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At a Glance
R in Crore)
Mar-17 Mar-16 Mar-15 Mar-14 Mar-13
Total Business 368,119 397,241 425,090 409,057 366,501
Global Deposits 211,343 224,514 246,049 227,976 202,135
Domestic Deposits 205,154 218,556 239,819 219,731 195,457
Domestic Gross Advances 142,651 155,429 162,838 161,992 144,894
Global Net Advances 141,174 160,861 171,756 175,888 160,364
Priority Sector Advances 67,401 67,615 63,635 58,090 51,056
Agricultural Credit 29,348 30,237 29,236 26,254 23,393
Net Investments 71,486 79,189 79,298 70,237 61,417
Interest Income 19,719 23,5617 23,938 22,684 20,677
Non Interest Income 3,373 2,528 2,139 2,169 1,973
Operating Expenses 4,912 5,025 4,200 3,749 3,408
Gross Profit 3,650 2,885 3,322 3,997 3,817
Net Profit/Net Loss -3,417 -2,897 -454 602 567
Equity Share Capital 2,454.73 1,807.27 1,235.35 1,235.35 924.10
Gross NPA (%) 22.39 17.40 8.33 4.98 4.02
Net NPA (%) 13.99 11.89 5.68 3.20 2.50
Capital Adequacy Ratio (%) 10.50 9.66 10.11 10.78 NA
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INDIAN OVERSEAS BANK - CENTRAL OFFICE CHENNAI

Yol TR vTeh o & wTeuTereh STt & U
Letter from Managing Director & Chief Executive Officer
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ft ST GaHUaEHAR, ya= HevTe o YT wEwnt SRt

Shri.R. Subramaniakumar, Managing Director & Chief Executive Officer

T SreRemeRt,

T3 T d FI e a3 fawdta af 2016-17 1 fawha
Wﬁaﬂﬁ@wmﬁ@%lﬁaﬁ%ﬁméﬁs%ﬁﬁﬁa
Hohaehl ST 1 -(TaA F T faRIaarst & 9 e |
HT AR E |

e alRge

STREUATH + ¥ 2016 & 3.1% & GHEa a% 2017 F3.5% &
Iod Gebel Te] SeTE (SEd) 1 S e 2 1 = 7 2017
F Teedt oA § 6.9% =t AT W B H 2 S I
#2017 =t veeh fawret & foem it arftia & 0.7% & @ i
W 21 9 F R 7 veeht fwd § weq oft Jwls smie o
foft e e & 9 Uz T | g0 S | i 3oy Wty
TE sreferaearsi § S A1 W T S @ S aUs
F1 2T ot f= @1l

IRA i ST & o af 2017-18 § 7.2% it &R G 5g &
A 8 | ST e T AT B FIT TG FASI T
P A & A AR S T F 7% ¥ FR W S 2 Al
forsft e & Asft Rt =few) et faetar o & 5% @ afg
& 1Y Mgt 1T H A2 @ (2011-12 SMER F¥) 2016-
17 & aftenfies F aroeft = <9 @ g1 smeened | aed
& Hohd IGaH § F4ifeh I8 UM § b WU W W SERA
Ayt e Ao |

ORA § dfeT ST

e yomeht & waer Teg St anfes T FUC 7 A HUE
F g S @ et 31 @ | A Snfaa o T o,
TAETA %01 U A0 3 € 9 o ST stiene g T
& Gebell, & ol FOT H BT 17% TEF TE & | Sl % AT Gebed
HUA A TAN H Hehel TANT 1 gfererd 2012-13 ¥ 3.2 gfawa
T TRt 2015-16 § 8.4 e wg AT Heht dAh BT TI(E
2013-14 % 14 Ffeerd & dsft § i 2016-17 ¥ 7.4 gfaed |
TRA TN I T, THERTFR A § TR # Hifere o
-fosht Arefiar it 7eg 3 9w g ga1 & (Stueet) fae
F Y[EA T R IR Hl AT B 9 (9 H1H goen ao i
TS & | TR ST &7 H ST T[orerett st faerehal bt THTEH
F & fTT 7T R T i Feft g W 8 | TWHR 7 TaR=y &

Dear Shareholders,

| have pleasure in presenting your Bank’s Annual Report and
financial statements for the year 2016-17. | would like to share
with you the performance highlights and financial indicators
of the Bank during the year as well as the outlook for the Bank
going forward.

