmes. A new director, on appointment, is briefed and
given written guidance on his roles and responsibilities under
general law. The new director is also briefed by the CEO and
business and support unit heads on the Group’s operations.

Management ensures that the Board receives regular reports on
the Group's financial performance and operations, and that the
Board is provided with relevant information and comprehensive
analysis to facilitate discussions on specific matters and

issues. The Board is also regularly briefed on accounting and
regulatory changes, as well as major industry and market
developments.

Each business and support unit head certifies to the CEO and
the Chief Financial Officer (CFO) every quarter that, as far as
he is aware, there are no circumstances that would render the
Group’s financial statements misleading. The CEO and CFO in
turn provide an official undertaking to the Audit Committee
and to the external auditors confirming that the financial
statements have been properly drawn up.

Directors have unrestricted access to all DBS employees.

The Board has the power to engage outside expert advice
from sources independent of management at the expense of
the Group.

The Company Secretary attends all Board meetings and
ensures that all relevant regulations and established procedures
regarding the conduct of the Board are complied with.

Board performance

A process is in place to assess the performance and
effectiveness of the Board as a whole and of each individual
director annually.

For the collective appraisal, each director completes a

Board evaluation questionnaire and returns the completed
questionnaire to the Chairman of the Board and the Chairman
of the Nominating Committee. Both chairmen consolidate the
feedback and present the results to the Board for discussion.

In assessing the Board’s collective performance, Board members
review such matters as Board composition, the timeliness

and quality of information provided to the Board, the Board
process, Board accountability, and standard of conduct, rather
than adhering to strict financial criteria such as return on equity
or return on assets. The Board believes that having a strong
and robust Board process and Board governance in place are
critical to the performance of the Board and the success of

the organisation. The Board considers the current collective
assessment useful in evaluating its own effectiveness, as
Directors are given the opportunity to debate Board workings
and processes in the discussion on the collective assessment.
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For individual assessments, each director is evaluated on the
basis of his attendance at meetings and contribution to Board
discussions. Each director completes a self and peer evaluation
form, which is seen only by the Chairman of the Board. The
results of a director’s appraisal are communicated to him when
feedback indicates that his contribution to the Board could be
enhanced.

BOARD COMMITTEES

The Board has established six committees to enhance its
effectiveness. Each committee has its terms of reference

which set forth the responsibilities of that committee and the
qualifications for committee membership, in line with the Code
and the MAS regulations. The Board and each committee have
the power to hire any independent legal, financial or other
advisors as they deem necessary.

Audit Committee

The Audit Committee comprises Mr Ang (Chairman),
Mr Cheng, Mr Goh and Mr NL Wong, all non-executive
Directors.

The Committee reviews the Group’s financial statements
before submission to the Board. The Committee is briefed on
significant changes to accounting standards and policies and
their impact on the Group’s reported results. The Committee
also assesses the effectiveness of the Group’s internal controls
and procedures.

The Group’s external auditors are accountable to the
Committee. The external auditors present their audit plan of
the Group, their evaluation of the Group’s internal accounting
controls and their long form audit report to the Committee
for approval. The terms of the external auditors’ appointment,
their effectiveness, independence and objectivity, and the
amount of non-audit services provided during the year are
reviewed by the Committee.

The heads of Group Internal Audit and Group Legal,
Compliance and Secretariat as well as the Group’s external
auditors attend all committee meetings. The Committee also
holds a separate session with the external auditors without the
presence of management at each committee meeting.

The Committee has reviewed the financial statements with
management and the external auditors and is of the view that
the Group’s financial statements for 2007 are presented in
conformity with generally accepted accounting principles in
all material aspects.

The Committee has considered the business relationship
between the Group and the external auditors for 2007, taking
into account the amount of non-audit services provided. The
Committee is satisfied that the nature and extent of such
services have not prejudiced the external auditors’ objectivity
and that they can be considered independent.
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The Committee also performs an annual assessment of the
effectiveness of the Group’s Internal Audit function and ensures
that Internal Audit has adequate resources to fulfill its mandate.

Board Credit Committee

The Board Credit Committee comprises Mr Koh (Chairman),
Mr Frank Wong, Mr Goh and Mr Kwa. All credit exposures
exceeding the limit delegated by the Board to management are
approved by this Committee.

Board Strategy and Planning Committee

The composition of the Board Strategy and Planning
Committee is the same as the Board Credit Committee. This
Committee serves as a forum where members deliberate on
strategic matters, including potential mergers and acquisitions,
alliances and fund-raising exercises, before these matters are
raised to the Board for discussion or approval.

Board Risk Management Committee
The Board Risk Management Committee comprises Mr Buxton
(Chairman), Mr Koh, Mr Ong and Mr Ross.

The Committee is responsible for oversight of risk governance,
risk framework and limits for the Group. It approves the overall
risk governance framework as well as the framework for credit,
market and operational risks, including the applicable limits. It
is also responsible for approving certain policies in accordance
with regulatory requirements.

The Committee also monitors the Group’s risk profile, including
risk trends and concentrations.

During 2007, the Committee closely monitored the overall
progress of DBS' Basel Il implementation, receiving reports on
progress and results of validation of Basel Il models. In 2007,
MAS approved DBS' application to adopt the Basel Il Internal
Ratings-Based Approach (IRBA), with effect from 1 January
2008, for computing part of its regulatory capital requirements.
The approved wholesale portfolios are on the Foundation IRBA,
while the approved retail portfolios are on the Advanced IRBA.
This is an important milestone. DBS will extend the adoption of
IRBA, subject to approval from MAS and other regulators.

The Committee also reviewed key risk issues including an in-
depth review of the credit and liquidity crisis of 2007 and its
impact on DBS portfolio and liquidity management, as well as
the implications of the crisis on Asian economies.

Compensation and Management Development
Committee

The Compensation and Management Development Committee
comprises Mr Kwa (Chairman), Mr Goh, Mr Koh, Mr Murthy
and Mr NL Wong.
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The Committee reviews and approves the remuneration of each
executive director, and the annual aggregate, performance-
related cash bonuses and share grants for DBS employees.

It also provides oversight on the remuneration of senior
executives and oversees the management development and
succession planning for key positions.

In 2007, the Committee continued to focus on two broad
areas:— compensation, where differentiation continues to be
key in order to reward based on contribution which helps
towards curbing attrition of the Bank’s good performers;

and people development, aimed at building each employee’s
career and making sure there is a talent pipeline for the
future. A Talent Review Committee (TRC) was formed in 2007
represented by key senior management members to provide
oversight and leadership in setting and implementing the
Group’s strategy in the acquisition and development of talents,
and in succession planning of critical roles, in order to meet
current and future business goals.

Nominating Committee
The Nominating Committee comprises Mr Murthy (Chairman),
Mr Ang, Mr Koh, Mr NL Wong and Mr Ross.

Details of the terms of reference of the Committee are
discussed in the section under “Selection and qualification

of Board members” above. In addition to reviewing board
appointments, the Committee also approves the appointments
of business and support unit heads and senior positions in
major subsidiaries. The Committee also reviews appointments
to the Group Management Committee.

REMUNERATION MATTERS

Remuneration policy

The Group’s remuneration policy is built on a transparent
appraisal system and formulated to drive performance of its
employees, who are its most important asset. The remuneration
policy is therefore fundamental to achieving the Group’s
corporate goals.

Employees’ remuneration

Employees’ remuneration is based on total compensation. An
employee’s total compensation is benchmarked to the market
and consists of three components: fixed pay, cash bonuses and
long-term incentives. Each component plays a distinct role in
the makeup of the total compensation package. The long-term
incentives are share grants and share options.

The Group’s approach to rewarding employees not only helps
to attract, retain and motivate talented employees but also
fosters a performance-oriented culture across the organisation
that will help attain the Group’s financial objectives.
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Directors’ remuneration

The remuneration for executive directors and fees for non-
executive directors reflect the scope and extent of a director’s
responsibilities and obligations. They are measured against
industry benchmarks and are competitive.

Remuneration of Non-executive Directors
Directors receive basic directors’ fees. Additional fees are given
to members of certain Board committees.

Directors are encouraged to invest half of their fees in DBSH
shares and to hold not less than 50% of these shares for
the duration of their terms. Directors’ fees are approved by
shareholders at the annual general meeting.

The current fee structure is set out below. An increase in the
basic retainer paid to Directors and Nominating Committee
fees paid to NC members is being proposed to bring the
fees more in line with market norms. All increases are subject
to shareholders’ approval at the forthcoming annual

general meeting.

Annual fees for the Board

Current New
Board Chairman: $105,000 $115,000
Director: $70,000 $80,000

Additional fees for membership in board committees

Committee Committee
Member Member
(Current) (New)

Chairman  Chairman

Committee (Current) (New)

Audit Committee
Board Risk
Management
Committee
Board Credit
Committee/Board
Strategy and
Planning
Committee
Compensation and
Management
Development
Committee
Nominating
Committee

$50,000 No change  $35,000 No change

$35,000 No change  $20,000 No change

$35,000 No change  $20,000 No change

$35,000 No change  $20,000 No change

$17,500  $35,000  $10,000  $20,000
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Remuneration of Executive Directors

Certain principles are adopted by the Compensation and
Management Development Committee in determining

the remuneration for executive directors. Principally, the
remuneration should motivate the executive directors to
achieve the Group’s annual and long-term goals to ensure that
they are aligned with shareholders’ interests. Performance-
related elements therefore form a significant part of executive
directors’ total remuneration. The Board endorses the
Compensation and Management Development Committee’s
recommendation for each executive director's remuneration.

Executive directors are appointed under standard employment
terms which include provisions for basic salary and performance
bonus. There is no special provision for early termination of
services.

Breakdown of Directors’ remuneration

The following table shows the composition of directors’
remuneration for 2007. Directors who were appointed or who
resigned or retired during the year are included in the table.

On 24 September 2007, the Company announced that

Mr Jackson Tai would be stepping down as Vice-Chairman
and Chief Executive Officer, and that Mr Koh Boon Hwee,
currently non-executive Chairman, would take on an active
management oversight role pending the appointment of

a new Chief Executive Officer, to ensure leadership clarity
and continuity during this transition period. A special
remuneration of $1 million is being proposed in recognition
of Mr Koh's services, which are outside the scope of the
ordinary duties of a non-executive Director. This is subject
to shareholders’ approval at the forthcoming annual
general meeting.
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BREAKDOWN OF DBSH DIRECTORS’ REMUNERATION FOR PERFORMANCE YEAR 2007 (1 JAN 2007 - 31 DEC 2007)

Salary Cash Share Directors’

Remuneration Bands Remuneration Bonus®? Plan® Fees Others Total

% % % % % %
$7,000,000 — $7,249,999
Jackson Tai (resigned 31 Dec 2007)® 27 68 - 1@ 4 100
Frank Wong Kwong Shing 16 36 43 1@ 4 100
$1,000,000 — $1,249,999
Koh Boon Hwee® - 41 41 17 1 100
Below $250,000
Ang Kong Hua = = = 100 = 100
Andrew Buxton - - - 100 - 100
Goh Geok Ling - - - 100 - 100
Kwa Chong Seng - - - 100 - 100
Leung Chun Ying - - - 100 - 100
Narayana Murthy - - - 100 - 100
Peter Ong Boon Kwee - - - 100 - 100
John Alan Ross - - - 100 - 100
Wong Nagit Liong = = = 100 = 100

(1) Refers to 2007 performance remuneration — includes fixed pay in 2007, cash bonus received in February 2008 and shares granted in 2008
(2) Based on amount accrued in 2007 financial statements. Amount finalised, approved and paid in 2008.
(3) Refers to the estimated value of DBSH shares granted in 2008 — forms part of 2007 variable performance bonus

(4) Fees are not retained by directors

(5) Refers to 2007 performance remuneration and thus excludes notice pay and ex-gratia payment totalling $1.8 million for non-solicitation
(6) Includes a special remuneration of $1 million, subject to shareholders’ approval at annual general meeting on 2 April 2008

Key executives’ remuneration

Although the Code recommends that at least the top five
key executives’ remuneration be disclosed within bands

of $250,000, the Board believes such disclosure would be
disadvantageous to the Group’s business interests, given the
highly competitive conditions in the banking industry where
poaching of executives is commonplace.

Long-term share incentives — DBSH Share Plan, Share
Option Plan and Share Ownership Scheme

As the Group seeks to foster a culture that aligns the interests
of employees with those of shareholders, it has put in place
share-based plans for employees. These plans allow employees
to share in the Group’s growth and success. There are three
plans — the DBSH Share Plan (“Share Plan”, previously known
as the DBSH Performance Share Plan), the DBSH Share Option
Plan (“SOP"”) and the DBSH Share Ownership Scheme (“SOS").

Employees holding the corporate rank of Managing Director,
Senior Vice President and Vice President are eligible to
participate in the Share Plan and SOP.

Rewards made under the Share Plan and SOP form part of

an employee’s annual performance remuneration, which

also includes cash bonuses. The portion of the performance
remuneration paid in shares increases with the amount of the
performance remuneration. The allocation of such awards

DBS Group Holdings Ltd

will be linked to performance metrics designed to deliver
shareholder value.

