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Financial Highlights

DBS Group Holdings Ltd (“DBSH”) prepares its consolidated DBSH Group (“Group”) financial statements
in accordance with Singapore Financial Reporting Standards (“FRS”).

S$millions
Year
2003

      Year
20021/

4th Qtr
2003

4th Qtr
20021/

3rd Qtr
20031/

For the period
Income before operating expenses 4,198 4,146 1,053 1,054 1,113
Operating profit before goodwill amortisation and

provisions 2,357 2,295 571 583 655
Operating profit before provisions 1,927 2,017 461 510 548
Net profit before taxation 1,437 1,518 397 335 405
Net profit attributable to members 1,025 1,097 292 287 291
Net profit attributable to members (excluding

goodwill amortisation) 1,455 1,375 402 360 398

At period-end
Shareholders' funds 14,896 14,237 14,896 14,237 14,614
Interest bearing assets 133,451 125,132 133,451 125,132 135,268
Customer loans 2/ 64,335 60,709 64,335 60,709 63,902
Customer deposits 108,041 101,315 108,041 101,315 107,056
Total assets 159,595 149,445 159,595 149,445 160,231

Per share (in S$)
Basic earnings excluding goodwill amortisation 3/ 0.98 0.93 1.08 0.97 1.07
Basic earnings 3/ 0.68 0.74 0.78 0.77 0.78
Diluted earnings 3/ 0.66 0.71 0.75 0.74 0.75
Net asset value at period-end
(i) based on existing ordinary share capital 9.75 9.30 9.75 9.30 9.56
(ii) assuming non-voting convertible preference

shares (“CPS”) and non-voting redeemable CPS
are converted to ordinary shares 9.58 9.16 9.58 9.16 9.39

Net tangible asset value at period-end 4/ 4.73 4.07 4.73 4.07 4.46

Performance ratios

(%)
Year
2003

      Year
20021/

4th Qtr
2003

4th Qtr
20021/

3rd Qtr
20031/

On a GAAP basis
Return on assets 3/ 0.66 0.73 0.73 0.77 0.73
Return on equity 3/ 7.04 7.94 7.93 8.14 8.00

Excluding goodwill amortisation
Return on assets 3/ 0.94 0.91 1.01 0.97 1.00
Return on equity 3/ 9.99 9.95 10.91 10.20 10.93
Return on tangible equity 3/ 5/ 20.68 18.75 21.98 18.34 22.49

Efficiency and revenue mix ratios
Cost-to-income ratio (excluding goodwill

amortisation) 43.9 44.6 45.8 44.7 41.2
As a percentage of total operating income:
- net interest income 56.6 63.8 59.6 60.9 52.8
- non-interest income 43.4 36.2 40.4 39.1 47.2

BIS Capital ratios (at period-end)
- Tier 1 capital 10.5 10.3 10.5 10.3 10.5
- Total capital 15.1 15.5 15.1 15.5 15.2

Notes:
1/ Figures for prior periods have been restated to reflect the changes in accounting policy (refer to Appendix VII).
2/ After deducting cumulative provisions.
3/ Earnings per share, return on assets, return on equity and return on tangible equity for the quarters are computed on an annualised basis.
4/ Computed based on total ordinary shareholders’ funds after deduction of goodwill divided by total number of outstanding ordinary shares as at

each period-end.
5/ Computed based on net profit attributable to members excluding goodwill amortisation divided by average shareholders’ funds after deduction of

average goodwill.
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Financial Review

DBSH Group’s operating profit before goodwill amortisation and provisions for 2003 was S$2.357 billion, a
2.7% increase over 2002.  The improved year-on-year performance was principally due to an increase in
non-interest income, driven by higher fee and commission income, stronger sales of treasury investment
products and better trading income.  At the same time, net interest income was lower, due to a decline in
interest margins.  After deducting S$430 million goodwill amortisation and S$541 million provision charge,
net profit attributable to members (“NPAM”) was 6.6% lower, at S$1.025 billion.  The cost-to-income ratio
(excluding goodwill amortisation) improved to 43.9% compared to 44.6% for 2002.

