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About us

DBS is a leading financial services group in Asia with a presence in 18
markets. Headquartered and listed in Singapore, DBS has a growing
presence in the three key Asian axes of growth: Greater China,
Southeast Asia and South Asia. The bank's “AA-" and "Aa1” credit
ratings are among the highest in the world.

We have been recognised for our leadership globally, having been
named “World's Best Bank” by Euromoney, “Bank of the Year - Global”
by The Banker and “Best Bank in the World” by Global Finance. We
are also at the forefront of leveraging digital technology to shape the
future of banking, having been named “World's Best Digital Bank” by
Euromoney. In addition, we have been accorded the “Safest Bank

in Asia” award by Global Finance for 11 consecutive years from 2009
to 2019.

About this report

The Board is responsible for the preparation of this Annual Report.
It is prepared in accordance with the following regulations, frameworks
and guidelines:

e The Banking (Corporate Governance) Regulations 2005, and all
material aspects of the Code of Corporate Governance 2018 and
the Guidelines on Corporate Governance for Financial Holding
Companies, Banks, Direct Insurers, Reinsurers and Captive Insurers
issued in April 2013 by the Monetary Authority of Singapore.

e Singapore Exchange Securities Trading Limited (SGX-ST) Listing
Rules, including rules 711A and 711B on Sustainability Report and
Practice Note 7.6 Sustainability Reporting Guide issued in July 2016
by SGX.

e The International Integrated Reporting Framework issued in
December 2014 by the International Integrated Reporting Council.

e The Guidelines on Responsible Financing issued in October 2015
(revised June 2018) by the Association of Banks in Singapore.

¢ Recommendations of the Task Force on Climate-related Financial
Disclosures (TCFD) in June 2017.

* The Global Reporting Initiative (GRI) Standards - Core Option,
issued in October 2016 (with subsequent revisions), and the G4
Financial Services sector disclosures by the GRI Global Sustainability
Standards Board.

Scan here to view our
Sustainability Report



Contents

@®
.
"

Overview 2 Who we are
4 Board of Directors
This section provides information on 6 Group Management Committee
who we are and our leadership team. 8 Letter from the Chairman and CEO
It also contains a joint message from 12 Pursuing the Greater Good
the Chairman and CEO.
Reflections from the top 18 CEO reflections
20 CFO statement
This section contains the CEO's thoughts on 34 CRO statement
some pertinent matters and recaps the year's 36 ClO statement
performance through the lens of our senior 38 Institutional Banking
leaders. 40 Consumer Banking/ Wealth Management
Governance, Risk Management 44 Corporate governance
and Sustainability 61 Remuneration report A
66 How we create value - our business model
This section details our commitment 68 How we develop and use our resources
to sound and effective governance, 70 How we distribute value created
risk management and sustainability. 71 Material matters
74 What our stakeholders are telling us
76 Risk management
95 Capital management and planning
100 Sustainability
102 Summary of disclosures - corporate governance

Financial and other reports

Financial Reports

106 Directors’ statement

110 Independent auditor's report

116 Financial statements

189 Five-year summary

Annexure

190 Further information on Board of Directors

196 Further information on Group Management Committee
199 International presence

202 Awards and accolades won

Shareholder Information

204
205
206
208
214

Share price

Financial calendar

Shareholding statistics

Notice of Annual General Meeting

Additional information on Directors seeking re-election
Proxy form

Contents



Pursuing the greater good

Who we are

DBSis one of Asia’s leading banks, operatingin the
most dynamic region of the world. We provide a

full range of services in consumer banking, wealth
management and institutional banking. We are
focused on leveraging digital technology to reimagine
banking, so our customers can live more and bank
less. We are also committed to advancing the
sustainability agenda as a purpose-driven bank.
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Total assets (SGD)

579
billion

Income (SGD)

14.5
billion

Net Profit (SGD)

6.39
billion

Over

240,000

Institutional Banking
Customers

Over

10.8
million
Consumer Banking/

Wealth Management
customers

Over

28,000

Employees

DBS: The World’'s Best Bank (again)...

2019 was a pivotal year for us. We were the first bank to hold three global best bank honours at
the same time, and to be recognised among the top 10 business transformations of the decade
by Harvard Business Review. The slew of global accolades continue to underscore our growing

stature in the world.

We continued to be recognised for our leadership in digital, as well as our commitment to
delivering a purpose beyond banking. We also focused on creating a better world through our
three sustainability pillars of responsible banking, responsible business practices and creating

social impact.

“DBS has made great efforts to modernise itself, and to adopt

technology. In the past one year, it was named the best bank
in the world by three major industry publications. Most
importantly, DBS has been working very hard to retrain its
employees. It has shown care and concern for its people, even
asittransformsitself. In fact, if they did not share care and
concern for its people, it could not have become the best bank
inthe world. This is the right approach, and | encourage other
companies to emulate DBS' example. Good job lah, DBS!"

Singapore Prime Minister, Lee Hsien Loong

“Aworld-class bank will undoubtedly be a digital leader. It will

invest in technology that makes a real difference to how the
bankis run. It will be a bank that plays to its strengths. It will
not grow for growth’s sake; it will take a long-term view. It will
be a diversified bank, and it will be a bank that takes its rolein
broader society seriously, putting corporate responsibility at
the heart of what it does. The bank in the world today that best
matches these criteria is DBS.”

Euromoney

Who we are 3
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Board of
Directors
The Board is committed to helping the bank achieve long-term success. The From top left
Board provides direction to management by setting the Group's strategy @ retersean @ HoTianvee © Andre sekulic
and Overseeing |tS implementation. It ensures riSkS and rewards are Non-Executive Chairman Lead Independent Director Independent Director
. aPiyush Gupta GNihaIKaviratneCBE @ Danny Teoh
approprlately balanced' Chief Executive Officer Independent Director Non-Executive Director
eBonghan Cho 00Iivier Lim m Tham Sai Choy
IndependentDirector Independent Director Independent Director
OEuIeen Goh QOW FoongPheng
Non-Executive Director Non-Executive Director
o 2 Independent © o
A majority of our directors
are non-executive and
independentdirectors.
© Award-winning © ° Diverse ©
Recognised for our strong Good mix of nationalities,
corporate governance gender and backgrounds.
practices at the 20" SIAS
Investors’' Choice Awards,
we were named the
winner in the Singapore
Corporate Governance
(Big Cap) category.
© Highly experienced © D
Two-thirds of the Board
are seasoned bankers,
while the rest have
extensive experiencein
other related industries.

4 DBS Annual Report 2019 Read more about the Board of Directors on pages 190 to 195. Board of Directors
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Group Management
Committee

The Group Management Committee executes the strategy and long-term goals From top left
Ofthe Group. It drives bUSineSS performa nce and Organisational Synergies, It iS o Piyush Gupta*, Chief Executive Officer 9 Lee Yan Hong, Human Resources @ Pearlyn Phau, Consumer Banking/
also responsible for protecting and enhancing our brand and reputation. @ chngSok Hui* Finance @ LimHim Chuan, Taiwan WealthManagement
e Eng-Kwok Seat Moey, Capital Markets m Sim S Lim#*, Consumer Banking/ Q SheeTse Koon*, Singapore
o Philip Fernandez, Corporate Treasury Wealth Management @ Surojit Shome, India
o Neil Ge, China @ Andrew Ng*, Treasury & Markets @ Paulus Sutisna, Indonesia
e Derrick Goh, Audit @ Jimmy Ng*, Technology & Operations @ Tan Su Shan*, Institutional Banking
o Han Kwee Juan, Strategy & Planning @ Karen Ngui, Strategic Marketing @ Tan Teck Long*, Risk Management

& Communications
e Lam CheeKin, Legal, Compliance

& Secretariat (D sebastian Paredes*, Hong Kong

(1] (2] © (4] © o

7 o o About a third of our ® D
Group Management
Committee members
arewomen.

2 Group Management ® 4 ® ®
Committee members
have more than 30
years of experience
on average.

@ 18] (19) D (2]

Those marked by * are also in the Group
Executive Committee.

Read more about the Group Management
Committee on pages 196 to 198.

6 DBS Annual Report 2019 Group Management Committee
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Letter from the

Chairman and CEO

“Having built strength
andresilience into
our franchise over
the past decade, we
were able to navigate
challengesinthe 2019
operating environment,
continue our digital
leadership, ramp up
our sustainability
efforts, and still turn
inarecordyear.”

Peter Seah
Chairman, DBS Bank

2019 was a challenging year for the global
economy. Deepening trade frictions and
geopolitical tensions weighed on global
growth, which at 2.3% was the slowest in

a decade. With a synchronised slowdown
taking hold across the globe, many central
banks eased rates to buttress their
economies. Among them was the US Federal
Reserve. Having raised rates four times in
2018, it went into reverse and made three
rate cuts, reducing the policy rate by a total of
0.75 percentage point. Monetary easing also
took place across Asia. Despite this, Hong
Kong went into a recession while Singapore -
our home market - narrowly averted one.

On the societal and environmental front,

the world also came under pressure. Social
angst, fuelled by issues of inequality, was

on full display with more civic protests in
2019 than in any year since the late 1960s.
At the same time, a multitude of costly
weather events - whether the Australia
bushfires, Venice floods or Europe heatwave
- underlined the urgency of tackling the
climate crisis.
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Against this backdrop, sustainability
conversations increasingly dominated global
forums. The role of business in leading
change also became mainstream. In August
2019, nearly 200 CEOs representing the
largest US companies agreed at the annual
Business Roundtable that the purpose of

a corporation was not just to serve the
interests of shareholders, but also that

of customers, employees, suppliers and
communities.

Larry Fink, CEO of BlackRock, the world's
largest investor, gave notice to CEOs

to embrace a purpose beyond profit
maximisation. After a decades-long focus on
“shareholder capitalism”, there was a distinct
shift towards the importance of embracing
“stakeholder capitalism” or “conscious
capitalism” instead.

The notion that companies should be
purpose-driven, and the need to consider
stakeholder interest and not just shareholder
interest, has always been intrinsic to DBS.
Much of this can be traced to our roots as
the Development Bank of Singapore and

the key role we had to play in support of
nation building, whether through the creation
of jobs, enabling of home ownership or
financing of businesses. Since purpose is at
the heart of sustainability, our longstanding
belief in the raison d'etre of business -
namely to achieve sustainable growth while
creating value for all - positions us well to be
relevant for future generations.

Abanneryear

Having built strength and resilience into our
franchise over the past decade, we were able
to navigate challenges in the 2019 operating
environment, continue our digital leadership,
ramp up our sustainability efforts, and still
turnin a record year.

In particular, notwithstanding slowing global
growth and widespread monetary easing,
which impacted loan growth and net interest
margin, total income reached a new high of
SGD 14.5 billion. Net profit increased 14%

to a record SGD 6.39 billion, and return on
equity was at 13.2%, an all-time high.

SGD 14.5
billion

SGD6.39
billion

SGD 1.23

Total income

Total income reached a record, bolstered by
growth in loans and fee income.

Strong performers included our wealth
management, cash and treasury markets
franchises. Wealth management income grew
by 16% on the back of rising assets under
management and improved relationship
manager productivity. In cash management,
our digital capabilities continued to set us
apart from other banks, winning us large cash
mandates across the region. Trading income
also grew significantly.

The solid results were achieved without
compromising the long-term investments we
continued to make to entrench our presence
in Asia. In India, with wholly-owned subsidiary
status, we opened 21 new branches, with a
brick-and-mortar presence complementing
our digital strategy, enabling us to serve small
and medium-sized enterprises (SMEs) and
wealth customers better. Notwithstanding the
ongoing trade war and Hong Kong unrest, we
also made headway in building our Greater
Bay Area business.

Becoming a technology
company

Being digital to the core

In pursuing digital transformation, one of
our focus areas has been to be digital to

the core by rearchitecting our technology
stack. In recent years, we have invested in a
cloud infrastructure and rearchitected our
applications to be cloud ready. These moves
have enabled us to increase our compute
power while shrinking the size of our data
centres in markets such as Singapore, Hong

Net profit

Net profit and return on equity were at new
highs.

Kong and India. In the process, we not only
reduced fixed infrastructure costs but also
significantly increased our energy efficiency
and meaningfully reduced our carbon
footprint.

The new architecture allows us to leverage
Application Programming Interfaces (APIs)
to enable simple and speedy connectivity.

In 2017, we launched the world's largest API
platform for a bank to enable developers and
brands to plug into our technologies. Today,
more than 400 partners are plugged into us
via our API platform. This allows us to not
just provide better business solutions, but
also to drive sustainability through financial
inclusion.

In China, for example, we launched a multi-
tier financing facility on a logistics blockchain
platform that allows SMEs to get faster access
to trade financing. Leveraging the bank's APIs,
DBS is able to offer digital trade financing
services to SMEs in the ecosystem within 24
hours. This is significant as more than half

of SMEs globally tend to face rejection by
financial institutions for their trade finance
needs, contributing to the world's trade
finance gap of USD 1.3 trillion.

In 2019, we also made headway in becoming
more data-driven, with the bank running
over 150 projects leveraging advanced
analytics. Some of these projects include
using data to offer contextual marketing or
hyper-personalisation, as well as performing
sentiment analysis so we can understand
our customers better. In places like India

Dividend

We proposed a final dividend of 33 cents per
share, bringing the full-year ordinary dividend
to SGD 1.23 per share. Barring unforeseen
circumstances, the annualised dividend going
forward will be SGD 1.32 per share.

and Indonesia, we have also introduced
data-driven algorithmic credit underwriting
models. This has allowed us to approve small
ticket-sized loans to individuals at a faster
pace, making access to finance easier.

Embedding ourselvesin the
customer journey

Another longstanding focus area has been
to embed ourselves in the customer journey
through digital innovation or ecosystem
partnerships, so that banking is simple,
seamless and effortless.

With this effort, we continue to see more
product purchases done digitally as we reach
out to customers where they are. In 2018,
one in four new mortgages was closed online;
this has risen to one in three mortgages. In
2019, three in four credit cards were applied
for online, and more than one in two deposit
accounts was opened digitally. We saw good
momentum in eChannels adoption, with DBS
Remit on the digibank app enjoying growth

in transaction volume of more than 50% year
on year, and DBS having the highest market
share for PayNow retail signups.

The focus on the customer journey not only
improves customer experience, it also allows
us to create simple, suitable products for the
mass market, products which would have
been bespoke to affluent customers in the
past. Take for example DBS digiPortfolio,

a hybrid human-robo investment solution
that retail investors can access for as little as
SGD 1,000. Democratising access to financial
investments is key not only to reducing the

Letter from Chairman and CEO 9
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wealth inequality gap but also ensuring the
communities we are in are well-covered

for retirement as lifespans increase. In a
similar vein, we now provide digital insurance
solutions, making it easy for customers to
obtain cover for important areas of their lives
with minimum fuss. One such area is cancer
cover, which can be purchased online without
the need for a health check.

In India and Indonesia, we have 3.25
million digibank customers - customers
who opened accounts with us using their
smartphones. The ability to offer banking in
a phone aids financial inclusion, especially
in large geographies, where many remain
underbanked.

Becoming a 28,000 person startup

One of the success areas in our digital
transformation has been our ability to
change culture, to create an environment
that embraces experimentation, and where
innovation is mainstream. We have been
committed to the idea that we have to take all
our employees along on this journey. For this,
investment in our people is imperative and
re-training is key.

With new ways of serving customers better,
including via our social media and live chat
channels, call volumes fell 8% in 2019. In our
Singapore customer centre, we have reskilled
over 500 employees to take on 13 new job
roles including content creators, live chat
agents and customer experience designers.
At the 2019 National Day Rally, the most
important political speech by the Singapore
Prime Minister, DBS was applauded for the
reskilling of our workforce.

We are also committed to diversity, which we
believe is a source of strength. As an example,
we have been recruiting more female talent
in technology - an area that is conventionally
male-dominated - through targeted
hackathons.

Other sustainability initiatives

Apart from efforts to improve lives and
livelihoods, in the past year, we also continued
to actively advance the sustainability agenda
by nudging customers, the community and

10 DBS Annual Report 2019

the public to come onboard the sustainability
journey with us.

To create social impact, the DBS Foundation
reached out to more than 25,000
stakeholders including social enterprises,
students, government agencies, tertiary
institutions, SMEs and clients to build a
vibrant social enterprise community that can
help the sector to thrive. We also launched
the second season of the DBS Sparks mini-
series, which is inspired by true stories - with
a spotlight on sustainability.

We partnered MSCI to integrate their ESG
rating data into our investment products
platform, helping customers who want

to invest in ESG-products make better
decisions. As part of our ongoing efforts
in promoting responsible financing, we
also became the first bank headquartered
in Southeast Asia to adopt the Equator
Principles.

During the year, we made a pledge to cease
financing new coal-fired power plants after
honouring existing client commitments. While
our coal portfolio is already relatively small
(less than 1% of our total Institutional Banking
credit exposure), we expect to see this shrink
as new commitments are eliminated. In lieu
of coal, we have stepped up our green and
renewable financing initiatives. In 2019, DBS
closed about SGD 5 billion in sustainable
finance transactions®™, which is 60% more
than what the bank did in 2018. This includes
over a dozen wind and solar projects, as

well as the first sustainability-linked loan®

in Taiwan (AU Optronics) and the first
sustainability-linked loan in Singapore for an
SME (Chew's Agriculture).

To lower our own carbon footprint, we also
pursued more green initiatives internally, and
100% of our Singapore retail branches are
now BCA Green Mark certified.

Global recognition

In a feat unmatched by other banks globally,
DBS became the first bank to concurrently
hold three global best bank awards. This was
achieved after we were named “World's Best
Bank” by leading global financial publication

Euromoney. This follows the bank's wins of
Global Finance's “Best Bank in the World" in
August 2018 and The Banker's “Bank of the
Year - Global” in November 2018.

In its awards citation, Euromoney singled out
our digital leadership as well as commitment
to sustainable banking for why we were
deserving of the win.

It said: “DBS was chosen for our awards
because it represents what we believe a bank
should look like today. No other institution
has worked so hard to embrace and lead
digital disruption, and while some banks
demonstrate their technological prowess
with impressive apps, DBS does so by
embedding digital innovation into everything
it does - with a tangible positive impact on
the bottom line. It has achieved this with

a clear-sighted focus on sustainability that
positions it well for the years ahead.”

Harvard Business Review also featured DBS
among the top 10 business transformations
of the decade, together with the likes of
Netflix, Amazon, Microsoft, Tencent and
Alibaba. Companies which made the list
had excelled in the development of new
products, services and business models;
repositioning their core business and
financial performance. DBS was recognised
for “transforming from a traditional regional
bank to a global digital platform company,
around a culture-based vision of becoming a
27,000-person startup”.

As a testament to the strides we are making
in sustainability, we made it to the Dow
Jones Sustainability Index (Asia-Pacific) for
the second consecutive year, as well as

the Bloomberg Gender-Equality Index and
the FTSE4Good Global Index for the third
consecutive year.
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“Apart from efforts to improve lives and livelihoods,
in the past year, we also continued to actively
advance the sustainability agenda by nudging
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Chief Executive Officer, DBS Bank
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Dividend

The Board has proposed a final dividend

of 33 cents per share for approval at the
forthcoming annual general meeting. This

will bring the full-year ordinary dividend to
SGD 1.23 per share. Barring unforeseen
circumstances, the annualised dividend going
forward will be SGD 1.32 per share.

Going forward

We expect the outlook to be challenging,
given continued macroeconomic and
geopolitical headwinds. At the time of
writing, the unfolding Covid-19 situation

is also creating some uncertainty. There

are, however, a couple of positives. The US
economy has remained remarkably resilient,
and following nearly two years of trade war,
the world's two biggest economies reached a
Phase 1 agreement in January this year.

As we navigate the choppy waters of 2020,
some priorities remain a constant. Among
them, continued digital transformation

and pursuing the sustainability agenda are
foremost. In Singapore and Hong Kong,
virtual banking licences are being given out,
attracting new players into our space. At

the same time, however, incumbent banks
like ourselves are stepping up our game.
While we have had a headstart in reinventing
ourselves digitally, we need to remain
unrelenting in harnessing areas like Big
Data, artificial intelligence/ machine learning,
and blockchain to deliver a differentiated
customer experience.

On sustainability, providing leadership on
global challenges will continue to be an
imperative.

As we look back on 2019, we are honoured
by the global recognition we have received.
We are also cognisant that being in a place of
leadership requires us to be at the forefront
of change, driving innovation, stewarding
resources and creating social impact, for the
greater good.

(1) Refers to sustainability-linked loans, renewable
and clean energy-related loans and green loans

(2) Sustainability-linked loans are structured to
enable customers to pay less interest when they
achieve a set of pre-agreed ESG performance
targets which are validated by an independent
ESG rating agency or verification party

Peter Seah
Chairman
DBS Group Holdings

Piyush Gupta
Chief Executive Officer
DBS Group Holdings

Letter from Chairman and CEO
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Building better

businesses

As a bank, we play a key role in helping businesses to transition to a digital
and low-carbon economy. We help our corporate customers to transform
themselves and future-proof their business, and nudge them to be more

sustainable in their practices.

Helping SMEs, which account
for 95% of Asia’s businesses,
to grow and thrive

e Supported financing needs for
half of Singapore’s SMEs, which
form the life blood of the economy
employing two-thirds of its workers

* Provided SGD 37.2 billion in
financing for SMEs in Asia

* Launched our first multi-tier
financing facility on a logistics
blockchain platform named
Rong-E Lian, helping SMEs get
quicker access to trade financing

¢ Helped SMEs unlock digital
solutions to power their growth

12 DBS Annual Report 2019

Financing a more
sustainable future

* Financed 14 renewable energy-
related projects across Asia

- Financed three offshore wind farms
in Taiwan worth SGD 8.5 billion

- Advised the financing of Vena
Energy's 70MW ground-mounted
solar project - the largest in Taiwan
to-date

o First bank headquartered in
Southeast Asia to adopt the
Equator Principles

Championing social
entrepreneurship and
developing businesses
for good

* Nurtured over 400 social
enterprises over the last five years

* Made available the Social
Enterprise Banking Package,
which comes with fee waivers
and preferential loan rates

* Invested 15,000 skilled volunteer
hours with social enterprises,
including providing mentorship
to them in areas such as data
analytics, innovation and
digital marketing

1010
1000
0110
0110
1010
1000
0110
0110
1010
1000
0110
0110
1010
1000
0110
0110
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Building better businesses
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Giving power
to the people

Through innovation and digital technologies, we have increased access to
financial services, especially to traditionally underserved populations. This
includes extending credit to the previously unbanked, and disbursing funds
through mobile phones. By giving our customers insights, knowledge, as well
as access to data and easy banking, we also empower them to make their own
financial decisions.

Enabling financial inclusion

14

Made access to credit easier through the introduction
of data-driven algorithmic credit underwriting models
in India and Indonesia, allowing us to approve small
ticket-sized loans to individuals at a faster pace through
their mobile phones

Enabled migrant workers in Singapore to have
uninterrupted banking services through mobile app
POSB Jolly. This includes making it easy for them to
remit funds home to loved ones

Lowered the barrier to entry of opening a bank account
in India and Indonesia with digibank, an innovative bank
in a phone. This has availed banking to more than three
million people in India and Indonesia

DBS Annual Report 2019

Democratising financial services

Digital insurance

* Made it easy for customers to obtain cover for important areas
of their lives with minimum fuss. One such area is cancer cover,
which can be purchased online without the need for a health check

DigiPortfolio

e Launched DBS digiPortfolio, an inhouse hybrid human-robo
solution, enabling consumer banking customers to tap into
financial expertise and investment opportunities usually limited
to wealth clients

Giving power to the people
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Catalysing a
sustainability
movement

We recognise that building a better world needs to be a collaborative effort
involving all, and are focused on catalysing change by rallying our customers,
employees, suppliers, partners and the public, to become more sustainable
by making them aware of social and environmental issues.

Customers Employees Suppliers

* Expanded our suite of environmental, * Rallied our people to support * Ensured that 99.9% of our
social and governance (ESG) and causes around the elderly, new suppliers have signed a
social investing offerings, so socially- education and the environment. commitment to our Sustainable
conscious clients have more avenues Altogether, 88,000 employee Sourcing Principles
to support stakeholder capitalism volunteering hours were invested

in these three areas
* Provided SGD 5 billion in financing

for sustainability-linked loans®", * Rolled out Agency for Integrated Partners
renewable and clean energy-related Care's Dementia Awareness * Partnered Impact Investment
loans and green loans (Foundation) e-learning course to Exchange to support the issuance
all 12,000 employees in Singapore of the USD 12 million Women's
- Launched Singapore’s first SME to help them recognise signs Livelihood Bond 2, which aims to
sustainability-linked loan with of dementia and to enhance create sustainable livelihoods for
Chew's Agriculture communication with those more than 250,000 underserved
who are affected women in Asia

- Signed Taiwan'’s first sustainability-
linked loan with AU Optronics

Public

¢ Encouraged the public to live more sustainably via:

- Sparks Season 2, an award-winning mini-series, which is based on social enterprises supported by DBS Foundation. The first five
episodes garnered 144 million views

- Marina Regatta, DBS Singapore’s marquee dragon boating cum lifestyle event. The event raised eco-consciousness among attendees
through immersive and interactive games and exhibitions. The entire setup was done using recycled, re-usable and natural materials

- "Recycle more, Waste less” campaigns. DBS Indonesia encouraged millennials to pledge towards a cleaner environment, and donated
IDR 1,000 in support of environmental education for each pledge made

(1) Sustainability-linked loans are structured to enable customers to pay less interest when they achieve a set of pre-agreed ESG performance targets which are validated
by an independent ESG rating agency or verification party

16 DBS Annual Report 2019 Catalysing a sustainability movement
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CEO
reflections

“I believe that thereis no
real conflict between
shareholder and
stakeholder interests.
Theissueis one of
timeframes.”

18 DBS Annual Report 2019

Question 1

Businesses have a keyrolein
shaping a sustainable world. While
there is growing consensus on
this, there are also some strong
dissenting views. Where do you
stand on the matter?

At the heart of this question is the ongoing
debate between the virtues of “shareholder
capitalism” versus what is increasingly being
referred to as “stakeholder or conscious
capitalism”.

The shareholder school posits that the
correct role for a corporation is to maximise
shareholder value; the other societal goals
should be left to agencies like investors or
the government, who are better suited to
this. Making corporations the agents of social
change gives managements an easy “out”
from driving financial performance. Warren
Buffett is one exponent of this school.

| believe that there are deeper underlying
questions that this view begs. Some of
these are the following: a) Are corporations
independent entities with obligations of their
own, independent of their shareholders? b)
Are governments adequately equipped to
address some of the knotty, transnational
problems faced by the world? ¢) Is there
really a conflict between the interests of
shareholders and those of other stakeholders?

The fact that corporations are “living beings”
to all intents and purposes (which is why
shareholders have limited liability) suggests
that they have an obligation to the common
good, just as all other living beings. This
obligation requires them to look after the
interests of employees and customers, as a
start. However, | would argue that this also
places an obligation to be good taxpayers, as
well as address other community imperatives
as part of their charter. To that extent, |
believe that Boards are not merely agents

of shareholders, but have an independent
obligation to ensure that the business does
what is right.

Two of the biggest challenges our world

is facing today are a) climate change,
biodiversity and the future of our planet
and b) social tensions caused by issues of
inequality.

In 2019, floods in Jakarta, raging fires in
Australia and serious drought in many parts
of the world sounded an alarm on the pace
of climate change. There was also massive
social unrest - higher than any year since
1968, with at least 25 civil protests around the
world. The synchronised anger was fuelled by
growing income inequality, and compounded
by the rise of social media and the Internet,
which made the divide more pronounced.

In the coming years, | believe social tensions
will be exacerbated by the pensions and jobs
problem. As people live longer, the savings
and pensions which have traditionally funded
one’s retirement will no longer be sufficient.
As older people hang on to their jobs longer,
and as younger ones vie for the same
opportunities, generational tensions

will result. Okay boomer, on steroids!

The nature of these problems is such that
they transcend the nation state. Therefore, we
cannot leave it to NGOs and governments to
find resolution on their own. The truth is that
private sector corporations are some of the
biggest actors on the world stage, and have
an ability to carry influence across borders.
They represent a potent source of resources
and talent, and not bringing this to bear on
what are literally life and death issues would
seem ill-advised.

Finally, I actually believe that there is no real
conflict between shareholder and stakeholder
interests. The issue is one of timeframes.
While there may be some tradeoffs

between maximising shareholder returns

and providing societal benefits in the short
term, addressing broader issues in society

is completely consistent with shareholder
interests in the long term. The long-term
interests of the shareholder require that the
company have a long-term existence. This can
only be achieved if it has a “ licence” from civil
society in addition to any other licences

it needs.

| also believe that the growing focus

on sustainability will result in massive
incremental business opportunities as the
world reorganises to a more planet-friendly
business model. The shift to renewable forms
of energy is one example. Think not just solar
plants, but transmission, distribution, storage
and Teslal

At DBS, advancing the sustainability agenda
through our three pillars of responsible
banking, responsible business practices

and creating social impact, has become a
strategic priority. Some of the bank's focus
areas include stepping up on sustainable
financing, pursuing financial inclusion and
democratising wealth creation by making
financial planning and investment convenient
and easy to understand for all customers.
Through the DBS Foundation, now in its

sixth year, we also seek to multiply our social
impact by supporting social enterprises which
are working to solve many of the world's
sustainability issues.

Question 2

How will digital banking entrants
in the coming year affect the
competitive dynamics of the
Singapore banking industry? How
areyou responding to them?

New entrants into any market increase
competitive intensity, and the five new virtual
banks who will be awarded licences this year
are no exception to the rule. In addition,

it is likely that the new competitors will be
free from the burden of legacy, and have
access to large resources. Therefore, they
will quite possibly be able to disrupt the
market in interesting ways, and are not to be
underestimated.

However, | do not believe that it will be easy
for new entrants to be successful in the short
or medium term. There are a few factors to
consider:

a) The Singapore banking market is not a
large market, and banking penetration
is high, at over 98%. There are really no
obvious underserved segments; to the
extent they exist, the revenue pools are
likely to be small.

b) The incumbents - including DBS - have
made credible strides in their own digital
offerings over the past few years. The new
players will not find it easy to create very
differentiated offerings.

€) Once the players reach a certain minimum
size, the capital requirements are sizeable,
and the onus for regulatory compliance
will create challenges. On the back of the
Uber and WeWork IPOs, it is unlikely that
investors will have appetite for continued
unlimited cash burn without a line of sight
to EBITDA and returns.

S

While competitors are likely to drive
price competition, it is a healthy sign
that the regulators are unwilling to

support predatory pricing. In industries
like e-commerce and ride hailing, deep
discounting with a “winner take all”
mentality has led to industry instability.
Such instability in financial services may
be unwise.

We have been preparing for this new form of
competition for the past six years by seeking
to disrupt ourselves before someone else
can! | believe that we have built sufficient
organisational capability and muscle in our
technology, our products and our people to
be able to compete effectively.

Our digital platforms enable 3.3 million
customers to carry out everyday banking
transactions from payments to investments.
PayLah!, our digital wallet, is now routinely
used for shopping, dining and transport in
addition to peer-to-peer transfers. We have
the lion's share of overseas remittances
with 7.4 million transactions to almost 50
countries amounting to SGD 13.4 billion
annually. Our new comprehensive digital
financial planning tool has already reached
1.8 million customers with more than
300,000 actively using the tool monthly;
33,000 customers have turned from being
cashflow negative to being net savers.

We have created digital marketplaces for
customers to buy and sell properties and
cars, make travel arrangements and switch
utility providers.

In short, while any new competition must
be taken seriously, | am confident that the
incumbent players will hold our own. With
the Singapore banking market already

well served by more than 200 players, the
additional competition from five new digital
banks is likely to be manageable.

