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CHAIRMAN & MANAGING
DIRECTOR’'S STATEMENT

Dear Shareholders,

It is my privilege to present the Annual Report for
the Financial Year (FY) 2014-15, of your Bank.
At the outset, | take the opportunity to express a
deep sense of gratitude to each of our esteemed
shareholders for their unstinted support which you
have been extending to us over the years.

Before, | present the performance highlights of your Bank,
I would like to enumerate briefly upon the macro-economic
environments that prevailed during the year as it had strong
implications on the banking sector's performance.

1. Global Economy :

Sizeable uncertainty about the oil price path and the underlying
drivers of the price decline have added a new risk dimension
to the global growth outlook. Emerging market economies are
particularly exposed; as they could face a reversal capital flows.
Geopolitical risks are expected to remain high, although related
risks of global oil market disruptions have been downgraded
in view of ample net flow supply. In most advanced economies,
output gaps are still substantial, inflation is below target, and
monetary policy remains constrained. There is an urgent need
for structural reforms in many economies, advanced and
emerging market alike, while requirement of macroeconomic
policy differs.

2. Indian Economy :

Revival of Indian economy as pointed out in the revised
estimates of national income by CSO had started in 2013-14.
It gained further momentum in 2014-15 and was mainly driven
by the services sector. With the narrowing of the twin deficits-
current account and fiscal as well as replenishment of foreign
exchange reserves and disinflationary impulses, the risks of
near-term macro instability have diminished. However, this in
itself constitutes only a necessary, but not a sufficient condition
for ensuring economic recovery. Removing structural
impediments, building business confidence and creating fiscal
space to support investments needs to be addressed in order
to secure growth.

While the global environment remains challenging, policy
action in India has rebuilt buffers to cushion it against possible
spillovers from normalization of monetary policy in the US.
These buffers have effectively insulated the Indian economy
against the recent spillovers. In the short run, growth will receive
a boost from the number of reform measures undertaken by
the government. A further impetus will be provided by ongoing
moderation in inflation as this will add spending power to
households and thereby, boosting consumption and growth.
The likely easing in monetary policy due to declining inflation
will provide policy support for growth both by encouraging
household spending in interest-sensitive sectors and reducing
debt burden of firms and strengthening their balance sheets.
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3. Banking :

A bank plays a key role in the country's financial system and
therefore, carries the responsibility of supporting economic
growth. At this juncture, our banking system is facing significant
challenges from several quarters, viz., asset quality, capital
adequacy, human resources, risk management, KYC
compliance, etc. Asset quality has been affected negatively
due to continued economic slowdown. As per preliminary data
received at RBI for March 2015, GNPAs increased to 5.17%
while the stressed assets ratio stood at 13.2% in respect of
public sector banks. Though at present, the banking system is
adequately capitalized, the CRAR has been steadily declining
and as at the end of March 2015, it stood at 12.7% as against
13.01% last year.

3.1 Bank's Performance

I would now like to touch upon the highlights of you Bank's
performance for the year 2014-15.

3.2 Business Growth

v' Total business of your Bank reached a level of
346,519 crore as on 31stMarch 2015 from 331,748
crore as on 31% March 2014; showing a Y-o0-Y growth
of 4.45%.

v' Total deposits of the Bank went up by 1.35% to
3193424 Crore as on 31% March 2015 from ¥190843
Crore a year ago. Gross credit of the Bank surged to
153,095 crore from ¥140,905 crore last year. On a Y-
0-Y basis, it increased by 8.65%.

v' SB deposits grew by 5228 crores to 355956 Crore
as on 31°%t March 2015, constituting 29.09 % of
aggregate deposits. Your Bank gave importance to
CASA deposits mobilization and special emphasis was
given on Savings Bank A/c opened per branch per
day.

3.3 Profitability

v" Your Bank posted operating profit growth of 10.93%
Y-0-Y during FY15 and increased to ¥4460 crore as
against 4020 crore during the same period a year
ago.

v' Net profit of the Bank came down to ¥620.90 crore
during FY15 as against ¥1172.02 crore last year,
showing a negative growth of 47.02%.

v" Non-Fund non-Interest Income of the Bank during
financial year ended 31t March 2015 stood at 31137
crore as against 31085 crore last year.

v' The Cost to Income Ratio came down from 46.23% in
FY15 to 45.44% for the FY15.

v Net Interest Margin (NIM) improved to 3.10% during
the financial year ended 31 March 2015 as against
2.75% during FY14.

v Capital Adequacy Ratio stood at 10.52% as on
31t March 2015 under Basel Il norms and at 10.45%
under Basel Il norms.
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3.4 Asset Quality

The primary concern for the banks during the past couple of
years was to maintain asset quality amidst economic slowdown.
Your Bank continued vigorous follow-up and recovery of NPA
accounts. The Gross NPA to Gross Advances of your Bank
stood at 5.46% and Net NPA to Net Advances stood at 3.99%
as on 31t March 2015. The Provision Coverage Ratio was at
51.50% as on 31 March 2015.

