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CMD handing over cheques to Prime Minister for Rs.1 crore being the contribution of a day's salary
by employees and for Rs.2 crore being the Bank's contribution to the
Prime Minister's National Relief Fund for Tsunami victims
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Directors” Report 2004 - 05

The Bank emerged in the public eye as the
foremost south based service brand
consecutively for the second time, in a survey
conducted by A.C.Nielsen-ORG-MARG in
December, 2004.

During 2004-05, the Bank has shown an
impressive performance by recording an
operating profit of Rs.958.07 Crore. It has
substantially improved the Capital Adequacy
and various other Financial Ratios. The Business

of the Bank crossed the Rs.53,000 Crore mark.

The Board of Directors of the Bank are pleased to
present the Annual Report of the Bank together
with audited Balance Sheet as on March 31,
2005 and Profit & Loss Account for the year
ended March 31,2005.

The Board places on record its appreciation and
gratitude for the valuable patronage of all the
esteemed customers of the Bank. The Board also
appreciates the members of staff for their
significant contribution. The Bank aims at
becoming one among the Best Banks in the
country by synergising the best use of skilled
Human Resources and upgraded Technology.
For and on behalf of the

Board pf Directors

£

e
MBNRAO
Chairman & Managing Director
Head Office,

Chennai 12th May, 2005
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INDIAN ECONOMY

Domestic Developments

® The Indian economy is estumated to have
grown at 0.9 percent for the year 2004-05 on top
of 8.5 percent growth for 2003-04. The
industrial recovery firmed up and broadened,
driven mamly by manufacturing and buoyant
exports. The services sector remained the main
engine of growth. Despite unfavourable
monsoons, the GDP growth in agriculture and
allied activities rose by 1.1 percent with food
grains production at over 210 nullion tonnes.

* The Index of Industrial Production (IIP) grew
by 8.1 percent during the first eleven months of
2004-05, as agamnst 6.9 percent for the
corresponding period of last year. The
manufacturing sector recorded the highest
growth with a contribution of 89.8 per cent to
the overall growth of the mdustrial sector.
Electricity generated recorded a faster expansion
while the output in the mining sector declined
margmally.

* Inflaton has moderated by the end of
2004-05 after rsing in the first half of the
year.  Supply side pressures dominated the
inflation scenario driven by a hardening of
mternational prices of oil, minerals and metals.
The average WPI-based inflation rate
accelerated to 6.4 per cent during 2004-05 from
5.4 per cent and 3.4 per cent during 2003-04
and 2002-03 respectively.

* Money supply (M,) increased by 12.8
per cent during 2004-05 as compared to16.9 per
cent for 2003-04. The Gross Fiscal Deficit of
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Central Govt. 1s estimated at Rs.1,39,231 Crore
for 2004-05, which 1s 4.5 percent of GDP,

External Developments

* The country's merchandise exports in US
Dollar terms grew by 27.1 per cent during the
first eleven months of 2004-05 as compared to
16.4 per cent for the corresponding period of
2003-04 while imports in US Dollar terms grew
strongly by 36.4 per cent for the first eleven
months of 2004-05 mainly due to a surge in oil
imports by 44.6 per cent following a rise in
international crude ol prices. The value of non-
o1l imports increased by 33.3 per cent during the
first eleven months of 2004-05 as compared to
28.8 per cent during the corresponding period of
2003-04. The trade deficit widened to US $ 23.8
billion (up to Feb. 2005) as compared with US $
13.7 billion in the previous year.

* During 2004-05, the rupee moved in the range
of Rs. 43.36-46.46 per US Dollar, depreciating
by 0.7 per cent over its end-March 2004 level.
The rupee depreciated against Pound Sterling
and Euro by 3.0 per cent and 6.0 per cent
respectively. The country's foreign exchange
reserves stood at 141.5 billion US Dollar as on
March 31, 2005.

Outlook for 2005-06

* During 2005-06, the real GDP growth 1s
projected at around 7.0 percent. Inflation rate is
projected to be in the range of 5.0-5.5 percent
subject to the growing uncertainties
on the ol front both in regard to global
prices and their domestic absorption. Consistent
with the real growth of GDP and inflation, the
projected expansion of money supply (M3)
would be 14.5 per cent. The aggregate deposit of
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scheduled commercial banks is expected to grow
at over 15.0 per cent. Non-food bank credit
including non-SLR investments of banks is
projected to increase by around 19.0 per cent to
meet the credit needs of all the productive sectors
of the economy.

Developments in Monetary Policy and
Banking

* The stance of the Annual Policy Statement of
Reserve Bank of India for 2004-05 was to
provide adequate hquidity to meet credit growth
and support investment and export demand in
the economy and to pursue an interest rate
environment conducive to maintaining the

momentum of growth.

* The Bank rate and the repo rate remained
unchanged. The cash reserve ratio (CRR)
was hiked by 50 bps in two stages to 5 per cent,
e, by 25 bps from the fortnight beginning
September 18, 2004 and 25 bps pomnts from
October 2, 2004. The interest rate on CRR was
reduced to 3.5 per cent from the Bank Rate (6
per cent).

* In the Mid-term review of the Monetary Policy,
the Bank rate was kept unchanged. The fixed
repo rate was increased by 25 basis points under
the Liquidity Adjustment Facility (LAF) of RBI
effective from October 27,2004 to 4.75 per cent.
The terms 'repo’ and 'reverse repo' were
interchanged with effect from October 29, 2004
in tune with the international usage of these

terms.

* Banks were advised to take steps for
putting in place comprehensive and rigorous risk
assessment of borrowers so that the pricing of
credit is related to risk more appropriately.
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* Banks were allowed to raise long-term
bonds with a minimum maturity of 5 years
to the extent of their exposure of residual
maturity of more than 5 years to the
frastructure sector.

* With a view to ensuring smooth transition to
the Basel Il norms, it was proposed to phase the
implementation of capital charge for market risk
over a two-year period ending March 31, 2006
and that the banks should examine in-depth the
options available under Basel II. Banks were to
draw a road map by end December 2004 for
migration to Basel II and review the progress
thereof at quarterly mtervals.

* Higher provisioning was required
according to the age of NPAs, which are included
under 'doubtful for more than three years'
category, with effect from March 31, 2005.

* Banks have been advised to fully adhere
to the Know Your Customer (KYC) policy
adopted by their Boards for opening new
accounts and that information collected for KYC
purposes should not be used for any other
purpose such as cross-selling of products.

*In order to provide umformity in the
tenor of term deposits, banks were allowed
to reduce the minimum tenor of retail
domestic term deposits (under Rs. 15 lakh) from
15 days to 7 days. The freedom of offering
differential interest rates on wholesale term
deposits of Rs. 15 lakh and above was continued.

*The restrictive provisions of Service Area
Approach were dispensed with except for

government-sponsored programmes. As
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