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€HAIRMAN AND MANAGING DIRECTOR'S
S'lATEMENT

Dear Shareholders

I have great pleasure in placmg before you the report of the

» Board of Directors of your Bank for the year 2003-04. At the
outset I would like to mention the impressive performance in
major functional areas. :

Keeping aside all fears, based on slow international economic
performance, the Indian economy has bounced-back from a
sluggish economic scepario and has become one of the fast
economies in the world-by registering 8.1 per cent increase in
its gross domestic product during the fiscal. The morale
boosting growth has mainly come from the ' agriculture and
allied activities' recording an estimated growth of 9.1 per cent,
the highest in the last one and a half decades. Despite an
increase in international oil price, the general price movement
remained under control through out the year. The inherent
strength of Indian economy has come to the fore reflected by
persistent foreign capital inflow. Consequently foreign
‘exchange reserves have crossed US $ 113 billion as at the end
of the fiscal, a comfortable reserve in any. situation. :

The performance of the bh;lking sector is in tune with the
expanding economy. Competition coupled with stringent
prudential norms has helped the banks to become more
healthier financially and customer receptive.”

Our Bank has recorded appreciable results on various counts

such as total business, profitability, management of impaired

assets and social banking commitment. The targets set by the

Bank on major, parameters have been achieved. Our depositk

increased by Rs. 4,270 crore to Rs. 26,445 crore while advances

increased by Rs. 2,223 crore to Rs. 11,731-crore representing

growth of 19.25 per cent & 23.38 per cent respectively.

Reduction in cost of deposits from 7.07 per cent to 6.07 per

cent along with treasury operations has resulted in achieving
the net profit of Rs. 304.55 crore. The Board of Directors has

approved a dividend of 16 percent for the full year ended 31*

March 2004. The earning per share of the bank is Rs.9.21. The.
Bank's shares are traded actively and have become market

favourite.

1 would also like to highlight an another important aspect of
our results viz.- our expenses are showing declining trend.
The operating cost to average working funds has come down
from 0.72 per cent t0 0.69 per cent. The staff cost to average
working funds declined from 1.57 per cent o 1.36 per cent.

The retail advances, low cost deposits and restricting non-

pertormmg assets will continue to be our thrust area. The Bank
has made significant progress in adoptmg Information
technology which is clearly evident in its future plans. The
connectivity between 504 branches and 32 Regional Offices
viz, ‘MAHANET" is in advanced stage of implementation and
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is expected to be completed shortly. The Bank would be issuing.
VISA co-branded debit cards to customers of all these
branches, connected under ‘Mahanet’.’It is planned to install
255 additional ATMs with online facility. The Bank has initiated
the steps for establishing its own Data Centre at PUNE and .a
road map in implementing the Core Banking Solution in phased
manner has been drawn.

The Bank has set an ambitious target with focus on growth in
key areas and would endeavour to achieve the :ame and
protect & enhance in- value terms the interest of all the
stakeholders.

With warm regards,

Yours sincerely,

(S.C.Basu)
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o BANK OF MAHARASHTRA
Head Office: “Lokmangal”, 1501, Shlvajlnag_ar, Pune 411005

NOTICE

Y

X
VOTICE is hereby given that the First Annual General Meeting of the Shareholders of Bank of Maharashtra will be held on Friday the 2 of
uly 2004 at 3.00 p.m. at Yashawantrao Chavan Natya Griha, Kothrud Pune 411.029 to transact the following business:

o dlscuss the Balance Sheet as at 31* March 2004 and the Profit and Loss Account f&r the year‘ended on that date, thé Report of the Boar
f Directors on the working and activities of the Bank for the period covered by the Accounts and the Auditors’ Report on the Balance Sheet
nd Accounts. | : o

lace: Pune - ' «”f

yate: 24" May 2004 ' ' : .7 (S.LBASU)
Chalrman & Managing Director,

NOTES

APPOINTMENT OF PROXY . 'S. ELECTRONIC CLEARING SERVICE FACILITY
A SHAREHOLDER ENTITLED TO ATTEND AND VOTE AT . - With respect to payment of dividend, the Bank provides the
THE MEETING IS ENTITLED TO APPOINT A PROXY TO facility of ECS to all shareholders of the Bank, havmezthelr bank
ATTEND AND VOTE INSTEAD OF HIMSELF / HERSELF AND accounts in any of the. followmg cities:
SUCHPROXY NEED NOT BE A SHAREHQLDER OF THE BANK. Ahmedabad, Bangalore, Bhubaneshwar, (,hdndmarh Cherip