Compared to fourth quarter 2002 (“4th Qtr 2002”), fourth quarter 2003 (“4th Qtr 2003”) operating profit
before goodwill amortisation and provisions was 2.1% lower, at S$571 million.  This was mainly due to
lower net interest income and higher operating expenses. The reduction in net interest income to S$628
million was a result of intense competition in the loan market and a low interest rate environment.
Operating expenses increased 2.3% to S$482 million, mainly attributable to higher revenue-related
expenses as a result of increased business activities.  After deducting S$110 million goodwill amortisation
and S$82 million provision charge, NPAM showed a 1.7% increase over 4th Qtr 2002 and a marginal
0.3% increase over third quarter 2003 (“3rd Qtr 2003”). The cost-to-income ratio (excluding goodwill
amortisation) was 45.8% in 4th Qtr 2003, 44.7% in 4th Qtr 2002 and 41.2% in 3rd Qtr 2003.

DBSH Group adopted accounting policy changes during the year, relating mainly to the measurement of
trading and investment securities (as detailed in Appendix VII).  If these accounting policies had not been
adopted, 2003 NPAM would have been S$1.018 billion, compared to the S$1.017 billion previously
reported for 2002.

Profit and Loss Account

S$millions
Year
2003

      Year
20021/

4th Qtr
2003

4th Qtr
20021/

3rd Qtr
20031/

Net interest income 2,375 2,645 628 642 588
Non-interest income 1,823 1,501 425 412 525

Income before operating expenses 4,198 4,146 1,053 1,054 1,113
Operating expenses (1,841) (1,851) (482) (471) (458)

Operating profit before goodwill amortisation and
provisions 2,357 2,295 571 583 655

Goodwill amortisation (430) (278) (110) (73) (107)

Operating profit before provisions 1,927 2,017 461 510 548
Provisions (541) (544) (82) (181) (154)

Operating profit 1,386 1,473 379 329 394
Share of profits less losses of associated and joint venture

companies 51 45 18 6 11

Net profit before taxation 1,437 1,518 397 335 405
Taxation (349) (311) (85) (26) (99)
Minority interests (63) (110) (20) (22) (15)

Net profit attributable to members (“NPAM”) 1,025 1,097 292 287 291

NPAM excluding goodwill amortisation 1,455 1,375 402 360 398

Note:
1/ Figures for prior periods have been restated to reflect the changes in accounting policy (refer to Appendix VII).
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DBS Bank (Hong Kong) Limited

The acquisition of 71.6% of Dao Heng Bank Group Limited (“DHG”) through DBS Diamond Holdings
Limited (“DDH”), a subsidiary of DBS Bank Ltd, was completed on June 29, 2001.  DBS Bank Ltd
exercised its call option to acquire the remaining 28.4% of the DDH shares on January 10, 2003 following
which DHG became a wholly-owned subsidiary of DBS Bank Ltd.  Pursuant to the Hong Kong legislative
and regulatory requirements, the legal merger of Dao Heng Bank Limited, Overseas Trust Bank Limited
and DBS Kwong On Bank Limited was completed on July 21, 2003.  The merged entity was named DBS
Bank (Hong Kong) Limited on the same date.

Operating profit for 2003 showed a 38.1% year-on-year increase, mainly due to higher non-interest
income and lower impairment charges for fixed assets.  Non-interest income rose 40.7%, due to higher
sales of treasury investment products and better trading income.  Net interest income, however, was
lower, and provisions were higher.  The reduction in net interest income was mainly attributable to
sluggish loan demand. Provisions were 9.8% higher than that for 2002, when there was a significant write-
back in loan provisions.  Operating expenses declined 2.9%, mainly through the streamlining of
operations.

Compared to 4th Qtr 2002, operating profit in 4th Qtr 2003 was 143.5% higher due to higher operating
income and lower provisions.  Net interest income increased 8.2% mainly due to the wider spread
between the Prime rate and HIBOR1/.  Non-interest income increased 49.3% mainly due to higher sales of
treasury investment products. Provision charge was 58.1% lower due to improving economic conditions
and property prices.

