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Instructions to shareholders: Most urgent and immediate

The Banking Companies (Acquisition and Transfer of Undertakings) and Financial Institutions Laws (Amendment) Act
2006, which has come into force on 1610 2006, has inserted a.new section 10(B) in the Banking Companies (Acquisition
and Transfer of Undertakings) Act 1970 which provides as under:
• Within 7 days from the expiry of 30 days from the date of declaration, if any shareholder has not encashed/

claimed the dividend, such amounts lying in the bank current account, have to be transferred to a separate
account styled " Unpaid Dividend Account of IOB for the year " '

• Any money transferred to the Unpaid Dividend account which remains unpaid or unclaimed for a period of
seven years from the date of such transfer, shall be transferred to the Investor Education and Protection Fund
established under 205(1 )(C) of the Companies Act 1956.

Hence the Shareholders who have not received/encashed the dividend for financial years 2000-01, 2001-02, 2002-
03,Interim / Final Dividend 2003-04 and Interim /Final Dividend 2004-2005 and for the year 2005-06 are requested to
send their claim along with details of Folio No(s) to Investors Relations Cell, Indian Overseas Bank, Central Office, 763,
Anna Salai, Chennai - 600 002.
Shareholders are also requested to send their claims, if any, in case of non receipt of refund orders along with Application
Numberto Investors Relations Cell, Indian Overseas Bank, Central Office, 763, Anna Salai, Chennai - 600 002.
The shareholders, who are holding shares in electronic form through a DP, have to approach only the DP
concerned for any change in the mandated particulars like change of address, Bank account and not the
Registrar. Please note that the registrar would send the dividend warrant (or credit to the mandated account in the case
of shareholders who have opted for ECS credit) based on the particulars furnished by DP to the Registrar as on 08 05
2007.
Consolidation of Folios: It has been found that many shareholders maintain more than one folio (i.e.) multiple folios. In
order to provide efficient service to shareholders, we request the shareholders to consolidate the folios by forwarding their
share certificates to Registrar and Share Transfer Agents for necessary corrections in their records.
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LETTER FROM THE CHAIRMAN AND MANAGING DIRECTOR

Shri T. S. Narayanasami
Chairman & Managing Director
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Dear Shareholders,

II gives me great pleasure to present your Bank's Annual
Report and financial statements for the year 2006-07.1 would
like to briefly highlight some key issues and achievements of
the Bank during the year.

During the year, the Bank celebrated its 70th anniversary on
10th February 2007 and so it is fitting that the Bank passed
two very significant milestones, one being the crossing of
Rs One Lakh Crores in total business and the other being the
achievement of Rs One Thousand Crores in Net Profit. The
total business reached Rs 1,16,663 Crore as at 31st March
2007 while the Net Profit stood at Rs 1008.43 Crore at the
end of the year. Another significant event was the takeover
of Bharat Overseas Bank Ltd. effective from the close of
business as on March 31,2007 and Bangkok branch becoming
again one of our overseas branches apart from the addition
of 103 branches.

The Indian economy recorded strong growth with the GDP
poised to increase by 9.2% in 2006-07 as per advance
estimates of Central Statistical Organisation over and above
the growth of 9.0% in 2005-06, driven by growth in
manufacturing and services sectors. A 9%-plus GDP growth
for the second year running meant greater demand for funds
from corporates keen on encashing the emerging
opportunities. The country's foreign exchange reserves
crossed USD 200.00 billion at the end of 2006-07 on the back
of strong capital flows into the country. The increased money
supply arising out of strong capital inflows resulted in higher
annual inflation which increased to 5.4% in 2006-07 from
4.4% in 2005-06. In US Dollar terms, merchandise exports
increased by 19.3% during 2006-07(April-February) while
imports increased by 27.8%. The BSE Sensex rallied to an
all-time high of 14,652 in February 2007 but subsequently
moderated to 13,072 by end-March 2007.
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Coming to the performance of the Bank, the Deposits of the
Bank registered an impressive y-o-y growth of 36.04%
compared to 14.21 % during the year 2005-06 and stood at
Rs. 68,740 Crore, an increase in absolute terms of Rs. 18,211
Crore during the year while Gross Advances registered a y-
o-y growth of 34.01 % which was slightly less than the growth
of 36.10% during 2005.-06 and stood at Rs 47,923 Crore, an
increase of Rs 12,163 Crore during the year. This compares
favourably with the industry-wise growth rates of 23.00%
for Deposits and 28.00% for Non-food Credit, The CD Ratio
registered a high level of 69.72% as at the end of the reporting
period. Net investments of the Bank increased to Ra 23,974
Crore from Rs. 18,952 Crore in 2005-06.

