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Performance in Brief

The Group
Increase/
2004 2003 decrease
Profit for the year ($'000)
Profit before tax 1,916,865 1,608,328 19.2%
Net profit after tax 1,451,769 1,202,086 20.8%
Selected balance sheet items
as at year-end ($'000)
Customer loans (net of provisions) 64,300,016 59,296,556 8.4%
Customer deposits 79,018,770 69,862,961 13.1%
Total assets 134,878,566 113,446,399 18.9%
Shareholders’ funds 13,438,752 13,282,035 1.2%
Financial ratios
Basic earnings per share (cents)
—Including goodwill amortisation 92.6 76.5 21.0%
— Excluding goodwill amortisation 106.3 89.3 19.0%
Return on average shareholders’ funds (ROE) (%)
—Including goodwill amortisation 10.8 9.3 1.5% points
— Excluding goodwill amortisation 12.4 108 1.5% points
Return on average total assets (ROA) (%)
—Including goodwill amortisation 1.19 1.10 0.09% point
— Excluding goodwill amortisation 1.36 1.29 0.07% point
Expense to income ratio (%) 37.6 34.7 2.9% points
Dividend rates (%)
—Interim 20.0 20.0 -
— Final 40.0 40.0 -
Net asset value per share ($) S5 8.45 3.6%
Capital adequacy ratios (%)
— Tier 1 capital 1.0 13.2 -2.2% points
— Total capital 15.6 1582 0.4% point
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Brief Profile

/0 Years

and Growing

United Overseas Bank was incorporated on 6 August 1935 as the United
Chinese Bank. Founded by Datuk Wee Kheng Chiang, the Bank catered mainly
to the Fujian community in its early years. The change of name was effected
in 1965.

Over the past 70 years, UOB has grown with Singapore. Through a series of
acquisitions it is now a leading bank in Singapore with banking subsidiaries
in Malaysia, Indonesia, Thailand and the Philippines. Today, the UOB Group
has a network of 385 offices in 18 countries and territories in Asia-Pacific,
Western Europe and North America.

Besides Far Eastern Bank in Singapore, UOB’s banking subsidiaries include
United Overseas Bank (Malaysia), PT Bank UOB Indonesia, UOB Radanasin
Bank and Bank of Asia in Thailand, and United Overseas Bank Philippines. It
also has an associate, PT Bank Buana Indonesia.

UOB provides a wide range of financial services through its global network of
branches/offices and subsidiaries/associates: personal financial services, private
banking, trust services, commercial and corporate banking, investment banking,

Our . .
Mission

To be a premier bank in the Asia-Pacific region,
committed to providing quality products and
excellent customer service.
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corporate finance, capital market activities, treasury services, futures broking, asset management, venture
capital management, general insurance, life assurance and stockbroking services.

In Singapore, UOB is a recognised leader in the personal loans business and its total card base of over
1.3 million firmly places it in the top position in credit and debit cards. It is also the market leader in loans
to small and medium-sized enterprises. Its fund management arm, UOB Asset Management, has the
distinction of being Singapore’s most awarded fund manager.

Through other subsidiaries, as well as associates, UOB also has diversified interests in travel, leasing, property
development and management, hotel operations and general trading.

UOB is rated among the world’s top banks by Moody’s Investors Service, receiving B+ for Bank Financial
Strength, and Aa2 and Prime-1 for long-term and short-term deposits respectively.

In 2004, UOB was again awarded recognition by leading publications, organisations and the investment
community. They include: The Bank Of The Year — Singapore (The Banker), Best Domestic Commercial Bank
— Singapore (Asiamoney), Best Financial Borrower in Asia (Euromoney), and Most Valuable Singapore Brand
(International Enterprise Singapore).

385 offices around the world

Singapore 68 e Thailand 164 e Philippines 67 ¢ Malaysia 39 e Indonesia 12 e
China 10 ¢ Hong Kong 7 e USA 4 e Taiwan 3 e Australia 2 ® Brunei 2 ® Canada 1

France 1 ¢ Japan 1 ¢ Myanmar 1 e South Korea 1 e United Kingdom 1 e Vietnam 1
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Our Corporate

Milestones

over the last 70 years

i

aRpErES#+MN
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1973

UOB acquired 100% shareholding in
Lee Wah Bank (LWB), expanding its
branch network in Singapore and Malaysia.

2000

The operations of UOF were merged into UOB.

UOB merged its stockbroking arm, UOB Securities,
and its wholly-owned subsidiaries, UOBS Research
in Malaysia and UOB Securities Nominees,

with Kay Hian Holdings to form a new associate,
UOB-Kay Hian Holdings.
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Kuching-born Datuk
Wee Kheng Chiang
founded the United
Chinese Bank (UCB)
together with six other
Chinese businessmen.
The paid-up capital was
Straits $1 million.

UOB celebrated 60 years of
banking in Singapore.

Singapore’s Senior Minister

Mr Lee Kuan Yew officially opened
the UOB Plaza, the Bank’'s new
headquarters at 80 Raffles Place.

1 96 5 UCB changed its name to
United Overseas Bank (UOB).

UOB's first overseas branch
opened in Hong Kong.

Mr Wee Cho Yaw succeeded his father,
Datuk Wee Kheng Chiang,
as Chairman of the UOB Group.

The UOB Group moved into the
new 30-storey UOB Building at
1 Bonham Street.

1997

CKB's operations in Malaysia were
merged into UOBM.

UOB acquired Overseas
Union Bank (OUB),
making it the largest
Singapore bank in terms
of domestic customer
loans, credit cards and
market capitalisation.



gﬁhib M*@?’“ = UOB acquired a majority interest in Chung
1 96 6 United Overseas Finance Eolee Khiaw Bank (CKB), thereby extending its

(UOF) was incorporated as an O Lakes 0ver control branch network in Singapore, Malaysia and
investment holding company. of Chung Khin Bank Hong Kong. In 1988, CKB became a wholly-
UOF's business activities were e owned subsidiary of UOB.

later changed to those of a y d ll
finance company in 1970. It E a Ba |

1 970 UOB obtained a listing on the 22m caShg
then Joint Stock Exchange of

Singapore and Malaysia. oo M

UOB introduced its distinctive red five-barred
logo that is derived from the traditional Chinese
"five-barred gate’ system of counting in fives.

United Overseas Insurance, with principal
prenspes activities in underwriting of general insurance
Raja on and reinsurance, was incorporated.

UOB acquired a majority 1 99 1 UOB Life Assurance, the Group’s life
1 984 interest in Far Eastern assurance subsidiary, commenced

Bank (FEB). operations.
. L 1 994 LWB’s operations in Singapore and Malaysia
1 987 UOB acquired a majority interest were merged into those of UOB and UOB's
in Industrial & Commercial Malaysian banking subsidiary, United Overseas
ke (UCE)L Bank (Malaysia) [UOBM], respectively.

CKB's operations were merged into UOB as part of the Bank’s
rationalisation process.

UOB acquired a majority interest in Westmont Bank, Philippines,
which was renamed United Overseas Bank Philippines.

UOB acquired a majority interest in Radanasin Bank, Thailand,
which was renamed UOB Radanasin Bank.

UOB’s local and foreign share counters were merged and commenced
trading on the Singapore Exchange as a single counter.

2 002 UOB and OUB became one legal entity.

ICB was legally merged into UOB
following its delisting from the
Singapore Exchange.

UOB acquired a 23% interest in
PT Bank Buana Indonesia,
making it an associate of UOB.

UOB acquired a 97 % interest
in Bank of Asia, Thailand and
its network of 133 offices.

2 OO 3 The operations of Overseas Union Trust
were merged into UOB.
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Chairman’s Statement

2004 Performance
It was an eventful year for the region, for Singapore and for
the UOB Group.

Even as regional economies were rebounding from the effects
of SARS (Severe Acute Respiratory Syndrome), they were hit
by outbreaks of the avian influenza. The year closed
dramatically when almost 300,000 lost their lives in a tsunami
following a major earthquake off the coast of Sumatra.

In Singapore, GDP grew by a phenomenal 8.4%, its highest
in the preceding four years, buoyed by strong exports of the
electronics and pharmaceutical sectors. We also saw a smooth
transition of government leadership, as Mr Lee Hsien Loong
became the Republic of Singapore’s third Prime Minister.

For the UOB Group, 2004 saw a significant advance in our
regional expansion. In May, we purchased a 23% interest
in PT Bank Buana Indonesia and in July, we acquired 81%
of Bank of Asia (BOA). Our interest in BOA was raised to
97% at year-end 2004 when the other minority shareholders
accepted our offer to purchase their shareholdings in the
bank. As a consequence of these two acquisitions, the
Group’s assets increased by 18.9% to $134.9 billion at end
of 2004 (2003: $113.4 billion).

The Group’s after-tax profit grew by 20.8% to $1.5 billion
(2003: $1.2 billion). Our return on shareholders’ funds grew
from 9.3% to 10.8%.
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Wee Cho Yaw
Chairman & Chief Executive Officer

The record earnings was due to higher operating income
of $3.3 billion (2003: $3.2 billion), lower provisions of
$209 million (2003: $362 million), and higher after-tax
contributions from associated companies of $241 million
(2003: $81 million). Our total expense to income ratio rose
from 34.7% to 37.6%.

During the year under review, the Group’s shareholders’
funds rose by 1.2% to $13.4 billion (2003: $13.3 billion).
Total non-bank loans increased from $59.3 billion to
$64.3 billion, while non-bank deposits rose from
$69.9 billion to $79 billion. Our Non-Performing Loans (NPLs)
increased by 6.3% to $5.5 billion (2003: $5.2 billion) and
its ratio to gross loans (NPL ratio) was reduced from 8.1%
to 8% due to the acquisition of BOA. Excluding BOA's NPLs
of $1 billion, the Group’s NPLs would have edged down by
13.7% to $4.5 billion and the NPL ratio would have been
lowered t0 6.9%.

Although overseas’ contributions to total profits dropped
from 24.4% to 21.2%, the pre-tax profit of our International
sector actually improved by 5.6%. The Institutional &
Individual Financial Services sectors in Singapore performed
strongly in tandem with the robust Singapore economy, and
their net profit before tax improved by 10.7%.

Among our overseas banking subsidiaries, the United
Overseas Bank (Malaysia) group achieved an after-tax profit
of $162.2 million (2003: $160.1 million). UOB Radanasin
Bank (UOBR) in Thailand contributed after-tax profit of



While main@gi&’r market share in

Singapore, the Gro ill focus on growin -
gap up-w growing

our regional business activities.

$6.8 million (2003: $3.7 million), while BOA recorded a
profit of $31.9 million for the full year. PT Bank UOB Indonesia
achieved a lower profit of $8.5 million (2003: $11.6 million).
UOB Philippines recorded a higher loss of $21.2 million
(2003: $19.7 million) because of the poor business
environment.

Among our Singapore subsidiaries, Far Eastern Bank
(FEB) continued to be hamstrung by its small capital base.
After-tax profit decreased to $6.2 million (2003: $6.6 million),
partly due to a drop in property income.

Despite intense competition, the United Overseas Insurance
group managed to put up a better performance.
After-tax profit of the group rose to $12.1 million (2003:
$9.9 million) boosted by business transferred from Overseas
Union Insurance, new business generated from
cross-selling activities, higher premiums and investment
returns.

The Board proposes that $300 million be transferred to
reserves. It also recommends a final dividend of 40%
(40 cents per share) less 20% income tax. Together with
the interim dividend of 20%, the total dividend for 2004
would amount to 60% (60 cents per share).

Corporate Developments

In compliance with the requirement of the Monetary Authority
of Singapore to divest our non-core business activities, the
Bank's Board had decided in April 2004 to divest 36.9% of

its then 48% stake in United Overseas Land (UOL) by offering
165 UOL shares at a price of $1.58 per share for every 1,000
UOB shares held by UOB shareholders. The preferential offer
to reward UOB shareholders represented a 15.3% discount
on UOLSs average share price of $1.865 per share over the
preceding month.

The preferential offer was called off after Tazwell, a Temasek
subsidiary, made a hostile bid for UOB's entire stake in UOL.
After consultation with our financial advisers, the Board
decided to allow Tazwell’s offer to lapse, noting that the
second offer price was below UOL'’s revalued net tangible
asset and that UOL had declared an intention to unlock
shareholder value.

The Bank will continue to work closely with its financial
advisers to consider all options to divest its holdings in UOL,
Overseas Union Enterprise and Hotel Negara in the best
interest of our shareholders.

2005 Prospects

While the world economic outlook is generally positive, there
are underlying threats which could dampen business
prospects. Should the US resort to trade restrictions to correct
its current account deficit, there would be considerable
impact on those countries, including Singapore, that rely
greatly on their exports to the US. Further acts of terrorism
and an outbreak of a more virulent avian influenza are other
factors which could derail the regional economies.
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Chairman’s Statement

Barring these untoward developments, the Asian economies
should continue to post good growth this year. China and
India will continue to be the engines of growth in the region,
while Malaysia, Indonesia and Thailand are expected to
maintain their growth momentum through higher exports
and domestic consumption. The official estimates for
Singapore’s growth is between 3% and 5%.

While maintaining our market share in Singapore, the Group
will focus on growing our regional business activities. High
on our priority is the merger and integration of our two Thai
subsidiaries, BOA and UOBR. Work on the integration of
the IT systems and works processes of the two banks has
begun and is scheduled to complete by the end of the year.
With the merger and integration, we will enjoy economies
of scale and greater synergies of their business activities.

Drawing upon our strength in consumer banking in
Singapore, we intend to introduce more of our personal
financial services to the region. For instance, while we remain
the biggest card issuer in Singapore with over a million credit
and debit accounts, we have also increased our card base
in Malaysia, Thailand and Hong Kong by 124% in 2004.
We will continue to grow this business in 2005.

