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Some of the assumptions applied in the stress tests are:

• early withdrawals of non-bank deposits (savings,
current, easi-save, fixed deposits)

• further drawdown of overdraft and credit cards
• defer repayment of matured interbank placements
• delay payment of new interbank borrowings

In July 2001, the MAS announced that it will be moving
away from the ‘one-size-fits-all’ to a risk based liquidity
supervision framework. This is to enable banks with strong
liquidity management to maintain MLA between 12% and
18%. This bank-specific MLA requirement would be
determined by the MAS and would be based on two main
factors:

• the quality and rigour of the bank’s liquidity risk
management systems and processes, and

• the volatility of the bank’s daily projected SGD cash flows.

OCBC has opted to be qualified for the new Liquidity
Supervision Framework.

Information on the Group’s financial assets and liabilities in
relation to exposures to interest, foreign exchange and
liquidity risks can be found in Note 39 of the Financial
Statements and the Management Discussion and Analysis
chapter.

OPERATIONAL RISK MANAGEMENT
Operational risk is the potential loss caused by a breakdown in
internal processes and systems, deficiencies in people and
management, or operational failure arising from external events.
The goal of operational risk management is to minimise
unexpected and catastrophic losses and manage expected losses.
This enables new business opportunities to be pursued in a
risk controlled manner and increases risk adjusted profitability
through calculated risk and reward decision making.
Operational risk management comes under the oversight

of the Operational Risk Management and Information
Security Committee (“ORISC”), which includes senior
representatives from risk management, business units
and relevant support functions.

The ORISC and the business units are supported by the
Operational Risk Management ( “ORM” ) Department of
Group Risk Management Division. The ORM Department
is tasked with establishing the operational risk framework,
including policies and methodologies and provides
independent oversight of operational risk monitoring 
and control. Within the business units, Operational Risk
Co-ordinators have been appointed. There are also regular
reviews of the business units by internal and external audit
to determine their management of operational risks so as
to ensure that key business processes are appropriately
controlled and functioning effectively.

The ORM Department has developed an overall framework
which defines the required environment and organisational
components for managing operational risk in a structured,
systematic and consistent manner. A comprehensive strategy
has been formulated to provide a Group-wide integrated
solution encompassing the roll-out of qualitative and
quantitative tools and methodologies, with the provision
of operational risk scorecards which will ultimately position
OCBC Group to qualify for the advanced measurement
approaches recommended by the Basel committee.
The historical loss database is being enhanced with the
implementation of a loss event and incident system that
is aligned to both emerging regulatory and industry
standards. A risk and control assessment program is
currently being developed to reinforce our risk assessment
capabilities. In addition, comprehensive operational risk
awareness training programs are conducted on an on-
going basis to cultivate a pro-active risk management
culture within the Group.
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