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Y hT FaraT
Chairman’s Statement

1.

for foir 6 % ] W e e wRevd ¥ wE e
T 21 frue 57 yq@ wfafafudt 3 fagem &1 e srehfia e
F € 1) G TT AR & TP T A 2) AFeT 9T S
T it g g & i e i gt R @
TET HT AT TG 7| 2016 T 31w et # quw ovef wwowen
3 3 ufaerd S SE % WY TWET gfs oSt @ ¢ | et
FIMHIF SR T SHaRI-AE 2017 F 9H 0.7 HfTerd st wwet
frae g8 €1 qenfy SIS &t <X 9T 4.5 faem g8 € oK
Jug e fiord 7 25 Siew &7 gf gE 71 T F i guR @
FTATERTT § Safeh ST & Y1 TR o1 X 9T &1 7 F 6.5-
7 wfaer 9f emifed 71 guw fmm < § gfg 7t 397 % gohd
few €, 1 Bt fuerat HE o onedt off foraaret wifen
et BT STTETT T R T

STET T TG A T Y ¥, A% ST ¢ foF wRa 1 fawg
7 faerd F afyer Tt 1K 59 PR 9% fag 1 o O Sget g
sreferaeer o @t A THRIHS S YeE U €, THSISTE
FT AT KhE W W e 43 fafeaw w1, =1 @ =
1.5 e § 8 9 @1 S X q«1 T QH B Torwme
R T a5 J6eT Tad Wied TSTehS el el Sierdt o
3.5 uferere Ter| e gx1 ThifT 3 wfawr § w9 T 3R at Y
A HIAL o HROT g 2 FAeTT off T TRl T 1 G STHR
¥ siiefiter Saed gfg 2.7 gl W@ ST T 9 g st ®,
wRey o fwd TR | $ 370 fafeem ® s o9t o &
3T T B A € | HRIGR T § Gestal o e epm ud
yfaeqeienss Gohd Td AN ¥ THIAR Teak &1 T§ € | afier SR
W | favd & gig & T TeTR T 7 & 3t off Uk At

Dear Shareholders and Stakeholders,

1.

Over the past financial year, a slew of developments have
defined the domestic and global financial landscape.
Undoubtedly, the major developments which caught attention
at a global level were 1) the U.S. Presidential elections
and 2) the Brexit vote which has the potential to alter the
contours of financial and diplomatic relations between the
U.K and European Union. U.S economy posted impressive
growth during the last quarter of 2016, with a GDP growth
of more than 3% which, however, nosedived to 0.7% on an
annualized basis during January-March 2017. However,
unemployment rate declined to 4.5% and prompted a 25 bps
rate hike by the U.S. Federal Reserve. EU meanwhile, is
nudging along with growth a shade into positive territory while
Japan continues to be in deflation zone. China is expected to
grow between 6.5-7%. Most central banks are still pursuing
an expansionist monetary policy with the exception of U.S
which has indicated its willingness for further rate hikes.

On the domestic front, India is expected to post a growth rate
of more than 7%, thus retaining the tag of the fastest growing
economy in the world. Macroeconomic parameters are on a
sound footing: FDI inflows are at a record $43 billion, Current
Account Deficit is just a shade below 1.5% and fiscal deficit
is contained at 3.5% of GDP with the Fiscal Responsibility
and Budget Management Act (FRBM) also in place for both
the Centre and the states. CPl inflation is below 3% and may
even reach 2% due to sliding oil prices. The revamped base
year has shown industrial production growth at 2.7%, higher
than previous years; Forex reserves are at a record $ 370
billion, enough for almost a year of import cover. Rankings
under ‘ease of doing business’ and competitiveness indices
are continuously showing an improvement over the previous
years, to name a few. A big challenge is on the job creation




@ 3ifs §f3an/ BANK OF INDIA aif¥e R / Annual Report 2016-17 BOI K

T 7 | SUHAT o TR 6 i #T % faw wizem ¥g v
IE HE HT Gor T T
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TR @ SK W W % o evemen @ AT e
W B TN SEH e B AEE o S TN SEeT SR R
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TET ST | W AT BT I A F A oot A T € O FS 39 AR
§ - TR IS T o, % 2 O I TG I T S,
ffr 37 T 2000 ¥ 3 TS TRT S | I, To@eRd sieg S
T 3 | ST & T Gt SRR M & @ b e of s
T 3w Ak o el T ST ST SISt § ST Ay it
T T W 2| e o & A e 9 U oY o 9 e
& Wb ¥ Thg T F fAT o U ¥ 39 Rewd ¥ fafw vewiEr
T R H 3 T o AT FET Hed AT B S S # 9 T
& oI A S 2

