Business sectors Amount

Unit: Million Baht

Percentage

1. Agriculture, fishery and forestry 1,675 0.73
2. Mining and quarrying 953 0.42
3. Manufacturing 41,642 18.13
4. Construction 3,820 1.66
5. Wholesale and retail trade 25,769 11.22
6. Import 3,935 171
7. Export 3,266 1.42
8. Banking and finance 24,102 10.50
9. Real estate 23,110 10.06
10. Public utilities 40,378 17.58
11. Services 30,923 13.47
12. Personal consumption 30,072 13.10

Total 229,645 100.00

Non-Performing Loans

Non-Performing Loans (NPLs) are defined by the Bank of Thailand as sub-standard, doubtful and doubtful of loss. At the end of 2005, the Bank

had a NPLs portfolio totaling Baht 7,645 million, a decrease of Baht 3,343 million from 2004.

Unit: Million Baht

Principal
Sub-standard 2,503
Doubtful 3,354
Doubtful of Loss 1,788
Total 7,645
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Loan Classification and Provision for Doubtful Debts

As at 31 December 2005, the Bank had classified debtors in specific accounts which included loans, accrued interest receivables and reserve
for doubtful loans as follows:

Unit: Million Baht

Classified Debtors Obligation before  Obligation after Minimum rate Provision amount Provision amount
deducting deducting of loan loss required by BoT provided
collateral value collateral value provisioning by the Bank
required by BoT
Pass 285,255 82,246 1 812 -
Special Mention 6,092 1,349 2 25 -
Sub-standard 2,507 159 20 32 -
Doubtful 3,375 2,200 50 1,670 -
Doubtful of Loss 1,794 1,148 100 1,150 -
Total 299,023 87,102 - 3,689 7,264

Provision for doubtful debts as required by the Bank of Thailand was Baht 3,689 million; the amount suggested by the Bank of Thailand
included provision for doubtful loans and doubtful of loss totaling Baht 570 million. The Bank had provided a provision for loan loss of Baht 7,264
million, being Baht 3,575 million or 96.91% higher than Bank of Thailand’s requirement. In its opinion, this reserve would absorb any possible losses
from debtors who may not be able to comply with loan restructuring conditions, and reduce any adverse material impact on the Bank’s future
financial position.

Investment in Securities
The Bank’s policies on investment in securities are as follows:

Equities: The Bank has formulated clear objectives for investments in equities, specified guidelines for equity selection to diversify its
investments, and required cut loss limits to reduce risks of price fluctuation in proprietary trading.

Bonds: The Bank invests only in government bonds and bonds guaranteed by Ministry of Finance.

Debt Instruments: The Bank invests only in debentures or other debt instruments of investment grades,i.e. BBB rating or better, with clear
guidelines as to holding periods and cut loss limits in case of proprietary trading.
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As at 31 December 2005, investments in securities were as follows:

Unit: Million Baht

Types of Securities Cost/Amortized Value Percentage

1. Short-term investment 24,767 23.17
1.1 Securities held for trading 433 041
1.2 Hold-to-maturity debt securities 17,725 16.58
1.3 Available-for-sale securities 6,609 6.18
2. Long-term Investment 81,972 76.67
2.1 Available-for-sale securities 19,954 18.66
Government & state enterprise securities 9,716 9.09
Overseas debt securities 1,223 1.14
Private sector debt securities 1,315 1.23
Other debt securities 7,700 7.20
2.2 Hold-to-maturity debt securities 56,942 53.26
2.3 General investments 5,076 4.75
3. Investment in subsidiaries and associated companies 168 0.16
Total investment in securities 106,907 100.00
Minus Allowance for revaluation of investment (665)
Total net investment in securities 106,242

Total return on investment in 2005 was Baht 4,627 million, an increase of Baht 29 million when compared to year 2004’s return on investment
of Baht 4,598 million, due to increase of investments in securities. The Bank reserved an allowance for revaluation of investments in full compliance
with Thai Accounting Standard (TAS) No. 40.