Profit and Loss Account (Based on  Hong Kong Generally Accepted Accounting Principles)2/ 3/

S$millions
Year
2003

Year
2002

4th Qtr
2003

4th Qtr
2002

3rd Qtr
2003

Net interest income 800 812 211 195 199
Non-interest income 384 273 106 71 113

Income before operating expenses 1,184 1,085 317 266 312
Operating expenses (476) (490) (123) (125) (118)
Impairment of fixed assets (6) (53) - (10) (3)

Operating profit before provisions 702 542 194 131 191
Provisions (180) (164) (26) (62) (51)

Operating profit 522 378 168 69 140

Net profit before taxation 523 384 168 68 139

Net profit after taxation 440 330 146 70 116

Notes:
1/ HIBOR: Hong Kong Interbank Offer Rate
2/ The exchange rate used for all comparative periods is HK$1 = S$0.2190519.
3/ In the preparation of the consolidated DBSH Group accounts, appropriate adjustments were made to bring DBS Bank (Hong

Kong) Limited accounts in line with Singapore Financial Reporting Standards (“FRS”).  Under FRS, the contribution from DBS
Bank (Hong Kong) Limited was as follows:

S$millions
Year
2003

Year
2002

4th Qtr
2003

4th Qtr
2002

3rd Qtr
2003

Net profit before taxation 530 392 179 84 148
Net profit after taxation 454 360 158 111 123
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Exhibit 1
Group Net Interest Income and Net Interest Margin
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Table 1
Group Net Interest Spread and Net Interest Margin

(%)

Year
2003

Year
2002

Gross interest yield 2.72 3.32
Net interest spread 1/ 1.71 1.88
Net interest margin 2/ 1.78 1.99

(%)
4th Qtr

2003
4th Qtr

2002
3rd Qtr

2003

Gross interest yield 2.67 3.18 2.67
Net interest spread 1/ 1.76 1.88 1.66
Net interest margin 2/ 1.81 1.97 1.72

Net Interest Income and Net Interest
Margin

Net interest income for 2003 fell 10.2% to
S$2.375 billion, as compared to 2002. The
decrease was mainly due to narrower spread
on loans and debt securities in a highly
competitive loan market and low interest rate
environment.

Net interest margin was 1.78% for 2003
compared to 1.99% for 2002.

Compared to 4th Qtr 2002, net interest
income decreased 2.2% to S$628 million.
The decrease was mainly due to a decline in
interest margin from mortgages.  However,
compared to 3rd Qtr 2003, net interest income
grew 6.8%, due to lower funding costs and
continued re-balancing of asset composition.

Net interest margin for 4th Qtr 2003 was
1.81% compared to 1.97% in 4th Qtr 2002
and 1.72% in 3rd Qtr 2003.

Table 2
Group Net Interest Income and Net Interest Margin

Year 2003 Year 2002

S$millions
Avg4/

balance Interest

Avg
rate
(%)

Avg
balance Interest

Avg
rate
(%)

Customer loans and advances 62,593 2,342 3.74 64,221 2,705 4.21
Interbank items 38,323 398 1.04 45,055 766 1.70
Securities 3/ 32,883 900 2.74 23,375 935 4.00
Total interest bearing assets 133,799 3,640 2.72 132,651 4,406 3.32

Net interest income/margin 2,375 1.78 2,645 1.99

4th Qtr 2003 4th Qtr 2002 3rd Qtr 2003

S$millions
Avg

balance Interest

Avg
rate
(%)

Avg
balance Interest

Avg
rate
(%)

Avg
balance Interest

Avg
rate
(%)

Customer loans and advances 63,965 575 3.57 61,735 647 4.16 63,593 571 3.56
Interbank items 34,542 88 1.01 41,354 167 1.60 37,018 97 1.04
Securities 3/ 38,876 262 2.67 25,418 216 3.36 34,761 243 2.77
Total interest bearing assets 137,383 925 2.67 128,507 1,030 3.18 135,372 911 2.67

Net interest income/margin 628 1.81 642 1.97 588 1.72
Notes:
1/ Net interest spread is the difference between the average interest rate earned on average interest-earning assets and the average interest rate paid

on average interest-bearing funds. For the quarters, it is computed on an annualised basis.
2/ Net interest margin is net interest income expressed as a percentage of average interest-earning assets. For the quarters, it is computed on an

annualised basis.
3/ Refers to Singapore Government securities and treasury bills, trading and investment debt securities.
4/ Avg: Average
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Table 3
Group Non-Interest Income

