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frr.f : iy«)S-'w DiKKrwRs 'RKmRT

31 *TT ,̂ l999^3*^op$%f5Tq^a!THffigtf Th£ Board of Directors have pleasure in presenting the
Annual Report of the Bank alongwith the Audited Balance
Sheet and Profit & Loss Account for the year ended 31 st
March, 1999.

I X O N O M K S( I , N \ R I O :

1.1 *nf 1998-99 % ̂ 7R %?1 3 3?lf*fo f^ra ^t ^FEt 1'* The econormc developments in the country during
1998-99 have to be viewed against the backdrop of an
exceptionally turbulent and unfavourable international
economic environment. Global economy experienced

* Pffrofc snf t- deceleration in its growth and decline in prices of major

commodities. -

1.2 4>-*l<< «il<SH«iilH Wl&\ (Wt^afl) % wfel 3*JHH1 1.2 According to the revised estimates of the Central
: 1997.98 % 5.0% ̂ f5 ^ Statistical Organisation (CSO), the GDP growth in 1998-

1998-99 3 6.00% ̂  gfe 3^nf^ |. 1998-99 3 "is estimated to ** 6-° P^*"'as compared ««* a growth
rate of 5.0 percent for 1997-98. The increase in growth
rate in 1998-99 is largely due to the turnaround in the output

-) 1.0% « *•*< 1998-99 M 7.6%craifl^l^ from'agriculture and allied activities'from (-) [.0 percent

!997-98%5.9%^ in 1997-98 to 7.6 percent in 1998-99. and to the continued
good performance of the services sector. The manufacturing
sector is estimated to have registered only a modest growth of

13 ^ % SfRH if ̂ g gffi 3WFJf *T <|fe % ̂ R11! fiT^Sf^ 4.1 percent as compared to 5.9 percent recorded in 1997-98.

1998 % 3RT if Iffi^fi ^t ̂  8.8% tRT ^f ̂  «ft. ̂ R Jt3 ln tne ^ginning of the year due to a spurt in prices
,jj ^_a. ̂  fm-&* ^^^a ^ TTS sv ^ «ft 3m °^ somc agricultural commodities, the rate of inflation

^ escalated to 8.8% in late September, 1998. However, during
H ^IR the latter half of the year it dropped steeply to below 5% in

5% 3 »rt ^T W Tit ^sit*plln ^T ̂  ra^JI PraT^I W^ -^ January. The rate of inflation on a point to point basis as

*£c|<w* ("£«ir*3c'ft.3?lf.) % 3?TMH ̂  Rf-^efK feqi inar f ^? measured by the Wholesale Price Index (WP1) was placed

I997-9X % 53% ̂  ™^j ij 1998-99 % 31(1 ^ 5% Tft, at 5% at the end of 1998-99 as compared with 5.3% in
- _ , ^ , . ._. . ^ 1997-98.

14 rarin? ^ 1999 3 3wsrawi * «n?i snt % ^Jm
1.4 The external sector of the economy has shown
marked resilience during the fiscal 1999. The balance of

T?i. W 1998-99 * <KH ^fcj «m *I 1̂131 H-*CI 3<rsi< ^>I payments position during the year was fairly comfortable.

1.0 UldVM ?1̂  ^t 3?gqR |, ^ife 1997-98 (1.6 UfrWM) During 1998-99 the current account deficit is estimated to

if 3̂1 ̂  ^? eRn& f&11. aidfi'^l-il •q^najf % «n^^ ^?I % be about 1.0 per cent of GDP. much lower than recorded in
1997-98 (1.6 per cent). Despite international happenings
foreign exchange reserves of the country increased

if 29,4 ,-mnin *,.,.vni *iw <ni outran <iw i.^. significantly, from US $ 29.4 billion at the end of March,

1999 * 3RT i? ̂ ?^ 32.5 Mld^4 smfoPT "STTR ?1 TiS. jyyg to us $ 32.5 billion by the end of March, 1999.
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1.5 1998

3T?raf?t 1997-98

1998-99

IA ^ 1998-99 3 T?R3

1997-98 % 17.9% T?t ^

1997-98 ^ *. 6.05,410

7,17,271

1998-99

19.7%

T. 40,789 ^m ( 15.1%)

37,594

2.