" The Proxy form, in order to be effective, must be received at the - - Delhi, Guwahati, Hyderabad, Jaipur, Kanpur. Kolkata. Munib
place specified in the Proxy form not less than 4 days before the Pune, Nagpur and Thiruvananthapuram.

date of the Annual General Meeting i.c. before the closure hours

of Saturday the 26® June 2004. Shareholders holding their shares in physical tol;m, who.wish to

-avail ECS facility may authorise the Bank with their ECS mondate
_in the prescribed form annexed to this Report. The re:

 APPOINTMENT OF AUTHORISED REPRESENTATIVE
: : payment of dividend through ECS for the year 2003-CG+ s

No persqn sl}all be entitled to .attend o VOte, at the Annual be lodged with Registrar & Transfer Agent of the Bank '\I/k
General Meeting as a duly authorised représentative of any body MCS Ltd at the addréss glven in para 7 below on or bemc
" corporate which is a shareholder of the Bank, unless a copy of . 30.6.2004.

‘the resolution appointing him/her as a duly authorised
representative, certified to be true copy by the Chairman of the
meeting at which it was passed shall have been deposited at the

- Head Office of the Bank not less than Four days before the date
of the Annual General Meeting i.e on or before the closure hours
of Saturday, the 26™ June 2004.

Shareholders holdiﬁg shares in electronic form may please nQ‘tc
that their bank account details as furnished by the respective
Depesitories will be considered for sending dividend through
ECS / dividend warrants. Shareholders who wish to chan ge su

bank account details are requested to ‘advise their depositor
participants about such change with complete details of Barik

ATTEND ANCE SLIP CUM ENTRY PASS v Account on or before 24" June 2004.

For the convenience of the shareholders, Aftendancé slip-cum- 6 TRANSFERS

Entry Pass is annexed to this Report. Shareholders / Proxy Share certificates along with transfer deéds should be forwarded
“holders /Representatives are requested to affix their signatures at to the Registrar and Share Transfer Agent at address given below

- the space provided therein and surrender the Attendance slip-
cum- entry pass at the venue. Proxy / Representative of a
shareholder should 'state on Attendance slip — cum — Entry pass
“ Proxy” or “ Representative’; as the case may be. ‘

7. CHANGE OF ADDRESS

Sharehoiders holding shares in phymca] form are requcsted 1o
intimate changes, if any, in their registered address, to the RLgI\[’ 0

PAYMENT OF DIVIDEND ' T and share Transfer Agent of the Bank at the tol ‘owing i
Payment of dividend to shareholders as declared by the Board of M/s. MCS Ltd. o
Directors shall be paid to those shareholders whose names appear ‘Sri Venkatesh B havan’ Plot No. 27, Road No. 11.

. 3 - s nd .
onthe Register of share holders of the Bank as on 2™ July 2004 - MIDC Area Andheri East, Mumbai 400 093

and in respect of shareholders holding their shares in dematerialised
form as per the list provided to thé Bank by the Depositories as
on 24" June 2004 and the dividend warrants shall be mailed 8 Shareholders / Proxy holders / Representatives are xequested to
within 30 days from the date of Annual General Meeting. brmg their copies of Annual Report to the Annual Geneml Meeting.

™
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' BANKOFMAHARASHTRA
‘Lokmangal’, 1501, Shivaji Nagar, Pune: 411 005

DIRECTORS’ REPORT 2003-04 ‘
MANAGEMENT DISCUSSION AND ANALYSIS

ECONOMIC ENVIRONMENT

The GDP growth in the year 2003-04 is ardund 8.1 per cent as
compared with 4.0 per cent and 5.6 per cent in the previous two
years. The GDP growth of 8.1 per cent could be reached due to a
rebound in agricultural production. GDP from agriculture and allied

"activities is estimated to have increased by 9.1 per cent.during 2003-

04 as against a decline of 5.2 per cent in the previous year. The
overall growth performance of the industrial sector during 2003-04
provisionally estimated to be near 6.6 per cent is also higher than
that of 6.2 percent in the previous year. During the year, services
sector has recorded a satisfactory growth of 8.2 per cent as compared
with 7.2 per cent in the previous year. This was possible due to
boosting growth in ‘trade, hotels, restaurants, transport and
communication’ sub sector, which recorded a growth of 10.9 per

‘cent in 2003 04.