There are vesting periods for the Share Plan and SOP. Two types
of awards can be made under the Share Plan. They are those
where performance conditions are attached and those that are
time-based. The number of shares eventually awarded upon
vesting under the Share Plan where performance conditions are
attached is based on DBS Group’s performance for a three-
year performance period as measured by the Group’s return

on equity. The time-vested Share Plan operates like restricted
shares awards. It comprises two elements, namely, the main
award and the “kicker” award. The shares comprised in the
“kicker” award constitute 20% of the shares comprised in

the main award. Fifty percent of the shares comprised in the
main award will vest two years after the date of grant. The
remainder fifty percent of the shares comprised in the main
award, together with the shares comprised in the “kicker”
award, will vest three years after the date of grant. The
aggregate total number of new DBSH ordinary shares that may
be issued under the Share Plan and SOP at any time may not
exceed 7.5% of the issued ordinary shares (excluding treasury
shares) of DBSH.

Details of the Share Plan and SOP appear in pages 120 to 121
of the Directors’ Report.
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Employees who are not eligible for the Share Plan or SOP
are eligible to participate in the SOS. The SOS is a market
purchase plan administered by DBS Trustee Ltd, a wholly-
owned subsidiary of DBS Bank. Under the SOS, all confirmed

SHARE OPTIONS ISSUED

employees with at least one year of service can subscribe up to
10% of their monthly base pay to buy units of DBSH ordinary
shares, with DBS contributing an additional 50% of the
amount the employee contributes.

In compliance with listing requirements, the following participants in the SOP received the following number of options:

Options granted
during financial year

Name of participant* under review

Aggregate options
granted since
commencement

of Plan to end

of financial year
under review

Aggregate options
exercised since
commencement

of Plan to end

of financial year
under review

Aggregate

options outstanding
as at end of
financial year

under review

Jackson Tai (Director) 0
Frank Wong Kwong Shing (Director) 0

440,175 0
448,050 0

440,175
448,050

*  DBSH has no controlling shareholders and no disclosure is made in this respect

No further share options were issued by the Group in 2007.

The aggregate number of options granted to the directors and
the employees of the DBS Group since the commencement of
the SOP till the end of 2007 is 62,796,690.

RELATED PARTY TRANSACTIONS

The Group has procedures in place to comply with existing
regulations governing related party transactions for banks

and listed companies. These regulations include the Banking
Act, MAS directives and the guidelines on interested person
transactions in the SGX Listing Manual. The relevant provisions
in the Banking Act and the MAS directives impose prudential
limits on credit exposures by the Group to certain Group-linked
entities and persons, while the interested person transactions in
the Listing Manual cover all types of related party transactions
generally.

Credit facilities

All new directors are briefed on the relevant provisions that
they need to comply with. If necessary, existing credit facilities
to related parties are adjusted prior to a director’s appointment,
and all credit facilities to related parties are monitored on

an on-going basis. Checks are conducted prior to the Group
entering into credit and non-credit-related transactions to
determine whether the counterparty is a related party under
applicable regulations and to take the appropriate action to
comply with the regulations.

The Group has granted credit facilities to the following related
parties in the ordinary course of business on normal terms and
conditions. The outstanding amounts of these credit facilities
and the estimated values of collaterals as at 31 December 2007
are as follows:

Contingent credit Estimated value Deposits received

(In $ millions) granted to facilities granted to of collaterals by DBSH Group
Granted to/received from:

DBSH Directors and their related entities 27 # 123 -
Companies with DBSH Directors

represented on their boards 617 134 - -
Bank-related companies®

— engaged in financial activities 4,375 9 4,605 4,288
— engaged in non-financial activities 261 66 571 48

Notes:

(1) Excludes transactions between subsidiary companies and their own subsidiary companies.

# Amount under $500,000
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As required under the SGX Listing Manual, the following are
details of interested person transactions in 2007:

Aggregate value of all Interested
Person Transactions during 2007
(excluding transactions

Name of Interested Person less than $100,000)

CISCO Security Pte Ltd $19,000,000
Branch cash delivery, collection and

processing services, self-service banking

cash services, static armed guard services, maintenance

of security equipment; CCTV/ alarm monitoring

DataPost Pte Ltd $2,995,000
Statement printing, enveloping and despatch;

token management

Mapletree Investments Pte Ltd $14,119,367
New office leases

NETS $360,000
Credit card and ATM card personalisation

Singapore Airlines Ltd $6,500,000
Alir tickets

Singapore Computer Systems Ltd $3,400,000
Procurement operations, document

management, imaging and storage

and other services

Singapore Telecommunications Ltd $15,000,000
Subscription for usage-based telecom services

SMRT Trains Ltd $4,273,686

New and renewal of leases for branch premises/ATMs

SNP Sprint Pte Ltd $1,900,000
Personalisation/despatch of cheque books

and security documents printing

Wan Tien Realty (Pte) Ltd $10,338,490

Renewal of office leases

DEALINGS IN SECURITIES

DBS has adopted more stringent “black-out” policies than
prescribed under the Best Practices Guide issued by the SGX.
DBS employees are prohibited from trading in DBS shares and
securities one month before the release of the half-year and
full-year results and three weeks before the release of the first
quarter and third quarter results. In addition, directors and
employees are prohibited at all times from trading if they are
in possession of material non-public information. Employees
with access to price-sensitive information in the course of their
duties must obtain prior approval to trade in any securities
listed in Singapore and Hong Kong. Such employees are

also instructed to trade through the Group’s stockbroking
subsidiaries. In addition, business units and subsidiaries
engaging in proprietary trading and discretionary trading of
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securities on behalf of customers are restricted from trading in
DBS securities during the black-out period.

DISSEMINATION OF INFORMATION

The Group maintains an active dialogue with shareholders.

It holds in-person briefing sessions or telephone conference
calls with the media and analysts when quarterly results

are released. All press statements and quarterly financial
statements are published on the DBS and SGX websites. A
dedicated investor relations team supports the CEO and CFO in
maintaining a close dialogue with institutional investors.

During the year, management met more than 460 local and
foreign investors in more than 360 meetings. Management also
participated in seven non-deal investor conferences and road
shows comprising one each to the US, Hong Kong and Dubai,
and four in Singapore.

The Group embraces and commits to fair, transparent and
timely disclosure policy and practices. All price-sensitive
information or data are publicly released, prior to individual
sessions held with investors or analysts.

Shareholder meetings

The Group views the annual general meeting as an opportune
forum for retail investors to meet the Board and senior
management. The CFO presents the Group’s preceding year’s
financial performance to all shareholders present ahead of
formal proceedings of the meeting. The Group’s external
auditors are also available to answer shareholders’ queries.

In accordance with the recommendations of the Code of
Corporate Governance, resolutions requiring shareholder
approval are tabled separately for adoption at the AGM unless
the matters for consideration are closely related and would
more appropriately be considered together.

INTERNAL AUDIT AND INTERNAL CONTROLS

Internal Audit

Group Audit is an independent function that reports directly
to the Audit Committee and the CEO. Group Audit meets

or exceeds the Standards for Professional Practice of the
Institute of Internal Auditors in all key aspects. The professional
competence of the Group’s internal auditors is maintained

or upgraded through training programmes, conferences

and seminars that provide updates on auditing techniques,
regulations and banking products and services.

An annual audit plan is developed under a structured risk
assessment approach that examines all of the Group’s activities
and entities, their inherent risks and internal controls. Audit
assignments are identified based on this approach and audit
resources are focused on the activities deemed to carry higher
risks.
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The progress of corrective actions on outstanding audit issues
is monitored monthly through a centralised Group-wide issues
management application. Information on outstanding issues is
categorised according to severity and monthly reports are sent
to the Audit Committee Chairman, the Chairman of the Board,
senior management and all Group heads.

All audit reports which are rated as requiring attention are
copied to the Audit Committee, the external auditors and
senior management. The regulators are also apprised of all
relevant audit matters and may request for further information
on audit matters at any time.

The head of Group Audit is Tay Kim Yam who has more

than 20 years of banking experience in financial markets,
management consulting and risk management. Kim Yam has
full access to the Audit Committee and senior management,
and his appointment is approved by the Committee.

Group Audit works closely with the external auditors and
meets them regularly to discuss matters of mutual interest,

to strengthen working relationships and to co-ordinate audit
efforts. The external auditors review the effectiveness of

the Group's internal controls and risk management during

an annual statutory audit. Material non-compliance with
established practices and procedures and regulations, as well as
internal control weaknesses noted during the audit, together
with recommendations, are reported to the Audit Committee,
which ensures that high-risk outstanding issues are dealt with
in a timely manner.
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Internal controls

A sound system of internal controls requires a defined
organisational and policy framework. The Group has a
management framework that clearly defines the roles,
responsibilities and reporting lines of business and support
units. The delegation of authority, control processes and
operational procedures are documented and disseminated
to staff. The Group Audit, Group Risk and Group Legal &
Compliance functions provide independent oversight over
controls and risks within the Group.

The Audit Committee and the Board Risk Management
Committee have reviewed the adequacy of DBS' control
environment. The Board believes that the system of internal
controls in place up to the date of this report, is adequate for
the current business scope and operations of the Group.

RISK MANAGEMENT APPROACH AND RISK PROFILE

The Group sees strong risk management capabilities as vital
to the success of a well-managed bank. The Group Risk
Management function is the central resource for driving such
capabilities in DBS, and it complements the risk and control
activities of other functions including Group Audit and Group
Legal & Compliance.

More on risk management can be found in the following
section.
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Risk Management Approach

APPROACH TO RISK MANAGEMENT

The key components of DBS' risk management approach are:
strong risk governance; robust and comprehensive processes
to identify, measure, control, monitor and report risks; sound
assessments of capital adequacy relative to risks; and a rigorous
system of internal control reviews involving internal and
external auditors.

RISK GOVERNANCE

Under DBS Group’s Integrated Risk Framework, the Board of
Directors, through the Board Risk Management Committee,
oversees the establishment of robust enterprise-wide risk
management policies and processes. Where necessary, DBS sets
risk appetite limits to guide risk-taking within the Group.

Management is accountable to the Board for ensuring the
effectiveness of risk management and adherence to risk
appetite limits. To provide risk oversight, senior management
risk committees are mandated to focus on specific risk areas.
These oversight committees are the Business Support and
Controls Committee, the Group Market Risk Committee, the
Group Credit Risk Committee, the Group Asset and Liability
Committee, the Group Operational Risk Committee and the
Group Commitments and Conflicts Committee.

On a day-to-day basis, business units have primary
responsibility for risk management. In partnership with
business units, independent control functions provide senior
management with a timely assessment of key risk exposures
and the associated management responses. These units also
recommend risk appetite and control limits for approval in line
with the Integrated Risk Framework. There are detailed policies
and procedures to identify, measure, analyse and control risk
across all locations where the Group has operations.

CREDIT RISK

Credit risk is the potential earnings volatility caused by obligors’
inability and/or unwillingness to fulfill their contractual debt
obligations. Exposure to credit risks arises primarily from
lending activities and also from sales and trading activities,
derivatives activities and from participation in payment
transactions and securities settlements. Credit exposure
includes current as well as potential credit exposure. Current
credit exposure is represented by the notional value or
principal amount of on-balance sheet financial instruments
and off-balance sheet direct credit substitutes, and by the
positive market value of derivative instruments. DBS Group
also estimates the potential credit exposure over the remaining
term of transactions. At DBS Group, a disciplined credit

risk management process integrates risk management into

the business management processes, while preserving the
independence and integrity of risk assessment.
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An enterprise-wide Core Credit Risk Policy sets forth the
principles by which the Bank and its subsidiaries conduct
their credit risk management activities. It ensures credit risk
underwriting consistency across the Group, and provides
guidance to various credit management units in the
formulation of supplementary credit policies specific to their
businesses.

The Group Credit Risk Committee serves as an executive forum
for discussion and decisions on various aspects of credit risk
and its management including the assessment of credit risk
taking and adherence to limits, policies, exceptions and other
processes; the assessment of the risk-return tradeoffs across
the Group; the identification, measurement and monitoring

of DBS' credit risk portfolio, including special loan and asset
review situations, specific credit concentrations and credit
trends affecting the portfolio; as well as recommendation of
credit limits and credit policy at the sector, business and country
levels. It will also oversee the ongoing monitoring of various
aspects of credit risks within the Basel Il framework.

Individual corporate credit risks are analysed and approved by
experienced credit officers who consider a number of factors in
the identification and assessment of credit risk. Each borrower
is assigned a rating under the Counterparty Risk Rating
process. For large corporate borrowers, the rating is based on
the assessment of all relevant factors including the borrower’s
financial condition and outlook, industry and economic
conditions, market position, access to capital, and management
strength. The Counterparty Risk Rating assigned to smaller
business borrowers is primarily based on the borrower’s
financial position and strength, which are assessed via the use
of a validated quantitative tool.

All ratings are reviewed at least annually and more frequently
when conditions warrant. The Counterparty Risk Rating process
is further enhanced by the Facility Risk Rating System which
takes into consideration facility specific considerations such as
credit structuring, collateral, third party guarantees and transfer
risks. These credit risk-rating tools are used to assess the credit
quality of the portfolio, so that deteriorating exposures are
quickly identified and appropriate remedial action can be taken.

Consumer credit risk is managed on a portfolio basis.

Business specific credit risk policies and procedures including
underwriting criteria, scoring models, approving authorities,
regular asset quality review and business strategy review as
well as systems, processes and techniques to monitor portfolio
performance against benchmarks are in place. Risk models are
being used for secured loans to update risk level of each loan
on a monthly basis, putting Basel Il management principles to
daily usage and for regular portfolio quality reviews.
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The credit control functions ensure that credit risks are

being taken and maintained in compliance with group-wide
credit policies and guidelines. These functions ensure proper
activation of approved limits, appropriate endorsement of
excesses and policy exceptions, and also monitor compliance
with credit standards and/or credit covenants established by
management and/or regulators.