S$millions

Year
2003

Year
2002

Fee and commission income 884 797
 Stockbroking 169 119
 Investment banking 83 76
 Trade and remittances 111 112
 Loan related 155 145
 Deposit related 103 108
 Credit card 89 93
 Fund management 38 36
 Wealth management (unit trust

distribution and bancassurance) 92 76
 Others 44 32

Dividend and rental income 87 60

Other income 852 644
 Net gain on treasury activities

(including structured investment
products) 648 397

 Net gain on investment securities 183 214
 Net gain on fixed assets 3 10
 Others 18 23

Total 1,823 1,501
Non-interest income as a

percentage of Operating income
(%) 43.4 36.2

S$millions

4th Qtr
2003

4th Qtr
2002

3rd Qtr
2003

Fee and commission income 251 190 259
 Stockbroking 60 20 59
 Investment banking 24 20 30
 Trade and remittances 29 28 28
 Loan related 43 42 44
 Deposit related 26 27 26
 Credit card 24 23 24
 Fund management 9 9 11
 Wealth management (unit trust

distribution and bancassurance) 23 11 27
 Others 13 10 10

Dividend and rental income 21 13 25

Other income 153 209 241
 Net gain on treasury activities

(including structured investment
products) 120 72 215

 Net gain on investment securities 28 127 16
 Net gain on fixed assets 3 5 1
 Others 2 5 9
Total 425 412 525

Non-Interest Income

Fee and commission income in 2003
increased 10.9% to S$884 million over 2002.
The increase was due to higher stockbroking
fees following a buoyant equity market in the
second half of 2003, improved wealth
management sales and loan related earnings
from increased syndicated loan activities.

Compared to 4th Qtr 2002, fee and
commission income rose 32.1% due to
increases in various categories of fee income,
reflecting stronger economic activity. Fee and
commission income was 3.1% lower than 3rd
Qtr 2003 due to lower fees from investment
banking and wealth management products.

Compared to 2002, other income for 2003
increased 32.3% to S$852 million, due to
higher gains from interest rate trading and
sale of investment products.

Other income in 4th Qtr 2003 was lower than
4th Qtr 2002 due to the one-off S$96 million
profit from the sale of NatSteel Ltd shares in
2002.  Compared to 3rd Qtr 2003, other
income was lower due to lower gains from
interest rate and bonds trading.

With the change in accounting policy (see
Appendix VII), realised gains from Singapore
Government securities held as investments
were included in “Net gain on investment
securities”.

Non-interest income as a
percentage of Operating income
(%) 40.4 39.1 47.2
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Table 4
Group Operating Expenses

S$millions

Year
2003

Year
2002

Staff costs 865 911
Occupancy expenses 203 219
Technology-related expenses 287 228
Revenue-related expenses 183 140
Others 303 353
Total 1,841 1,851

Cost-to-income ratio (%)
(excluding goodwill
amortisation) 43.9 44.6

Staff headcount number (at
period-end) 12,144 12,035

S$millions

4th Qtr
2003

4th Qtr
2002

3rd Qtr
2003

Staff costs 217 225 219
Occupancy expenses 54 58 48
Technology-related expenses 74 66 68
Revenue-related expenses 53 32 48
Others 84 90 75
Total 482 471 458

Cost-to-income ratio (%)
(excluding goodwill
amortisation) 45.8 44.7 41.2

Staff headcount number (at
period-end) 12,144 12,035 12,026

Operating Expenses

Excluding goodwill amortisation, year-on-year
(“YOY”) operating expenses declined 0.5%.

Staff costs showed a 5% decrease to S$865
million, largely due to staff reduction resulting
from the outsourcing of certain technology-
related functions in the Group. The increase in
technology-related expenses was mainly due
to investments in new systems, capacity
enhancements to meet customer demands
and payment of outsourcing fees. Revenue-
related expenses, which include commission
paid to remisiers and brokerage expenses,
increased as a result of higher transaction
volumes.

YOY, the Group’s cost-to-income ratio
(excluding goodwill amortisation) was 43.9%
for 2003 compared to 44.6% for 2002.

Fourth quarter 2003 operating expenses
(excluding goodwill amortisation) rose 2.3%
and 5.2% compared to 4th Qtr 2002 and 3rd
Qtr 2003 respectively.  The increase over 4th
Qtr 2002 was attributable to higher revenue-
related expenses as a result of  improved
equity market activities. Compared to 3rd Qtr
2003, the increase was due to higher
professional fees incurred for technology-
related projects, relocation and advertising
expenses.

Cost-to-income ratio (excluding goodwill
amortisation) was 45.8% in 4th Qtr 2003.