Liquidity

Cashflow Statement showed a net cash investment of Baht 15,128 million, including long-term investments of Baht 14,210 million. Net cash
received from operations amounted to Baht 16,986 million, representing a decrease in lending of Baht 37,243 million, due to the payment of
Sukhumvit AMC note of Baht 55,080 and profit from operation of Baht 6,889 million. Cash used in funding operations amounted to Baht 2,928
million, of which Baht 2,958 million being dividend payment for the 2004 second-half profit in April 2005 and interim dividend payment for the 2005
first-half profit in September 2005.

At the end of 2005, the Bank and its subsidiaries maintained liquidity asset ratio as required by the Bank of Thailand.
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Sources of Funds (The Bank only)
Proper Capital Structure

Important source of funds is deposits, at 94.36% of funding. Debt to equity ratio in 2005 was 11.75, a decrease from 13.29 in 2004, due to
addition of 2005 profit to shareholders’ equities in the amount of Baht 6,265 million.

Shareholders’ Equities

Shareholders’ equities at end of 2005 were Baht 35,640 million, an increase of Baht 2,603 million from the year 2004 of Baht 33,037
million, due to profit of Baht 6,265 million. The Bank paid dividends totaling Baht 2,958 million and unrealized gain on investment declined by Baht 540
million.

Liabilities

As at 31 December 2005, the Bank had a total of Baht 416,186 million in liabilities, a decrease of Baht 22,601 million or 5.15%, due to a
decrease in securities sold under repurchase agreements of Baht 15,000 million. Total liabilities in Baht and foreign currencies at end of 2005 were as
follows:

Baht Currency A total of Baht 414,360 million, 99.56% of total liabilities, consists of:

» Deposits 382,003 Million Baht
» Interbank and money market items 17,977 Million Baht
» Securities sold under repurchase agreements 3,000 Million Baht
» Borrowings 187 Million Baht
» Liability payable on demand 738 Million Baht
» Bank’s liability under acceptances 158 Million Baht
»  Other liabilities 2,460 Million Baht
* Interests payable 1,174  Million Baht
» Discrepancy from transfer of assets from Bangkok Metropolitan Bank 6,663 Million Baht

Foreign Currencies A total of Baht 1,826 million, or 0.44% of total liabilities, consists of:

» Deposits 162  Million Baht
* Interbank and money market items 1,664 Million Baht

Deposits in US dollars accounted for 90.74% of total foreign currency deposits while deposits in other currencies accounted for only 9.26%.
Interbank and money market items in US dollars accounted for 98.74 %.

The Bank’s liabilities in foreign currencies accounted for only 0.44% of total liabilities. Thus, fluctuation of the currency exchange rates would
have negligible impact on the Bank’ financial position.
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Relationship between Sources and Uses of Funds

The Bank only

Unit: Million Baht

2005 Percentage 2004 Percentage
Uses of Funds
Interbank and money market items 14,971 351 2,199 0.50
Securities purchased under resale agreements 8,800 2.06 17,600 3.97
Investments in securities 105,858 24.81 89,804 20.25
Lending 297,078 69.62 333,737 75.28
Total Uses of Funds 426,707 100.00 443,340 100.00
Sources of Funds
Deposits 382,165 94.36 385,470 90.05
Interbank and money market items 19,641 4.85 24,501 5.72
Securities sold under repurchase agreement 3,000 0.74 18,000 421
Borrowing 187 0.05 107 0.02
Total Sources of Funds 404,993 100.00 428,078 100.00

The Bank’s source and use of funds structure for 2005 revealed that loans accounted for 69.62% usage of funds, followed by investments in
securities at 24.81%. The remainder was securities purchased under resale agreements, and interbank and money market items. Major source of
funds came from deposits, at 94.36% of total source of funds, followed by interbank and money market items, and securities sold under repurchase

agreements, at 4.85 and 0.74% respectively.