Having established our wealth management services in
Singapore, we will now extend this to our operations in
Malaysia, Thailand and Hong Kong. To specially cater to the
high networth customers in Hong Kong, we will be creating
a wealth management centre this year.

Our China operations took a step forward with the
signing of a joint venture agreement with Beijing Securities.
The joint venture is expected to start operations this
year. In Shanghai, where the UOB Branch was granted a
licence to handle Renminbi transactions, we opened a
sub-branch at Nanjing Road in Puxi to focus on consumer
banking.
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Following the successful hubbing of our Hong Kong
operations to Singapore, we will be doing the same for
Thailand. This should improve operational efficiency as well
as cost management.

In the intensely competitive environment, providing innovative
products and services at the lowest cost remains the key to
success. To this end, we will continue to invest heavily on
IT infrastructure and product development to meet the
demands of our discerning customers.

Acknowledgement

In August 2004, our Honorary Life Counsellor, Dr George
Lien Ying Chow passed away peacefully at the ripe old age
of 98. He was not only a distinguished banker who founded
and developed Overseas Union Bank into one of Singapore’s
top four banks; Dr Lien was also a well-respected community
leader who generously contributed his time and his financial
resources to the nation.

My thanks go to the Board of Directors for their wise counsel
and guidance, to management and staff members for their
dedication and contributions, and to our shareholders and
customers for their support.

Two Directors — Mr Sim Wong Hoo and Mr Koh Beng Seng,
who was also UOB's Deputy President — resigned during the
year under review. | thank both of them for their invaluable
contributions and wish them all the best in their endeavours.

Wee Cho Yaw
Chairman & Chief Executive Officer
February 2005



Financial Highlights

Group total income
3500

Net interest income

2004: $2,155 million WM +4.1% 2600

2003: $2,071 million & 200
1400

Non-interest income 700

2004: $1,104 million m® +1.4% 0

$ million

2003: $1,089 million 2000 2001 2002 2003 2004
| $ 1,198 1,429 2,128 2,071 2,155
us$ 692 772 1,226 1,217 1,319
| $ 704 795 906 1,089 1,104
us$ 406 429 522 640 676
Hl Net interest income B Non-interest income

Group net profit after tax

1500
2004: $1,452 million Wl +20.8% 1200
2003: $1,202 million
S 900
=
w600
300
0
2000 2001 2002 2003 2004
- $ 913 925 1,006 1,202 1,452
us$ 527 500 579 707 889
Group earnings per share
. - - - 125
Including goodwill amortisation 0
2004:92.6 cents Il +21.0%
2003: 76.5 cents g
Y 50
Excluding goodwill amortisation 25
2004: 106.3 cents @@ +19.0% .
2003: 89.3 cents 2000 2001 2002 2003 2004
- ¢ 86.8 773 64.0 76.5 92.6
USe 50.1 41.8 36.9 45.0 56.7
(] ¢ 86.8 81.3 76.5 89.3 106.3
USe 50.1 43.9 441 52.5 65.1
Bl Including goodwill amortisation B Excluding goodwill amortisation
Note:

Pursuant to the Singapore Companies (Amendment) Act 2002, with effect from 2003, the financial statements of the Group, including the comparative figures, are
prepared in accordance with Singapore Financial Reporting Standards (FRS).

Where applicable, figures/ratios in this section have been adjusted for impact of adopting FRS 12: Income Taxes and Interpretation of FRS 12: Consolidation — Special
Purpose Entities with effect from 2001, and for impact of the change in accounting policy for investments following the revision of Notice to Banks, MAS 605 —
Revaluation of Assets with effect from 2002.
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Financial Highlights

I

Group return on average shareholders

funds (ROE)

Including goodwill amortisation °
2004: 10.8% WM +1.5% points 1
2003: 9.3% “ 2
10
Excluding goodwill amortisation g
2004:12.4% W +1.5% points .
2003: 10.9% 2000 2001 2002 2003 2004
- 13.5% 10.8% 7.9% 9.3% 10.8%
e 13.5% 11.3% 9.5% 10.9% 12.4%
- 12.1% 9.6% 7.8% 8.5% 11.6%
== Including goodwill -=- Excluding goodwill -= Average rate (including
amortisation amortisation goodwill amortisation)
of major local bank groups
1.6
Including goodwill amortisation a
2004:1.19% WM +0.09% point '
2003: 1.10% T
1.0
Excluding goodwill amortisation 08
2004: 1.36% WM +0.07% point G
2003: 1.29% 2000 2001 2002 2003 2004
- 1.5% 1.2% 0.9% 1.1% 1.2%
e 1.5% 1.2% 1.1% 1.3% 1.4%
- 1.4% 1.0% 0.8% 0.9% 1.2%
-= Including goodwill -=- Excluding goodwill -=- Average rate (including
amortisation amortisation goodwill amortisation)
of major local bank groups
1000 5
Dividend payment 500 [e8%" .

2004: $743 million WM -0.7%

2003: $748 million 5 G =
E 400 2
Dividend cover 200 1
2004: 2.0 times a 0
2003: 1.6 times 2000 2001 2002 2003 2004
[ $ 316 426 720 748 743
us$ 183 230 415 440 455
= times 29 2.2 2.1% 1.6 2.0
Bl Dividend payment === Dividend cover ] Dividend rate

* Dividend cover is 1.4 times if the special dividend in specie of 18.8% is included.
#Includes special dividend in specie of 18.8%.
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2004: $134,879 million WM +18.9% 120000

2003: $113,446 million
§ 90000
A 60000
30000 .
0

150000

$ million

2000 2001 2002 2003 2004
- $ 66324 113,888 107,430 113,446 134,879
us$ 38,293 61,528 61,887 66,702 82,555
Group customer loans
. 75000
2004: $64,300 million WA +8.4% w0000
2003: $59,297 million
5 45000
uEa 30000
15000
0
2000 2001 2002 2003 2004
] $ 30,045 60,892 58,884 59,297 64,300
Us$ 17,347 32,897 33,921 34,864 39,356
Group customer deposits
. 100000
2004: $79,019 million Wl +13.1% -
2003: $69,863 million
S 60000
E 40000
20000
0
2000 2001 2002 2003 2004
] $ 43,406 74,452 67,919 69,863 79,019
us$ 25,061 40,223 39,126 41,077 48,365
Group loans/deposits ratio
) 90
2004: 81.4% WM -3.5% points -
2003: 84.9%
70
=
60
50
40
2000 2001 2002 2003 2004
69.2% 81.8% 86.7% 84.9% 81.4%
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Financial Highlights

Group shareholders’ funds

2004: $13,439 million M@ +1.2%
2003: $13,282 million

Group capital adequacy ratios*

Total capital
2004: 15.6% WM +0.4% point
2003: 15.2%

Tier 1 capital
2004: 11.0% WA -2.2% points
2003: 13.2%

$ million

%

-= Total capital

Group total non-performing loans (NPLs)

*

15000

12000

9000

6000

3000

2000

$ 6,968

us$ 4,023
20
18
16
14
12
10

2000

19.8%

17.1%

2001 2002 2003 2004
12,717 12,613 13,282 13,439
6,870 7,266 7,809 8,226
2001 2002 2003 2004
18.5% 15.3% 15.2% 15.6%
11.8% 12.2% 13.2% 11.0%

-== Tier 1 capital

and BIS guidelines for 2000 to 2002.

Computed based on revised capital framework issued by MAS for 2003 and 2004,

7500 9.5
NPLS 6000 9.0
2004: $5,484 million MM +6.3% '
e c
2003: $5,160 million I e
eEq 3000 8.0
NPL ratio 1500 75
2004: 8.0% WM -0.1% point 0 70
2003: 8.1% 2000 2001 2002 2003 2004
[ $ 2,462 5,968 5,679 5,160 5,484
us$ 1,421 3,224 3,272 3,034 3,357
- % 7.8 9.3 9.0 8.1 8.0
Il NPLs -== NPLs (excluding debt securities) as a % of gross non-bank loans
Group total cumulative provisions
. . . 5000 70
Cumulative specific provisions 2000 \//—’/ .
2004: $2,354 million WM +23.2%
2003: $1,910 million & S =G
§ 2000 40
Cumulative general provisions 1000 30
2004: $1,370 million mm -3.7% 0 20
2003: $1,422 million 2000 2001 2002 2003 2004
- $ 896 1,899 2,079 1,910 2,354
Total cumulative provisions uss >17 1,026 1,198 1123 1.441
as a % of total NPLs (] $ 768 1,435 1,425 1,422 1,370
2004: 67.9% EM +3.3% points Usf 64742 5757: 6812; ;32 6873:
2003: 64.6% - v ' ' ' ' '
° Bl Cumulative Bm Cumulative -== Total cumulative provisions
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Board of Directors

Mr Wee Cho Yaw
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Prof Cham Tao Soon
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Mr Wee Ee Cheong

(Alternate to Mr Wee Cho Yaw: Appointed on 24 March 2004)

Secretary
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Lim Associates (Pte) Ltd

10 Collyer Quay

#19-08 Ocean Building
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Telephone: (65) 6536 5355
Facsimile: (65) 6536 1360
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80 Raffles Place

UOB Plaza

Singapore 048624

Company Registration Number: 1935000267
Telephone: (65) 6533 9898

Facsimile: (65) 6534 2334

Telex: RS 21539 TYEHUA

SWIFT: UOVBSGSG

Website: www.uobgroup.com
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Mr Philip Yeo Liat Kok
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Audit Committee

Mr Ernest Wong Yuen Weng
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Mr Philip Yeo Liat Kok
Prof Cham Tao Soon
Mr Tan Kok Quan
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Mr Wee Cho Yaw
(Chairman)

Prof Cham Tao Soon
Mr Philip Yeo Liat Kok
Prof Lim Pin
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Ernst & Young
10 Collyer Quay
#21-01 Ocean Building
Singapore 049315

Partner-in-charge: Mr Winston Ngan
(Appointed on 29 April 2004)

Investor Relations
80 Raffles Place
#16-22 UOB Plaza 2
Singapore 048624
Telephone: (65) 6539 4439/6539 4423
Facsimile: (65) 6538 0270
Email: InvestorRelations@UOBgroup.com
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Board of Directors
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MR WEE CHO YAW

Chairman & Chief Executive Officer

Age 76. A career banker with more than 40 years of
experience. Received Chinese high school education.
Chairman & CEO of UOB since 1974.

Appointed to the Board on 14 May 1958. Last re-appointed
as a Director on 29 April 2004. Executive Director since 1958.

Chairman of the Executive Committee since 1976. Chairman
of the Bank’s Remuneration Committee and Member of its
Nominating Committee.

Chairman of UOB subsidiaries — Far Eastern Bank and United
Overseas Insurance. Chairman of United International
Securities, Haw Par Corporation, United Overseas Land,
Hotel Plaza, Overseas Union Enterprise, United Industrial
Corporation, and Singapore Land and its subsidiary, Marina
Centre Holdings. Former Director of Singapore Press Holdings.

Member of the Asia-Pacific Advisory Committee, New York
Stock Exchange. Honorary President of Singapore Chinese
Chamber of Commerce & Industry. Appointed Pro-Chancellor
of Nanyang Technological University in 2004.

Named Businessman Of The Year in 2002 and 1989 in the
Singapore Business Awards that recognise outstanding
achievements by Singapore’s business community.

MR WEE EE CHEONG

Deputy Chairman & President

Age 52. A professional banker who joined the Bank in 1979.
Deputy Chairman & President of UOB since 2000.

Appointed to the Board on 3 January 1990. Last re-elected
as a Director on 30 May 1998. Executive Director since 1990.
Member of the Bank’s Executive Committee.

Director of several UOB subsidiaries and affiliates,
including Far Eastern Bank, United Overseas Insurance,
United International Securities, United Overseas Land and
Hotel Plaza.

Director of Visa International (Asia Pacific Regional Association)
and the Institute of Banking & Finance. Council Member of
the Association of Banks in Singapore and Singapore Chinese
Chamber of Commerce & Industry.

Has served as Deputy Chairman of Housing & Development
Board and Director of Port of Singapore Authority.

Holds a Bachelor of Science (Business Administration) and
Master of Arts (Applied Economics) from The American
University, Washington DC.

MR NGIAM TONG DOW

Age 67. Chairman of HDB Corporation. Served as Chairman
of Housing & Development Board from 1998 to 2003. Has
a distinguished public service career, having held the post
of Permanent Secretary in the Prime Minister’s Office and
the Ministries of Finance, Trade & Industry, National
Development, and Communications.

Appointed to the Board on 1 October 2001. Last re-elected
as a Director on 9 May 2002. An independent and
non-executive Director. Member of the Bank’s Executive
Committee and Nominating Committee. Director of Singapore
Press Holdings and Yeo Hiap Seng. He is also a Corporate
Adviser to Temasek Holdings. Has served as Chairman
of Central Provident Fund Board, Development Bank
of Singapore, Economic Development Board and
Telecommunication Authority of Singapore, and as Deputy
Chairman of the Board of Commissioners of Currency,
Singapore.

Holds a Bachelor of Arts (Economics, Honours) from the
University of Malaya, Singapore, and Master of Public
Administration from Harvard University, USA.
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Board of Directors

PROF CHAM TAO SOON

Age 65. University Distinguished Professor of Nanyang
Technological University (NTU). Held the post of President
of NTU from 1981 to 2002.