forTa F® & 5/25 AT THEISTR ASHT T8 TF 4 T Tt owe
fafea & atfya & €1 Zafy enfey TurewT &1 fRTaT Teeh Fret
F g GreEl H ke WG ¢ qT R et e §
AT § e § 39 ool T Aeg et 811 greiifer 9Rd GLhR
IR T HaH HoAsAl 1 FH F & ¢ [Web T F
T H TIAC STEARY N T THF ST SUAWE vl s any
H H qgeh 75% % TIH T ERMT & 60% FRT STTHRA &t
SIYFHT T T TG & GHT HI T HIT 8 heH I3 T 2 |
feaTen Te wier rerar WiEdr T o] A @ € T 3
faframe @) W uew i gfafa & 7 of e e
SehT RS STTETE! o1 GATHM FTeTar § &T T |

T g T g ¥ S OMOR GRS A ST 3N T @l
T, I & Sobl H A TETEA 1 AT wd A aer geee % g
TEHFAHLOT (AFETE), fearen e gien aver e e T

front with employment generation growing at 1% on a yearly
basis. A Fund of Fund (FoF) for startups has been created to
form an entrepreneurial climate.

Being an integral part of the economy, banking sector has
been given a major thrust. To start with, it has to be admitted
that the scenario is a bit challenging. Bank credit growth
continues to be anaemic with growth being 8% year-on-year
for the year ended March 2017. Credit to industries has been
particularly hit hard. This is despite the fact that MCLRs of
banks have come down by around 100 bps over the past
year. Idle industrial capacity due to sluggish demand and
banks being hit by asset quality woes are the major reasons
for this trend. Major sectors like steel, power and textiles are
yet to gain traction while telecom segment has emerged as
a new source of risk. Demonetization induced liquidity surge
has helped lower both lending and deposit rates and lowered
bond yields thus facilitating windfall gains to bank treasuries.
Gross NPAs in the system has touched Rs.7 Lakh Crores
with the bulk of them being accounted for by PSBs. GOI has
budgeted Rs.10,000 Cr to support ailing banks but given the
scenario, it seems more capital infusion would be required to
salvage these banks.

A major game changer during the just concluded financial is
the shift towards digital transformation that has enveloped
the economy and banking landscape. This coincided with the
demonetization drive. The objective is to bring the cashless
transactions to around 10% within a decade. A number of
steps towards this end have been initiated such as waiver
of MDR charges, no cash payments above Rs.2 Lakh, bar
on election funding of more than Rs.2000 in cash, issuance
of electoral bonds etc to name a few. Banking sector would
surely feel the impact of such changes with more and
more customers expected to switch to electronic banking
channels, significantly reducing the footfalls in branches over
a period of time. Payments banks and small finance banks
ae already there to grab market share post the digital drive.
In this scenario, incumbents must strive hard and innovate to
stay competitive and protect their turf.

The 5/25 scheme, the SDR scheme and the S4A initiatives
are certain novel developments during the past couple of
years. Though the success of these instruments in reducing
the asset quality issues have been limited, it has nevertheless
equipped banks with more tools to fight delinquency post
the commencement of AQR exercise. However, GOI has
brought forth the NPA Ordinance to complement efforts to
reduce asset quality troubles. Moreover, steps have also
been taken to reduce time to implement JLF decisions by
stipulating the necessity of approval by only 60% of creditors
by value as opposed to the earlier 75%. The Insolvency
and Bankruptcy Code is becoming operational fast and an
Oversight Committee has also been formed at the regulatory
level to aid fearless resolution of stressed assets by bankers

Two major issues which have somehow escaped attention
of successive governments but which merits a look are the
state of human resources in banks and professionalization
of Boards and management. Banking is an evergreen
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area which operates under a dynamic environment.
Compensating bankers properly should be a major focus
area which needs to be addressed, especially at senior
levels. Another challenge is replacement of experienced
superannuating personnel. Banks must also be permitted
to introduce new products. A beginning has, however, been
made in this regard by permitting banks to introduce interest
rate options.

However, amidst all these challenges, it is indeed
commendable that banks in India have been able to perform
a fine balancing act between their social obligations and
staying competitive. It is noteworthy that no bank has posted
operational loss during FY 2017. We have successfully
weathered two major financial crises as well which, however,
gripped seemingly infallible economies. The present
challenges are only of a cyclical nature and we are expected
to emerge unscathed from this scenario as well sooner than
later.