In 2005, the Bank’s overall loans to deposits ratio of 77.74%.
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Maturity Structure of Sources and Uses of Funds

Unit: Million Baht
The Bank only

Less than 1 year More than 1 year Total
Uses of Funds
Interbank and money market items 13,025 1,946 14,971
Securities purchased under resale agreements 8,800 - 8,800
Investments in securities 23,5652 82,306 105,858
Lending 147,915 149,163 297,078
Total Uses of Funds 193,292 233,415 426,707
Percentage 45.30 54.70 100.00
Sources of Funds
Deposits 342,312 39,853 382,165
Interbank and money market items 19,588 53 19,641
Securities sold under repurchase agreement 3,000 - 3,000
Borrowing 100 87 187
Total Sources of Funds 365,000 39,993 404,993
Percentage 90.13 9.87 100.00

Maturity structure of the Bank’s source and use of funds disclosed that more than 1 year use of funds amounted to Baht 233,415 million or
54.70% of total use of funds, while more than 1 year source of funds amounted to only Baht 39,993 million or 9.87% of total source of funds. Such
mismatch in source and use of funds arises from disparity between maturity structures of loans and deposits, prevalent among Thai commercial banks
where short-term funds are raised for long-term lending or investments. However, since most deposits in the Bank are renewed upon maturity the
Bank has an uninterrupted source of funding for its lending activities.
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Relationship between Financial Costs and Returns

The Bank only

Unit: Million Baht

Amount Percentage
Loans classified by interest types
Loans with fixed interest rates 45,750 15.40
Loans with floating interest rates 251,328 84.60
Total Loans 297,078 100.00
Deposits classified by maturity
Short-term deposits 342312 89.57
Long-term deposits (>12 months) 39,853 10.43
Total Deposits 382,165 100.00

Deposit structure of the Bank,in which short-term deposits were larger than long-term deposits at 89.57% against 10.43%, is also a structure
normally found among Thai commercial banks. Since short-term deposits carry lower interest rates than long-term deposits and short-term deposits
tend to be renewed upon maturity, short maturity of deposits gives the Bank flexibility in managing its costs. On the other hand, since 84.60% of loans
carried floating interest rates, the Bank was able to manage its return in response to any changes in costs.

The most significant cost was the average cost of deposits at 1.49% while loans carried minimum lending rate (MLR) on December 2005
earning 6.75%. However, since promissory notes from Sukhumvit Asset Management Co. Ltd. (AMC notes) accounted for 22.76% of total loans, it
carries a yield of only 1.87%, total yield of loan portfolio was down to 4.22%. Thus, the Bank earned a net spread of 2.73%.

Capital Expenditure

During 2005, the Bank continued its plan to invest in and improve its IT systems to increase efficiency and support the increase in business
volume. These systems were CRM Phase Il, Credit Card Silverlake Phase |, Image Cheque, Loan Multi-Currency and Fixed Asset, and computer
back-up system to prepare for any emergency. In addition, an additional 303 ATM machines were installed and internet banking was further
expanded.

As for investments in land and buildings, the Bank made only necessary and important investments by opening 20 new branches. Ten of
these branches are modern branches located in office buildings and department stores and ten in local communities. Other branches underwent
renovation to modernize their appearance.
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In 2006, the Bank will continue to invest in the installation of more ATMs, and electronic machines, such as passbook update machine, and cash
deposit machine. The Bank plans to open 24 new branches, establish a customer call center, prepare its information base for Basel Il requirements and
improve the efficiency of its IT systems to satisfy customer needs.These projects have been budgeted at Baht 800 million.

Important Financial Ratios

Financial ratios as at 3| December (Consolidated)

Unit : Percent

2003

Profitability Ratios

Gross profit 67.18 67.32 55.38
Net profit 27.73 30.28 15.53
Return on Equity 18.24 19.39 10.75
Loan yield 4.15 3.38 3.74
Cost of deposit 158 1.38 1.95
Spread 257 2.00 179
Return on investment 553 6.50 7.95

Efficiency Ratios

Net interest income to assets 1.56 1.16 0.78
Return on assets 135 135 0.76
Assets turnover (times) 4.88 4.46 4.89
Financial Ratios
Debt to equity (times) 11.75 13.29 13.40
Loans to borrowings 77.60 86.59 79.04
Loans to deposits 77.78 86.85 79.29
Deposit to total liabilities 91.27 87.52 92.97
Dividend payout 4530 @ 46.46 43.65
Capital to risk assets @ 11.92 11.27 11.59

Asset Quality Ratios @

Provision to total loans 4.05 498 7.53
Loan loss to total loans 0.11 0.23 248
NPLs to total loans 3.32 5.18 5.60
Accrued interest receivables to total loans 0.45 0.44 0.58

(1) The Bank announced an interim dividend on profit from operations for the first half of 2005.
(2) Computed from Bank’s financial statement only.
(3) Computed from loan operations, exclusive of AMC Notes and interest receivables from Sukhumvit Asset Management.