Appointed to the Board on 4 January 2001. Last
re-elected as a Director on 8 May 2003. An independent
and non-executive Director. Member of the Bank’s Executive
Committee, Audit Committee, Nominating Committee and
Remuneration Committee. Director of UOB subsidiary,
Far Eastern Bank. Chairman of NatSteel, Singapore Symphonia
Company and Singapore-China Foundation. Deputy Chairman
of Singapore Press Holdings. Director of Robinson & Company,
TPA Strategic Holdings and WBL Corporation. Board Member
of Land Transport Authority and Singapore International
Foundation. A member of the Council of Presidential Advisers.
Former Director of Adroit Innovations, ei-Nets and Keppel
Corporation.

Holds a Bachelor of Engineering (Civil, Honours) from the
University of Malaya, Bachelor of Science (Mathematics,
Honours) from the University of London and Doctor of
Philosophy (Fluid Mechanics) from the University of
Cambridge, UK. Fellow of the Institution of Engineers,
Singapore and Institution of Mechanical Engineers, UK.

MR ERNEST WONG YUEN WENG

Age 60. Group CEO and Director of MediaCorp. Built his
career first with the Economic Development Board in 1967
and then with the Ministry of Finance before joining UOB
in 1972. President of UOB from 1990 to 2000 when he left
to take up his current appointment at MediaCorp.

Appointed to the Board on 3 January 1990. Last re-elected
as a Director on 8 May 2003. An independent and
non-executive Director. Chairman of the Bank’s Audit
Committee. Director of United Overseas Land and Hotel
Plaza. Council Member of Nanyang Technological University
(NTU) and Chairman of the Finance Committee and NTU
Endowment Fund Investment Committee. Has served as
Chairman of the Association of Banks in Singapore and
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Board Member of Economic Development Board. Former
Director of several UOB subsidiaries and affiliates, including
Far Eastern Bank, United Overseas Insurance and United
International Securities.

Holds a Bachelor of Science (Chemical Engineering, Honours)
from the University of Surrey, UK.

MR WONG MENG MENG
Age 56. Senior Partner of Wong Partnership. Notary Public
and Senior Counsel, Supreme Court of Singapore.

Appointed to the Board on 14 March 2000. Last re-elected
as a Director on 9 May 2002. An independent and
non-executive Director. Chairman of the Bank’s Nominating
Committee. Director of UOB subsidiary, Far Eastern Bank.
Director of Hi-P International. Honorary Legal Adviser to the
Real Estate Developers’ Association of Singapore.

Holds a Bachelor of Law (Honours) from the University of
Singapore. Member of the Singapore International Arbitration
Centre’s Main Panel of Arbitrators.

MR PHILIP YEO LIAT KOK

Age 58. Chairman of the Agency for Science, Technology
& Research (A*STAR) and Co-Chairman of Economic
Development Board. Recognised for his contributions to
Singapore’s economic development and his pioneering
role in the promotion and development of the country’s
information technology, semiconductor, chemical and
pharmaceutical industries. Brings to the Bank wide
government and private sector experience over a
34-year career.

Appointed to the Board on 26 May 2000. Last re-elected
as a Director on 8 May 2003. An independent and
non-executive Director. Member of the Bank’s Audit
Committee and Remuneration Committee. Director of
UOB subsidiary, Far Eastern Bank. Chairman of Accuron
Technologies, an aerospace and precision engineering
company based in Singapore and a Board Member of
Nasdag-listed Infosys of India.



Holds a Bachelor of Applied Science (Industrial Engineering)
and an Honorary Doctorate of Engineering from the University
of Toronto, Master of Science (Systems Engineering)
from the University of Singapore and Master of Business
Administration from Harvard University, USA.

MR TAN KOK QUAN
Age 66. Senior Partner of Tan Kok Quan Partnership. Notary
Public and Senior Counsel, Supreme Court of Singapore.

Appointed to the Board on 1 October 2001. Last re-elected
as a Director on 9 May 2002. An independent and
non-executive Director. Member of the Bank's Audit
Committee. Director of Network Foods International. Has
served as Deputy Chairman of Public Utilities Board. Former
Director of NH Ceramics.

Holds a Bachelor of Law (Honours) from the University of
Singapore.

PROF LIM PIN

Age 69. University Professor and Professor of Medicine at
the National University of Singapore (NUS). Senior Consultant
at the National University Hospital.

Appointed to the Board on 1 October 2001. Last re-elected
as a Director on 29 April 2004. An independent and
non-executive Director. Member of the Bank’s Nominating
Committee and Remuneration Committee. Director of Raffles
Medical Group. Has served as Vice-Chancellor of NUS and
Deputy Chairman of Economic Development Board. Former
Board Member of Singapore Institute of Labour Studies.

Holds a Master of Arts and Doctor of Medicine from the
University of Cambridge, UK. Fellow of the Academy of
Medicine of Singapore (FAMS), FRCP (London) and FRACP.

MRS MARGARET LIEN WEN HSIEN

Age 62. Appointed to the Board on 1 October 2001. Last
re-elected as a Director on 29 April 2004. A non-independent
and non-executive Director. Chairman of Wah Hin &
Company Pte Ltd, Director of Overseas Union Enterprise and
Lien Ying Chow Pte Ltd. Governor of the Lien Foundation.

Holds a Bachelor of Law (Honours) from the London School
of Economics and Political Science, University of London.

MR NG BOON YEW

Age 50. A Certified Public Accountant and Member of the
Institute of Certified Public Accountants of Singapore, with
more than 20 years of accounting and auditing experience
in both the private and public sectors.

Appointed to the Board on 1 October 2001. Last re-elected
as a Director on 29 April 2004. An independent and
non-executive Director. Director of Datapulse Technology,
Fischer Tech and RSH. Deputy Chairman of the Practice
Monitoring Sub-Committee (Accounting & Corporate
Regulatory Authority). Member of the Council on Governance
of Institutions of a Public Character, the Securities Industry
Council, the Board of Trustees of the Cancer Research and
Education Fund and Council of the Association of Chartered
Certified Accountants.

Former Partner in charge of corporate finance services and
former Head of Singapore banking practice at major
international accounting firm, KPMG. Has served as Chairman
of the Disclosure and Accounting Standards Committee,
Member of the Council on Corporate Disclosure and
Governance and Group Chief Financial Officer of Singapore
Technologies.

Fellow of the Association of Chartered Certified Accountants.
Associate Member of the Institute of Chartered Accountants
in England and Wales, Chartered Institute of Management
Accountants, Institute of Chartered Secretaries and
Administrators and Chartered Institute of Taxation.
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Mr Chong Kie Cheong Mr Francis Lee Chin Yong Mr Terence Ong Sea Eng Mr Samuel Poon Hon Thang

Mr Joseph Chen Seow Chan Mr Bill Chua Teck Huat Ms Susan Hwee Mr Kuek Tong Au

Ms Sim Puay Suang Mr Wee Joo Yeow Mr Yeo Eng Cheong
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MR CHONG KIE CHEONG
Senior Executive Vice President, Investment Banking

Mr Chong joined UOB in January 2005. He oversees the
Bank's corporate finance, capital markets and venture
management business. Mr Chong holds a Bachelor of Social
Sciences (Economics, Honours) from the University of
Singapore. He has more than 25 years of experience in the
financial industry, having held senior appointments in
investment banking, international banking and finance and

directorships in banks in the region.

MR FRANCIS LEE CHIN YONG
Senior Executive Vice President, International

Mr Lee joined UOB in 1980. He was appointed to his current
position in April 2003 and is responsible for driving the
Bank’s businesses outside Singapore and identifying
opportunities for growth. Prior to his appointment in
Singapore, Mr Lee was heading the Bank’s operations in
Malaysia as Chief Executive Officer of United Overseas Bank
(Malaysia). He holds a Malaysia Certificate of Education.
Mr Lee has spent 24 years in UOB, holding senior positions

in operations, consumer services and corporate lendings.

MR TERENCE ONG SEA ENG
Senior Executive Vice President,
Global Treasury & Asset Management

Mr Ong, who joined UOB in 1982, has overall responsibility
for the management and growth of the Bank’s global treasury
and fund management businesses. He holds a Bachelor of
Accountancy from the University of Singapore and has more
than 20 years of experience in treasury services and operations.

MR SAMUEL POON HON THANG
Senior Executive Vice President,
Institutional & Individual Financial Services

Mr Poon joined UOB in 1988. He is responsible for managing
and growing the Bank’s corporate, SME and consumer
segments in the domestic market. He holds a Bachelor of
Commerce (Honours) from Nanyang University and has over
25 years of experience in banking and finance. Prior to
joining UOB, Mr Poon worked in other financial institutions.

MR JOSEPH CHEN SEOW CHAN
Managing Director, Global Treasury Trading

Mr Chen joined UOB in 1989. He oversees and manages the
Bank’s global treasury trading business. He holds a Bachelor
of Science (Honours) from the University of Singapore.
Mr Chen has 28 years of experience in the treasury and fixed
income business. Before joining UOB, he worked in a number
of major foreign banks and the Monetary Authority of
Singapore.

MR BILL CHUA TECK HUAT
Executive Vice President, Operations

Mr Chua joined UOB in 2002. He leads and oversees key
operational areas to ensure quality service delivery and
operational efficiency for the Bank’s business processes in
Singapore and the region. Mr Chua holds a Bachelor of Arts
(Economics) and Bachelor of Engineering (Industrial, Honours)
from the University of Newcastle, Australia. He has more
than 24 years of experience in wholesale and consumer
banking. Prior to joining UOB, he has worked in Overseas
Union Bank (prior to its merger into UOB), Citibank NA and
the Ministry of Foreign Affairs.
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MS SUSAN HWEE
Executive Vice President, Information Technology

Ms Hwee joined UOB in 2001. She is responsible for the
strategy and provision of Information Technology (IT) services
to support the growth of the Bank globally. Ms Hwee holds
a Bachelor of Science from the National University of
Singapore. She has over 20 years of experience in IT, and
has held senior positions in technology and financial services
companies, including IBM and Citibank NA.

MR KUEK TONG AU
Executive Vice President, Corporate Services

Mr Kuek joined UOB in 1970. His key responsibilities include
the management of a diverse range of portfolios, from
finance, investor relations, legal and secretariat, tax, corporate
affairs, property to general services. Mr Kuek holds a Bachelor
of Accountancy (Honours) from the University of Singapore
and has more than 30 years of experience in finance and
administration.

MS SIM PUAY SUANG
Executive Vice President, Personal Financial Services

Ms Sim joined UOB in 1978. She holds a Bachelor of Arts
from the University of Singapore. A 26-year career banker
at UOB, Ms Sim has extensive experience and expertise in
consumer banking. She is responsible for the business
development and management of the Bank’s individual
banking business. Her portfolio includes deposits, loans,
investments, credit and debit cards, and travel-related services.
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MR WEE JOO YEOW
Executive Vice President, Corporate Banking — Singapore

Mr Wee joined UOB in 2002. He is responsible for managing
and developing the Bank’s corporate banking business in
Singapore. He holds a Bachelor of Business Administration
(Honours) from the University of Singapore and Master of
Business Administration from New York University. A career
banker with more than 30 years of corporate banking
experience, Mr Wee has held senior appointments in Overseas
Union Bank (prior to its merger into UOB) and First National
Bank of Chicago.

MR YEO ENG CHEONG
Executive Vice President, Commercial Credit

Mr Yeo joined UOB in 1986. He leads and manages the
Bank’s SME business. Mr Yeo holds a Bachelor of Business
Administration (Honours) from the University of Singapore.
He is a career banker with more than 30 years of experience
in credit and marketing, including 10 years with Chase
Manhattan Bank (now known as JP Morgan Chase & Co).



Corporate Governance

The UOB Group is committed to maintaining the highest standards of corporate governance.
The Board of Directors (“Board”) believes that good governance is essential to sustaining its
business performance and safeguarding the interests of its stakeholders.

The Board's approach to corporate governance is guided by best practice recommendations
and the principles in the Code of Corporate Governance issued by the Committee on
Corporate Governance (“Code").

Board of Directors

Board role and responsibility: The Board sets the strategic directions for the Bank and
approves strategic business initiatives and major acquisitions or disposal of assets. Its
responsibilities include approving the business plan and annual budget prepared by management,
monitoring the financial performance of the Bank and the Group, as well as reviewing and
approving the financial results of the Bank and the Group. The Board is also responsible for
planning board and senior management succession and the remuneration policies for the
Bank. There are board committees to assist in the effective discharge of specific responsibilities.
The board committees are the Executive Committee, Nominating Committee, Remuneration
Committee, Audit Committee and the Independent Review Committee which are described
below.

Board composition, independence and rotation: There are 11 Board members. Their
names are set out on page 13. Although the Bank's articles of association allow for a maximum
of 20 directors, the Board considers the current board size of 11 adequate for effective
decision-making having regard to its present scale of operations.

The Board comprises of two executive directors and nine non-executive directors. The
Nominating Committee is of the view that apart from the two executive directors and
Mrs Margaret Lien Wen Hsien (who is connected to a substantial shareholder), all the other
directors are independent. Mr Wong Meng Meng and Mr Tan Kok Quan are partners of law
firms that provided legal services to the UOB Group in 2004. The Nominating Committee
is of the view that because Mr Wong Meng Meng and Mr Tan Kok Quan are able to maintain
their objectivity and independence at all times in the discharge of their duties as directors,
they could be considered independent. With more than two-thirds of the Board comprised
of independent directors, no individual or group is able to dominate the Board’s
decision-making process.