The total business level as informed earlier stood at
Rs 1,16,663 Crore, an increase of 35.20% over last year's
figure. This improvement has been possible due to general
business expansion as well as by the takeover of Bharat
Overseas Bank Limited.

The Bank's Operating Profit registered a growth of 15.84 %
during the year increasing to Rs.1,560 Crore (after
amortisation). The growth in operating profit was higher due
to business expansion. The Bank's Net Profit rose from Rs.783
Crore in 2005-06 to Rs. 1,008 Crore in 2006-07 on the back of
strengthening core business of the Bank and by venturing
into marketing of a host of insurance / mutual fund products
with several reputed/strategic partners including introduction
of retail sale of gold coins. A dividend of 30 % is being
proposed for the year 2006-07.

The Bank continued to accord priority to exports. Efforts
were initiated to increase the exposure under the sector by
extending different types of facilities to the exporters including
extension of both fund and non-fund based limits at
concessional rates of interest in Indian and Foreign currency
and issue of Gold cards. The export advances of the Bank
rose from Rs. 1,717 Crore as on March 31,2006 to Rs.2,479
Crore as on March 31,2007.

The Bank's net priority sector advances stood at Rs. 17,986
Crore and as a percentage to net bank credit was at 41.03%,
above the RBI norm of 40%. The Bank's ratio of agricultural
advances to net bank credit at 18.48% exceeded the 18%
norm. The agricultural credit portfolio of the Bank registered
a growth of Rs. 2,145 Crore from Rs. 5,954 Crore to
Rs. 8,099 Crore in the year under reference. The Bank took
a number of initiatives to increase the flow of credit to this
sector. Post takeover of Bharat Overseas Bank Ltd., the total
exposure of the Bank as on March 31,2007 to SME sector
stood at Rs. 5,976 Crore. The Bank entered into MOU with
M/s MICO - BOSCH, a power tool manufacturing company
for extending finance to technicians, carpenters and other
artisans for purchase of power tools. The Bank also entered
into MOUs with M/s CRISIL and M/s SMERA for credit rating of
SME borrowers at concessional rates, besides providing
greater thrust for micro-enterprise units by way of extending
need - based credit under Credit Guarantee Fund Scheme
and Rural Employment Generation Programme of KVIC.
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The Financial Express-Ernst & Young study ranked the Bank
first in profitability and third in overall performance among all
the Nationalised banks for the year 2005-06.

I would like to touch upon just a few ratios which indicate the
direction the Bank has been taking in the last few years.
First, the Return on Networth. The Bank's Net Profit as a
percentage of Networth as of 31.03.2007 stood at 29.11 %
as against 28.55% as of 31.03.2006. This continues the
healthy tradition of recording a return in the range of 28-29%
over the past few years. It is not inappropriate to mention
here that the Bank has been identified as one of the 25 banks
worldwide which have consistently posted a relalively higher
Return on Networth.

One of the most impressive achievements during the year is
the considerable improvement, despite an increase in cost of
funds, in the Net Interest Income which rose from Rs 2,067
Crore to Rs 2,561 Crore, a growth of 24%. This comes in the
background of ever thinning margins. Total Income growth
during the year was 25.71 %. The Bank raised its BPLR from
11.00% at the beginning of the year to 12.50% at the end of
the year due to increase in cost of funds as well as
provisioning costs. Consequently, the total interest earnings
of the Bank increased to Rs.5,832 Crore in 2006-07 compared
to Rs.4,406 Crore in 2005-06. There was increase in interest
income despite a reduced yield on investments in line with
the market conditions.