36 Annud Report 2005



Historical

Siam City Bank (PCL) was registered with an initial paid-up capital of Baht 1 million on May 8, 1941 and
opened its door for business on May 24, 1941. It now provides universal banking services to business sectors and
the general public through its nation-wide branch network.

Important Changes during the PastYear

Marketing To provide convenience to customers and to promote business expansion, the Bank increased
its distribution channels by opening 20 new branches. Ten of these branches are located in various communities.
The other ten“Modern Branches” are located in office buildings and shopping centers. At these “Modern Branches”
the customers can process transactions by themselves using the banking machines provided, and can also get advice
and information from staff on various products and services. The Bank developed payment systems on its ATM
systems and installed additional 303 ATM machines. By the end of 2005, the Bank had 387 branches and 1,210 ATM
machines. To increase customers’ convenience, the Bank implemented internet banking services in the form of SCIB
d-Banking for business customers and SCIB i-Net for retail customers. On the sales and marketing side, the Bank
has taken a proactive marketing strategy through its branch network by pooling customer data, information
systems, and work procedures from its affiliated companies to support cross selling. The Bank has also organized
several promotion activities and commissioned a production of television commercials to project an image of a
universal bank offering a full range of financial products and services. The “Magic” and “Angel” commercials that
were produced, features respectively tiny business loans and deposits with accident insurance.

Products The Bank has developed a wide variety of products to satisfy the needs of various customer
groups. Products offered by the Bank which were developed jointly with its subsidiaries are deposit with accident
insurance, ATM cards that can be used as student ID cards (SCIB U Card) or cooperative member ID cards (SCIB
CO-0P), SCIB Mortgage Wish, SCIB Personal Wish, SCIB VIP Credit, life insurance for tiny business customers
(SCIB S Care), housing loan customers, and personal loan customers (SCIB Personal Care), automatic deposit of
dividends (SCIB e-dividend), checks for dividend payments, automatic deposits and payments for securities trading
(SCIB | Plus). Counter payment and direct debit/direct credit services were also provided to customers of several
companies and organizations, such as Thai Telephone & Telecommunication (PCL), True Internet Co., Ltd. True
Move Co., Ltd. Dhiphaya Insurance (PCL), Singer Thailand Co., Ltd. CP Foods (PCL), Revenue Department and
Treasury Department. The Bank also sold 10 additional mutual funds managed by Siam City Asset Management
Co, Ltd. and 4 additional policies issued by Max Life Assurance Co., Ltd.
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Personnel The Bank has always recognized the importance of employees’ contribution to its success and has implemented a policy to
improve employees’ skills and capability by drawing up a training roadmap that specifies the required knowledge, skills and competency for each job
position. The roadmap would facilitate precise and efficient training programs and knowledge acquisition for employees at all levels. A consultant was
hired to facilitate improvements human resource management. The first phase of improvement would be to revise compensation and fringe benefits
structures to increase employee motivation. At the end of December 2005, the Bank’s employees numbered 6,650.

Structure and Processes To strengthen competitive capability and to raise service standards, the Bank reorganized its structure to meet
changing business demands. To provide greater convenience and faster service, service delivery systems such as automatic fund transfers, deposit
accounts opening, ATM cards, and payroll system, were upgraded. To improve risk management, the credit rating model for customer loans was
revised. Loan portfolio was analyzed and adjusted to meet the changing credit requirements and credit card portfolio was revised according to the
demographic profile and changing environmental and economic conditions. Last but not least is the Bank’s adherence to prudent management in
accordance with good corporate governance policy.

Information Technology In addition to investment in IT systems to support business growth, such as new credit card systems, cash
management system, image check system, loan multi-currency system and domestic remittance system to support business growth, the Bank also
developed various IT systems to reduce costs and increase efficiency, such as products and customers profitability measurement system, customer
relationship management system, assets liabilities management system, and watch list system. A computer back-up system was also developed to
prepare for any emergency.

Social Activities As a responsible corporate entity, the Bank made social contribution by sponsoring various cultural projects and public
charitable activities.

