
By MICHELLE QUAH
[SINGAPORE] The role of
the chief financial officer
(CFO) has expanded dra-
matically in recent years –
but how many finance exec-
ut ives are proper ly
equipped to handle their
new responsibilities?

A study by Ernst &
Young (EY) has found that
companies want their CFOs
to be more actively engaged
in the strategic direction
and management of busi-
ness, in addition to their tra-
ditional compliance and
corporate governance du-
ties.

But the study also found
that many CFOs are not
well-equipped to partici-
pate in strategy develop-
ment and the management
of their company’s busi-
ness performance.

EY’s study – “What’s
next for the CFO? Where
ambition meets reality”,
conducted by the Econo-
mist Intelligence Unit –
found that 97 per cent of
board-level executives inter-
viewed feel the CFO role
has grown broader.

They cited factors such
as increasing expectations
from the board, increasing
corporate governance obli-
gations, increasing risk
management, increasing
demands for management
information and increasing
demands from investors.

The survey respondents
were interviewed in Sep-
tember and October last
year and drawn equally
from the US, Europe and
Asia.

While a number said
they feel the chief role of a
CFO is that of a scorekeeper
and custodian, some 35 per
cent said they believe a CFO
should chiefly be a business
partner – that is, someone
who participates in strate-
gy development, leads
mergers and acquisitions
activity and provides lead-
ing indicators for business
performance.

There was, however, a
startling disconnect be-
tween where CFOs should
be – that is, business part-
ners – and where they are
now and what they are ca-
pable of being.

One-third of survey re-
spondents believe CFOs do
not have sufficient under-
standing of the wider issues
their businesses face.

For example, while
three-quarters of respond-
ents said they are happy
with the quality of people
working in the finance func-
tion, many feel these peo-
ple lack personnel manage-

ment skills – such as the
ability to move talent
through an organisation in
a way that motivates and
keeps that talent.

This disconnect sug-
gests that CFOs need to
equip themselves with
more skills if they want to
evolve from being score-
keepers to business part-
ners.

“CFOs are finding them-
selves at a crossroads,
where they can choose to ei-
ther limit themselves to
technical accounting or fo-
cus on more strategic func-

tions,” says Norman Loner-
gan, EY’s Global Advisory
Services leader.

“If they want to concen-
trate on their strategic roles
they need to streamline
their scorekeeping and cus-
todial roles, focus more on
integrating financial and
non-financial information,
and build talented teams to
share the workload.”

CFOs will need to re-
structure and simplify their
more traditional finance re-
sponsibilities, expand on
the role of the finance func-
tion and apply their finance

skills in other business are-
as to influence strategy, fos-
ter skills in business part-
nering and create a pool of
natural successors.

They will also need to
get more in touch with is-
sues they are currently not
familiar with – such as deal-
ing with major strategic is-
sues alongside CEOs, focus-
ing more on the future than
on the past and working
more closely with value-cre-
ating areas such as R&D
and marketing.
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By SIOW LI SEN
[SINGAPORE] Clifford Lee,
DBS Bank head of fixed in-
come, is a happy man. Af-
ter last week’s record sale
of DBS Group Holdings’
$1.5 billion preference
shares, he is now busy talk-
ing to other banks that also
want to tap the Singapore
dollar (SGD) bond market.

“It will help to develop
the SGD bond market ...
now because of our deal,
other people can come to
the market,” said Mr Lee.

“An assortment of banks
have been calling us to
bring them to the SGD mar-
ket,” said Mr Lee.

The $1.5 billion prefer-
ence or perpetual share is-
sue sold last week, which
will qualify as Tier 1 regula-
tory capital, was a land-
mark issue in more ways
than one.

According to Thomson
Reuters, it was the biggest
Singapore dollar bond on
record and it was snapped
up by local investors, han-
dled entirely by DBS itself.
Earlier this year, Capita-
Land sold what was then
the largest corporate bond
issue of $1.3 billion convert-
ible bonds to global inves-
tors.

Mr Lee noted that the
market is more familiar
with convertible bonds
which can be converted in-
to ordinary shares.

But preference shares is-
suance by banks in the lo-
cal bond market, which
qualify as regulatory capi-

tal, known as hybrid Tier 1,
have been mainly sold to
global investors.

Previous preference
share issuance, including
those sold by DBS and rival
United Overseas Bank,
were in US dollars and
were taken up by interna-
tional investors.