An independent Credit Risk Review team conducts regular
reviews of credit exposures and judgmental credit risk
management processes. It also conducts independent validation
of internal credit risk rating processes on an annual basis. These
reviews provide senior management with objective and timely
assessments of the effectiveness of credit risk management
practices and ensure group-wide policies, internal rating models
and guidelines are being adopted consistently across different
business units including relevant subsidiaries.

Stress testing of credit risk has assumed increasing importance
in the discipline of credit risk management. DBS uses credit
risk stress testing approaches to assess the vulnerability of the
portfolio to “exceptional but plausible” adverse credit risk
events.

DBS uses various metrics, to measure and manage credit
concentration risk to individual borrowers, borrower groups
and industry sectors. Information on credit exposures by
geographical area, business line and industrial classification,
and the breakdown of investment and dealing securities are
disclosed in Notes 18, 19, 20, 21, 22 and 52 to the Financial
Statements and the Management Discussion and Analysis
chapter.

COUNTRY RISK

The principles and approach in the management of
cross-border risk are set out in the Group’s Country Risk
Management Framework. The Framework includes an

internal country (and sovereign) risk rating system where the
assessments are made independent of business decisions.
Benchmark country limits are set to alert the bank when
exposures rise to levels that may imply concentration risk. Day-
to-day operational country limits, called working limits, are also
imposed to manage the shape and growth of the cross-border
exposures as they build up. A rigorous scanning process is
established, with the objective of adjusting country exposures
according to risks perceived at the global, regional and country
level. There are close consultations with the businesses and
credit management in right sizing cross-border exposures to
take into account not only of risks and opportunities, but also
the strategic intent of DBS.
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TRADING MARKET RISK

Trading market risk arises from the impact on trading positions
of changes in foreign exchange rates, commodity prices, equity
prices, interest rate yields and credit spreads. It also includes
the impact from changes in the correlations and volatilities of
the above risk factors. The Group manages trading market risk
in the course of market-making, structuring and packaging
products for investors and other clients, as well as to benefit
from market opportunities. The Group’s market risk framework
identifies the types of the market risk to be covered, the risk
metrics and methodologies to be used to capture such risk and
the standards governing the management of market risk within
the Group including limit setting and independent model
validation, monitoring and valuation.

The Group’s trading Value-at-Risk (VaR) methodology uses a
historical simulation approach (at a 99% confidence level over
a one-day holding period, using a 2-year historical observation
period) to forecast the Group’s trading market risk. DBS

Group computes VaR daily for each trading business unit and
location, and at the Group level. VaR is back-tested against the
profit and loss of the trading book in line with policy in order
to monitor its predictive power. Quantitative data regarding
the Group’s VaR may be found in Note 48.1 to the Financial
Statements.

Although VaR provides valuable insights, no single measure can
capture all aspects of trading market risk. Therefore, regular
stress testing is carried out to monitor the Group’s vulnerability
to shocks.

The Group Market Risk Committee oversees DBS’ market risk
management infrastructure, sets market risk control limits and
provides enterprise-wide oversight of all market risks and their
management.

NON-TRADING MARKET RISK

Non-trading market risk arises from changes in foreign
exchange rates, interest rates and equity prices. Non-trading
market risk arises in the course of (a) the Group’s management
of funds arising from banking intermediation and (b) the
Group's banking business and investments; specifically, from
mismatches in the interest rate profile of assets and liabilities,
from the effect of exchange rate movements on the Group's
earnings, capital accounts and investments denominated in
foreign currencies and from the effect of changes in equity
prices on the carrying value of strategic investments in
associates and other major stakes.

To optimise its income and balance sheet management, the
Group deploys funds in debt securities, equities and funds or
in the interbank market. Derivatives may be used to hedge
non-trading market risk. An Investment Framework governs
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the Group's investment of its surplus funds. The Framework
requires these investments to be subject to Board and senior
management limits on the portfolio size, credit quality, and
product and sector concentrations. The market risk arising

in the course of managing funds comprises interest rate and
equity price risks. These risks are monitored using risk sensitivity
measures and valuation action triggers.

Senior management committees oversee non-trading market
risk and allocate core limits to regional/local asset and liability
committees in the different countries and ensure that the
consolidated exposures of the Group are within prudent levels.
Regional/local asset and liability committees (ALCOs) are
responsible for managing the risks in their respective areas of
responsibility, including the setting of operational limits and
guidelines to refine risk management, consistent with the Asset
and Liability Management Policy.

Interest rate risk arising from mismatches in the interest rate
profile of assets and liabilities has several aspects: basis risk
arising from different interest rate benchmarks, interest rate
re-pricing risk, yield curve risks and embedded optionality. This
risk is subject to the Asset and Liability Management Policy.

To monitor this risk, the Group uses various tools, including
re-pricing gap reports, sensitivity analysis and income scenario
simulations.

Foreign currency loans and investments in fundable currencies
are generally funded in the same foreign currencies. However,
positions arising from investments in currencies which have
high hedging costs or which are illiquid or controlled are
reviewed by senior management and may be managed with
alternative strategies or left unhedged. This foreign exchange
risk is subject to the Group’s Structural Foreign Exchange Policy
and is monitored using foreign exchange net open position
reports.

LIQUIDITY RISK

Liquidity risk is the risk arising from being unable to fund
portfolio assets at reasonable rates due to maturing liabilities
or commitments. Liquidity obligations arise from withdrawals
of deposits, repayments of purchased funds at maturity,
extensions of credit and working capital needs. The Group
seeks to manage its liquidity to meet its obligations under
normal as well as adverse circumstances, and take advantage
of arising lending and investment opportunities.

The primary tool of monitoring liquidity is the maturity
mismatch analysis, which is monitored over successive time
bands and across major functional currencies. This analysis
includes behavioural assumptions on, inter-alia, customer loans,
customer deposits and reserve assets. This is tested under
normal and adverse market scenario conditions.
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The Group ALCO and country ALCOs are the primary parties
responsible for liquidity management based on guidelines
approved by the Board Risk committee. Limits are set on
maturity mismatches over books under normal and stress
scenarios, liquidity ratios and deposit concentration risks. As
part of the liquidity management, DBS sets limits to ensure that
the funding requirements will not exceed the available funding
and liquid assets available for both normal and stress scenarios.
The Group focuses on a number of components, including
maintaining sufficient liquid assets, maintaining diversified
sources of liquidity, preserving necessary funding capacity and
contingency planning.

Information on the Group’s financial assets and liabilities in
relation to exposures to non-trading market risk and liquidity
risk can be found in Notes 48.2, 48.3, 48.4 and 49 to the
Financial Statements.

OPERATIONAL RISK

Operational risk is the risk of loss resulting from inadequate or
failed internal processes, people or systems, or from external
events. An Operational Risk Management Framework has
been developed to ensure that operational risks within the
DBS Group are properly identified, monitored, managed

and reported in a structured, systematic and consistent
manner. A key component of the Framework is a set of

Core Operational Risk Standards which provides guidance

on the baseline controls to ensure a controlled and sound
operating environment. To manage and control operational
risk, the Framework is supplemented with various tools
including, control self-assessment, risk event management,
key risk indicator monitoring and process risk mapping. Major
operational risk mitigation programmes include Business
Continuity Management and the Global Insurance Programme.

A firm-wide Operational Risk Management system has

been implemented. It is an integrated web-based system,
incorporating the individual components of the Framework and
facilitates an enhanced analysis and reporting of operational
risk data. In addition, a process risk mapping framework was
developed to identify the key risks and controls in an end-to-
end transaction cycle.

The Group Operational Risk Committee oversees DBS’
operational risk management infrastructure, including the
Framework, policies, processes, information, methodologies
and systems. The Committee also performs regular review of
the operational risk profiles of the Group, and endorses and
recommends corporate operational risk policies to be approved
by the Business Support & Controls Committee.
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The Group Operational Risk function is responsible for
implementing the Framework in partnership with the
business and support units. The day-to-day operational risk
management lies with the business and support units. To
reinforce accountability and ownership of risk and control,
Unit Operational Risk Managers are appointed to assist the
unit heads in driving the overall risk and control agenda
and programmes.

As part of Group Audit's review process, the quality of the
operational risk management programmes of the business
and support units are taken into account in assigning a
“Management Control Awareness” rating.

BASEL Il PROGRAMME

DBS views Basel Il as a firm-wide programme that will ensure
that our credit, market and operational risk management
practices continue to meet international best practices. It is
an initiative for us to further embed sound risk management
practices and culture within our businesses, and ensure that
DBS continues to expand our businesses across segments and
markets with the right risk management discipline, practices
and processes in place. To underscore the importance of this
initiative and ensure a concerted effort towards the successful
implementation of various aspects of the programme, an
integrated Basel Il Governance and Programme Management
structure is put in place.

48  Annual Report 2007

A Group Basel Il Steering Committee (“Steering Committee”),
chaired by the Group CFO, oversees the implementation of

all programme work streams to ensure that relevant entities

in the DBS Group are on track for Basel Il qualification in their
respective jurisdictions. The Steering Committee is supported
by sub-committees for each major work stream. Reporting to
the Steering Committee, the Basel Il Programme Management
Office works with the respective work stream sponsors

and dedicated project managers to drive the overall Basel Il
programme.

In 2007, the Monetary Authority of Singapore (MAS) approved
DBS’ application to adopt the Basel Il Internal Ratings-Based
Approach (IRBA), with effect from 1 January 2008, for
computing part of its requlatory capital requirements. The
approved wholesale portfolios are on the Foundation IRBA,
while the approved retail portfolios are on the Advanced IRBA.
This is an important milestone. DBS will extend the adoption of
IRBA, subject to approval from the MAS and other regulators.
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DBS Group Holdings Ltd and its subsidiaries
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DBS Group Holdings Ltd and its subsidiaries

Consolidated Income Statement

for the year ended 31 December 2007

In $ millions Note 2007 2006
Income
Interest income 9,090 7,809
Interest expense 4,982 4,218
Net interest income 5 4,108 3,591
Net fee and commission income 6 1,462 1,155
Net trading income 7 180 522
Net income from financial instruments designated at fair value 8 (86) (192)
Net income from financial investments 9 450 229
Other income 10 49 133
Total income 6,163 5,438
Expenses
Employee benefits 11 1,384 1,244
Depreciation of properties and other fixed assets 27 126 130
Other expenses 12 1,108 995
Allowances for credit and other losses 13 617 135
Total expenses 3,235 2,504
Share of profits of associates 110 70
Profit before tax 3,038 3,004
Income tax expense 14 589 575
Net profit for the year 2,449 2,429
Attributable to:
Shareholders 2,278 2,269
Minority interests 171 160
2,449 2,429
Basic earnings per ordinary share ($) 15 1.50 1.50
Diluted earnings per ordinary share ($) 15 1.44 1.45

(see notes on pages 54 to 113, which form part of these financial statements)
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DBS Group Holdings Ltd and its subsidiaries

Balance Sheets

at 31 December 2007

Group Company
In $ millions Note 2007 2006 2007 2006
Assets
Cash and balances with central banks 17 18,564 11,846
Singapore Government securities and treasury bills 18 15,433 12,843
Due from banks 23,304 25,273
Financial assets at fair value through profit or loss 19 19,543 16,496
Positive replacement values 41 13,119 8,215
Loans and advances to customers 20 106,344 85,149
Financial investments 21 19,182 22,261
Securities pledged 22 4,115 2,866
Subsidiaries 23 - - 6,748 6,927
Investments in associates 25 715 603
Goodwill on consolidation 26 5,842 5,840
Properties and other fixed assets 27 1,534 1,481
Deferred tax assets 28 25 20
Other assets 29 5,871 4,479
Total assets 233,591 197,372 6,748 6,927
Liabilities
Due to banks 15,464 7,863
Due to non-bank customers 30 145,368 122,092
Financial liabilities at fair value through profit or loss 31 18,242 19,708
Negative replacement values 41 12,554 7,873
Bills payable 380 511
Current tax liabilities 882 766
Deferred tax liabilities 28 172 137
Other liabilities 32 7,218 6,677 7 8
Other debt securities in issue 34 1,199 3,950
Subordinated term debts 35 8,954 6,749
Total liabilities 210,433 176,326 7 8
Net assets 23,158 21,046 6,741 6,919
Equity
Share capital 36 4,164 4,042 4,164 4,042
Treasury shares 36 (102) 111) (27) -
Other reserves 37 7,680 7,182 37 53
Revenue reserves 37 8,739 7,562 2,567 2,824
Shareholders’ funds 20,481 18,675 6,741 6,919
Minority interests 38 2,677 2,371
Total equity 23,158 21,046 6,741 6,919
Off-balance sheet items
Contingent liabilities 39 14,656 12,187
Commitments 40 92,305 86,065
Financial derivatives 41 1,816,007 1,378,916