2.1

1.5 The East-Asian crisis which continued to deepen and
spread in 1998. led to tremendous volatility and uncertainty
in global financial markets resulting in a reassessment of
emerging markets as investments destinations. Though the
country's balance of payments remained favourable with
some increase in reserve accumulation, the net capital
inflows are expected to be lower in 1998-99 than in 1997-
98 as a result of deceleration in the inflows of Foreign
Direct Investment and commercial borrowings and outflow
of portfolio investments by Flls.

1.6 During 1998-99, the annual growth in M3 on a point-
to-point basis was 17.8 percent as against 17.9 percent in
1997-98. Aggregate deposits of Scheduled Commercial
Banks increased from, Rs. 6,05,410 crores in 1997-98 to
Rs. 7.17,271 crores in 1998-99 recording a rise of 18.5% as
against 19.7% recorded in the previous year. Non-Food Bank
Credit showed u lower expansion of Rs.37,594 crores
(12.1 %) as against an increase of Rs. 40,789 crores (15.1%)
in the previous year. The total flow of funds from Scheduled
Commercial Banks to the Commercial Sector including
Bank's investments in Bonds/Debentuics/Shares issued by
Public Sector undertakings and Private Corporate Sector and
Commercial Papers increased by Rs. 54,304 crores during
1998-99 as against an increase of Rs. 53,377 crores in the
corresponding period of the previous year. Total resources
flow to the Commercial Sector including capital issues,
GDRs and borrowing from Financial institutions is lower at
Rs. 1,04,635 crores as against Rs. 1,06,100 crores in the
previous year. Food Credit expansion during the year was
of the order of Rs. 4.331 crores as against Rs. 4,889<crores
in the previous year. Scheduled Commercial Bank's
investments in Government Securities increased by
Rs. 35,787 crores during the year as against Rs. 28,067
crores in the previous year. The share of lending to
Government in the overall deployment of resources by the
Scheduled Commercial Banks during the year was
substantially larger than in the preceding year.

2. POLK v Di i i U P M I . M S I O U K A N M M ;
S|-( TOR:
2.1 Several measures were announced by the Reserve
Bank of India during the year with a view to strengthening
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fcT^TT ipn ^ tap ^ %

%

the financial health of the banks and to enable them to
meet the credit requirements of the productive sectors of
the economy. Among the measures announced in April,

1998, were:

2.1.1 Interest rates on loans upto Rs.2 lakh were set so as
not to exceed PLR applicable to prime borrowers with
credit limits over Rs.2 lakhs.

2.1.2 All advances against term deposits were set at
interest rates equal to or less than PLR .

2,13 The minimum maturity period of term deposits was
reduced from 30 to 15 days.

13. Based on the recommendations of the Narasimham
Committee on Banking Sector Reforms, the Reserve Bank
of India announced a number of decisions as part of its
Mid-term Review of the monetary and credit policy
announced on October 30, 1998. These related to phased
introduction of risk weight for Government/approved
securities, risk weight for Government guaranteed
advances, general provision for standard assets, higher
Capital to Risk-weighted Asset Ratio for Banks (from 8%
to 9% by March. 2000), etc.

23 Facilitating the flow of adequate Bank credit to
productive sectors of the economy and restraining the
overall growth of liquidity in order to ensure price stability,
were the main objectives of the monetary and credit policy
of Reserve Bank of India for the year 1999-2000.
Highlights of the important policy measures announced
are as follows:

23.1 A Regulation Review Authority has been set up to
which foreign investors as well as NRIs in addition to
Indian citizens/institutions can make suggestions for review
of any regulations or requirements of Reserve Bank of India
which affect them.

2.3.2 (.;•;! Reserve Ratio has been reduced by half
percentage point from 10.5*^ to 10% with effect from the
fortnight May 8, I'W.