Board competency: The current Board members possess diverse corporate experiences and,
as a group, provide core competencies relevant to the business of the Bank. Detailed
information on the directors’ experience and qualifications can be found on pages 14 to 17.
New directors are briefed on the Bank's business and corporate governance practices and
may also attend an orientation session appropriate to their experience. Guidance is given
to all directors on regulatory requirements concerning disclosure of interests, restrictions on
dealings in securities and the duties and responsibilities of directors under Singapore law.
Directors are briefed on changes in relevant accounting standards. The company secretary,
to whom the directors have independent access, assists the Board and keeps it apprised of
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relevant laws and regulations. The directors may also request independent professional advice,
at the Bank’s expense, to help them carry out their responsibilities. The Bank has a budget
for directors’ training needs.

Board meetings: The Chairman of the Board convenes board meetings at regular intervals
and whenever necessary. He sets the meeting agenda and ensures that directors are provided
with complete, adequate and timely information. Directors receive regular financial and
operational reports on the Group’s business and briefings from senior management staff.
Directors who require additional information may approach senior management directly and
independently. The Board meets at least four times a year. Additional meetings are called
when necessary. Last year, there were 11 Board meetings and directors’ attendance record
is set out on page 27.

Chairman and Chief Executive Officer ("CEO"): The Chairman provides leadership to the
Board. Besides being responsible for board proceedings, the Chairman is also responsible for
presenting the Board's views and decisions to the public. The CEO is responsible for the
day-to-day running of the Bank and ensures that the Board’s decisions and strategies are
translated to the working level. Mr Wee Cho Yaw has been both Chairman and CEO of the
Bank since 1974. By virtue of the dual roles, he has been able to consistently ensure that
Board decisions and strategies are implemented seamlessly. The sustained growth of UOB
under the leadership of Mr Wee as both Chairman and CEO is testament to the fact that
he has been able to execute the responsibilities of both these roles effectively.

Board Committees

There are currently four standing board committees and one ad hoc board committee
appointed by the Board. Each committee’s role and responsibilities are set out in a set of
terms of reference approved by the Board. The membership of the four standing board
committees are set out on page 13.

Executive Committee ("Exco”): The Board delegates to the Exco certain discretionary limits
and authority for granting loans and other credit facilities, treasury and investment activities,
capital expenditure, budgeting and human resource management. Senior management is
delegated the responsibility for drawing up the Bank’s annual budget and business plan for
the Board’s approval, carrying through business strategies as approved in the annual budget
and business plan, implementing appropriate systems of internal accounting and other
controls, instituting a risk management framework and monitoring for compliance, adopting
suitably competitive human resource practices and remuneration policies, and ensuring that
the Bank operates within the expense budget. The Exco meets monthly to receive management’s
reports on these matters.

Nominating Committee ("NC"): The NC reviews nominations of directors for appointment
to the Board and board committees and nominations to the key executive positions of CEO,
President, Deputy President and Chief Financial Officer. On an annual basis, the NC assesses
the independence and performance of the directors and the Board. In carrying out its
assessment, the NC makes reference to a set of criteria. The NC meets at least once a year
and the membership of the NC is reviewed every year.



Remuneration Committee ("RC"): The RC makes recommendations to the Board on
directors’ fees and allowances, remuneration of the executive directors and granting of share
options to employees. RC members abstain from deliberations in respect of their own
remuneration.

The remuneration policy of the Bank seeks, inter alia, to align the interests of employees with
those of the Bank, to reward and encourage performance based on the Bank’s core values
and to ensure that remuneration is commercially competitive to attract and retain talent. The
typical remuneration package comprises fixed and variable components, with the base salary
making up the fixed component. The variable component can be in the form of a performance
bonus and/or share options.

Annually, the Board submits directors’ fees as a lump sum for shareholders’ approval. The
sum is divided among the directors with those having additional responsibilities as chairman
or members of board committees receiving a higher portion of the approved fees. Details
of the total fees and other remuneration of the directors are set out in the Directors’ Report
on page 83. As disclosed in the Directors’ Report on page 83, no share options were granted
to the directors of the Bank during the financial year.

The Bank's top five executives are remunerated competitively at comparable market levels
on a performance-related basis. The Bank believes that it is not in the best interest of the
Bank to disclose details of the remuneration of its top five key executives. There is no
immediate family member (as defined in the Singapore Exchange’s Listing Manual) of a
director in the employ of the Bank whose annual remuneration exceeds $150,000, except
for Mr Wee Ee Cheong, the son of Mr Wee Cho Yaw, whose annual remuneration is disclosed
in the Directors’ Report on page 83.

The Code recommends that the chairman of the RC should be an independent and
non-executive director but the Board is of the view that Mr Wee Cho Yaw is the best person
to chair the committee. The RC meets at least once a year.

Audit Committee ("AC"): The AC carries out the functions set out in the Code and
Companies Act. The AC’s terms of reference include reviewing the financial statements, the
internal and external audit plans and audit reports, the external auditors’ evaluation of the
system of internal accounting controls, the scope and results of the internal and external
audit procedures, the adequacy of internal audit resources, the cost effectiveness, independence
and objectivity of external auditors, the significant findings of internal audit investigations
and interested person transactions. The reviews are made with the internal and external
auditors, the financial controller and/or other senior management staff, as appropriate.
Annually, the AC also nominates the external auditors for re-appointment. The AC has
nominated Messrs Ernst & Young for re-appointment as auditors for shareholders’ approval
at the forthcoming Annual General Meeting.

The AC reviews with the internal and external auditors their evaluation of the Bank’s systems

of internal controls and risk management processes, and reports the results of its review to
the Board. The AC notes that in establishing a system of internal controls, due consideration
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has to be given to the materiality of the relevant risks, the probability of loss and the costs
that would be incurred in implementing the control measures. The Board derived reasonable
assurance from reports submitted to it that the internal control systems and risk management
processes, which are designed to enable the Bank to meet its business objectives while
managing the risks involved, are satisfactory for the Bank’s business as presently conducted.

The AC reviews and discusses with management and the external auditors, the UOB Group’s
audited financial statements for the financial year 2004, the quality of the accounting
principles that are applied and their judgement on items that might affect the financials.
Based on the review and discussions, the AC would then form its view as to whether the
financial statements are fairly presented in conformity with generally accepted accounting
principles in all material aspects.

The AC also reviews the financial, business and professional relationships between the external
auditors and the Bank. External auditors are requested to affirm quarterly that their
independence and objectivity has not been affected by any business or other relationship
with the Group. If there are non-audit services provided by the external auditors to the Group,
the AC will form its own view as to whether the volume and nature of the non-audit services
provided would be likely to affect the independence and objectivity of the external auditors.

The AC has the power to conduct or authorise investigations into any matter within its terms
of reference. The AC is given reasonable resources for the proper discharge of its duties.

The AC meets separately with the internal auditor and the external auditors and also among
themselves, in the absence of management, when necessary. Last year, the AC held four
meetings.

Independent Review Committee (“IRC"): Local banks are required by law to divest their
non-core assets within a prescribed time frame. The Board formed the IRC as an ad hoc
committee to assist the Board to examine proposals for divestment of the Bank'’s
non-core assets.

The IRC comprises three independent directors, namely, Mr Ernest Wong Yuen Weng,
Mr Philip Yeo Liat Kok and Prof Cham Tao Soon. The IRC meets as and when necessary.

Internal Audit

The Group has a well-established internal audit function (“Group Audit”). Group Audit,
which reports to the AC and administratively to the Chairman and CEO, assists the Board
in assessing and reporting on business risks and the internal controls of the Group. Group
Audit operates within the framework defined in its Audit Charter. It has adopted the Standards
for the Professional Practice of Internal Auditing set by the Institute of Internal Auditors.
In addition, Group Audit was awarded the ISO 9001 (2000) Certification by the UK and
USA Accreditation Services in August 2001 and is subject to semi-annual inspections for
re-certification.



There are formal procedures for Group Audit to report its audit findings to management and
to the AC. The AC reviews Group Audit’s annual audit plan at the beginning of each year
and reviews the results of the audits at subsequent AC meetings.

The scope of Group Audit covers the audit of all the Bank’s units and operations, including
its overseas branches and subsidiaries. The audits carried out on the Bank’s units and operations
are prioritised based on audit risk assessments. Group Audit’s responsibilities include but are
not limited to the audits of operations, lending practices, financial controls, management
directives, regulatory compliance, information technologies and the risk management process
of the Bank. Group Audit focuses its efforts on performing audits in accordance with the
audit plan which is prioritised based on a comprehensive audit risk assessment of all auditable
areas identified in the UOB Group. The structured audit risk assessment approach ensures
that all risk-rated auditable areas are kept in view to ensure proper coverage and audit
frequency. The risk-based audit plan is reviewed annually taking into account the changing
business and risk environment.

Group Audit participates actively in major systems development activities and project
committees to advise on risk management and internal control measures. In addition, Group
Audit audits the various application systems in production, data centres, network security
and the Information Technology sector, paying special attention to key Internet banking and
e-commerce application systems. Group Audit uses the Control Objectives for Information
and Related Technology (COBIT) for evaluating the internal controls of systems.

The banking subsidiaries, United Overseas Bank (Malaysia), Bank of Asia and UOB Radanasin
Bank in Thailand and United Overseas Bank Philippines, each has its own internal audit
function and is subject to the local regulations. The Head of Internal Audit in each of the
banking subsidiaries reports to the respective local Audit Committees and to Group Audit
and administratively, to the local CEO. They are required to provide a monthly report on audit
activities and significant issues to the Chief of Group Audit. Group Audit conducts audits
of selected business areas and reviews the internal audit work of each of the banking
subsidiaries. The Chief of Group Audit also attends the Audit Committee meetings of each
of the banking subsidiaries by invitation.

Mr Larry Lam
Senior Vice President & Chief Auditor

Mr Larry Lam joined the Bank in January 1998. He holds Bachelor of Information
Systems and Master of Business Administration degrees from California State Polytechnic
University. Mr Lam is a Certified Public Accountant (USA) as well as a Certified
Information Systems Audiitor. He brings to the Bank 17 years of internal and external
auditing, and information technology experience from the United States. Mr Lam was
a Governor of the Institute of Internal Auditors, Singapore from 2001 to January
2005. Mr Lam serves as a member of the Advisory Committee for the School of
Business and Accounting at the Ngee Ann Polytechnic. He is also a voting member
of the International Banking Security Association.
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Risk Management

As the management of risk is fundamental to the financial soundness and integrity of the
Group, risk evaluation forms an integral part of the Group’s business strategy development.
The risk management philosophy is that all risks taken must be identified, measured, monitored
and managed within a robust risk management framework, and that returns must be
commensurate with the risks taken.

The Board has overall responsibility for determining the type and level of business risks that
the Group undertakes to achieve its corporate objectives. The Board has delegated to various
committees the authority to formulate, review and approve policies and limits on monitoring
and managing risk exposures. The major policy decisions and proposals on risk exposures
approved by these committees are subject to review by the Exco.

The various committees comprise top management and senior executives of the Bank who
meet regularly to deliberate on matters relating to the key types of risks under their respective
supervision. The key risks are credit and country risk, balance sheet risk, liquidity risk, market
risk and operational risk.

The Credit Committee deals with all credit as well as country/transfer risk matters, including
approval of credit applications, formulation of credit policies and the review of existing credit
facilities.

The Asset Liability Committee formulates, reviews and approves policies, limits and strategies
regarding the balance sheet structure, liquidity needs and trading activities.

The Investment Committee formulates, reviews and approves policies, limits and strategies
regarding the investment and management of funds.

The Computer Committee determines and oversees the prioritisation of the Group’s
investments in IT as well as the resources committed to the development of the Group’s
technology strategy and infrastructure, and ensures that these are in line with the Group’s
business strategy.

The Management Committee formulates, reviews and approves policies and strategies
relating to the monitoring and management of operational risks of the Group across all
business and support units, as well as those relating to anti-money laundering measures.
Under the Group Operational Risk Management framework, business and support units
identify significant operational risks relating to their respective areas of operations and
continually assess and monitor these risks through the Operational Risk Self Assessment
(ORSA) process and through Key Operational Risk Indicators (KORIs).

The Risk Management & Compliance sector, which is independent of the business units,
performs the role of implementing risk management policies and procedures. With respect
to regulatory and operational compliance, the Risk Management & Compliance sector develops
policies to address the requirements for each business unit and, through the compliance
officers in the business units, puts in place the proper control procedures to ensure compliance.
In addition, the Middle Office under Finance Division will enforce compliance of trading



Directors’ attendance 2004

policies and limits by the trading desks at Global Treasury. The process by which the Group’s
risk exposures are monitored and managed is detailed under the section 'Risk Management’
on pages 28 to 53.

Interested person transaction

In May 2004, Kheng Leong Company (Pte) Ltd, a company regarded an associate of Messrs
Wee Cho Yaw, the Chairman and Wee Ee Cheong, the Deputy Chairman of the Bank,
renewed its lease of premises at #34-20 UOB Plaza 2, a building owned by the Bank, for a
period of three years commencing 23 July 2004. The terms of the lease were supported by
an independent valuation by DTZ Debenham Tie Leung (SEA) Pte Ltd.

Communication with shareholders

The Board keeps shareholders updated on the business and affairs of the Bank through the
quarterly release of the Bank’s results, the timely release of relevant information through the
SGXNET of the Singapore Exchange and the publication of the Bank’s annual report.
Shareholders are given the opportunity to raise relevant questions and communicate their
views at shareholders’ meetings. The Bank also holds media and analysts' briefings of its
results. The Bank does not practise selective disclosure of information. Shareholders and
investors can visit the Bank’s investor relations website at www.uobgroup.com for the latest
information on the Bank.