G. Padmanabhan
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yater fAeTeR 1T TET huTersh SIfIeh il Rt awhed
Managing Director & CEO’s Statement

firer graemt &t feaume,

1.

3T Sop T 21 A AT 3T 43eF H 3T T &7 & wiceh @I
FIAT §. AT S & T T & F A gaw s ofi g
FHUeTE AHE & T F HEWR G B g fUser af §
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T g 7T © foR At i o e ®, A 9 € oited ) g At
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T ST F ERfa € oK o ¥ fasrg o ot W@ ok @
7% ¥ A gE 7, S AU YIST AfeRT T W © S 220 3R Se”
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ST, 6.76% JTEA < TaT 7

gt sreferaen ¥ froe 9 aut & oot e o § 1 et oft

Dear Shareholders & Stakeholders,

1.

At the very outset, | extend a very warm welcome to each
one of you to the 21st Annual General Meeting of your Bank.
As you are all aware, | have only recently taken over as the
MD & CEO of your Bank. We have significantly erased our
losses over the past year. Various initiatives by the Regulator
and GOI as well as by our own dedicated staff will ensure a
turnaround as soon as possible. It gives me great pleasure to
place before you the annual report of your Bank for the year
ended March 31, 2017.

| believe that if there is a constant, it is only change. It will
be amply clear just by a cursory glance at the environment
around us. Since we have overseas presence as well, let us
start by observing at the global landscape. Massive changes
have swept two leading financial centres - the U.S. and
the U.K.; the former due to the surprising outcome of her
Presidential elections and the latter engulfed by the Brexit
result. This has had far reaching ramifications across several
countries and we are notimmune to those. Apart from policies
on various sectoral fronts, growth outlook is not uniform
across economies. While the US has shown a decline to 0.7%
annualized rate of GDP growth for January-March period, EU
just manages to stay in the positive territory. Japan continues
to face deflation while China has slowed down to below 7%,
plagued as it is by a massive shadow banking system worth
$ 220 billion. While the US Federal Reserve has raised the
key policy rate by 25 bps, central banks in EU and Japan
are reluctant for fear of losing whatever growth they have
managed through stimulus measures. In this backdrop, India
earns investors the highest rate of interest with our 10 year
benchmark yielding 6.76%.

Domestic economy gathers momentum.....
Indian economy has undoubtedly leapfrogged over the past
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three years. Look at any macro parameter and it is visible.
GDP growth is set to touch 7.5% for FY 18; Current Account
Deficit has been brought down to a shade below 1.5% from
the highs of 4% seen before 2014: Fiscal deficit is below
3.5%: Foreign Direct Investments (FDI) inflows are one of
the highest recorded ever at $ 43 billion: Foreign reserves
are at an all-time high of $370 billion. The improvements in
rankings under ‘ease of doing business’ and Competitiveness
Indices have been cited often and it would be redundant to
dwell upon that here. A key success factor is the tremendous
strides that have been achieved in diplomatic outreach
which in turn translates into economic gains. Amidst all this,
slow capital formation, low capacity utilization by industry,
employment generation and the twin balance sheet problem
(banks and corporates) are the major sticking points. Efforts
are earnestly underway to address these issues on a war
footing.

Banking sector holds great promise....

Coming to the banking sector, the macro scenario is
somewhat different from what it used to be a couple of
years before. Bank credit growth is at a historic low of 8.7%
with credit to manufacturing segment showing a decline of
1.9% vis-a-vis a growth of 2.2% during FY 16. Public Sector
Banks have lost significant market share with their share in
credit at 71.8% during FY 17 compared to 77.8% during FY
2015. This may be attributed to low capacity utilization at the
industry level and also to delinquency in assets. Gross NPA
ratios have increased though at the aggregate bank level and
across public sector banks losses have declined significantly
over the previous year. PSBs as a group, however, continued
to post losses this year as well.

