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Operations Review

2005 marked the final year of our three-year New Horizons strategy. We achieved good results in our
customer and product segments, despite intense competition and a challenging interest rate environment.
In Malaysia in particular, we continued to increase our market share and delivered strong earnings growth.

Maijor strategic milestones achieved during the year included raising our stake in Indonesia’s Bank NISP to
72.3%, and reaching an agreement to acquire a 12.2% stake in China‘’s Ningbo Commercial Bank. These
moves will open up new frontiers of regional growth for OCBC as we continue to expand outside our mature
domestic market. Our asset management business was merged with Straits Lion Asset Management to form
Lion Capital Management, a subsidiary of Great Eastern Holdings and one of the largest asset management
companies in Southeast Asia.

Our focus on delivering innovative products and services to meet our customers’ needs has garnered us
industry recognition. In 2005, we were named Best Trade Finance Bank in Singapore and Best
Corporate/Institutional Internet Bank in Malaysia by Global Finance, Best Bond House by FinanceAsia, and

Singapore Loan House of the Year by IFR Asia.

CONSUMER FINANCIAL SERVICES

Our consumer banking business in Singapore and Malaysia
delivered healthy results in 2005 amidst a generally positive
economic environment in both markets. On a global basis,
Group Consumer Financial Services achieved 19% growth in
net profit to $$365 million in 2005, driven by higher revenues

as well as lower loan allowances.

We maintained our leadership position in Singapore and Malaysia
wealth management sales, achieving combined sales of S$10.1
billion in 2005, up 18% from S$8.5 billion in 2004. In Singapore,
OCBC continues to be the leading distributor of bancassurance
products with a 37% market share. While sales of single premium
products were less buoyant in 2005 due to the rise in deposit
rates and the flat interest rate yield curve, our regular premium
product sales grew a robust 92%, helped by the launch of three
new products, MaxSave Enhanced, MaxGrowth and MaxSave
Plus. Our unit trust sales in Singapore rose by 68% due to
improved equity market sentiments and the successful launch

of several innovative funds, including a global property investment

fund and a global resource fund. Structured deposits remained
popular with our customers, and among the innovative products
launched was our AT Structured Deposit, the only one-year
structured deposit in the industry. Our 70/70 Time Deposit
promotion, which offered customers a 10-month fixed deposit
with an attractive interest rate for the first 10 days, received

overwhelming response.

We launched a high-profile wealth management thematic
advertising campaign to convey and reinforce our wealth
management message to our customers. We also collaborated
with Singapore Management University to develop the first
representative and authoritative research on the money
management behaviour of working Singaporeans, involving

1,000 respondents in a nationwide survey.

In Malaysia, our efforts to duplicate our wealth management
successes in Singapore achieved good results. Sales of structured
investment products, which we first introduced in Malaysia in
2004, jumped ten-fold to more than RM1 billion in 2005, putting
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OCBC in the forefront. We also achieved strong unit trust sales
during the year, and OCBC continues to be recognised as one
of the leading providers of bancassurance products

in Malaysia.

Our card business sustained its strong momentum, growing at
well above the industry’s rate in terms of cards issued, both in
Singapore and Malaysia. We launched the IKEA and Best Denki
co-brand cards in Singapore, leveraging on their market leadership
in the home furnishing and consumer electronics segments to
offer our homeowner customers value and savings in the form
of exclusive loyalty programmes, rewards and special promotions.
In Malaysia our credit card base soared 64%, a third of which
was derived from our partnership with Great Eastern Holdings.
The credit card referral programme through Great Eastern’s
20,000 agents in Malaysia was successfully rolled out nationwide,
extending our customer reach to areas where OCBC does not

have a branch presence.

Our partnership with NTUC, which commenced in 2004, achieved
a major milestone during the year, with the number of NTUC-
OCBC cards issued exceeding 100,000. We also enlarged our
product offerings for union members by offering the NTUC-
OCBC Starter Accounts and NTUC-OCBC Super Saver accounts,
and held a series of NTUC-OCBC MoneyWise seminars throughout
the year.

The consumer lending business in Singapore remained intensely
price competitive, exacerbated by the rising cost of funds which,
in turn, affected our margins on various lending products,
particularly home loans and car financing. Our housing and car
loan rates were raised during the year, against the backdrop of
almost 200 basis points increase in interbank rates. Demand in
the HDB home loan market softened in 2005 following two
years of strong growth, but the private home loan market picked
up in the second half of the year following the government'’s
announcement of various policy changes, including an increase
in the loan-to-value limit from 80% to 90%.

Our personal revolving line of credit, previously known as Prestige
Credit, was re-branded and re-launched as EasiCredit,
incorporating new features and enhancements. The re-launch
was well received with a significant increase in applications and

growth in outstanding balances.

