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Media Release 
 
 
 

OCBC Group’s Full Year 2008 
Net Profit Fell 16% to S$1,749 million 

 
Core Net Profit Fell 21% to S$1,486 million  

due to lower insurance, investment and trading income,  
and increased allowances 

 
 
Singapore, 18 February 2009 - Oversea-Chinese Banking Corporation Limited (“OCBC Bank”) today 
reported a 16% decline in net profit to S$1,749 million for the financial year ended 31 December 2008 
(“FY08”).  Core net profit, which excludes divestment gains and tax refunds from both periods, fell by 
21% to S$1,486 million.   
 
The severe market conditions and depressed economic environment during the year, especially in the 
second half, adversely impacted the Group’s insurance, investment and trading income, and also 
resulted in significantly higher allowances for loans and other assets.  These factors offset a robust 
performance in net interest income driven by loan growth and improved interest margins.  The overall 
contribution from insurance subsidiary Great Eastern Holdings (“GEH”) to the Group’s core net profit 
fell from S$449 million to S$160 million.  Excluding GEH, the Group’s core earnings declined by 7%. 
 
Return on equity, based on core earnings, was 9.9% in FY08, down from 13.4% in FY07.  Core 
earnings per share fell 23% to 46.1 cents.  Core earnings in FY08 excluded S$174 million gains from 
the sale of the Group’s remaining stakes in The Straits Trading Company and Robinson & Company 
Limited, as well as tax refunds and tax write-backs amounting to S$89 million.  In FY07, divestment 
gains amounted to S$90 million and tax refunds were S$103 million. 
 
For the fourth quarter of 2008 (“4Q08”), reported net profit fell 30% year-on-year to S$301 million.  
Excluding S$51 million in tax refunds and write-backs, core net profit was S$250 million for the 
quarter, down 41% from a year ago and 37% lower compared to 3Q08.  Declines in non-interest 
income and increased allowances offset a strong quarter-on-quarter increase in net interest income. 
 
A final tax-exempt dividend of 14 cents per share has been proposed for the financial year ended 31 
December 2008, bringing the full year dividend to 28 cents per share, unchanged from FY07 and 
representing a payout of 58% of core earnings. 
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Revenue 
 

Net interest income grew 24% to S$2,783 million in FY08, underpinned by growth in interest-earning 

assets and improved interest margins.  Gross loans increased by 12% to S$81.3 billion, contributed 

mainly by growth in business loans in Singapore and overseas markets.   Net interest margin widened 

from 2.10% to 2.27%, an eight-year high, as a result of higher loan spreads and lower funding costs, 

partially driven by strong growth in low cost deposits.   

 
Net interest income in 4Q08 rose 28% year-on-year and 15% from the previous quarter to S$783 
million.  Net interest margin for the quarter improved significantly to 2.47%, from 2.14% in 4Q07 and 
2.18% in 3Q08, driven by improved loan spreads, lower funding costs, and strong results from money 
market activities.   
 
Non-interest income (excluding divestment gains) declined 25% to S$1,458 million in FY08.  
Challenging market conditions throughout the year resulted in lower life assurance profits, reduced 
gains from the sale of investment securities, and trading losses in securities and derivatives.  Profit 
from life assurance fell 41% to S$300 million, as the weak and volatile equity and bond markets 
impacted GEH’s insurance results, in particular for its non-participating fund.  Gains from the sale of 
investment securities dropped to S$18 million, from S$202 million in the previous year.  Losses from 
derivatives and securities dealing widened to S$108 million from S$12 million previously. 
 
Fee and commission income, which accounts for about half of total non-interest income, held up 
reasonably well, decreasing by a modest 4% to S$774 million. Declines in stockbroking, wealth 
management and fund management income were mitigated by growth in other fee-based activities, in 
particular, loan-related and trade-related income. 
 
Non-interest income fell in 4Q08, when global markets and confidence were at their most depressed 
levels for the year.  Declines in fee income and life assurance profit, coupled with net losses from 
foreign exchange, securities and derivatives trading and investment securities, resulted in non-interest 
income falling by 44%, both year-on-year and from the previous quarter, to S$259 million. 
 
 
Operating Expenses 
 
Operating expenses for the year increased by 10% to S$1,854 million.  Approximately 42% of the 
increase was due to the Group’s overseas expansion, particularly in China, and the first-time 
consolidation of expenses from PacificMas Berhad (“PacMas”) which became a subsidiary in April 
2008.  Business-as-usual expenses rose by 7%, largely from higher base salaries, an increase in 
headcount, and higher depreciation, rental and business promotion expenses. Compared with 4Q07 
and 3Q08, operating expenses in 4Q08 were lower by 4% and 6% respectively. 
 
With Group revenue largely flat for the year, the cost-to-income ratio increased to 43.7% in FY08, from 
40.1% in FY07.  
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Allowances and Asset Quality 
 
Deterioration in credit markets and economic conditions resulted in a substantial increase in net 
allowances for loans and other assets to S$447 million, from S$36 million in the previous year.  The 
amount comprised S$165 million specific allowances for loans, S$20 million portfolio allowances for 
loans, S$87 million allowances for CDOs, and S$175 million allowances for other assets, primarily 
debt securities. 
 