(see notes on pages 54 to 113, which form part of these financial statements)
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Consolidated Statement of Changes in Equity

for the year ended 31 December 2007

Convertible
Ordinary preference Share Treasury Other Revenue Minority Total
In $ millions shares shares (CPS) premium shares reserves  reserves interests equity
2007
Balance at 1 January 2007 3,976 66 - (111) 7,182 7,562 2,371 21,046
Exercise of share options 106 106
Net exchange translation adjustments (38) (73) (111)
Share of associates’ reserves 37 37
Cost of share-based payments 34 34
Draw-down of reserves upon vesting 36 (36) -
of performance shares
Share buyback during the year (27) (27)
Reclassification of reserves upon exercise 16 (16) -
of share options
Available-for-sale investments:
— Net valuation taken to equity 940 940
— Transferred to income statement on sale (395) (395)
— Tax on items taken directly to or (58) (58)
transferred from equity
Net profit for the year 2,278 171 2,449
Appropriation from income statement® 30 (30) -
Final dividends paid for previous year (310) (310)
Interim dividends paid for current year (761) (761)
Dividends paid to minority interests (143) (143)
Change in minority interests 351 351
Balance at 31 December 2007 4,098 66 - (102) 7,680 8,739 2,677 23,158
2006
Balance at 1 January 2006 1,498 66 2,269 (117) 6,841 6,167 2,466 19,190
Exercise of share options 165 7 172
Effects of Companies (Amendment) 2,304 (2,276) (28) -
Act 2005
Net exchange translation adjustments (6) (103) (109)
Share of associates’ reserves 21 18 39
Cost of share-based payments 28 28
Draw-down of reserves upon vesting 6 (6) -
of performance shares
Reclassification of reserves upon exercise of 9 9) -
share options
Available-for-sale investments/Cash flow hedge:
— Net valuation taken to equity 425 425
— Transferred to income statement on sale (101) (101)
— Tax on items taken directly to or (44) (44)
transferred from equity
Net profit for the year 2,269 160 2,429
Appropriation from income statement 61 61) -
Final dividends paid for previous year (203) (203)
Interim dividends paid for current year (628) (628)
Dividends paid to minority interests (147) (147)
Change in minority interests (5) (5)
Balance at 31 December 2006 3,976 66 - (111) 7,182 7,562 2,371 21,046

(@) Includes appropriation from prior year’s income statement

(see notes on pages 54 to 113, which form part of these financial statements)
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Consolidated Cash Flow Statement

for the year ended 31 December 2007

In $ millions 2007 2006
Cash flows from operating activities

Profit before tax 3,038 3,004
Adjustments for non-cash items:

Allowances for credit and other losses 617 135
Depreciation of properties and other fixed assets 126 130
Share of profits of associates (110) (70)
Net gain on disposal of properties and other fixed assets (6) (104)
Net gain on disposal of financial investments (450) (229)
Profit before changes in operating assets and liabilities 3,215 2,866
Increase/(Decrease) in:

Due to banks 7,601 (1,087)
Due to non-bank customers 23,276 15,661

Financial liabilities at fair value through profit or loss (1,466) (3,115)
Other liabilities including bills payable 4,578 163
Debt securities and borrowings (2,647) 1,471

(Increase)/Decrease in:

Change in restricted balances with central banks (55) (95)
Singapore Government securities and treasury bills (2,341) (3,936)
Due from banks 1,936 (3,134)
Financial assets at fair value through profit or loss (2,804) 1,890
Loans and advances to customers (21,323) (7,741)
Financial investments 3,539 1,450
Other assets (7,265) 297
Tax paid (501) (300)
Net cash generated from operating activities (1) 5,743 4,390
Cash flows from investing activities

Dividends from associates 61 37

Purchase of properties and other fixed assets (196) (239)
Proceeds from disposal of associates - 4
Proceeds from disposal of properties and other fixed assets 74 387

Acquisition of interest in associates (39) (6)
Net cash (used in)/generated from investing activities (2) (100) 183

Cash flows from financing activities

Increase in share capital 122 172

Proceeds from issuance of subordinated term debts 3,044 1,928
Payment upon maturity of subordinated term debts (402) -
Dividends paid to shareholders of the Company (1,071) (831)
Dividends paid to minority interests (143) (147)
Net cash generated from financing activities (3) 1,550 1,122

Exchange translation adjustments (4) (38) 15

Net change in cash and cash equivalents (1)+(2)+(3)+(4) 7,155 5,710
Cash and cash equivalents at 1 January 15,118 9,408
Cash and cash equivalents at 31 December (Note 42) 22,273 15,118

(see notes on pages 54 to 113, which form part of these financial statements)

DBS Group Holdings Ltd

Annual Report 2007

53



DBS Group Holdings Ltd and its subsidiaries

Notes to the Financial Statements

for the year ended 31 December 2007

These Notes are integral to the financial statements.

The consolidated financial statements for the year ended
31 December 2007 were authorised for issue by the directors
on 14 February 2008.

1 DOMICILE AND ACTIVITIES

The Company, DBS Group Holdings Ltd, is incorporated and

domiciled in the Republic of Singapore and has its registered
office at 6 Shenton Way, DBS Building Tower One, Singapore
068809.

The Company is listed on the Singapore Exchange.

The principal activity of the Company is that of an investment
holding company and the principal activities of its main
subsidiary, DBS Bank Ltd (“the Bank"), are the provision of
retail, small and medium-sized enterprise, corporate and
investment banking services.

The financial statements relate to the Company and its
subsidiaries (“the Group”) and the Group's interests in
associates and joint ventures.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
2.1 Basis of preparation

The consolidated financial statements of the Group are
prepared in accordance with Singapore Financial Reporting
Standards (“FRS”) including related Interpretations
promulgated by the Council on Corporate Disclosure and
Governance (“CCDG"). In accordance with Section 201(19)

of the Companies Act, the requirements of FRS 39 Financial
Instruments: Recognition and Measurement in respect of loan
loss provisioning are modified by the requirements of Notice to
Banks No. 612 “Credit Files, Grading and Provisioning” issued
by the Monetary Authority of Singapore.

The financial statements of the Company are prepared

in accordance with FRS including related Interpretations
promulgated by the CCDG. As permitted by Section 201(4B)
of the Act, the Company’s income statement has not been
included in these financial statements.

The financial statements are presented in Singapore dollars
and rounded to the nearest million, unless otherwise stated.
They are prepared on the historical cost convention, except

for derivative financial instruments, available-for-sale financial
assets, and financial assets and liabilities held at fair value
through profit or loss, which have been measured at fair

value. In addition, the carrying amounts of assets and liabilities
that are designated as hedged items in a fair value hedge are
adjusted for fair value changes attributable to the hedged risks.

The preparation of financial statements in conformity with FRS
requires management to exercise judgement, use estimates and
make assumptions that affect the application of policies and
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reported amounts of assets, liabilities, income and expenses.
Although these estimates are based on management’s best
knowledge of current events and actions, actual results may
differ from these estimates. Critical accounting estimates

and assumptions used that are significant to the financial
statements, and areas involving a higher degree of judgement
and complexity, are disclosed in Note 4.

On 1 January 2007, the Group adopted the new or revised FRS
and Interpretations to FRS (“INT FRS"”) that are applicable in
the current financial year. The financial statements have been
prepared in accordance with the relevant transitional provisions
in the respective FRS and INT FRS. The following are the FRS
and INT FRS that are relevant to the Group:

Presentation of Financial Statements —
Capital Disclosures

Events after the Balance Sheet Date
Income Taxes

Segment Reporting

Leases

Employee Benefits

Financial Instruments: Disclosure and
Presentation

Earnings per Share

Financial Instruments: Recognition and
Measurement

FRS 40 (new) Investment Property

FRS 102 (revised) Share-based Payment

FRS 103 (revised) Business Combinations

FRS 107 (new) Financial Instruments: Disclosures

FRS 1 (revised)

FRS 10 (revised)
FRS 12 (revised)
FRS 14 (revised)
FRS 17 (revised)
FRS 19 (revised)
FRS 32 (revised)

FRS 33 (revised)
FRS 39 (revised)

INT FRS 108 Scope of FRS 102 — Share-based Payment
INT FRS 109 Reassessment of Embedded Derivatives
INT FRS 110 Interim Financial Reporting and Impairment

The adoption of the above FRS and INT FRS did not result in
substantial changes to the Group’s accounting policies, which
are consistent with those used in the previous financial year.

2.2 Group accounting

Subsidiaries

Subsidiaries are entities that the Group has power to govern
the financial and operating policies of, in order to obtain
benefits from their activities. It is generally accompanied by

a shareholding of more than 50% of voting rights. Potential
voting rights that are exercisable or convertible are considered
when determining whether an entity is considered a subsidiary.

The purchase method is used to account for the acquisition
of subsidiaries. Subsidiaries are consolidated from the date
control is transferred to the Group to the date control ceases.
The cost of an acquisition is measured as the fair value of the
assets given, equity instruments issued or liabilities incurred
or assumed at the date of exchange, plus cost directly
attributable to the acquisition. Identifiable assets acquired,
and liabilities and contingent liabilities assumed in a business
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combination are measured initially at their fair value on the
date of acquisition, irrespective of the extent of any minority
interest. Refer to Note 2.10 for the Group’s accounting policy
on “Goodwill on consolidation”.

Special purpose entities

Entities in which the Group holds little or no equity are
consolidated as subsidiaries if the Group is assessed to have
control over them. Such control can be demonstrated through
predetermination of the entities’ activities, exposure to and
retention of majority of their residual or ownership risks, and
decision-making powers to obtain a majority of benefits of the
entities.

Joint ventures

Joint ventures are entities that are jointly controlled by the
Group together with one or more parties through contractual
arrangements. The Group recognises its interest in joint
ventures using the proportionate consolidation method.

Proportionate consolidation involves combining the Group’s
share of the joint venture’s income, expenses, assets and
liabilities on a line-by-line basis with similar items in the Group’s
financial statements.

Associates

Associates are entities in which the Group has significant
influence, but not control, and generally holds a shareholding
of between and including 20% and 50% of the voting rights.
The Group recognises its investment in associates using the
equity method of accounting. Investment in associates in

the consolidated balance sheet includes goodwill (net of
accumulated impairment loss) identified on acquisition.

Under the equity method of accounting, the Group’s
investment in associates is initially carried at cost. The initial
cost of an acquisition is measured at the fair value of the
assets given, equity instruments issued or liabilities assumed
at the date of exchange, plus costs directly attributable to the
acquisition. The carrying amount is increased or decreased

to recognise the Group’s share of net assets of the associate,
less any impairment in value after the date of acquisition.
Where the Group’s share of losses in an associate equals or
exceeds its interest in the associate, including any unsecured
receivables, the Group does not recognise further losses, unless
it has incurred obligations or made payments on behalf of the
associate.

The results of the associates are taken from the latest audited
accounts or unaudited management accounts of the associates,
prepared at dates not more than three months prior to the end
of the financial year of the Group.
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Investment cost at Company level

Investments in subsidiaries and associates are stated at cost

less accumulated impairment losses in the Company’s balance
sheet. On disposal of investments in subsidiaries and associates,
the difference between the net proceeds and the carrying
amounts of the investments is taken to the income statement.

Intra-group transactions

All intra-group transactions, balances, income and expenses are
eliminated on consolidation. Profits resulting from transactions
between the Group and its associates and joint ventures are
eliminated to the extent of the Group’s interests in these
companies. Losses are also eliminated unless the transaction
provides evidence of an impairment of an asset transferred.

Alignment of accounting policies

Where necessary, adjustments are made to the financial
statements of subsidiaries, associates and joint ventures to
bring the accounting policies used in line with those used by
the Group.

2.3 Foreign currency translation

Functional and presentation currency

[tems in the financial statements of the Company and each of
the Group's subsidiaries are translated using their functional
currency, being the currency of the primary economic
environment in which the entity operates. The financial
statements are presented in Singapore dollars, which is the
functional currency and presentation currency of the Company
and the Group.

Foreign currency transactions

Transactions in foreign currencies are measured at the
exchange rate ruling at the date of the transaction. Monetary
assets and liabilities denominated in foreign currencies are
translated into Singapore dollars at the exchange rate ruling at
the balance sheet date. Foreign exchange differences arising
from this translation are recognised in the income statement.
Non-monetary assets and liabilities measured at cost in a
foreign currency are translated using the exchange rate at the
date of the transaction. Non-monetary assets and liabilities
measured at fair value in foreign currencies are translated into
Singapore dollars at the exchange rate ruling at the date the
fair value was determined.

Unrealised exchange differences arising from non-monetary
financial assets classified as fair value through profit or loss
are recognised in the income statement. For non-monetary
financial assets classified as available-for-sale, unrealised
exchange differences are recorded directly in equity until the
assets are sold or become impaired.
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Foreign operations

The results and financial position of the Group’s operations

whose functional currency is not Singapore dollars are

translated into Singapore dollars in the following manner:

e Assets and liabilities are translated at the exchange rate
ruling at the balance sheet date;

® Income and expenses in the income statement are translated
at an average exchange rate approximating the exchange
rates at the dates of the transactions; and

e All resulting exchange differences are taken to the capital
reserves.

Goodwill and fair value adjustments arising on the acquisition
of a foreign operation on or after 1 January 2005 are treated
as assets and liabilities of the foreign operation and translated
at the closing rate. For acquisitions prior to 1 January 2005, the
foreign exchange rates at the dates of acquisition were used.

Consolidation adjustments

On consolidation, foreign exchange differences arising from
the translation of net investments in foreign entities, as well as
any borrowings and instruments designated as foreign currency
hedges of such investments, are taken to the capital reserves.
When a foreign operation is disposed of, such currency
translation differences are recognised in the income statement
as part of the gain or loss on disposal.

