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MANAGEMENT
DISCUSSION
Asia’s economies have built up strong
foundations over the past decade,
positioning them well to weather
short-term economic volatility as they
realise their long-term potential. Young
populations, a ready pool of savings,
improvements in education and health
care, rising consumption as well as
growing regional trade and investment
flows have enabled Asia to grow under
its own steam. In light of Asia’s growth
prospects, this part of the world will
remain one of the best places to
operate in.
Intra-Asian trade has tripled since 2000
as consumption has increased. The
growth in intra-Asian trade has led to
greater integration as supply chains
become regionalised. The role of SMEs
has become more important as they
form the backbone of these growing
supply chains. These companies require
innovative solutions for their increasing
trade financing and currency needs.
Over the next decade, infrastructure
investment in Asia is expected to
reach USD 8 trillion as the region
develops energy, transport, housing,
communications and water facilities
to meet the needs of urbanisation and
development. As a result, there will be
strong demand for capital, creating
significant opportunities for banks to
lend and intermediate capital flows.
This will lead to a deepening of debt
and equity capital markets as companies
tap into savings pools across Asia to fund
growth. The demand for funding will
also drive the creation of new financial
instruments and asset classes, particularly
in fixed income.
Asia is also creating wealth faster than
anywhere else in the world. A growing
middle class and rising numbers of high
net worth individuals are changing
consumption patterns and creating
new markets. Asia is no longer only the
factory of the world but an increasingly
significant marketplace as domestic
consumption becomes a bigger driver
of economic growth. These consumers
will need customised financial solutions
to fund their lifestyle needs and manage
their assets.

Second, technology, which is rapidly
being adopted by Asia’s young and the
rising middle class, is propelling new
innovations. The increasing use of Internet
and mobile telephony is changing the
way customers interact with their banks.
Banking needs to respond by being
intuitive, innovative and interactive,
offering personalised financial solutions
simply and quickly. Technology creates
a new landscape which provides
increasing payment and credit facilities
for consumer spending.
Third, the banking industry is undergoing
a profound change. Following the global
financial crisis, regulators around the
world have tightened regulatory standards
to remove excesses from riskier aspects
of the business and limit speculative
activities. There has also been pressure
from communities to steer banking
back to more traditional and genuinely
useful activities. In response, the banking

Our Strategy
DELIVERING VALUE TO OUR
STAKEHOLDERS
Our strategy is to become the Asian
bank of choice for a rising Asia. We aim
to intermediate trade and investment
flows between Asia’s three key axes of
growth – Greater China, South Asia and
Southeast Asia. In Singapore, our home
market, we are a universal bank that
serves all customer segments. Outside
of Singapore, we focus on affluent
individuals, SMEs and corporates.
We developed a roadmap comprising
nine strategic priorities in 2010. We
aim to build on our strong position
in Singapore, reposition our franchise
in Hong Kong, and achieve greater
geographical balance by building out
our presence in Greater China and

“

WE AIM TO INTERMEDIATE
TRADE AND INVESTMENT FLOWS
BETWEEN ASIA’S THREE KEY AXES OF
GROWTH – GREATER CHINA, SOUTH
ASIA AND SOUTHEAST ASIA.
industry has undergone a perceptible
shift from expediency to values; from
short-term profit maximisation to longterm profit sustainability; and from
creating banking products that turn
toxic to creating ones that facilitate
the production of economic goods
and services. There are also increasing
demands for enhanced reporting
so that banks can better demonstrate
their commitment to corporate
governance and responsibility to
multiple stakeholders.

”

South and Southeast Asia. We also
aim to develop regional business lines:
transaction banking to capitalise on
increasing regional trade flows and
the rise of Asian MNCs and SMEs, as
well as wealth management to better
serve the rising number of affluent
individuals. We are steering our treasury
capabilities towards structuring and
marketing products for corporate and
retail customers to hedge risks and take
advantage of market trends. We are
also improving our processes to achieve
greater customer satisfaction and higher
employee engagement as well as building
more resilient technology infrastructure.

p34

DBS ANNUAL REPORT 2012 | MANAGEMENT DISCUSSION

THE ASIAN BANK OF CHOICE FOR THE NEW ASIA – STRATEGIC PRIORITIES

1
2
3

1. Entrench leadership in Singapore

Geographies

2. Reposition Hong Kong
3. Rebalance geographic mix of our business
4. Build a leading SME business

Regional
Businesses

5. Strengthen wealth proposition
6. Build out GTS, T&M cross-sell businesses
7. Place customers at the heart of the banking experience

Enablers

To differentiate ourselves, we will develop
our unique brand of banking, Banking
the Asian Way. We nurture Asian-style
relationships with customers, staff and
the community. We use our knowledge
of how to do business in this region to
provide unique Asian insights when we
create solutions for our customers. We
deliver Asian-style service to customers
characterised by “the humility to serve
and the confidence to lead”. We offer
customers seamless connectivity across
our network of key Asian markets.
Finally, we combine innovation with an
understanding of fast-evolving customer
trends and behaviours to reach out
to customers.
WELL-POSITIONED FOR GROWTH
The Board and management team
recently reviewed and validated our
strategy; we will continue to execute
on the nine strategic priorities that we
articulated three years ago. In the coming
years, we will also focus on additional
areas to capture emerging megatrends.
As Asia continues to develop, funding
requirements for infrastructure
developments will grow. This demand