“Siam City Preserves Thai Uniqueness” project consisted of two activities targeted at young participants. One activity was “Read
and Listen Competition”, which was aimed at developing Thai youth’s ability to pronounce Thai words clearly and correctly; the second, “Thai
Manners Competition”, aimed at raising an awareness of the value of Thai graceful and gentle manners. Both programs were honored by Her Royal
Highness the Crown Princess, who graciously awarded trophies to the winners. Winners also received cash prizes totaling Baht 455,000. The Bank
also produced VCD’s on “Demonstration of Thai Manners,” and “Read and Listen Thai Words” for distribution to educational institutions in
Thailand.

Television documentary “Thai Marks” was aired every Monday, Tuesday and Wednesday at 20.15 hours on Modern 9TV. This program
traces the Thai ways of living from past to present in Thai culture and arts, values and beliefs and other interesting Thai professions. Stories of
particular interest were about Thai indigenous skills that were passed locally from generation to generation, such as skills in weaving Thai silk, Thai
cotton, and the adaptation of Thai clothes in various types of products for export which would gain international recognition.

Red Cross Fair Booth The Bank recognizes the Thai Red Cross Society’s important role in raising funds to help alleviate hardship of those
people who suffered losses from disasters. It participated in the annual Red Cross Fair by opening a booth at the fair and contributed proceeds from
sales at the booth to the Red Cross Society; proceeds were proffered to Her Royal Highness the Crown Princess, Chairperson of the Red Cross
Society.
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Reforestation Project on the Occasion of the 50" Anniversary of His Majesty the King’s Ascension to the Throne

The government initiated a reforestation project to celebrate the 50" anniversary of His Majesty the King's ascension to the Throne.
The project began in 1994 and the 1994-2003 decade was proclaimed the decade of rehabilitation of natural resources, particularly forests. The
objective of the project was to reforest, rehabilitate and maintain 5 million rai of the forests within conservation areas. In 2002, nine years after the
commencement of the project, the government reforested a total of 3.4 million rai of forest areas. The duration of the reforestation efforts was then
extended for another five years under the project name, “Reforestation Project to Celebrate the 50" Anniversary of His Majesty the King's
Ascension to the Throne” The government sought the Bank’s contribution in this effort, through the Thai Bankers Association. The Bank approved
a budget of Baht 18,408,000 toward hiring Rajapruek Foundation to reforest an area of 6,136 rai in the national forest reserve. The area is located on
the right side of Nan River in Baan Nam-ta, Baan Nam-lee, Tambol Nam Man, Ta-pla District, Uttaradit Province. The reforestation and maintenance
work will last 5 years, from 2005 to 2009.

Banking Operations

The Bank conducts businesses permitted under Commercial Bank Act and businesses related to commercial banks as announced by the Bank
of Thailand, Ministry of Finance and other government agencies. Its banking businesses may be divided into two types:

1. Businesses that generate interest and dividend income, such as deposits, loans and investments;

2. Businesses that generate non-interest income, such as fees and other income including foreign exchange, bill discount, letters of credit
for import and export, domestic and international money transfers, credit cards, aval and guarantees, securities and asset management.

In addition to the principal financial services of deposits and loans, the Bank continuously develops and improves its product lines to serve
customers’ needs. Product development includes its own products as well as those developed jointly with its subsidiaries to offer more options to
customers and to satisfy their financial needs. The Bank’s business operations may be divided into 5 principal groups:

1. Corporate Banking Group. Responsible for relationship with large corporate customers whose annual sales exceed Baht 2,000
million, medium size corporate customers whose annual sales average between Baht 200 million to Baht 2,000 million, and small
corporate customers whose annual sales are less than Baht 200 million. Principal products and services include: long-term loan, project
loan, revolving credit line for liquidity purposes such as overdraft and promissory note, international trade finance, guarantees such as
loan guarantee, performance guarantee, avals and bills of acceptance, payment guarantee such as letter of credit and commercial paper,
cash management, foreign currency exchange and investment banking.