233 It has been decided to introduce an Interim Liquidity
Adjustment Facility (ILAF) through repos and lending
against collateral of Government of India securities. The
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y<u+< i

^T Pl*lfHd

23.7

f̂ PRT 3W

23^

(WI

31 1!̂ , 1999 %

23.9 ^RflH t %

iatf ^BT 5% t,

23.10

ILAF would provide a mechanism by which liquidity will
be injected at various interest rates and absorbed when
necessary at the fixed repo rate, so that the volatility in the
money market is minimised and the market operates within
a reasonable range.

23A With a view to adopt prudent accounting standards
and moving towards 'mark to market' valuation of the
investment portfolio, banks will have to classify a minimum
of 75% of their securities as current investments with effect
from the year ending March 31,2000.

23.5 It has been decided that banks' or financial
institution's investment in Tier II bonds issued by other
banks should be subjected to a ceiling of 10% of the Bank's
or Financial Institution's total capital.

2.3.6 It has been decided that the waiting period of two
years on renegotiated/rescheduled loan agreements may

be reduced to one year (or four quarters) if the interest and
instalment of loans have been serviced regularly as per the
terms of rescheduling.

23.7 The Board of Directors of each bank will henceforth

prescribe detailed rules for determining the date of
commencement of commercial production of units.

23.8 It has been decided that the incremental credit given
to NBFCs by banks for on-lending to small road and water
transport operators and to units in the tiny sectors over
March 31,1999 will qualify for Priority Sector status.

23.9 In order to encourage the flow of finance for venture

capital, the overall ceiling of investment .by banks in shares,
convertible debentures, etc. which is currently at 5% of
their incremental deposits will stand automatically
enhanced to the extent of Bank's investment in venture
capital. It has also been decided to include investments in
venture capital in Priority Sector lending.

23.10 For improving the flow of credit to infrastructure
projects, banks will be free to sanction term loans for
technically feasible, financially viable and bankable
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1 7.2% *?t.

18.7% 17.7%

40.9%
43 .4% T&.
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31.3.1998

NET PROFIT*
OPERATING PROFIT

300 -

1996-97 1997-96 1998-99

•100

Net Profit

projects undertaken by both public and private sector
undertakings subject to prescribed criteria and the
framework of Asset Liability Management (ALM) and
prudential exposure norms.

2J.11 It has been decided to provide banks with freedom
to operate different PLRs for different maturities provided
the transparency and uniformity of treatment originally
envisaged continues to be maintained.

2.3.12 Issue of cheques against EEFC balances has been
granted with effect from Ma> 1,1999.

3. PERFORMANCE OF OUR BANK :

3.1 The Total Business of the Bank increased by Rs.6,362
crores (17,2%) from Rs.37,087 crores as on March 31,1998
to Rs.43.449 crores as on March 31, 1999 as against
Rs.5,210 crores (16.4%) recorded in the previous year.

3.2 The growth of the Bank in terms of both. Aggregate
Deposits as well as Credit has been higher as compared to
the growth recorded by Scheduled Commercial Banks as

on the last Friday of March,
1999. The growth in Aggregate
deposits and Credit of the Bank
during the year was to the tune
of 18:7% and 17.7%
respectively as against the
growth of 18.5% in Aggregate
deposits and 12.9% in Credit
recorded by the Scheduled
Commercial Banks.* The share
of Priority Sector Credit
improved to 43.4% as of March,
1999 as against 40.9% in the
previous year. The Bank has
opted out from the Guarantee
Schemes of Dl&CGC covering
small loans and SSI Advances.

3.3 Total investments of
the Bank increased from
Rs. 12,767 crores as on
31.3.1998 to Rs. 15.263 crores as
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31.3.1999

. 174.89
. 1.4.1999

. 146.25

PRRH

. 40

. 28.64 Tf ^ i ? . 5 rnnnsT^ i^ ra^ ra 17%
^mt^T^^^, 1998 ̂ ^miPam^. 12.01

, 1999 ^ U*nfa ^ .̂ 14.05

t 19% *

1998 ^T?. 74.62 31 Tti, 1999 TT . 88.79

4.

4.1

3I ̂ , 1999 ̂ f?. 30,649 16.2%

1998 , 1999
30.40% ir W

f*MJ|Hf

5.