2.4 Segment reporting

The Group’s financial businesses are organised into the
Consumer Banking and Wholesale Banking Business Groups
and Central Operations. Wholesale Banking Business Group is
segregated into Enterprise Banking, Corporate and Investment
Banking, Global Financial Markets and Central Treasury Unit. In
total, the Group reports six business segments.

A business segment provides products or services whose
risks and returns are different from those of other business
segments. A geographical segment provides products or
services within a particular economic environment whose
risks and returns are different from those of other economic
environments. Business segments are the primary reporting
segments.

2.5 Revenue recognition

Net interest income

Net interest income, being interest income less interest
expense, is recognised on a time-proportionate basis using
the effective interest method. The effective interest rate is the
rate that discounts estimated future cash receipts or payments
through the expected life of the financial instrument or, when
appropriate, a shorter period to its carrying amount. The
calculation includes significant fees and transaction costs that
are integral to the effective interest rate, as well as premiums
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or discounts. No interest expense is accrued on the Group's
structured investment deposits which are carried at fair value
through profit or loss.

When a receivable is impaired, the Group reduces the carrying
amount to its recoverable amount, being the estimated future
cashflow discounted at the original effective interest rate of
the instrument. Interest earned on the recoverable amount is
recognised as interest income in the income statement.

Fee and commission income

The Group earns fee and commission income from a diverse
range of products and services provided to its customers.
Fee and commission income is recognised on the completion
of a transaction. For a service that is provided over a period
of time, fee and commission income is recognised over the
period which the related service is provided or credit risk is
undertaken.

Dividend income

Dividend income is recognised when the right to receive
payment is established. Dividend income arising from held for
trading financial assets is recognised in “Net trading income”,
while that arising from available-for-sale financial assets is
recognised in “Net income from financial investments”.

Rental income
Rental income from operating leases on properties is
recognised on a straight-line basis over the lease term.

2.6 Cash and cash equivalents

For the purposes of the cash flow statement, cash and cash
equivalents comprise cash on hand, non-restricted balances
with central banks, and trading government securities and
treasury bills which are readily convertible into cash.

2.7 Financial assets

Financial assets are classified according to the purpose for
which the assets were acquired. Management determines
the classification at initial recognition and re-evaluates the
designation at every reporting date, with the exception of the
reclassification in and out of the financial assets at fair value
through profit or loss category.

The classification of financial assets is as follows:

(a) Financial assets at fair value through profit or loss
are either acquired for the purpose of short-term selling
(held for trading) or designated by management on initial
recognition (designated under the fair value option).

Derivatives are classified as held for trading unless they are

designated as hedging instruments. The specific Group
accounting policy on derivatives is detailed in Note 2.15.
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Financial assets designated under the fair value option meet

at least one of the following criteria upon designation:

e it eliminates or significantly reduces measurement or
recognition inconsistencies that would otherwise arise
from measuring financial assets, or recognising gains or
losses on them, using different bases; or

e the financial asset contains an embedded derivative that
would otherwise need to be separately recorded.

(b) Loans and receivables are non-derivative financial assets
with fixed or determinable payments that are not quoted in
an active market.

Restructured Loans

Loans are classified as restructured loans when the Group
grants concessions to a borrower because of deterioration
in the financial position of the borrower or the inability of
the borrower to meet the original repayment schedule.

A restructured credit facility is classified into the appropriate
non-performing grade depending on the assessment of the
financial condition of the borrower and the ability of the
borrower to repay based on the restructured terms. Such
loans are not returned to the performing status until there
are reasonable grounds to conclude that the borrower

will be able to service all future principal and interest
payments on the credit facility in accordance with the
restructured terms.

(c) Available-for-sale financial assets are non-derivatives
that are either designated in this category or not classified
in any other categories. These financial assets are intended
to be held for an indefinite period of time, and may be
sold in response to needs for liquidity or changes in interest
rates, exchange rates or equity prices.

Recognition and derecognition

Purchases and sales of investments are recognised on the

date that the Group commits to purchase or sell the asset.
Investments are de-recognised when the Group has transferred
substantially all risks and rewards of ownership.

Initial measurement

Financial assets are initially recognised at fair value plus
transaction costs except for financial assets at fair value
through profit or loss, for which transaction costs are expensed
off immediately. The fair value of a financial asset on initial
recognition is usually the transaction price.

Subsequent measurement

Financial assets at fair value through profit or loss and available-
for-sale financial assets are subsequently carried at fair value.
Loans and receivables are carried at amortised cost using

the effective interest method. Unquoted equity investments
classified as available-for-sale for which fair values cannot be
reliably determined are carried at cost, less impairment.
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Realised or unrealised gains or losses on financial assets held
for trading and financial assets designated under the fair value
option are taken to “Net trading income” and “Net income
from financial instruments designated at fair value” respectively
in the income statement in the period they arise. Unrealised
gains or losses arising from changes in fair value of investments
classified as available-for-sale are recognised in the available-
for-sale revaluation reserves. When investments classified as
available-for-sale are sold or impaired, the accumulated fair
value adjustments in the available-for-sale revaluation reserves
are taken to the income statement.

Determination of fair value

The fair values of financial instruments traded in active markets
(such as exchange-traded and over-the-counter securities and
derivatives) are based on quoted market prices at the balance
sheet date. The quoted market prices used for financial assets
held by the Group are the current bid prices. If the market for
a financial asset is not active, the Group establishes fair value
by using valuation techniques. These include the use of recent
arm’s length transactions, reference to other instruments that
are substantially the same, discounted cash flow analysis and
option pricing models refined to reflect the issuer’s specific
circumstances.

2.8 Impairment of financial assets

The Group assesses at each balance sheet date whether there is
objective evidence that a financial asset or a group of financial
assets is impaired.

Financial assets carried at amortised cost
The Group carries out regular and systematic reviews of all
credit facilities extended to customers.

The criteria that the Group uses to determine that there is

objective evidence of an impairment loss include:

¢ Significant financial difficulty of the issuer or obligor,
including breach of covenants and/or financial conditions;

e A breach of contract, such as a default or delinquency in
interest or principal payments;

e Granting of a concession to the borrower, for economic or
legal reasons relating to the borrower’s financial difficulty,
that the entity would not otherwise consider; and

e High probability of bankruptcy or other financial
reorganisation of the borrower.

Specific allowances for credit losses

A specific allowance for credit losses is established if there is
objective evidence that the Group will be unable to collect
all amounts due under a claim according to the original
contractual terms or the equivalent value. A “claim” means
a loan, debt security or a commitment such as a letter of
guarantee and letter of credit.
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A specific allowance for credit losses is reported as a reduction
in the carrying value of a claim on the balance sheet. For

an off-balance sheet item such as a commitment, a specific
allowance for credit loss is reported as an increase in other
liabilities.

Specific allowances for credit losses are evaluated either as
being counterparty-specific or collective according to the
following principles:

Counterparty-specific: Individual credit exposures are evaluated
using the discounted cash flow method and an allowance is
made when existing facts, conditions or valuations indicate
that the Group is not likely to collect part or all of the principal
and interest due contractually on the claim. An allowance is
reversed only when there has been an identifiable event that
led to an improvement in the collectibility of the claim.

When a loan is uncollectible, it is written off against the related
allowance for loan impairment. Such loans are written off after
all the necessary procedures have been completed and the
amount of the loss has been determined. Recoveries in full or
in part of amounts previously written off are credited to the
income statement in “Allowances for credit losses”.

Collective: Homogenous consumer loans such as housing loans
and credit card receivables, are pooled according to their risk
characteristics, and assessed and provided for collectively as

a group, taking into account the historical loss experience of
such loans.

General allowances for credit losses

Apart from specific allowances, the Group also carries general
allowances for credit losses. The Group maintains a level of
allowances that is deemed sufficient to absorb all credit losses
inherent in its loan portfolio (including off-balance sheet credit
exposures). In determining the level of general allowances, the
Group considers country and portfolio risks, as well as industry
practices. The Group maintains general allowances of at least
1% of credit exposures on and off the balance sheet net of
collaterals and after deducting specific allowances that have
been made.

Available-for-sale financial assets

The Group assesses at each balance sheet date whether there
is objective evidence that an available-for-sale financial asset

is impaired. In the case of equity investments, a significant or
prolonged decline in the fair value of the security below its cost
is considered in determining whether the assets are impaired.
When there is objective evidence of an impairment of an
available-for-sale financial asset, the cumulative loss — measured
as the difference between the acquisition cost and the current
fair value, less any impairment loss on that financial asset
previously recognised in the income statement — is removed
from the revaluation reserve within equity and recognised in
the income statement. Impairment losses recognised in the
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income statement on equity investments are not reversed
through the income statement, until the equity investments are
disposed of. A subsequent recovery in the value of an available-
for-sale debt instrument whose value is impaired is reversed
through the income statement if there has been an identifiable
event that led to the recovery.

2.9 Repurchase agreements

Repurchase agreements (“Repos”) are treated as
collateralised borrowing. The amount borrowed is reflected
as a liability either as “Due to non-bank customers”, “Due to
banks” or “Financial liabilities at fair value through profit or
loss”. The securities sold under repos are treated as pledged
assets and remain on the balance sheet at amortised cost or
fair value depending on their classification.

Reverse repurchase agreements (“Reverse repos”) are
treated as collateralised lending. The amount lent is reflected
as an asset either as “Loans and advances to customers”,
“Due from banks” or “Financial assets at fair value through
profit or loss”.

Amounts paid and received on the repos and reverse repos are
amortised as interest expense and interest income respectively
on an effective interest basis.

2.10 Goodwill on consolidation

Goodwill in a business combination represents the excess of
acquisition cost over the fair values of the identifiable assets
acquired, liabilities and contingent liabilities assumed at the
date of exchange. Goodwill is stated at cost less impairment
losses and it is tested at least annually for impairment.

Any deficiency of the cost of acquisition below the fair values
of the identifiable net assets acquired (i.e. a discount on
acquisition) is recognised directly in the income statement in
the period of acquisition.

At the acquisition date, any goodwill acquired is allocated
to each of the cash-generating units (“CGU") expected to
benefit from the combination’s synergies for the purpose of
impairment testing.

2.11 Properties and other fixed assets

Properties and other fixed assets are stated at cost less
accumulated depreciation and impairment losses. The cost
of an item of properties and other fixed assets includes its
purchase price and any cost that is directly attributable to
bringing the asset to the location and condition necessary
for it to be capable of operating in the manner intended by
management.
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The basis of depreciation is as follows:

Properties

Leasehold land, where the balance of the leasehold period is
100 years or less, is depreciated over the remaining period of
the lease. Leasehold land where the unexpired lease period is
more than 100 years is not depreciated.

Buildings are depreciated on a straight-line basis over their
useful lives estimated at 50 years or over the remaining lease
period, whichever is shorter.

Other fixed assets

Depreciation is calculated using the straight line method to
write down the cost of other fixed assets to their residual
values over their estimated useful life as follows:

Computer software 3 -5 years
Office equipment 5 - 8 years
Furniture and fittings 5 - 8 years

The residual values of fixed assets are reviewed on each balance
sheet date.

Subsequent expenditure relating to properties and other fixed
assets that has already been recognised is added to the carrying
amount of the asset only when it is probable that future
economic benefit associated with the item can be measured
reliably. Other subsequent expenditure is recognised as hire

and maintenance expense in the income statement during the
financial year in which it is incurred.

On disposal of an item of properties and other fixed assets, the
difference between the net disposal proceeds and its carrying
amount is taken to the income statement.

2.12 Impairment of non-financial assets

Goodwill

An impairment loss is recognised when the carrying amount of

a CGU, including the goodwill, exceeds the recoverable amount
of the CGU. Recoverable amount of a CGU is the higher of the

CGU’s fair value less cost to sell and their value-in-use.

An impairment loss on goodwill recognised in the income
statement cannot be reversed in subsequent periods.

Properties and other fixed assets, and investment in
subsidiaries, associates and joint ventures

Properties and other fixed assets, and investment in
subsidiaries, associates and joint ventures are reviewed for
impairment at each balance sheet date to determine if events
or changes in circumstances indicate that the carrying value
may not be recoverable. If such an indication exists, the
carrying value of the asset is written down to its recoverable
amount (being the higher of the fair value less cost to sell and
the value-in-use). The impairment loss is charged to the income
statement.
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2.13 Financial liabilities

The Group classifies its financial liabilities in the following
categories: (a) financial liabilities at fair value through profit or
loss; and (b) financial liabilities at amortised cost.

Financial liabilities are classified as financial liabilities at fair
value through profit or loss if they are incurred for the purpose
of short-term repurchasing (held for trading) or designated by
management on initial recognition (designated under the fair
value option).

Derivatives are classified as held for trading unless they are
designated as hedging instruments. The specific Group
accounting policy on derivatives is detailed in Note 2.15.

Financial liabilities designated under the fair value option meet

at least one of the following criteria upon designation:

e it eliminates or significantly reduces measurement or
recognition inconsistencies that would otherwise arise from
measuring financial liabilities, or recognising gains or losses
on them, using different bases; or

e the financial liability contains an embedded derivative that
would otherwise need to be separately recorded.

Financial liabilities are initially recognised at fair value, net

of transaction costs incurred. Financial liabilities classified at
fair value through profit or loss are subsequently carried at
fair value. Realised or unrealised gains or losses on financial
liabilities held for trading and financial liabilities designated
under the fair value option are taken to “Net trading income”
and “Net income from financial instruments designated at fair
value” respectively in the income statement in the period they
arise. All other financial liabilities are subsequently carried at
amortised cost using the effective interest method.