For 4Q08, net allowances amounted to S$243 million, up from S$156 million in the previous quarter 
and S$13 million a year ago.  Specific allowances of S$159 million were set aside for loans, S$15 
million for corporate CDOs and S$58 million for other assets, while portfolio allowances for loans 
amounted to S$11 million. 
 

The Group’s non-performing loans (“NPL”) and NPL ratio fell steadily during the first nine months of 
the year but rose during the last quarter.  At year-end, non-performing loans were S$1,348 million, 
slightly lower than a year ago, while the NPL ratio improved from 1.7% to 1.5%.  The allowance 
coverage ratio remains healthy, with cumulative allowances representing 125% of NPLs, up from 
116% at the end of 2007. 
 
 
Capital and Funding  
 

OCBC continues to maintain a strong capital position and a solid deposit funding base.  The Group’s 
Tier 1 capital was S$14.3 billion as at 31 December 2008.  Its Tier 1 ratio of 14.9% was well above the 
regulatory minimum of 6%, while the total capital adequacy ratio was 15.1% as compared to the 
regulatory requirement of 10%. 
 
The Group’s loans are well funded by a stable and growing deposit base.  Customer deposits grew 
6% to S$94 billion as at 31 December 2008, led by savings and current account deposits which 
increased by more than 20%.  The loans-to-deposits ratio is at a comfortable 85%, and the Group 
remains a net lender in the Singapore interbank market.   
 
 
Subsidiaries’ Results 
 

GEH reported a 50% decline in net profit for the year to S$272 million, as its life assurance profits and 
shareholders’ fund investments were affected by mark-to-market losses, weak investment profits, and 
higher impairment provisions.  GEH’s contribution to the Group’s core earnings, after deducting 
amortisation of intangible assets, non-core gains, tax write-backs and minority interests, was S$160 
million, down sharply from S$449 million in FY07.  Excluding GEH, the Group’s core net profit showed 
a decline of 7% to S$1,326 million.  
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The Group’s Malaysia and Indonesia banking subsidiaries performed well.  OCBC Bank (Malaysia) 
Berhad grew its net profit by 20% to RM617 million (S$256 million), underpinned by higher net interest 
income, Islamic Banking income and non-interest income.  Bank OCBC NISP achieved a 27% 
increase in net profit to IDR 317 billion (S$40 million), driven by growth in net interest and non-interest 
income and a moderation in expense growth. 
 
 
Dividends  
 
The Board has recommended a final dividend of 14 cents per share for ordinary shareholders, bringing 
the total distribution for 2008 to 28 cents, unchanged from 2007.  The Board’s decision takes into 
account the Group’s strong capital position and anticipated capital needs, and its stated objective of 
maintaining, as far as possible, a steady dividend quantum to provide greater predictability to 
investors.  The 2008 payout represents 58% of core net profit, above the Group’s stated target 
minimum of 45%.  
 
The Bank proposes to reactivate its Scrip Dividend Scheme, which was approved by shareholders in 
1996, to give shareholders the option of receiving the FY08 final dividend in the form of shares instead 
of cash.  This is subject to certain alterations being made to the scheme so that it conforms to the 
current SGX scrip dividend rules.  For shareholders who elect to receive the final dividend in scrip, the 
issue price for the new shares to be alloted is proposed to be set at a 10% discount to the reference 
share price (the average closing price of OCBC shares from the ex-dividend date to the books closure 
date). The reason for offering the scrip option is to provide shareholders with a convenient way to re-
invest their dividends in OCBC shares with minimal transaction costs.  
 
 
CEO’s Comments  
Commenting on the Group’s performance, CEO David Conner said: 
 
“Our results for the year, particularly in the last quarter, were impacted by the global financial crisis and 
economic downturn.  The current recession is expected to continue throughout 2009.  While our 
strategic direction remains unchanged, we intend to manage our expenses more tightly and maintain 
our high alert for risk management given the uncertain outlook.  With our strong liquidity and capital 
position, we are well placed to deal with the challenges ahead and to provide continued support to our 
valued customers.”  
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About OCBC Bank 
 
OCBC Bank is Singapore’s longest established local bank.  It has assets of S$181 billion and a network 
of more than 480 branches and representative offices in 15 countries and territories including 
Singapore, Malaysia, Indonesia, China, Hong Kong SAR, Brunei, Japan, Australia, UK and USA.  This 
network includes more than 370 branches and offices in Indonesia operated by OCBC Bank’s 
subsidiary, Bank OCBC NISP.  OCBC Bank and its banking subsidiaries offer a wide range of specialist 
financial services, from consumer, corporate, investment, private and transaction banking to treasury 
and stock-broking services to meet the needs of its customers across communities. 
 
OCBC Bank’s insurance subsidiary, Great Eastern Holdings, is the largest insurance group in 
Singapore and Malaysia, in terms of assets and market share, and its asset management subsidiary, 
Lion Global Investors is one of the largest asset management companies in Southeast Asia.  Additional 
information may be found at www.ocbc.com. 
 