Question 3

Tell us more about your plans and
strategy for Hong Kong and the
Greater Bay Area.

The Greater Bay Area (GBA) is poised to be
one of the great mega-regions of the world.
It has modern infrastructure, a wide array

of manufacturing expertise and extensive
connections to other parts of the mainland
and to the region. There are more than

one million companies, many of which

are clustered around technology, white
goods and car manufacturing. Its teeming
population is made up of migrants from
other parts of the mainland seeking a better
future. These characteristics make the region
a fertile ground for local and global players to
test concepts and innovate.

At least since 2000, Hong Kong has been
one of the biggest beneficiaries of the
China growth story. This has not been
from largesse; rather, it is the soft and
hard infrastructure of the country, and
the resourcefulness and tenacity of its
people, that have made Hong Kong the
capital markets hub for the mainland.
Notwithstanding the short-term social
tensions, it is our belief that in the long term,
Hong Kong will continue to benefit from
the China, and more specifically the GBA,
phenomenon.

Our Hong Kong franchise is well placed to
drive our GBA strategy. As the anchor of
our Greater China business, it has been
financing Chinese companies’ international
expansion, capturing the expanding trade
and investment flows between Hong Kong
and southern China, as well as meeting the
growing demand for wealth management
services from affluent Chinese individuals.
These activities were responsible for the
tripling of our Hong Kong and Greater China
business over the past decade.

We therefore have the expertise, experience
and resources to capture opportunities
across the GBA customer spectrum. For large
corporates, we will target industry leaders

by customising cross-border solutions with
our treasury and capital markets capabilities.
We have already been doing this to serve
Chinese and Hong Kong large corporates
over the past several years, so the approach
will be an extension of the existing strategy.
For medium-sized companies, we will grow by
targeting large corporate customers’ supply
chains, using digital payment platforms and
data analytics, and drawing on our SME
capabilities in Hong Kong. Our ability to

offer SMEs dual account openings in China
and Hong Kong will be another advantage,
particularly in garnering deposits.

The results since the inception of our GBA
strategy in 2018 have been ahead of our
business plan. The GBA accounted for
around 5% of our total income from Greater
China (including Hong Kong) in 2019.

Piyush Gupta
Chief Executive Officer
DBS Group Holdings
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CFO
statement

“We reported another
record performancein
2019. Return on equity
increased from 12.1%
inthe previous yearto a
new high of 13.2%. The
results underscored
the success of a journey
we embarked on a
decade ago.”
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Record results underscore the
magnitude of a decade-long
transformation

We reported another record performance in
2019. Net profit rose 14% to SGD 6.39 billion
as total income climbed 10% to SGD 14.5
billion from broad-based growth. Return on
equity increased from 12.1% in the previous
year to a new high of 13.2%.

The results underscored the success of a
journey we embarked on a decade ago. In
February 2010, we had unveiled a nine-point
strategy to transform the bank. In last year's
annual report, | wrote about how its steadfast
and nimble implementation had since
structurally improved the profitability of our
franchise.

In Singapore, we deployed our low-cost
deposits more profitably, increasing our
market share of loans by five percentage
points over the decade to 26% and raising
our SGD loan-deposit ratio from 55% to 89%.
Despite intense competition, we continued
to command the lion’s share of SGD savings
deposits at 53%. We also maintained our
position as the runaway leader in everyday
transactions as consumers and corporates
shifted from cash to digital payments.

In Hong Kong, we grew low-cost current and
savings accounts to almost three-fifths of our
deposit base. We captured the cross-border
financing requirements of large Chinese
corporates and re-focused our consumer
offering to the wealth management segment.
As a result, our combined Hong Kong and
Rest of Greater China earnings tripled over
the decade to SGD 1.64 billion.

The returns of our two largest markets
were further elevated by the extensive
digitalisation efforts we began six years
ago. Consumer and SME customers using
our acclaimed platforms brought us twice
the income per head even as the cost of
delivering products digitally was significantly
lower than for traditional channels. In India
and Indonesia, the launch of mobile-only
platforms enabled us to tap into the large
mass-affluent consumer segments and

organically grow our domestic presence in
South and Southeast Asia.

We also said we would grow high-returns
businesses. Wealth management and cash
management now account for 35% of group
income from 11% a decade ago. We became
the sixth largest wealth management bank in
the Asia-Pacific with SGD 245 billion in assets
under management, offering the full range of
products from unit trusts to bancassurance.
Our cash management business was ranked
by corporates and non-financial institutions
as one of the best globally. For our treasury
business, our focus was redirected towards
serving customers. Today, customer flows
account for 58% of total treasury income,
double the 27% in 2009.

Transformation has yielded
superior financial returns for
shareholders

The magnitude of the transformation is
reflected in the superior financial returns we
have delivered over the decade.

Net profit of SGD 6.39 billion this year is
three times the level in 2009, underpinned
by a more-than-doubling of total income
to SGD 14.5 billion. Return on equity, the
key metric investors use to assess a bank's
financial standing, of 13.2% today is five
percentage points above the 8.4% in 2009.

Moreover, our results were due almost fully
to organic growth. The two acquisitions

we made over the decade - for Societe-
Generale’s and ANZ's wealth management
businesses in some of the markets we
operate in - while generating high returns

quickly were not significant to our overall size.

We outperformed peers in several financial
metrics over the period, including net
interest margin and allowance coverage. The
transformation of our franchise has resulted
in superior returns for shareholders. Since 31
December 2008, our share price has tripled.
Our annual dividends more than doubled
from 56 cents per share in 2009 to

SGD 1.23.

Broad-based growth
during the year despite
macroeconomic headwinds
and geopolitical tensions
throughout the year

The year’s results were notable not only for
being a record. They also underscored the
resilience of an entrenched, broad-based
franchise able to navigate market volatility
and capture opportunities as they arose.
Unlike 2018, which had benefited from
healthy macroeconomic tailwinds and risk
appetite in the first half, a synchronised
global slowdown exacerbated by geopolitical
tensions pervaded 2019.

Corporate loan drawdowns - from a pipeline
led by acquisition, cross-border and property
financing, principally from Singapore and
Greater China - were healthy at the start

of the year but slowed in the second and

third quarters as confidence ebbed before
regaining momentum in the fourth quarter.
Despite the uneven pace, non-trade corporate
loans expanded 6% or SGD 12 billion in
constant-currency terms to SGD 202 billion.

Trade loans grew 3% or SGD 1 billion to

SGD 44 billion. A slowdown in Hong Kong,
which was affected by the shifting of supply
chains to other parts of Asia, offset the growth
in other regions.

Consumer loans rose 2% or SGD 2 billion

to SGD 114 billion as increased borrowing
from wealth management customers was
tempered by a decline in Singapore housing
loans. Housing market transactions, which
had weakened after cooling measures

were introduced inJuly 2018, improved in
the second half of 2019, but the recovery
was confined to new property launches.
Unlike resale market transactions, where
loans are disbursed in a short time, loan
drawdowns for new property launches occur
progressively over a few years as the projects
are being built. As a result, total housing loan
drawdowns fell below repayments in the first
three quarters of the year before recovering
in the fourth.

Overall loans grew 4% or SGD 15 billion to
SGD 358 billion.

Interest rates, which had risen during the
previous year, began declining in the middle of
2019, putting pressure on net interest margin
in the fourth quarter. Full-year net interest
margin rose four basis points to 1.89%.
Treasury Markets activities had a moderating
effect on the reported net interest margin due
to accounting rules for transactions involving

currency swaps. Excluding Treasury Markets
activities, net interest margin rose nine basis
points.

The increase in loan volumes and net interest
margin resulted in a 7% rise in net interest
income to SGD 9.63 billion.

Net fee income increased 10% to

SGD 3.05 billion as double-digit growth in the
second half was moderated by a high-base
effectin the first half. All fee activities grew
except brokerage, which was affected by
lower stock market trading volumes. Wealth
management fees increased 13% as demand
for investment products accelerated in the
second half. Bancassurance sales were

also higher. Credit card fees increased 11%
from higher transactions across the region.
Investment banking fees grew 66% as income
from equity capital market activities reached
a new high. Fees from transaction services
and loan-related activities also rose.

Other non-interest income grew 29% to

SGD 1.87 billion. Trading income rose 24% to
SGD 1.46 billion from higher gains in interest
rate activities, while gains on investment
securities more than doubled to SGD 334
million. The strong increase in both activities
was due partly to a low base in the previous
year. These gains more than offset the
impact of a SGD 91 million property disposal
gain the year before.

All business units' total income rose.
Consumer Banking/ Wealth Management
grew 11% to SGD 6.30 billion, with the
increase led by deposits and investment
products. Institutional Banking increased 5%
to SGD 6.07 billion from cash management,
loans and investment banking. Treasury
Markets rose 39% to SGD 932 million from
higher gains in interest rate activities, as well
as low base a year ago, when a flatter yield
curve had reduced gapping income and
credit spreads had widened.

Expenses grew 8% to SGD 6.26 billion.
The positive jaw of two percentage points
resulted in a one-percentage-point
improvement in the cost-income ratio

to 43%.

Strong balance sheet
maintained

Asset quality continued to be healthy.
Non-performing assets rose 2% to

SGD 5.77 billion as new non-performing asset
formation was moderated by recoveries and
write-offs. The non-performing loan ratio

was unchanged at 1.5%. Specific allowances

increased 7% to SGD 761 million. As a
percentage of loans, specific allowances were
at 20 basis points, stable from the previous
year.

We maintained a healthy level of general
allowances which, together with the
regulatory loss allowance reserves mandated
by the Monetary Authority of Singapore,
amounted to SGD 2.92 billion. The cumulative
total allowances we set aside amounted to
94% of NPAs. If collateral was considered, the
allowance coverage was at 191%.

We had sufficient liquidity to support growth.
Deposits rose 3%, in line with loan growth, to
SGD 404 billion. The loan-deposit ratio was
comfortably at 89%. The liquidity coverage
ratio of 139% and net stable funding ratio

of 110% were well above the regulatory
requirement of 100%.

Our Common Equity Tier 1 capital adequacy
ratio was at 14.1%, slightly above the 13.9%
a year ago and also above regulatory
requirements.

We increased the frequency of dividend
payments to every quarter from half-

yearly so that shareholders receive more
regular income streams. For the first three
quarters, we paid 30 cents per share per
quarter, similar to the annualised rate in
the previous year. For the fourth quarter,
we are proposing a dividend of 33 cents for
approval at the upcoming annual general
meeting. This will bring the payout for the
financial year 2019 to SGD 1.23 per share.
It would also mean that, barring unforeseen
circumstances, the annualised dividend going
forward would be SGD 1.32 per share. The
increase in the dividend is in line with our
policy of paying sustainable dividends that
rise progressively with earnings.

Total shareholder returns

We delivered total shareholder returns

of 16% during the year. This comprised
dividends of SGD 1.50 per share paid out
during the calendar year (consisting of the
final 2018 dividend of 60 cents and dividends
of 30 cents for each of the first three
quarters of 2019) and a share price accretion
of 9%.

Outlook

We had entered 2020 with healthy underlying
business momentum. We expected mid-
single-digit percent loan growth and double-
digit percent fee income growth, similar
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o 2015, Wlth the impact partlally offsgt by execution and a Strpng .bal,an.ce sheet ) (B) Business unit performance SGD million Consumer Institutional Treasury Others Total
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|nterest raFes. At the time of writing, the general allowance reserves. 4 the course of the year, with all business Management
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uncertainty to our original expectations. If the . i 5
outbreak is contained within a few months, Consumer Banking/ Wealth Management Net interest mcomg . 4,037 4,309 138 1,141 9,625
there would be only a modest shaving to Chng Sok Hui total income rose 11% to SGD 6.30 billion Net fee and commission 1,790 1225 . 373052
totalincome growth. Whatever the outcome, Chief Financial Officer from higher deposit margin and volumes, ncome
we will weather the uncertainty with nimble DBS Group Holdings wealth management and card fees, and Other non-interest 472 539 794 62 1,867
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Atypical digital customer continued to Profit before allowances 32 238 79 76 The Oth tindud . Total allowances 228 550 (20) (48) 710
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. . . ROE vs Traditional income from the deployment of shareholders
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and operating profit lower CIR and higher
ROE
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(C) Netinterestincome

Net interest income increased 7% to

SGD 9.63 billion. Net interest margin rose
four basis points to 1.89%. Compared to
the year-ago period, net interest margin
was higher in the first three quarters due to
higher interest rates in Singapore and Hong
Kong, but was little changed in the fourth
quarter as Singapore interest rates fell with
US Fed rate cuts in the second half of the
year. Excluding Treasury Markets activities,
net interest margin rose nine basis points
for the year.

In constant-currency terms, gross

loans rose 4% or SGD 15 billion to

SGD 362 billion. The increase was led by a
6% or SGD 12 billion growth in non-trade
corporate loans to Singapore and Greater

Net interest

2.15 2.18 2.15 2.09

margin (%) 2.15 2.10
2.00 2.05 2.08
Excluding 2'2/
™ 1.89 1.91 1.90
/ 183 18 18 187 188 1.86
1.85 [ ® hd ® hd
Group
2,460
0 2,429 2,426
2,33
2,273 2,310
2128 2,224
Net
interest
income
(SGD
million)
2018 2019 1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q
| | J
2018 2019

Gross
China customers. Trade loans rose 3% or loans
SGD 1 billion as growth in other regions (SGD 362
e billion) B Others Constant h
was dampened by lower activity in Hong onstant-currency change
Kong. Consumer loans rose 2% or SGD CBG/
2 billion as growth in loans to wealth WM
management customers was moderated
by a contraction in housing loans. |
In constant-currency terms, deposits rose other +3 +4 +7
3% or SGD 13 hillion to SGD 404 billion. Our IBG . .
market share of SGD savings deposits was 0 =
maintained at 53%. - . .
Trade 1Q 2Q 3Q 4Q
l |
As at Dec 19 2019
(D) Non-interestincome Fee income
Net fee income rose 10% to SGD 3.05 billion. (SGD million) 2019 2018 YoY%
Leading the increase was a 13% rise in wealth
management fees from higher unit trust Brokerage 114 154 (26)
products and investment product sales. Card ,
) Investment banking 213 128 66
fees rose 11% from growth across the region. . .
. . Transaction services 760 720 6
Investment banking fees grew 66% as equity . lated 407 390 4
capital market income rose to a new high. oan-relate
Transaction banking fees and loan-related Cards 790 714 1
fees were also higher. Wealth management 1,290 1,141 13
Fee and commission income 3,574 3,247 10
Other non-interest income rose 29% to SGD Less: Fee and commission expense 522 467 12
1.87 billion as trading income benefitted Total net fee and commission income 3,052 2,780 10
from interest-rate activities and gains on
investment securities rose from a low base. Other non-interest income
(SGD million) 2019 2018 YoY%
Net trading income 1,459 1,178 24
Net income from investment securities 334 131 >100
Net gain on fixed assets 1 91 (99)
Others (include rental income and share of 73 48 52
profits of associates)
Total 1,867 1,448 29
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(E) Expenses

Expenses rose 8% to SGD 6.26 billion,
two percentage points below income
growth. The cost-income ratio improved
one percentage point to 43%.

Cost / 44
income

(%) — %

6,258
(S$m) 5,798
Staff e
expenses
Other
expenses 2,744
2018 2019

1,614 9,600
1,546
1,481 1501 1,498
1,398 1,418 915
313 [l 804 W 552

668 697 646 685

3Q 4Q 1Q 4Q
| |

2018 2019

(F) Asset quality and allowances

Non-performing assets rose 2% to SGD 5.77
billion. New non-performing asset formation
was moderated by recoveries and write-offs.
Specific allowances were at 20 basis points of
loans, little changed from the previous year.
Allowance coverage was at 94% and at 191%
if collateral was considered.

NPAs at start of period 5,684 6,070
IBG and others 118 (415)
New NPAs 1,221 844
Upgrades, settlements and recoveries (413) (767)
Write-offs (690) (492)
CBG/ WM 22 (29)

Translation (51) 27

ANZ consolidation 31

NPAs at end of period 5,773 5,684

NPL ratio (%) 1.5 1.5

SP/ loans (bp) 20 19

Cumulative general and specific allowances as % of:

NPA 94 98

Unsecured NPA 191 178
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Our 2019
priorities

We use a balanced scorecard approach to measure
how successful we are in serving stakeholders and
executing our long-term strategy. Our scorecard,
whichis based on our strategy, is used to set
objectives, drive behaviours, measure performance
and determine the remuneration of our people,

making this a living tool.

Traditional Key Performance Indicators (40%)

Shareholders

Achieve sustainable growth

Measure financial outcomes and risk-related
KPIs to ensure that growth is balanced
against the level of risk taken, including
compliance and control.

Read more about this on page 27.

Customers

Position DBS as bank of choice
Measure the progress in customer
satisfaction, depth of customer relationships
and strength of brand positioning.

Read more about this on pages 27, 28, 38 and 40.

Transform the Bank - “Make Banking Joyful” (20%)

Employees

Position DBS as employer of choice
Measure the progress in being an employer
of choice, including employee engagement
and people development.

Read more about this on page 28.

Digital transformation

Ecosystems

Measure the progress in growing meaningful
relationships with ecosystem partners and
driving outcomes from these partnerships.

Acquire

Measure the progress in leveraging digital
channels to acquire new customers and
growing digital channel share.

Transact

Measure the progress in eliminating paper
and driving automation to deliver instant
fulfilment.

Engage
Measure the progress in driving customer
engagement, conversion and contextual

marketing cross-buy across our digital assets.

Read more about this on page 29, 30.

Areas of focus (40%)

Capturing value created
from digitalisation

Measure the progress made in driving digital
behaviours of our Consumer and SME
customers (Singapore and Hong Kong).

Our hypothesis is that digital customers give
us higher income, better cost-income ratio
and higher return on equity vs. traditional
customers.

Read more about this on pages 30 and 31.

Reimagining customer
experiences

Measure the progress in embedding
ourselves in the customer journey to deliver
differentiated experiences.

Read more about this on page 31.

Building a developmental and
growth mindset

Build a culture of continuous learning and
growth through collaboration and feedback.

Read more about this on page 32.
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Becoming a technology company

Embed a Platform Operating Model,
strengthen our data infrastructure and
implement a robust data governance
framework.

Read more about this on page 32.
Scaling our businesses

Scale and drive value across the Group with

strategic expansions and segment strategies.

Read more about this on page 33.

Building a sustainable franchise

Strengthen our risk and compliance
framework and drive efforts in responsible
banking, responsible business practices and
creating social impact.

Read more about this on page 33.

Traditional KPIs

KP1/ Target

Outcome

Deliver consistent
income growth

Shareholders

Read more about
this on pages
20 to 25 in “CFO

Despite macroeconomic headwinds and Income (SGD million)

geopolitical tensions throughout the year, 13183 14,544

income grew 10% to a record SGD 14.5 billion e
from broad-based business momentum led 10,801

by non-trade corporate loan growth as well as . .
double-digit percentage growth in fee income

statement”
and trading income. 2015 2016 2017 2018 2019
Be cost efficient The cost-income ratio decreased one Cost/ income ratio (%)
while investing percentage point to 43% from 44% in 2018.
- : i ~ 5 43 43 44
for growth, with With strong growth in total income and 43
cost-income ratio productivity gains from our investments in
improving over time  digitalisation, we saw positive two percentage
points income expense jaws. 2015 2016 2017 2018 2019
Grow exposures Specific allowances remained stable at 20 Specific allowances/ average loans (bp)
prudently, aligned to  basis points of loans. The NPL ratio remained 72
risk appetite unchanged at 1.5% as new NPAs were
moderated by recoveries and write-offs. 38
19 19 20
2015 2016 2017 2018 2019
Deliver consistent Underpinned by record net profits, ROE rose Return on equity (%) .
return on equity to new high of 13.2%. 121 :
- i -10.1 . . l
2015 2016 2017 2018 2019
Customers Achieve broad-based  Based on customer surveys, we improved Customer engagement score®

increase in customer
satisfaction across
markets and
segments

customer engagement in CBG and SME. 2018 2019
We were also ranked top amongst banks in Wealth Management 429  4.25
KPMG's 2019 inaugural customer experience X
excellence report for Singapore. S EE A a2l L)
SME Banking 427 4.30
For large corporates, we were named the Best
Large Corporates market
Bank Globally for Cash Management Customer penetration ranking 4t 4th

Satisfaction by Euromoneyt" for the second

) . (Only Asian bank in top 5)
consecutive year. In Greenwich surveys across

CSISG®, Finance and

11 countries in Asia, we were ranked No. 1 . 745  75.1
by customers for Ease of Doing Business T AR [
and Communicating KYC requirements to CSISG®, Finance and & ond

customers. Insurance Sector rankings

Although our CSISG ratings improved, we
slipped from top spot to second place. Our
Wealth Management cgstomer engagement AN *  BestBank
scores also fell slightly in 2019. We will BESTSERVICE ™  forcustomer
have to do more to deliver better customer R 0Te. satisfication
experiences. L

ﬁﬁﬁﬁﬁ

*

1. The Euromoney cash management survey was conducted with over 25,000 clients participating globally

23 Scale: 1= worst and 5 = best. Based on Customer Satisfaction Survey (CSS) conducted by Scorpio Partnership,
Ipsos and Qualtrics for Wealth Management and Ipsos and Qualtrics for Consumer Banking. Based on Aon
Hewitt for SME Banking and Greenwich Associates for large corporates market penetration ranking

3. Customer Satisfaction Index of Singapore, jointly developed by the Institute of Service Excellence at
Singapore Management University and the Singapore Workforce Development Agency
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Traditional KPIs

KPI/ Target Outcome

Customers Deepen wallet share of individual  IBG non-loan income ratio rose, due to IBG non-loan income ratio (%)

and corporate customers improved income from cash management,
55 56
47 46 I49 I I

debt and equity capital market activities,
and treasury flows.
2015 2016 2017 2018 2019

While CBG non-interest income grew 10%,
the non-interest ratio remained at 36% as
both net interest income and non-interest

: ; : 39 39

income grew equally. Net interest income =1/ 36 36
benefitted from loan and deposit growth

as well as a higher net interest margin.

2015 2016 2017 2018 2019

CBG non-interest income ratio (%)

Employees Maintain employee engagement ~ Our employee engagement score My Voice employee engagement score (%)
levels improved slightly to 83% and we were
ranked at the 87" percentile in the

Kincentric My Voice Survey across

79 81 82 82 83
. . .
recognised by Kincentric as “Asia Pacific .

a global benchmark. We were also

Regional Best Employer” and were named 2015 2016 2017 2018 2019
“Best Employers Locally” across eight

markets of Singapore, Hong Kong, China,

Indonesia, South Korea, Taiwan, Thailand

and UK.

However, when benchmarked against
Kincentric's Best Employers in Asia Pacific,
we lagged in areas such as rewards,
enabling productivity, collaboration and
survey follow-up. These are areas that

we will work on to improve in the

coming years.

4) Previously known as Aon Hewitt

Provide our people with Mobility: positions filled internally (%)
opportunities for internal

mobility to enhance professional ~ management practices. The decline

30
28 28
and personal growth from 2018 was attributed to a deliberate 26 25
acquisition of more technology talent from
external sources to meet our growing
digital requirements.

2015 2016 2017 2018 2019

Our internal mobility rate remained
healthy at 25% due to our robust talent

Maintain or reduce voluntary Turnover reduced from 2018 with attrition ~ Turnover (%)
turnover being lower than the market average®

15
for all our six priority markets: Singapore, 13.2 12 13 13
Hong Kong, China, Taiwan, India and
Indonesia. In Singapore and India, our
turnover was best-in-class in comparison
with our respective peer groups.

2015 2016 2017 2018 2019
(5) Market comparison is for 9 months, 2019
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Transform the Bank “Making Banking Joyful KPIs

KP1/ Target

Outcome

Digital Ecosystem

transformation  Grow meaningful relationships
with ecosystem partnerships
and drive outcomes.

We expanded the number of partners on our PayLah! app to provide a wider range of
everyday services, encompassing transportation, food, shopping, entertainment and

bill payments - with an increase of SGD 1 billion in total transactions. Our ecosystem
partnerships with e-commerce, telecommunication and loan aggregator companies in
Indonesia and India also showed promising outcomes, contributing to more than 30%
of unsecured loan origination for digibank Indonesia and adding more than 50,000 new
accounts to digibank India. Our DBS Property and Car Marketplaces generated over
SGD 500 million in loans across Singapore, Taiwan and Hong Kong markets.

We continued to have one of the world's largest banking API platforms, with over

500 published APIs. This has allowed us to accelerate our APl connectivity with more than
400 partners across various industries, including co-creating a blockchain commodities
trading platform with Trafigura and providing an end-to-end trade documentation
solution. We have also integrated our digital onboarding API into a blockchain platform,
Rong-E Lian, to create a multi-tiered supply chain facility. This initiative has given us access
to more than 1,000 suppliers of a leading Chinese logistics player.

Despite these results, the acquisition and transaction volumes from our ecosystem
partnerships did not generate the exponential growth that we expected. We are
reviewing our partnership engagements to better align our objectives as well as
streamline the necessary processes to help accelerate growth within our ecosystems.

Acquire

Increase digital acquisition of
customers and grow digital

channel share

Pivot to acquire quality digibank
customers in India and Indonesia

Channel share of consumer products
sold digitally improved

g dlglbank : 2018 2019

Deposits 53% 55%
by DBS
Cards 64% 76%
Votel e Jeisoirieis: General Insurance 60% 64%

2019: 3.25 million customers
2018: 2.70 million customers

We pivoted our strategy to acquire quality
customers with higher balances, shifting
the focus away from quantity. This revised
strategy produced good results - new
digibank India and Indonesia customers
have 2 times higher average balances over
customers acquired in 2018.

More than half of Wealth and SME customers are acquired digitally

Wealth SME
' 75% (2019) ' 18% (2019)
Vs 79% (2018) Vvs32%(2018)
38%
96% (2019)
v VS 98% (2018)

2018 2019
Digital acquisitions across our core

markets declined slightly due to
regulatory restrictions and competition.
In Hong Kong, we have tightened
account opening processes which
resulted in a marked decline in

digital acquisitions over 2018.
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“Making Banking Joyful KPIs”

KPI/ Target

Outcome

Digital
transformation

Transact

Measure the progress made in
eliminating paper and driving
automation to deliver instant
fulfilment

We drove automation in selected retail and corporate processes, achieving a 20%
increase in straight-through processing and delivering instant fulfilment to our
customers. We were also able to meet a 14% increase in transaction volumes despite
a reduction in our operations headcount.

We developed and launched DBS MAX, a seamless and instant payment collection
solution for our merchants across Singapore, Hong Kong and India. We saw rapid
adoption of the solution with more than 7,000 merchants generating approximately
200,000 transactions over a short 10-month period.

Our convenient payment and collection solutions for our customers have resulted
in a reduction in physical cash transactions, with retail banking achieving a 14%
reduction and corporate banking achieving a 23% reduction in physical cash
transactions at our branches.

Engage

Measure the progress made in
driving engagement and conversion
for prospective customers, and
creating customer stickiness and
contextual marketing cross-buy
across our digital assets

We continued to drive ‘top of the funnel’ contribution with enhanced content and
contextualised community communication.

We launched Sparks mini-series Season 2 based on true stories of social enterprises
supported by DBS, attracting more than 144 million views. Season 2 helped generate
twice the number of visits to DBS' public web over Season 1 in 2018. Our social
media fanbase of more than 9.5 million remained robust, with a significant increase
on high-traffic social media platforms like Instagram (85%), LinkedIn (43%) and
YouTube (38%).

We improved the richness of our Asian Insights content and made it available on
our iWealth app, Facebook and LinkedIn pages. Employing data analytics on our
customers' preferences, we served them with timely curated short videos and
articles. These enhancements drove an increase in customer traffic to our Asian
Insights content across digital channels by more than 30% and readership of our
Asian Insights articles on our public web by 38%.

Our improved data analytics resulted in revenues from marketing campaigns
increasing by 73% for CBG and more than doubling for SME.

Digital Value
Capture

(Consumer
and SME in
Singapore and
Hong Kong,
which account
for 46% of
Group income)

Continue to grow the number of
digital customers
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The number of digital customers increased by 13% from 2.9 million in 2018 to
3.3 million®.

The proportion of digital customers rose to 52% from 48% in 2018 and 42% in 2017
due to acquisition of new customers and customer migration from the traditional
segment.

(6) A digital customer has either (within the past 12 months): (i) made a product purchase or
segment upgrade via a digital channel; (ii) done more than 50% of financial transactions
via digital channels; or (iii) done more than 50% of non-financial transactions via digital
channels

“Making Banking Joyful KPIs”

KPI/ Target Outcome
Digital Value Increase income from digital Income earned from a typical digital customer continued to be twice that from a
Capture customers typical traditional customer.
(Consumer Reported income from the digital customer segment increased 16% year-on-year.
and SME in
Singapore and
Hong Kong, Drive DVC cost-income ratio Digital customers continued to be more efficient to bank than traditional customers,
which account  provement with the cost-income ratio differential between digital and traditional customers
for 46% of

Group revenue)

maintained at 20 percentage points.

The overall reported cost-income ratio improved one percentage point to 39%,
driven by similar improvements across the digital and traditional customer
segments. These results included the benefit of a higher net interest margin (NIM)
during the year. After removing the impact of changes in NIM, the overall cost-
income ratio was flat from 2018 due to challenging market conditions.

Deliver differentiated customer
experience

Journeys

We made significant progress in improving customer experience in several areas.

We revamped the journey on our online SME account opening platform, achieving
a 92% increase in customer traffic. Some of our corporate and retail customer
journeys were significantly improved, with processing time reduced from a few days
to instant fulfilment. For example, trade facility documentation, which previously
took five to ten days to generate, can now be created within the same day for our
Greater Bay Area corporate customers. Wealth customers in Hong Kong can enjoy
immediate onboarding via our newly launched digibank app. The unsecured loan
journeys on digibank India and Indonesia were redesigned with 100% straight-
through processing, achieving loan approval within 60 seconds - the fastest

among banks in both markets.

We fell short on delivering differentiated customer experiences against ambitious
internal targets for wealth onboarding journeys and problem resolution processes
for CBG customers. While some progress has been made in our general insurance
journeys, more can be done to further improve our customer experience. We will
continue to work on these journeys in the coming year.
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Pursuing the greater good

Selected areas of focus

KP1/ Target

Outcome

Build a Drive a learning and developmental
developmental organisation, improve leadership
and growth capabilities and employee
mindset experience

We believe a culture of feedback will empower our employees and help them

to learn and grow. In late 2019, we launched an online ‘Anytime Feedback' tool,
which gained good momentum within four months. We will explore ways to enable
employees to improve based off constructive feedback from the tool.

We focused on upskilling our employees with targeted lessons like data analytics,
training 7,000 staff in such capabilities across the bank. We also upskilled our Wealth
Management relationship managers (RMs) and arranged for regular trainings to
improve knowledge, skillsets and technical knowledge required for client advisory.
We sharpened our focus on performance evaluation to give more explicit focus

on our PRIDE! values. This was done through the introduction of a dual-rating
system in employee appraisals, in order that the “what” and "how" of achieving key
performance indicators are taken into account.

To strengthen leadership capabilities, we implemented a “Building Great Managers”
programme across the Group with promising outcomes - more than 200 managers
improved in both managerial effectiveness and team engagement score, based on
the bank's annual My Voice survey.

We set up a dedicated team to identify employee pain points and resolve identified
issues. Over the year, the team made reasonable progress in reviewing and
resolving the identified pain points. We are early in this journey and have yet to

see a significant uplift in employee satisfaction with respect to productivity enablers.
We will continue to dial up on efforts to improve our employee experience.

