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Dear Shareholder,
Indian banking industry has faced exciting
challenges in FY 2003-04 due to intensified
competition, squeeze in net interest margin in
the wake of steep fall in lending rates,
successive decline in the rate of interest in the
Government securities market etc. The Public
Sector Banks, in general, in order to manage
the transformation, had to go in for large-scale
technology upgradation involving substantial
costs. Adoption of more rigorous Prudential
norms for asset classification by banks from the
quarter ending 31 March '04 posed further
challenges.

I am glad to inform you that the performance of your Bank during the year 2003-04
has demonstrated its ability to cope with the emerging challenges. The highlights
of the Performance of the Bank in FY 2003-04 as compared to FY 2002-03 are:

• Clientele base increased to 11.2 million.

• Total Business increased by Rs.3,364 crore to Rs.36,325 crore from
Rs.32,961crore.

• The Total Deposits increased to Rs.22,941 crore from Rs.21,062 crore with
a growth rate of 8.92%.

• Low Cost Deposit as percent to Total Deposits increased to 37.34% from
30.53 %.

• Cost of Deposits was brought down to 5.87% from 7.12%.

• Gross Bank Credit increased to Rs. 13,384 crore from Rs. 11,899 crore with a
growth rate of 12.48%.

• Credit Deposit Ratio increased to 58.55%- from 56.81 %.

• Net Interest Margin (based on earning assets) improved to 3.78% from 3.33%.

• Non- Interest Income has shown a robust growth by 12.33% to Rs.678.05
crore from Rs.603.64 crore.

• Operating Profit increased to Rs. 930.17 crore from Rs.754.83 crore with a
growth rate of 23.23%.

• Net Profit up by Rs.60.51 crore to Rs. 463.50 crore from Rs.402.99 crore.

• Investment Fluctuation Reserves increased to 5.0 % from 2.50%.

• Cost to Income Ratio improved to 41.45% from 44.36%.

• Gross NPAs declined to 4.60% from 4.89%.

• Net NPAs declined to 0.93% from 1.79%.

• Capital Adequacy Ratio rose to 13.71 % from 13.62%.

• Return on Assets up to 1.72% from 1.63%.

• Net Profit per Employee increased to Rs.3.54 lakhs from Rs.3.10 lakhs.

• Business per employee increased to Rs. 250.36 lakhs from Rs.226.71 lakhs.

During the year, 28 branches and 23 Extension Counters were opened, thus taking
the total number of branches to 1128 spread over 21 States and 2 Union Territories
and Extension Counters to 129 besides 44 cluster offices. The Bank set up 52
additional ATMs, thus taking total to 272. As on 31.03.2004, the total number of
Business Delivery Channels increased to 1573. One Specialised Agriculture
Finance Hi-Tech Branch in Warangal and One Asset Recovery Management Branch
in Hyderabad were opened making total number of Specialised Branches to 36.

Bank has been actively pursuing social banking through finance of Self Help Groups
(SHGs). Your bank has financed 39,695 new groups during the year. The
outstanding under the programme touched an all time high of Rs.331.76 crore for
1,26,811 groups. This programme aims at social mobilization and economic
empowerment of rural men and women specially belonging to weaker sections.
The Bank secured "Best Performance" award under the SHG-Bank Linkage
Programme for the consecutive third year. The award was presented by the

Honourable President of India, Dr.A.P.J.Abdul Kalam.To facilitate credit delivery
mechanism in the area of social lending/self employment, the Bank has launched
AB SHG Credit Card with a limit of finance up to Rs. 2 Lakhs covering all the group
members of SHGs under Life insurance cover by Jana Sree Bima Yojana of LIC.

As at the end of March 2004, the outstanding advances to priority sector stood at
Rs.5,198 crore forming 42.42% against the prescribed priority sector lending norm
of 40%. Total agricultural advances increased by 28.51% to Rs.2092 crore.

Following the success of Kisan Credit Card (Pattabhi Agri Card) your Bank has
introduced AB Artisan Credit Card to artisans with a limit of Rs.30,000 and AB
Swarojgar Credit Card for Swarojgaris up to limit of Rs.25,000. This will help the
rural household to meet their working capital needs and improve their production
standards.