Table 5
Goodwill

S$millions
Year
2003

Year
2002

Unamortised balance at January 1 7,693 5,205

Acquisition of subsidiary companies 108 2,767
Amortisation for the year (430) (278)

Unamortised balance at December 31 7,371 7,693

Goodwill

On January 10, 2003, DBS Bank Ltd
exercised its call option on the minority
shareholders of DBS Diamond Holdings
Limited (“DDH”) to acquire the remaining
28.4% issued share capital of DDH. DDH
owns 100% of Dao Heng Bank Group Limited
(“DHG”). Goodwill arising from this acquisition
was reflected in 2002 financial statements and
is amortised over a period of 19 years from
January 2003. As a result, goodwill
amortisation in 2003 increased when
compared to 2002.

On September 11, 2003, DBS Bank Ltd
purchased the remaining 336,175,960
ordinary shares in DBS Vickers Securities
Holdings Pte Ltd (“DBSV”), increasing its
equity interest in DBSV from 59.5% to 100%.
Goodwill of S$108 million arising from this
acquisition is amortised over a period of 8
years from October 2003.
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Table 6
Group Provision Charge

S$millions

Year
2003

Year
2002

Loans 352 401
Securities 65 25
Properties and other assets 35 153
Specific provision 452 579
General provision 89 (35)

Total 541 544

S$millions

4th Qtr
2003

4th Qtr
2002

3rd Qtr
2003

Loans 78 112 122
Securities 7 29 -
Properties and other assets (14) 39 (5)
Specific provision 71 180 117
General provision 11 1 37

Total 82 181 154

Provision Charge

Total provision charge was S$541 million for
2003.  Approximately 71% of the total charge
was related to non-bank loans.

Higher general provisions were made in 2003
following an increase in customer loans and
investment securities.  This increase contrasts
with 2002 where customer loans declined and
general provision reserves were released.

Total provision charge in 4th Qtr 2003 fell
S$99 million and S$72 million compared to
4th Qtr 2002 and 3rd Qtr 2003 respectively.
The decrease in provision charge was due to
lower provision for loans as well as write-
backs from properties and other assets.

Exhibit 2
Group Non-Performing Loans
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Note:
1/ NPL rate is computed based on total non-bank customer NPLs (excluding non-performing
debt securities and contingent items) divided by total gross non-bank customer loans.

Table 7
Group Geographical NPL Rate
(Based on MAS standard)

(%)
Dec 31

2003
Dec 31

2002
Singapore 3.3 4.2
Hong Kong 2.9 3.5
Regional countries1/ (excl. DTDB2/) 19.0 40.6
DTDB 28.8 27.0
Other countries 8.5 8.7
Notes:
1/ Regional countries (RC) include Malaysia, Indonesia, Thailand, Korea and the Philippines
2/ DTDB : DBS Thai Danu Bank Public Company Limited

Asset Quality

The volume of non-performing loans (“NPLs”)
declined to S$3.8 billion at the end of
December 2003.  Approximately S$1.4 billion
of restructured NPLs continues to be included
in the total volume of NPLs.

The ratio of NPLs to the total non-bank loans
(“NPL rate”) decreased from 6.1% at the end
of December 2002 to 5.2% at the end of
December 2003.  The NPL rates for
Singapore, Hong Kong and regional countries
operations improved to 3.3%, 2.9% and 19%
respectively at the end of December 2003 due
to reduction in non-bank NPLs and higher
loan base.

The Group’s Hong Kong credit card business
recorded a 1.5% delinquent loan rate for 90
days past due, down from 1.8% in 3rd Qtr
2003.  The net charge-off rate for 2003 was
10.8%, down from the 11.8% rate for the first
9 months of 2003.  The lower charge-off rate
reflects the improving economic condition in
Hong Kong.

1/

(%)S$m
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Exhibit 3
Group Non-Performing Loans – by Loan Grading
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Loan Grading

As at end December 2003, the percentage
classification of non-performing loans into
substandard, doubtful and loss categories
remains relatively unchanged compared to
end December 2002 and end September
2003.

Of the total S$3.8 billion NPLs as at the end of
December 2003, 73% were classified as
substandard, 5% as doubtful and the
remaining 22% in the loss category.