In Malaysia, our consumer lending business enjoyed robust
growth. Our Malaysia housing loans increased by 12% to RM6.1
billion, while outstanding balances for Cash Financing-i,
our Islamic Banking unsecured personal financing product,
surged by 153%. With the growth in the card base and usage,

our Malaysia credit card receivables increased by 42%.

During the year, we added two new bank branches and two
Premier Banking Centres in Singapore. We are the first bank to
open a branch in the Punggol new housing estate, while the
other new branch was opened at the Singapore Management
University ("SMU") city campus. The SMU branch marks our
second branch in an educational institution (the first being
Nanyang Technological University) and reflects our commitment
to engage the student and youth market. To better serve our
Premier Banking customers, we have increased the number of
OCBC Premier Banking Centres to five, following the re-opening
of the Mount Elizabeth centre and the addition of a new centre
at the East Coast.

As part of our efforts to offer innovative services and banking
convenience to our customers, we launched a secured mobile
banking service in Singapore based on the i-mode platform,
becoming the first bank in Southeast Asia to do so. i-mode is
a revolutionary mobile-internet platform developed by Japan's
NTT DoCoMo. Using OCBC Mobile Banking i-mode, our
customers are able to access selected internet banking services
through their mobile phones, including viewing of account
balances and recent transaction details, as well as making fund

transfers and bill payments.
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BUSINESS BANKING

We grew our customer base in the SME and large corporate
segments, both in our key markets of Singapore and Malaysia,
as well as overseas in tandem with the regional expansion of
our customers. Globally, our Business Banking division achieved
a 10% increase in net profit to S$540 million in 2005.

Our SME lending programmes which were launched in 2004
gained further momentum in 2005, in particular, our Business
Cash Financing programme in Singapore. This programme
provides revolving working capital loans based on accounts
receivables, offering a fast, convenient and cost-effective source
of funding to meet our customers’ cash flow needs. More than
20% of our new SME customers are using Business Cash
Financing, and the programme was awarded first runner up for

Product Innovation in the 2005 Asian Banking Awards.

In Singapore, we collaborated with the Entrepreneurs’ Resource
Centre ("ERC") to tap on their resources for evaluating the
viability of start-ups and their business models, so that we are
better able to offer assistance to this group of businesses which
often find it hard to obtain bank financing. Our efforts have
resulted in ERC members enjoying a shorter and more efficient

approval process for their credit applications.

In Malaysia, we continued to make significant inroads in the
SME segment, achieving revenue growth of 18% in 2005. The
results of our SME customer survey in 2005 also revealed that
OCBC's market penetration among Malaysian SMEs had doubled
over the past three years, and customer perception of our
products and service levels had improved significantly. During
the year, we introduced several new SME lending programmes
and secured lending products in Malaysia, including the SME
Plus Il and Procurement Contract Financing Programme (“PCFP”).
The SME Plus Il programme provides financing for the purchase
or construction of industrial properties for the customers’ own
use, while the PCFP finances registered corporations and
companies that have obtained procurement contracts from large
Malaysian corporations and conglomerates. Other products

introduced for our Malaysia SME customers included

bancassurance for businesses, 24-hour letter of guarantee

programme and structured investments.

Total non-interest income from our Business Banking customers
grew 10% during the year, through our sustained focus on
cross-selling Transaction Banking, Investment Banking and
Treasury products and services. The number of customers using
Velocity@ocbc, our online cash management and trade platform,
increased by more than 20% in both Singapore and Malaysia.
More than 40 deals were completed jointly with Group Investment
Banking during the year, covering loan syndications, mezzanine
financing, debt advisory and IPOs in Singapore and Malaysia.
Our customer-related treasury business registered healthy growth,
boosted by our customers’ increased needs for hedging currency
exposure as they expand overseas, as well as the increased
demand for hedging interest rate exposure during the year as
interest rates rose.

TREASURY

The re-alignment of our treasury customer advisory and product
development teams in 2004 to strengthen our product capabilities
and customer service has resulted in stronger customer-related
treasury sales in 2005. Our customer-related treasury revenue
grew by 21% on top of 2004's growth of 161%, while our
structured products sales volume increased by 35% following
a doubling in the previous year. Nevertheless, the flattening of
the interest rate yield curve had a dampening effect on our
interest gapping income, resulting in Group Treasury’s net profit
declining by 35% to S$136 million in 2005.

The implementation of our new derivatives system — a front-to-
back derivatives pricing, risk management and processing system
—has enabled the warehousing of innovative structured products
and quick sharing of structuring knowledge and information
between our treasury centres in different geographies.
Consequently, we were able to roll out products at a quicker
pace and adapt our sales process rapidly in accordance with our
customers’ demands. For example, our Malaysia treasury centre
was able to seize the first-mover advantage by launching

structured products almost immediately after Bank Negara
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