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P R O G R E S S
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D I R E C T O R S ' R E P O R TJ

3>Tzf-.H^|<HH ̂  HR.UIIH) ^t 33 f^Tfcf ̂

2002
The Board of Directors have pleasure in presenting the 33rd Annual
Report on the working results of the Bank, as also the Balance Sheet
as at March 31, 2002 and Profit and Loss Account for the financial
year ended March 31,2002.

i. arrfife

200 1 -2002
"nfcT ̂ TRt T?T I

f J*nl%i 1, f^
11

eHlldK

I

5.7 % d l̂el

6.3

3.3 1 1

3TFjfcf ^W^f^m: 3.3 % (6.7 %), 1.4 % (3.3
%) cf5.2 % (6.2

I. E C O N O M I C
IP

Economic slowdown continued during 2001-02 on both domestic and
external fronts. On the external front, the factors responsible for fall in
real output included global slowdown, recession in the USA and aftermath
of September 11. Yet, India's real Gross Domestic Product (GDP), as
per advanced estimates released by Central Statistical Organisation
(CSO), is estimated to have grown at 5.4% compared to 4.0% recorded
in the previous year. Healthy overall growth was spurred mainly by
buoyancy in agriculture and allied activities which is estimated to have
posted a growth of 5.7% during the year after two consecutive years of
subdued growth. However, several segments in the economy, such as,
industry, including manufacturing and core infrastructure, were marked
by persistent decline during 2001-02.

Industrial production, measured by the Index of Industrial Production
(IIP), is estimated to have recorded a lower growth rate of 3.3% during
the year as against 6.3% posted a year ago. Within the industrial sector,
manufacturing, mining and quarrying and electricity, gas & water supply
also recorded lower growth rates of 3.3% (6.7%), 1.4% (3.3%) and 5.2%
(6.2%) respectively. However, services sector registered a higher growth
rate of 6.5% as against 4.8% recorded during last financial.

The price situation continued its downtrend during the year.,
Year-on-year inflation rate, as measured by variation in Wholesale Price
Index (WPI), declined significantly to reach a two decade low of
1.4 per cent as against 4.9% recorded during the previous year.

However, external sector was marked by a sharp deceleration in exports
during the year 2001-02. As per provisional data released by DGCI&S,
exports shrunk by 1% during 2001-02 in sharp contrast to a growth of
21% recorded during the last year. Imports also registered a lower growth
rate of 0.4% as against 1.7% recorded a year ago. During the year, trade
deficit, went up to US $ 6.6 billion from US $ 5.9 billion recorded
a year ago.

Foreign exchange reserves stowed a significant rise during the period
under review. As at Man* 31,2002, foreign exchange reserves amounted
to $ 54 billion, as against $ 42.3 billion as at March 31, 2001.
Notwithstanding the increase in foreign exchange reserves, the year
under review was characterised by volatility in the exchange rate
leading to depreciation of rupee by 4 % against the US Dollar,
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II. MBNEIARI A N D B A N K I N G
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Owing to thrust on better monetary targeting, money supply, measured

by broad money (M3), grew at 14.0% during the year as against 16.8%

recorded during 2000-01. 2001 -02 was also a year marked by sluggishness

in deposits and credit of commercial banks. Aggregate deposits of the

Scheduled Commercial Banks (SCBs) exhibited a lower growth rate of

14.3 % as compared with 18.4% during 2000-01. Sluggishness in credit

offtake continued for most part of the year. However, advances picked

up towards the end of the year. Domestic credit recorded a growth of

14.5 % during the financial year compared to 17.3% a year ago. Growth

in net bank credit to Government sector stood lower at 14.8% compared

to 16% recorded last year. Growth in SCBs' credit to the commercial

sector exhibited a steep decline to 14.5%, down from 17.3% recorded

during the previous year. Non-food credit recorded lower growth rate of

12.8% as against 14.9% a year ago, mainly due to industrial slowdown.

Important policy changes initiated by the Reserve Bank of India during

the year included the following:

* The amount of assured refinance (Collateralized Lending Facility

(CLF) and Export Refinance) were split into two parts, wherein

two-third of amount, termed as Normal Facility, is made available

at Bank Rate and remaining at 1 per cent, above repo rate.

* Interest rates on export credit reduced by 1 to 1.5 percentage points

and export credit refinance mechanism rationalized.

* Banks were allowed to offer preferential interest rates on deposits

held by senior citizens.

$ Further progress was achieved in moving to a pure inter-bank call

money market.

* Bank Rate was cut by 0.50 percentage points from 7% to 6.5%

with effect from October 23, 2001, the lowest since 1973.

« Cash Reserve Ratio (CRR) was reduced by 200 basis points from

7.5% to 5.5% in two instalments, with effect from the fortnight

beginning November 3,2001 and fortnight beginning December 29,

2001. Rate of interest on eligible CRR was made flexible and hiked

from 6% to 6.5 %.

* For computing NDTL, all exemptions on liabilities were withdrawn,

except inter-bank liabilities.