Becoming a
Technology
Company

Embed a Platform Operating Model,
strengthen our data infrastructure
and implement a robust data
governance framework
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Since the introduction of the Platform Operating Model strategy in 2018, we have
established 33 platforms, where business and technology teams collaborate to
drive outcomes. We made good progress in embracing an agile way of working with
greater synergy and efficient decision-making processes. For example, our Risk
platform team digitised and simplified end-to-end credit processing, setting the
foundation for advanced credit risk management using data analytics and machine
learning. This allows us to actively optimise our credit portfolio based on emerging
risks by anticipating future events, leading to faster response time to mitigate
potential credit risks.

We also scaled our data platform with increased automation capabilities that
promote easier data discovery and reusability of analytical tools. We made significant
progress in upskilling our workforce with over 25% trained in data analytics, and
improved access to data and data tools for greater experimentation.

We created lending models for SME and consumer finance that included non-
financial data, and conducted network analysis on payment data to unlock supply
chain opportunities. At our call centres in Singapore and India, we deployed neural
network data models to predict customer issues before calls were made, reducing
call volumes by 180,000.

We launched our PUREY data governance framework, setting out practices and
processes to guide business units in their use of data and analytical models. DBS
remains the only bank in Singapore to be certified with Singapore Infocomm Media
Development Authority's (IMDA) Data Protection Trustmark®.

Read more about this in the CIO statement on pages 36 and 37.
(7) Purposeful, Unsurprising, Respectful, Explainable
8) As at 31 January 2020

Selected areas of focus

KPI/ Target

Outcome

Scale our
Businesses

Build a
Sustainable
Franchise

Continue to scale our large
businesses (e.g. Wealth, Cash
Management and SME) and look for
strategic geographical expansions

We grew our Wealth Management business by 16% and showed strong
improvement in our RM productivity - non-interest income per RM rose 17% while
net interest income per RM grew 15%. We leveraged our digital capabilities (including
our Treasury Prism digital simulation tool) and grew Cash Management income by
14%.

Our SME strategy delivered mixed results with good expense discipline across all
growth markets. While Taiwan and Indonesia showed lacklustre growth in total
income and fee income, our largest growth markets China and India showed healthy
growth in these areas, averaging around 25% growth over 2018.

We expanded our geographical presence with the launch of our locally incorporated
wholly owned subsidiary, DBS Bank India Limited. We rolled out 21 new branches as
planned, which grew our branch network to 33 branches in 23 cities across 12 states.
Despite trade war and Hong Kong unrest challenges, we were able to set up a team
in the Greater Bay Area that began full operations and which delivered good results,
finishing ahead of our business plan in 2019.

Build a sustainable franchise

by strengthening our risk and
compliance framework and driving
efforts in responsible banking,
responsible business practices and
creating social impact.

We dialled up on our risk monitoring and credit assessment capabilities, with our
compliance team developing a new data management tool using network link
analysis to monitor transaction data at a network level instead of at an account
level. This data analysis tool enhanced our detection and surveillance capabilities
of suspicious transactions across geographies and all transaction parties.

In credit risk assessment and monitoring, we developed automation and data-driven
capabilities and formed a dedicated team to track, holistically detect and assess
risks to our portfolio. This systematic portfolio review strengthened our early credit
warning signals and helped reduce the number of two-notch downgrades of weak
credits.

We made progress across our three sustainability pillars - responsible banking,
responsible business practices and creating social impact. We completed about
SGD 5 billion worth of sustainable financing® transactions, more than 60% increase
over 2018. We provided the first sustainability-linked loan in Taiwan, and the first
sustainability-linked loan in Singapore for an SME.

We transformed our Singapore retail branches to become more environment-
friendly, with 100% of them now Green Mark certified by the Building and
Construction Authority. We reached out to more than 25,000 stakeholders to build a
vibrant social enterprise community and supported nine social enterprises through
grants of over SGD 1.3 million. We also increased our employee workforce volunteer
hours by more than 35% over 2018 to approximately 88,000.

Read more about this in Sustainability Report.

(8) Sustainable financing comprises-
Sustainability-linked loans: Loans that are structured to enable customers to pay less
interest when they achieve a set of pre-agreed ESG performance targets which are validated
by an independent ESG rating agency or verification party.
Green loans: Loans made exclusively to finance eligible green projects in energy efficiency,
pollution prevention and others.
Renewable and clean energy-related loans: Loans made to finance renewable and clean
energy-related developments such as solar, wind and others.
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CRO
statement

“Asset quality continued
to be healthy. Given an
evolving environment
due to political tensions,
we remain vigilant to
the potential impact
on our portfolio. We
continue to leverage
technology and data
analytics to manage our
financial crime risk and
strengthen our cyber
security defence.”
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Top and emerging risks

The Board and senior management drive a
robust process to identify and monitor our
top and emerging risks.

In 2019, we focused our attention on the
following areas (i) Credit risk and portfolio
management, (i) Environmental, social and
governance (ESG) risks, (iii) Outsourcing

and ecosystem partners management, (iv)
Financial crime risk, (v) Data governance risk,
and (vi) Cyber security and data protection.

In recognition of our risk management
efforts, we were awarded Gold in the
inaugural “Best Risk Management Award”
at the 2019 Singapore Corporate Awards.

Credit risk and portfolio
management

In 2019, we saw an economic divergence
between the US and the rest of the world.
The US economy held up, evident by its
resilient services sector as well as housing
and job markets, while the rest of the
world was affected by the global trade and
manufacturing downturn. Key risk events
that emerged included the US-China trade
tensions, a potential no-deal Brexit, and
geopolitical concerns in the Middle East
and Hong Kong.

We conducted thematic portfolio reviews on
the impact of possibly protracted US-China
trade tensions on the supply chain and the
technology industry, as well as the Hong Kong
geopolitical situation. Other reviews included
the slowdown in global trade growth, China's
liquidity situation, US interest rate cuts

and the headwinds faced by the shipping
industry, among others. Our portfolios were
assessed to be resilient with the relevant risk
mitigation strategies in place.

Given the ongoing macroeconomic
challenges, we continued to exercise
prudence in our client selection and credit
underwriting criteria. Our portfolio was
diversified across industry and business
segments, with approximately 80% of
corporate and institutional exposure to
investment-grade borrowers.

A significant portion of our portfolio relates
to real estate. The Singapore residential

real estate market held up well with private
home prices rising, underpinned by pent-up
demand. With our exposures being primarily
to well-established developers, the real estate
portfolio quality is healthy, with an average
loan-to-value ratio of less than 60%.

Growth in prices for the Hong Kong real
estate market slowed towards the second
half of the year, in line with the geopolitical
tensions in Hong Kong. While the retail

and hospitality sub-sectors were adversely
affected by the decline in tourist arrivals,
housing demand stayed strong due to the
lack of supply. While our Hong Kong real
estate portfolio remained stable with an
average loan-to-value ratio of less than 50%,
we continue to closely monitor the situation
in Hong Kong as prices can become relatively
more volatile given the social unrest.

To further strengthen our portfolio
management capabilities, a dedicated credit
portfolio risk assessment and monitoring
team was established to detect and assess
systemic and emerging risks to our portfolio
on an ongoing basis. The team performs
portfolio reviews and scenario analyses

from a holistic perspective. An automated
portfolio assessment process was developed,
reducing the level of manual intervention. We
also experimented with new data to improve
our capability in detecting early warning
signals. These resulted in better response
time in taking portfolio actions and the

ability to mitigate potential credit risks. The
team also works with businesses to manage
overall credit risks via loan selldown and risk
diversification measures.

In the ongoing pursuit of our digital strategy,
we continue to focus on analytics-based
lending (ABL) which leverages traditional and
non-traditional data sources for enhanced
credit underwriting. During the year, we
rolled out ABL in India targeting the small
and medium-sized enterprise (SME) segment
as well as worked with new data partners in
Indonesia to enrich our unsecured consumer
lending credit models.

A multi-year credit architecture programme,
with focus on Institutional Banking Group

(IBG), was embarked on with the goals of
having more efficient and streamlined end-to-
end credit processes, strengthening internal
controls and enabling better credit risk
management. This included putting in place
a robust credit risk data infrastructure and
workflow management system, underpinned
by modern technology architecture. In

2019, we successfully launched a new credit
workflow in Hong Kong. The credit workflow
will be progressively rolled out to the rest

of the markets in 2020. This re-engineered
credit process also sets the foundation for
further incremental credit risk management
capabilities.

Notwithstanding the headwinds in the global
environment, our overall portfolio grew

by 4% during the year. While we remain
comfortable with our portfolio quality, the
Covid-19 virus outbreak has impacted certain
industries such as hospitality, transportation
and retailing in Singapore and Greater China.
We also expect to see further impact on
construction, shipping, logistics as well as
supply chain disruptions in several industries.
Assuming that the outbreak lasts one or two
quarters, our initial assessment is that most
of our exposures in the affected industries
will be able to weather the downturn. We will
continue to closely monitor the impact of the
outbreak, macroeconomic developments and
maintain vigilance over our credit portfolio.

Environmental, social and
governance (ESG) risks
incorporated into credit risk
management and sustainable
finance

In 2019, we undertook a pilot study aimed
at measuring the social and environmental
impact of our lending to selected industry
sectors. We adopted the Equator Principles
for project financing as well as the Green
Investment Principles for the China Belt and
Road Initiative (BRI) projects. Both are risk
management frameworks to help financial
institutions assess and manage ESG risks in
project finance-related transactions.

We concluded 35 transactions relating to
sustainability-linked loans, renewable and
clean energy related loans and green loans
totalling about SGD 5 billion. We also lead-
managed and underwrote five green/ social
bonds for customers.

Read more about "Responsible financing” in
the Sustainability Report.

Outsourcing and ecosystem
partners management

Outsourcing arrangements and ecosystem
partnerships are third-party relationships
whereby adequate and effective risk
assessment and monitoring are important.

Frameworks were established to provide
clarity, consistency and governance in
managing the risks over the lifecycle of
these relationships. The frameworks take
into account customer value propositions,
strategic and commercial alignment, financial
strength, capability, and operating model.
They also incorporate operational risk
assessments, including legal, regulatory,
information technology, and data security
considerations. We conduct regular reviews
of the performance of the relationships

to ensure their continued relevance and
alignment with our frameworks.

Financial crime risk

We continue to invest in technology to
help manage financial crime risk, such as
leveraging artificial intelligence models

to enhance prioritisation processing for
potentially higher risk alerts and identify
unusual changes in corporate profiles.

We also enhanced our network analysis
capabilities to sift out accounts which could
be linked to suspicious counterparties.

In addition, we improved our customer
surveillance/ transactions monitoring
instrumentation and dashboards to better
manage financial crime risks.

To foster greater private-public sector
collaboration, we worked with law

enforcement agencies and regulators on anti-
scam initiatives, Know-Your-Client techniques

as well as shared information on emerging
risk trends.

Data governance risk

Recognising the need to continue to build
customer trust in our ability to manage data
and artificial intelligence, we established a
framework around the responsible use of
data. We started with a baseline of hygiene
and compliance, including data lineage,
data quality, and compliance with laws and
regulations. This was supplemented with
our PURE framework for the ethical use of
data. The PURE framework is underpinned
by four principles - Purposeful, Unsurprising,
Respectful and Explainable.

Cyber security and data
protection

We continue to strengthen our multi-layered
cyber security defence with cyber security
solutions, such as web isolation and content
disarm and reconstruction, to protect our
users from advanced cyber threats through
the internet and email channels. We also
enhanced the cyber security hygiene and
control baselines of systems supporting
essential banking services through stronger
authentication, micro-network segmentation,
and database monitoring.

Cyber security subject matter experts

have been engaged to validate our control
environment and key processes, and provide
assurance on our cyber security programme
and controls.

We will continue to invest in innovative
security with our digital transformation.

Tan Teck Long
Chief Risk Officer
DBS Group Holdings

@)

2020 Focus Areas

» Continue to re-engineer and
streamline end-to-end credit
processes across the rest of the
markets

Build up analytics-based lending
underwriting capabilities

Combat financial crime risk

Enhance credit risk and portfolio
management capabilities

Further strengthen our multi-
layered cyber security defence

Read more about our principal risks and risk
management approach on pages 76 to 94.
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CioO
statement

“We have punched
above our weight by
becoming a technology-
driven company.
Intensifying digital
transformation across
the organisation has
resulted in ambitious
innovation, increased
agility and a strong
digital mindset.”
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2019 marked the sixth year of our technology
transformation journey. As early as 2014,

we recognised the competitive advantage

that technology brings to accelerate our
journey towards becoming the Digital Bank

of Singapore, and have since started to
reimagine the way our customers bank. We
focused on five priority areas: (1) Enhancing
our infrastructure; (2) Aligning technology

and business into ‘One Team' to increase agility;
(3) Building a strong workforce enhanced with
the right technology talent (4) Dialling up the
use of data across the bank; and (5) Mobilising
the entire workforce to cultivate a strong digital
mindset. As a result, we are now in the unique
position of being a technology company that
does banking instead of a traditional bank
looking to digitalise.

Enhancing our infrastructure

We embarked on this journey by investing
heavily in our virtual private cloud infrastructure
and rearchitecting our existing applications
to be cloud-ready. Today, 93% of our existing
applications operate in the new environment
and 99% of our applications have been
migrated from physical servers to the virtual
private cloud. The migration resulted in the
reduction of the number of physical servers
and size of our data centres. For instance,
the physical footprint of our secondary data
centre in Singapore was reduced by 75%
while achieving a tenfold increase in capacity.
Enabling our applications to run on both data
centres concurrently also strengthened our
systems' resilience and reliability.

Another important aspect of our transformation
was evolving the way we built our applications
to keep pace with changes. The adoption

of Agile software development practices
resulted in greater experimentation and
innovation. Through Continuous Integration
and Continuous Delivery, we delivered 300,000
automated builds and 30,000 code releases
monthly, an increase of almost 10 times. This
allowed our developers to release changes
faster, making us more nimble.

We also strengthened our capabilities by
changing how we operated our infrastructure
and applications. Like Google, we leveraged site
reliability engineering (SRE) principles to build

stable systems efficiently and deliver quickly.
The SRE practices enabled the creation of
scalable and highly reliable applications

and systems, and ensured consistency and
governance. Taking a leaf out of the Netflix
Chaos Engineering playbook and building
upon it, we created ‘Wreckoor, a self-service
testing tool designed to test the resilience
of applications in development. We remain
committed in our transformation journey

to enhance our infrastructure further in
Singapore and Hong Kong, and to move into
hybrid, multi-cloud setup for the seamless
movement of workloads, thus supporting
compute at scale.

Aligning technology and
businessinto‘one team’to
increase agility

In 2018, we made a strategic decision to
establish the Platform Operating Model to
bring business and technology together,
with the objectives of future-proofing our
business and increasing agility in the way we
drive outcomes. Bringing people together
from across geographies and functions to
collaborate on 33 platforms and enabling
the sharing of data, resources and reusable
assets across the bank, have resulted in
greater synergies, data-driven decision-
making and optimised end-to-end workflow
processes. We were able to drive ambitious
innovation, differentiated customer
experience and the next level of productivity,
thereby achieving better business outcomes
and higher employee satisfaction.

In the Consumer Banking Group Customer
Management and Analytics Platform, the
operations and analytics teams built an
Artificial Intelligence (Al)-powered engine

to provide accurate self-service digital
options to customers based on their digital
footprint. We fast-tracked our customers
towards the right opportunities through
hyper-personalised services tailored to
their individual needs and delivered at their

preferred communication time and channels.

On the Risk Platform, we digitalised and
simplified end-to-end credit processing and
set the foundation for advanced credit risk
management using on-demand cloud native

design, analytics and Machine Learning
(ML). Using Credit Portfolio Risk Assessment
and Monitoring as an example, today, we
can actively optimise the portfolio based

on emerging risk by anticipating future
events. This improved the response time
for managing our portfolio and mitigated
potential credit risk, increasing our
competitive advantage by making banking
smarter. Bankers became product owners as
a result, with the platform as the engine for
transformation.

Building a strong workforce
with the right technology
talent

To transform into a technology-driven
company, it was imperative to have strong
technology capability and DNA. We started
insourcing our technology talent - from
being 85% outsourced in 2014 to 90%
insourced in 2019. Based primarily in our
twin engineering hubs - DBS Asia Hub in
Singapore and DBS Asia Hub 2 in Hyderabad
- our team has grown over the years, with an
increase of 24% or close to 6,000 technology
professionals in 2019.

We started experimenting in innovative
recruitment events such as ‘Hack2Hire',
'Hacker-in-Her’ and ‘Paradigm Shift.
'Hack2Hire' included a coding challenge to
recruit coders who are skilled at managing
emerging and disruptive technologies across
cloud, ML and big data. To date, we have
received more than 100,000 applications
globally through the ‘Hack2Hire’ and 'Hacker-
in-Her’ events, of which over 600 developers
have been hired. We also attracted senior
technologists from giants such as Google,
Yahoo and Huawei, to create cutting-edge
solutions in areas of APIs, cloud computing,
SRE and expanding ecosystems. Going
forward, we will continue to focus on
attracting global talent specialised in new
technologies such as 5G, Internet of Things
(loT), Augmented Reality/ Virtual Reality (AR/
VR) and Al.

Dialling up the use of data
across the enterprise

In becoming a data-driven technology
organisation, we focused on five areas.

First, we drove more than 200 data use cases
across the enterprise to deliver business
value, with over 150 of these using advanced
analytics.

Second, we strengthened our advanced
analytics capabilities by having more than
700 data and analytics experts (or an
increase of 29%) working on these initiatives.
This benefitted the business at scale from
contextualising marketing to optimising
supply chain flow.

Third, together with industry specialists, we
created a unique learning environment to
infuse a data culture into the organisation.
Through our curated e-learning curriculum
and a comprehensive training programme,
we instilled a data-driven mindset in more
than 7,400 employees.

The fourth area is the development of an
advanced analytics platform system named
ADA that is designed as the foundation for
big data storage and advanced analytics
tools. Since its launch, close to 10% of the
organisation has been onboarded onto the
platform.

Finally, our technology focus continues

to create customer experiences that are
relevant, reliable and safe. To deliver on new
business opportunities and customer trust,
we continue to enhance our governance and
policies on responsible data usage.

Mobilising the entire
workforce to cultivate a
strong digital mindset

We are committed to building a future-ready
workforce. This is driven through three

ways - programme-based learning initiatives,
self-driven learning platforms, and having an
environment to experiment.

The culture of learning is pervasive
throughout the bank. For instance, the
number of attendees for one of our

training programmes ‘Back to School
increased by 67% from 2018 to 2019, with
over 9,200 employees attending peer-to-
peer masterclasses in 2019. In another
programme, ‘Gandalf Scholars' receive a
grant of SGD 1,000 each to learn a subject
of their choice and share their learnings with
colleagues. We have more than 350 ‘Gandalf
Scholars’ who have shared their learnings
with over 14,000 employees to date. We
also actively encourage our employees

to take charge of their personal learning

by increasing the number of self-driven
learning platforms such as LinkedIn Learning,
Coursera and our own DBS Learning Hub.

Taking a step further, we created a safe space
for our employees to experiment and apply

what they learnt. An example is how our
Customer Centre team applied their acquired
knowledge in robotics and ML to design the
Future Workforce Command Centre, giving
them greater autonomy, improving workload
management and enhancing customer
experience. This resulted in savings of 300
man-hours per month.

The way ahead

The last decade laid a strong foundation
and reorganised the business for growth

as we advanced in our technology journey.
Poised for a vibrant and diverse future, we
are renewing our commitment to enable
our customers to achieve more out of life as
we continue to be the driving force behind
creating a better world together.

Jimmy Ng
Chief Information Officer
DBS Group Holdings
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2020 Focus Areas

* Enhancing our digital/ data
infrastructure by upgrading our
data centres and moving from
virtual private cloud to hybrid,
multi-cloud infrastructure

Scaling the use of data, Al and ML

Experimenting with emerging
technologies like 5G, AR/ VR
and loT

Continuing to drive efficiencies in
the way we build and operate our
digital assets and infrastructure

Attracting talent globally
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Pursuing the greater good

Institutional
Banking

“Looking into 2020, with
global uncertainties
anticipated to remain
on the horizon, we
will continue to
balance our long-term
priorities around
digital innovation and
client centricity, with
our short-term goals
around productivity
improvements and
stayingvigilant to
credit quality.”
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2019 overview

2019 was a year marked by macroeconomic
and geopolitical headwinds. The much talked
about US-China trade war contributed to the
slowest global economic growth in a decade,
which in turn dented business confidence.
Despite the challenging operating
environment, income from our institutional
banking business reached a new high of SGD
6.1 billion. We also achieved respectable
growth from our businesses in Greater China
and Singapore, and registered stellar double-
digit income growth in India.

Our award-winning digital capabilities and
Asian insights-led approach of supporting
our clients continued to deliver results. Our
cash management income grew 149%, with
broad-based growth across all markets. With
market volatility returning and improvement
in market demand for high-quality yielding
assets, we capitalised on our innovative
equity and debt solutions to drive fee income
growth. As a result, the capital markets
business achieved a record year.

This year, we actively worked with clients
to incorporate environmental and social
considerations into their business strategies.

As the world's leading digital bank, we
were able to tap into our own digital
transformation experience to help our
clients, and digitally re-engineer their
respective client experience journeys,
making them more agile and competitive.

Making digital transformation
simpler for our customers

Since launching the world's largest banking
Application Programming Interface (API)
platform in 2017, we were able to connect
software developers, customers and our
bankers to make banking simpler. In 2019,
we launched our first multi-tier financing
facility on a China-based logistics blockchain
platform to help suppliers, many of which
are SMEs, to get access to trade financing in
just seconds. This was a process that would
usually have taken weeks.

The relevance and efficacy of our digital
solutions have resulted in us closing more

than 500 new APl mandates, with particular
success in the real estate, education,
healthcare, insurance, transport, logistics
and e-commerce sectors in 2019.

Harnessing data and analytics
to derive positive outcomes

With contextual marketing the name of the
game in today's world, we continued to build
on our data and analytics capabilities to
offer our clients relevant and timely financial
products and solutions.

Through data analytics, we identified new-
to-bank client prospects by data mining
the supply chain network of large anchor
clients and created cross-sell opportunities
through hyper-personalised product
recommendations. Quick wins to date
include positive interest from one in five
contacted leads across the agricultural,
technology, media and telecom (TMT),
textile, Western Multinational Corporation
(WMNC) and SME segments.

Helping SMEs in the region
thrive

We delivered on our SME strategy, registering
strong growth in topline and fee income.

In particular, growth in China and India

were bright spots with income up 26% and
25% respectively year-on-year. The double-
digit growth was led by customers seeing
increasing value in our liabilities and digital
solutions.

The bank was proactive in helping our SME
client base simplify their business processes.
For example, customers in the region are
now able to open an account virtually so that
time-strapped SMEs can get on with their
business instead of spending precious time
in queue. This contributed to a 10% rise in
new-to-bank customers in Singapore.

In recognition of our efforts, the SME Finance
Forum named DBS “Global SME Bank of the
Year” for the second year running.

Global Finance also named us “Best SME
Bank” in the world.

5

Total income 6,073 5,760

* Corporate 3,943 3,746

° SME 2,130 2,014
Expenses 2,015 1,839 10
Profit before allowances 4,058 3,921 3
Allowances 327 550 41)
Profit before tax 3,731 3,371 11

Supporting the growth of
WMNCsin Asia

We deepened banking relationships with
WMNCs and registered an 8% growth in new-
to-bank WMNC customers across a spectrum
of industries, including auto, industrial,
consumer goods and garments, and oil and
gas. The business also saw over 20% growth
in revenue from treasury and markets, open
account trade and guarantees.

Continued leadershipin
capital markets

DBS continued to be in pole position in
Singapore's equity space, leading all Main
Board initial public offerings (IPOs) and
participating in 93.2% of the total equity
funds raised on the Singapore Exchange
in 2019.

Continuing to play a key role in deepening
Asia’s real estate investment trust (REIT)
market, we led notable transactions such as
the IPOs of Lendlease Global Commercial
REIT and Prime US REIT. We also led the SGD
1.3 billion rights issue of Ascendas REIT, the
largest-ever follow-on equity fund raising by a
REIT. Other notable transactions led by DBS
include the equity issuances of Mapletree
Commercial Trust, CapitaLand Retail China
Trust, Keppel DC REIT, Frasers Centrepoint
Trust and Manulife US REIT.

On the fixed income front, as one of Asia's
leading bond houses, we continued to play a
pivotal role in encouraging issuers to diversify
their sources of debt funding.

Financing our customers’
growth ambitions responsibly

Asia has significant infrastructure
development requirements and commercial
banks as well as debt and equity markets
have a key role to play in financing these
needs. As we support the region’s growth,
we acknowledge the importance of

incorporating environmental and societal
considerations into our lending decisions.

With responsible financing being one of the
key tenets of our sustainability agenda, we
provided about SGD 5 billion in financing for
sustainability-linked loans, renewable and
clean energy-related loans and green loans
in 2019. New milestones for sustainability-
linked loans were also established across the
region.

Supporting Asia's growing infrastructure
needs, we led several landmark transactions
in the renewable energy space, including
the financing of three offshore wind farms
in Taiwan worth SGD 8.5 billion. We also
advised the financing of Vena Energy's 70MW
ground mounted solar project, the largest in
Taiwan to-date, and are providing advisory
on two other floating solar projects in Asia.
In recognition of our efforts, DBS' project
finance team was named “Best Project
Finance Advisory House of the Year” in Asia
and “Project Finance House of the Year” in
Singapore by The Asset in 2019.

We also became the first bank
headquartered in Southeast Asia to adopt
the Equator Principles.

Outlook

Looking into 2020, with global uncertainties
anticipated to remain on the horizon, we will
continue to balance our long-term priorities
around digital innovation and client centricity,
with our short-term goals around productivity
improvements and staying vigilant to credit
quality.

In the near term, we will use new digital

tools to drive internal productivity gains and
to improve our cross-sell capability to our
customers. We will also focus on building new
ecosystem partnerships to drive the growth
of new business verticals.

With the use of our enhanced data analytics
capabilities and technology architecture,

we will continue to experiment and build
new business models in the SME space
to accelerate and scale our businesses
especially in the growth markets.

With the discontinuation of LIBOR (London
Interbank Offered Rate) at the end of 2021,
regulators globally are encouraging banks to
shift toward offering new alternative rates.
This would have an impact on the SGD SOR
(Singapore Dollar Swap Offer Rate) which

is currently being used. With the upcoming
changes, DBS is committed to partnering our
clients to achieve a smooth and seamless
transition.

With sustainability a global imperative, we

are accelerating our efforts to integrate
environmental and societal factors into our
interactions with customers and the way

we prioritise business. We will continue to
differentiate ourselves through innovating
green products and structures for our clients.

Despite the headwinds, we expect steady
momentum in our IBG business, driven by
our clients’ continued need for industry
insights, innovative financial structures,
connectivity solutions and differentiated
digital products.

Tan Su Shan
Institutional Banking
DBS Group Holdings
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2020 Focus Areas

* Further develop sustainability and
renewable financing portfolio

Drive and scale ecosystems agenda

Build and execute on Greater Bay
Area strategy

Harness data and technology to
identify and drive business value
and provide a differentiated
customer experience

To advise and partner clients to
smoothly navigate LIBOR and
SOR transition
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Pursuing the greater good

Consumer Banking/
Wealth Management

“As the leading digital
bankinthe world, we
remain at the forefront
of delivering invisible
banking services
that are intuitive and
personalised. We
aim to accelerate
our digitalisation
across our key
markets by leveraging
our ecosystem
partnerships, and
scaling up our
business footprint
to make it easier for
our customers to
seamlessly transact
with us, wherever
they are.”
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2019 overview

We delivered a robust set of results in 2019
for Consumer Banking/ Wealth Management,
with continued growth and a healthy balance
sheet. As the leading digital bank in the world,
we remain at the forefront of delivering
invisible banking services that are intuitive
and personalised. We aim to accelerate

our digitalisation across our key markets by
leveraging our ecosystem partnerships, and
scaling up our business footprint to make

it easier for our customers to seamlessly
transact with us, wherever they are.

insurance business reached more than
SGD 1.1 billion in new sales, with general
insurance premiums growing by more than
20%.

The business also scored numerous industry
firsts with our seamless online purchase
journey in Singapore and a "do-it-yourself”
insurance module in India’s digibank. Our
Application Programming Interface (API)
partnerships with our partners Manulife and
Chubb have also simplified the purchase
journey into a matter of seconds, providing
significant time savings.

Record high income for
Consumer Banking/
Wealth Management

In 2019, we delivered record earnings for
Consumer Banking/ Wealth Management.
Our total income for Consumer Banking/
Wealth Management rose 11% to SGD 6.30
billion, while our cost-income ratio dropped
to 52%. Net profit before tax grew 16%

to SGD 2.78 billion. Wealth Management
income rose 16% to a new high of SGD 3.08
billion, with AUM growing 11% to SGD 245
billion.

Net interest income grew 12% to SGD

4.04 billion with higher loan and deposits
volumes for most of our markets. We saw
continued growth in Singapore, where we
have maintained our market share lead in the
deposits and cards space. While Singapore
property market transactions slowed across
the industry due to government cooling
measures, we upheld our mortgage market
share. Despite the challenging environment
in Hong Kong, our performance in 2019
remained resilient, while Indonesia and
Taiwan performed well, due in large part to
cards and unsecured lending.

Non-interest income rose 10% to SGD 2.26
billion from higher fees from investment
products, bancassurance and cards. The
bancassurance business had another year
of achievement. We maintained our lead

in Singapore for new business market
share, while strengthening our offerings
and growing our business in the region.
Annualised premium sales in our life

Wealth Management:
Embracing purposeful
change as we grow

Our wealth franchise continued to grow to
new heights, representing 21% of group
income, and with five markets seeing double-
digit growth.

In 2019, we rolled out several market-

first solutions to democratise wealth
management services, bringing private
banking services usually limited to ultra-
high-net-worth clients to the masses. We
introduced DBS digiPortfolio, which combines
the expertise of DBS Wealth Management
investment strategists with the efficiencies of
robo technology, to DBS Treasures and retail
customers in Singapore. The offering lowers
barriers to personal investing by creating a
portfolio accessible to all.

We leveraged our Chief Investment Office’s
insights to introduce the Global Income
Note, which provides wealth clients access
to a highly diversified fixed income portfolio
for a relatively small investment amount.
The offering raised some SGD 1.5 billion,
which contributed to our Mandate Portfolio
AUM more than doubling in 2019. We also
continued to build on our sustainability
agenda by being one of the first Asian
banks to adopt MSCI ESG Ratings for

our wealth management business, with

the aim of providing clients with greater
transparency over the environmental, social
and governance (ESG) characteristics of their
investment portfolios.

11

Total income

* Retail

* Wealth Management
Expenses
Profit before allowances
Allowances
Profit before tax

DBS iWealth, our integrated all-in-one wealth
management platform, was accorded “Global
no. 1 for wealth apps” by Cutter Research.
Our wealth management business was also
recognised globally as the “Most Innovative
Private Bank in the World” for the third year
running, “Best Private Bank for Digital Client
Solutions”, “Best Private Bank in Emerging
Markets” and “Best Private Bank - Asia-Pacific”
by Global Finance.

We expanded our wealth franchise, leveraging
our subsidiary DBS Vickers Securities
(Thailand) to become the first to provide
Thailand's wealth clients with a fully integrated
onshore and offshore wealth proposition.

In Hong Kong, we launched the first fully
virtual wealth management account opening
solution, a first-in-market innovation. The
solution leverages breakthrough technology,
including instant identity verification, biometric
recognition, and state-of-the-art digital
security. Customers can set up a new multi-
currency savings and wealth management
account completely online.

We believe a key tailwind is the impending
intergenerational transfer of wealth in

Asia. This often is a complex, multi-faceted
process and navigating it effectively requires
quality professional advisory, strong market
knowledge and a keen understanding of the
families’ unique objectives. To this end, we
have established a dedicated family office unit
to work closely with families to help address
their needs.