The fair value of financial liabilities is estimated by discounting
the future contractual cash flows at the current market
interest rate that is available to the Group for similar financial
instruments.

A financial liability is removed or derecognised from the
balance sheet when the obligation specified in the contract is
discharged, cancelled or expired.

2.14 Provisions and other liabilities

Provisions are recognised when the Group has a present

legal or constructive obligation as a result of past events, it is
probable that an outflow of resources embodying economic
benefits will be required to settle the obligation, and a reliable
estimate of the amount of the obligation can be made.

The amount recognised as a provision is the best estimate of

the expenditure required to settle the present obligation at the
balance sheet date.
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2.15 Derivative financial instruments and hedge
accounting
Derivatives are initially recognised at fair value at the date on
which a derivative contract is entered into and are subsequently
remeasured at fair value. All derivatives are classified as assets
when the fair value is positive (“Positive replacement values”)
and as liabilities when the fair value is negative (“Negative
replacement values”).

Changes in the fair value of derivatives other than those
designated as fair value hedges, cash flow hedges or net
investments in foreign operations hedges are included in “Net
trading income”.

Certain derivatives embedded in other financial instruments
are treated as separate derivatives when their economic
characteristics and risks are not closely related to those of

the host contract and the host contract is not carried at fair
value through profit or loss. These embedded derivatives are
measured at fair value with changes in fair value recognised in
“Net trading income”.

For financial instruments designated as hedging instruments,
each entity within the Group documents at the inception the
relationship between the hedging instrument and hedged
item, including the risk management objective for undertaking
various hedge transactions and methods used to assess the
effectiveness of the hedge. Each entity within the Group also
documents its assessment, both at hedge inception and on an
ongoing basis, of whether the derivative is highly effective in
offsetting changes in the fair value or cash flows of the hedged
item.

Fair value hedge

For a qualifying fair value hedge, the changes in the fair

value of the derivative are recorded in the income statement,
together with any changes in the fair value of the hedged item
attributable to the hedged risk. Gain or loss arising from hedge
ineffectiveness is recognised in the income statement.

If the hedge no longer meets the criteria for hedge accounting,
the adjustment to the carrying amount of a hedged item for
which the effective interest method is used, is amortised to the
income statement over the remaining period to maturity of the
hedged item.

Cash flow hedge

The effective portion of changes in the fair value of a derivative
designated and qualifying as a hedge of future cash flows is
recognised directly in the cash flow hedge reserve, and taken
to the income statement in the periods when the hedged item
affects profit or loss. The ineffective portion of the gain or loss
is recognised immediately in the income statement under “Net
trading income”.
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When a hedging instrument expires or is sold, or when a

hedge no longer meets the criteria for hedge accounting, any
cumulative gain or loss existing in the cash flow hedge reserve
remains until the forecast transaction is ultimately recognised in
the income statement. When a forecast transaction is no longer
expected to occur, the cumulative gain or loss in the cash

flow hedge reserve is recognised immediately in the income
statement.

Hedge of net investment in a foreign operation

Hedges of net investments in the Group’s foreign operations
are accounted for in a manner similar to cash flow hedges.
The gain or loss from the derivative relating to the effective
portion of the hedge is recognised in the capital reserve. The
gain or loss relating to the ineffective portion of the hedge is
recognised immediately in the income statement under “Net
trading income”. On disposal of the foreign operations, the
cumulative gain or loss in the capital reserve is taken to the
income statement under “Net trading income”.

2.16 Recognition of day one profit

The Group enters into transactions where the fair value is
determined using valuation models for which not all inputs are
market observable prices or rates. Such financial instruments
are initially recognised at transaction price, which is the best
indicator of fair value. The difference between the transaction
price and the price determined based on the valuation model
is not recognised immediately in the income statement. This
difference, commonly referred to as “day one profit” is released
to the income statement on the earlier of the following: (a)
amortised over the tenor of the transaction; (b) when all the
market inputs become observable; or (c) on derecognition.

2.17 Employee benefits

Employee benefits, which include base pay, cash bonuses,
share-based compensation, contribution to defined
contribution plans such as the Central Provident Fund and
other staff-related allowances, are recognised in the income
statement when incurred. For defined contribution plans,
contributions are made to publicly or privately administered
funds on a mandatory, contractual or voluntary basis. Once
the contributions have been paid, the Group has no further
payment obligations.

Employee entitlement to annual leave is recognised when they
accrue to employees. A provision is made for the estimated
liability for annual leave as a result of services rendered by
employees up to the balance sheet date.

2.18 Share-based compensation

Employee benefits also include share-based compensation,
namely, the DBSH Share Ownership Scheme, the DBSH Share
Option Plan, the DBSH Share Plan (previously known as DBSH
Performance Share Plan) and the DBSH Employee Share Plan.
The details of the Scheme and Plans are described in Note 43.
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Equity instruments granted and ultimately vested under the
Plans are recognised in the income statement based on the

fair value of the equity instrument at the date of grant. The
expense is amortised over the vesting period of each award,
with a corresponding adjustment to the Share option/plan
reserves. Monthly contributions to the Scheme are expensed off
when incurred.

For the DBSH Share Plan and the DBSH Employee Share Plan,
a trust has been set up for each share plan. The employee
trust funds are consolidated and the DBSH shares held by the
trust funds are accounted for as “Treasury shares”, which are
included as a deduction within equity.

2.19 Deferred tax

Deferred income tax is provided in full, using the liability
method, on temporary differences arising between the tax
bases of assets and liabilities and their carrying amounts in the
financial statements. Temporary differences are not recognised
for goodwill that is not deductible for tax purposes and for

the initial recognition of assets or liabilities that neither affects
accounting nor taxable profit. The amount of deferred tax
provided is based on the expected manner of realisation or
settlement of the carrying amount of assets and liabilities, using
tax rates enacted or substantively enacted by the balance sheet
date.

Deferred tax assets are recognised to the extent that it is
probable that future taxable profits will be available against
which the temporary differences can be utilised.

Deferred tax is provided on temporary differences arising on
investments in subsidiaries, associates and joint ventures,
except where the timing of the reversal of the temporary
difference can be controlled and it is probable that the
temporary difference will not be reversed in the foreseeable
future.

2.20 Financial guarantees

A financial guarantee is initially recognised in the financial
statements at fair value on the date the guarantee was
given. Subsequent to initial recognition, the Group’s liability
under each guarantee is measured at the higher of the initial
measurement, less amortisation calculated to recognise the
initial measurement in the income statement over the period
of the financial guarantee and the best estimate of the
expenditure required to settle any financial obligation arising
at the balance sheet date. Examples include letter of credit,
shipping guarantee, airway guarantee, letter of guarantee etc.

The exposure to potential losses associated with a financial
guarantee is monitored periodically. When there is objective
evidence indicating probability of losses occurring, a provision is
recognised for the financial guarantee.

DBS Group Holdings Ltd

2.21 Dividend payment

Interim dividends are recorded during the financial year in
which they are declared payable. Final dividends are recorded
during the financial year in which the dividends are approved
by the shareholders at the Annual General Meeting.

2.22 Offsetting financial instruments

Certain financial assets and liabilities offset each other and the
net amount is reported in the balance sheet when there is a
legally enforceable right to set off the recognised amounts and
there is an intention to settle on a net basis, or realise the asset
and settle the liability simultaneously.

2.23 Operating leases

Operating leases are charged to the income statement on
a straight-line basis over the period of the lease. When an
operating lease is terminated before the lease period has
expired, any payment that has to be made to the lessor is
recognised as an expense in the period the termination
takes place.

2.24 Fiduciary activities

Assets and income belonging to a customer for whom the
Group acts in a fiduciary capacity as nominee, trustee or agent,
are excluded from the financial statements.

2.25 Comparatives
Where applicable, comparative figures have been reclassed in
order to adopt the current year’s presentation.

3 NEW FRS ISSUED BUT NOT YET EFFECTIVE
The Group has not applied the following FRS and INT FRS that
have been issued but not yet effective.

FRS 108: Operating Segments

FRS 108 becomes effective for financial years beginning on

or after 1 January 2009. It replaces a current accounting
standard, FRS 14 — Segment Reporting. FRS 108 introduces the
management approach to segment reporting and a single set
of operating segments will replace the primary and secondary
segments. Information reviewed by the chief operating
decision-maker will determine the segments, the measure of
segment performance and disclosures.

The adoption of FRS 108 will create additional disclosure
requirements for the Group’s financial statements.

INT FRS 111: FRS 102 — Group and Treasury Share
Transactions

INT FRS 111 becomes effective for financial years beginning

on or after 1 March 2007. INT FRS 111 provides clarification

on circumstances when a share-based arrangement should be
accounted for as an equity-settled or a cash-settled transaction.
It also addresses the accounting for share-based payment
transactions involving two or more entities within the Group.
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There is no expected material impact on the Group’s financial
statements arising from this new INT FRS.

4 CRITICAL ACCOUNTING ESTIMATES

The Group's accounting policies and use of estimates are
integral to the reported results. Certain accounting estimates
require exercise of management'’s judgement in determining
the appropriate methodology for valuation of assets and
liabilities. In addition, procedures are in place to ensure that
methodologies are reviewed and revised as appropriate. The
Group believes its estimates for determining the valuation of its
assets and liabilities are appropriate.

The following is a brief description of the Group’s critical
accounting estimates involving management’s valuation
judgement.

4.1 Impairment allowances on claims

It is the Group’s policy to establish, through charges against
profit, specific and general allowances in respect of estimated
and inherent credit losses in its portfolio.

In determining specific allowances, management considers
objective evidence of impairment. When a loan is impaired,

a specific allowance is assessed by using the discounted cash
flow method, measured as the difference between the asset’s
carrying amount and the present value of estimated future
cash flows discounted at the original effective interest rate.
The amount of specific allowance also takes into account the
collateral value, which may be discounted to reflect the impact
of a forced sale or timely liquidation.

In determining general allowance, the Group has applied

the transitional arrangements under Notice to Banks No.

612, “Credit Files, Grading and Provisioning” issued by the
Monetary Authority of Singapore. These arrangements will be
in place until the Group believes that the incurred loss concept
under FRS 39 can be robustly determined.

4.2 Fair value of financial instruments

Fair value is defined as the value at which positions can

be closed or sold in a transaction with a willing and
knowledgeable counterparty. The majority of the Group’s
financial instruments reported at fair value are based on quoted
and observable market prices or on internally developed models
that are based on independently sourced market parameters,
including interest rate yield curves, option volatilities and
currency rates.

Management exercises judgement in determining the risk
characteristics of various financial instruments, discount rates,
estimates of future cash flows, future expected loss experience
and other factors used in the valuation process. Judgement
may also be applied in estimating prices for less readily
observable external parameters. Other factors such as model
assumptions, market dislocations and unexpected correlations
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can also materially affect these estimates and the resulting fair
value estimates.

4.3 Impairment review of goodwill on consolidation
The Group performs an impairment review to ensure that the
carrying value of the goodwill does not exceed its recoverable
amount from the CGU to which the goodwill is allocated.

The recoverable amount represents the present value of the
estimated future cash flows expected to arise from continuing
operations. Therefore, in arriving at the recoverable amount,
management exercises judgement in estimating the future cash
flows, growth rate and discount rate.

4.4 Income taxes

The Group has exposure to income taxes in numerous
jurisdictions. Significant judgement is involved in determining
the group-wide provision for income taxes. There are certain
transactions and computations for which the ultimate tax
determination is uncertain during the ordinary course of
business. The Group recognises liabilities for expected tax issues
based on reasonable estimates of whether additional taxes
will be due. Where the final tax outcome of these matters

is different from the amounts that were initially recognised,
such differences will impact the income tax and deferred tax
provisions in the period in which such determination is made.

5 NET INTEREST INCOME

The Group
In $ millions 2007 2006
Cash and balances with central 1,261 1,001
banks and Due from banks
Loans and advances to customers 5,405 4,559
Debt securities 2,424 2,249
Total interest income 9,090 7,809
Due to banks 591 538
Due to non-bank customers 3,079 2,746
Others 1,312 934
Total interest expense 4,982 4,218

Net interest income 4,108 3,591

The Group
In $ millions 2007 2006
Interest income for financial assets at fair 975 1,005
value through profit or loss
Interest income for financial assets not at 8,115 6,804

fair value through profit or loss
Interest expense for financial liabilities at (675) (492)
fair value through profit or loss

Interest expense for financial liabilities not  (4,307) (3,726)
at fair value through profit or loss
Total 4,108 3,591
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6 NET FEE AND COMMISSION INCOME

9 NET INCOME FROM FINANCIAL INVESTMENTS

The Group The Group
In $ millions 2007 2006 In $ millions 2007 2006
Fee and commission income 1,804 1,400 Debt securities
Fee and commission expense 342 245 — Available-for-sale 47 35
. — Loans and receivables 1 3
Net fee and commission income 1,462 1,155 . "
Equity securities®® 402 191
Comprising:
. Total 450 229
Stock broking 250 141
Wealth management 249 170 Comprising gains transferred from:
Loan-related 232 166 Available-for-sale revaluation reserves 395 101
Trade and remlttgnces 206 190 (@) There is no sale of unquoted securities in 2007. Included in 2006 was
Investment banking 171 150 $16 million profits on sale of unquoted equity securities which were stated
Credit card 132 115 at cost. Their carrying amount was $1 million at the time of sale
Deposit-related 78 79 (b) Included dividend income of $28 million (2006: $58 million)
Fund management 43 62
Guarantees 36 30 10 OTHER INCOME
Others 65 52 The Group
.. . I illi 2007 2006
Net fee and commission income® 1,462 1,155 n § millions
(@) Included net fee and commission income of $75 million (2006: $89 million) Rental .mcome ) ) 14 14
derived from the provision of trust and other fiduciary services during Net gain on properties and other fixed assets® 6 104
the year. Net fee and commission income earned from financial assets Others 29 15
or liabilities not at fair value through profit or loss is $440 million (2006:
Total 49 133

$355 million) during the year

7 NET TRADING INCOME

The Group
In $ millions 2007 2006
From trading businesses
— Foreign exchange 151 379
— Interest rates, credit and equities® 45 153
Other businesses (16) (10)
Total 180 522
(@) Included dividend income of $31 million (2006: $22 million)
8 NET INCOME FROM FINANCIAL INSTRUMENTS

DESIGNATED AT FAIR VALUE

The Group
In $ millions 2007 2006
Financial assets designated at fair value 3) (2)
Financial liabilities designated at fair value (83) (190)
Total (86) (192)

Gains or losses from changes in fair value of financial liabilities
designated at fair value, not attributable to changes in market
conditions, are not material. Refer to Note 31.