Ethical standards

The Bank has adopted the Association of Banks in Singapore’s Code of Conduct, which sets
out the standards of good banking practice, for all staff and drawn up guidelines for
compliance. The Bank has also adopted the Singapore Exchange’s Best Practices Guide with
respect to dealings in securities and has developed a Code on Dealings in Securities for the
guidance of directors and employees. In addition, the Bank manages its business according
to the core values of integrity, performance excellence, teamwork, trust and respect, which
staff subscribe to and are assessed on.

Name of director Number of meetings attended in 2004

Independent
Board of Executive Audit Nominating Remuneration Review
Directors Committee Committee Committee Committee Committee
Mr Wee Cho Yaw 10 11 = 1 1 -
Mr Wee Ee Cheong 10 11 - - - -
Mr Koh Beng Seng 11 11 - - - -
(Resigned on 16 Feb 2005)
Mr Ngiam Tong Dow 10 11 - - - -
Mr Ernest Wong Yuen Weng 10 = = = 2
Mr Wong Meng Meng 8 - - -
Mr Sim Wong Hoo 0 - - 1 - -
(Resigned on 17 Oct 2004)
Mr Philip Yeo Liat Kok 9 - 4 - 1 1
Prof Cham Tao Soon 8 3 1 2
Mr Tan Kok Quan 6 - 4 - - -
Prof Lim Pin 5 - - 0 0 -
Mrs Margaret Lien Wen Hsien 11 - - - - -
Mr Ng Boon Yew 8 - - - - -
Number of meetings held in 2004 1 11 4 1 1 2
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Credit and Country Risk Management

Credit risk

Counter-party and credit risk is defined as the potential loss arising from any failure by
customers to fulfill their obligations, as and when they fall due. All credit exposures, whether
on-balance sheet or off-balance sheet, are assessed. These obligations may arise from lending,
trade finance, investment, receivables under derivative and foreign exchange contracts and
other credit-related activities undertaken by the Group.

The Credit Committee, under delegated authority from the Board of Directors, approves
credit policies, guidelines and procedures to control and monitor such risks. It has
day-to-day responsibility for identifying and managing portfolio and risk concentration issues,
including country exposure and industry sector exposure. The risk parameters for accepting
credit risk are clearly defined and complemented by policies and processes to ensure that
the Group maintains a well-diversified and high-quality credit portfolio. The decisions of the
Credit Committee and its monthly risk management reports are reviewed by the Executive
Committee of the Board.

Credit discretionary limits are delegated to officers of individual business units, depending
on their levels of experience. Approval of all credits is granted in accordance with credit
policies and guidelines. Defined credit risk parameters include single borrower, obligor,
security concentrations, identified high-risk areas, maximum tenor, acceptable structure
and collateral types.

Policies are also in place to govern the approval of 'Related Parties’ credit facilities. 'Related
Parties’ refers to individuals or companies with whom the authorised credit approving authority
and/or his/her immediate family members have a relationship, whether as director, partner,
shareholder or any other relationship which would give rise to a potential conflict of interest.

Credit Risk Management

Formulation of credit policies and Classification and specific provisioning
risk parameters e Classification and de-classification

o Acceptable collateral/concentrations e Provisioning of non-performing loans

e Maximum advance margin for

Credit rating system

collateral e Calibration of borrower risk
e Maximum single borrower e Credit alert

and obligor exposures

e Maximum tenor of facility Portfoli i
ortfolio review

e Setting concentration limits
e Concentration analysis
e Stress testing

Basel Il implementation
o Impact studies

e Data requirements

e Systems enhancement

Discretionary limits A
y o Credit processes

e Delegation of
discretionary
limits tiered by:

- Corporate grade
- Portfolio
- Track record

Communication of

policies/procedures

e Education of policies and
procedures through
online distribution

e Upgrading of skills through
continuous training

Country of risk
e Setting of country/cross-border limits
o Analysis of country/cross-border risks



Credit relationships with 'Related Parties’ must be established on a strictly arm’s length
commercial basis. An approving authority shall abstain and absent himself/herself from the
deliberation and approval of credit cases where the borrower is a ‘Related Party’ except
when the 'Related Party’ is a:

e company within the UOB Group;
e publicly listed company or company related to a publicly listed company;
e company formed by professional bodies, trade or clan associations, or societies.

The Board of Directors must be informed immediately in the event that any 'Related Party’
borrower is in default of payment and/or in breach of any material term of the credit facility
and such default or breach is not rectified within seven days of notice from the Group.

A comprehensive set of limits (country, regional, industry and counter-party) is in place to
address concentration issues in the Group's portfolio. A rigorous process is established to
regularly review and report asset concentrations and portfolio quality so that risks are accurately
assessed, properly approved and monitored. These cover large credit exposures by obligor
group, collateral type, industry, product, country, level of non-performing loans and adequacy
of provisioning requirements.

In particular, the trends and composition of exposures to property-related loans are closely
monitored, analysed and reported on an on-going basis to ensure that exposures are
kept within regulatory limits and internal guidelines. The exposure concentrations and
non-performing loans by industry type are reported to the Credit Committee and the
Executive Committee of the Board on a monthly basis and to the Board of Directors on
a quarterly basis.

Credit audits and reviews are regularly carried out to proactively identify and address
potential weakness in the credit process and to pre-empt any unexpected deterioration in
the credit quality.

The Group has made significant progress in its preparations for the New Basel Capital
Accord (Basel Il) and is already well in advance in developing, configuring and operationalising
many of its systems and processes to prepare for the adoption of Basel Il. The Group
remains committed and will continue to invest in and strengthen its risk management
systems, processes and practices to reach Internal Rating Based (IRB) compliance at the
earliest date. To this end, the Group has engaged consultants in the relevant subject matters
to provide advice on their fields of expertise.
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By industry type (%)

Customer loans

Loans and advances are made to customers in various industry segments and business lines.
The top 20 obligor group borrowers and top 100 group borrowers made up 14.4% and
23.7% of total loans and advances respectively.

Obligor groups are defined in accordance with Notice to Banks, MAS 623, to comply with
Section 29(1)(a) of the Banking Act. Where the parent company is a borrower, exposures to
the parent company and companies that it has 20% or more shareholding or power to
control are aggregated into a single obligor group.

As at 31 December 2004, 38.3% of the Group’s exposure was in its personal financial services
portfolio, comprising mainly housing loans, other mortgage loans, credit cards and vehicle
financing. The balance of the exposure was spread among various industry segments.

The composition of loans and advances and contingent liabilities to customers as at
31 December was as follows:

Loans & advances Contingent liabilities

2003 2003

Transport, storage and

communication 3.1 3.4 3.3 2.2 1.9 2.8
Building and construction 11.0 11.7 14.7 16.4 17.2 17.4
Manufacturing 11.5 9.4 8.6 9.6 8.4 10.3
Non-bank financial institutions 15.0 16.6 17.3 42.2 46.3 45.5
General commerce 16.0 14.8 15.0 19.4 17.2 13.7
Professionals and private individuals 14.9 15.4 15.0 1.8 2.6 2.7
Housing loans 234 23.6 22.2 - - -
Other 5.1 5.1 3.9 8.4 6.4 7.6
Total (%) 100.0 100.0 100.0 100.0 100.0 100.0
Total ($ million) 67,977 62,581 62,339 9,818 8,544 8,682
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Classification and provision of loans

The Group classifies its loan portfolios according to the borrower’s ability to repay the loan
from its normal source of income. All loans and advances to customers are classified into the
categories of 'Pass’, ‘Special Mention’ or 'Non-Performing’. Non-Performing Loans are further
classified as ‘Substandard’, ‘Doubtful’ or ‘Loss’ in accordance with Notice to Banks,
MAS 612. The Group also practises split classifications of ‘Substandard — Doubtful’ and
‘Substandard — Loss’, whereby ‘Substandard’ is the secured portion. Interest income on all
Non-Performing Loans is suspended and ceases to accrue. Such loans will remain classified
until servicing of the account becomes satisfactory. Where appropriate, classified loans are
transferred to in-house recovery specialists to maximise recovery prospects.



Loan classification

Pass

Special Mention

Non-Performing:

All payments are current and full repayment of interest and principal from normal sources is not in doubt.

There is some potential weakness in the borrower’s creditworthiness, but the extent of any credit
deterioration does not warrant its classification as a Non-Performing Loan.

There is weakness in the borrower’s creditworthiness that jeopardises normal repayment.

Substandard Default has occurred or is likely to occur. The loan is more than 90 days past due, or the repayment

schedule has been restructured.

Non-Performing: The loan is partially secured by tangible collateral and the recovery rate on the unsecured portion is

Substandard — Doubtful expected to be more than 50%.

Non-Performing: The loan is partially secured by tangible collateral and the recovery rate on the unsecured portion is
Substandard — Loss expected to be less than 50%.

Non-Performing: There is severe weakness in the borrower’s creditworthiness, full repayment is highly questionable and
Doubtful no collateral is available.

Non-Performing: The chance of recovery from the loan is insignificant and no collateral is available.

Loss

The Group's provisions for credit losses are intended to cover probable credit losses through
charges against profit. The provisions consist of an element that is specific to the individual
loan and also a general element that has not been specifically identified to individual loans.
The Group constantly reviews the quality of its loan portfolio based on its knowledge of the
borrowers and, where applicable, of the relevant industry and country of operation.

A specific provision is made when the Group believes that the creditworthiness of a borrower
has deteriorated to such an extent that the recovery of the entire outstanding loan is in
doubt. The amount of specific provision to be made is based on the difference between
the collateral value or discounted cash flows of an impaired loan and the carrying value
of that loan.

A general provision is made to cover possible losses and could be used to cushion any losses
known from experience to exist in the loan portfolio. In relation to the loan portfolios of its
overseas operations, the Group’s policy is to make provisions based on local (ie, the country
of domicile of the overseas operation) regulatory requirements for local reporting purposes
and then, where necessary, to make additional provisions to comply with the Group’s
provisioning policy and the Monetary Authority of Singapore (MAS) regulations.

Specific provision is made for each loan grade in the following manner:

Loan Recovery

classification expectation Provision

Substandard >90% to 100% 10% to 50% of any unsecured loan outstanding
Doubtful 50% to 90% 50% to 100% of any unsecured loan outstanding
Loss < 50% 100% of any unsecured loan outstanding
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Loan interest

The classification of a loan as non-performing does not disqualify the Group of its entitlement
to interest income. It merely registers the uncertainty faced by the Group in the collection
of such interest income. The Group has adopted the approach that once a loan is classified
as non-performing, interest will be suspended and will cease to accrue, irrespective of whether
any collateral would be adequate to cover such payments.

Write-off

A classified account is written off where there is no realisable tangible collateral securing the
account and all feasible avenues of recovery have been exhausted or where the borrower
and guarantors have been bankrupted, wound up, and/or proof of debt filed. Approval from
MAS must be obtained before director-related loans and other loans, as required under
Notice to Banks, MAS 606, can be written off.

Non-performing loans (NPLs) and cumulative provisions of the Group

NPLs rose by $324 million or 6.3% to $5,484 million as at 31 December 2004, compared
to $5,160 million as at 31 December 2003 due to the acquisition of Bank of Asia (BOA). NPL
ratio was 8.0% as at 31 December 2004. Excluding BOA's NPLs of $1,030 million, Group’s
NPLs would have edged down by 13.7% to $4,454 million over 31 December 2003 and the
NPL ratio would have improved to 6.9%. Of the total NPLs, $3,347 million or 61.0% was
in the Substandard category and $2,797 million or 51.0% were secured by collateral.

Total cumulative provisions of $3,724 million as at 31 December 2004 increased 11.8%,
compared to $3,332 million as at 31 December 2003. Excluding BOA's provision of
$589 million, the Group’s total cumulative provisions would have reduced by 5.9% to
$3,136 million which was in line with lower NPLs. The total cumulative provisions
provided 67.9% cover against total NPLs, compared to 64.6% as at 31 December 2003.
Unsecured NPLs as at 31 December 2004 were 138.6% covered by total cumulative
provisions, compared to 141.4% as at 31 December 2003.

NPLs by loan classification and cumulative provisions as at 31 December were as follows:

Non-performing loans and cumulative provisions of the Group
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B Doubtful NPLs

5,679
5,160 5,484

3,619 3,347

1,899 2,079 1,910
447 350 2,354

1,435 1,613 1,425 1,422 1,787 1,370

2002 2003 2004

Substandard NPLs W8 General Provisions ~ HEl Specific Provisions



Ratios (%) 2004 2003 2002 2001

NPLs*/Gross customer loans 8.0 8.1 9.0 9.3
NPLs*/Gross customer loans and debt securities 7.2 7.7 8.7 9.0
NPLs/Total assets a1 4.5 53 52
Cumulative provisions/NPLs 67.9 64.6 61.7 559
Cumulative provisions/Doubtful & Loss NPLs 174.3 179.7 170.1 157.5
Cumulative provisions/Unsecured NPLs 138.6 141.4 138.3 136.6
Cumulative provisions*/Gross customer loans 5.4 5.2 5.5 52

General provisions/Gross customer loans
(net of specific provisions* for loans) 2.1 2.3 2.4 2.3

* Excluding debt securities.
* Including debt securities.

NPLs and cumulative provisions of the Five Regional Countries

NPLs of the Five Regional Countries increased by 66.3% to $2,292 million as at
31 December 2004 from $1,378 million as at 31 December 2003. Excluding BOA's
NPLs of $1,030 million, regional NPLs would have registered a decline of 8.4% to
$1,262 million over 31 December 2003 and NPL ratio would have dropped to 12.4% as at
31 December 2004.

Total cumulative provisions for the Five Regional Countries were $1,685 million as at
31 December 2004. This was 50.0% or $562 million higher than the provisions of
$1,123 million as at 31 December 2003. The cumulative provisions represented 73.5% of
total NPLs and 181.6% of Doubtful and Loss NPLs in the Five Regional Countries.