6,299 5,653

3,219 2,992 8

3,080 2,661 16

3,280 3,031 8

3,019 2,622 15
242 228 6

2,777 2,394 16

Consumer Banking: Focus on
seamless customer journeys

Customers remain at the centre of everything
we do. We continue to invest in strengthening
our capabilities in technologies such as Big
Data and artificial intelligence, which are
imperative in expediting our shift towards
hyper-personalisation.

Through digibank in India and Indonesia -
with some 3.25 million customers - we now
have an unsecured loan onboarding and
disbursement journey that is unparalleled

in the market, leveraging data analysis to
disburse loans to customers in less than a
minute. In addition, customers are now able
to remit funds to 49 countries via DBS Remit,
many on a real-time or same-day basis at
minimum.

We continue to ramp up our ecosystem
partnerships to provide customers seamless
access to everyday services. In 2019, we
signed 10 strategic platform partnerships
with merchants including KFC, SISTIC and
AXS. Today, DBS PayLah!'s 1.6 million users
can purchase movie and concert tickets,
order meals, pay for taxi fares, pay bills, and
more within a single platform.

In Singapore, we launched the DBS Travel
Marketplace - Singapore's first one-stop
integrated travel marketplace, in partnership
with Singapore Airlines, Expedia Partner
Solutions and Chubb. The solution offers
travellers competitive flight fares, hotel rates
and free travel insurance coverage to more
than 25,000 holiday destinations worldwide.
This is in addition to marketplaces selling
cars, property and electricity on our website.

We also officially announced the launch

of our locally incorporated wholly owned
subsidiary, DBS Bank India Limited (DBIL),
marking a key milestone for the bank, which
has been present in India for 25 years. With
DBIL, DBS will accelerate its growth plans,
expand its operations and build greater scale
in India through a “phygital” model to further
serve customers, together with our ground-
breaking digibank model.

We are also lowering our carbon footprint
by going paperless where possible. We
transitioned to eStatements in lieu of paper
statements and piloted the world's first
loadable QR red packets - the DBS QR

Gift - to encourage the public to embrace

digital alternatives for festive seasons. We
also placed red packet recycling bins at our
branches across Singapore which resulted in
more than five tonnes of red packets being
collected.

What we look forward
toin 2020

Come 2020, digitalisation will still be key

for us. The world will continue to gravitate
towards a world of hyper-personalisation
where we bank for one - this refers to
understanding every client as an individual
and ensuring every piece of advice, insight,
recommendation and solution is tailor-made
for them. Our aim is to be able to actively
anticipate and address our clients’ needs, to
become integral to their daily lives.

Sim S Lim
Consumer Banking/ Wealth Management
DBS Group Holdings
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2020 Focus Areas

* Move towards hyper-
personalisation by strengthening
our data analysis and artificial
intelligence capabilities

Grow and leverage our ecosystem
partnerships to provide invisible
banking

Solidify our wealth position in
Asia through digitally engaged
customers and onshore/ offshore
model
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Pursuing the greater good

POSB
Highlights in 2019

POSB has been

serving generations

of Singaporeans since
1877 by providing
banking facilities to
children, young adults,
families, seniors and
the community at large.
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Programme hires and trains seniors -
POSB Active Neighbours - to assist peers
in digital banking services at branches

Today, some

80 Active Neighbours
across our branches are serving as
digital ambassadors and assisting peer
walk-in customers

For Seniors

World's first in-school savings and
payments programme using wearable
technology to help encourage sensible
savings and spending habits among
students

Since 2017, POSB has distributed

23,000 free watches

and built cashless systems in

50 schools

For Children
and Families

Co-hosted the World Finals of the Kids'
Lit Quiz in Singapore, where children
aged 10 to 13 competed to answer
questions on children’s books

Reached out to more than

1 0,000 children with activities

inculcating the value of thrift through
storytelling sessions by POSB volunteers

For the

POSB remains the only bank t i
remains the only bank to cOmmumty

work with MWC and CDE to set
up banking accounts for around

200,000 migrant
workers and

30,000 foreign
domestic workers

Ran digital literacy workshops,
roadshows and roving clinics for seniors
together with POSB branch volunteers
across Singapore's heartlands

in 2019, 400 seniors took

part in the educational initiatives, with

80 seniors attaining a Smart
Nation Certificate that certifies them
as digitally-savvy seniors

Largest charity kids run in Singapore
is now in its 11t year

In 2019, the event saw more than
6,000 participants

and raised SGD 1 million
for the POSB PAssion Kids Fund

SGD 9.3 million

has been raised to date for the
POSB PAssion Kids Fund, with

540,000 children

benefitting from over 150 programmes

In 2019, POSB waived
banking fees for more than

2 million customers,
including the young, seniors, national
servicemen and people under public
assistance schemes

POSB has supported 4,000
account openings

for ex-offenders to help with their
reintegration into society - banking fees,
minimum balances and initial deposits
are waived

POSB: Highlightsin 2019




Pursuing the greater good

Corporate
governance

Governance framework

Our governance framework is anchored
on competent leadership, effective
internal controls, a strong risk culture and
accountability to stakeholders. Our Board
plays a key role in setting our governance
standards to meet our stakeholders'
expectations, and our leadership model
ensures an appropriate balance of power,
accountability and independence in decision-
making across our various functional and
geographic units.

Our corporate governance practices comply
with the Banking (Corporate Governance)
Regulations 2005 (Banking CG Regulations).
We also comply, in all material aspects, with
the following corporate governance best
practice guidelines issued by the Monetary
Authority of Singapore (MAS):

(i) the Guidelines on Corporate Governance
for Financial Holding Companies, Banks,
Direct Insurers, Reinsurers and Captive
Insurers issued on 3 April 2013, which
comprises:

* the Code of Corporate Governance 2012
(2012 Code); and

* supplementary guidelines and policies
added by the MAS to cater to the diverse
and complex risks undertaken by financial
institutions (Supplementary Guidelines).

(i) the Code of Corporate Governance 2018
issued on 6 August 2018 (2018 Code).

We have described our corporate governance
practices for our financial year ended 31 December
2019 with specific reference to the 2018 Code

and the Supplementary Guidelines. A summary
disclosure of our compliance with the express
disclosure requirements in the 2018 Code and the
Supplementary Guidelines, have been provided on
pages 102 to 104.

Board highlights - 2019

Streamlining Board oversight over
conduct and culture

The Board reviewed the risk-related
responsibilities of the Board committees

in 2019 with a view to streamlining and
enhancing Board's oversight over conduct
and culture within DBS. The Board was fully
cognisant that a failure to deal honestly,
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transparently and fairly with customers could
lead to serious reputational risks and erode
the trust of our stakeholders.

The Board discussed and agreed that the
responsibility to oversee conduct and ethics
should rest with one Board committee,
instead of separate Board committees; by
doing so, we can ensure that the said Board
committee receives all necessary data that it
would need to discharge its responsibilities.

The Board deliberated and agreed to
delegate the responsibility to oversee risk
culture, conduct and ethics to the Board

Risk Management Committee (BRMC).
Accordingly, oversight over legal and
regulatory risks, including financial crime
risks, were moved from the Audit Committee
(AC) to the BRMC. Correspondingly, the BRMC
will also receive quarterly reports from the
Fair Dealing and Conduct Committee, which
would include updates on the delivery of
fair dealing outcomes, conduct and culture
metrics as well as initiatives that serve to
influence conduct and culture standards
across the Group.

Board renewal

Board renewal continued to be a key

focus for us in 2019. Although no new
Directors were appointed in 2019 (after 3
new Directors were appointed between
November 2017 to September 2018), the
Nominating Committee (NC) continued its
search for potential candidates who could

be lined up for appointment as Directors of
DBS Group Holdings Ltd (DBSH) and DBS
Bank Ltd (DBS Bank) over the next few years.
New Directors will be introduced gradually so
that the Board and Board committees have a
smooth transition period.

Diversity is one of the key considerations

in the board renewal process to ensure

that the Board is appropriately balanced

to support the long-term success of DBS.
Other key considerations include (i) whether
the skillsets of the candidates would replace
skillsets of long-serving Directors, and/or
would supplement the collective skillsets of
the Directors and bring different perspectives
to the Board; (ii) whether the candidate would
fit in with our Board's culture and diversity;
(iii) the independence status of the candidate;

Contents
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and (iv) whether the candidate would be able
to commit sufficient time to fulfil the duties
of a Director. A skills matrix is used to assess
if the skills and experience of a candidate
complement those of the existing Board
members. Potential candidates are informed
of the level of contribution and commitment
expected of a DBS Director.

As part of the Board renewal process, Mr
Danny Teoh and Mr Nihal Kaviratne will

be stepping down from the Board after

the conclusion of our forthcoming Annual
General Meeting (AGM), having served on
the Board for nine years or more. They have
also served diligently on the Board of DBS
Foundation since it was established in 2014
and guided DBS Foundation in its efforts to
nurture social enterprises across the region
and to enhance their social impact. The
Board and Management of DBS would like
to express their gratitude to Mr Teoh and Mr
Kaviratne for their invaluable contributions
to the DBS Group and DBS Foundation over
the years.

The Board has also approved the
appointment of two new Independent
Directors. We are in the process of obtaining
regulatory approvals for these appointments
to take effect in April 2020, and will make
the appropriate announcements on the
appointments of the new Directors after all
required approvals have been obtained.

As Mr Ho Tian Yee will be re-designated as a
non-independent Director with effect from
29 April 2020 (having served as a Director for
more than nine years by then), the Board has
appointed Mr Olivier Lim to take over from
Mr Ho as the Lead Independent Director
with effect from 29 April 2020. Mr Ho will
also step down from the NC and the Board
Executive Committee (EXCO), while Mr Lim
will be appointed as a member of the NC
and will step down from the Compensation
and Management Development Committee
(CMDCQ). In addition, the Board (upon the
recommendation of the NC) will be making
various other changes to the composition

of the EXCO, CMDC and NC (including the
appointment of a new NC chairperson) to
ensure that the independence requirements
under the Banking CG Regulations continue
to be met. These changes to the composition

Where to find key information on each Director?
In this Annual Report:

. Pages 46 to 47 - Directors’ independence status, appointment dates, meeting attendance and remuneration details
. Pages 190 to 195 - Length of directorship, academic and professional qualifications and present and past directorships
. Pages 214 to 217 - Additional Information on Directors seeking re-election at the Annual General Meeting to be held on 31 March 2020

At our website (www.dbs.com): Directors’ biodata

Awards won in 2019

We received several accolades for our corporate governance, investor relations and disclosure:

+ At the Singapore Corporate Awards (SCA), we were given the Special Recognition Award for a second consecutive year. In 2018, this
award was conferred to DBS for its “all round excellence in corporate governance”. In 2019, this award was conferred to DBS for its

“all round excellence in human capital”.

+  We were the winner in the Securities Investors Association (Singapore) (SIAS) Investors’ Choice Awards for corporate governance in

the large-cap companies category.

+ We were also the winner for shareholder communications excellence and the runner-up for sustainability in the large-cap
companies category at the SIAS Investors’ Choice Awards.

+  We were ranked 2" place for the second consecutive year in the Singapore Governance and Transparency Index.

of these Board committees will take effect
on or after the appointment of the two new
Independent Directors in April 2020 (but no
later than 29 April 2020).

Enhancing stakeholder engagement

In 2019, the Board approved the payment
of dividends on a quarterly basis instead of
semi-annually to provide shareholders with
a more regular income stream. The Board
also agreed to bring forward the forthcoming
AGM from end-April to end-March. This

will not only enable us to pay out the final
dividend (if approved by shareholders at the
AGM) earlier in April instead of May, it would
also improve investor participation at our
AGM by avoiding the peak season for AGMs
in the last two weeks of April.

Competent leadership

Our board

The Board directs DBS in the conduct of its
affairs and provides sound leadership to
management. We have 11 Board members
(including two female directors) with a broad
range of experience and deep industry
expertise. The make-up of our Board reflects
diversity of gender, nationality, age, skills and
knowledge. A majority of the Directors are
Independent Directors, and there are no
alternate Directors on our Board.

Our Chairman, Mr Peter Seah, sits on all
Board committees and he also chairs the
EXCO. Mr Seah performs a key role as

an ambassador for DBS in our dealings

with various stakeholders as well as in
ensuring effective communication with our
shareholders. He guides the Board through
its decision-making process and ensures that
the Board operates effectively as a team.

There is a very positive and constructive
working relationship between our Chairman
and CEO, Mr Piyush Gupta. Mr Gupta
oversees the execution of DBS' strategy and
is responsible for managing the day-to-day
operations. Other than the CEO, none of
the other Directors is a former or current
employee of DBSH or its subsidiaries.

Lead independent director

The Lead Independent Director, Mr Ho Tian
Yee, had regular private sessions with the
other independent Directors in the course
of the year and provided feedback to the
Chairman where necessary. He has also
actively led the process to identify suitable
Board candidates for appointment as
independent Directors of DBSH and

DBS Bank.

Board’s key areas of focus

* Sets the strategic direction and long-term
goals of DBS, and ensures that adequate
resources are available to meet these
objectives.

* Monitors the responsibilities delegated
to the Board committees to ensure
proper and effective oversight and control
of DBS' activities.

o Establishes a framework for risks to be
assessed and managed.

e Reviews management performance.

e Determines DBS' values and standards
(including ethical standards) and ensures
that obligations to its stakeholders are
understood and met.

e Ensures that corporate responsibility and
ethical standards underpin the conduct of
DBS' business.

e Develops succession plans for the Board
and CEO.

» Considers sustainability issues (including
environmental and social factors) as part
of DBS' strategy.
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Key Information on our Directors

The table below sets out key information on our Directors, the number of meetings which our Directors attended during 2019 as well as the
remuneration of each Director for 2019. The remuneration of Non-Executive Directors (including the Chairman) does not include any variable
component.

Meetings attendance record Total Directors’
(1January to 31 December 2019) remuneration for 2019 (SGD)

independence status Share-based Others©

(€))
No. of meetings held in 2019 xe remuneration® (SGD)

Meetings attendance record Total Directors’
(1January to 31 December 2019) remuneration for 2019 (SGD)

independence status Share-based Others®@

(€)]
No. of meetings held in 2019 e remuneration® (SGD)
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Mr Peter Seah, 73 Total: $1,973,552

Non-Executive and Non-
Independent Chairman

* Chairman since 1 May 10 $1,332,800  $571,200 $69,552
* Board member since 16 Nov 09

e Last re-elected on 25 Apr 18

Dr Bonghan Cho, 55
Non-Executive and Independent
Director

Total: $261,500

* Board member since 26 Apr 18 $183,050 $78,450 -
o Lastre-elected on 25 Apr 19

Ms Euleen Goh, 64
Non-Executive and Non-
Independent Director

Total: $289,778

* Board member since 1 Dec 08 $198,800 $85,200 $5,778
* Lastre-elected on 25 Apr 19

Mr Ho Tian Yee, 67
Non-Executive and Lead
Independent Director

Total: $418,000

e Board member since 29 Apr 11
o Last re-elected on 27 Apr 17 $292,600 $125,400
* Lead Independent Director

since 16 Nov 18

Mr Nihal Kaviratne, 75
Non-Executive and Independent
Director

Total: $268,000

* Board member since 29 Apr 11 $268,000 - -

* Lastre-elected on 25 Apr 19

Mr Olivier Lim, 55
Non-Executive and Independent
Director

Total: $342,500

e Board member since 7 Nov 17 $239,750 $102,750 -
e Lastre-elected on 25 Apr 18

Mr Andre Sekulic, 69
Non-Executive and Independent
Director

Total: $312,500

* Board member since 26 Apr 12 $218,750 $93,750 -
* Lastre-elected on 25 Apr 18
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Mr Danny Teoh, 64
y Total: $308,753

Non-Executive and Non-
Independent Director 5 30 _ 40 5 _ 1 1
e Board member since 1 Oct 10 $308,753 - -
e Lastre-elected on 25 Apr 19

Mrs Ow Foong Pheng, 56
Non-Executive and Non-
Independent Director

Total: $246,000

* Board member since 26 Apr 12 $246,000 - -
* Last re-elected on 27 Apr 17

Mr Tham Sai Choy, 60
Non-Executive and Independent
Director

Total: $299,124

5 20 - 50 5 - 1 1

* Board member since 3 Sept 18 $209,387 $89,737 -
e Lastre-elected on 25 Apr 19

Mr Piyush Gupta, 60
Executive Director/ CEO Please refer to the Remuneration
Report on page 65 for details on the

CEO’s compensation

5 5# 12# 5# 5#* 4* 1 1
¢ Board member since 9 Nov 09
* Last re-elected on 25 Apr 18

. Appointment Dates
# Mr Gupta attended these meetings at the invitation of the respective committees.

(1) Board of Directors (BOD)

) Nominating Committee (NC)

3) Board Executive Committee (EXCO)

4) Audit Committee (AC)

(5) Board Risk Management Committee (BRMC)

(6) Compensation and Management Development Committee (CMDC)

(7) This is our annual four-day board strategy offsite

(a) Fees payable in cash, in 2020, for being a Director in 2019. This is 70% of each Director’s total remuneration and is subject to shareholders’ approval at the 2020 AGM.

(b) This is 30% of each Director’s total remuneration and shall be granted in the form of DBSH’s ordinary shares. The actual number of DBSH'’s ordinary shares to be
awarded will be rounded down to the nearest share, and any residual balance will be paid in cash. This is subject to shareholders’ approval at the 2020 AGM.

() Represents non-cash component and comprises (i) for Mr Peter Seah: car and driver, and (ii) for Ms Euleen Goh: season carpark fees.

(d)  As Mr Teoh and Mr Kaviratne will step down at the conclusion of the 2020 AGM, their Directors’ remuneration for the year 2019 will be paid fully in cash.

(e) Mr Teoh stepped down from the AC and NC on 1 October 2019.

1] Director’s remuneration payable to Mrs Ow Foong Pheng will be paid fully in cash to a government agency, the Directorship and Consultancy Appointments Council.

(8) Mr Tham was appointed as chairman of AC and member of NC on 1 October 2019.

(Note: Directors are also paid attendance fees for Board and Board committee meetings, as well as for attending the AGM and the annual Board offsite.)

Board meetings and activities Board meetings, in consultation with the uploaded onto a secure portal which can be
There are five scheduled Board meetings CEOQ, to ensure that there is sufficient accessed on tablet devices provided to the
each year. Ad-hoc meetings are also held information and time to address all agenda Directors.

when necessary. There was no ad-hoc Board items. The agenda also allows for flexibility
meeting held in 2019. when needed. Directors are provided with
complete information related to agenda
items in a timely manner. All materials for

Board and Board committee meetings are

During every quarterly Board meeting:

* the Chairperson of each Board committee

Before each Board meeting, the Chairman
provides an update on significant matters

oversees the setting of the agenda of
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discussed at the Board committee
meetings which are typically scheduled
before the quarterly Board meeting;

e the CFO presents the financial
performance for that quarter and
significant financial highlights;

* the CEO gives an update on certain
aspects of the Group's business and
operations and/ or a macro perspective
on industry trends and developments;

e the Board holds a private session for
Directors; and

e the Lead Independent Director holds a
private session with the other
independent directors.

In addition to the quarterly Board meetings,
a Board meeting is typically scheduled in
December each year where the CEO gives
the Board an update on DBS' performance
against the balanced scorecard for that
financial year. In addition, the CEO and CFO
will present the Group's budget for the next
financial year to the Board for approval.

The Chairman promotes open and frank
debates by all Directors at every Board
meeting. If there is a conflict of interest, the
Director in question will recuse himself or
herself from the discussions and abstain
from participating in any Board decision.
When exigencies prevent a Director from
attending a Board or Board committee
meeting in person, that Director can
participate by telephone or video-conference.

Directors have the discretion to engage
external advisers. External professionals or
in-house subject matter experts may also be
invited to present key topics to the Board as
well as updates on corporate governance,
risk management, capital, tax, accounting,
listing and other regulations, which may have
an impact on DBS' affairs.

Matters discussed by the Board and Board Committees in 2019

Financial
Performance
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Note: Further details of the activities of the Board and Board committees in 2019 can be found on pages 47 to 55.

on the boards of our overseas subsidiaries;

this arrangement gives the Board access to
first-hand insight on the activities of these
subsidiaries. The CFO provides the Board with
detailed financial performance reports monthly.

Throughout the year, the Directors have various

customers including CEOs and CFOs of
our corporate clients and staff in the
local franchise).

At the 2019 Board strategy offsite (held
during the last week of September), the
Board had in-depth discussions with senior

Board committee members

Nominating Committee (NC)

* Mr Ho Tian Yee (Chairperson and Lead
Independent Director)

* Mr Peter Seah

* Dr Bonghan Cho

* Mrs Ow Foong Pheng

* Mr Tham Sai Choy

Board Executive Committee (EXCO)

* Mr Peter Seah (Chairperson)
e Mr Ho Tian Yee
e Mr Olivier Lim

Audit Committee (AC)

e Mr Tham Sai Choy (Chairperson)
e Mr Peter Seah

* Dr Bonghan Cho

* Mrs Ow Foong Pheng

e Mr Andre Sekulic

Board Risk Management Committee
(BRMC)

* Ms Euleen Goh (Chairperson)
e Mr Peter Seah

e Mr Ho Tian Yee

e Mr Nihal Kaviratne

e Mr Olivier Lim

*  Mr Danny Teoh

e Mr Tham Sai Choy

Compensation and Management
Development Committee (CMDC)

e Mr Andre Sekulic (Chairperson)
e Mr Peter Seah

e Ms Euleen Goh

e Mr Olivier Lim

e Mr Nihal Kaviratne

In accordance with the requirements of the
Banking CG Regulations, a majority (three
out of five members of the NC including

the NC Chairperson) are Non-executive

and Independent Directors (INED). The lead
independent director is a member of the NC.

In accordance with the requirements of the
Banking CG Regulations, a majority (two out of
three members of the EXCO) are INEDs.

In accordance with the requirements of the
Banking CG Regulations, a majority (three out
of the five members of the AC including the AC
Chairperson) are INEDs.

All BRMC members are non-executive
Directors, which exceeds the requirements of
the Banking CG Regulations.

In accordance with the requirements of the
Banking CG Regulations, a majority (three out
of the five members of the CMDC including the
CMDC Chairperson) are INEDs.

Composition requirements Other key requirements

All NC members are required to be re-
appointed by the Board annually. Under the
Banking CG Regulations, every NC member
shall hold office until the next annual general
meeting following that member's appointment,
and shall be eligible for re-appointment. The
appointment and re-appointment of NC
members require the prior approval of MAS.

Mr Tham possesses an accounting qualification
and was formerly the managing partner

and Head of Audit of KPMG, Singapore.

All members of the AC are Non-Executive
Directors, and have recent and relevant
accounting or related financial management
expertise or experience.

All BRMC members are appropriately qualified
to discharge their responsibilities, and have
the relevant technical financial expertise in risk
disciplines or businesses.

The CMDC has direct access to senior
management and works closely with the BRMC
and the AC when performing its role.

Ms Euleen Goh, Mr Olivier Lim, Mr Peter Seah
and Mr Nihal Kaviratne are also members of
the BRMC while Mr Peter Seah and Mr Andre
Sekulic are members of the AC. As a result of
their membership in other Board committees,
the members of the CMDC are able to make

opportunities to interact with members of the
Group Management Committee (GMC) (for
instance, at quarterly Board-hosted dinners
and during the annual board strategy offsite).

executives on the strategies for accelerating
growth in Singapore, Hong Kong, Greater Bay
Area and Vietnam. The Board also explored
various inorganic growth opportunities.

strategic remuneration decisions in an
informed and holistic manner.

Directors have independent access to the
Group Secretary. The Group Secretary
attends all Board meetings and minutes are

prepared to record key deliberations and
decisions taken during the meetings. The
Group Secretary facilitates communication
between the Board, its committees and
management, and generally assists Directors
in the discharge of their duties. The Group
Secretary helps with the induction of new
Directors. The appointment and removal of
the Group Secretary require the approval of
the Board.

Frequent and effective engagement
Directors have ongoing interactions across
various levels, functions and countries within
DBS. In addition, some Directors also sit

48 DBS Annual Report 2019

Annual Board strategy offsite

Each year, the Board and our senior executives
attend a four-day strategy offsite held in one
of our markets, which allows them to:

focus on DBS' long-term strategy apart

from the regular agenda at the quarterly
Board meetings;

engage in dynamic and in-depth strategic
discussion to promote deeper understanding
of our business environment and our
operations, and refine our strategy; and
engage with our stakeholders in the

host country (such as regulators, media,

Delegation by the Board to the Board
committees

The Board has delegated authority to various
Board committees to enable them to oversee
certain specific responsibilities based on
their terms of reference. The terms of
reference of each Board committee set out
the responsibilities of the Board committee,
conduct of meetings including quorum,
voting requirements and qualifications

for Board committee membership. All our
Board committees comprise Non-Executive
Directors only. Any change to the terms of
reference for any Board committee requires

Board approval. The minutes of Board
Committee meetings, which records the key
deliberations and decisions taken during
these meetings, are circulated to all Board
members for their information.

Nominating Committee (NC)

Key responsibilities of the NC

* Regularly reviews the composition of
the Board and Board committees, and
independence of Directors;

* |dentifies, reviews and recommends
Board appointments for approval by the

Board, taking into account the experience,
expertise, knowledge, age and skills of the
candidate and the needs of the Board;

e Conducts an annual evaluation of the
performance of the Board, the Board
committees and the Directors;

* Implements the Board Diversity Policy and
reviews its effectiveness;

e Exercises oversight of the induction
programme and continuous development
programme for Directors, and ensures
that first-time directors with no prior
experience as a director of a listed

company in Singapore undergo relevant
training;

e Reviews and recommends to the Board
the re-appointment of each Director
having regard to his/ her performance,
commitment and ability to contribute to
the Board as well as his/ her age and
skillset;

e Assesses annually whether each Director
has sufficient time to discharge his/ her
responsibilities; and

e Reviews the Board's succession plans for
Directors.
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Selection criteria and nomination
process for Directors

Before a new Director is appointed, suitable
candidates are identified from various
sources. Thereafter, the NC conducts an
assessment to:

* Review the candidate (including
qualifications, attributes, capabilities, skills,
age, past experience) to determine
whether the candidate is fit and proper
in accordance with the fit and proper
guidelines issued by the MAS; and

* ascertain whether the candidate is
independent from DBSH's substantial
shareholder and/or from management
and business relationships with DBS.

The NC then interviews the short-listed
candidates and makes its recommendations
to the Board. All Board appointments are
based on merit, taking into account the
contributions the candidates can bring to
the Board to enhance its effectiveness.
Upon the appointment of a new Director,
the NC will recommend to the Board his

or her appointment to the appropriate
Board committee(s) after matching the
Director’s skillset to the needs of each Board
committee.

Induction and Training for new Directors
The NC oversees the onboarding of new
Directors. All new Directors go through our
induction programme, which covers the
duties and obligations of a Director and the
responsibilities of and work carried out by the
Board committees. We provide a Director’s
pack, which acts as an aide memoire for

the information covered by the induction
programme. We have briefing sessions

for Directors given by members of senior
management on the various businesses of
DBS and its supporting functions. The NC

is also responsible for ensuring that new
Directors with no prior experience as a
director of a listed company undergo training
in the roles and responsibilities of a director
of a listed company in Singapore.

Highlights of NC’s activities in 2019

Board renewal process
Please refer to the Board Highlights - 2019 section
on page 44.

Annual review of Directors’
independence

The NC reviews and determines annually
whether each Director is independent in
accordance with the stringent standards
required of financial institutions prescribed
under the Banking CG Regulations. Under
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the Banking CG Regulations, an “independent
director” is defined to mean a Director
who is:

e independent from any management
and business relationship with DBS;

e independent from any substantial
shareholder of DBS; and

e has not served on the Board of DBS for a
continuous period of nine years or longer.

The NC assessed and concluded that (i) all
Directors are considered to be independent
from business relationships with DBS; (ii)

with the exception of Mr Piyush Gupta, all
Directors are considered to be independent
from management relationships with DBS;

(iii) with the exception of Mrs Ow Foong
Pheng, all Directors are considered to

be independent from DBSH's substantial
shareholder, Temasek Holdings (Private)
Limited (Temasek). Mrs Ow, who is the
Permanent Secretary for the Ministry

of National Development, Singapore, is
considered not independent of Temasek

as the Singapore government is its ultimate
owner; and (iv) Mr Peter Seah, Ms Euleen Goh
and Mr Danny Teoh are Non-Independent
directors as they have served on the Board for
more than nine years.

Based on the NC's assessment, the
Independent Directors are Dr Bonghan Cho,
Mr Ho Tian Yee, Mr Nihal Kaviratne, Mr Olivier
Lim, Mr Andre Sekulic, and Mr Tham Sai Choy.

Although Ms Goh, Mr Ho, Mr Kaviratne, Mr
Lim, Mr Seah, Mr Teoh and Mr Tham are

on the boards of companies that have a
banking relationship with DBS, and are also
directors of companies in which Temasek

has investments (Temasek portfolio
companies), the NC considers these Directors
(i) independent of business relationships as
the revenues arising from such relationships
are not material; and (i) independent of
Temasek as their appointments on the boards
of Temasek portfolio companies are non-
executive in nature and they are not involved
in the day-to-day conduct of the businesses
of the Temasek portfolio companies.

In addition, none of these Directors sit on
any of the boards of the Temasek portfolio
companies as a representative of Temasek
and they do not take instructions from
Temasek in acting as Directors.

Board performance and evaluation

The NC makes an assessment at least once
a year to determine whether the Board and
Board committees are performing effectively
and identify steps for improvement.

The NC believes that it is important to obtain
an independent perspective on the Board's
performance once every three to four

years, and to gain insights on the Board's
performance against peer boards and best
practices. An external evaluator was last
engaged to conduct the Board performance
evaluation for the financial year ended 2018.

In 2019, the NC considered the results

and key action items from the 2018 Board
evaluation and decided to use substantially
the same evaluation questionnaire for

2019 for benchmarking purposes. The
questionnaire included questions on Board
composition, Board processes and culture,
quality of information provided to the Board,
succession planning, risk management

and effectiveness of Board committees.
Each Director was asked to complete the
questionnaire and submit it directly to the
Group Secretary who collated the responses
and produced a summary report for the NC.
The NC analysed the report and submitted its
findings to the Board. The Board discussed
the findings of the evaluation and agreed to
follow-up on certain items.

In addition to the annual Board evaluation
exercise, the NC also conducts an annual
review of each Director to determine
whether each Director remains qualified
for office. In making its determination, the
NC will take into account (i) the Director’s
age, track record, experience, skills and
capabillities; (i) whether each Director is
able to and has been adequately carrying
out his/ her duties as a Director, including
the contributions and performance of each
Director; and (iii) whether each Director has
committed sufficient time to his/ her duties
as a director of DBS. The Board is satisfied
that each Director has diligently discharged
his or her duties as a Director of DBS and has
contributed meaningfully to DBS.

Directors’ time commitment

The meeting attendance records of all
Directors as well as a list of their directorships
are fully disclosed in our Annual Report. The
NC assesses each Director’s ability to commit
time to DBS' affairs in accordance with
internal guidelines which take into account
the number of other board and committee
memberships a Director holds, as well as

the size and complexity of the companies

in which he/ she is a board member.
Additionally, each Director is required to
complete a self-assessment of his/ her time
commitments on an annual basis. While

the Board has not set a maximum number
of listed company board representations a
Director may hold, all Directors appreciate

the high level of commitment required
of a Director. All Directors have met the
requirements under the NC's guidelines.

Directors’ tenure

The NC believes that it is in the interest of
DBS for the Board to comprise of Directors
with longer tenures who have a deep
understanding of the banking industry, as
well as Directors with shorter tenures who
can bring fresh ideas and perspectives.