You will be happy to know that your Bank has brought about significant improvement
in the management of NPAs, inspite of the 90-day loan impairment norm effected
from quarter ending 31.03.2004. The percentage of Net NPAs of the Bank has
come down to 0.93% from 1.79%, which is one of the lowest in the public sector
banking industry. The percentage of Gross NPA decreased to 4.60% from 4.89%.
In tune with the prudent policy followed by your Bank, the NPA provision coverage
stood increased to 80% from 64.2%.

The Bank is the first Public Sector Bank in having initiated securitisation of its
Housing Loan Portfolio. Out of total Housing Loan Portfolio of the Bank at Rs.1268
crore, the Bank had securitised Rs.50.36 crore.

The Bank has adopted growth strategies resolutely by capitalizing on new business
opportunities, which are enablers of future growth by focusing on fee-based income.
The Bank has set up 272 ATMs providing "Anywhere Anytime Banking". The Bank
has entered into ATM sharing arrangement with other banks taking total number of
accessible ATMs to more than 3600. The ATM/Debit card base of the Bank increased
to 7,37,722 from 2,31,470. Your bank has introduced Cash Management Services
(CMS) to enha'nce cash flow effectiveness to the clients and to add further stream
of non-interest income flow to the Bank. The Cluster Based Core Banking Solution
(CBS) has been started in Hyderabad, Bangalore, Mumbai and New Delhi covering
major business centres of the Bank. Going forward, the Bank will use Technology
upgradation for achieving significant economies of scale and provide speedy and
better access to customers.

Along with technology, we believe that Human capital is a key driver of sustainable
growth. The Bank has a committed workforce of 13095. The Bank is the first among
the Public Sector Banks to appoint Specialist Officers through Campus recruitments.
Importance has been given for reselling and training of the human resources, 6300
Staff members have been trained during the year through internal programmes,
deputation to external training including overseas training etc. I am happy to record
my appreciation of the dedication and commitment of the staff of your Bank at all
levels, which has enabled the Bank's encouraging performance.

The Networth of the Bank increased to Rs.1452.58 crore from Rs.1115.43 crore.
The EPS and Book Value per share increased to Rs. 11.59 and Rs.36.31 respectively,
from Rs.10.07 and Rs.27.89. The Board of Directors of the Bank have declared a
final dividend of 14% to the shareholders for the year 2003-04, in addition to the
interim dividend of 14% paid, thus taking the total dividend to 28%.

I join the entire rank and file of staff of Andhra Bank with rededication and
commitment for surging ahead coping with the challenges of the future and in
meeting heightened expectations of customers and other stakeholders. Looking
forward to your continued support.

With warm greetings,

Yours sincerely,

(T.S.Narayanasami)
Chairman & Managing Director
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ANDHRA BANK
(A Govt. of India Undertaking)

H.No. 5-9-11, Dr. Pattabhi Bhavan, Sajfabad, Hyderabad - 500 004

NOTICE
Notice is hereby given that the Fourth Annual General Meeting of the shareholders of Andhra Bank will be held at Sri
Sathyasai Nigamagamam, 8-3-987/2, Srinagar Colony, Hyderabad - 500 073, on Wednesday, the 16th June, 2004, at 10.30
am to transact the following business:

To discuss the Balance Sheet of the Bank as at 31st March, 2004, Profit and Loss Account for the year ended 31st March,
2004, the Report of the Board of Directors on the working and activities of the Bank for the period covered by the Accounts
and the Auditors Reports on the Balance Sheet and Accounts.

By order of the Board of Directors
Mumbai T.S. NARAYANASAMI
29.04.2004 CHAIRMAN & MANAGING DIRECTOR

Notes
1. Appointment of proxy:

The shareholder entitled to attend and vote at the meeting is entitled
to appoint a proxy to attend and vote instead of himself and such
proxy need not be a shareholder of the Bank. The proxy, in order to
be effective-, must be deposited / lodged at the Head Office of the
Bank atleast four days before the date of the meeting, i.e. latest by
11.06.2004. No employee of the Bank shall be appointed as duly
authorised representative or a proxy.

2. Appointment of a representative:
No person shall be entitled to attend or vote at the meeting as a duly
authorized representative of a company, unless a copy of the resolution
appointing him as a duly authorised representative certified to be a
true copy by the Chairman of the meeting at which it was passed
shall have been deposited at the Head Office of the Bank at Hyderabad
not less than four days before the date of the meeting.