2. Retail Banking Group. Responsible for relationship with customers who are owners of tiny businesses requiring loans no larger
than Baht 10 million, and retail customers by offering them basic financial products and services, and new products. Products in this
category include loan for tiny business (SCIB S), loan for new business owner, loan for franchise business, housing loan, consumer loan,
and personal loan. Card businesses include credit card, debit card,and ATM card. Other products include deposits, safe deposit box, gift
check and cashier check.

3.  Financial and Cash Management Group. Responsible for financial management on behalf of corporate and retail customers.
Products in this category include cash management, liquidity management, collection and payment, payroll administration, domestic and
international money transfers. International money transfers include foreign exchange, collection of foreign exchange bills and
traveler’s checks.
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4.  Brokerage and Agency Service Group. Responsible for relationship with institutional, corporate and retail customers. The group
also markets products developed jointly with the Bank’s subsidiaries. Principal products include bancassurance, and trustee services.
Custodian services include custody of securities, delivery and transfer of securities, receipt and payment of securities transactions,
dividend payment, debt instrument holder representation, mutual fund trustee, and selling and buying agent of debt instruments and
mutual funds.

5. Treasury Group. Responsible for the management of the Bank’s assets and liabilities, through proprietary trading of money and
instruments in the money and capital markets to earn highest return for the Bank under an appropriate level of risk in accordance with
related policy and regulations.

Structure and Businesses of Subsidiaries and Affiliated Companies

As at 31 December 2005, the Bank has a total of 6 companies that complement its operations; 4 are subsidiaries and 2 are affiliated
companies.® Details of shareholding in these companies are as follows:

Name of Company Type of Business Bank’s Shareholding Investment Value
(Baht)
Subsidiaries
1. Max Life Assurance Co., Ltd.® Life insurance 100.00% 526,260,000
2. Siam City Asset Management Co., Ltd. Mutual Fund Management 100.00% 170,000,000
3. SCIB Services Co.,, Ltd. Services 100.00% 10,000,000
4. Siam City Securities Co., Ltd.® Securities Trading 99.79% 2,074,743,874
Affiliated Companies
5. Siam City Insurance Co., Ltd. Non-life Insurance 45.50% 31,571,880
Siam Samsung Life Insurance Co., Ltd. Life Insurance 25.00% 125,000,000
Life insurance 2,937,575,754

Note: (1) Excluding three subsidiaries that are in liquidation process, namely Crown Development Co., Ltd., Siam City IT Co,, Ltd.,and The Chada Thong
Properties Co., Ltd.
(2) Formerly Metropolitan Life Insurance Co., Ltd.
(3) FormerlyYuanta Securities (Thailand) Co., Ltd.
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Structure of Incomes (Consolidated)

As at 31 December 2005 As at 31 December 2004

ltems Amount Percent Amount Percent
(Million Baht)) (Million Baht)

Interest and Dividend Incomes
Loans 12,958 58.04 10,993 53.51
Interbank and money market items 386 173 180 0.88
Investments 4,627 20.72 4,598 22.38
Total interest and dividend incomes 17,971 80.49 15,771 76.77
Bad debt and doubtful accounts (299) (1.34) (203) (0.99)
Present value losses from debt restructuring 35 0.16 (281) (1.37)
Total interest and dividend income after bad debt, doubtful

accounts and present value loss from debt restructuring 17,707 79.31 15,287 74.41
Non-interest Incomes
Gain on investments 781 3.50 1,641 7.99
Share of profit (loss) from investment accounted

for under equity method 11 0.05 5 0.03
Fee and Charge

Acceptance, aval and guarantee 311 1.39 288 1.40

Other services 1,812 8.12 1,865 9.08
Gains on exchange 17 0.08 192 0.93
Management fee from Sukhumvit Assets Management Co., Ltd. - - 142 0.69
Other incomes 1,688 7.56 1,123 5.47
Total non-interest income 4,620 20.69 5,256 25.59
Total Income 22,327 100.00 20,543 100.00

Total income for 2005 amounted to Baht 22,327 million, an increase of Baht 1,784 million over 2004. In 2004, interest and dividend income
after bad debt and doubtful accounts and present value losses from debt restructuring amounted to 74.41% while non-interest income amounted to
25.59% of total income. In 2005, non-interest income was down to 20.69% of total income, due to a decrease in gains on investment and foreign
exchange loss from the conversion of dollar assets into Thai Baht in the Cayman Island Branch. Moreover, the Bank no long received asset
management fees from Sukhumvit AMC due to the expiration of contract in 2004.
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Marketing and Competition