Although there are currently six Directors
(including Mr Piyush Gupta) who have served
for more than eight years, this is balanced
by the progressive refreshing of the Board
where three new independent Directors
were appointed since November 2017, and
two more new independent Directors will
be appointed by the end of April 2020. In
addition, two long-serving Directors (i.e. Mr
Danny Teoh and Mr Nihal Kaviratne) will be
stepping down from the Board after the
conclusion of the 2020 AGM.

The NC specifically considered the skillsets
and contributions of the remaining four long-
serving Directors (being Mr Peter Seah, Ms
Euleen Goh, Mr Ho Tian Yee and Mr Piyush
Gupta). The NC deliberated and agreed that
itis in DBS' interests for these Directors to
continue serving on the Board of DBS for the
following reasons:

(i) itisimportant for Mr Peter Seah to
continue serving as the Board Chairman
to provide leadership and continuity.

Mr Seah is a veteran former banker

with wide industry experience, and he
has been instrumental in the growth and
transformation of DBS over the past 10
years. From a strategic perspective, the
next few years are critical as DBS
continues to execute on its digital
transformation and growth strategies
and enhance its franchise in the Greater
Bay Area, China, India, Indonesia and
Vietnam;

(i) Ms Euleen Goh's extensive knowledge and
experience in the risk environment
for banks is instrumental in helping DBS
navigate the complex and challenging risk
landscape in view of the global economic
slowdown, low/negative interest rate
climate and on-going geopolitical issues
(such as the US-China trade war and social
unrest in Hong Kong);

(iii) it is in DBS' interests for Mr Ho Tian Yee
to remain on the Board as he is currently
the only Director with both banking
experience as well as expertise in market
risk and trading; and

(iv)as Group CEO, Mr Piyush Gupta should
remain as a Director to provide the Board
with insights into the business.

Re-election of Directors

Under the Constitution of DBSH, one-third of
Directors who are longest-serving since their
last re-election are required to retire from
office and, if eligible, stand for re-election at
each AGM. Based on this rotation process,
each Director is required to submit himself
or herself for re-election by shareholders at
least once every three years. In addition,
new Directors (who are appointed in
between AGMs) are required under DBSH's
Constitution to stand for re-election

at the first AGM after their appointment.

The NC reviews and recommends to the
Board the rotation and re-election of
Directors at the AGM.

Prior to each AGM, Group Secretariat informs
the NC which Directors are required to

retire at that AGM. The NC will then review
the composition of the Board and decide
whether to recommend to the Board the
re-election of these Directors, after taking
into account factors such as their attendance,
participation, contribution, expertise and
competing time commitments.

At the 2020 AGM, Mr Ho Tian Yee, Mr Olivier
Lim, Mrs Ow Foong Pheng and Mr Peter
Seah will be retiring by rotation. At the
recommendation of the NC and as approved
by the Board, they will be seeking re-election
as Directors at the 2020 AGM.

Review of composition of Board
Committees

The NC regularly reviewed the size and
composition of the Board committees

in 2019 to ensure that all independence
requirements continue to be met, and that
the Board committees are of an appropriate
size and comprise the appropriate balance of
skills, knowledge and experience, as well as
diversity of nationality, age and gender.

With effect from 1 October 2019, Mr Danny
Teoh (who had served for more than 9 years
by then) stepped down from the AC and the
NC after he was re-designated as a non-
independent and non-executive Director
under the Banking CG Regulations. Mr Tham
Sai Choy was appointed as the AC Chairman
and as a member of the NC with effect from
1 October 2019.

Continuous development programme
for all Directors

The NC monitors the frequency and quality
of the Board training sessions, which are
conducted either by external professionals

or management. The NC selects topics which
are relevant to the Group's activities. Board
members also contribute by highlighting
areas of interests and possible topics.

In 2019, there were sessions on (i) Disruptive
trends in technology; (i) Analytics-Based
Lending - Modeling Approach, Risks and
Lessons Learnt; (iii) Sustainable Development
Goals and impact on the banking industry;
and (iv) Open Banking and Financial Planning
Digital Service.

Board diversity

We recognise that diversity is not merely
limited to gender or any other personal
attributes. We adopted a Board Diversity
Policy which recognises the importance of
having an effective and diverse Board, and
states that the NC is responsible for setting
the relevant objectives to promote and
achieve diversity on the Board. In discharging
its duties, the NC shall give due regard to the
benefits of all aspects of diversity and strive
to ensure that the Board is appropriately
balanced to support the long-term success
of DBS. The main objective of the Board
Diversity Policy is to continue to maintain
the appropriate balance of perspectives,
skills and experience on the Board to
support the long-term success of DBS. The
Board Diversity Policy also requires female
representation. The NC ensured that female
candidates are included for consideration
when identifying candidates to be appointed
as new Directors. The NC was satisfied that
the objectives of the Board Diversity Policy
continue to be met.

Board Executive Committee
(EXCO)

Key responsibilities of the EXCO

e Approves certain matters specifically
delegated by the Board such as
acquisitions and divestments up to a
certain material limit, credit transactions,
investments, capital expenditure and
expenses that exceed the limits that
can be authorised by the CEQ;

* Reviews weak credit cases on a
quarterly basis;

e Qversees the governance of strategic risks
such as sustainability (including review of
the annual Sustainability Report),
technology, artificial intelligence and data
(including data privacy and appropriate
use of data); and

e Reviews and provides recommendations
on matters that will require Board
approval, including acquisitions and
divestments exceeding certain material
limits.
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Highlights of EXCO's activities in 2019

The EXCO assists the Board to enhance the
business strategies and strengthen core
competencies of DBS. The EXCO meets
frequently (12 meetings in 2019) and is able

to offer greater responsiveness in the decision-
making process of DBS.

In addition to its quarterly review of weak
credit cases, matters discussed at the EXCO
meetings in 2019 include (i) the key
considerations and implications of transitioning
to quarterly dividends and bringing forward
our AGM; (i) our first standalone Sustainability
Report 2018, and our approach to coal
financing; (iii) implications of macro-economic
issues on our franchise; (iv) our regional

data centre strategy; (v) renewal of the credit
programmes in Singapore and Hong Kong

for SMEs; and (vi) various acquisition and
investment opportunities.

Audit Committee (AC)
Key responsibilities of the AC

Financial reporting and disclosure matters

Monitors the financial reporting process,
significant financial reporting issues and
judgements to ensure the integrity of the
Group's consolidated financial statements;
Reviews the Group's consolidated financial
statements, other financial disclosures
(including Basel Pillar 3 disclosures) and
any announcements relating to the Group's
financial performance prior to submission
to the Board; and

Provides oversight of external disclosure
governance.

Internal controls

52

Reviews (in parallel with the Board Risk
Management Committee) the adequacy
and effectiveness of internal controls,
such as financial, operational, compliance
and information technology controls, as
well as risk management systems;
Receives updates on significant incidents
of non-compliance with laws and
regulations, and reviews management's
investigations of such incidents;

Reviews and monitors remedial action
plans to address significant internal
control deficiencies identified by
management, Group Audit, the external
auditor and/ or regulators;

Ensures that there are policies and
arrangements in place by which DBS staff
and any other persons may, in confidence,
raise concerns about possible improprieties
in matters of financial reporting or other
matters and ensures that arrangements
are also in place for such concerns to be
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independently investigated and for
appropriate follow-up action to be taken;
Reviews the significant matters raised
through the whistle-blowing channel; and
Reviews all material related party
transactions (including interested person
transactions) and keeps the Board informed
of such transactions, and the findings and
conclusions from its review.

Internal audit

Reviews at least annually, the independence,
adequacy and effectiveness of the Group's
internal audit function (Group Audit) and
processes, and ensures that Group

Audit is adequately resourced and set up to
carry out its functions, including approving
its budget;

Reviews Group Audit's audit plans, the
proposed areas of audit focus, and results
of audits;

Ensures that an internal quality assurance
review (QAR) of Group Audit is conducted
annually, and that an independent QAR is
conducted at least once every five years;
and

Approves the hiring, removal, resignation,
evaluation and compensation of the

Head of Group Audit.

External auditor

Determines the criteria for selecting,
monitoring and assessing the external
auditor, and makes recommendations to
the Board on the appointment, re-
appointment and removal of the
external auditor;

Approves the remuneration and terms of
engagement of the external auditor;
Reviews and discusses the key audit
matters (identified by the external auditor
pursuant to auditing standards) with

the external auditor and management,
and ascertains if these matters are
presented appropriately;

Reviews the scope and results of the
external audits and the independence,
adequacy and objectivity of the external
auditor;

Ensures that the external auditor
promptly communicates to the AC, any
information regarding internal control
weaknesses or deficiencies, and that
significant findings and observations
regarding weaknesses are promptly
rectified; and

Reviews the assistance given by
management to the external auditor.

Highlights of AC’s activities in 2019

Oversight of financial reporting and
internal controls

The AC reviewed quarterly consolidated
financial statements and made
recommendations to the Board for
approval. The CEO and CFO provided the
AC with a letter of representation attesting
to the integrity of the quarterly financial
statements. The AC reviewed the Group'’s
audited consolidated financial statements
and discussed with management and the
external auditor the significant matters
which involved management judgement.
The AC also reviewed significant accounting
matters, which included the review of

the implementation of new accounting
standards.

Please refer to the table on page 53 for further
information on these significant matters. These
matters are also discussed in the independent
auditor’s report on pages 112 to 114.

The AC is of the view that the Group's
consolidated financial statements for 2019
are fairly presented in conformity with the
relevant Singapore Financial Reporting
Standards (International) (SFRS(1)) in all
material aspects. The Board has been
notified that the Group's external auditor,
PricewaterhouseCoopers LLP (PwC), has
read and considered the other information
(i.e. other than the financial statements
and auditor’s report thereon) in the

annual report, whether financial or non-
financial, in accordance with the Singapore
Standard of Auditing 720. For the financial
year ended 31 December 2019: (i) no
material inconsistencies between the other
information, the financial statements and
PwC's knowledge obtained in the audit; and
(i) no material misstatements of the other
information, have been reported.

The AC members were kept updated on
changes to accounting standards and
issues related to financial reporting through
quarterly meetings with Group Finance,
Group Audit, and internal audit bulletins.
The AC has the authority to investigate any
matter within its terms of reference, and
has full access to and cooperation from
management.

Oversight of Group Audit

The AC has direct oversight of Group Audit
and receives quarterly reports from Group
Audit. Please refer to pages 56 and 57 for
details on Group Audit's key responsibilities
and processes.

The AC assessed the adequacy, effectiveness
and independence of Group Audit, and is of

the view that Group Audit is independent,
effective and adequately resourced. Group
Audit understands the risks that the Group
faces and has aligned its work to review
these risks.

There is at least one scheduled private
session annually for the Head of Group Audit
to meet the AC. The Chair of the AC meets
the Head of Group Audit regularly to discuss
the audit plans, current work, key findings
and other significant matters.

Reviewing performance, objectivity and
independence of the external auditor
The AC has unfettered access to the external
auditor. Separate sessions were held during
each of the four quarterly AC meetings in
2019 for the AC to meet with the external
auditor without the presence of management
to discuss matters that might have to be
raised privately.

The AC monitors the performance, objectivity
and independence of the external auditor.
For this purpose, the AC takes into account
the Audit Quality Indicators Disclosure
Framework issued by the Accounting and
Corporate Regulatory Authority (ACRA); the
guidance provided in Practice Guidance 10
of the 2018 Code, as well as the principles

AC commentary on key audit matters

outlined by the Basel Committee on Banking
Supervision in its document “The External
Audits of Banks".

The total fees due to PwC, for the financial
year ended 31 December 2019 and the
breakdown of the fees for audit and non-
audit services, are set out in the table below.
The AC reviewed the non-audit services
provided by the external auditor during the
financial year and the associated fees. The
AC is satisfied that the independence and
objectivity of the external auditor has not
been impaired by the provision of those
services.

Fees relating to PwC c»)
services for 2019 (million)

For audit and audit-related 8.4
services
For non-audit services 1.6

o | 00

The AC considered the following matters

in its review of the external auditor's
performance and when formulating its
recommendation on the re-appointment of
the external auditor:

* the performance of the external auditor
against industry and regulatory standards;

e the scope of the audit plan and areas
of audit focus as agreed with the external
auditor;

e the quality of audit services rendered,
and reports and findings presented, by
the external auditor during the year;

o feedback received from various functions/
geographical locations, through an annual
structured internal survey, on the
adequacy and quality of the audit team's
resources, the level of independence and
scepticism exercised in carrying out
its work, and its overall efficiency and
effectiveness;

e the Audit Quality Indicators data of the
external auditor; and

¢ the external auditor's self-assessment,
including the confirmation of its
independence to the AC.

Based on these considerations, the AC has
recommended, and the Board has endorsed,
the re-appointment of PwC for shareholders’
approval at the 2020 AGM. The Group has
complied with Rule 712 and Rule 715 of the
SGX Listing Manual in relation to its external
auditor.

External Auditor Re-tender exercise

In response to MAS' requirement for banks
headquartered in Singapore to undertake
a mandatory re-tender for their external

Significant matters How the AC reviewed these matters

Specific allowances for
loans and advances

The AC reviewed the significant non-performing credit exposures periodically and considered management’s
judgments, assumptions and methodologies used in the determination of the level of specific allowances required.

The AC noted that major weak credits would have been reviewed by the EXCO quarterly. The AC was also apprised
of PwC's assessment following its credit review, which included a sampling across performing, watch-list and non-

performing portfolios to assess the appropriateness of the loan ratings and classification, as well as the adequacy
of specific allowances where applicable. The AC is of the view that the specific allowances that have been set aside
for non-performing credit exposures are appropriate.

General Allowances

The AC reviewed the governance arrangements as well as the key drivers of the quarterly movements in Stage 1

and Stage 2 Expected Credit Loss (General Allowances), including changes in portfolio asset quality, adjustments
made to reflect prevailing economic and geopolitical conditions and thematic overlays. The AC was also apprised
of PwC's observations from their audit of the General Allowances methodology, processes and controls, and took
note of the regulatory allowance that has been set aside as part of the revised MAS Notice 612, as well as the
overall portfolio allowance coverage. The AC considers the General Allowances to be within a reasonable range.

Goodwill impairment
assessment

The AC reviewed the methodology and key assumptions, including the macroeconomic outlook, developments
such as the social unrest situation in Hong Kong and other key drivers of cash flow projections, that are used in

the determination of the value-in-use of cash generating units. It also assessed the sensitivities of the forecasts to
reasonably possible changes in the valuation parameters. The AC was also apprised of PwC's observations from its
review of management’s goodwill impairment assessment. The AC concurs with management's assessment that
goodwill is not impaired as at 31 December 2019.

Valuation matters

The AC reviewed the fair value hierarchy of financial instruments held at fair value, the quarterly movements in

valuation reserves, the appropriateness of the Group's valuation methodology in light of industry developments,
and the overall adequacy of valuation reserves. The AC was also apprised of PwC's observations from its
assessment of the Group's controls over the valuation process, as well as its independent estimates of fair
value. The AC considers the valuation process, policies and estimates as adopted and disclosed in the financial
statements to be appropriate.
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auditors if their incumbent auditor has

been appointed for a period of 10 or more
consecutive years (MAS Notice 615), the AC
conducted a re-tender exercise in 2019. The
selected external auditor will be responsible
for the audit of the Group from financial
year 2021.

As part of the re-tender process, four
international audit firms were invited to
submit their proposals. The submitted
proposals were reviewed by an evaluation
committee comprising the AC Chairman,
Group Chairman, CEO and key control/
support heads. Three firms (including PwC)
were shortlisted to present their proposals to
the AC. The AC assessed and deliberated on
the proposals presented by each shortlisted
firm, taking into consideration factors such

as (i) the competencies and commitment of
the proposed lead partner and audit team,
(i) the technology capabilities and other
value-added services/differentiating factors,
(iii) the audit approach; and (iv) the reputation,
audit quality and audit service quality, of each
shortlisted audit firm. The AC also considered
management feedback on each shortlisted
audit firm. The AC concluded that of the
three shortlisted firms, PwC has the most
appropriate level of expertise, experience,
resources, infrastructure and geographic
coverage to provide effective audit service

to DBS.

Based on the results of the re-tender exercise,
the AC has recommended, and the Board has
endorsed, PwC to continue as the Group's
external auditor.

Board Risk Management
Committee (BRMC)

Key responsibilities of the BRMC

e Supports the Board and management in
setting the tone from the top so as to
embed and maintain appropriate risk
culture;

* Guides the development of and
recommends for Board approval the
risk appetite for various types of risk
and exercises oversight on how this is
operationalised into individual risk
appetite limits;

e Approves the Group's overall and specific
risk governance frameworks;

* Has direct oversight of the CRO (jointly
with the CEQ);

* Oversees the risk assessment framework
established to manage the Group's
financial crime, cyber-security, fair dealing
and regulatory risks;

e Oversees an independent group-wide
risk management system and adequacy of

54 DBS Annual Report 2019

resources to identify and evaluate risks;

e Reviews (in parallel with the Audit
Committee) the adequacy and
effectiveness of the Group's internal
controls framework;

* Monitors market developments, such as
macro-economic, credit, industry,
country risk and stress tests related to
these developments;

e Monitors risk exposures and profile
against relevant risk thresholds, and risk
strategy in accordance with approved risk
appetite and/ or guidelines;

e Discusses risk reporting requirements and
reviews the risk dashboard to keep
track of major risk positions and risk
developments;

* Monitors the quarterly portfolio reviews
of total exposures as well as large
exposures and asset quality;

* Discusses large risk events and
subsequent remedial action plans;

* Approves risk models which are used
for capital computation and monitors the
performance of previously approved
models;

e Exercises oversight of the Internal Capital
Adequacy Assessment Process (ICAAP)
including approval of stress scenarios
and commensurate results for capital,
risk-weighted assets, profit and loss and
liquidity;

e Approves the Business Continuity
Management attestation and Group-wide
Recovery Plan; and

e Exercises oversight of regulatory
requirements relating to risk
management.

Highlights of BRMC's activities in 2019
The BRMC was kept informed of major risk
positions and risk developments through
the risk dashboard. The BRMC monitored
the global economic environment and,

in particular, paid close attention to
developments which could have material
consequences for the key markets where we
operate. The BRMC also provided guidance,
where appropriate, to management. The
BRMC considered vulnerabilities such as the
global economic outlook, political landscape,
liquidity tightening, interest rates shifts and
market volatility, all of which could impact our
strategy and portfolios in these markets.

In 2019, the BRMC discussed the findings and
the impact arising from scenario analyses
and portfolio reviews conducted on certain
countries and specific sectors, including:

* the global economic growth outlook, the
effect of on-going geopolitical tensions
and, trade and technology protectionism;

* China’s liquidity situation and economic
slowdown;

* USinterest rate cuts;

* the decline in shipping rates as well as
the effects of the International Maritime
Organisation 2020 regulation on our
shipping and ports portfolio; and

* geopolitical tensions impact on our Hong
Kong and China portfolios.

The scenario analyses are in addition to the
review of various regulatory and internal stress
testing exercises.

The BRMC also reviewed management's
assessment of the impact of US-imposed

tariffs and Chinese companies put on the US
entity list, on our China portfolio and supply-
chain borrowers. It was kept informed of the
utilisation of market risk limits (for both banking
and trading books), the liquidity risk profile and
limit utilisation (in all major currencies and legal
entities), and the key operational risk profiles

of the Group. The BRMC was also advised on
the continued focus on global trends on fair
dealing and conduct risks, financial crime and
cybersecurity environment and efforts made

to address these risks. The BRMC approved
and monitored the performance of various risk
models. The BRMC received regular updates on
risk appetite and economic capital utilisation,
and was apprised of regulatory feedback and
developments (such as approaches for risk
models and capital computation) and Basel
requirements. In addition, the BRMC was
updated on the action plans following the
internal group-wide risk and control culture
survey conducted in 2018. We also conducted
self-assessments of our risk and control culture
against industry benchmarks.

Please refer to the section on ‘Risk Management' in this
Annual Report for more information on the BRMC'’s
activities.

Compensation and Management
Development Committee (CMDC)

Key responsibilities of the CMDC

* Exercises supervisory oversight of
the overall principles, parameters and
governance of DBS' remuneration policy
and ensures the alignment of
compensation with prudent risk taking to
build a long-term sustainable business;

* Oversees the remuneration of senior
executives and directors, including
making recommendations to the Board on
the remuneration of executive directors;
and

* Exercises oversight on management
development and succession planning
of the Group and ensures that robust
plans are in place to deepen core

competencies and bench strength as well
as strengthen leadership capabilities and

talent pipeline for the continued success

of the Group.

Highlights of CMDC's activities in 2019

Group remuneration policy and annual
variable pay pool

Please refer to the Remuneration Report on pages 61
to 65 for details on the remuneration of the CEO and
DBS’ remuneration strategy.

The CMDC reviews and approves DBS'
remuneration policy and the annual variable
pay pool, which are also endorsed by the
Board. The CMDC provides oversight of the
remuneration principles of the CEO, senior
executives and control functions to ensure
that they are in line with the Financial Stability
Board's guidelines. The CMDC also reviews
cases where total remuneration exceeds a
pre-defined threshold, or where a deferral
mechanism is implemented as a risk control
process.

During the year, the CMDC reviewed DBS'
refreshed and simplified PRIDE! behaviours
to sharpen the focus on culture. To reinforce
the PRIDE! behaviours, DBS also introduced
a dual rating system to emphasise the
importance of both the ‘What' and ‘How/, and
to send the signal that the demonstration

of these behaviours is as critical as goal
achievement in evaluating our people. The
dual rating system will help our managers to:
(i) sharpen the development and coaching
conversations, (i) have better differentiation
for compensation and promotions; and

(iii) identify employees with high potential
(HIPOS).

We have a robust disciplinary framework
linked to individual compensation. The CMDC
was apprised of the impact of disciplinary
actions on individuals’ compensation when
approving the annual variable compensation
pool and noted that (i) the Group's risk
management and internal control systems
are adequate and effective, and (i) the 2019
Risk & Culture score from the Aon Hewitt My
Voice survey remains stable at 88%.

Talent Review and Succession Planning
The CMDC reviews the state of the talent and
the strength of the human capital in DBS in
support of its overall strategy. This includes a
review of the talent bench strength, “team in
the field”, succession plans for the CEO and
the GMC members, as well as development
plans of our HIPOs.

The CMDC reviewed the succession plans of
CEO and the GMC members based on our

Annual directors’ fee structure for 2019
Basic annual retainer fees
Board

Lead Independent Director

Additional Chairman fees for:

SGD
100,000

75,000

Board 1,450,000
Audit Committee 90,000
Board Risk Management Committee 90,000
Compensation and Management Development Committee 65,000
Executive Committee 75,000
Nominating Committee 45,000

Additional committee member fees for:

(Note: Board committee chairpersons do not get these fees)

Audit Committee 60,000
Board Risk Management Committee 60,000
Compensation and Management Development Committee 35,000
Executive Committee 60,000
Nominating Committee 30,000

proprietary “Key Success Factors” framework,
which comprises the following four
dimensions of a DBS senior leader success
profile: (i) domain knowledge, (ii) critical
experiences, (iii) leadership competencies
and (iv) leadership traits. Potential successors
for GMC were evaluated against these

four dimensions to assess their readiness,
and development plans to address their
leadership gaps were put in place to prepare
them for succession.

The CMDC also reviewed the development
plans for the emerging young HIPOs with
potential for GMC roles. We have a robust
HIPO identification process based on the
“3P framework” namely Performance, PRIDE!
and Potential. We assess potential based

on Ability, Aspiration and Engagement.

To develop our HIPOs, we have a “triple-E
development framework” (EEE) which focuses
on actionable development activities around
education (conferences and leadership
programs), exposure (mentoring, coaching
and networking) and experience (new or
stretched roles, cross country and cross
function assignments) to accelerate the
growth of our HIPOs.

In 2019, 43% of our HIPOs took on an
enhanced or changed role, well above our
target of 30%. HIPO attrition was healthy at
8%, within our target of below 10%.

Remuneration of Non-Executive
Directors

Please refer to pages 46 to 47 for details of
remuneration of each Non-Executive Director
(including the Chairman) for 2019.

The CMDC reviews and recommends a
framework to the Board for determining

the remuneration of all Non-Executive
Directors. The remuneration of Non-
Executive Directors, including the Chairman,
has been benchmarked against global and
local financial institutions. Unless otherwise
determined by the Board, Non-Executive
Directors receive 70% of their fees in cash
and the remaining 30% in share awards.
The share awards are not subject to a
vesting period, but are subject to a selling
moratorium whereby each Non-Executive
Director is required to hold the equivalent
of one year's basic retainer fees for his or
her tenure as a Director and for one year
after the date he or she steps down. The fair
value of share grants to the Non-Executive
Directors are based on the volume-weighted
average price of the ordinary shares of DBSH
over the 10 trading days immediately prior
to (and excluding) the date of the AGM. The
actual number of ordinary shares to be
awarded are rounded down to the nearest
share, and any residual balance is paid in
cash. Other than these share awards, the
Non-Executive Directors do not receive any
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other share incentives or securities under the
DBSH Share Plan.

The table on page 55 sets out the proposed
annual fee structure for the Non-Executive
Directors for 2019. There is no change

to the annual fee structure from 2018.
Shareholders are entitled to vote on the
remuneration of Non-Executive Directors at
the 2020 AGM.

None of the Group’s employees was an
immediate family member of a Director with
remuneration exceeding SGD 100,000 in
2019. Although Mr Danny Teoh's daughter,
Ms Lesley Teoh, was an employee of DBS
Bank until early May 2019, her remuneration
for 2019 did not exceed SGD 100,000. Mr
Teoh was not involved in the determination
of his family member’s remuneration.

Effective controls

Group Approving Authority

The Group Approving Authority (GAA) is an
integral part of our corporate governance
framework.

The Board's responsibilities are well defined
in the GAA. The Board is the decision-making
body for matters with significant impact

to DBS as a whole; these include matters
with strategic, financial or reputational
implications or consequences. The specific
matters that require board approval under
the GAA include:

e Group's annual and interim financial
statements

e acquisitions and divestments exceeding
certain material limits

e Group's annual budget

e capital expenditures and expenses
exceeding certain material limits

e capital-related matters including capital
adequacy objectives, capital structure,
capital issuance and redemption

e dividend policy

* risk strategy and risk appetite statement

The GAA ensures that appropriate controls
and decision-making are consistently
applied throughout DBS. Under the GAA,

Board, CEO and Senior
Management

Role Own and manage risks in respective
areas of responsibility

Unit Business and support units
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First line of defence

the Board has delegated to the CEO the
responsibility to ensure that the Group’s
businesses and operations are operated in
accordance with Board-approved strategies
and standards, which include responsibilities
for the internal control framework within
DBS. On matters where authority has been
delegated to him, the CEO may further
delegate his responsibilities and authorities
to any GMC member or members and may
empower them to, in turn, delegate their
responsibilities and authorities to other
executives and committees of the Group.

Scope of delegation
of authority in the GAA

I
T

Boa.rd Chairman CEO
committees
Group
Management
Committee

The GAA covers internal authority only and
does not override any specific provisions
arising from statutory, regulatory, exchange
listing requirements, or the DBSH's
Constitution. The GAA is regularly reviewed
and updated to accommodate changes in
the scope and activities of DBS' business and
operations. The Board approves the GAA and
any change to it.

Internal controls framework

Our internal controls framework covers
financial, operational, compliance and
information technology controls, as well

as risk management policies and systems.
The Board, supported by the AC and BRMC,
oversees the Group's system of internal
controls and risk management. DBS has
three lines of defence when it comes to risk
taking, where each line of defence has a clear
responsibility.

Provides oversight of the three lines of defence

Second line of defence

monitoring and reporting

Compliance

Provide independent risk oversight,

Risk Management, Legal and

First line of defence

Our business and support units are our first
line of defence. Their responsibilities include
the identification and management of risks
arising from and relating to their respective
areas of responsibilities, and ensuring that
our operations remain within approved
boundaries of our risk appetite and policies.

DBS has an established incident notification
protocol that sets out processes for the
escalation of incidents according to the level
of severity. In this way, appropriate levels

of management are made aware of such
incidents and can take action accordingly.
There are also well-defined procedures

for the escalation, investigation and follow
up of any reported wrong-doing by a DBS
employee, customer, vendor or third party.

Second line of defence

Risk Management Group, Group Legal and
Compliance and parts of Group Technology
& Operations and Group Finance form the
second line of defence. They are responsible
for the development and maintenance of
risk management policies and processes and
they provide objective review and challenge
on the activities undertaken by business and
support units.

Third line of defence

Group Audit forms the third line of defence.
It provides an independent assessment
and assurance on the reliability, adequacy
and effectiveness of our system of internal
controls, risk management, governance
framework and processes.

Group Audit

Key responsibilities and processes
Group Audit is independent of the activities
it audits. Its objectives, scope of authority
and responsibilities are defined in the Audit
Charter, which is approved by the AC. Group
Audit reports functionally to the Chairperson
of the AC and administratively to the CEO.

Group Audit's responsibilities include:

* evaluating the reliability, adequacy
and effectiveness of the Group's system
of internal controls, risk management,
governance framework and processes;

Third line of defence

Provide independent assurance

Internal Audit

* providing an objective and independent
assessment of the Group's credit portfolio
quality, the execution of approved credit
portfolio strategies and control standards
relating to credit management processes;

* reviewing whether DBS complies with laws
and regulations and adheres to
established policies; and

* reviewing whether management is
taking appropriate steps to address
control deficiencies.

Group Audit adheres to the DBS Code

of Conduct and is guided by the Mission
Statement in the Audit Charter. It adopted
the Code of Ethics and aligned its practices
with the International Professional Practices
Framework established by the Institute of
Internal Auditors (IlA). In addition, it has
embedded IIA's 10 Core Principles for the
Professional Practice of Internal Auditing into
its activities.

Group Audit has unfettered access to the AC,
the Board and management, as well as the
right to seek information and explanation.
Group Audit has an organisational and
strategic alignment to the Group. The Head
of Group Audit has a seat in the GMC and
attends all the business reviews and strategic
planning forums. The respective heads

of audit in each of the five key locations
outside Singapore are part of that location’s
management team.

Group Audit adopts a risk-based approach in
its auditing activities. An annual audit plan is
developed using a structured risk and control
assessment framework through which

the inherent risk and control effectiveness

of each auditable entity in the Group is
assessed. This risk assessment methodology
and approach is aligned with that of Group,
including the risk taxonomy.

The assessment also covers risks arising
from new lines of business, new products
and emerging risks from DBS' operating
environment. Audit projects are planned
based on the results of the assessment, with
priority given to auditing higher risk areas and
as required by regulators.

Audit reports containing identified issues
and corrective action plans are reported to
the AC and senior management. Progress
of the corrective action plans is monitored,
and past due action plans are included in
regular reports to the senior management
and the AC. In all routine audits, Group
Audit evaluates the control environment
and management's control awareness which
incorporates risk culture as guided by the

Financial Stability Board's Guidance on Sound
Risk Culture.

Group Audit apprises regulators and external
auditors of all relevant audit matters. It works
closely with external auditors to coordinate
audit efforts.

Quality assurance and key
developments

In line with leading practices, Group Audit
has a quality assurance and improvement
programme (QAIP) that covers all aspects
of its audit activity and conforms to the
International Standards for the Professional
Practice of Internal Auditing. As part of the
QAIP, internal quality assessment reviews
(QAR) are conducted quarterly and external
QAR are carried out at least once every five
years by qualified professionals from an
external organisation. In 2019, the internal
QAR has been contracted to an independent
assessor, Protiviti.

Group Audit leveraged on the use of data,
technology and automation to provide
greater insights and to enhance DBY
audit assurance. Since 2017, Group Audit
has operationalised its Future of Auditing
roadmap with the use of digital tools, rule-
based and predictive analytics, coupled
with the continuous monitoring approach
to perform risk assessments and controls
testing to provide better risk management
insights.