It would be pertinent to dwell upon the demonetization issue.
This led to a liquidity surplus scenario and bond yields as
well as MCLRs declined. During the year one-year bank
deposit rate declined from the range of 7-7.5% to 6.5-7%.
MCLRs declined by 100-110 bps. Moderation in lending
rates translated into faster growth in retail lending though
interest income showed only muted growth at the industry
level.

| wish to state here that while assessing bank performance,
we must shed our obsession with net profit and watch
operating profit as the key metric. Needless to mention, at
the industry level, all banks including PSBs have showed
good growth in operating profit. The same holds true for Bank
as well. The net loss is attributable to higher provisioning
necessitated on account of exposure to cyclical sectors
which has the potential for a turnaround in the future. It is
remarkable that despite incurring huge intermediation costs
on account of our social obligations, banks continue to post
profits at the operating level. This is something which is not
adequately highlighted at various fora. It is only a matter of
time before which we post an absolute turnaround when the
troubled sectors come out of the woods.

This will be complemented by various initiatives on the
ground. The Insolvency and Bankruptcy Code is evolving
into its practical application at a very fast pace. However,
its full potential is still a few years away due to the need
for trained personnel, logistics and the need to set up
information utilities .Meanwhile, the RBI has come out with
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1 3fg € 7 R W SR § 3T fEer S A
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A, 2017 W 61.47% &1 4T

. S T URCETEr T ST 31 W, 2016 BT 6,036 HUS o
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o A% ¥ fam af 2016-17 F fow T -1558 WS F &
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o e = @ (NIl) ST faf & 2015-16 &% €M
T 11,725 HUS o 9-I-9 0.87% g F WA
T 11,826 HUS & T |

o Y TERH W e @S Wi (NIM) st fader o
2015-16 & 2.50% o, GeRaRT faxia o 2016-17 &
2.60% = | faxia @ 2016-17 & o fagel wREment
W et =T A 1.25% 911 99 79 § afier e
St faer 9 2015-16 § 2.11% o gRa foxig o
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10.

measures aimed at faster resolution of JLF cases and the
Oversight Committee mechanism which aids bankers in
fearless resolution of stressed assets. This has to be seen
as a swift measure to operationalize the NPA Ordinance
enacted recently by the Parliament.

The performance of your bank also has to be viewed against
the above unfolding landscape. The financials for the just
concluded year were promising. Your bank has shown a
three fold reduction in net loss. Asset quality has stabilized
and margins at the domestic level have improved. Your bank
has shown a growth of 61.25% in operating profit which is
not a mean achievement during these volatile times.

With this backdrop | have great pleasure in presenting before
you the detailed financials for the year ended 31 March 2017.
Your Bank has achieved impressive strides under several
key parameters.

BANK’S PERFORMANCE

. Your Bank posted an overall Global Business of the
Bank stood at¥ 933, 820 crore as on March 31, 2017.

. Your Banks Low Cost Deposits (CASA) grew by
30.24% YoY and its share in Domestic deposits
improved from 34.18% in March 2016 to 39.84% in
March 2017.

. The Gross Advances at I 393,788 crore, grew by
3.18% YoY and 1.75% QoQ.

. Retail schematic Loans increased by 10.63% YoY and
stood at Rs 41,793 crore as on March 31, 2017. Retail
Loans share in Total Domestic Advances increased
YoY, from 14% in March 2016 to 15% in March 2017.

. Priority Sector advances stood at ¥ 113,027 crore
which constitutes 40.47% of ANBC. Agriculture
advances were Rs 54,303 crore forming 19% of

ANBC.

. The share of Retail Time Deposits of ¥ 1 crore and
less constitutes 76% of Bank'’s total time deposits.

. Bank’s Global Gross NPA ratio declined sequentially

and was 13.22% as on March 31, 2017 as against
13.38% as on December 2016. Global Net NPA ratio
declined to 6.90% as against 7.09% on December 31,
2016.

. The Provision Coverage Ratio improved from 51.14%
in March 2016 to 61.47% in March 2017.

. The Bank’s Operating Profit as on March 31, 2017 is
¥ 9,733 crore as against ¥ 6,036 crore as on March
31, 2016 showing YoY growth of 61.25%.

. The Bank declared PAT of ¥ -1,558 crore in FY2016-
17 as against ¥ -6,089 crore PAT for corresponding
period last year, reduced the loss by 74.41%.

. NIl during FY 2016-17 has improved to¥ 11,826 crore
as compared to ¥ 11,725 crore in FY 2015-16, an
increase of 0.87% YoY.

. Net Interest Margin (NIM) on domestic operations has
improved from 2.50% in FY 2015-16 to 2.60% in FY
2016-17. NIM on overseas operations was 1.25% for
FY 2016-17. Overall the global NIM has improved to
2.20% in FY 2016-17 from 2.11% in FY 2015-16.

. Non-Interest Income during FY 2016-17 has improved
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