CRAR or Capital to Risk Assets Ratio improved from 13.04%
in March 2006 to 13.27% in March 2007 in spite of a 39%
increase in Risk Weighted Assets during the year.

Gross NPA declined in real terms to Rs. 1,120.21 Crore in
March 2007 from Rs. 1,227.55 Crore in March 2006, i.e., by
nearly 9% despite a huge increase of 34% in Gross Credit. In
percentage terms, the Gross NPA ratio has reduced to 2.34%
from 3.43% and Net NPA ratio to 0.55 % from 0.65% during
the year.

The Bank has introduced 'NRI Shield', a new travel insurance
product with health cover advantage for NRIs, covering travel-
related risks during their visit to India, Personal Accident, loss
of baggage, loss of passport and delay in receiving checked-
in baggage. Additionally, fire and allied perils cover is also
provided for house property in India in the name of the insured.
The NRI can also opt for Health Insurance cover under 'IOB-
Health Care Plus'. The sale of retail gold coins with certified
purity of 999.9 received excellent response. Bank sold 1,120
Kgs of gold coins.

The Bank has introduced 'IOB Alankar', a loan scheme for
purchase of jewellery to women who are employed, or
professionals, or housewives. The Bank has launched MOB -
SHG Family Insurance', a scheme under tie-up with LIC of
India which provides for life insurance cover to members of
Self- Help Groups and their spouses for a very low premium
of Rs. 1007- per annum. The Bank's tie up with LIC of India and
United India Insurance Company Ltd. as a Corporate Agent
for distribution of Life and Non Life Insurance has resulted in
increased fee- based business for the Bank. To tap the
enormous potential available in the non-life segment, the Bank
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has entered into Non Life insurance Joint Venture under the
name and style of 'Universal Sompo General Insurance
Company Limited'. The joint venture is a unique business
model with two public sector banks joining together to form a
joint venture with private and foreign partners.

With the Bangkok branch in Thailand coming back to the Bank's
fold following the takeover of Bharat Overseas Bank Ltd, we
have six full-fledged branches overseas - two in Hong Kong
and one each in Singapore, Seoul, Colombo and Bangkok. A
new Remittance centre at Boon Lay in Singapore commenced
its operations on March 25, 2007. The Bank has two
Representative Offices - one in Guangzhou, Chifta and
another in Kuala Lumpur, Malaysia to support other overseas
branches and domestic branches in India in terms of business
growth.The Bank has obtained approval from Reserve Bank
of India to open a Representative Office in Vietnam and the
Bank is in the process of obtaining licence from The State
Bank of Vietnam. The process of obtaining necessary
approval for opening a Branch Office in New Zealand is
underway. Our bank has posted two liaison officers, one
each at Abu Dhabi and Dubai to market various products of
the Bank. The Bank also has plans to open a Representative
Office at U.A.E.

I am very pleased to share with you two other indicators of
the overall business growth of the bank - the business per
employee and profit per employee levels, both of which have
shown tremendous improvement. While the business per

• employee has improved from Rs. 3.55 Crore to Rs. 4.67 Crore,
an increase of 31.5 % , the profit per employee has risen
from Rs. 3.22 Lacs to Rs. 4.04 Lacs, an increase of
25.5 %.

In recognition of the inherent strength and the Bank's growth,
Standard & Poor's, the most reputed global rating agency,
upgraded its rating of the Bank to 'BBB - Stable' on par with
the Sovereign Rating for India.

Going forward, the potential for growth in the Indian economy
remains high supported by higher investment and consumer
demand. Inflation may be contained close to 5.0.%. GDP
growth projection for 2007-08 looks healthy at 8.5%. Interest
rates may stabilize or come down marginally from present
levels. With competition increasing by the day, banks have to
strive harder to improve current profitability levels. We, at
Indian Overseas Bank, are confident we can achieve that by
concentrating on new channels of credit, parabanking
products, fee-based income, reduction of operating costs
and emphasis on mobilisation of low-cost funds. We shall
continue to strive for higher growth and for value creation.
As we journey onwards in the quest for newer, higher goals,
we count as always on your support in all of our endeavours.