Dealings in securities

In conformance with the "black-out” policies
prescribed under the SGX Listing Rules,
Directors and employees are prohibited
from trading in DBS' securities one month
before the release of the full-year results
and two weeks before the release of the
first, second and third quarter results. In
addition, business units and subsidiaries
engaging in proprietary trading are restricted
from trading in DBS' securities during

the black-out period. Group Secretariat
informs all Directors and employees of each
black-out period ahead of time. Directors
and employees are prohibited at all times
from trading in DBS' securities if they

are in possession of material non-public
information.

In addition, GMC members are only allowed
to trade in DBS' securities within specific
window periods (15 market days immediately
following the expiry of each black-out period)
subject to pre-clearance. GMC members are
also required to obtain pre-approval from
the CEO before any sale of DBS' securities.
Similarly, the CEQ is required to seek pre-

approval from the Chairman before any sale
of DBS' securities. As part of our commitment
to good governance and the principles of
share ownership by senior management, the
CEO is expected to build up and hold at least
the equivalent of three times his annual base
salary as shareholding over time.

DBS has put in place a personal investment
policy which prohibits employees with
access to price-sensitive information in

the course of their duties from trading in
securities in which they possess such price-
sensitive information. Such employees are
also required to seek pre-clearance before
making any personal trades in securities,
and may only trade through the Group's
stockbroking subsidiaries and bank channels
for securities listed in Singapore and Hong
Kong. The personal investment policy
discourages employees from engaging in
short-term speculative trading.

Related Party Transactions

DBS has embedded procedures to comply
with regulations governing related party
transactions, including those in the Banking
Act, MAS directives and the SGX Listing

Rules. The Banking Act and MAS directives
impose limits on credit exposures by DBS to
certain related entities and persons, while
the SGX Listing Rules cover interested person
transactions in general.

All new Directors are briefed on relevant
provisions that affect them. If necessary,
existing credit facilities to related parties are
adjusted prior to a Director's appointment,
and all credit facilities to related parties

are continually monitored. DBS has robust
procedures to manage any potential conflict
of interest between a Director and DBS.
Checks are conducted before DBS enters
into credit or other transactions with
related parties to ensure compliance with
regulations.

As required under the SGX Listing Rules, the
details of interested person transactions in
2019 are set out in the table on page 58.
These interested person transactions are

for the purpose of carrying out day-to- day
operations such as leasing of premises,
telecommunication/ data services, IT systems
and related services, redemption of KrisFlyer
miles by DBS/ POSB credit card holders,
logistics, as well as security services.

Material contracts

Since the end of the previous financial year,
no material contracts involving the interest
of any Director or controlling shareholder of
DBS has been entered into by DBS or any
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Name of interested person

CapitaLand Limited Group

Certis CISCO Security Pte Ltd
Group

Mapletree Investments Pte Ltd
Group

Mediacorp Pte Ltd Group

Nature of
Relationship

Aggregate contract
value of all
interested person
transactions in 2019
(excluding
transactions less
than SGD 100,000)

Each interested 426,298
person is an
associate of 6,668,890

DBSH's controlling
shareholder,

. 195,726
Temasek Holdings
(Private) Limited
350,001
964,203

SATS Ltd Group

Singapore Airlines Limited
Group

Singapore Telecommunications
Limited Group

SMRT Corporation Ltd Group
StarHub Ltd Group

Surbana Jurong Private Limited
Group

Total Interested Person

Transactions (SGD)

of its subsidiary companies, and no such
contract subsisted as at 31 December 2019,
save as disclosed via SGXNET.

Assessing the effectiveness of
internal controls

DBS has a risk management process that
requires all units to perform a half-yearly
risk and control self-assessment (RCSA) to
assess the effectiveness of their internal
controls. In addition, all units of the Group
are required to submit quarterly attestations
on their controls relating to the financial
reporting process, and annual attestations
on their compliance with the overall internal
controls framework. Based on the RCSA and
the quarterly and annual attestations, the
CEO and the key management personnel
responsible for risk management and
internal control systems provide an annual
attestation to the AC relating to the adequacy
and effectiveness of DBS' risk management
and internal control systems.

Group Audit performs regular independent
reviews to provide assurance on the
adequacy and effectiveness of DBS' internal
controls on risk management, control and
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183,160,655

22,427,855

9,530,930
7,116,588

15,019,590

245,860,736

governance processes. The overall adequacy
and effectiveness of DBS' internal controls
framework is reviewed by the AC and BRMC.

Board's commentary on adequacy
and effectiveness of internal
controls

The Board has received assurance from
the CEO and CFO that, as at 31 December
2019, the Group's financial records have
been properly maintained, and the financial
statements give a true and fair view of DBS
Group's operations and finances.

The Board has also received assurance from
the CEO and the key management personnel
responsible for risk management and internal
control systems that, as at 31 December
2019, the Group's risk management and
internal control systems were adequate and
effective to address financial, operational,
compliance and information technology risks
which the Group considers relevant and
material to its operations.

Based on the internal controls established
and maintained by the Group, work
performed by internal and external auditors,

reviews performed by management and
various Board Committees as well as the
said assurances received, the Board, with
the concurrence of the AC, is of the opinion
that the Group's internal controls and risk
management systems were adequate and
effective as at 31 December 2019 to address
financial, operational, compliance risks and
information technology risks which the
Group considers relevant and material

to its operations.

The Board notes that the internal controls
and risk management systems provide
reasonable, but not absolute, assurance
that the Group will not be affected by any
event that could be reasonably foreseen as
it strives to achieve its business objectives.
In this regard, the Board also notes that

no system can provide absolute assurance
against the occurrence of material errors,
poor judgement in decision-making, human
error, fraud or other irregularities.

Strong culture
Effective safeguards

We believe that effective safeguards against
undesired business conduct have to go
beyond a “tick-the-box” mentality. In DBS,
other than relying on published codes of
conduct, we also advocate the following
organisational safeguards to maintain a
strong risk and governance culture.

* Tone from the top: The tone set by the
Board and senior management is vital;
it is equivalent to the moral compass of
the organisation. In addition to having in
place comprehensive policies, we conduct
a robust self-assessment on the Group's
risk culture. Please refer to the risk culture
section on page 59 for more information.

* Aligning strategies and incentives via
the balanced scorecard: Please refer to
the section on “Our 2019 priorities” on
pages 26 to 33 for more information.

* Respecting the voice of control
functions: We believe that respect for the
voice of control functions is a key
safeguard. We ensure that control
functions are well integrated into our
organisational structure so that they can
properly discharge their responsibilities.

* Risk ownership: Please refer to page 56
for details on our three lines of defence.

* Having established escalation
protocols: We designed a notification
protocol that makes it mandatory for staff
to report significant incidents. This means
that the organisation is prepared to
receive bad news and take necessary

remedial actions without shooting the
messengers.

* Encouraging constructive challenges
at all levels: Fundamentally, we inculcate
a culture that encourages constructive
challenges and debate, where all views
are evaluated for decision-making. We
also operate a culture where we actively
engage the Board for their views early.

* Reinforcing cultural alignment: Finally,
we conscientiously reinforce our cultural
norms by rewarding right behaviours and
censuring wrong ones.

Risk Culture

Risk Culture is closely intertwined with

our corporate values and it encompasses
the general awareness, attitudes and
behaviour of our employees towards risks.
We enhanced our Risk Culture and Conduct
Survey in 2019 taking guidance from industry
benchmarks to provide additional insights.
The results indicated a satisfactory risk
culture bank-wide, which was consistent

with 2018.

In 2019, we continued to align ourselves with
the industry’s best practices and lessons
learnt to constantly drive improvements

in this area. On the governance front, the
Board streamlined the responsibilities of
the Board committees, and delegated the
oversight of conduct and risk culture matters
to the BRMC. Please refer to the Board
Highlights — 2019 section on page 44 for
more information. Creating awareness was
the key focus as we further embedded a
strong culture of risk and control across all
levels within the organisation. We refreshed
the “Tone from the Top” to ensure that a
consistent message is cascaded throughout
the organisation. In addition, we enhanced
our employee onboarding training and
digital communication channels to share
culture-related content and to aid managers
in strengthening the “Tone from the Middle".
We continue to place emphasis on conduct
as part of our compensation evaluation
process.

The DBS Code of Conduct
(Code of Conduct)

The Code of Conduct sets out the

principles and standards of behaviour

that are expected of employees of the
Group (including part-time and temporary
employees) when dealing with customers,
business associates, regulators and
colleagues. The principles covered in the
Code of Conduct include professional
integrity, confidentiality, conflicts of interests,
fair dealings with customers and whistle-

blowing. It also defines the procedures for
employees of DBS to report incidents and
provides protection for those staff for these
disclosures.

All employees of DBS are required to read
and acknowledge the Code of Conduct on

an annual basis. Members of the public

may access the Code of Conduct on DBS'
website, as well as write in via an electronic
feedback form on the website. The Code

of Conduct encourages employees of DBS

to report their concerns to DBS' dedicated,
independent investigation team within Group
Compliance which handles whistle-blowing
cases according to a well-defined protocol.
Alternatively, in case of actual or potential
conflict of interest or fear of retribution,
employees of DBS may write in confidence to
Human Resources, Group Audit, or even the
CEO or the Chairman. In addition, employees
of DBS have the option of using the DBS
Speak Up service.

Whistle-blowing policy

DBS Speak Up is a hotline service run by

an independent external party that gives
employees of the Group the opportunity

to speak up on misconduct and/ or wrong-
doing by a DBS employee, customer, vendor
or third party.

DBS Speak Up service includes:

* adedicated hotline number, website,
email address, fax number and postal
address for reporting of suspected
incidents of misconduct and wrongdoing;

* specialist call centre operators with
knowledge of individual organisations;

* expert forensic investigators to analyse
reports;

* timely reporting of incidents to dedicated
representatives within an organisation;
and

* recommendations on corrective action.

Accountability to our
stakeholders

Shareholder rights

DBS promotes fair and equitable treatment
of all shareholders. All shareholders

enjoy specific rights under the Singapore
Companies’ Act and DBSH's Constitution.
These rights include, among others, the right
to participate in profit distributions and the
right to attend and vote at general meetings.
Ordinary shareholders are entitled to attend
and vote at the AGM by person or proxy.
Indirect investors who hold DBSH shares
through a nominee company or custodian

bank or through a CPF agent bank may
attend and vote at the AGM.

DBS respects the equal information rights
of all shareholders and is committed to
the practice of fair, transparent and timely
disclosure. All price-sensitive information is
publicly released prior to any sessions with
individual investors or analysts.

The Board provides shareholders with
regular financial reports, which aim to give
shareholders a balanced assessment of
the Group's financial performance and
position. The Board also ensures timely
and full disclosure of material corporate
developments to shareholders.

Engagement with shareholders

Our investor relations activities promote
regular, effective and fair communication
with shareholders. Separate briefing sessions
were conducted for the media and analysts
when quarterly results were released. All
press statements and quarterly financial
statements have been published on our
website and the SGX website. A dedicated
investor relations team supports the CEO
and the CFO in maintaining a close and
active dialogue with investors. The DBS
website provides contact details for investors
to submit their feedback and raise any
questions.

During the year, we met with more than 600
debt and equity investors. We participated in
26 local and overseas investor conferences
and road shows. These meetings provide

a forum for management to explain our
strategy and financial performance, and
solicit analysts’ and investors’ perceptions

of DBS.

We have a disclosure policy to ensure that

all disclosures of material information are
timely, complete and accurate. The policy
sets out how material information should be
managed to prevent selective disclosure. Our
Group Disclosure Committee (GDC) assists
the CEO and the CFO in implementing the
disclosure policy. The GDC's objectives are
to: (a) periodically review DBS' disclosure
policy and update it as needed, (b) ensure
that all material disclosures are appropriate,
complete and accurate, and (c) ensure
selective or inadvertent disclosure of material
information is avoided.

Conduct of shareholder meetings

The AGM provides shareholders with the
opportunity to share their views and to meet
the Board, including the chairpersons of the
Board committees and certain members of
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senior management. Our external auditor is
available to answer shareholders’ queries. At
the AGM, DBS' financial performance for the
preceding year is presented to shareholders.

At general meetings, the Chairman plays a
pivotal role in fostering constructive dialogue
between shareholders, Board members and
management. DBS encourages and values
shareholder participation at its general
meetings. Resolutions requiring shareholders’
approval are tabled separately for adoption

Electronic poll voting process

at general meetings unless they are closely
related and are more appropriately tabled
together.

The minutes of our general meetings may be
accessed via our website. We have disclosed
the names of the Directors and senior
executives who attended the 2019 AGM as
well as detailed records of the proceedings
including the questions raised by the meeting
attendees.

To encourage greater investor participation,
the Board has decided to bring forward and
hold the 2020 AGM at the end of March 2020
instead of late April 2020. This will avoid the
AGM peak season in the last 2 weeks of April.

Managing Stakeholder
Relationships

Please refer to the section on “What our
stakeholders are telling us” on pages 74 and
75 for more information on how we manage
our stakeholder relationships.

DBS puts all resolutions at general meetings to a vote by electronic poll and announces the results by showing the number of votes
cast for and against each resolution and the respective percentages. DBS appoints an independent external party as scrutineers for
the electronic poll voting process. Prior to the commencement of the general meeting, the scrutineers would review the proxies and
the proxy process. DBS also has a proxy verification process which has been agreed upon with the scrutineers. At the general meeting,
mobile devices are used for poll voting. When shareholders register their attendance at the meeting, they are handed the mobile
device with details of their shareholdings registered to the device. The shareholder is able to view his or her name and shareholding
details which are clearly displayed on the device.

When the Chairman opens the poll on a resolution, the shareholder presses the relevant voting button on the device. Upon vote
submission, the shareholder will receive a vote response acknowledgment on the device. The results of the electronic poll voting are
announced immediately after each resolution has been put to a vote, and the number of votes cast for and against and the respective
percentages are displayed in real-time at the general meeting. DBS maintains an audit trail of all votes cast at the general meeting.
The outcome of the general meeting (including detailed results of the poll vote for each resolution) is promptly disclosed on SGXNET
within the same day after the conclusion of that meeting.
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Remuneration
report

We believe that our long-term success depends in large measure on the
contributions of our employees. Our remuneration framework is designed to
be consistent with market best practices, drive business strategy and create
long-term shareholder value. Remuneration policies and practices as set out
in the following report are governed by a set of sound principles which are in
compliance with various regulatory requirements.

1 Objectives of DBS remuneration strategy

DBS' remuneration policy, which is applicable to DBS Bank and all our subsidiaries and overseas offices, seeks to ensure that we are able to attract,
motivate and retain employees to deliver long-term shareholder returns taking into consideration risk management principles and standards set out
by the Financial Stability Board (FSB) and the Code of Corporate Governance.

When formulating our remuneration strategy, consideration was given to aligning our remuneration approach with DBS PRIDE! * values in order to
drive desired behaviours and achieve the objectives set out in our balanced scorecard.

The following shows the three main thrusts of our remuneration strategy and how they are implemented within DBS:

Pay for performance as measured against e Instill and drive a pay-for-performance culture
balanced scorecard e Ensure close linkage between total compensation and our annual and long-term
business objectives as measured by our balanced scorecard
* (Calibrate mix of fixed and variable pay to drive sustainable performance that is
aligned to DBS PRIDE! values, taking into account both “what” and "how" key
performance indicators (KPIs) are achieved

Provide market competitive pay * Benchmark our total compensation against other organisations of similar size and
standing in the markets we operate in
* Drive performance differentiation by benchmarking total compensation for top
performing employees against the upper quartile or higher in each market

Guard against excessive risk-taking * Focus on achieving risk-adjusted returns that are consistent with prudent risk
and capital management as well as emphasis on long-term sustainable outcomes
e Design payout structure to align incentive payments with the long-term
performance of the Group through deferral and clawback arrangements
* Design sales incentive plans to encourage the right sales behaviour

* Read more on our PRIDE! values on pages 32 and 67.
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2 Summary of current total compensation elements

The table below provides a description of total compensation elements, their purpose and implementation:

m

Salary e Attract and retain talent by ensuring e Set at an appropriate level, taking into account market
our fixed pay is competitive vis-a-vis dynamics as well as skills, experience, responsibilities,
comparable institutions competencies and performance of the employee

* Typically reviewed annually

Cash bonus and * Provide a portion of total e Based on DBS, business or support unit, and individual
deferred awards compensation that is performance- performance
linked * Measured against a balanced scorecard which is agreed to at
* Focus employees on the achievement the start of the year
of objectives which are aligned to e Awards in excess of a certain threshold are subject to a tiered

value creation for our shareholders
and multiple stakeholders
* Align to time horizon of risk

deferral rate that ranges from 20% to 60% with a minimum
deferred quantum

Country variations to the threshold and the form of deferrals may apply to address statutory requirements.

3 Determination of variable pay pool

The variable pay pool is derived from a combination of a bottom-up and top-down approach. It is underpinned by our aim to drive a pay-for-
performance culture which is aligned to our risk framework.

_

Determining total variable pay pool * Afunction of our overall balanced scorecard and benchmarked against market.
This is further calibrated against the following prisms:
- Risk adjustment through review of Return on Risk-Adjusted Capital (RORAC)
- Appropriate distribution of surplus earnings (after cost of equity) between
employees and shareholders

Allocating pool to business units * Pool allocation takes into account the relative performance of each unit against their
balanced scorecard as evaluated by the CEO
* Inputs from control functions such as Audit, Compliance and Risk are sought
* Country Heads are also consulted in the allocation process

Determining individual award * Unit heads cascade their allocated pool to their teams and individuals
* Individual variable pay determined based on performance against goals and DBS
PRIDE! values

The performance of control functions (Audit, Compliance and Risk) are assessed independently from the business units they support to prevent
any conflicts of interests. The remuneration of the Chief Risk Officer (CRO) and Group Head of Audit are endorsed by the Chairman of Board Risk
Management Committee and Audit Committee respectively and subsequently approved by the Board.

Sales employees are incentivised to promote the development of mutually beneficial long-term relationships with their customers, rather than a sole
focus on short-term gains. Non-financial metrics such as customer satisfaction and compliance with fair dealing principles are incorporated into their
KPIs. In 2019, we implemented deferral of sales incentives in the form of DBSH shares when such sales incentives exceeded a certain threshold.
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4 Deferred remuneration

e Foster a culture that aligns employees’ interests e Deferred remuneration is paid in restricted shares (DBSH Share Plan) and
with shareholders comprises two elements: the main award and retention award
* Enable employees to share in DBS' performance * The retention award constitutes 20% of the shares given in the main award and is
* Helpin talent retention designed to retain talent and compensate staff for the time value of deferral
* Deferred awards vest over four years, and will lapse immediately upon termination
of employment (including resignation) except in the event of ill health, injury,
disability, redundancy, retirement or death
e Special Award is sometimes awarded as part of talent retention

Vesting schedule Malus of unvested awards and clawback of vested awards

Main Award Malus and/ or clawback will be triggered by

* 33% vest two years after grant date e Material violation of risk limits

* Another 33% vest three years after grant date e Material losses due to negligent risk-taking or inappropriate individual behaviour
* Remaining 34% vest four years after grant date * Material restatement of DBS' financials due to inaccurate performance measures

¢ Misconduct or fraud

Retention Award
e 100% vest four years after grant date Vested and unvested awards are subject to clawback within seven years from the date

of grant

Employees on sales incentive plans whose incentives exceed a certain threshold are also subject to deferrals which vest over 3 years and a 15%
retention award.

Read more about the Share Plan on page 106.

5 Summaryof2019 remuneration outcomes

Our remuneration is linked to how we perform against our balanced scorecard (see pages 26 to 33) which is aligned to long-term value creation
for our stakeholders in a sustainable way (see pages 66 to 67). Based on our improved balanced scorecard, our variable pay pool was better than
the previous year. The Compensation and Management Development committee (CMDC) evaluated and approved the variable pay pool which was
subsequently endorsed by the Board of Directors (Board).

We used salary surveys conducted by an external compensation consultant, McLagan, as references for employee salary benchmarking purposes.
McLagan and its consultants are independent and not related to us or any of our Directors.

Senior management and material risk takers

In line with the principles set out by FSB, a substantial portion of remuneration (more than 50%) for our Senior Management as well as material
risk takers (i.e. other employees whose actions have a material impact on the risk exposure of the bank) are variable. The variable remuneration in
excess of a certain threshold are subject to deferral, thus ensuring alignment to the time horizon of risks.

The following charts show the mix of fixed and variable pay for both groups for performance year 2019:

Senior

Management

Note:

We do not provide any other forms of fixed and variable
remuneration aside from those disclosed in this section

Material risk
takers

® Fixed pay

@ Variable pay-cash

@ Variable pay-deferred shares and/ or deferred cash
(including retention awards)
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Our Senior Management's aggregate total remuneration in 2019 amounted to SGD 73.5 million, including the CEO's remuneration of
SGD 12.1 million. Excluding the CEO's remuneration which has been separately disclosed, the average increase in total remuneration of the
Senior Management who were members of the Group Management Committee for both 2018 and 2019 was 6.6%.

While corporate governance guidelines recommend that at least the top five key executives’' remuneration be disclosed, the Board believes that it
would be disadvantageous for us to do so because of the constant battle for talent in a highly competitive industry. This is consistent with banking
industry practice in the local market. However, we do provide additional information on the average increase in remuneration of our Senior
Management in the year as detailed above.

Breakdown of deferred remuneration awards

Category Senior Management ™ Material Risk Takers @

Total outstanding deferred remuneration®:

Cash 0.4%
Shares and share-linked instruments 99.6%
Other forms of remuneration -
Total 100.0%

Outstanding deferred and retained remuneration® ®:
Of which exposed to ex-post adjustments

Cash 0.4%
Shares and share-linked instruments 99.6%
Other forms of remuneration -
Total 100.0%

Total amendment during the year due to ex-post explicit adjustments®:

Cash - -
Shares and share-linked instruments = =
Other forms of remuneration - -
Total - -

Total amendment during the year due to ex-post implicit adjustments®:

Cash - -
Shares and share-linked instruments® (8.3)% 4.1)%
Other forms of remuneration - -
Total (8.3)% (4.1)%
Total deferred remuneration paid out in the financial year: 30.5% 31.4%
Headcount 21 227

(1) Senior Management (SM) is defined as the CEO and members of the Group Management Committee who have the authority and responsibility for DBS’ overall
direction and executing to strategy

(2) Material risk takers (MRTs) are defined as employees whose duties require them to take on material risk on our behalf in the course of their work. These can be either
individual employees or a group of employees who may not pose a risk to DBS’ financial soundness on an individual basis, but may present a material risk collectively

(3) Due to data confidentiality, the total amount of deferred and retained remuneration for SM and MRTs have been aggregated for reporting

4) Retained remuneration refers to shares or share-linked instruments that are subject to a retention period under a share retention policy

(5) Examples of explicit ex-post adjustments include malus, clawbacks or similar reversal or downward revaluations of awards. Examples of implicit ex-post adjustments
include fluctuations in the value of DBSH ordinary shares or performance units

(6) [No. of unvested DBSH ordinary shares as at 31 Dec 19 x share price as at 31 Dec 19] / [No. of unvested DBSH ordinary shares as at 31 Dec 18 x share price as at 31
Dec 18] -1
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Guaranteed bonuses, sign-on bonuses and severance payments

R N

Number of guaranteed bonuses 0 0
Number of sign-on bonuses 8

Number of severance payments 0 0
Total amounts of above payments made during the Financial Year (SGD ‘000) 4,904*

* Due to data confidentiality, the total amount of payments for SM and MRTs have been aggregated for reporting

Other provisions

We do not allow accelerated payment of deferred remuneration except in cases such as death in service or where legally required. There are no
provisions for:

* Special executive retirement plans;

* (Golden parachutes or special executive severance packages; and/or

* Guaranteed bonuses beyond one year.

Chief Executive Officer

Since becoming CEO in November 2009, Piyush Gupta has built DBS into an Asia banking leader with growing global stature. In a feat unmatched
by other banks globally, DBS became the first bank to concurrently hold three global best bank awards. This was achieved after we were named
“World's Best Bank” by leading global financial publication Euromoney, and comes on the back of two other global wins in 2018, when we were
recognised as being the best globally by Global Finance and The Banker. In 2019, Harvard Business Review also featured DBS among the top 10
most successful business transformations of the decade, with the likes of Netflix, Amazon, Microsoft and Alibaba.

The successive recognitions, which place DBS firmly in the global league, underscore Piyush's visionary leadership over the past 10 years, with DBS
being progressively transformed, first into an Asian banking powerhouse, and then a digital leader. Over this period, DBS' total income has more
than doubled, net profit has tripled, and market capitalisation has nearly doubled. In recognition of his outstanding contributions in the last decade,
in November 2019, the Board granted a one-time special recognition award of 80,000 shares*, subject to DBS' usual four-year vesting period.

The bank continued to deliver exceptional results in 2019 as well. Total income grew by 10% and net profit by 14%, with a record ROE of 13.2%.
Details of the performance against the balanced scorecard are available on pages 26 to 33.

In recognition of Mr Gupta’s 2019 performance, his present-year remuneration is:

Breakdown of remuneration for performance year 2019 (1 January - 31 December)

Salary Cash bonus™ Share Plan® Total®
remuneration SGD SGD SGD
SGD

Mr Piyush Gupta 1,200,000 4,585,000 6,265,000 76,542 12,126,542

(1) The amount has been accrued in 2019 financial statements

(2) At DBS, ordinary dividends on unvested shares do not accrue to employees. For better comparability with other listed companies, this figure excludes the estimated
value of retention shares amounting to SGD 1,253,000, which serve as a retention tool and compensate staff for the time value of deferral. This is also similar in
nature to practices in those companies which provide accrual of dividends for deferred awards

(3) Represents non-cash component and comprises club, car and driver

4) Refers to current year performance remuneration - includes fixed pay in current year, cash bonus received in following year and DBSH ordinary shares granted in
following year

* This figure excludes the number of retention shares amounting to 16,000 (see footnote 2 on explanation)
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How we create value -
our business model

Our business model seeks to
create value for stakeholders
in a sustainable way.

Our strategy is clear and simple. It defines the businesses that we will do and will not do. We use our resources to build competitive advantages.
We have put in place a governance framework to ensure effective execution and risk management. Further, we have a balanced scorecard to
measure our performance and align compensation to desired behaviours.

Read more about how we use our resources on pages 68 to 69.

Our resources How we create value Our stakeholders

Our strategy Differentiating ourselves

Our strategy
Our strategy is predicated on Asia’'s megatrends,

Brand including the rising middle class, growing intra-
regional trade, urbanisation, and the rapid adoption
of technology that is fuelling new innovations.

We seek to intermediate trade and capital flows as well
as support wealth creation in Asia. Our established

Customer

and growing presence in Greater China, South Asia
and Southeast Asia makes us a compelling Asian
bank of choice.

relationships

In Singapore, we serve all customer segments.
Outside Singapore, we traditionally serve corporates
and mass affluent segments. We have begun to
engage individuals and SMEs through digital and
ecosystem strategies to extend our reach in

growth markets.

Intellectual
capital

Making Banking Joyful

We seek to “Make Banking Joyful” by leveraging digital
Employees technologies and embedding ourselves seamlessly

into our customers' lives to deliver simple, fast and

contextual banking solutions offering differentiated

with a view to enrich lives, transform businesses and

drive sustainable outcomes.
Financial

» @30 F X

To achieve this, we are building six key capabillities:

leveraging digital for customer acquisition; eliminating

paper and driving automation to deliver instant

fulfilment; engaging customers digitally; building

ecosystem partnerships; becoming a data-driven
?hYSiCN company and incorporating sustainable principles
infrastructure into our financial products and corporate practices.

Read more about our strategy on pages 8, 18 to 41.

We periodically review our strategy, taking into
account emerging megatrends, the operating
environment and what our stakeholders are telling
us. These are material matters that can impact our
ability to create value.

Natural
resources

Read more about our material matters and stakeholder
engagement on pages 71 to 75.

Societal

A ) Our businesses
relationships

We have three core business segments:

* Institutional Banking
* Consumer Banking/ Wealth Management
* Treasury Markets

Read more about our businesses on pages 38, 40 and 180.
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customer experiences. We are here for the long term,

Banking the Asian Way

We marry the professionalism of a best-in-
class bank with an understanding of Asia’s
cultural nuances.

Asian relationships

We recognise that relationships have swings
and roundabouts and stay by our clients
through down cycles.

Asian service
Our service ethos is to be Respectful, Easy to
deal with and Dependable.

Asian insights
We know Asia better; we provide unique Asian
insights and create bespoke Asian products.

Asian innovation

We constantly innovate new ways of banking
as we strive to make banking faster and
simpler, while delivering contextualised and
relevant Asian products and services.

Asian connectivity

We work in a collaborative manner across
geographies and businesses, supporting our
customers as they expand across Asia.

Technology and infrastructure

Over the years, we have invested in our
people and skills, and rearchitected our
technological backbone to be digital to the
core (i.e. microservices, cloud-native, resilient
and scalable).

To further think and behave like big
technology companies where we can
respond to rapidly changing consumer
demands with agility and scale, we have
re-engineered our business and technology
towards a platform operating model where
business and technology work together with
shared KPIs in an agile manner.

In addition, we have embraced design
thinking to deliver customer-centric front-end
applications.

Nimbleness and agility

We are of a “goldilocks” size - big enough to
have meaningful scale yet nimble enough to
quickly act on opportunities. We are re-wiring
the organisation to create a startup culture.
This allows us to embed customer centricity
and drive internal collaboration by embracing
experimentation, entrepreneurship

and innovation.

Governing ourselves Measuring ourselves

Competent leadership Balanced scorecard

A strong, well-informed and fully engaged board We use a balanced scorecard approach to assess our

provides strategic direction to management. performance, track the progress we have made in . Shareholders
Management executes on strategy and drives executing our strategy and determine remuneration.

performance and organisational synergies. A matrix
reporting structure drives joint ownership between
regional function heads and local country heads.

The scorecard is divided into three parts and is
balanced in the following ways:

e Between financial and non-financial performance
indicators. Almost one-quarter of the total

Read more about our leaders on pages 4 to 7.

. Customers

Our PRIDE! values weighting is focused on control and compliance
Our PRIDE! values of Purpose-driven, Relationship- metrics. We have key performance indicators
led, Innovative, Decisive and Everything Fun! define (KPIs) to track progress made on our digital
what we stand for, and anchor how we do business transformation agenda and the value created
and work with one another. from digitalisation
. ' Employees
' e Across multiple stakeholders
We have translated these values into a set of « Between current-vear tareets and long-term
12 behaviours. These behaviours guide how we do , Y & &
. . . . strategic outcomes

business and how we interact with the community.
Read more about our PRIDE! values on page 32. The scorecard is updated yearly and approved

by the Board before being cascaded throughout
Effective internal controls the organisation, ensuring that the goals of every ' Society
Our internal controls framework covers financial, business, country and support function are aligned
operational, compliance and information technology to those of the Group. Performance is assessed
controls, as well as risk management policies against the scorecard to determine remuneration,
and systems. providing a clear line of sight between employee goals

and organisational imperatives. We have achieved
a well-established rhythm towards performance
monitoring and our rewards are closely linked to
scorecard outcomes.

Three lines of defence guard our operational
excellence: identification and management of risks

by units, independent oversight exercised by control
functions, and independent assurance by Group Audit.

. Regulators and
policy makers

. Read more about our balanced scorecard on pages 26 to 33.
Read more about our internal controls on pages 56 to 59. . .
Read more about our remuneration policy on pages 61 to 65.

Building a sustainable franchise

We aim to build a company that is here for the long
term. To do this, we believe in building a culture that
is mindful of our risk, compliance, environmental and
social responsibilities.

Rooted in our DNA is a role beyond short-term profit
maximisation, with a purpose to create social value
in innovative ways and playing a part to drive our
sustainability agenda.