3.5 Dividend

The Board of Directors of your the Bank has recommended a
dividend of ¥1.63 per share i.e. @16.30% of paid up capital of
Bank for the financial year 2014-15.

3.6 Offices & Branches

The Bank is having 3107 domestic branches and one overseas
branch at Hong Kong. Out of 3107 domestic branches, 1257
are at Rural, 689 at Semi-urban, 636 at Urban and 525 at
Metropolitan Centre. A total of 310 new branches have been
opened during the financial year 2014-15, out of which 126
are at Rural, 97 at Semi Urban, 61 at Urban and 26 at Metro
centers. Further, 82 branches have been opened at Unbanked
centers.

3.7 Retail Credit

Your Bank's retail credit portfolio stood at 322041 Crore as on
31st March 2015 as against 19308 Crore a year ago, thereby
registering a Y-0-Y growth of 14.15%. Total Retail Credit
portfolio constitutes 14% (approx) of the Gross Credit of the
Bank. Housing Loan, being the major constituent under Retail
Credit grew at a pace of 25% while Gold Loan, a major thrust
area, showed an impressive growth of 53%. Also, Gold Loan
Scheme has been modified to make it more customer-oriented
by reducing minimum loan limit to ¥25000/- (for business
purpose) and enhancing limit to ¥3 Lac for bullet payment
option.

Going forward, the Bank is looking at a growth of 20% in the
retail credit portfolio. Also, major thrust on loans having low
capital requirement like housing loan, gold loan, etc will be
given. The Bank has also decided to open additional 9 CRBBs
at different centres shortly in addition to its existing 47 CRBBs.

3.8 Priority Sector

v" Priority sector advances of the Bank increased from
47741.19 Crore as on 31t March 2014 to ¥53909.66
Crore as on 31st March 2015, registering Y-O-Y growth
of 12.92%. it constitutes 39.56% of Adjusted Net Bank
Credit as on Mar'l15.

v' Agriculture Credit reached a level of ¥24679.42 Crore
as on 31%tMarch 2015 from¥21923.87 Crore last year,
registering an absolute Y-O-Y growth of 12.57%.

3.9 Corporate Social Responsibility

The Bank over the years has been actively engaged in
empowering the community through socio-economic
development of underprivileged and weaker sections. Also,
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all the lead districts of your Bank have at least one RSETI
each. These 21 RSETIs have imparted 511 skill development
trainings to 14347 unemployed youth, out of which 9650 are
settled during 2014-15 for starting their own entrepreneurship
ventures. In order to speed up financial inclusion, your Bank
has established 18 Financial literacy Centres (FLCs) across
India and they are actively engaged in promoting financial
literacy.

During the financial year 2014-15, your Bank has extended
donations amounting to ¥ 854.51 lakh to 21 RSETIs & 18 FLCs.
We have also effected scholarship for girl child and scheme
for providing electric fans in govt. schools in lead districts.

3.10 Financial Inclusion (FI)

Your Bank remains committed to implementation of Financial
Inclusion initiatives. It has successfully achieved all annual
targets set under FIl. Your Bank has achieved full coverage of
the allotted 4580 SSAs which has been completed through
225 Branches and deployment of 4355 Bank Mitras as on 31st
March 2015.

3.11 Progress under PMJDY as on 31.03.2015

¥v"In compliance of the directives of the Department of
Financial Services, Ministry of Finance & Government
of India for coverage of all the households of the
country under 'Pradhan Mantri Jan Dhan Yojana'
(PMJDY), your Bank has prepared Action Plan which
is under implementation in Mission Mode. A total of
27.69 lacs accounts has been opened under PMJDY
having outstanding balance of ¥114.96 crore as on
31t March 2015.

¥v" Mass Account Opening Drive/Financial Literacy Camp
has been under taken in the allotted villages to ensure
coverage of uncovered residents/Households and
regular usages of their accounts opened so far to get
benefits under PMJDY Scheme.

v' Both the methods for seeding of Account numbers
against LPG ID and Aadhaar Number for DBT in LPG
have been implemented by our Bank and tested with
NPCI.

3.12 Overseas presence

The Bank is having one overseas branch with a dealing room
at Hong Kong. The Business of Hong Kong has increased
from 7,590 crore as on 31.03.2014 to 310,420 crore as on
31.03.2015. The Hong Kong branch has earned operating profit
of ¥106.91 crore and net profit of ¥17 crore in 2014-15. The
representative office in Shenzhen in China has been closed in
FY 15.

3.13 Network & Delivery Channels

v Your Bank has installed e-lobbies at 160 branches,
Cash Deposit Kiosks at 48 branches, Pass Book
Printing Kiosks in 4 branches and Pass Book Printing
Kiosks alongwith Cash Deposit Kiosks in 93 branches
during the year 2014-15.
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v" Your Bank proposes to install 5 e-lobbies at off site
locations during 2015-16 in metro centres on pan
INDIA basis. Another 10 off site e-Lobbies will be set
up in phases at prime locations.

v' The Bank has deployed 269 ATM in FY-2014 &15 and
total ATM/CD is 1170 as on 31.03.2015.

v" Bank has successfully implemented CTS at all MICR
locations under all the three grids viz. Northern,
Western & Southern covering pan India.

v Bank has successfully implemented USSD
(Unstructured Supplementary Service Data) facility of
Mobile banking.

v' The E-Commerce facility on Rupay Cards of our Bank
certified by NPCI has also been implemented.