Non-performing loans and cumulative provisions of the Five Regional Countries
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Ratios (%) 2004 2003 2002 2001
NPLs*/Gross customer loans 15.2 14.1 17.0 19.2
NPLs*/Gross customer loans and debt securities 13.9 13.4 16.6 18.0
Cumulative provisions/NPLs 735 81.5 83.3 76.1
Cumulative provisions/Doubtful & Loss NPLs 181.6 199.1 177.9 140.0
Cumulative provisions*/Gross customer loans 111 11.5 14.1 14.7

General provisions/Gross customer loans
(net of specific provisions* for loans) 4.1 5.7 6.6 7.0

NPLs/Gross exposure to the
Five Regional Countries 7.5 6.7 8.9 8.9

* Excluding debt securities.
* Including debt securities.
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NPLs and cumulative provisions of Greater China

NPLs of Greater China of $161 million as at 31 December 2004 remained the same as that
as at 31 December 2003. However, the NPL ratio for Greater China improved by 0.2% point
t0 8.0% as at 31 December 2004 from 8.2% as at 31 December 2003.

Total cumulative provisions for Greater China of $77 million as at 31 December 2004 were
$9 million or 10.5% lower compared to $86 million as at 31 December 2003. The cumulative
provisions provided coverage of 47.8% for the total NPLs and 130.5% for the Doubtful and

Loss NPLs.

Non-performing loans and cumulative provisions of Greater China
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106
69

33

30 22

I General Provisions

161 161

86 102 77
25 24 25
2003 2004

H Specific Provisions

NPLs*/Gross customer loans

NPLs*/Gross customer loans and debt securities

Cumulative provisions/NPLs

Cumulative provisions/Doubtful & Loss NPLs
Cumulative provisions*/Gross customer loans

General provisions/Gross customer loans
(net of specific provisions* for loans)

NPLs/Gross exposure to Greater China

2004 2003 2002 2001
8.0 8.2 7.3 12.4
7.0 7.4 6.1 10.7

47.8 53.4 54.4 44.5

130.5 156.4 145.6 112.6
3.8 4.4 4.0 55
1.3 1.3 1.2 1.2
1.5 1.7 2.4 57

* Excluding debt securities.
*+ Including debt securities

NPLs by region

By geographical region, Singapore accounted for $2,949 million or 53.8% of the total NPLs
as at 31 December 2004. NPLs of Singapore decreased $581 million or 16.5% compared to
the $3,530 million as at 31 December 2003.

As at 31 December 2004, NPLs of the Five Regional Countries were $2,292 million and
constituted 41.8% of the total NPLs as at 31 December 2004. The increase was from Thailand,
mainly due to the NPLs of $1,030 million from BOA. Excluding the NPLs from BOA, NPLs for
the Five Regional Countries would have fallen to $1,262 million, representing 28.3% of the

total NPLs as at 31 December 2004.



As at 31 December 2004, the NPLs of Greater China of $161 million was the same as that
as at 31 December 2003.

$ million 2004 2003 2002 2001
Singapore 2,949 3,530 3,935 3,819
Malaysia 873 930 943 1,028
Indonesia 88 119 156 169
Philippines 160 184 208 242
Thailand 1,170 140 144 151
South Korea 1 5 7 10
Five Regional Countries 2,292 1,378 1,458 1,600
Greater China 161 161 182 362
Other 82 91 104 187
Group total 5,484 5,160 5,679 5,968

NPLs by industry

The increase in NPLs as at 31 December 2004 over that as at 31 December 2003 were mainly
from the manufacturing (51.7%) and general commerce (34.0%) sectors while NPLs for
consumer loans reduced (10.0%,).

NPLs by industry as at 31 December were as follows:

2004 2003 2001
As % of As % of As % of As % of
gross gross gross gross
Amount customer Amount customer Amount customer Amount customer
Industry type ($ million) loan ($ million) loan ($ million) loan ($ million) loan

Transport, storage and

communication 119 5.7 105 5.0 124 6.0 99 4.3
Building and construction 844 11.3 756 10.3 843 9.2 1,163 12.0
Manufacturing 1,130 14.5 745 12.7 874 16.2 895 16.8
Non-bank financial institutions 660 6.5 984 9.5 1,029 9.5 1,022 9.5
General commerce 1,006 9.2 751 8.1 769 12.4 825 13.1
Professionals and private individuals 897 8.8 926 9.6 1,014 10.9 939 9.9
Housing loans 505 3.2 632 4.3 668 4.8 556 4.2
Other 244 71 182 5.7 294 5.3 445 6.4
Sub-Total 5,405 8.0 5,081 8.1 5,615 9.0 5,944 93
Debt securities 79 79 64 24
Total 5,484 5,160 5,679 5,968
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Specific provisions by loan classification

Of the total specific provisions of $2,354 million as at 31 December 2004, 75.9% was for
"Loss’ accounts compared to 76.3% as at 31 December 2003. The specific provisions for

each classified loan grade as at 31 December are shown in the following chart:

Specific provisions by loan classification
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Specific provisions by region
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As at 31 December 2004, Singapore and the Five Regional Countries accounted for 49.2%
and 47.5% respectively of the Group’s total specific provisions of $2,354 million, compared
to 62.8% for Singapore and 31.8% for the Five Regional Countries as at 31 December 2003.

$ million 2004 2003 2002 2001
Singapore 1,157 1,200 1,271 1,037
Malaysia 331 383 428 439
Indonesia 68 78 111 88
Philippines 80 76 72 72
Thailand 640 69 87 88
South Korea - 2 2 4
Five Regional Countries 1,119 608 700 691
Greater China 52 61 69 128
Other 26 41 39 43
Specific provisions for the Group 2,354 1,910 2,079 1,899
General provisions for the Group 1,370 1,422 1,425 1,435
Total 3,724 3,332 3,504 3,334




Specific provisions by industry

Specific provisions as at 31 December 2004 were mainly for manufacturing and general
commerce. Specific provisions for manufacturing accounted for 26.1% of the total specific
provisions for loans as at 31 December 2004, representing an increase of 7.2% points over
the 18.9% as at 31 December 2003.

$ million 2004 2003 2002 2001
Transport, storage and communication 56 44 35 28
Building and construction 337 275 369 336
Manufacturing 602 352 398 370
Non-bank financial institutions 190 319 309 308
General commerce 503 316 309 305
Professionals and private individuals 386 360 329 296
Housing loans 93 98 143 80
Other 139 98 138 161
Sub-total 2,306 1,862 2,030 1,884
Debt securities 48 48 49 15
Total 2,354 1,910 2,079 1,899

Rescheduled and restructured accounts

A rescheduled account is one where repayment terms have been modified, but the principal
terms and conditions of the original contract have not changed significantly. This is done to
alleviate a temporary cash flow difficulty experienced by a borrower. It is expected that the
problem is short-term and not likely to recur. The full amount of the debt is still repayable
and no loss of principal or interest is expected.

When an account has been rescheduled three months before it meets the criteria for
auto-classification, the account can be graded as 'Performing’. However, if the rescheduling
takes place after the account has been graded as ‘Non-Performing’, it remains as such and
is upgraded to 'Pass’ after six months and provided there are no excesses and past dues.

A restructured account is one where the original terms and conditions of the facilities have
been modified significantly to assist the borrower to overcome financial difficulties where
the longer-term prospect of the business or project is still deemed to be viable. A restructuring
exercise could encompass a change in the credit facility type, or in the repayment schedule
including moratorium, or extension of interest and/or principal payments and reduction of
accrued interest, including forgiveness of interest and/or reduction in interest rate charged.

When an account has been restructured based on financial consideration, the account will
be graded as ‘Non-Performing’. It can only be upgraded to "Pass’ after six months when all
payments are current in terms of the restructured terms and conditions and there is no
reasonable doubt as to the ultimate collectability of principal and interest.
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Loans that were classified and restructured during the financial year were as follows:

2004 2003 2002 2001
Specific Specific Specific Specific
$ million Amount provisions Amount provisions Amount provisions Amount provisions
Substandard 223 22 196 31 292 9 176 8
Doubtful 49 37 - - 29 13 115 42
Loss 30 30 35 35 37 36 65 57
Total 302 89 231 66 358 58 356 107

Ageing of NPLs

The full outstanding balance of an account is deemed non-current and aged when there are
arrears in interest servicing or principal repayment. The ageing of NPLs as at 31 December
was as follows:

2004 2003 2002 2001
% of

Amount Amount total Amount Amount
Ageing (Days) ($ million) ($ million) NPLs ($ million) ($ million)
Current 548 10.0 670 13.0 774 13.6 925 15.5
=90 357 6.5 378 7.3 473 8.3 874 14.6
91 to 180 596 10.9 464 9.0 789 13.9 547 9.2
> 181 3,983 72.6 3,648 70.7 3,643 64.2 3,622 60.7
Total 5,484 100.0 5,160 100.0 5,679 100.0 5,968 100.0

Accounts that have payment records that are current or < 90 days past due and/or in excess
may be classified as ‘Non-Performing’ if the borrowers are deemed to be financially weak.

Collateral types

The majority of the classified loans are secured by properties in Singapore. Properties are
valued at forced sale value and such valuations are updated semi-annually. NPLs are also
secured by other types of collateral such as marketable securities that include listed stocks
and shares, cash and deposits, and bankers’ standby letters of credit/guarantees.

As at 31 December 2004, 51.0% of total Group NPLs was secured by collateral, compared
to 54.3% as at 31 December 2003.

Secured/unsecured NPLs

2004 2003 2002 2001
% of % of
Amount Amount total Amount total Amount
($ million) ($ million) NPLs ($ million) NPLs ($ million)
Group NPLs

Secured 2,797 51.0 2,804 54.3 3,146 55.4 3,528 59.1
Unsecured 2,687 49.0 2,356 457 2,533 44.6 2,440 40.9
Total 5,484 100.0 5,160 100.0 5,679 100.0 5,968 100.0
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The secured NPLs of the Group by collateral type and based on country of risk as at
31 December were as follows:

Marketable Cash and

$ million Properties securities deposits Other Total
2004

Singapore 1,442 21 19 36 1,518
Five Regional Countries 1,008 85 15 42 1,150
Greater China 84 - - - 84
Other 45 - - - 45
Total 2,579 106 34 78 2,797
2003

Singapore 1,883 51 16 78 2,028
Five Regional Countries 579 69 9 41 698
Greater China 44 1 2 - 47
Other 30 - - 1 31
Total 2,536 121 27 120 2,804
2002

Singapore 2,067 86 36 135 2,324
Five Regional Countries 569 102 2 43 716
Greater China 61 2 - - 63
Other 43 - - - 43
Total 2,740 190 38 178 3,146
2001

Singapore 2,282 136 14 64 2,496
Five Regional Countries 643 97 3 45 788
Greater China 109 11 - 11 131
Other 111 - 2 - 113
Total 3,145 244 19 120 3,528
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Country risk

International lending involves additional risks compared to domestic lending in that there
may be impediments arising from events in a foreign country that prevent repayment of the
foreign borrowers’ obligations to the Group. Such events may affect all borrowers of the
same country. As such, it is important to set limits to safeguard various facets of the Group’s
exposures to any single country.

A system of country and cross-border limits are in place for monitoring country exposures
and avoiding concentration of transfer, economic or political risks. Cross-border exposure is
the summation of all country exposures including intra-group exposures, but excludes
locally funded facilities provided by the Group’s branches/subsidiaries to local
borrowers/counter-parties or where the residual risks remain within a country.

The limit setting process is based on ratings by external agencies and internal country gradings.
The latter is based on updates by country managers and/or business development managers
who may be familiar with the country to quantify the risks of countries monitored, together
with an assessment of current events and developments for each country. This process enables
us to incorporate various quantitative key indicators as well as qualitative factors relating to
each country’s economic, social and political situation. A composite score is then derived and
applied to a standard in-house scale to obtain a numeric rating for the country. This numeric
rating is used to determine the appropriate country and cross-border limits based on a risk
scale that curtails limits to countries where the Group does not have a presence. The limit
setting process also takes into account the size of the Bank’s capital funds, Group assets,
the perceived economic strength and stability of the country of exposure and the assessment
of the Group’s portfolio spread and risk appetite.

These limits are reviewed regularly and reports on country and cross-border exposure are
presented to the Credit Committee at least four times a year. At shorter intervals, based on
updates by country and/or business development managers and other external sources,
current events and developments, limits may be reviewed and business strategies revised as
and when deemed necessary.

Country and cross-border limits approved by the Credit Committee are the primary limits for
all transactions across all counter-parties. Extension of credit may thus be denied where a
country/cross-border risk ceiling is reached although sufficient counter-party limits are available.



Exposure by country of operations
The Group's total direct net exposure to the countries (outside Singapore) in which it has a
presence amounted to $49.1 billion or 36.4% of Group assets as at 31 December 2004,
compared to $37.1 billion or 32.7% of Group assets as at 31 December 2003. Exposure
reported below (excluding contingent liabilities) is categorised into loans to non-banks, banks,
balances due from government and investments.