Read more about our sustainability efforts on pages 100 to 101.

We leveraged technology and data to strengthen

and augment our risk management processes

and systems. We further created our own data
governance framework, implementing clear
regulatory, legal and ethical boundaries to ensure that
we use data in a respectful and responsible manner.

Read more about our governance efforts on pages 34 to 35.
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How we develop and
use our resources

Resources

X

Brand

A strong brand is an
important business
driver and allows us to
compete not just locally,
but also regionally.

=

Customer relationships

Putting customers at

the heart of what we

do helps differentiate
ourselves in an industry
as commoditised as
banking, enabling us to
build lasting relationships
and deepen wallet share.

Intellectual capital

One key type of
intellectual capital
pertains to how

we digitalise our
business. Our digital
transformation
encompasses
technology, customer
journey thinking and
a startup culture.

Employees

An agile and engaged
workforce enables us
to be nimble and react
quickly to opportunities.

Brand value according to
“Brand Finance Banking
500" report

Customers

- Institutional Banking

- Consumer Banking/
Wealth Management

Customer engagement

measures’

(1T=worst, 5=best)

- Wealth Management

- Consumer Banking

- SME Banking

- Large corporates
market penetration
ranking (Only Asian
bank in top 5)

Number of data and
analytics experts

Number of software
engineers

Number of external APIs

Digital connectivity

- Digital customers®
(consumer and
SME businesses) in
Singapore and
Hong Kong

- Digibank customers
in India and
Indonesia
(since launch)

- Channel share of
wealth customers
acquired digitally

Employees
Employee
engagement score

Voluntary
attrition rate

Training hours
per employee
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USD 8.5 bn USD 9.0 bn
as of as at
Feb 2020 Feb 2019
> 240,000 > 200,000
>10.8 m >10.0 m
4.25 4.29
4.23 4.21
430 4.27
4th 4th
> 700 > 500
> 5,900 > 4,700
> 500 > 350
3.3m 29m
3.25m 270 m
52% 38%
28,526 26,857
83% 82%
13% 15%
38.7 36.6

We utilise or enhance our resources to differentiate
ourselves and maximise value creation for our stakeholders
in the long run. Read more about how we distribute the
value created to our stakeholders on page 70.

DBS became the first bank to concurrently hold three global best
bank awards, comprising “World's Best Bank” by Euromoney, “Best
Bank in the World" by Global Finance and "Bank of the Year - Global"
by The Banker.

In 2019, Harvard Business Review also featured DBS among the top
10 most successful business transformations of the decade, with the
likes of Netflix, Amazon, Microsoft and Alibaba.

We remained ASEAN's most valuable bank brand in 2019, based on
Brand Finance's Banking 500 2020 annual global ranking.

Read more about this on pages 38 to 43.

In 2019, we grew our institutional banking base in our key markets,
including Singapore and India. For consumer banking, we grew our
base with digibank in India and Indonesia, and onboarded partners
to enhance our customer value proposition and accelerate
business growth.

We maintained strong customer engagement scores across
segments, and remain committed to improving customer journeys.

Read more about this on pages 38 to 43.

We developed and launched DBS MAX;, a seamless and instant
payment collection solution for our merchants across Singapore,
Hong Kong and India. In addition, we developed DBS IDEAL RAPID
to integrate real-time processing and facilitate business transactions
within customers' ecosystems.

Digital connectivity increased the customers base in Singapore and
Hong Kong and enabled us to expand in India and Indonesia.

Read more about this on page 22 and pages 29 to 31.

We continued to place employee development as our key priority
through heavy investment in upskilling and reskilling of every employee.

In 2019, we launched “Be My Guest” where an employee can sign up
to join another department’s offsite, townhall, meeting, or cross-
shadow a senior leader to understand a day in the life of someone.

We strengthened the bank's culture through refreshed PRIDE!
behaviours. A dual-rating system was introduced to emphasise the
“how”, in addition to the “what” in employees’ performance reviews.

“Anytime Feedback” was also launched to drive a culture of openness
and continuous improvement in every employee.

Read more about “Talent management and retention” in the
Sustainability Report.

Resources

O

Financial

Our strong capital base
and diversified funding
sources allow us to
support our customers
through good and bad
times, and enable us
to provide banking
solutions competitively.

Physical Infrastructure

Our best-in-class
technology and physical
infrastructure allow us to
be nimble and resilient.

W24

s

Natural Resources

We impact the natural
environment directly in
our operations, as well
as indirectly through
our customers and
suppliers.

W,
Societal relationships

We recognise that not
all returns can be found
in financial statements
and our licence to
operate comes from
society at large.

Shareholders’ funds
Customer deposits

Wholesale funding

Cumulative expenditure in
technology - rolling four
years

- Building for digital®

Electricity generated from
installed solar panels
(MWh)

Volume of renewable
energy certificates (RECs)
purchased (MWh)

Value of green loans,
renewable and clean
energy-related loans

Customers under Social
Enterprise Package

Value of social
enterprise grants
awarded

Number of social
enterprises nurtured

Number of Social Impact
Prize awarded

Employee volunteering
hours

SGD 51 bn SGD 49 bn
SGD 404 bn SGD 394 bn
SGD 57 bn SGD 46 bn
SGD 4.4 bn SGD 4.3 bn
SGD 1.9 bn SGD 1.8 bn
582 462
14,000 13,574
SGD 3.8 bn SGD 2.5 bn
597 534
SGD 1.30 m SGD 1.25 m
> 100 > 40

8 N.A
88,000 65,000

Our shareholders' funds continued to grow from retained earnings.
We also grew our customer deposits and diversified wholesale
funding sources.

Read more about this on page 20.

Over the past years, we invested in our technology platforms to
become digital to the core.

Read more about this on pages 14 to 15.

This year, we installed new solar arrays with capacity of more than
57 kWp on branches in Indonesia and Taiwan.

We provided green loans, renewable and clean energy-related
loans to our customers and supported them to improve
environmental performance.

Read more about “Responsible financing” and “Managing our
environmental footprint” in the Sustainability Report.

We were named the inaugural winner of the “Social Enterprise
Champion of the Year (Corporation)’ award at the President’s Challenge
Social Enterprise Awards 2019 in Singapore.

Through the DBS Foundation, we continued to advocate, nurture and
integrate social enterprises into the operations and culture of the bank.
We helped address their business challenges and grow their creative
ventures into innovative and sustainable businesses.

Our inaugural Social Impact Prize was awarded to innovative business
plans/ startups/ early-stage ventures that address pertinent social
challenges.

We continued to focus employees' volunteering efforts on key areas of
elderly, education and environment.

Read more about “Social entrepreneurship” and “Employee
volunteerism” in the Sustainability Report.

Through the enhancement of our resources, value is created.
We distribute this value to our stakeholders in several ways.

Read more on page 70.

(1) Scale: 1=worst and 5 = best. Source: Based on Customer Satisfaction Survey conducted by Scorpio Partnership, Ipsos and Qualtrics for Wealth Management, Ipsos
and Qualtrics for Consumer Banking, Aon Hewitt for SME banking and Greenwich Associates for large corporates market penetration ranking

(2)  Adigital customer has either (within the past 12 months); (i) made a product purchase or segment upgrade via a digital channel; (ii) done more than 50% of financial
transactions via digital channels; or (iii) done more than 50% of non-financial transactions via digital channels

(3) This relates to technology spend on specific IT initiatives and enhancements, depreciation and new licence costs

How we develop and use our resources 69
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How we distribute

value created
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46%

Shareholders

Dividends paid to ordinary
and preference shareholders
and holders of perpetual
capital securities

46%

2019

29% 10%

Retained earnings Employees

business growth

SGD 8.56 bn

Distributable
financial value

to employees through
variable cash bonus and
long-term incentives

29%

10%

15%

Society
Retained for Discretionary bonus paid Contributions to society

through direct and indirect taxes,
and community investments
including donations, in-kind
contributions and associated
management costs

We distribute value to our stakeholders in several ways. Some manifest themselves
in financial value while others bring about intangible benefits.

We define distributable financial value

as net profit before discretionary bonus,
taxes (direct and indirect) and community
investments. In 2019, the distributable
financial value amounted to SGD 8.56 billion
(2018: SGD 7.52 billion).

In addition, we distribute non-financial value
to our stakeholders in the following ways.
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Customers

Delivering suitable products in an innovative,
easily accessible and responsible way.

Read more about this on pages 38 to 43.

Employees

Training, enhanced learning experiences
as well as health and other benefits for our
employees.

Read more about “Talent management and
retention” in the Sustainability Report.

Society

Supporting social enterprises, promoting
financial inclusion, investing in and
implementing environmentally-friendly
practices.

Read more about “Social entrepreneurship”
in the Sustainability Report.

Regulators

Active engagement with local and global
regulators and policy makers on reforms
and new initiatives that help to maintain the
integrity of the banking industry.

Read more about this on page 74.

Material
matters

Identify

We identify matters that may
impact the execution of our
strategy. This is a group-wide
effort taking into account input
from all business and support
units, and incorporating
feedback from stakeholders.

Read more about our stakeholder
engagement on pages 74 to 75.

Integrate

Those matters that are material
to value creation are integrated
into our balanced scorecard,
which is used to set objectives,
drive behaviours, measure
performance and determine the
remuneration of our people.

Read more about our balanced
scorecard on page 26.

Material matters have the mostimpact on our ability
to create long-termvalue. These matters influence how
the Board and senior management steer the bank.

We review material matters annually for relevance and prioritisation.

This year, we elevated the materiality for “Climate change”, “Responsible financing”,
“Preventing financial crime”, “Talent management and retention”, “Data governance”
and “Cyber security”. The elevation reflected increased attention from stakeholders,
as well as our expanded efforts to create value in these same matters.

Read more about material ESG matters in the Sustainability Report.

Materiality matrix

Importance to stakeholders

Importance in DBS’ value creation

Material matters 71
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Material matters

72

Macroeconomic,
geopolitical and
demographic
trends

Cyber
security

Digital
transformation and
changing consumer
behaviour

DE] ]
governance

Preventing
financial crime

Responsible
financing

Climate
change

Transparency

Talent
management
and retention

Financial
inclusion

Fair
dealing

Evolving regulatory
and reporting
landscape

What are the risks?

The impact of US-China tensions, a global synchronised slowdown, and a declining interest rate environment
on banks.

The prevalent threat of cyber attacks on financial institutions remains one of our top concerns.

Technology and mobility are increasingly shaping consumer behaviour. Additionally, non-financial organisations
can obtain digital banking licences, gaining access to customers previously serviced by banks.

The increasing intensification of data collection and data use trends have cultivated deeper sensitivities to data
governance and data use.

Financial crime gives rise to regulatory and reputation risk. The hefty fines and severe penalties would impact
business operations.

Our financing assimilates environmental, social and governance (ESG) risks to promote sustainable economic
growth and our long-term stability. Failure to do so may give rise to credit and reputational risks.

Societal expectations demand that banks lend to appropriate and responsible corporate activities that help
address the global ESG challenges we face.

In the Intergovernmental Panel on Climate Change (IPCC) special report, climate change poses an increasing threat
to mankind and the global economy. Transitioning to a low-carbon economy may entail extensive policy, legal,
technology and market changes. Physical risks such as frequent or severe weather events may also give rise to
credit, operational and reputational risks.

Calls for more transparency in disclosure have been made to promote good governance, trust and decision-making.

Attracting and retaining talent is crucial to our succession planning and expansion into new areas. In this digital
age, employees upskill and reskill to continue contributing to the future of banking.

While Asia’s rapid economic growth and development have led to an improvement in living standards across the
region, certain marginalised segments remain underserved in financial services.

Developing niche products for such segments may come at relatively high operating and credit costs for banks and
erode shareholder value.

Banks are expected to deal honestly, transparently and fairly with customers - concepts which are articulated more
explicitly in fair dealing standards. Failure to observe such standards gives rise to compliance and reputational risks
and erodes the trust of stakeholders.

The evolving regulatory and reporting landscape - including Basel reforms, financial crime risks (encompassing
money laundering and sanction risks), data privacy, cyber security and conduct legislation - may affect banks'
existing business models and give rise to compliance and reputational risks.
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Where do we see the opportunities? What are we doing about it?

Asia’s fundamentals - growing affluence, urbanisation, consumption and infrastructure
investments support long-term prospects for banks.

A cyber security strategy that is defined and executed well gives confidence to customers
and can differentiate us.

The ability to upgrade our infrastructure and technology prevents us from losing relevance.

A successful digital transformation will allow us to respond and innovate quickly to deliver
simple, fast and contextual banking to our customers. This will help us protect our position
in key markets as well as extend our reach into emerging markets.

We build customers’ confidence and trust through our strong focus in corporate governance
around the responsible use of data. It is aligned to our PURE principles (Purposeful,
Unsurprising, Respectful and Explainable).

Our strong controls around KYC, and the use of data analytics, strengthen our capabilities to
combat financial crime. These create an effective risk and control approach, differentiating us
from our peers.

Investors are attracted to financial institutions with strong responsible financing practices. They
favour those with a good ESG track record and contribute to sustainable development.

Banks can play a vital role in financing new or changing business models to help manage
climate risk.

Opportunities include areas such as energy efficiency, adoption of low-emission energy
sources, building resilience along supply chains and others.

We continue to embrace best practices in the Code of Corporate Governance 2018 issued by
the Monetary Authority of Singapore and recommendations by Task Force on Climate-related
Financial Disclosures (TCFD).

With our strong human capital practices, we are well-poised to upskill and reskill our
employees to ensure that they are resilient and equipped for work of the future.

Our strong organisation culture and compelling employee value proposition enable us to
continue attracting and retaining good talent for the bank.

With technological advancements and targeted partnerships, we see opportunities to
reduce operating costs and develop a more inclusive financial system. This aligns with
our digital agenda.

Customers are more likely to do business with us if they trust that we are fair and
transparent.

With capital well above regulatory requirements, we are in a strong position to serve existing
and new customers. We also have greater flexibility for capital and liquidity planning.

As a leading bank in our markets, we are well-positioned to provide appropriate and timely
responses to regulators and policy makers on regulatory requirements.

Our broad-based franchise, shift towards
higher-returns businesses, nimble execution
and strong balance sheet will enable us

to continue mitigating risks and capturing
regional opportunities.

Read more in “CEO reflections” on page 18.

Read more in “CRO statement” on page 34 and “Cyber
security” in the Sustainability Report.

Read more in "Institutional banking" on page 38
and "Consumer Banking/ Wealth Management" on
page 40.

Read more about “Data governance” in the
Sustainability Report.

Read more in “CRO statement” on page 34
and “Preventing financial crime” in the
Sustainability Report.

Read more about “Responsible financing” in the
Sustainability Report.

Climate change is a wide topic addressed in
various parts of our business.

Read more about “Climate change”, “Managing our
environmental footprint”, “Responsible financing” and
“Sustainable procurement” in the Sustainability Report.

Read more about “Corporate governance” on page 44
and “Climate change” in the Sustainability Report.

Read more about “Talent management and retention”
in the Sustainability Report.

Read more about “Financial inclusion” in the
Sustainability Report.

Read more about “Fair dealing” in the
Sustainability Report.

Read more in “CFO statement” on page 20, “CRO
statement” on page 34 and “Capital management and
planning” on page 95.

Material matters
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Regulators and

policy makers

We strive to be a good corporate
citizen and long-term participant in
our markets by providing input to
and implementing public policies.
More broadly, we seek to be a
strong representative voice for Asia

Pursuing the greater good

What our
stakeholders

Customers

We interact with customers to better understand
their requirements so that we can propose the
right financial solutions for them.

Shareholders

We provide timely and detailed disclosures
for investors to make informed investment
decisions on DBS. We also seek their
perspectives on our financial performance
and strategy.

Employees

We communicate with our employees
using multiple channels to ensure
they are aligned with our strategic
priorities. This also allows us to be up
to date with their concerns.

Society
We engage the community to better understand the
role we can play to address the needs of society.

are telling us

Quarterly results briefings

One-on-one and group meetings with
more than 600 investors

Investor roadshows and conferences

* Multiple channels including digital banking, .
call centres and branches

* One-on-one interactions with relationship
managers and senior management .

* Active interaction and prompt follow-up to

“DBS Open” - quarterly
group-wide townhalls hosted
by CEO Piyush Gupta

“Tell Piyush” - an online forum where
employees can freely share their

Meetings with social enterprises (SEs) to discuss their progress, share
experiences, and understand their specific challenges

Community partners/ social service agencies were engaged to understand
concerns from ground up, such as the challenges our beneficiaries - the
elderly, underprivileged and disadvantaged - face and areas where we can

in industry and global forums.

Meetings/ consultations with
governments, regulators and
public policy agencies, led by
our country chief executives

Advising public policy agencies,

[
g’o queries/ feedback received via social media feedback and post their questions effectively support them including IMDA, with CEO Piyush
Dia IO uea nd g0 such as Facebook, LinkedIn and Twitter ineCEY Connecting to government bodies and associations including Singapore tGut[.%ta:Csj a counco\ melrlnber
g () * Regular customer engagement and * Regular department townhalls and Centre for Social Enterprise, Community Chest as well as networks such as tﬁ E?:h' V||SL<]7W ?:2? OT
COI Ia boration Wlth g satisfaction surveys events held by senior management Asian Venture and Philanthropy Network and UN Global Compact to continue | te " <@ sedoD ; fficia
S +  Engagement of customers through customer to engage their teams on business dialogue, engagement and support where necessary ntefligence and Lata
our key Sta kehOIderS = journey workshops and customer immersions PRITE; peﬁormance oEls et (eitneT Strong partnerships with academic institutions like Singapore Management : Prowdmg dgta Il iU it
S areas of interest g : . 4 : leadership in support of
. o . . ° University - Institute of Innovation and Entrepreneurship and Lien Centre for lators’ efforts t d
pFOVIde |nS|ghtS |nt0 I * Different channels for employees to Social Innovation to support tackling real-world sustainability challenges ;ig'st?incgiineanirias\ S?;"SEJ
reach out to HR to provide feedback ] p . " : ; i
matters Of releva nce : Being the “People’s Bank”, POSB plays an active role in engaging the . ) S
o gk epuesilons community within our neighbourhoods and partnering with various Acttlve ;?Egrtlcipagontm f
to them. ¢ Annual employee engagement survey agencies such as Community Development Councils, Infocomm Media international InAustry forums

Our key stakeholders are those who
most materially impact our strategy or
are directly impacted by it. They comprise
our shareholders, customers, employees,
society, regulators and policy makers.

Engagement with stakeholders provides
us with an understanding of the matters
they are most concerned with. These
matters help us define our strategic
priorities and guide our initiatives.

What were the key topics raised
and feedback received?

How did we respond?

Impact of macroeconomic headwinds and
geopolitical uncertainty on our performance

and ROE

2. Outlook for dividends

Updates on digitalisation and our
broader strategy

Progress on our sustainability agenda

. We provided detailed disclosures and
commentary on our financial performance

and earnings outlook.

. We affirmed our policy of paying sustainable

and progressive dividends.

. The progress of our digitalisation agenda was
disclosed and we affirmed its primacy in our

growth strategy.

. We sought feedback on our Sustainability

1. Through different feedback channels, customers 1.

provided insights on how we could make
banking simpler, faster and more seamless

2. Positive feedback on how we delivered
our products and services to customers -
particularly via our people channels such
as branches, Relationship Managers and
Treasures Centres

1. We continued to incorporate the voice of 1.

customers in the design of our products
and services, enabling us to deliver
better customer experience.

2. Positive feedback affirmed our PRIDE!
values in shaping the way we do

business and work with each other. 2.

Read more in “Institutional Banking”
on page 38 and “Consumer Banking/ Wealth

Report published last year. We also described ~ Management” on page 40.

our progress in embedding sustainability
principles into our business practices.

Read more in “CFO statement” on
page 20 and “Sustainability overview”
in the Sustainability Report.

In 2019, 365 questions and
comments covering topics such

as overall corporate strategy and
business, culture, technology and
workplace management, employee
benefits and welfare, and
customer experience, were raised
by employees through “Tell Piyush”

In our employee engagement
survey, we scored very well on
“Customer Focus’, “Learning and
Development”, “Risk and Control
Culture” and “Diversity and Inclusion”.
Comparatively, we scored higher
than APAC Best Employers for
“Learning and Development”, “Risk
and Control Culture” and “Diversity
and Inclusion. We can improve in
“Enabling Productivity” and “Rewards
and Recognition”

Piyush personally responded to all the
questions and comments raised on
“Tell Piyush” to address employees’
concerns. Where applicable, issues or
suggestions were directed to relevant
departments for follow-up.

There are follow-ups to our annual
employee engagement survey. Results
are analysed at group, business unit,
support unit and country levels, with
respective teams addressing areas
that can be improved upon. In 2019,
we invested significant resources in
strengthening managerial capabilities
through an in-house development
programme, managerial diagnostics
and new feedback mechanisms.

We continued to strengthen the
bank's culture by refreshing our
PRIDE! behavioural descriptors,

and emphasising them in our
performance and development
review for all employees.

Development Authority (IMDA) and the People’s Association to make a
difference in society at large

Increased focus on sustainability and climate change matters - the public
is demanding that banks exert greater influence on their customers and
employees to act responsibly in environmental, social and governance
matters

. As the world digitises, segments of the elderly population have expressed the

need for digital literacy education

. SEs continued to face challenges such as the lack of funding, commercial and

operations expertise. They expressed the need for targeted training to grow
their talent management, digital and traditional marketing as well as financial
and data management capabilities

. The landscape of SEs is in different stages of growth - from ideation,

prototyping, revenue generating, profit making and scaling. Each stage has its
unique challenges and developmental needs

. Our award-winning mini-series Sparks (second season) was inspired by true

stories of SEs and was aired across various digital channels. Since the launch,

it garnered over 144 million views across the region. The series advocates

that people reduce plastic pollution, and be more inclusive of marginalised
populations, among others. We continued to promote the message of “Recycle
more, Waste less” through campaigns in leading dailies and on digital channels.

. Inthe POSB Active Neighbours programme, seniors are appointed as “digital

ambassadors” who proactively share tips and information on digital banking
at the bank's branches and events. In 2019, two of our digital ambassadors
were appointed by the IMDA as Silver Infocomm Wellness Ambassadors.
Our “People of Purpose” volunteering programmes, focused on the elderly,
education and environment protection, were designed and executed by our
employees to address the concerns of our beneficiaries.

. DBS Foundation shaped its signature SE Grants programme to scale up SEs’'

businesses and impact. Additionally, we supported early stage enterprises
who are in the ideation and prototyping stage with Social Impact Prizes which
attend to their immediate growth needs. Through these two programmes, we
are able to support SEs across different stages of growth.

. We continued to conduct masterclasses and clinics for SEs in areas such

as data analytics, innovation, digital marketing and HR. Our “Done-in-a-Day”
programme brings SEs and skills-based employees together to solve business
challenges together. The insights garnered, advice and strategic support
provided were greatly valued by the participating SEs.

on financial regulation

During the year, key regulatory
and reporting issues surrounding
the banking industry included:

¢ Preventing financial crime

e Cyber security

* Data governance and
data privacy

e Fair dealing and conduct

DBS remains the only bank

in Singapore to be certified
with the IMDA Data Protection
Trustmark (DPTM). We are
actively participating in

IMDA's outreach to promote
DPTM, including hosting
industry sessions to share our
certification journey. We also
continued to lead discussions
on developing digital
ecosystems for our clients,
enhancing our governance
framework, and using data and
analytics to improve financial
crime risk management. We
contributed timely responses
to consultations and sponsored
ongoing technological initiatives
in the fintech and regtech
sectors.

Read more about “Risk
management” on page 76,
“Preventing financial crime”

Read more about “Talent management

P O and “Fair dealing” in the
and retention” in the Sustainability Report.

Read more about “POSB” on page 42, “Social entrepreneurship” and rellr et
Sustainability Report.

“Employee volunteerism” in the Sustainability Report.
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Risk .
3 Riskgovernance

m a n age m e n t The Board oversees DBS' affairs and provides sound leadership for the CEO and management. Authorised by the Board, various Board committees
oversee specific responsibilities based on clearly defined terms of reference.

Under our risk management approach, the Board, through the Board Risk Management Committee (BRMC), sets our Risk Appetite, oversees the
establishment of enterprise-wide risk management policies and processes, and sets risk appetite limits to guide DBS' risk-taking.

Group Management Location Board and Management

The sections marked by a grey line in the left margin form part of the Group’s audited financial
statements. Please refer to Pillar 3 and Other Regulatory Disclosures for other risk disclosures.

Group Board

1 Risk overview Market risk external events. It includes legal risk, but
Busi d strategic risk Risk arising from adverse changes in interest excludes strategic and reputational risk.
usiness anda strategicris ; i : . :
e - 8 rates', foreign exchange rate;, eqwty prices, Read more about this on page 92. Board Executive Committee
Overarching risk arising from adverse credit spreads and commaodity prices, as well
business and economic changes materially as related factors. Reputational risk Board Audit Committee Group Executive Committee Location Board/ Board Committees ~ *]
affect DBS' long-term objectives. This risk . o
: Read more about this on page 86. Risk that arises if our shareholder value
is managed separately under other includi . d ital) is ad | N : : -—
governance processes L . (including earnings and capital) is adversely Nominating Committee Group Management Committee
) Liquidity risk affected by any negative stakeholder
Read more about this on page 71. Risk that arises if DBS is unable to meet percep‘t]on of DBS Image. This |r.1ﬂuenlces Compensation and Management Group Asset and Liability Committee Location Management Committees  *—
o financial obligations when they are due. our ability to establish new relationships Development Committee
c."ed'.t. risk ' . or services, service existing relationships Group Cabital Committee ion Risk . |
R|§k arising from bprrowers or counterparties Read more about this on page 88. and have continued access to sources of B — pLap Location Risk Committees
failing to meet their debt or contractual Operational risk funding. Reputational risk usually occurs _' . .
obligations. i o } o when the other risks are poorly managed. Group Disclosure Committee Business Control Committees .
Risk arising from inadequate or failed internal
Read more about this on page 79. i
peg processes, people or systems, or from Read more about this on page 94. Fair Dealing and Conduct Committee
Group Human Capital Committee
2 Risk-taking and our business segments _
o

As we focus on Asia’'s markets, we are exposed to concentration risks within the region. We manage this by diversifying our risks across industries

and individual exposures. In addition, DBS relies on the specialist knowledge of our regional markets and industry segments to effectively assess Group Credit Risk Committee —
our risks. The chart below provides an overview of the risks arising from our business segments. The asset size of each business segment reflects its
contribution to the balance sheet, and the risk-weighted assets (RWA) offer a risk-adjusted perspective. Group Credit Policy Committee

Refer to Note 45 to the financial statements on page 180 for more information about DBS’ business segments
Group Credit Risk Models Committee

Consumer

Institutional Group Market and Liquidity Risk

Banking/ Wealth Treasury Markets Committea ]

Bankin
Management ing

Group Operational Risk Committee

Assets® 117,088 278,336 105,538 72,814 573,776
Risk-weighted assets 45,721 191,803 42,837 23410 303,771 Group Scenario and Stress Testing
Committee
% of RWA Consumer Institutional .
Banking/ Wealth . Treasury Markets Others® Product Approval Committee
Banking
Management
Credit risk 82% 94% 40% 72% 83% Note: The lines reflect possible escalation protocols and are not reporting lines per se
Market risk 0% 0% 56% 20% 9%
Operational risk 18% 6% 4% 8% 8%

(a) Encompasses assets/ RWA from capital and balance sheet management, funding and liquidity activities, DBS Vickers Group and The Islamic Bank of Asia Limited
(b) Before goodwill and intangibles
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The BRMC also oversees the identification, monitoring, management and reporting of credit, market, liquidity, operational and reputational risks.
To facilitate the BRMC's risk oversight, the following risk management committees have been established.

Risk management committees

Risk Executive Committee (Risk EXCO) As the overall executive body regarding risk matters, the Risk EXCO oversees

DBS' risk management as a whole.
Group Credit Risk Committee (GCRC) Each of the committees reports to the Risk EXCO, and the committees as a whole serve as

an executive forum to discuss and implement DBS' risk management.
Group Credit Policy Committee (GCPC)

Key responsibilities:
Group Credit Risk Models Committee
(GCRMCQ) * Assess and approve risk-taking activities
e Qversee DBS' risk management infrastructure, which includes frameworks, decision
criteria, authorities, people, policies, standards, processes, information and systems
(GMLRO) * Approve risk policies such as model governance standards, stress testing scenarios,
and the evaluation and endorsement of risk models
* Assess and monitor specific credit concentration
Group Scenario and Stress Testing Committee * Recommend stress-testing scenarios (including macroeconomic variable projections)
(GSSTC) and review the results

Group Market and Liquidity Risk Committee

Group Operational Risk Committee (GORC)

The members in these committees comprise representatives from the Risk Management
Group (RMG) as well as key business and support units.
Product Approval Committee (PAC) The PAC oversees new product approvals, which are vital for mitigating risk within DBS.
The committee assesses the reputational risk and suitability of products. In addition, the
committee assesses whether we have the appropriate systems to monitor and manage the
resulting risks.

Most of the above committees are supported by local risk committees in all major locations, where appropriate. These local risk committees oversee
the local risk positions for all businesses and support units, ensuring that they keep within limits set by the Group risk committees. They also
approve location-specific risk policies.

The Chief Risk Officer (CRO), who is a member of the Group Executive Committee and reports to the Chairman of the BRMC and the CEO, oversees
the risk management function. The CRO is independent of business lines and is actively involved in key decision-making processes. He often engages
with regulators to discuss risk matters, enabling a more holistic risk management perspective.

Working closely with the risk and business committees, the CRO is responsible for the following:

*  Management of DBS' risks, including systems and processes to identify, approve, measure, monitor, control and report risks
e Engagement with senior management about material matters regarding all risk types

e Development of risk controls and mitigation processes

e Ensuring DBS' risk management is effective, and the Risk Appetite established by the Board is adhered to

4 Risk Appetite

DBS' Risk Appetite is set by the Board and governed by the Risk Appetite Policy. This also serves to reinforce our risk culture through ‘tone from
the top’ articulation of risks that we are willing to accept. A strong organisational risk culture, including an appropriate incentive framework
(refer to "Remuneration Report” section on page 61), helps to further embed our Risk Appetite.

4.1 Riskthresholds and economic capital usage

Our Risk Appetite takes into account a spectrum of risk types and it is implemented using thresholds, policies, processes and controls.

Threshold structures are essential in making DBS' Risk Appetite an intrinsic part of our businesses because they help to keep all our risks within
acceptable levels. Portfolio risk limits for the quantifiable risk types reach all parts of DBS from the top down, and these are implemented using
formal frameworks. As for the non-quantifiable risk types, these are controlled using qualitative principles.

To ensure that the thresholds pertaining to our Risk Appetite are completely risk sensitive, we have adopted economic capital (EC) as our primary
risk metric. EC is also a core component in our Internal Capital Adequacy Assessment Process (ICAAP).

Risk Appetite is managed through a capital allocation structure to monitor internal capital demand. The diagram below shows how risk is managed
along the dimensions of customer-facing and non-customer-facing units.
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Headroom

Customer-facing

Eligible Total Capital (ETC)

Non-customer-facing

! !

Operational Residual risk
risk + surplus

Consumer Institutional Central Treasury Capital
Banking/ Banking Operations Markets Markets
Wealth Group
Management
Credit Risk Credit Risk Credit Risk Credit Risk Market Risk
Market Risk Market Risk Market Risk

As a commercial bank, DBS allocates more EC to our customer-facing units, as compared to non-customer-facing units. A buffer is also maintained
for other risks, such as country, reputational, model risks, etc.

The following chart provides a broad overview of how our Risk Appetite permeates throughout DBS. Refer to Sections 5 through 9 for more

information about each risk type.