Yours sincerely,

Slsfa

T. S. NARAYANASAMI
Chairman and Managing Director
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NOTICE TO SHAREHOLDERS

Notice is hereby given that the SEVENTH Annual
General Meeting of the shareholders of INDIAN
OVERSEAS BANK will be held on Tuesday, the 12*'
June 2007 at 10 00 A.M at Narada Gana Sabha,
(Sathguru Gnananda Hall), 314, T.T.K. Road, Chennai
- 600 018, to transact the following business:

1. To discuss, approve and adopt the audited
Balance Sheet of the Bank as at 31st March
2007, Profit & Loss account for the year ended
31st March 2007, the report of the Board of
Directors on the working and activities of the
Bank for the period covered by the accounts
and the Auditors' Report on the Balance Sheet
and Accounts.

2. To declare dividend for the financial year
2006-2007.

BY ORDER OF BOARD OF DIRECTORS

Chennai
23 04 2007

(T S NARAYANASAMI)
Chairman and Managing Director

NOTES

1. APPOINTMENT OF PROXY :

A SHAREHOLDER ELIGIBLE TO ATTEND AND
VOTE, IS ENTITLED TO APPOINT A PROXY TO
ATTEND AND VOTE INSTEAD OF HIMSELF /
HERSELF AND SUCH PROXY NEED NOT BE
A SHAREHOLDER OF THE BANK.

The instrument appointing proxy should, however,
be deposited at the Head Office of the Bank not
less than four days before the date fixed for the
meeting ie. on or before Thursday.OT*1 June 2007.

2. APPOINTMENT OF AN AUTHORISED
REPRESENTATIVE:
No person shall be entitled to attend or vote at
any meeting of the shareholders of Indian
Overseas Bank as the duly authorised
representative of a company unless a copy of
the resolution appointing him as a duly authorised
representative, certified to be a true copy by the
chairman of the meeting at which it was passed,
has been deposited at the Head Office of the
Bank not less than four days before the date
fixed for the meeting i.e. on or before Thursday,
07th June 2007.
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3. No officer or employee of the bank shall be
appointed as Authorised Representative or
proxy of a shareholder.

4. ATTENDANCE SLIP-CUM-ENTRY PASS :

For the convenience of the shareholders,
attendance slip-cum - entry pass is annexed
to this notice. Shareholders/proxy holders/
representatives are requested to affix their
signature at the space provided therein and
surrender the same at the venue. Proxy holders/
representatives should state on the attendance
slip-cum-entry pass as "proxy or
representative" as the case may be and should
have proof of their identity by getting their
signature attested by the shareholder.

5. CLOSURE OF
SHAREHOLDERS:

REGISTER OF

The Register of Shareholders and Share
Transfer books of the Bank will remain closed
from 09 05 2007(Wednesday) to 15 05
2007(Tuesday) (both days inclusive). Dividend
shall be mailed within one month from the date
of Annual General Meeting.

6. BANK MANDATE FOR DIVIDEND:

In order to get protection from fraudulent
encashment of warrants, shareholders are
requested to furnish their bank account number,
the name of the Bank and the branch where
they would like to deposit the dividend warrants
for encashment. These particulars along with
the name of the shareholder will be printed on
the cheque portion of the dividend warrants, so
that these warrants cannot be encashed by
anyone else. The above-mentioned details
should be furnished by the first/sole
shareholder directly to the share transfer agent/
DPs quoting the folio No. or DP Id No. & Client
Id No. and the number of shares held. This is
applicable for all shareholders who have not
submitted ECS mandate(s).

7. CHANGE OF ADDRESS AND DIVIDEND
MANDATE:
In case of shareholders holding shares in
physical form, they are requested to intimate
to the Registrar and Share Transfer Agent of
the Bank any change in their address, dividend
mandate and the particulars of the bank,
branch and bank account number which the
shareholder desires to incorporate on the
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