Exposure to countries outside Singapore (where UOB Group has a presence)

Loans to Net Exposure
Less: Loans to/
investments in % of

subsidiaries Group Contingent
$ million Non-bank Bank Government Investments Total & branches Total assets liabilities
Malaysia
31-Dec-04 7,051 5,014 3,377 1,009 16,451 2,137 14,314 10.6 1,066
31-Dec-03 6,624 4,307 3,353 742 15,026 2,296 12,730 1.2 1,067
31-Dec-02 6,164 2,381 1,990 531 11,066 1,499 9,567 8.9 1,032
Indonesia
31-Dec-04 448 127 234 260 1,069 109 960 0.7 240
31-Dec-03 491 48 165 79 783 50 733 0.7 132
31-Dec-02 444 106 127 67 744 50 694 0.6 67
Philippines
31-Dec-04 197 59 217 2 475 50 425 0.3 46
31-Dec-03 241 53 221 12 527 41 486 0.4 60
31-Dec-02 254 44 225 9 532 31 501 0.5 56
Thailand
31-Dec-04 6,565 165 851 1,937 9,518 1,580 7,938 5.9 993
31-Dec-03 1,642 112 523 244 2,521 156 2,365 2.1 332
31-Dec-02 1,178 112 814 203 2,307 185 2,122 2.0 285
South Korea
31-Dec-04 37 1,568 1,080 482 3,167 - 3,167 2.4 104
31-Dec-03 41 825 596 209 1,671 - 1,671 1.5 173
31-Dec-02 45 1,354 298 98 1,795 12 1,783 1.7 253
Total Regional
Countries
31-Dec-04 14,298 6,933 5,759 3,690 30,680 3,876 26,804 19.9 2,449
31-Dec-03 9,039 5,345 4,858 1,286 20,528 2,543 17,985 15.9 1,764
31-Dec-02 8,085 3,997 3,454 908 16,444 1,777 14,667 13.7 1,693
Greater China
31-Dec-04 2,017 7,007 1,384 439 10,847 3,907 6,940 5.1 571
31-Dec-03 1,968 5,943 1,038 352 9,301 3,340 5,961 5.2 639
31-Dec-02 2,482 4,311 233 648 7,674 2,536 5,138 4.8 504
Other OECD
31-Dec-04 4,878 7,012 1,937 2,215 16,042 943 15,099 11.2 911
31-Dec-03 5,494 5,355 3,059 1,129 15,037 2,076 12,961 11.4 911
31-Dec-02 4,847 4,647 105 716 10,315 1,860 8,455 7.8 878
Other
31-Dec-04 195 121 19 5 340 68 272 0.2 74
31-Dec-03 166 53 17 1 237 12 225 0.2 65
31-Dec-02 154 35 11 4 204 4 200 0.2 47
Grand Total
31-Dec-04 21,388 21,073 9,099 6,349 57,909 8,794 49,115 36.4 4,005
31-Dec-03 16,667 16,696 8,972 2,768 45,103 7,971 37,132 32.7 3,379
31-Dec-02 15,568 12,990 3,803 2,276 34,637 6,177 28,460 26.5 3,122
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Included in investments as at 31 December 2004 was an amount of $301 million, compared
to $174 million as at 31 December 2003 that related to the dealing of debt and equity
securities. Dealing and non-dealing securities as at 31 December were as follows:

2004 2003
$ million Dealing Non-dealing Investments Dealing Non-dealing Investments
Malaysia 213 796 1,009 14 728 742
Indonesia - 260 260 4 75 79
Philippines 1 1 2 9 3 12
Thailand 4 1,933 1,937 32 212 244
South Korea 26 456 482 68 141 209
Five Regional Countries 244 3,446 3,690 127 1,159 1,286
Greater China 27 412 439 27 325 352
Other OECD 26 2,189 2,215 20 1,109 1,129
Other 4 1 5 - 1 1
Total 301 6,048 6,349 174 2,594 2,768

At the country level, the largest exposure was to Malaysia where the Group has a
long-standing presence — $14.3 billion or 10.6% of Group assets as at 31 December 2004
against $12.7 billion or 11.2% of Group assets as at 31 December 2003. The second largest
exposure was to Thailand, amounting to $7.9 billion or 5.9% of Group assets.

Top three direct exposure by country of operations
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Cross-border exposure

As at 31 December 2004, total direct cross-border exposure to the countries where the
Group has a presence amounted to $29.8 billion, compared to $22.7 billion as at
31 December 2003. The top three direct cross-border exposures were United Kingdom,
Malaysia and Hong Kong.

Top three direct cross-border exposure by country
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Cross-border exposure to countries outside Singapore (where UOB Group has a presence)

Loans to

Non-bank Bank Government Investments Intra-Group Total
$ million
Malaysia
31-Dec-04 180 1,027 33 603 2,206 4,049 3.0
31-Dec-03 192 826 34 465 2,230 3,747 3.3
31-Dec-02 130 471 35 342 1,393 2,371 2.2
Indonesia
31-Dec-04 199 63 5 260 139 666 0.5
31-Dec-03 227 47 - 80 82 436 0.4
31-Dec-02 226 99 - 67 71 463 0.4
Philippines
31-Dec-04 - 4 - 2 52 58 -
31-Dec-03 - 4 15 12 42 73 0.1
31-Dec-02 9 4 16 9 34 72 0.1
Thailand
31-Dec-04 95 104 - 1,451 76 1,726 1.3
31-Dec-03 100 91 - 232 49 472 0.4
31-Dec-02 114 44 - 155 80 393 0.4
South Korea
31-Dec-04 32 1,517 - 482 31 2,062 1.5
31-Dec-03 31 989 - 202 27 1,249 1.1
31-Dec-02 36 1,116 - 91 38 1,281 1.2
Total Regional
Countries
31-Dec-04 506 2,715 38 2,798 2,504 8,561 6.3
31-Dec-03 550 1,957 49 991 2,430 5,977 53
31-Dec-02 515 1,734 51 664 1,616 4,580 4.3
Greater China
31-Dec-04 656 3,482 - 195 4,015 8,348 6.2
31-Dec-03 577 2,824 - 1M1 3,553 7,065 6.2
31-Dec-02 651 1,573 - 180 2,868 5,272 4.9
Other OECD
31-Dec-04 897 8,193 238 1,917 1,472 12,717 9.5
31-Dec-03 841 5,310 7 861 2,517 9,536 8.4
31-Dec-02 420 5,901 7 371 2,238 8,937 8.3
Other
31-Dec-04 - 6 - 5 116 127 0.1
31-Dec-03 - 10 - 1 110 121 0.1
31-Dec-02 - 4 - 4 101 109 0.1
Grand Total
31-Dec-04 2,059 14,396 276 4,915 8,107 29,753 22.1
31-Dec-03 1,968 10,101 56 1,964 8,610 22,699 20.0
31-Dec-02 1,586 9,212 58 1,219 6,823 18,898 17.6
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Balance Sheet Risk Management

Balance sheet risk is defined as the potential change in earnings arising from the effect of
movements in interest rates and foreign exchange rates on the structural banking book of
the Group that is not of a trading nature.

The Asset Liability Committee (ALCO), under delegated authority from the Board of Directors,
approves policies, strategies and limits in relation to the management of structural balance
sheet risk exposures. This risk is monitored and managed within a framework of approved
policies and advisory limits by Risk Management & Compliance sector — Asset Liability
Management and is reported monthly to ALCO. The decisions of ALCO and its monthly risk
management reports are reviewed by the Executive Committee of the Board and by the
Board of Directors. On a tactical level, Global Treasury — Asset Liability Management is
responsible for the effective management of the balance sheet risk in the banking book in
accordance with the Group’s approved balance sheet risk management policies.

In carrying out its business activities, the Group strives to meet customers’ demands and
preferences for products with various interest rate structures and maturities. Sensitivity to
interest rate movements arises from mismatches in the repricing dates, cash flows and other
characteristics of assets and liabilities. As interest rates and yield curves change over time,
the size and nature of these mismatches may result in a gain or loss in earnings. In managing
balance sheet risk, the primary objective, therefore, is to monitor and avert significant volatility
in Net Interest Income (NIl) and Economic Value of Equity (EVE). For instance, when there
are significant changes in market interest rates, the Group will adjust its lending and deposit
rates to the extent necessary to stabilise its NII.

The balance sheet interest rate risk exposure is quantified using a combination of dynamic
simulation modelling techniques and static analysis tools, such as maturity/repricing schedules.
The schedules provide a static indication of the potential impact on interest earnings through
gap analysis of the mismatches of interest rate sensitive assets, liabilities and off-balance
sheet items by time bands, according to their maturity (for fixed rate items) or the remaining
period to their next repricing (for floating rate items).

In general, interest rate risk will arise when more assets/liabilities than liabilities/assets are
repriced in a given time band of a repricing schedule. A positive interest rate sensitivity gap
exists where more interest sensitive assets than interest sensitive liabilities reprice during a
given time period. This tends to benefit NIl when interest rates are rising. Conversely, a
negative interest rate sensitivity gap exists where more interest sensitive liabilities than
interest sensitive assets reprice during a given time period. This tends to benefit NIl when
interest rates are falling. Interest rate sensitivity may also vary during repricing periods and
among the currencies in which the Group has positions. The table in Note 43(c) to the
financial statements represents the Group’s interest rate risk sensitivity based on repricing
mismatches as at 31 December 2004. The Group had an overall positive banking book
interest rate sensitivity gap of $8,873 million, which represents the net difference in the
interest rate sensitive assets and liabilities across the time periods. The actual effect on NI
will depend on a number of factors, including variations in interest rates within the repricing
periods, variations among currencies, and the extent to which repayments are made earlier
or later than the contracted dates. The interest rate repricing profile, which includes lending,
funding and liquidity activities, typically leads to a negative interest rate sensitivity gap in
the shorter term.



Complementing the static analysis is the dynamic simulation modelling process. In this process,
the Group applies both the earnings and EVE approaches to measuring interest rate risk. The
potential effects of changes in interest rates on NIl are estimated by simulating the future
course of interest rates, expected changes in the Group’s business activities over time, as well
as the effect of embedded options in the form of loans subject to prepayment and of deposits
subject to preupliftment. The changes in interest rates are simulated using different interest
rate scenarios depicting changes in the shape of the yield curve, including high and low rates,
positive and negative tilt scenarios and implied forward interest rates.

EVE is simply the present value of the Group’s assets less the present value of the Group’s
liabilities, currently held by the Group. In EVE sensitivity simulation modelling, the present
values for all the Group’s cash flows are computed, with the focus on changes in EVE under
various interest rate environments. This economic perspective measures interest rate risk
across the entire time spectrum of the balance sheet, including off-balance sheet items.

Stress testing is also performed regularly on balance sheet risk to determine the sensitivity
of the Group’s capital to the impact of more extreme interest rate movements. This stress
testing is conducted to assess that even under more extreme market movements, for example,
the Asian crisis, the Group’s capital will not deteriorate beyond its approved risk tolerance.
Such tests are also performed to provide early warning of potential worst-case losses so as
to facilitate proactive management of these risks in the rapidly changing financial markets.
The results of such stress testing are presented to ALCO, the Executive Committee of the
Board and the Board of Directors.

The risks arising from the trading book, for example, interest rates, foreign exchange rates
and equity prices, are managed and controlled under the market risk framework that is
discussed under the section ‘Market Risk Management’ on pages 48 to 51.

Liquidity Risk Management

Liquidity risk is defined as the potential loss arising from the Group’s inability to meet its
contractual obligations when due. Liquidity risk arises in the general funding of the Group’s
activities and in the management of its assets and liabilities, including off-balance sheet items.
The Group maintains sufficient liquidity to fund its day-to-day operations, meet customer
deposit withdrawals either on demand or at contractual maturity, meet customers’ demand
for new loans, participate in new investments when opportunities arise, and repay borrowings
as they mature. Hence, liquidity is managed to meet known as well as unanticipated cash
funding needs.

Liquidity risk is managed within a framework of liquidity policies, controls and limits approved
by ALCO. These policies, controls and limits ensure that the Group maintains well-diversified
sources of funding, as well as sufficient liquidity to meet all its contractual obligations when
due. The distribution of sources and maturities of deposits is managed actively in order to
ensure cost-effective and continued access to funds and to avoid a concentration of funding
needs from any one source. Important factors in assuring liquidity are competitive pricing
in interest rates and the maintenance of customers’ confidence. Such confidence is founded
on the Group’s good reputation, the strength of its earnings, and its strong financial position
and credit rating.
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The management of liquidity risk is carried out throughout the year by a combination of cash
flow management, maintenance of high-quality marketable securities and other short-term
investments that can be readily converted to cash, diversification of the funding base, and
proactive management of the Group's 'core deposits’. ‘Core deposits’ is a major source of
liquidity for the Group. These 'core deposits’ are generally stable non-bank deposits, like
current accounts, savings accounts and fixed deposits. The Group monitors the stability of
its "core deposits’ by analysing their volatility over time.

In accordance with the regulatory liquidity risk management framework, liquidity risk is
measured and managed on a projected cash flow basis. The Group is required to monitor
liquidity under ‘business as usual’ and ‘bank-specific crisis’ scenarios. Liquidity cash flow
mismatch limits have been established to limit the Group’s liquidity exposure. The Group has
also identified certain early warning indicators and established the trigger points for possible
contingency situations. These early warning indicators are monitored closely so that immediate
action can be taken. On a tactical daily liquidity management level, Global Treasury — Asset
Liability Management is responsible for effectively managing the overall liquidity cash flows
in accordance with the Group’s approved liquidity risk management policies and limits.

Liquidity contingency funding plans have been drawn up to ensure that alternative funding
strategies are in place and can be implemented on a timely basis to minimise the liquidity
risks that may arise upon the occurrence of a dramatic change in market conditions. Under
the plans, a team comprising senior management and representatives from all relevant units
will direct the business units to take certain specified actions to create liquidity and continuous
funding for the Group’s operations.

Overseas banking branches and subsidiaries must comply with their local regulatory requirements
with regard to liquidity and will operate on being self-sufficient in funding capabilities,
whenever possible. However, the Group’s Head Office in Singapore will provide funding to
them on an exceptional basis, for instance, during a stressed liquidity crisis when they are
unable to borrow sufficient funds for their operational needs or when it is cheaper to fund
through Head Office.