Exhibit 4
Group Cumulative Specific and General Provisions
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Total cumulative specific and general
provisions at the end of December 2003 was
124% of unsecured NPLs, and 63.2% of total
NPLs.

Table 8
Group Key Balance Sheet Items

S$millions
Dec 31

2003
Dec 31

2002

Total assets 159,595 149,445

Customer loans 1/ 64,335 60,709

Customer deposits 108,041 101,315

Loan-to-deposit ratio (%) 59.5 59.9

Loan and non-trading debt
securities-to-deposit ratio (%) 79.7 73.2

Note:
1/ After deducting cumulative provisions.

Balance Sheet

At the end of December 2003, total assets
were S$159.6 billion.  Compared to end
December 2002, customer loans increased
6% to S$64.3 billion despite a highly
competitive environment.  The increase in
loans was mainly accounted for by loans
granted to “manufacturing”, “general
commerce” and “financial institutions,
investment & holding companies" sectors.
Customer deposits increased 6.6% to S$108
billion.  The Group’s loan-to-deposit ratio at
the end of December 2003 was 59.5%.
Adjusted for DBSH Group’s portfolio of non-
trading debt securities, the ratio of loan and
non-trading debt securities to deposits would
be 79.7%.
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Table 9
Group Customer Deposits

S$millions
Dec 31

2003
Dec 31

2002

Analysed by Currency

Singapore dollar 56,641 53,655
US dollar 23,309 20,096
Hong Kong dollar 17,241 18,731
Thai Baht 3,539 3,164
Others 7,311 5,669
Total 108,041 101,315

Analysed by Product
Savings accounts (include S$ autosave) 48,028 43,047
Current accounts 10,486 8,975
Fixed deposits 45,130 46,026
Other deposits 4,397 3,267
Total 108,041 101,315

Table 10
Group Customer Loans

S$millions
Dec 31

2003
Dec 31

2002

Gross 66,414 62,901

Less:
Specific provisions 1,151 1,288
General provisions 928 904
Net total 64,335 60,709
Including:
Bills receivable 1,481 1,574
Loans 62,854 59,135
Net total 64,335 60,709

Industry Breakdown
Manufacturing 6,434 5,856
Building & Construction 7,682 8,057
Housing Loans 22,289 21,910
General Commerce 6,634 5,707
Transportation, Storage & Communications 4,821 4,617
Financial Institutions, Investment & Holding Companies 5,559 3,626
Professionals & Private Individuals (except Housing Loans) 7,393 7,784
Others 5,602 5,344
Total (Gross) 66,414 62,901

Analysed by Currency and Fixed / Variable Rates

Fixed rate 1/

Singapore dollar 8,867 8,359
Hong Kong dollar 262 460
US dollar 4 1
Thai Baht 945 862
Others 96 1
Sub-total 10,174 9,683
Variable rate 2/

Singapore dollar 21,026 21,673
Hong Kong dollar 20,089 20,238
US dollar 8,658 7,333
Thai Baht 2,393 2,128
Others 4,074 1,846
Sub-total 56,240 53,218
Total (Gross) 66,414 62,901

Notes:
1/ 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.
2/ Variable rate loans refer to loans that are pegged to prime, short-term cost of funds or inter-bank rates, as well as fixed rate loans that have effectively

been converted to variable rate loans through interest rate swaps.
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Table 11
Group Capital

S$millions
Dec 31

2003
Dec 31

2002

Tier I Capital 9,624 8,393
Tier II Capital 4,261 4,233
Total Capital 13,885 12,626

Risk Weighted Assets 92,067 81,239

Exhibit 5
Group Capital Adequacy Ratio
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Note:
1/ Compared to end December 2001, the reduction in the Tier 1 CAR ratio was

primarily due to the deduction of additional goodwill with DBS' purchase of the
DBS Diamond Holdings Limited minority interest.

Capital Adequacy Ratio

At end of December 2003, the total Capital
Adequacy Ratio (“CAR”) for the DBSH Group,
measured according to the Bank for
International Settlements (“BIS”) guidelines
was 15.1%, of which Tier I CAR was 10.5%.

Exhibit 6
Group Unrealised Valuation Surpluses
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Unrealised Valuation Surpluses

Unrealised valuation surpluses in properties
and quoted investment securities not
recognised in the accounts amounted to
S$860 million at the end of December 2003.