“Our issue was in Singa-
pore dollars and, due to its
take-up and size, can now
serve as a benchmark issue
for other similar issues to
price off,” said Mr Lee.

DBS’s latest preference
shares, also called perpetu-
al securities because they
have no maturity, will pay
5.75 per cent in the first 10
years, before becoming
floating rate notes paying
3.415 percentage points
above the three-month Sin-
gapore dollar swap rate.
DBS can call the securities
after 10 years.

The benefit of the hybrid
Tier 1 to fixed income inves-
tors is that it offers a higher
yield than straightforward
debt, in return for assum-
ing a higher risk. The bene-
fits to the issuers is that
while the interest cost is
higher, it is still much lower
than the cost of equity, so
the issuance is considered
as more cost-efficient capi-
tal.

Mr Lee said last week’s
sale showed that the domes-
tic bond market has come
of age and investors now
have the assurance that the
market is able to absorb
large issues.

“It has been a long while
for Singapore banks to at-
tempt a preference issue of
such a size in SGD,” he
said.

“The concern was that

the SGD bond investor base
is not deep enough to ab-
sorb a transaction of this
size,” said Mr Lee.

Initially, DBS wanted to
sell $700-750 million pref-
erence shares but, on see-
ing the demand, decided to
raise the size of the deal.

Book building or gaug-
ing investors’ interest be-
gan at 9am on Thursday,
May 19, and by 3pm, DBS
decided to stop accepting
orders when they exceeded
$1.8 billion, said Mr Lee.

Through DBS’s own in-
ternal channels such as its
brokerage unit DBS Vick-
ers, more than $500 mil-
lion of the preference
shares were sold.

The bank said that 50
per cent of the issue was
sold to private banks, 34
per cent to insurance com-

panies, 10 per cent to funds
and the rest to corporates
and others.

According to Thomson
Reuters, year-to-date SGD
bond issuance, including
DBS’s $1.5 billion, totalled
$5.7 billion, down 18.5 per
cent from a year ago. Full
year 2007 saw $14 billion
SGD bonds sold.

”Hopefully, this year it
will be more,” said Mr Lee.

DBS issue of $1.5b
preference shares
opens new doors

By ANTHONY ROWLEY
in Tokyo
A GOVERNMENT advisory
panel yesterday submitted
proposals that would make
Japan more friendly to for-
eign investors by improv-
ing the transparency of
rules on mergers and acqui-
sitions and cutting corpo-
rate tax.

The move came in the
wake of recent strong criti-
cism from Europe of Japa-
nese policies on inward for-
eign investment in Japa-
nese companies.

The proposals were sent
to the Council on Economic
and Fiscal Policy (CEFP)
which advises Prime Minis-
ter Yasuo Fukuda. The CE-
FP will consider them be-
fore compiling guidelines
for action by the end of next
month, officials said.

Earlier this week, Ja-
pan’s Financial Services
Agency (FSA) announced
separate proposals to make
financial regulation more
user-friendly.

The investment advisory
panel was set up early this
year to explore ways to
boost foreign direct invest-
ment (FDI) in Japan in line
with the official target to
raise the ratio of FDI to
GDP in Japan from the cur-
rent 3 per cent to nearer 5
per cent.

Although Japan has
been making steady
progress towards this goal,

recent events have dam-
aged its image as a destina-
tion for foreign investment.

The Ministry of Econo-
my, Trade and Industry
(Meti) moved a few weeks
ago to block an attempt by
a UK hedge fund, known as
the Children’s Fund or TCI,
to double its stake in Japa-
nese electric power utility
J-Power from almost 10
per cent to an effectively
controlling 20 per cent.

Meti cited national stra-
tegic interests as a reason
for blocking the bid, after
detailing a range of indus-
tries in which foreign bids
for strategic stakes must be
vetted in advance. The ac-
tion provoked an outcry
against Japan’s “closed atti-
tude” towards foreign in-
vestment.

In its submission yester-
day, the government adviso-
ry panel called for clear
rules by mid-year on what
Japanese companies can
do to defend themselves
against takeovers, after a
court ruling that firms can
adopt “poison pill” defenc-
es. The panel also suggest-
ed that Japan’s near-40 per
cent corporate tax rate is a
deterrent to foreign invest-
ment.

In a report on Monday,
the FSA promised more
transparent and predicta-
ble financial regulation
from now on in Japan. The
aim will be to create a level
playing field for foreign and
domestic financial firms op-
erating in Japan, the FSA
said, adding that improved
dissemination of Eng-
lish-language rules will be
included.