3. Attendance slip cum entry pass:
For the convenience of the members, Attendance Slip is enclosed to
this Report. Members are requested to fill in and affix their signatures
in the space provided therein and handover the Attendance Slip cum
Entry Pass at the entrance of the venue of the meeting. Proxy /
Representative of the shareholder should mark on the attendance
slip as Proxy or Representative as the case may be.

4. Dividend:
The Bank has declared a final dividend of 14% for the year 2003-
2004 and the dividend shall be paid on 28'" May, 2004 to the
shareholders whose names appeared in the Register of Shareholders
as on 14"1 May, 2004.

5. Holding Bank shares in electronic form with National Securities
Depository Limited and Central Depository Services (India)
Limited:
The Bank has entered into agreement with National Securities
Depository Limited (NSDL) and Central Depository Services (India)
Limited (CDSL) as an issuer Company for Dematerialisation of Bank's
Shares. Request for Dematerialisation may be sent through respective
Depository Participants to our Registrars and Transfer Agents, M/s.
MCS Limited, Mumbai.

6. Bank mandate for dividend or Electronic Clearing Service (ECS):
In order to protect the investors from fraudulent encashment of their

dividend warrants, the Bank has offered Electronic Clearing Service
facility to the shareholders having Bank accounts at the following
Centres:
Mumbai, New Delhi, Kolkota, Chennai, Ahmedabad, Bangalore,
Hyderabad, Nagpur, Chandigarh and Thiruvananthapuram.

7. Consolidation of Folios:
The shareholders who are holding shares in identical order of. names
in more than one account are requested to intimate to the Registrars
and Transfer Agents, the ledger folio of such accounts together with
the share certificates to enable the Bank to consolidate all the holdings
into one account. The share certificates will be returned to the
members-after making necessary endorsement in due course.

8. Lodgement for Transfers
Share Certificates along with tra'nsfer deed should be forwarded to
the Registrars and Share Transfer Agents of the Bank at the following
address:
M/s. MCS Limited (Unit: Andhra Bank)
Sri Venkatesh Bhavan
Plot No. 27, Road No.11
MIDC Area, Andheri (East)
Mumbai-400 093.

9. Request to shareholders
(a) Please note that copies of the Annual Report will not be distributed
at the Annual General Meeting as an Economy measure. Hence,
shareholders are requested to bring their copies of the Annual Report
to the meeting.
(b) Shareholders may kindly note that no gifts / coupons will be
distributed at the venue of the meeting.
(c) Shareholders are advised to avoid bringing bags / brief cases /
tape recorders / cameras, etc., as these items are subject to a security
check and may not be allowed at the venue.

NOTE:
Bank shall highly appreciate if shareholders, desirous of making any
suggestion, seeking clarifications, etc., at the Annual General Meeting,
relating to the item of agenda only may send their suggestions, queries,
etc. so as to reach the Shares Division & Investors Services Cell at
Head Office of the Bank atleast 7 days before the date of meeting.
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DIRECTORS' REPORT 2003-2004
The Board of Directors of the Bank has pleasure in presenting
the Annual Report together with the Audited Balance Sheet
and Profit and Loss Account for the year ended March 31,
2004.
ECONOMIC SCENARIO:
Macroeconomic environment improved during the year both
on domestic and external fronts. Indian Economy bounced
back with rapid growth in agriculture, services and
manufacturing sectors. Normal monsoon, after severe
drought of previous year, lifted sentiments of the economy.
The GDP growth in 2003-04, as per CSO estimates, is
expected to be 8.1 per cent, up from 4.4 per cent during
2002-03. Growth in third quarter of 2003-04 was 10.4 per
cent, the highest quarterly GDP growth in the recent times.
The major contributors of current GDP growth have been
agriculture and services sectors.
Manufacturing sector recorded significant growth during
2003-04. The capital goods sector continued to outperform
and recorded a phenomenal growth. The growth rate in all
segments of the core sector during 2003-04 was higher than
the growth rate experienced in the previous fiscal. Service
sector also grew considerably increasing its share in GDP to
56 per cent reflecting developmental characteristics of the
economy. Trade, Hotels, Transport and Communications
recorded strong growth during the year.
Average annual inflation during the year was 5.5 per cent,
despite rise in world commodity and oil prices. Steady
appreciation of Rupee vis-a-vis US dollar has also been
noteworthy. Rising rupee made imports cheaper, thereby
reducing input cost of the industries. Larger export proceeds,
remittances by the NRIs and inflows by the Foreign
Institutional Investors (Flls) added to our forex kitty, which
saw phenomenal growth in reserves to US $ 110 billion during
March 2004. Due to its continued stronger Balance of
Payment position and robust forex reserves, India was made
a member of IMF's Foreign Transaction Plan (FTP) from
September 2003.
Fiscal deficit in 2003-04 was estimated to be 4.8 per cent of
GDP against target of 5.6 per cent. The provisional figures
for the fiscal ended March 31,2004 put total tax collection at
Rs.2,52,162 crore against a Budget estimate of Rs.2,49,315
crore. The revenue collections for fiscal 2003-04 have
exceeded Budget estimates for the first time since 1995-96.
Government was also able to mop up more than Rs. 14000
crore as Disinvestment proceeds. It is the first time actual
disinvestment proceeds was higher than the budgeted.
Food stocks as on 31 March, 2004 have come down to 22
million tonne from 31 million tonne last year. In fact, FCI
exported foodgrains worth US $ 4 billion during 2003-04.
Lower holding of food stocks by the Food Corporation of
India resulted in huge decline in food credit extended by the
consortium of Banks.