Note:
1/ Unrealised valuation surpluses for 1998 to 2000 were not adjusted for the

change in accounting policy on valuation of trading securities.

1/

(%)
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Geographical Segment Analysis

The following table analyses total assets, income before operating expenses and NPAM by geographical
segments.  Unless otherwise stated, the analysis of geographical segments are generally based on the
location of the office recording the transactions.

Table 12
Group Geographical Segments

S$millions

Total
assets Distribution

(%)

Income before
operating
expenses Distribution

(%)

Net profit
attributable
to members Distribution

(%)
Dec 31, 2003
Singapore 1/ 97,655 64 2,496 60 850 58
Hong Kong 39,101 26 1,335 32 486 33
Regional countries 1/ 6,813 4 271 6 81 6
Rest of the world 8,655 6 96 2 38 3
Sub-total 152,224 100 4,198 100 1,455 100
Goodwill 7,371 - (430)
Total 159,595 4,198 1,025

Dec 31, 2002
Singapore 1/ 93,100 66 2,567 62 937 68
Hong Kong 38,739 27 1,292 31 336 24
Regional countries 1/ 5,003 4 199 5 67 5
Rest of the world 4,910 3 88 2 35 3
Sub-total 141,752 100          4,146 100 1,375 100
Goodwill 7,693 - (278)
Total 149,445 4,146 1,097

Note:
1/ Special general provisions for regional exposures and additional provisions for DTDB's loans are booked in Singapore.

DBSH Group operates in four main geographical areas :

• “Singapore”, which includes the operations of the Asian Currency Unit.

• “Hong Kong”, which includes branch and subsidiary operations in Hong Kong.

• "Regional countries", which includes branch and subsidiary operations in Malaysia, Indonesia,
Thailand, Korea and the Philippines.

• “Rest of the world”, which are mainly branch operations in China, India, Taiwan, United States and
United Kingdom.

Income before operating expenses and NPAM are based on the country in which the transactions are
booked, except for special general provisions for regional exposures and additional provisions for DBS Thai
Danu Bank Public Company Limited’s loans, which are booked in Singapore.  Total assets are shown by the
geographical area in which the assets are booked.
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Business Segment Analysis

The business segment results represent the customer segments of the respective businesses and are
determined by:
• Income and direct expenses attributable to each customer and other segment; and
• Management accounting policies relating to the allocation of indirect expenses and funds transfer pricing

between the central treasury unit and the customer/other segments.

The various customer segments are described below, along with a description of the change in net profit
after taxation for 2003 over 2002.

• Consumer Banking
Consumer Banking focuses on providing products and services to individual customers. The products and
services offered to customers include credit facilities (mortgage, personal loans, etc.), credit cards, deposit
collection, remittance services and asset management products.

The increase in net profit after taxation (S$20 million, 6.3%) was largely due to lower expenses, offset in part
by lower net interest income and higher provisions.

• Enterprise Banking
Enterprise Banking focuses on providing products and services to small and medium enterprises.  The
products and services offered to customers include credit facilities (overdraft, factoring/accounts receivable
purchase, trade financing, commercial/industrial property financing, hire purchase and government financing
and assistance schemes), deposit, payment and collection services and treasury products.

The increase in net profit after taxation (S$15 million, 6.9%) was mainly attributable to higher net interest
income and fee income from payment, collection services and capital market activities.

• Investment Banking
Investment Banking caters to the business needs of large corporate customers and financial institutions.
The products and services offered to customers include direct lending, advisory banking services, bond
issuance, equity financing, syndicated financing, mergers and acquisitions advisory services, debt
restructuring advisory services, private equity, nominee and trustee services and cash management
services.

The decrease in net profit after taxation (S$12 million, 3.6%) was due to the non-recurring gain in 2002, from
the sale of equity investment in NatSteel Ltd, offset in part by lower provisions.

• Treasury and Markets
Treasury and Markets is primarily involved in market making, structuring and trading of financial products
including foreign exchange, securities and interest rate/ credit/ equity/ foreign exchange derivatives. Income
from treasury products and services relating to customers of other segments is reflected in the respective
customer segments.

The decrease in net profit after taxation (S$27 million, 11.1%) was mainly due to lower marked to market
gains on trading securities in 2003.