8. Focus on management process, people and culture
9. Strengthen technology and infrastructure platform

cannot be met by bank financing alone
and needs to be complemented by debt
financing. With increasing financial
integration, there will be tremendous
growth potential for debt markets in Asia.
We will leverage our strengths in fixed
income to capture this opportunity.
We recognise that the way we interact
with our customers will change with
technology. As new channels and forms
of distribution develop, we will need to
innovate to keep up with technological
advances and cater to changing customer
behaviour. To help us create the bank of
the future, we will embrace innovation
and technology to deliver banking in a
way that is relevant and beneficial to
consumers’ changing needs.
Finally, our actions will be guided
by a long-term perspective and the
interests of multiple stakeholders we
serve – investors, customers, employees,
regulators and society. We will continue to
grow prudently, maintain a strong balance
sheet and uphold the spirit of regulatory
reforms to ensure that we can preserve
investors’ capital, stand by customers,
keep our people employed and serve the
broader community throughout business

cycles. We believe that to be a force
for good, we must deliver sustainable
banking. We can create value for our
stakeholders over the long term only if
our agenda facilitates the production
of economic goods and services.
In this annual report, we have taken
a step forward to further our commitment
to delivering value to stakeholders.
We have structured our discussions on
our achievements for 2012 around our
five key stakeholders. We recognise the
symbiotic relationship that exists between
stakeholders in the long term, and in
achieving our strategic priorities, we
serve more than one stakeholder.
We are thus drawing on concepts
around “integrated reporting”. DBS is
the first Singaporean member of a pilot
programme set up by the International
Integrated Reporting Council.
As we embark on this journey, we will
be making continuous improvements
over time to better communicate the
progress we are making on our strategy
and performance.
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ENGAGING MULTIPLE
STAKEHOLDERS

Investors

Society

Customers

Regulators

Employees

TRACKING OUR PROGRESS
We track the execution of our strategy
through a balanced scorecard, which
maps our key performance indicators
(KPIs) across various stakeholder groups.
The scorecard is divided into two parts,
each with equal weighting. Specific
objectives for each part are updated
every year and approved by the Board.
The scorecard is cascaded throughout the
organisation to ensure the performance
goals of all staff are aligned to it.
Specific KPIs are in place to track
the progress made against investors,
customers and employees. KPIs relating
to regulators and society are embedded
in our scorecard and cut across all aspects
of our operations. As we operate in a
regulated industry, upholding regulatory
requirements is paramount and underlies
all of our decisions and actions. We
recognise the importance of serving
society at large and being aware of our
impact on the environment.

The first part of the scorecard comprises
KPIs set for the current year. Shareholder
metrics measure the financial results
achieved and include income growth,
return on equity and expense-related
ratios. Control and compliance KPIs
are also a focus in this section. We
measure risk-related KPIs to ensure that
the Group’s income growth is balanced
against the level of risk taken. Customer
metrics measure the Group’s achievement
in increasing customer wallet share
and satisfaction. Employee KPIs seek to
measure the progress we have made
in being an employer of choice, such
as employee engagement, training,
mobility and turnover.

The second part sets out the initiatives
we intend to complete in the current
year as part of our longer-term journey
towards achieving our strategic objectives.
Specific KPIs and targets are set for our
nine priorities. Our ability to meet the
current-year targets in the first part is
dependent on successfully executing
the second part in the preceding years.
In the next section, we will highlight
the progress and achievements we
made in 2012.
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Traditional KPIs 50%

DBS GROUP SCORECARD

Shareholder

Customer

Employee

Achieve sustainable growth

Position DBS as Bank of Choice

Position DBS as Employer of Choice

• Income growth
• Productivity
• Returns
• Portfolio risk
• Controls and compliance

• Cross-sell
• Customer satisfaction

• Employee engagement
• People development

1. Entrench leadership in Singapore

Geographies

2. Reposition Hong Kong
3. Rebalance geographic mix of our business

Regional
Businesses

4. Build a leading SME business
5. Strengthen wealth proposition
6. Build out GTS and T&M cross-sell businesses
7. Place customers at the heart of the banking experience

Enablers

8. Focus on management process, people and culture
9. Strengthen technology and infrastructure platform

Investors
DELIVERING BETTER RETURNS
Our investors comprise shareholders
and debtholders who expect superior
and sustainable returns commensurate
with their risk appetite, with profits
earned in a responsible manner. We have
consistently delivered strong financial
performance over the past three years.
2012 was another year of record income
and net profit. We pushed multiple levers
to improve returns in an environment of
continued interest rate softness.
We improved the efficiency of our
balance sheet by driving the SGD loandeposit ratio higher from 64% to 69%.

We gained market share in domestic
loans while retaining our dominant share
of savings deposits. Our revamped branch
operating model, introduced two years
ago, contributed to higher cross-selling,
which in turn improved the cost efficiency
of our branch network.
Hong Kong’s earnings reached a record.
We continued to build out franchises
in other countries to achieve a more
balanced geographic mix. Strong growth
in Indonesia enabled it to turn around its
performance in 2012.
Our regional businesses – transaction
banking, wealth management and SME,
which all yield higher returns – also made
good progress as their income grew 31%,
27% and 13% respectively. Income from
treasury customer activities accounted

for 44% of total treasury income,
substantially above the proportion
two years ago when we decided to
steer the business towards more
sustainable activities.
Our asset quality continued to be strong
as a result of prudent risk management.
Liquidity remained healthy as we built
up funding from diversified sources.
We are also strongly capitalised and well
positioned to comply with Basel III capital
and liquidity requirements.