The table in Note 43(d) to the financial statements shows the maturity mismatch analysis of
the Group’s nearer and longer-term time bands relating to the cash inflows and outflows
based on contractual classifications arising from business activities. The projected net cash
outflow in the ‘Up to 7 days’ time band comprises mainly customers’ current accounts
and savings accounts that are repayable on demand. However, when these customer
deposits are adjusted for behavioural characteristics, the projected net cash outflow in the
'Up to 7 days’ time band is very much reduced as they are adjusted out to the longer-term
time bands due to the stable nature of these customer deposits.



Sources of Deposits

The Group has access to diverse funding sources. Liquidity is provided
by a variety of both short-term and long-term instruments. The diversity
of funding sources enhances funding flexibility, limits dependence on
any one source of funds, and generally lowers the overall cost of funds.
In making funding decisions, management considers market conditions,
prevailing interest rates, liquidity needs, and the desired maturity profile
of the Group’s liabilities.

Non-bank customers’ fixed deposits, savings and other deposits continued
to form a significant part of the Group’s overall funding base in the year
under review. As at 31 December 2004, these customer deposits
amounted to $79,019 million and accounted for 74% of total Group
deposits. Bankers' deposits, on the other hand, amounted to
$28,194 million and formed the remaining 26% of total Group deposits.
In terms of deposit mix, fixed deposits comprised the majority of the
funding base at 48%, followed by savings and other deposits at 26%.
Bankers’ deposits are also used by the Group to capitalise on money
market opportunities and to maintain a presence in the inter-bank
money markets.

Sources of Deposits — 2004 $ million % Sources of deposits - 2004

Customer deposits

Fixed deposits 50,933 48 26%
26% °
Savings and other deposits 28,086 26
79,019 74
Bankers' deposits 28,194 26
Total deposits 107,213 100
48%

its — HIR o ® Fixed Savings and ® Bankers’
Sources of Deposits — 2003 $ million % deposits other Heposits deposits

Customer deposits

Savings and other deposits 24,062 27
69,863 79
27% 21%
Bankers' deposits 18,839 21
Total deposits 88,702 100
52%
® Fixed Savings and @ Bankers’
deposits other deposits deposits

United Overseas Bank 47



Risk Management

48 United Overseas Bank

Market Risk Management

Market risk is defined as the potential loss in market value of a given portfolio that can be
expected to be incurred arising from changes in market prices, namely, interest rates, foreign
exchange rates, equity prices, credit spreads and option volatility relating to all the above
rates or prices.

The Group is exposed to market risk in its trading portfolio because the values of its trading
positions are sensitive to changes in market prices and rates.

Market risk is managed using a framework of market risk management policies and risk
control procedures, as well as notional, greeks, risk and loss limits. These limits are proposed
by every trading desk/division (including the Group’s overseas operations), reviewed by Risk
Management & Compliance sector — Market Risk Management and approved by ALCO
annually. ALCO also reviews and approves new limits or changes to existing limits as and
when these are proposed. The powers of ALCO are delegated by the Executive Committee
of the Board whose powers are, in turn, delegated by the Board of Directors. The monitoring
of market risk trading limits and the reporting of any limit excess and ratification are carried
out independently by the Middle Office.

There is no single risk statistic that can reflect all aspects of market risk. The most common
approaches are Value-at-Risk (VaR) and stress testing. These risk measures, taken together,
provide a more comprehensive view of market risk exposure than any one of them individually.
VaR is a measure of the dollar amount of potential loss from adverse market movements
under a normal market environment. Statistical models of risk measurement, such as VaR,
provide an objective and independent assessment of how much risk is being taken. They
also allow consistent and comparable measurement of risks across financial products and
portfolios.

Market risk is measured using VaR methodologies, namely, variance-covariance and historical
simulation models based on historical market data changes for the past 260 days within a
95% confidence level and assuming a one-day trading horizon.

The variance-covariance methodology is a parametric approach that assumes returns are
normally distributed. Under this methodology, a matrix of historical volatilities and correlations
is computed from the past 260 days’ market data changes. VaR is then computed by applying
these volatilities and correlations to the current portfolio valued at current price levels.

The historical simulation methodology is a non-parametric approach that does not make any
underlying assumption about the distribution of returns. The method assumes that actual
observed historical changes in market rates, such as interest and foreign exchange rates,
reflect future possible changes. It uses historical price changes for the past 260 days to
compute the returns of the portfolio and a VaR figure is then obtained from the actual
distribution of these returns of the portfolio based on a 95 percentile.

The VaR calculations are performed for all material trading portfolios.



However, there are certain limitations to the VaR methodologies. They do not reflect the
extent of potential losses that may occur beyond the 95% confidence level or that may occur
for positions that could not be liquidated within the one-day trading horizon. In addition,
historical data may not accurately reflect price changes that are likely to occur in the future
and all VaR methodologies are dependent on the quality of available market data. Hence,
to evaluate the robustness of the VaR model, daily ‘back testing’ of VaR estimates are
conducted against hypothetical losses. This is carried out in accordance with the Group'’s
Back Testing Policy, as approved by ALCO.

To overcome the limitations of VaR as well as to complement VaR, stress and scenario tests
are performed on the trading portfolios. These serve to provide early warning of potential
worst-case losses so as to facilitate proactive management of these risks in the rapidly
changing financial markets. While VaR estimates the Group’s exposure to events in normal
markets, stress testing discloses the risks under plausible events in abnormal markets. Portfolio
stress testing is integral to the market risk management process and, together with VaR, are
important components in risk measurement and control tools.

Stress tests are performed in accordance with the Group’s Stress Testing Policy, as approved
by ALCO. The Group's corporate stress tests are built around changes in market rates and
prices that result from pre-specified economic scenarios, such as historical market events as
well as hypothetical sensitivity analysis, and assume that no action is taken during the stress
event to mitigate risks, reflecting the decreased liquidity that frequently accompanies market
shocks.

Some examples of stress tests that are performed include daily worst-case VaR based on the
worst price changes experienced within the past 260 days and on historical events, for
instance, the 1997/1998 Asian Financial Crisis, the 2000/2001 New Economy Crisis and the
June — August 2002 Investor Confidence Crisis. Hypothetical sensitivity analysis includes
parallel yield curve shifts, steepening and flattening of yield curves at different pivot tenor
points for major trading currencies, equity price stress test, as well as FX stress test for pegged
and Asian currencies.

As with VaR, stress test calculations are performed for all material trading portfolios.

The VaR, stress and scenario testing results are reported to ALCO, the Executive Committee
of the Board and the Board of Directors in accordance with the frequency that they meet.

The risks taken by the Group are measured against corresponding rewards to ensure that
returns are commensurate with the risks taken. A risk-reward measure of Earnings-at-Risk
(EaR) is used as a standard measurement of the risks against corresponding rewards across
different products and business types. EaR is used as a benchmark in the setting of risk limits
against prospective earnings.
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Value-at-Risk (VaR)

The risks taken by the Group, as reflected by the level of VaR, are
dependent on the level of exposure taken by the Group, and the level
of market prices for the relevant period that is used in the computation
of VaR.

The Group’s Daily Diversified VaR, as at 31 December 2004, was
$7.71 million and comprised mainly interest rate risk — including credit
spread risk (79%), foreign exchange risk (11%) and equity/volatility
risk (10%).

The Group’s Daily Diversified VaR for 2004, averaging $4.39 million,
ranged between a low of $2.07 million and a high of $10.02 million.

Group Daily Diversified VaR for 2004

$ million 31-Dec-04 High Low Average
Interest rate 7.97 9.55 0.39 3.48
Foreign exchange 1.09 3.34 0.52 1.38
Equity/volatility 1.00 4.16 0.41 1.58
Diversification effect (2.39) NM NM (2.03)
Total VaR 7.71% 10.02 2.07 4.39*

Group Daily Diversified VaR for 2003

$ million 31-Dec-03 High Low Average
Interest rate 2.30 2.82 1.17 1.82
Foreign exchange 1.05 5.81 0.60 1.43
Equity/volatility 2.62 3.76 0.64 1.75
Diversification effect (1.94) NM NM (1.90)
Total VaR 4.03* 6.81 1.95 3.11*

NM denotes ‘Not Meaningful’ to compute diversification effect because the high and low may
occur on different days for different risk types.

*  Due to rounding



Group Daily Diversified VaR Distribution for 2004
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The Group's daily trading income for 2004, averaging $0.40 million, ranged between a low of $(12.18) million and a high of $12.36 million:

Group Daily Trading Income Distribution for 2004

Number of Days

125

100

D

s(80)

——_ -—— ! —2 v

Number of days: 253

Low: $(12.18) million
High: $12.36 million
Average: $0.40 million

(8.0)-(6.0) 20-4.0 40-6.0 6.0-8.0 80-100  10.0-120 12.0-14.0 >14.0

Profit and Loss ($ million)

Group Daily Trading Income Distribution for 2003

Number of Days

125

100

Number of days: 252
Low: $(9.24) million

High: $5.15 million
Average: $0.75 million

8
—IIl- g g g g ©

(4.0)-(2.0) (2.0)-0 20-40 40-6.0 6.0-8.0 80-100  100-120 120-140 >14.0

Profit and Loss ($ million)

United Overseas Bank

51



Risk Management

52 United Overseas Bank

Operational Risk Management

Operational risk is defined as the risk of loss resulting from inadequate or failed internal
processes, people and systems or from external events. Potential loss may be in the form of
financial loss or other damages, for example, loss of reputation and public confidence that
will impact the Group’s credibility and ability to transact, maintain liquidity and obtain new
business.

Operational risk is managed through a framework of policies, techniques and procedures
as approved by the Management Committee (MC) under its delegated authority from the
Board of Directors. The decisions of the MC and its monthly risk management reports are
reviewed by the Executive Committee of the Board.

This framework of techniques and procedures encompasses the following:
¢ building of Operational Risk Profiles (ORPs);

e conduct of Operational Risk Self Assessment (ORSA) based on the ORPs;
¢ development of an Operational Risk Action Plan (ORAP);

e monitoring of Key Operational Risk Indicators (KORIs);

e collection and analysis of operational risk events/loss data;

¢ monitoring and reporting of operational risk issues.

The building of ORPs involves risk identification, the assessment of inherent or absolute risks,
as well as the identification and classification of management controls. The methodology
provides the tool for the profiling of significant operational risks to which business and
support units are exposed. These units then define the key management policies/procedures/
controls that have been established to address the identified operational risks.

As part of the continual assessment, ORSA provides the business/support heads with an
analytical tool to identify the wider operational risks, assess the adequacy of controls over
these risks, and identify control deficiencies at an early stage so that timely action can be
taken.

Where actions need to be taken, these are documented in the form of an ORAP for monitoring
and reporting to top management.

KORIs are statistical data that are collected and monitored by business units on an on-going
basis for the early detection of potential areas of operational control weakness. Trend analysis
is carried out to determine whether there are systemic issues to be addressed.

A database for collection of operational risk events and losses has been established to enable
the future use of advanced approaches for quantification of operational risks. Additionally,
the analysis of operational risk events and sharing of lessons learnt help to further strengthen
the operational risk management capability of the business units.

Included in the overall framework of operational risk is the disciplined product programme
process. This process aims to ensure that the risks associated with each new product/service
are identified, analysed and managed.



For the implementation of all online products and services, extra care and precautionary
measures are taken to address and protect customers’ confidentiality and interests. Clear
instructions are also posted on the Group’s website to advise and educate customers on the
proper use and safekeeping of their access identification and passwords.

As part of the Group's comprehensive operational risk framework, an enhanced Group-wide
Business Contingency Plan has been developed. In addition, in line with the increasing need
to outsource internal operations in order to achieve cost efficiency, a Group policy has been
established to regulate the outsourcing of services to third parties.

Risk transfer mechanisms, such as insurance, to mitigate the risk of high impact loss events
also form part of this framework. Identified operational risks with relatively high residual risk
assessment ratings and new risks that are beyond the control of the Group will be scrutinised
for insurability.

Legal risk is part of operational risk. Legal risk arises from inadequate documentation, legal
or regulatory incapacity or insufficient authority of customers and uncertainty in the enforcement
of contracts. This is managed through consultation with the Group’s legal counsel and external
counsel to ensure that legal advice is appropriately taken where necessary.

As part of preparations to comply with Basel II, the Group has started mapping all its business
activities to the eight Business Lines as defined by the Basel Committee on Banking Supervision.

Group Compliance

Group Compliance is an independent function that helps to identify, assess and monitor the
Bank’s compliance risk, that is, the risk of financial or reputational loss arising from failure
to comply with all applicable laws, regulations, codes of conduct and standards of good
practice relating to the business activities of the Bank. Group Compliance also advises and
reports on the Bank’s compliance risk.

To fulfill its role, Group Compliance has drawn up policies, guidelines and procedures in line
with applicable laws, rules and standards to provide guidance to business units in their
day-to-day activities. These include guidelines and procedures for the sale of investment
products, opening of accounts and prevention of money laundering and terrorists financing
activities. Additional guidelines and procedures are implemented in business units to avoid
and mitigate conflicts of interests. Regular training sessions are held to create and heighten
staff awareness of applicable laws, rules and standards.

Group Compliance achieves its objectives through a team of dedicated Compliance Officers
in key business lines and support units, including the Group’s overseas branches and
subsidiaries. Overseas compliance officers carry out monitoring programmes in line with the
relevant laws, regulations, policies and procedures in their respective countries, and report
to the Head of Group Compliance who provides them with support and guidance to perform
their tasks.

Group Compliance works closely with business units to manage the Bank’s compliance risks.
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