) 'Inflatlon

" The annual rate'of inflation on a point-to-point basis as measured by

variations in the wholesale price index (base 1993-94 = 100) worked
out to 4.5 per cent in 2004 as against 6.5 per cent a year ago.

The decline in WPI was mainly due to low increase in prices of
primary articles (weight: 22.0 per cent), which recorded an increase

-of 1.7 per cent as against 6.1 per cent increase a year ago.

The annual rate of inflation during 2003-04, as measured by increase
in WPI on an average basis, was higher at 5.4 per cent as compared
with 3.4 per cent in the previous year. Inflation as reflected in

* consumer price index (CPI). for industrial workers was lower at 3.5
-per cent in, 2003-04 as compared with 4.1 per cent in. the previous

year.

Fiscal Deficit )
As per the revised estimates mentioned in the Interim Budget, the

fiscal deficit of the Central Government for 2003-04 was estimated
at Rs.1, 32,103 crore (4.8 per cent of GDP) compared to the budget

estimate of Rs.1,53,637 crore (5.6 per cent of GDP). This was a ©

consequence of a combination of measures to enhance revenue
buoyancy, contain revenue expenditure and secure higher realization .
of disinvestment proceeds. The combined net market bo‘rrowmgs of ,

- the Centre and States were Rs 1,35,192 crore.

MONETARY AND BANKING DEVELOPMENTS

Money Supply

During 2003-04, the annual growth in money supply (M;) on a
point-to-point basis was at 16.4 per cent compared to 12.8 per cent
a year ago. Among the components, the growth in aggregate deposits
of the scheduled commercial banks at 17.3 per cent net of mergers -,
was higher than that of 13.4 per cent in the previous year. Similarly,
higher expans1on in currency with the pubhc also contributed ‘for
growth in money supply.

. Flow of Funds

The total flow of funds from Scheduled Commercial Banks to the
commercial sector including banks’ investments in bonds/debentures/

8)
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shares of public sector undertakings and private corporate séctor,
commercial paper, etc. is estimated at about Rs. 1,17,008 crore (15.1
per cent) as against Rs.1,10,501 crore (17.9 per cent) in the previous
year. Total flow of resources to the commercial sector, including
capital issues, global depository receipts (GDRs) and. borrowings
from financial institutions Is placed at Rs.1,73,789 crore as compared
with Rs.1,33,631 crore in the previous year.

BANKING TRENDS 7 _
In the last couple of years, the overall interest rate structure for term

deposits in India has plateaued. The term deposit rates of public’
sector banks for maturities upto 1 year reached 3.75-5.25 percent in

*

- March 2004 compared 10 4.00-6.00 per cent in March 2003. Interest

rates on term deposits over one year have declined from a range of -
5.25-7.00 per cent to 5.00-5.75 per cent during the same period.

The prime lending rates (PLRs) of publlc sector banks have almost
remained sticky during the year 2003-04. In the wake of scheme of
Benchmark PLR (BPLR) introduced in the annual policy statement -
of April 2003 by RBI, majority of commercial banks have announced
their BPLRs instead of the earlier tenor linked PLRs,. The PSBs -
reduced their rates in the range of 25 100 basts points while declaring
their BPLRs.

Bank Deposnts ' ' N

All the scheduled commerc1a1 banks have aggregate deposits of -
Rs.15,01,931 crore, as on the last reporting Friday of March 2004,
The rise in deposits in the financial year upto 19th" March 2004
works out to Rs.2,21,078 crore. Deposits with scheduled commercial
banks on year-on-year basis grew by 17.3 per cent as of March 2004,
as compared with 16.1 per cent growth recorded in the last fiscal. | s

Bank Credit - ;

As on the last reporting Friday of March 2004, bank credit stood at
Rs, 8,35,382 crore, reflecting a rise of Rs.1,06,166 crore during the,
year. The credlt-deposu ratlo stood at 55.62 per cent as of March
2004.