The other segments of the analysis are:

• Funding Portfolio
The Funding Portfolio managed by Treasury and Markets is the net aggregate of the Group’s interest
earning assets and interest bearing liabilities.  The income generated from this portfolio is predominantly
interest in nature.

The increase in net profit after taxation (S$32 million, 12.5%) was mainly attributable to higher net interest
income from interest rate related activities in Singapore.
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• Central Operations
Central Operations encompasses a range of activities resulting from central corporate decisions and the
related income and expenses not attributed to business segments. These include the central treasury unit,
funding costs of DBSH Group’s associated and subsidiary companies and gains/losses on properties as well
as certain subsidiaries including stock brokerage and asset management.

The following table analyses the results, total assets and total liabilities by business segments:

Table 13
Group Business Segments (Year 2003)
 S$millions Consumer

Banking
Enterprise
Banking

Investment
Banking

Treasury and
Markets1/

Funding
Portfolio1/

Central
Operations Total

 Income before operating expenses 1,441 631 668 367 461 630 4,198
Operating profit before provisions, taxation and

goodwill amortisation 601 397 452 266 334 307 2,357
Net profit before taxation and goodwill amortisation 422 286 364 266 349 180 1,867
 Taxation (87) (56) (48) (46) (58) (54) (349)
 Net profit after taxation and before goodwill

amortisation 336 231 317 217 288 66 1,455
 Goodwill amortisation (430)
 Net profit attributable to members 1,025

Other Information
 Total assets before goodwill 27,569 13,871 27,888 18,811 33,708 30,377 152,224
 Goodwill 7,371
 Total assets 159,595

 Total liabilities 66,043 13,987 13,687 12,686 19,462 17,709 143,574
 Capital expenditure 13 7 9 4 3 49 85
 Depreciation 37 13 6 7 7 98 168

 Group Business Segments (Year 2002)
S$millions Consumer

Banking
Enterprise
Banking

Investment
Banking

Treasury and
Markets1/

Funding
Portfolio1/

Central
Operations Total

 Income before operating expenses 1,452 602 704 413 415 560 4,146
Operating profit before provisions, taxation and

goodwill amortisation 573 364 481 305 306 266 2,295
Net profit before taxation and goodwill amortisation 419 307 381 305 316 68 1,796
 Taxation (84) (53) (46) (51) (51) (26) (311)
 Net profit after taxation and before goodwill

amortisation 316 216 329 244 256 14 1,375
 Goodwill amortisation (278)
 Net profit attributable to members 1,097

Other Information
 Total assets before goodwill 26,912 13,899 21,581 11,044 41,219 27,097 141,752
 Goodwill 7,693
 Total assets 149,445

 Total liabilities 67,027 13,723 11,585 10,238 13,305 18,057 133,935
 Capital expenditure 54 12 6 8 11 21 112
 Depreciation 54 18 6 9 14 71 172
Note:
1/ Operating expenses and provisions have been determined by pro-rating between Treasury and Markets and the Funding

Portfolio based on the share of income before operating expenses.
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Subsequent Event

On January 28, 2004, Thai Military Bank PCL (“TMB”), DBS Bank Ltd (“DBS”) and DBS Thai Danu Bank
PCL (“DTDB”) announced that a Memorandum of Understanding (“MoU”) was signed to combine TMB
and DTDB in a strategic merger to create the 6th largest banking group in Thailand by assets. The MoU
sets out, among others, the principles and structure of the merger, management and areas of governance
and business cooperation. The proposed structure is a tender offer by TMB for all the shares of DTDB in
consideration for new TMB shares. The parties have also agreed to explore incorporating The Industrial
Finance Corporation of Thailand (“IFCT”) in a three-way merger to create Thailand's 5th largest bank.

The proposed merger is subject to approvals from the Thai Minister of Finance, the Bank of Thailand, the
Stock Exchange of Thailand, the Securities and Exchange Commission of Thailand, the Thai Ministry of
Commerce, the Monetary Authority of Singapore and the shareholders.

The effect of the proposed merger of TMB, DTDB and IFCT on the DBSH Group's financials will depend
on finalisation of the details. It is expected to have a positive non-cash accounting impact on DBSH
Group’s financials and capital adequacy ratios.

Comparatives

The comparatives of the Group were restated to conform to the changes in accounting policy detailed in
Appendix VII. Where necessary, certain comparative figures were adjusted in order to provide proper
comparison with current year’s presentation.