Capital Market also outperformed. Primary market was
flooded with new issues and all were oversubscribed.
SENSEX breached 6000 mark and market remained bullish
throughout the year except some periods when it went into
correction mode. Comparative high rate of return in the Indian
market attracted foreign capital inflows, which caused
appreciation of the Rupee by more than 5 per cent in 2003-
04. The appreciation was steep during last fortnight of March

due to increased dollar supply on account of IPO subscription
amount for ONGC issue.
BANKING SCENARIO
Overall performance of Banks during 2003-04 remained
impressive despite lower than expected credit off take in first
three quarters of the year. However, substantial credit off
take emerged during Jan-Mar 2004 to the tune of Rs.37720
crore.
As on March 19, 2004 growth in money supply (M3) was
16.0 per cent at Rs.20, 00,899 crore, against target of 14.0
per cent for 2003-04. RBI's intervention in the foreign
exchange market to check appreciation of rupee in turn
increased liquidity in the money market. As on same date,
Bank credit to commercial sector increased by 12.3 per cent
against 19.4 per cent during the same period previous year.
Though Food credit declined during 2003-04, Non-food credit
of scheduled commercial Banks increased to Rs.820171
crore as on last Friday of the fiscal, from Rs.696934 crore as
on corresponding period previous year. Aggregate Deposits
of scheduled commercial Banks also increased by 16.9 per
cent on year-on-year basis. It stood at Rs. 1533052 crore on
March 26, 2004 against Rs. 1311761 crore, registering an
absolute growth of Rs.221291 crore. A striking feature has
been the increase in demand Deposits with Banks during
2003-04. It increased by 26% as against only 10.8% growth
last year.
Banks entered into tie-ups with insurance and mutual fund
companies for cross selling of products. The year witnessed
a number of ATM sharing agreements among various public
and private sector Banks. Emphasis was also on moving
towards cent percent computerization of banking services.
EMERGING SCENARIO
It is expected that the country will again have a normal
monsoon during the current year. The growth momentum of
2003-04 is likely to continue in the current year too. Economy
is expected to grow above 6 per cent during 2004-05 in spite
of higher base effect. Services sector, which already
comprises 56 per cent of GDP, shall be providing impetus to
current year's growth as in the recent past.
For Banking industry as a whole, Credit off take has shown
improvement in the last quarter of 2003-04 and this year credit
demand is likely to go up especially since, infrastructure sector
will be a potential lending area for Banks. Demands from
manufacturing and construction sectors are likely to be higher
owing to the lag effect. Rural credit demand is also likely to
increase significantly due to higher agricultural growth.
Government has permitted foreign Banks to set up their
subsidiaries in India. Competition will intensify in the Banking
sector with foreign Banks setting up subsidiaries for
expanding their business. Consolidation among Banks also
seems imminent now.
With 90-days classification norm for NPAs and in the light of
BASEL II accord, stricter vigil on loan portfolio is needed by
Bank managements at all levels. Quality of loan portfolio will
outweigh the volume of portfolio.
Now, Banks ought to be more customer-centric than ever
before. With more delivery channels, simplified procedures
and diversification of products Banks can have better focus
on customer needs.
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