•> Guidelines were prescribed to dematerialise all fresh investments

in commercial paper, bonds, debentures, privately placed or otherwise.
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49 %

in. 2001-2002

Banks have been accorded freedom to change composition of
working capital by increasing cash credit component beyond 20%
for working capital limits of Rs.10 crore.

The Negotiated Dealing System (NDS) was introduced to facilitate
electronic bidding in auctions and secondary market transactions in
Government securities and providing for dissemination of information
on tradings on a real time basis.

Clearing Corporation of India Ltd., (CCIL) was operationalised and
linked to the Negotiated Dealing System.

A minimum of 5 % profits earned through investments was directed
by RBI to be maintained as Investment Fluctuations Reserve
over a five year period beginning from the financial year
2001-02.

Banks and money market players were allowed to lend against
securities under a new 14-day repo facility.

Banks were advised to adopt 90 days norm, in line with international
best practices, to classify their assets with effect from the financial
year ending March 2004.

Banks were advised to move over to charging of interest at monthly
rests by April, 2002.

Foreign Direct Investment (FDI) limit in private banks was hiked from
20% to 49%, with extension of the applicability of the limit to foreign
banks having branches in India.

II. CAN A

eir"T
Operating & Net Profit

(Ami in Rs Crore)

1 .03 %
4,4^ l<1 eTW *fT ?. 0.63

?. 1.64 diy d*«(Sr I

Profits and Profitability

The most redeeming feature of the Bank's performance during 2001-02
related to a quantum jump in its profits and profitability parameters. For
the year ended March 31,2002, the Bank posted operating profits of

Rs.1656 crore, as against Rs.1131 crore for the
preceding year, registering a growth of 46.4%.
Net Profits moved up from Rs.285 crore to Rs.741
crore over the same period, posting a record

growth of 160 %. The spurt in prais aignlpantly
raised the Bank's profitability. Return on Assets,
a standard measure of profitability, substantially

rose to 1.03 % as compared to 0.43 % in the
preceding year, tat per employee also mowed
up from Rs.0.63 lakh to Rs.1.64 lakh. Higher
rjrofte emanated primarty from increased intefast
income, quantum rise in non-interest income and

savings in operatir̂  rests due to Special Voluntary Retirement Scheme
(SVRS). The petfomwnc* is even notewo*y in the face of declining
interest spread.
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cftf 2000-01 ̂  28 14
313
^f 657

3 ̂  2001 -2002

^ 578

Capital and Reserves

The Bank's owned funds rose to Rs.3471 crore in 2001-02, compared
to Rs.2814 crore in 2000-01. Accretion to reserves amounted to
Rs.657 crore, while the Bank's capital remained at the preceding year's
level of Rs.578 crore.

tfl'HiJ?! ^T Tf •H<+K 3t 80
lfoTefr

. 57.05

31PJT/ Income: 2001 -02

40 % 3fe 1 1

^2001 ̂ 3trf^ 9.84

1 1 .88 % T^r i

. 450 ZT^TT 2 T f f *ff

| Interest Income | Non- Interest income

P Income on Investments

The Bank transferred a sum of Rs.80 crore as dividend
to the Government, 40% higher than Rs.57.05

crore paid during last year.

Capital to Risk weighted Assets Ratio
(CRAR) of the Bank improved to 11.88%

compared to 9.84% as at the end of March
2001. During the year, the Bank also raised

Rs. 450 crore of Tier II capital with a view to
augmenting capital adequacy.

Income and Expenditure

While interest income grew by 13% to move up from Rs.5618 crore to
*PT / Expenditure: 2001-02 Rs 6371 crore non-interest income rose by 56% to

reach Rs.1429 crore compared to Rs.918 crore
during 2000-01. The significant increase in
non-interest income was primarily from
trading operation in treasury which

contributed incremental amount of Rs.462
crore. The reduction in operating expenses to

Interest Expended • Staff Salary (he ,une of Rg ?7 crore] eyen gfter fac,oring j()

amortised cost of SVRS, also contributed to profit
growth for the year. The year under review also featured rise in cost of
funds from 6.45% to 6.63% and fall in yield on funds from 9.70% to
9.29%. As a result, in consonance with the softer interest rate regime,
interest spread came down significantly from 3.25% to 2.65%.

64030

. 50900 . 60738 Wfl/ Deposits
(Amt. in Rs. Crore)

W31 '. 9877

W$ 2002 eft sm>-
40000-

30000.

20000.

10000

Deposits

The Bank's global deposits aggregated to Rs. 64030 crore as at March

31,2002, as against Rs.59070 crore at the end of the preceding year.

Average deposits of the Bank rose from

Rs.50900 crore to Rs.60738 crore at the end

of March 2002.

Non-resident deposits moved up from Rs.9877

crore as at March 31,2001 to Rs.11358 crore

as at the end of March 2002.

Deposit accounts of the Bank, as at March

2002, stood at around 23 million.

www.reportjunction.com

http://www.reportjunction.com
www.reportjunction.com