As of March 2004, growth in credit by Scheduled Commercial Banks

increased to 14.6 per cent on year-on-year basis against 23.7 per

cent a year ago. The year 2003-04. witnessed a substantial expansion

in credit flow to the infrastructure industries like roads, ports, power

and telecommunications. As against higher credit growth in industries,
like cotton, textile, gems and jewellary, there was a decline in bank

credit to the industries like cement, iron & steel and petroleum.

Food Credit

There is decline_ in food credit durmg the year'to the order of
Rs.13,518 crore as against the fall of Rs.4,499 crore during the
previous year. The outstanding food-credit was Rs. 35,961 crore at
the end of the year.

Non-food Credit

‘The non-food credit increased by 17.6 per cent (Rs.1, 19 685 crore)

durmg 2003-04 against 18.6 per cent (Rs.99,448 crore), net of mergers
in the previous year. Credit expanded vigorously during the later
part of the year wherein growth in non-food credxt was led by housing,
industrial and retail sectors.
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Investments

Indirect credit by Scheduled Commercial Banks to the commercial
sector in the form of investments in shares, debentures, bonds,
commercial paper etc. declined by Rs. 3,805 crore during 2003-04
agamst arise of Rs. 12,036 crore in the previous year.

During 2003-04 fiscal, investments by SCBs in government securities
was at Rs. 6,53,244 crore against Rs. 5,23,416 croré during the same
period a year ago. On year on year basis also, investments in
government securities grew by 19.87 per cent as agamst 25.7 per
cent a year ago. ; .

The banking system even now holds government securit»ies ot around
41.5 per cent of its net demand and time habilities as against the
minimum statatory requirement of 25 per cent. In terms of volume,
such excess holdings amounted to as much as Rs.2,69,777 crore in
March 2004 which is substantially higher than the gross borrowings
of the Government.

As of last reporting Friday of March 2004, investments in

‘Government securities stood at, Rs 6,53,244 crore. The investment-

deposit ratio stood at 45.25 per cent.

. oue

EXTERNAL DEVELOPMENTS

Though recovery in the Euro area is slow, the global economic recovery
bhas broadened and strengthened. The International Monetary Fund
(IMF) has revised its projection for world.output to grow by 4.6 pet”
cent in the year 2004.

Durmg the year 2005, the world output g growth is expected to remain
robust at 4.4 per cent. The growth in volame of world trade is
expected 16 improve from 4.5 per cent-in 2003 to 6.8 per cent in
2004. .

Even us global output and trade show sign of recovery, higher global
oil prices, volatility among major international currencies and trade
cyclical fluctuations pose a risk of higher .inflation. Interest rate
uncertainties and forex market fluctuations may remain the major

.concern for emerging ecpnoxglies.

‘Durl‘ng the year 2003-04, Indian rupee appreciated against U.S. dolar

by 9.5 per cent while it depreciated against other major mtemanonal
currenmes like Euro, Yen and Pound Sterling.

Exports

India’s exports in terms of US dollar have increased by 17.1 percent
as compared to last year’s 20.3 per cent. The exports performance
was driven by a strong growth in engineering goods, chemicals &
related products, petroleum products, electronic goods and gems
and jewellary. The strong export growth was experienced despite the
fact that exports of. traditional commodities like textiles posted a

decline.

Imports

During the year 2003-04, the 1mports have shown an increase of
25.3 per cent 4s compared to 17 per cent in the previous year. Non-
oil i 1mports have contributed more towards this increase as compared
8 oil'imports, whieh have shown relatively. slower growth of 14.3
per cent. Continuous higher growth in domestic demand for yapxtal
goods, industrial raw materials and intermediate goods boosted the
Non- POL. imports reflecting a resurgent mdusmal activity.

’D‘ade Deﬁcnt

India’s trade deficit has widened to 1SS 13.7 hillion in 2003-04 as-
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