Market Overview

Thai financial market experienced another year of intense competition on all fronts. The Financial Master Plan’s one presence concept and
allowing commercial banks to offer a wide range of products and financial services. The number of commercial banks and new financial products
increased. Strategies to offer new and more convenient products were utilized. In retail banking, consumer loans were a prime target due to
profitable return and ease of systematic risk management. Competition for deposit customers was also keen due to demands for funding. Meanwhile,
asset quality risk and economic uncertainty required commercial banks to be careful in their operations. However, Thai commercial banks’ ability to
manage spreads and to earn incomes from business expansion, coupled with the declines in non-performing loans and reserve requirements, enabled
them to earn higher profit than last year and achieve stronger financial positions, both in reserves and capital funds.

At end of 2005, Siam City Bank ranked 7" among Thai commercial banks in terms of assets, with deposit and loan market shares at 6.87%
and 6.10% respectively. Non-performing loans was low while reserve and capital fund were high. The Bank’s branch network reaches into
every province of the country and its subsidiaries offer various financial services, allowing an aggressive expansion of businesses and improvement
of selling efficiency and service quality. The Bank is growing steadily and is now able to compete with other leading commercial banks in
Thailand.

Competition

Competition among Thai commercial banks increased intensely. Most banks offered full lines of financial services, developed and widened
their ranges of products, increased distribution channels and emphasized various forms of marketing promotion. Competition was particularly
intense in loans with good returns, such as consumer loan, personal loan, loan for medium and small enterprises, and retail depositors for the purpose
of cross selling.

The intensity of competition required commercial banks to expand businesses, improve service delivery, expand customer base, train and
develop employees,improve operating procedure, introduce new technology to reduce costs,develop new products to reach target customer groups,
and increase fee based incomes. Competition may be described under the following marketing mix:

Price Liquidity in commercial bank system decreased and competition for deposits became intense. Commercial banks used pricing
strategies and new deposit products with attractive conditions. Lending rates also remained competitive throughout the year to attract
good potential customers.

Product The expanded range of business allowed by law coupled with technological and financial innovations enabled commercial banks
to offer a variety of financial products with conditions to suit customers’ needs. Services in retail banking aimed at expanding customer
base and increasing customer satisfaction. The development of internet banking and mobile phone banking promised to be products
with low cost that would become an important income earner for commercial banks in the future. A full line of financial services
consisting of the commercial banks’ own products as well as those offered by their subsidiaries will be an important strategy to satisfy
customers’ needs, increase service efficiency, and increase fee incomes.
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Place In addition to programs to modernize the appearance of their branches, to re-engineer their service and work procedures to
provide convenience and speed up service, many commercial banks increased and adjusted their working hours and added more
branches. These branches were located near their customers, in communities or business centers. Branches were also added in
locations where there were large number of customers, such as department stores, office buildings, hospitals, and educational institu-
tions; these new branches tended to be in kiosk form where customers could perform their own transactions through electronic
machines.

Promotion Sales and marketing promotion among commercial banks tended to focus on encouragement of customer visits,
inclusion of sale and marketing units in the organizational structure, and creation of new groups of employees who specialized
in promoting products to retail customers. These products included personal loan, housing loan, card, deposit, bancassurance,
and mutual fund. Advertising in various media, such as commercials, prints and radio, was also used to inform customers and
promote selling.

Banking Business Trend

Inflation rate slowdown due to oil price stability, the recovery of Thai tourism industry, improved export growth rate and the government’s
policy on mega-projects are positive factors contributing to the private sector’s investment confidence and personal consumption. These factors will
be important drivers of Thai economy in 2006 and will present commercial banks with an opportunity for further growth. However,interest rates are
on the upward trend and may adversely impact costs. Asset quality and economic uncertainty require commercial banks to exercise care in their
operations and to focus on quality lending. Environmental changes are expected to increase in the near future, due to the opening of the financial
markets under the FTA conditions and other regulatory measures, such as the establishment of deposit insurance institute, Basel Il capital fund to risk
assets ratio and consolidated supervision. These changes are expected to increase commercial banks’ costs, and will significantly affect their capital
fund whereby commercial banks will need to expand their businesses and develop their competitive capability.