Capital allocation*

|
! | |

Credit risk Market risk Operational risk Liquidity risk Reputational risk
e Obligor e Business Unit e Currency
e |Industry e Location
e Country
(transfer risk)
l
Manage concentration Manage market risk by Manage through policies Manage through Manage through policies
risk by using triggers using limits and standards maintaining and standards
and limits counterbalancing
capacity to meet the
liquidity risk exposure
* Refer to Capital allocation diagram above

4.2 Stresstesting

Stress testing is an integral part of our risk
management process. It includes both
sensitivity analysis and scenario analysis
and is conducted regularly. In particular,
the ICAAP (a group-wide exercise spanning
risk types) is performed annually. On top
of this, additional stress tests are carried
out in response to microeconomic and
macroeconomic conditions or portfolio
developments. Every stress test is
documented and the results are discussed
at the BRMC.

Stress testing alerts senior management to
our potential vulnerability to exceptional but
plausible adverse events. As such, stress
testing enables us to assess capital adequacy
and identify potentially risky portfolio
segments as well as inherent systematic
risks. This then allows us to develop the

right contingency plans, exit strategies and
mitigating actions beforehand.

The ICAAP ensures our business plans are
consistent with our Risk Appetite. This is
done by comparing the projected demand
for capital to the projected supply of capital
under various scenarios, including severe
macroeconomic stress.

5 Creditrisk

The most significant measurable risk DBS
faces - credit risk - arises from our daily
activities in our various businesses. These
activities include lending to retail, corporate
and institutional customers. It includes the
risk of lending, pre-settlement and settlement
risk of foreign exchange, derivatives and

debt securities.

Refer to Note 42.1 to the financial statements on

page 170 for details on DBS’ maximum exposure
to credit risk.
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5.1 Creditrisk management
atDBS

DBS' approach to credit risk management
comprises the following building blocks:

Risk methodologies

Processes, systems and reports

Policies

The dimensions of credit risk and the scope
of its application are defined in the Group
Credit Risk Management Policy. Senior
management sets the overall direction

and policy for managing credit risk at the
enterprise level.

The Group Core Credit Risk Policies (CCRPs)
established for Consumer Banking/ Wealth
Management and Institutional Banking set
forth the principles by which DBS conducts
its credit risk management and control
activities. These policies, supplemented by

a number of operational standards and
guidelines, ensure consistency in identifying,
assessing, underwriting, measuring, reporting
and controlling credit risk across DBS, and
provide guidance in the formulation of
business-specific and/ or location-specific
credit risk policies and standards.

The operational standards and guidelines are
established to provide greater details on the
implementation of the credit principles within
the Group CCRPs and are adapted to reflect
different credit environments and portfolio
risk profiles. The CCRPs are approved by

the GCPC.

Risk methodologies

Credit risk is managed by thoroughly
understanding our corporate customers

- the businesses they are in, as well as the
economies in which they operate. Itis also
managed through statistical models and data
analytics for retail customers.

The assignment of credit risk ratings and
setting of lending limits are integral parts of
DBS' credit risk management process, and
we use an array of rating models for our
corporate and retail portfolios. Most of these
models are built internally using DBS' loss
data, and the limits are driven by DBS' Risk
Appetite Statement and the Target Market
and Risk Acceptance Criteria (TMRAC).

Wholesale borrowers are assessed
individually using both judgmental credit risk
models and statistical credit risk models.
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They are further reviewed and evaluated

by experienced credit risk managers who
consider relevant credit risk factors in the
final determination of the borrower’s risk. For
some portfolios within the SME segment, DBS
also uses a programme-based approach to
achieve a balanced management of risks and
rewards. Retail exposures are assessed using
credit score models, credit bureau records
as well as internally and externally available
customer behaviour records supplemented
by our Risk Acceptance Criteria (RAC). Credit
applications are proposed by the business
unit, and applications outside the RAC are
independently assessed by the credit risk
managers.

Refer to Section 5.3 on page 83 to read more about
our internal credit risk models.

Pre-settlement credit risk for traded products
arising from a counterparty potentially
defaulting on its obligations is quantified

by evaluation of the market price plus
potential future exposure. This is used to
calculate DBS' regulatory capital under the
Current Exposure Method (CEM), and is
included within DBS' overall credit limits to
counterparties for internal risk management.

We actively monitor and manage

our exposure to counterparties for
over-the-counter (OTC) derivative trades

to protect our balance sheet in the event
of a counterparty default. Counterparty

risk exposures that may be adversely
affected by market risk events are identified,
reviewed and acted upon by management,
and highlighted to the appropriate risk
committees. Specific wrong-way risk arises
when the credit exposure of a counterparty
(from the traded product transaction) directly
correlates with the probability of default

of the counterparty. DBS has a policy to
guide the handling of specific wrong-way
risk transactions, and its risk measurement
metric takes into account the higher risks
associated with such transactions.

Issuer default risk that may also arise from
derivatives, notes and securities are generally
measured based on jump-to-default
computations.

Concentration risk management

Our risk management processes, which are
aligned with our Risk Appetite, ensure that
an acceptable level of risk diversification is
maintained across DBS.

For credit risk, we use EC as our
measurement tool, since it combines the
individual risk factors of the probability
of default (PD), loss given default (LGD)

and exposure at default (EAD), as well as
portfolio concentration factors. Granular
EC thresholds are set to ensure that the
allocated EC stays within our Risk Appetite.

Thresholds are set on major industry groups
and single counterparty exposures and
notional limits are established for country
exposures. Governance processes are in
place to ensure that our exposures are
regularly monitored with these thresholds

in mind, and appropriate actions are taken
when the thresholds are breached.

DBS continually examines how we can
enhance the scope of our thresholds
to improve the management of
concentration risk.

Environmental, social

and governance risk

Responsible financing, covering
environmental, social and governance (ESG)
issues, is a topic of increasing importance to
societal constituents, and one that affects
investing and lending decisions across the
bank. DBS recognises that our financing
practices have a substantial impact on society
and failure of our customers to appropriately
manage ESG issues can directly impact their
operations and long-term economic viability,
and the communities and environment in
which they operate.

The Board approves DBS' overall and specific
risk governance frameworks and oversees an
independent Group-wide risk management
system, including responsible financing.

DBS had established a Group Responsible
Financing Standard that documents our
overarching approach to responsible
financing and additional assessment required
when entering into transactions with elevated
ESG risks. The requirements of this Standard
represent the minimum standards for DBS
and we have also sought alignment, where
possible, with international standards

and best practices. Where significant ESG
issues are identified, escalation is required

to the relevant industry specialist and IBG
Sustainability Office for further guidance
before submitting the credit memorandum
to the credit approving authority.

Refer more about "Responsible financing" in the
Sustainability Report.

Country risk

Country risk refers to the risk of loss due to
events in a specific country (or a group of
countries). This includes political, exchange
rate, economic, sovereign and transfer risks.

DBS manages country risk through the
requirements of the Group CCRP and the

said risk is part of our concentration risk
management. The way we manage transfer
risk at DBS is set out in our Country Risk
Management Standard. This includes an
internal transfer risk and sovereign risk
rating system, where assessments are made
independently of business decisions. Our
transfer risk limits are set in accordance with
the Group Risk Appetite Policy.

Transfer risk limits for priority countries
are set based on country-specific strategic
business considerations as well as the
acceptable potential loss according to our

Risk Appetite. Management actively evaluates
and determines the appropriate level of
transfer risk exposures for these countries
taking into account the risks and rewards
and whether they are in line with our
strategic intent. Limits for all other
non-priority countries are set using

a model-based approach.

All transfer risk limits are approved by
the BRMC.

Credit stress testing

DBS engages in various types of credit
stress testing, and these are driven either
by regulators or internal requirements and
management.

Our credit stress tests are performed at

the total portfolio or sub-portfolio level,

and are generally performed to assess the
impact of changing economic conditions on
asset quality, earnings performance, capital
adequacy and liquidity. DBS' stress testing
programme is comprehensive and covers all
major functions and areas of business.

DBS typically performs the following types of credit stress testing at a minimum and others as necessary:

Pillar 1 credit
stress testing

Pillar 2 credit
stress testing

Industry-wide
stress testing

Sensitivity and
scenario analyses

Processes, systems and reports

DBS constantly invests in systems to support
risk monitoring and reporting for our
Institutional Banking and Consumer Banking/
Wealth Management businesses.

The end-to-end credit process is continually
being reviewed and improved through
various front-to-back initiatives involving
business, operations, risk management

and other key stakeholders. Day-to-day
monitoring of credit exposures, portfolio
performance and external environmental
factors potentially affecting credit risk profiles
is key to our philosophy of effective credit
risk management.

In addition, credit trends, which may include
industry analysis, early warning alerts and
significant weak credits, are submitted to
the various risk committees, allowing key
strategies and action plans to be formulated

and evaluated. Credit control functions also
ensure that any credit risk taken complies
with the credit risk policies and standards.
These functions ensure that approved limits
are activated, credit excesses and policy
exceptions are appropriately endorsed,
compliance with credit standards is carried
out, and covenants established

are monitored.

Independent risk management functions
that report to the CRO are jointly responsible
for developing and maintaining a robust
credit stress testing programme. These units
oversee the implementation of credit stress
tests as well as the analysis of the results, of
which management, various risk committees
and regulators are informed.

Non-performing assets
DBS' credit facilities are classified as
“Performing assets” or “Non-performing

DBS conducts Pillar 1 credit stress testing regularly as required by regulators. Under Pillar 1 credit stress testing,
DBS assesses the impact of a mild stress scenario (at least two consecutive quarters of zero GDP growth) on
Internal Ratings-Based (IRB) estimates (i.e. PD, LGD and EAD) and the impact on regulatory capital. The purpose
of the Pillar 1 credit stress test is to assess the robustness of internal credit risk models and the cushion above
minimum regulatory capital.

DBS conducts Pillar 2 credit stress testing once a year as part of the ICAAP. Under Pillar 2 credit stress testing, DBS
assesses the impact of stress scenarios, with different levels of severity, on asset quality, earnings performance

as well as internal and regulatory capital. The results of the credit stress tests form inputs to the capital planning
process under ICAAP. The purpose of the Pillar 2 credit stress testing is to examine, in a rigorous and forward-
looking manner, the possible events or changes in market conditions that could adversely impact DBS and to
develop the appropriate action plan.

DBS participates in the annual industry-wide stress test (IWST) conducted by the Monetary Authority of Singapore
(MAS) to facilitate the ongoing assessment of Singapore's financial stability. Under the IWST, DBS is required to
assess the impact of adverse scenarios, as defined by the regulator, on asset quality, earnings performance and
capital adequacy.

DBS also conducts multiple independent sensitivity analyses and credit portfolio reviews based on various
scenarios. The intent of these analyses and reviews is to identify vulnerabilities for the purpose of developing and
executing mitigating actions.

assets” (NPA), in accordance with the MAS
Notice to Banks No. 612 “Credit Files,
Grading and Provisioning” (MAS Notice 612).

Credit exposures are categorised into one of
the following five categories, according to our
assessment of a borrower’s ability to repay

a credit facility from its normal sources of
income and/ or the repayment behaviour

of the borrower.
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Performing assets

Pass Indicates that the timely repayment of the outstanding credit facilities is not in doubt.

Special mention

affect future repayments and warrant close attention by DBS.

Indicates that the borrower exhibits potential weaknesses that, if not corrected in a timely manner, may adversely

Classified or NPA

Substandard Indicates that the borrower exhibits definable weaknesses in its business, cash flow or financial position that may
jeopardise repayment on existing terms.

Doubtful Indicates that the borrower exhibits severe weaknesses such that the prospect of full recovery of the outstanding
credit facilities is questionable and the prospect of a loss is high, but the exact amount remains undeterminable as yet.

Loss Indicates that the outstanding credit facility is not collectable, and little or nothing can be done to recover the

outstanding amount from any collateral or from the assets of the borrower generally.

A default is considered to have occurred
with regard to a particular borrower when
either or both of the following events have
taken place:

* Subijective default: Borrower is considered
to be unlikely to pay its credit obligations
in full, without DBS taking action such as
realising security (if held)

e Technical default: Borrower is more than
90 days past due on any credit obligation
to DBS

For retail borrowers, the categorisation
into the respective MAS loan grades is at
the facility level and consistent with MAS
Notice 612.

Credit facilities are classified as restructured
assets when we grant non-commercial
concessions to a borrower because its
financial position has deteriorated or is
unable to meet the original repayment
schedule. A restructured credit facility

is classified into the appropriate non-
performing grade based on the assessment
of the borrower’s financial condition and

its ability to repay according to the
restructured terms.

Such credit facilities 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 and
MAS Notice 612. Apart from what has been
described, we do not grant concessions to
borrowers in the normal course of business.

In addition, it is not within DBS' business model
to acquire debts that have been restructured
atinception (e.g. distressed debts).
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Refer to Note 2.11 to the financial statements on
page 125 for our accounting policies regarding
specific and general allowances for credit losses.

In general, specific allowances are recognised
for defaulting credit exposures rated
substandard and below.

The breakdown of our NPA by loan grading and
industry and the related amounts of specific
allowances can be found in Note 42.2 to the financial
statements on page 172. A breakdown of past due
loans can also be found in the same note.

When required, we will take possession of
all collateral and dispose of them as soon as
practicable. Realised proceeds are used to
reduce outstanding indebtedness.

A breakdown of collateral held for NPA is shown in
Note 42.2 to the financial statements on page 175.

Repossessed collateral is classified in the
balance sheet as other assets. The amounts
of such other assets for 2019 and 2018 were
not material.

5.2 Creditrisk mitigants

Collateral received

Where possible, DBS takes collateral

as a secondary source of repayment.

This includes, but is not limited to, cash,
marketable securities, real estate, trade
receivables, inventory, equipment, and other
physical and/ or financial collateral. We may
also take fixed and floating charges on the
assets of borrowers.

Policies are in place to determine the
eligibility of collateral for credit risk mitigation.
Collateral is generally diversified and periodic
valuations of collateral are required. Real
estate constitutes the bulk of our collateral,
while marketable securities and cash

are immaterial.

For derivatives, repurchase agreements
(repo) and other repo-style transactions with
financial market counterparties, collateral
arrangements are typically covered under
market-standard documentation, such as
International Swaps & Derivatives Association
(ISDA) Agreements and Master Repurchase
Agreements. The collateral received is
marked-to-market on a frequency that DBS
and the counterparties have mutually agreed
upon. This is governed by internal guidelines
with respect to collateral eligibility. In the
event of a default, the credit risk exposure

is reduced by master-netting arrangements
where DBS is allowed to offset what we owe
a counterparty against what is due from that
counterparty in a netting-eligible jurisdiction.

Refer to Note 14 to the financial statements on page
137 for further information on financial assets and
liabilities subject to netting agreement but not offset
on the balance sheet.

Collateral held against derivatives generally
consists of cash in major currencies

and highly rated government or quasi-
government bonds. Exceptions may arise
in certain countries, where due to domestic
capital markets and business conditions,
the bank may be required to accept less
highly rated or liquid government bonds and
currencies. Reverse repo-transactions are
generally limited to large institutions with
reasonably good credit standing. DBS takes
haircuts against the underlying collateral of
these transactions that commensurate with
collateral quality to ensure credit risks are
adequately mitigated.

In times of difficulty, we will review

the customers' specific situation and
circumstances to assist them in restructuring
their financial obligations. However, should
the need arise, disposal and recovery

processes are in place to dispose of collateral
held. DBS maintains a panel of agents

and solicitors to assist in the disposal

of non-liquid assets and specialised
equipment quickly.

Collateral posted

DBS is required to post additional collateral
in the event of a rating downgrade. As

at 31 December 2019, for a three-notch
downgrade of its Standard & Poor’s Ratings
Services and Moody's Investors Services
ratings, DBS will have to post additional
collateral amounting to SGD 11 million
(2018: SGD 189 million).

Other credit risk mitigants

DBS accepts guarantees as credit risk
mitigants. Internal requirements for
considering the eligibility of guarantors for
credit risk mitigation are in place.

5.3 Internal creditrisk models

DBS adopts rating systems for the different
asset classes under the Internal Ratings-
Based Approach (IRBA).

There is a robust governance process for

the development, independent validation
and approval of any credit risk model. The
models go through a rigorous review process
before they are endorsed by the GCRMC and
Risk EXCO. They must also be approved by
the BRMC before submission for regulatory
approval. The key risk measures generated
by the internal credit risk rating models to
quantify regulatory capital include PD, LGD
and EAD. For portfolios under the Foundation
IRBA, internal estimates of PD are used while
the supervisory LGD and EAD estimates

are applied. For retail portfolios under the
Advanced IRBA, internal estimates of PD, LGD
and EAD are used. In addition, the ratings
from the credit models act as the basis for
underwriting credit risk, monitoring portfolio
performance and determining business
strategies. The performance of the rating
systems is monitored regularly and reported
to the GCRMC, Risk EXCO and BRMC to
ensure their ongoing effectiveness.

An independent risk unit conducts formal
validations for the respective rating systems
annually. The validation processes are

also independently reviewed by Group
Audit. These serve to highlight material
deterioration in the rating systems for
management attention.

5.3.1 Retail exposure models

Retail portfolios are categorised into the
following asset classes under the Advanced
IRBA: residential mortgages, qualifying

revolving retail exposures and other
retail exposures.

Within each asset class, exposures are
managed on a portfolio basis. Each
customer or account is assigned to a risk
pool, considering factors such as borrower
characteristics and collateral type. PD, EAD
and LGD estimates are based on internal
historical default, utilisation and realised
losses within a defined period. Default is
identified at the facility level.

Product-specific credit risk elements such
as underwriting criteria, scoring models,
approving authorities and asset quality and
business strategy reviews, as well as systems,
processes and techniques to monitor
portfolio performance, are in place. Credit
risk models for secured and unsecured
portfolios are also used to update the

risk level of each loan on a monthly basis,
reflecting the broad usage of risk models
in portfolio quality reviews.

5.3.2 Wholesale exposure
models

Wholesale exposures are under the
Foundation IRBA for capital computation.
They include sovereign, bank and corporate.
Specialised lending exposures are under
IRBA using supervisory slotting criteria.

Sovereign exposures are risk-rated using
internal risk-rating models. Factors related to
country-specific macroeconomic risk, political
risk, social risk and liquidity risk are included
in the sovereign rating models to assess

the sovereign credit risk in an objective

and systematic manner.

Bank exposures are assessed using the
bank-rating model. The model considers
both quantitative and qualitative factors
such as capital levels and liquidity, asset
quality, earnings, management and
market sensitivity.

Large corporate exposures are assessed
using internal rating models. Factors
considered in the risk assessment process
include the counterparty’s financial strength
and qualitative factors such as industry risk,
access to funding, market standing and
management strength.

SME credit rating models consider risk factors
such as those relating to the counterparty’s
financial strength, qualitative factors, as well
as account performance.

Credit risk ratings under the IRBA portfolios
are, at a minimum, reviewed by designated
approvers on an annual basis unless

credit conditions require more frequent
assessment.

5.3.3 Specialised lending
exposures

Specialised lending IRBA portfolios include
income-producing real estate, project
finance, object finance, and commodities
finance. These adopt the supervisory slotting
criteria specified under Annex 7v of MAS
Notice 637, which are used to determine the
risk weights to calculate credit risk-weighted
exposures.

5.3.4 Securitisation
exposures

We arrange securitisation transactions for
our clients for fees. These transactions do
not involve special-purpose entities that

we control. For transactions that are not
underwritten, No securitisation exposures
are assumed as a direct consequence of
arranging the transactions. Any decision to
invest in any of such arranged transactions is
subject to independent risk assessment.

Where DBS provides an underwriting
commitment, any securitisation exposure
that arises will be held in the trading book to
be traded or sold down in accordance with
our internal policy and risk limits. In addition,
DBS does not provide implicit support for any
transactions we structure or have invested in.

We invest in our clients’ securitisation
transactions from time to time. These may
include securitisation transactions arranged
by us or with other parties.

We may also act as a liquidity facility provider,
working capital facility provider or swap
counterparty. Such exposures require the
approval of the independent risk function
and are subject to regular risk reviews. We
also have processes in place to monitor the
credit risk of our securitisation exposures.

5.3.5 Creditexposures
falling outside internal
credit risk models

DBS applies the Standardised Approach (SA)
for portfolios that are expected to transit to
IRBA or for portfolios that are immaterial in
terms of size and risk profile. These portfolios
include:

* |RBA-transitioning retail and wholesale
exposures

* IRBA-exempt retail exposures

* |IRBA-exempt wholesale exposures

Any identified transitioning retail and/ or
wholesale exposures are expected to adopt
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Advanced or Foundation IRBA, subject to
approval by regulators. Prior to regulatory
approval, these portfolios are under SA.

The portfolios under the SA are subject to
our overall governance framework and credit
risk management practices. DBS continues
to monitor the size and risk profile of these
portfolios and will enhance the relevant

risk measurement processes if these risk
exposures become material.

DBS uses external ratings for credit
exposures under the SA where relevant,

Geographical Concentration (SGD billion)

and we only accept ratings from Standard &

Poor’s, Moody's and Fitch in such cases. DBS
follows the process prescribed in MAS Notice
637 to map the ratings to the relevant

risk weights.

5.4 Creditriskin2019

Concentration risk
DBS' geographic distribution of customer
loans has remained stable for the past year.

Singapore, our home market, continues to
account for the largest share of our gross
loans and advances to customers which

contributed to 47% of our total portfolio.
Growth during the year was broad-based,
led by Singapore and Greater China.

Our portfolio is well diversified across
industry and business segments and is

fairly stable, with building and construction,
general commerce and manufacturing being
the largest contributors in the wholesale
portfolio, accounting for 47% of the

total portfolio.

Industry Concentration (SGD billion)

400 -~
400 - 362 350 50 362 350
B 8%
350 |- 15% 15% 9% o
- 300 - 9%
8%
300
250
250
200
200
150
150 -
100 -
100 -
50 -
50 -
2019 2018 2019 2018
Rest of the World ([ Hong Kong Others [ Transportation, storage
South and Southeast Asia [ ] Singapore Professionals and private individuals and communications
[ ] Rest of Greater China (excluding housing loans) [ General commerce
Financial institutions, investment and [ ] Housing loans
holding companies [ Building and construction
[ Manufacturing

Above refers to gross loans and advances to customers

based on country of incorporation

Above refers to gross loans and advances to customers
based on MAS Industry Code

Refer to Note 42.4 to the financial statements on page 176 for DBS’ breakdown of credit risk concentration.

Non-performing assets

New non-performing asset (NPA) formation
was moderated by recoveries and write-offs.
In absolute terms, our total NPA increased
slightly by 2% from the previous year to
SGD 5.77 billion and non-performing loans
(NPL) ratio remained unchanged at 1.5%
in2019.

Refer to “CFO Statement” on page 20.

Collateral received

The tables below provide breakdowns by
loan-to-value (LTV) bands for the borrowings
secured by real estate and other collateral
from the various market segments.
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Residential mortgage loans

The LTV ratio is calculated using mortgage
loans including undrawn commitments
divided by the collateral value. Property
valuations are determined by using a
combination of professional appraisals and
housing price indices.

For Singapore mortgages, new loans are
capped at LTV limits of up to 75% for private
residential mortgages, since July 2018. In
tandem with the macro-prudential measures,
property price increases have moderated

at about 2.5% year-on-year, there was an
approximate 3.5% shift in the proportion of

mortgage exposure from the LTV > 50% to
the up-to-50% LTV band.

For Hong Kong mortgages, there was an
approximate 2.2% shift in the proportion
of mortgage exposure from the LTV > 50%
to the up-to-50% LTV band due to the
continuous upward trend of Hong Kong
property price index. There was an overall
increase of around 7% to 8% as compared
to end 2018.

Percentage of residential mortgage loans (breakdown by LTV band and geography)

As at 31 December 2019

LTV band

Up to 50%
51% to 80%

81% to 100%

Partially
collateralised

Singapore

32.1%

0.3%

0.1%

As at 31 December 2018

LTV band

Up to 50%
51% to 80%

81% to 100%

Partially
collateralised

Singapore

28.6%

0.5%

0.1%

67.5%

70.8%

8.9%

0.0%

0.0%

11.2%

0.0%

0.0%

Loans and advances to corporates secured by real estate

These secured loans are extended for the purpose of acquisition and/ or development of real estate, as well as for general working capital. 90% of

Hong Kong

Hong Kong

Rest of Greater China

91.1%

34.7%

56.3%

Rest of Greater China

88.8%

36.6%

52.8%

South and Southeast Asia

44.7%

51.6%

2.0%

1.7%

South and Southeast Asia

41.7%
56.4%

1.9%

0.0%

such loans were fully collateralised and majority of these loans have LTV < 80%. Our property loans are concentrated in Singapore and Hong Kong,
which together accounted for 81% of the total property loans.

The LTV ratio is calculated as loans and advances divided by the value of collaterals that secure the same facility. Real estate forms a substantial

portion of the collaterals; other collateral values such as cash, marketable securities, and bank guarantees are also included.

Percentage of loans and advances to corporates secured by real estate (breakdown by LTV band and geography)

As at 31 December 2019

LTV band

Up to 50%
51% to 80%

81% to 100%

Partially
collateralised

Singapore

8.2%

As at 31 December 2018

LTV band

Up to 50%
51% to 80%

81% to 100%

Partially
collateralised

Singapore

45.2%
42.0%

43.8%
44.8%

Hong Kong

58.7%
21.9%

Hong Kong

56.0%
24.7%

Rest of
Greater China

BN 64.2%

13.8%

5.1%

B 16.9%

Rest of
Greater China

B co0.0%
B 163%

B 79%

B 149%

South and
Southeast Asia

37.0%

5.5%

34.7%

South and
Southeast Asia

30.5%
28.7%

8.9%

31.9%

22.8%

Rest of
the World

72.8%

Rest of
the World

27.3%
65.0%

Risk management
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Loans and advances to banks

In line with market convention, loans and
advances to banks are typically unsecured.
DBS manages the risk of such exposures by
keeping tight control of the exposure tenor
and monitoring of their credit quality.

Derivatives counterparty credit risk by
markets and settlement methods

We continue to manage our derivatives
counterparty risk exposures with netting and
collateral arrangements, thereby protecting
our balance sheet in the event

of a counterpart default.

A breakdown of our derivatives counterparty
credit risk by markets (OTC versus exchange-
traded) and settlement methods (cleared
through a central counterparty versus settled
bilaterally) can be found below.

Notional OTC and exchange-traded
products

In notional terms, As at

SGD miillion 31 Dec 2019
OTC derivatives

cleared through a 1,053,140

central counterparty

OTC derivatives
settled bilaterally 1120233
Total OTC
derivatives

2,173,433

Exchange-traded
derivatives

Please refer to Note 37 to the financial statements
on page 160 for a breakdown of the derivatives
positions held by DBS.

11,406

6 Marketrisk

Our exposure to market risk is categorised
into:

Trading portfolios: Arising from positions
taken for (i) market-making, (ii) client-
facilitation and (iii) benefiting from market
opportunities.

Non-trading portfolios: Arising from

(i) positions taken to manage the interest
rate risk of our Institutional Banking and
Consumer Banking assets and liabilities,

(i) debt securities and equities comprising
investments held for yield and/ or long-term
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capital gains, (iii) strategic stakes in entities
and (iv) structural foreign exchange risk
arising mainly from our strategic investments,
which are denominated in currencies other
than the Singapore Dollar.

We use a variety of financial derivatives such
as swaps, forwards and futures, and options
for trading and hedging against market
movements.

6.1 Marketrisk management
at DBS

DBS' approach to market risk management
comprises the following building blocks:

Risk methodologies

Processes, systems and reports

Policies

The Group Market Risk Management
Policy sets our overall approach towards
market risk management. This policy

is supplemented with standards and
guidelines, which facilitate the identification,
measurement, control, monitoring and
reporting of market risk in a consistent
manner. They also set out the overall
approach, requirements and controls
governing market risk stress testing
across DBS.

The criteria for determining the positions to
be included in the trading book are stipulated
in the Trading Book Policy Statement.

Risk methodologies

DBS utilises Value-at-Risk (VaR), a statistical
risk measure, to estimate the potential loss
from market movements. This measure
uses historical simulation based on data for
the previous 12 months. It assumes that
historical changes in market values reflect
the distribution of potential outcomes in the
immediate future.

DBS limits and monitors market risk
exposures using Expected Shortfall (ES)
that is VaR calculated with a one-day
holding period and an expected tail-loss
methodology which approximates a 97.5%
confidence interval.

The market risk economic capital that is
allocated by the BRMC is linked to ES by
a multiplier. ES is supplemented with risk
control metrics such as sensitivities to
risk factors and loss triggers for
management action.

DBS conducts backtesting to verify the
predictiveness of the VaR model. Backtesting
compares VaR calculated for positions at the
close of each business day with the profit and
loss (P&L) that arises from those positions on
the following business day. The backtesting
P&L excludes fees and commissions,
revenues from intra-day trading, non-daily
valuation adjustments and time effects.

For backtesting, VaR at the 99% confidence
interval and over a one-day holding period is
used. We adopt the standardised approach
to compute market risk regulatory capital
under MAS Notice 637 for the trading book
positions. As such, VaR backtesting does not
impact our regulatory capital for market risk.

There are limitations to VaR models; for
example, past changes in market risk factors
may not provide accurate predictions of
future market movements, and the risk
arising from adverse market events may

be understated.

To monitor DBS' vulnerability to unexpected
but plausible extreme market risk-related
events, we conduct multiple market risk
stress tests regularly. These cover trading
and non-trading portfolios and follow a
combination of historical and hypothetical
scenarios depicting risk-factor movement.

ES and Net Interest Income (NII) variability
are the key risk metrics used to manage our
assets and liabilities. As an exception, credit
risk arising from loans and receivables is
managed under the credit risk management
framework. Interest rate risk in the banking
book arises from mismatches in the interest
rate profiles of assets, liabilities and capital
instruments. It includes basis risk arising from
different interest rate benchmarks, interest
rate repricing risk and yield curve risk.
Behavioural assumptions are applied when
managing the interest rate risk of
non-maturity deposits. DBS measures
interest rate risk in the banking book on

a weekly basis.

Processes, systems and reports

Robust internal control processes

and systems have been designed and
implemented to support our market risk
management approach. DBS reviews these
control processes and systems regularly, and
these reviews allow senior management to
assess their effectiveness.

6.2 Marketriskin 2019

The main risk factors driving DBS' trading portfolios in 2019 were interest rates, foreign exchange, equities and credit spreads. The following table
shows the period-end, average, high and low diversified ES and ES by risk class for our trading portfolios.

Diversified

Interest rates
Foreign exchange
Equity

Credit spread

Commodity

Amount under SGD 500,000

Diversified
Interest rates
Foreign exchange
Equity

Credit spread

Commodity

Amount under SGD 500,000

The RMG Market and Liquidity Risk unit — an independent market risk management function reporting to the CRO - monitors, controls and analyses
DBS' market risk daily. The unit comprises risk control, risk analytics, production and reporting teams.

11

4

[N

4

1Jan 2019 to 31 Dec 2019

10 9 14 6

1Jan 2018 to 31 Dec 2018

14 I 19 8
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DBS' trading portfolios experienced four backtesting exceptions in 2019 and they occurred in August, September and December. The backtesting
exceptions were largely due to swings in USD interest rate volatilities, bond prices and HK Dollar foreign exchange rates.

SGD million

30

20

10

(10)

(20)

@ Backtesting profit and loss (in SGD million) @ VaR at 99% confidence interval (in SGD million)

In 2019, the key market risk drivers of our non-trading portfolios were interest rates (Singapore Dollar and US Dollar) and foreign exchange.

The Net Interest Income (NII) of the non-trading book is assessed under various rate scenarios to determine the impact of interest rate movements
on future earnings. Based on a 100 basis points parallel upward or downward shift in yield curves on ou