3.14 New initiatives

v Two new products, viz., "All Bank Credit Loyalty
Benefit Scheme" and "All Bank New Saral Loan
Scheme" have been launched to boost the retail credit
portfolio.

v The Bank has also signed a Memorandum of
Understanding (MoU) with Bharat Sanchar Nigam
Limited (BSNL) for extending Retail Loans to the
employees of BSNL at concessional rates in six
different schemes viz., housing, car, two-wheeler,
educational, Saral and Application Money Financing.

3.15 Human resource development

Your Bank has adhered to its need based recruitment
programme and has recruited 1264 employees during the year
2014-15, comprising of 494 officers, 343 clerks and 427
subordinate staff. The average age of workforce at 40.9 years
as on 31.03.2015, was one of the lowest in the public sector
banks.

3.16 Awards & Accolades

¥" Your Bank has been awarded "Second Prize" under
prestigious "Indira Gandhi Rajbhasha Puraskar" for
the year 2012-13 from Ministry of Home affairs,
Government of India on 14.09.2014 for commendable
performance in implementing the Official Language
policy in the Bank.

v Your Bank was awarded "Consolation Prize" under
"Reserve Bank Rajbhasha Shield Competition" for the
year 2012-13 0on 13.11.2014 in a grand ceremony held
at Mumbai in Central Office of the Reserve Bank of
India.

¥v" Your Bank's Patna Zonal Office has been awarded
"First Prize" by the Regional Implementation Office
(Eastern Region) of Department of Official Language,
Ministry of Home Affairs, Govt. of India on 18.02.2015.
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during the year. The Bank is also grateful to the Government
of India, the Reserve Bank of India and the Board for their
invaluable guidance and unstinted support. | also wish to
extend my sincere gratitude to our business associates,
customers and shareholders without whose faith and trust,
the Bank would not have reached where it is today and also,
to the committed staff members of the Bank for their tireless
efforts in serving this great institution.

On behalf of the Bank and on my personal behalf, | take this
opportunity to thank all the stakeholders and look forward to
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forward to your continued association.

Thank you

Yours sincerely

\%/“9

(Rakesh Sethi)
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ALLAHABAD BANK
DIRECTORS’ REPORT

1. ECONOMIC SCENE IN FY14-15 & OUTLOOK FOR
FY15-16

1.1 OVERVIEW OF INDIAN ECONOMY & OUTLOOK

The Indian economy stands mainly relieved of the
vulnerabilities associated with an economic slowdown,
persistent inflation, elevated fiscal deficit, slackening domestic
demand, external accountimbalances and volatility of the rupee
in the last two years. As per the new estimate, though
agriculture and allied activities fell by 0.4% in Q3FY15, for the
same quarter, industry sector registered a growth of 3.9% and
services sector witnessed double-digit growth of 13.5%.

As per the new series (base year 2012), retail inflation for
Mar’15 was lower at 5.17% as compared to 8.25% for the same
month a year ago. Food inflation also came down substantially
Y-0-Y from 8.64% in Mar’14 to 6.14% in Mar’15.

The outlook is favourable for the current account and it's
financing. India’s current account deficit (CAD) narrowed to
US$8.2 billion or 1.6% of GDP in Q3FY15 from 2.0% in
Q2FY15; however, it almost doubled from 0.9% in
Q3FY14.

The cumulative industrial growth for the period FY15 stood at
2.8% as compared to (-) 0.1% for the same period a year ago.
Consumer goods continued to drag the industrial activity as
demand for durable goods remained muted, thereby, impacting
its output negatively. Manufacturing sector has shown signs of
recovery during FY15 and registered a growth of 2.2% as
against a contraction of 0.8% in FY14.

India’s exports stood at US$ 286.58 billion during FY15, thereby
registering a Y-o-Y growth of 0.88%. Imports also increased
by 0.71% to US$ 411.80 billion during the same period. Trade
balance stood at US$125.22 in FY15 as compared to
US$124.84 in the corresponding period a year ago.

The recently released data points to the fact that the revival of
growth has been initiated. If oil prices continue to remain lower
than a year ago along with plentiful inflow of funds from the
rest of the world and the potential impact of the reform initiatives,
then these will augur well for the overall macroeconomic
situation. Encouraged by macro-economic stability and the
reformist intent and actions of the government, together with
improved business sentiments in the country, institutions like
IMF and the World Bank have presented an optimistic growth
outlook for India for the year 2015 and beyond.

The Indian Economic Survey has projected the domestic
economy to grow by 7.5% in FY15. According to IMF’'s World
Economic Outlook 2015, India’s GDP growth is expected to
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