Business Objectives and Strategies

The Bank’s objective is to become a universal bank with full banking services that emphasizes fee income generating businesses. Other
objectives include improvement of its operation efficiency, increased competitive capability, better profit generating capability and maximization of
shareholders’ wealth. Important strategies are as follows:

Expand customer base by focusing on medium, small, and retail customers

The Bank’s strategy is to continue expanding its customer base as these customers are an important source of income and will provide
an opportunity for cross selling. The Bank will offer its products through pro-active marketing campaigns reaching customers via its 387
branches, and differentiating through“High Personal Touch” service from employees and technological systems. Medium,small, and retail
customers are customers with high growth potential, are numerous and have shown an increasing demand for loans and other financial
services. These customers would balance and diversify the Bank's customer base.
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Offer a variety of products and services

The Bank plans to increase and develop a variety of products to satisfy business customers’ as well as retail customers’ needs.
The objective is to increase product or service uses per customer through cross-selling by offering packages of products from the
Bank and its subsidiaries, such as life insurance, non-life insurance, securities and mutual funds. In 2006, the Bank is preparing to
offer leasing service that will complement other services which will fulfill the Universal Banking service platform. The Bank also plans
to upgrade products for retail customers, such as debit card, credit card, tiny business loan, housing loan and personal loan.
Financial services to be offered to customers will include cash management and fund transfers, such as check collection, check
printing, on-line fund transfer over the Bank’s branch counter, social security payment, and payment for goods and service over the
branch counter.

Increase and improve distribution channels

The Bank plans to increase its distribution channels to provide convenience and increase efficiency in product delivery. In addition
to branches in business areas and local communities, the Bank plans to open kiosk branches in department stores and office buildings,
to modernize its exchange booths to convey the “Modern Branch” image, and install more ATM machines, passbook update
machines, and cash deposit machines. Importance will also be given to the development of ATM, internet banking and
tele-banking systems so that these systems could handle mutual fund trading, fund transfer, loan payments, and payments for goods
and services.

Promote adherence to good corporate governance

The Bank emphasizes professionalism, transparency, audit process, ethical conduct of business and good corporate governance. The
Bank requires its directors, executives and employees to adhere to good corporate governance in the discharge of their duties and
responsibilities and to perform their tasks in an efficient, transparent and fair manner to all concerned. A Code of ethics also prescribes
ethical conduct towards shareholders, customers, other commercial banks and society. A Co-ordinating Committee on Good
Corporate Governance has been appointed and is charged with the responsibility of implementing good corporate governance and
ethical conduct policies.

Improve personnel quality and efficiency

The Bank emphasizes the development of its employees at all levels by promoting education and training, and by granting scholarships
for further education within and outside the country. The Bank also plans to implement the second phase of the human resource master
plan to revise manpower structure, improve recruitment process, job evaluation process and human resource development. The Bank
also plans to increase the number of employees in selling, analytical and specialized skills positions to support long-term business
expansion, improve work environment and provide growth and career advancement.

Improve efficiency of service and operation methods

The Bank aims to achieve maximum customer satisfaction by providing excellent services that are convenient, fast and efficient. Toward
this objective, the Bank has benchmarked its service delivery against standard time. The process of considering retail loan applications
that need to be fast and competitive will be installed online to speed up the loan granting process. Back office work, such as contract
preparation and loan draw-downs will be pooled at operation centers to allow branch employees to concentrate on selling and
customer relationship management. A call center will also be established to provide information to customers
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Enhance capability of information technology and management information systems

The Bank plans to modernize its information technology systems to provide new services and support increased businesses by
upgrading its core banking system, and to develop credit card, ATM and internet banking systems. System enhancements will include a
payment gateway to support e-commerce service, cell phone services system, installation of security systems such as network security
authentication system, security log system and control room. In addition to the information system to support selling and
administration, the Bank plans to develop an information system to compute Basel Il capital fund to risk asset ratio and to develop a
customer information system that prevents money laundering or funding of terrorism activities. A system to support Report on
Observance of Standards and Codes will also be developed.
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