DBS Group Holdings Ltd

(@) Included in 2006 were one-time gains of $50 million and $54 million from
the sale of DBS Tampines Centre and Hong Kong Queen’s Road Office
respectively

11 EMPLOYEE BENEFITS

The Group
In $ millions 2007 2006
Salary and bonus 1,186 1,067
Contributions to defined contribution plans 55 55
Share-based expenses 34 28
Others 109 94
Total 1,384 1,244
12 OTHER EXPENSES

The Group
In $ millions 2007 2006
Computerisation expenses® 370 349
Occupancy expenses® 189 161
Revenue-related expenses 135 105
Others© 414 380
Total 1,108 995

(a) Computerisation expenses include hire and maintenance of computer
hardware and software

(b) Occupancy expenses include amounts incurred in the maintenance and
service of buildings owned by the Group’s subsidiary companies, rental
expenses of office and branch premises

(c) Others include product and corporate image advertising expenses, office
administration expenses (e.qg. printing and stationery, telecommunications,
etc) and legal and professional fees
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Included in the above table are:

The Group

In $ millions 2007 2006

Hire and maintenance of fixed assets, 107 98
including building-related expenses

Audit fees payable to Ernst & Young 3 3
Singapore

Audit fees payable to Ernst & Young firms 2 2
outside Singapore

Non audit fees payable to Ernst & Young # 1
Singapore

Non audit fees payable to Ernst & Young 1 #

firms outside Singapore

# Amount under $500,000

13 ALLOWANCES FOR CREDIT AND OTHER LOSSES

The Group
In $ millions 2007 2006
Loans and advances to customers (Note 20) 128 228
Financial investments (Note 21) 535 (32)
Properties and other fixed assets (86) (71)
(Note 27)
Off-balance sheet credit exposures (Note 32) 6 31
Others (bank loans and sundry debtors) 34 21
Total 617 135

14 INCOME TAX EXPENSE
Income tax expense in respect of profit for the financial year is
analysed as follows:

The Group

In $ millions 2007 2006
Current tax expense

— Current year 617 459
— Prior years' provision - 50
Deferred tax expense

— Effect of change in tax rate 4 -
— (Origination)/Reversal of temporary (32) 61

differences

— Prior years' provision - 5
Total 589 575

The deferred (credit)/charge in the income statement comprises
the following temporary differences:

The Group
In $ millions 2007 2006
Accelerated tax depreciation (3) (6)
Allowances for loan losses (8) 75
Other temporary differences (17) (3)
Deferred tax expense (credited)/charged (28) 66

to income statement
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The tax on the Group’s profit (before share of profits of
associates) differs from the theoretical amount that would arise
using the Singapore basic tax rate as follows:

The Group
In $ millions 2007 2006
Profit 2,928 2,934
Prima facie tax calculated at a tax rate 527 587
of 18% (2006: 20%)
Effect of different tax rates in 62 (M
other countries
Effect of change in tax rate 4 -
Income not subject to tax (56) (14)
Income taxed at concessionary rate (63) (68)
Non-tax deductible provisions 33 (14)
Others 82 85
Income tax expense charged to 589 575

income statement

The corporate income tax rate applicable to Singapore
companies of the Group was reduced from 20% for year of
assessment 2007 (refers to financial year 2006) to 18% for year
of assessment 2008 (refers to financial year 2007).

Refer to Note 28 for further information on deferred tax assets/
liabilities.

15 EARNINGS PER ORDINARY SHARE

The Group

In $ millions 2007 2006

Weighted average number of (a) 1,511 1,504
ordinary shares in issue

Dilutive effect of share options 5 4

Full conversion of non-voting 66 66
redeemable CPS

Full conversion of non-voting # #
convertible preference shares

Weighted average number of (aa) 1,582 1,574

ordinary shares in issue (diluted)

# Amount under $500,000
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The Group For the purpose of calculating the diluted earnings per ordinary
In $ millions 2007 2006 share, the weighted average number of ordinary shares in issue
. . is adjusted to take into account the effect of a full conversion
Net profit attributable to (b) 2,278 2,269 . ) e
p " of non-voting convertible preference shares (“CPS”) and non-
shareholders (“Net Profit"”) : » . .
Net profit (less preference dividends) (c) 2262 7753 voting redeemable CPS. In addition, the calculation takes into
’ ' account the exercise of all outstanding share options granted to

Earnings per ordinary share ($) employees when such shares would be issued at a price lower
Basic ()/(a) 1.50 1.50 than the average share price during the financial year.
Diluted (b)/(aa) 1.44 1.45

16 MEASUREMENT BASIS OF FINANCIAL INSTRUMENTS

The Group
2007
Designated Loans and
at fair value  receivables/
Held for through amortised Available- Held for

In $ millions trading profit or loss cost for-sale hedging Total
Assets

Cash and balances with central banks - - 18,564 - - 18,564
Singapore Government securities and treasury bills 3,568 - - 11,865 - 15,433
Due from banks - - 23,304 - - 23,304
Financial assets at fair value through profit or loss 17,148 2,395 - - - 19,543
Positive replacement values 12,906 - - - 213 13,119
Loans and advances to customers - - 106,344 - - 106,344
Financial investments - - 2,427 16,755 - 19,182
Securities pledged 1,662 - - 2,453 - 4,115
Other assets - - 5,871 - - 5,871
Total financial assets 35,284 2,395 156,510 31,073 213 225,475
Other asset items outside the scope of FRS 39 8,116
Total assets 233,591
Liabilities

Due to banks - - 15,464 - - 15,464
Due to non-bank customers - - 145,368 - - 145,368
Financial liabilities at fair value through profit or loss 14,625 3,617 - - - 18,242
Negative replacement values 12,426 - - - 128 12,554
Bills payable - - 380 - - 380
Other liabilities - - 6,849 - - 6,849
Other debt securities in issue - - 1,199 - - 1,199
Subordinated term debts - - 8,954 - - 8,954
Total financial liabilities 27,051 3,617 178,214 - 128 209,010
Other liability items outside the scope of FRS 39 1,423
Total liabilities 210,433
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The Group
2006
Designated Loans and
at fair value  receivables/
Held for through amortised Available- Held for
In $ millions trading profit or loss cost for-sale hedging Total
Assets
Cash and balances with central banks - - 11,846 - - 11,846
Singapore Government securities and treasury bills 3,319 - - 9,524 - 12,843
Due from banks - - 25,202 71 - 25,273
Financial assets at fair value through profit or loss 14,300 2,196 - - - 16,496
Positive replacement values 8,074 - - - 141 8,215
Loans and advances to customers - - 85,149 - - 85,149
Financial investments - - 1,930 20,331 - 22,261
Securities pledged 1,483 - - 1,383 - 2,866
Other assets - - 4,479 - - 4,479
Total financial assets 27,176 2,196 128,606 31,309 141 189,428
Other asset items outside the scope of FRS 39 7,944
Total assets 197,372
Liabilities
Due to banks - - 7,863 - - 7,863
Due to non-bank customers - - 122,092 - - 122,092
Financial liabilities at fair value through profit or loss 13,895 5,813 - - - 19,708
Negative replacement values 7,762 - - - 111 7,873
Bills payable - - 511 - - 511
Other liabilities - - 6,356 - - 6,356
Other debt securities in issue - - 3,950 - - 3,950
Subordinated term debts - - 6,749 - - 6,749
Total financial liabilities 21,657 5,813 147,521 - 111 175,102
Other liability items outside the scope of FRS 39 1,224
Total liabilities 176,326
17 CASH AND BALANCES WITH CENTRAL BANKS 18 SINGAPORE GOVERNMENT SECURITIES AND
The Group TREASURY BILLS
In $ millions 2007 2006 The Group
Cash on hand 1,007 988 In $ millions 2007 2006
Balances with central banks Held for trading 3,568 3,319
— Restricted balances 2,611 2,556 Available-for-sale 11,865 9,524
— Non-restricted balances 14,946 8,302 Total 15.433 12,843
fotal 18,564 11846 Varket value 15433 12,843
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19  FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFIT

OR LOSS
The Group

In $ millions 2007 2006
Trading

Other government securities and 2,752 2,509

treasury bills

Corporate debt securities 9,957 8,606
Equity securities 1,529 790
Loans and advances to customers 1,650 1,153
Other financial assets (due from banks) 1,260 1,242
Sub-total 17,148 14,300
Fair value designated

Corporate debt securities 1,957 1,868
Loans and advances to customers 438 328
Sub-total 2,395 2,196
Total 19,543 16,496
Analysed by industry

Manufacturing 1,314 918
Building and construction 286 129
General commerce 124 111
Transportation, storage and communications 888 641
Financial institutions, investment and 9,909 8,849

holding companies

Government 2,752 2,509
Others 4,270 3,339
Total 19,543 16,496

Fair value designated loans and advances
and related credit derivatives/enhancements
Maximum credit exposure 438 328

Credit derivatives/enhancements — (438) (328)
protection bought

Cumulative change in fair value arising (40) (7)
from changes in credit risk

Cumulative change in fair value of 40 7

related credit derivatives/enhancements

Changes in fair value arising from changes in credit risks are
determined as the amount of change in their fair value that

is not attributable to changes in market conditions that give
rise to market risk. Changes in market conditions that give rise
to market risk include changes in a benchmark interest rate,
foreign exchange rate or index of prices or rates.

During the year, the amount of change in the fair value of the
loans and advances attributable to credit risk was $33 million
(2006: $1 million).

During the year, the amount of change in the fair value of

the related credit derivatives/enhancements was $33 million
(2006: $1 million).

DBS Group Holdings Ltd

20 LOANS AND ADVANCES TO CUSTOMERS

The Group
In $ millions 2007 2006
Gross 107,685 86,599
Less: Specific allowances 436 564
General allowances 905 886
Net total 106,344 85,149
Comprising:
Bills receivable 3,519 2,926
Loans 102,825 82,223
Net total 106,344 85,149
Analysed by industry
Manufacturing 14,018 10,854
Building and construction 13,004 10,883
Housing loans 26,306 25,043
General commerce 10,042 8,930
Transportation, storage and 11,169 7,709
communications
Financial institutions, investment 12,373 8,521
and holding companies
Professionals and private individuals 9,730 7,948
(except housing loans)
Others 11,043 6,711
Gross total 107,685 86,599
Analysed by products
Long-term loans 48,923 36,188
Short-term facilities 25,621 19,117
Overdrafts 3,242 3,262
Housing loans 26,306 25,043
Trade financing 3,593 2,989
Gross total 107,685 86,599

Analysed by currency and fixed/variable rates
Fixed rate®

Singapore dollar 10,597 7,941
Hong Kong dollar 614 633
US dollar 1,513 229
Others 2,827 820
Sub-total 15,551 9,623
Variable rate®

Singapore dollar 32,050 27,671
Hong Kong dollar 25,398 24,309
US dollar 23,009 15,068
Others 11,677 9,928
Sub-total 92,134 76,976
Gross total 107,685 86,599

(a) Fixed rate loans refer to long-term loans where the interest rates are fixed
for the initial 1 to 3 years for certain mortgage loans, and over the entire
loan period for other loans

(b) Variable rate loans refer to loans that are pegged to prime, short-term cost
of funds or inter-bank rates
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The table below shows the movements in specific and general allowances during the year for the Group:

2007
Charge/
(Write-back)  Net write-off Exchange

Balance at to income during the and other Balance at
In $ millions 1 January statement year movements 31 December
Specific allowances
Manufacturing 163 118 (127) - 154
Building and construction 41 (11) (11) - 19
Housing loans 54 (26) 5 - 33
General commerce 131 4 (8) - 127
Transportation, storage and communications 12 8) - - 4
Financial institutions, investment and holding companies 32 (28) 5 - 9
Professionals and private individuals (except housing loans) 46 25 (34) - 37
Others 85 18 (29) (21) 53
Total specific allowances 564 92 (199) (21) 436
General allowances
Manufacturing 107 32 - - 139
Building and construction 108 21 - - 129
Housing loans 250 (116) - - 134
General commerce 88 1 - - 929
Transportation, storage and communications 77 35 - - 112
Financial institutions, investment and holding companies 85 39 - - 124
Professionals and private individuals (except housing loans) 79 18 - - 97
Others 92 (4) - (17) 71
Total general allowances 886 36 - (17) 905
Total allowances 1,450 128 (199) (38) 1,341
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2006
Charge/
(Write-back)  Net write-off Exchange
Balance at to income during the and other Balance at
In $ millions 1 January statement year movements 31 December
Specific allowances
Manufacturing 219 38 (94) - 163
Building and construction 30 13 (2) - 41
Housing loans 63 (6) (3) - 54
General commerce 142 39 (50) - 131
Transportation, storage and communications 13 - (1) - 12
Financial institutions, investment and holding companies 36 (5) 1 - 32
Professionals and private individuals (except housing loans) 61 37 (52) - 46
Others 72 43 (15) (15) 85
Total specific allowances 636 159 (216) (15) 564
General allowances
Manufacturing 83 24 - - 107
Building and construction 89 19 - - 108
Housing loans 249 1 - - 250
General commerce 85 3 - - 88
Transportation, storage and communications 69 8 - - 77
Financial institutions, investment and holding companies 80 5 - - 85
Professionals and private individuals (except housing loans) 71 8 - - 79
Others 125 1 - (34) 92
Total general allowances 851 69 - (34) 886
Total allowances 1,487 228 (216) (49) 1,450
21  FINANCIAL INVESTMENTS
The Group The Group
In $ millions 2007 2006 In $ millions 2007 2006
Available-for-sale Analysed by industry
Quoted other government 2,248 2,858 Manufacturing 1,005 545
securities and treasury bills Building and construction 1,664 1,019
Quoted corporate debt securities 12,216 15,343 General commerce 266 121
Quoted equity securities 1,987 1,996 Transport, storage and communications 787 830
Unquoted equity securities 442 298 Financial institutions, investment and 10,579 13,521
Less: Impairment allowances 138 164 holding companies
. ) . Government 2,248 2,858
Available-for-sale financial investments 16,755 20,331 Others 2,633 3367
Loans and receivables .
Corporate debt securities 2,720 1,957 Total carrying value 19,182 22,261
Less: Impairment allowances 293 27
Loans and receivables financial 2,427 1,930
investments
Total 19,182 22,261
Market value of quoted securities 18,921 22,137
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The table below shows the movements in impairment allowances during the year for the Group:

Charge/
(Write-back) Write-off Exchange
Balance at to income during the and other Balance at
In $ millions 1 January statement year movements 31 December
2007
Available-for-sale
Quoted corporate debt securities 41 - - 9) 32
Quoted equity securities - 270 (270) - -
Unqguoted equities securities 123 (8) (7) (2) 106
Available-for-sale financial investments 164 262 (277) (11) 138
Loans and receivables
Corporate debt securities 27 273 (6) (1) 293
Total 191 535 (283) (12) 431
2006
Available-for-sale
Quoted corporate debt securities 55 (12) (2 - 41
Quoted equity securities - 13 (13) - -
Unquoted equities securities 103 9 6 5 123
Available-for-sale financial investments 158 10 9) 5 164
Loans and receivables
Corporate debt securities 64 (42) (1 6 27
Total 222 (32) (10) 1 191
22  SECURITIES PLEDGED 23  SUBSIDIARIES
The Group The Company

In $ millions 2007 2006 In $ millions 2007 2006
Securities pledged Unquoted equity shares, at cost 6,726 6,726
Singapore Government securities 268 317 Due from subsidiaries 201

and treasury bills
Other government securities and 3,629 2,549 Total 6,748 6,927

treasury bills Refer to Note 53 for details of significant subsidiaries.
Corporate debt securities 218 -
Total securities pledged® 4,115 2,866
Related liabilities 3,711 2,451

(a) Included financial assets at fair value through profit or loss of $1,662

million (2006: $1,483 million)

The Group enters into securities repurchase agreements and
securities lending transactions under which it receives or
transfers collateral in accordance with normal market practice.
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24  JOINT VENTURES
The Group’s share of income and expenses, and assets and
liabilities of joint ventures at 31 December are as follows:

26 GOODWILL ON CONSOLIDATION
Set out below is the carrying value of the Group’s goodwill
arising from acquisition of subsidiaries and joint ventures as at

The Group 31 December, after an assessment for impairment is performed:
In $ millions 2007 2006 The Group
In $ millions 2007 2006
Income statement
Share of income 83 43 Balance at 1 January 5,840 5,803
Share of expenses (72) (37) Acquisition of a subsidiary and - 39
Balance sheet a joint venture
Share of total assets 829 540 Exchange differences 2 (2)
Share of total liabilities 716 463 Balance at 31 December 5,842 5 840
Refer to Note 53 for details of significant joint ventures.
25  INVESTMENTS IN ASSOCIATES Goodwill alrlsmg from acqwsmoh of sub5|d|a.r|es is allocated to
the Group's cash-generating units as follows:
The Group
- As at 31 December
In $ millions 2007 2006 -
In $ millions 2007 2006
ggg““ed 9 s;  DBSBank (Hong Kong) Limited 5649 5,649
_— DBS Vickers Securities Holdings Pte Ltd 154 154
Share of post acquisition reserves 69 52 . .
Less: Impairment allowances 42 78 Cholamandalam DBS Finance Limited 33 31
- mP Primefield Company Pte Ltd 6 6
Sub-total 119 81 Total 5,842 5 840
Quoted
cost 1,290 1,275 Key assumptions used for value-in-use calculations:
Goodwill written off (837)  (837) y P " DBS Vicker
Net exchange translation adjustments 9) (46) c_ ? s
o DBS Bank Securities
Share of post acquisition reserves 152 130 .
(Hong Kong) Holdings
Sub-total 596 522 Limited Pte Ltd
Total 715 603 Growth rate 4.5% 4.0%
i 0, 0,
Market value — quoted associates 1,244 1,160 Discount rate 9-5% 9.0%
, . The recoverable amounts are determined based on a value-in-
The Group's share of income and expenses, and assets and ) . .
s . ) use calculation. These calculations use cash flow projections
liabilities of associates at 31 December are as follows: ) . .
The Gr based on financial budgets and forecasts approved by senior
. © froup management covering a five-year period, taking into account
In $ millions 2007 2006 ) . .
projected regulatory capital requirements. Cash flows beyond
Income statement the five-year period are extrapolated using the estimated
Share of income 444 368 growth rates stated above. The growth rates do not exceed
Share of expenses (344) (301) the long-term average growth rate for the market in which the
Balance sheet businesses operate. Management believes that any reasonably
Share of total assets 6,018 4,133 possible change to the key assumptions applied is not likely to
Share of total liabilities 5,070 3,563 cause the recoverable amounts to be lower than the carrying

Refer to Note 53 for details of significant associates.
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27 PROPERTIES AND OTHER FIXED ASSETS

Movements in allowances for impairment of properties during
the year are as follows:

The Group
In $ millions 2007 2006
Balance at 1 January 194 312
Write-back to income statement (86) (71)
Disposals (1) (39)
Write-off (79) -
Exchange and other movements 3) (8)
Balance at 31 December 25 194

27.1 The net book value of PWC Building, being property held
for the purpose of generating rental income, was $460 million
as at 31 December 2007 (2006: $390 million). Its fair value was

The Group

Other

fixed
In $ millions Properties assets® Total
2007
Cost
Balance at 1 January 1,404 700 2,104
Additions 6 190 196
Disposals (53) (212) (265)
Write-off (79) - (79)
Exchange differences (39) (16) (55)
Balance at 31 December 1,239 662 1,901
Less: Accumulated depreciation
Balance at 1 January 133 296 429
Depreciation charge 27 929 126
Disposals (16) (181) (197)
Exchange differences (6) (10) (16)
Balance at 31 December 138 204 342
Less: Allowances for impairment 25 - 25
Net book value at 31 December 1,076 458 1,534
Market value at 31 December 1,706 - -
2006
Cost
Balance at 1 January 1,790 628 2,418
Additions 29 210 239
Disposals (337) 121) (458)
Exchange differences (78) (17) (95)
Balance at 31 December 1,404 700 2,104
Less: Accumulated depreciation
Balance at 1 January 164 280 444
Depreciation charge 32 98 130
Disposals (57) (79) (136)
Exchange differences (6) (3) 9)
Balance at 31 December 133 296 429
Less: Allowances for impairment 194 - 194
Net book value at 31 December 1,077 404 1,481
Market value at 31 December 1,468 - -

(@) Refers to computer hardware, software, office equipment, furniture and

fittings and other fixed assets
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independently appraised at $706 million (2006: $390 million).

28 DEFERRED TAX ASSETS/LIABILITIES

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when the deferred income taxes
relate to the same fiscal authority. The following amounts,
determined after appropriate offsetting, are shown in the

balance sheet:

The Group
In $ millions 2007 2006
Deferred tax assets 25 20
Deferred tax liabilities (172) (137)
Total (147) (117)
The movement in deferred tax is as follows:

The Group
In $ millions 2007 2006
Balance at 1 January (117) (7)
Credit/(Charge) to income statement 28 (66)
Charge to equity (58) (44)
Balance at 31 December (147) (117)
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Deferred income tax assets and liabilities are attributable to the
following items:

31  FINANCIAL LIABILITIES AT FAIR VALUE THROUGH
PROFIT OR LOSS

The Group The Group
In $ millions 2007 2006 In $ millions 2007 2006
Deferred income tax assets Trading
Allowances for losses 87 78 Other debt securities in issue 2,588 2,951
Other temporary differences 51 30 (Note 31.1)
Due to non-bank customers
Sub-total 138 108 — structured investments 5,725 6,436
Deferred income tax liabilities — others 1,138 270
Accelerated tax depreciation (118) (121) Payable in respect of short 4,157 3,564
Available-for-sale investments/ (165) (104) sale of securities
cash flow hedge Other financial liabilities 1,017 674
Other temporary differences 2) - Sub-total 14,625 13.895
Sub-total (285) (225) Fair value designated®
Total (147) 117) Due to non-bank customers
— structured investments 1,341 2,575
29 OTHER ASSETS Other debt securities in issue 2,276 3,238
(Note 31.2)
The Group
In $ millions 2007 2006 Sub-total 3,617 5,813
Accrued interest receivable 1,180 1,136 Total 18,242 19,708
D(ﬁijSI:[S and. prepayments 272 298 (@) Changes in the fair value of the financial liabilities designated at fair value
Clients’ monies receivable from 774 885 through profit or loss are attributable mainly to equity, interest and
securities business currency risk changes. The remaining change that is not attributable to
Sundry debtors and others 3,645 2,160 changes in market conditions that give rise to market risk is considered
not significant. Unrealised gain for the fair value designated liabilities
Total 5,871 4,479 amount to $119 million at 31 December 2007 (2006: $177 million)
30 DUE TO NON-BANK CUSTOMERS
The Group
In $ millions 2007 2006
Analysed by currency
Singapore dollar 79,170 65,927
US dollar 25,244 21,374
Hong Kong dollar 24,776 21,698
Others 16,178 13,093
Total 145,368 122,092
Analysed by product
Savings accounts 51,278 47,491
Current accounts 16,144 14,109
Fixed deposits 74,520 57,707
Other deposits 3,426 2,785
Total 145,368 122,092
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31.1 Other debt securities in issue (Trading)

Details of other debt securities issued and outstanding at 31 December 2007 are as follows:

In $ millions The Group
Type Issue Date Maturity Date 2007 2006
Issued by the Bank
Equity linked notes 2 Sep 2003 to 2 Jan 2008 to 845 723
31 Dec 2007 21 May 2014
Credit linked notes 15 Nov 2001 to 14 Jan 2008 to 1,192 1,528
27 Dec 2007 20 Jun 2016
Interest linked notes 12 Aug 2003 to 28 Jan 2008 to 531 643
21 Dec 2007 3 Dec 2019
Exchange linked notes 16 Jan 2007 to 22 Jan 2008 to 20 57
14 Sep 2007 25 Mar 2008
Total 2,588 2,951
Due within 1 year 628 863
Due after 1 year 1,960 2,088
Total 2,588 2,951
31.2 Other debt securities in issue (Fair value designated)
The Group
In $ millions 2007 2006
Negotiable certificate of deposits 80 149
Other debt securities 2,196 3,089
Total 2,276 3,238
Due within 1 year 763 1,605
Due after 1 year 1,513 1,633
Total 2,276 3,238
Details of negotiable certificate of deposits issued and outstanding at 31 December 2007 are as follows:
In $ millions The Group
Face Value Interest Rate and Repayment Terms Issue Date Maturity Date 2007 2006
Issued by other subsidiaries
HK$406m 3-mth HIBOR* 0% to +0.01%, 10 Jan 2005 to 8 Apr 2008 to 75 133
payable quarterly 30 Mar 2005 6 Apr 2010
Us$3m 3-mth LIBOR**, payable quarterly 30 Mar 2005 7 Apr 2008 5 16
Total 80 149

* HIBOR: Hong Kong Interbank Offer Rate
** LIBOR: London Interbank Offer Rate
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Details of other debt securities issued and outstanding at 31 December 2007 are as follows:

In $ millions The Group
Type Issue Date Maturity Date 2007 2006
Issued by the Bank
Credit linked notes 29 Jun 2005 to 22 Feb 2008 to 884 474
28 Dec 2007 28 Mar 2012
Exchange linked notes 29 Dec 2006 17 Jan 2007 - 3
Stapled notes with non-voting redeemable preference 13 Sep 2006 to 15 Nov 2007 to - 1,26