‘It has been
a long while
for Singapore
banks
to attempt
a preference
issue of
such a size
in SGD.’
– Clifford Lee, DBS Bank

head of fixed income

Singdollar bond
market gets buzzing

Govt panel calls for
clearer M&A rules,
corporate tax cut

Abdullah weathers Mahathir
storm – for now
MALAYSIAN Prime Minister Abdullah
Ahmad Badawi may have successfully
calmed matters in the United Malays
National Organisation a day after his
predecessor Mahathir Mohamad
dramatically resigned from the party
saying he would only come back to the
party after Mr Abdullah stepped down.
Yesterday, Mr Abdullah chaired a
luncheon meeting with all Umno
parliamentarians in Parliament House
to clear the air on Dr Mahathir’s
resignation. Mr Abdullah, apparently,
told them that by resigning Dr
Mahathir had put himself above the
party’s interests.
TOP STORIES, PAGE 4

SGX partners SingTel to offer
high speed trading
SINGAPORE Exchange has partnered
Singapore Telecommunications to offer
high speed trading which is expected
to draw more sophisticated
proprietary traders such as hedge
funds into the market here. By August,
global investors will have ultra-low
latency trading access or
sub-millisecond access to the SGX
securities and derivatives markets.
COMPANY NEWS, PAGE 5

Thakral to give up electronics
and focus on real estate
IN a surprise announcement last night,
Thakral Corp said it plans to move
away from its principal business of
consumer electronics distribution, and
move into the real estate industry
instead.
COMPANY NEWS, PAGE 8

Pac Healthcare to take $15m
stake in Bangkok Mediplex
PACIFIC Healthcare Holdings plans to
extend its reach in Thailand by taking
a $15 million stake in Bangkok
Mediplex, a specialist centre in the
city’s downtown area. The move,
which is undergoing due diligence, will
give Pacific Healthcare a 49 per cent
stake in the 70,000 sq ft specialist
centre. It will also give the
mainboard-listed Singapore group
access to a 49 per cent interest in
Holistic Medical Centre Co, a related
entity of Bangkok Mediplex.
COMPANY NEWS, PAGE 10

Trade body to boost
S’pore-Dutch business
TRADE and investment flows between
Singapore and the Netherlands are set
to rise following the official opening of
the Dutch Chamber of Commerce here
on Monday. “It will provide a new
platform for partnerships between
Dutch businesses and Dutch and
Singapore businesses,” visiting Dutch
Foreign Trade Minister Frank
Heemskerk told BT.
SINGAPORE NEWS, PAGE 11

New WTO proposals could
lead to outline trade deal
MEDIATORS in the core agriculture
and industrial goods negotiations at
the World Trade Organisation issued
new proposals on Monday, clearing
the way for a meeting of ministers to
clinch an outline trade deal. The
revised proposals trigger a process of
further negotiation, trade-offs between
farming and manufacturing and
ultimately a meeting of ministers to
take the tough political decisions on
the headline cuts in tariffs and
subsidies.
ECONOMY WATCH, PAGE 13

Fourfold rise in Europe’s
investment in Indian firms
THE flow of European cash into Indian
firms surged more than fourfold last
year, far surpassing European Union
investments into Chinese companies,
estimates from the bloc’s Eurostat data
agency showed on Monday. Foreign
direct investment from the EU into
India jumped to 10.9 billion euros
(S$23.3 billion) last year, up from 2.5
billion euros in 2006, Eurostat said.
INDIA, PAGE 16

Sales of electric
toy cars accelerate
GROWING affluence has resulted in
more Singaporeans buying
electric-powered toy cars for their
children, with sales of such “mini
autos” surging each year, according to
a distributor here. The toy cars are
modelled after real-life models such as
the Ferrari Enzo, Mercedes-Benz
300SL, Porsche Cayenne, BMW Z4,
Alfa 8C, Volkswagen Beetle and Mini
Cooper.
MOTORING, PAGE 30

Japan moves to
ease foreign
investment inflow

Role of CFO evolving
with higher
expectations of
board, investors

The Scorekeeper: monitors and reports the company's results 17%

The Commentator: provides reports to board & information to investors 23%

The Custodian: develops and improves financial control systems 25%

The Business Partner: participates in strategy development 35%

What CFOs should be
Respondents name the roles which CFOs should fulfil

Source: Ernst & Young

THREE-MINUTE DIGEST CFOs want to be business
partners, but many lack skills
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