5.1

5.1.1

5.1.11 12.5- 1998

5.1.12 12.5.1998

PlHI^H

14.5% ^ 13.5% tR?

13.75%^ 13.50%

on 31.3.1999 recording an increase of 19.6%.

3.4 The Bank registered a Net Profit ot Rs. 146.25 crores
as against Rs. 174.89 crores recorded in the previous year.
The fall of Rs.28.64 crores in Net Profit is on account of
the decision of the Bank to opt out of the DI&CGC Scheme
from 1.4.1999 and consequent enhanced provisioning on
Priority Sector Advances as a one lime measure coupled
with the adhoc provision of R&.40 crores on account of the
impending wage revision, the reduction in spreads on
account of reduction of PLR and the slowdown in the
economy which resulted in sluggish business growth. The
Per Branch business of the Bank went up from Rs.12.0!
crores as at the end of March, 1998 to Rs. 14.05 crores as
at the end of March, 1999 reflecting a rise of 17.0%. The
total business per employee also increased from Rs.74.62
lakhs as on March 31,1998 to Rs. 88.79 lakhs as on March
31, 1999 reflecting an increase of 19.0%.

4. RKSOURCK MOBILISATION:

4.1 Total Deposits of the Bank increased from Rs.26,373
crores as on March 31,1998 to Rs.30,649 crores as on
March 31, 1999, thereby recording an improvement of
16.2%. Special attention was given to the mobilisation of
low cost Savings deposits. The share of Savings deposits
in Aggregate deposits improved from 30.28% as of March,
1998 (last Friday) to 30.40% as of March,-1999 (last
Friday).

4.2 During the year the Bank introduced a new deposit
scheme for Rural and Semi-urban branches named as
"Kisan Krishi Dhan Deposit Scheme" for the benefit of
the farmers. The scheme was introduced to mop up the
surplus income of the fanners at the time of the harvesting
and to provide liquidity to them as and when required.

5. CREDIT:

5.1 Credit Management:

5.1.1 Lending Rates :
During the year the Bank reduced the PLH-and MTLR as
under:

5.1.11 PLR from 14.5% to 13.5%w.e.f. 12.5.1998.
5.1.12 MTLR from 13.75% to 13.50% w.e.f. 12.5.1998.
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OEPOSI7S&
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1995-96 1996-97 1997-96 1998-99

Advances

5.1.23 ?. I

n I,
5.1.25 r*li

% is (*ftxpF«ft)"rwr 109
T*T *f HIM^W
n. 1.1999^

5.2

1998^1

5.1.13 FIR A MTLR from
13.5% to 1X5% w.c.f. 1 ;4.1999.
The above reductions were
made keeping in view the
prevailing market conditions.

5.1.2 Framing of New
Policies:

5.1.21 A Policy for financing
the Computer Software Industry
was formulated based on the
guidelines given by RB1/IBA.
2% of Gross Credit of the Bank
has been earmarked to the
sector.

5.1.22 Advances against
Dematerialised Shares have
been permitted upto Rs.20 lakhs
in case of individuals with a

margin of 40%.

5.1.23 AH Borrowers with
sanctioned limits of Rs. 1 crore

and above have been advised to ensure that they are "Y2K
Compliant". A suitable clause to this effect has been
included in the sanction letter.

5.1.24 Norms for sanctioning of Bridge Loans against
equities and debentures have been redefined in line with
the policy of Reserve Bank of India.

5.1.25 In order to improve the system of appraisal and
expedite credit sanctions, the Bank has designated 18
branches as Corporate Finance Branches (CFB) and 109
branches as Credit Delivery Branches (CDS). CFBs were
made operational from 1.10.1998 and CDBs from-1.1.1999.
These branches will strengthen the institutional structure
for delivery of credit to our large and corporate clients.

5.2 Credit Expansion:

Despite recessionary trends and slow off-take of credit
experienced by the banking system, the total credit of die
Bank which stood at Rs. 10,714 crores as on March 31,
1998 increased to Rs. 12,800 crores as on March 3 K 1999
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