Economic Scenario

The IMF has forecast a higher Global Gross Domestic Product
(GDP) growth at 3.5% in 2017, compared with 3.1% in 2016.
China recorded a stronger growth of 6.9% in Q1 2017, while
US recorded a slower annualized rate of growth of 0.7% in
Q1 2017. China’s domestic demand was strong in the first
quarter, while private consumption growth decelerated
in the US. In the Euro Zone, industrial production growth
remained broad-based across the major economies, while
unemployment rate continued to trend lower.

India’s GDP is expected to grow at around 7.2% in FY18.
Industrial production and credit growth to industry remain
weak in India and a pick-up in private investment would need
to be seen for GDP growth to come in significantly above 7%.
However, the new series (2011-12 base year) of IP data with
5% increase in the financial year demonstrates a rebound of
industrial output in 2016-17. These signs of an upturn in IIP
are encouraging, as it is indicative of stronger manufacturing
activity based on consumption demand.

Banking Industry in India

The biggest economic challenge facing the banking system
is dealing with toxic assets to the tune of ¥ 7 lakh crore.
Stressed assets, which include bad loans, restructured
debt and advances to companies that can’t meet servicing
requirements, have risen to about 17% of total loans. Gross
non-performing assets as a percentage of gross advances
rose from 3.2 per cent in 2012-13 to 8.4 per cent in 2015-16
for banks. Gross bank credit growth dropped sharply from
14 per cent in 2013-14 to 7.4 per cent in 2016-17. Investment
demand is expected to pick up slightly, helped by monetary
easing, government efforts towards infrastructure investments
and public-private partnerships and the implementation
of domestic reforms such as the introduction of the Goods
and Services Tax (GST) Bill. The government is showing
a renewed focus to address the asset quality problem in
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ST ST 1 A feafe S o GHTeH o 7 § gsa
F & forw wiferar & &1 eaftend 7 gl &1 g S
FH & U FIF SYRAA BIH (STATE) | 70T THod i
it ot 59 T & 21 A FeH TAdT G goent St gurer §
IR @1 & 3 SR 3 7T Fehrenss & |

e HSETH

AT oreh T TR R ooit H FHT STet e areft o ST eareensii
# @M 2017-2018 # ardfas stEtdt 6.75% § 7.5% &
dftw @it | gt afvas SEEl F AR ST AT
%% TR 1 A 9 € S R AR A w5 Awe § A
# I Jacdl W IR g Hehd ¢ o MR 3R gfiem
WA 81 RS YT F L-ehalfom, @y s A
el #t vea= @ S & [ goft e S8 92 giend seed
ﬂaaﬁm@n%wmm%mﬁaﬁgmﬁﬁw
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TzeNs o URY T W ATHT &1 T SSecTeh

e} SR FF Tor F A6 IUR HI @8 F A A1 H R G T
T, At fUoet Fo auf & faw % g e i &
T2 FAUNE TRIY & 3N - ok a4 i 998 § TE 7 &
T | BT Tl Wrafy gsft fAmfor (Shuweftas) St sreferasen
# e Wi 6 gt & S9eh famia ad 2016-17 & 3.3%, faefta
af 2017-18 # 3B 6.8% TG I LA 2 F faetta o
2018-19 ¥ 8.8% it g5 T Febell & 3R T a5 P TG FF
T | 8 BT ZIY 29 ST 1@ U GoIR & 3914 &, Si9 faanferan
A 3 T T a1 R (Sfruwet) 1 A R ST, SR e
T AfF SR, T S B AR, T gZ RIS B
TSR TS| 309 SUR Hae & yaeca 3R Sk a7 it

S T[T & guR # 3EfiT 2 |
T FUT I THUHUAE FOT 1 T g AN s 370 G o5
AT B 3 TR AT @ Tt sifaw

T q1 S SEe JHash o RR | 3o & aTe HIaRel
F YR 37 W AN hestipd el @I 5 JHR g9 faa™ &
HEE H AT IS W HIHH B E ¢ A W & we ukaw §
I AT HT AT B o T haw oft 3T R/ £

>  HHER UE focdta sd-fAeme fagand- 2016-17

* 31T 2016 H T 2,24,514 FUT F qa 7 31 7
2017 %t 5 i FoT I AT & 2, 11,343 g & | ava
HH B & LTI G i THIS § HH B e F 9
SR 331 7T Hi<-Hel hed i ooig 9 Sarsf § HH 37 2 |

o TEa M 31 A 2016 F ¥ 1,72,727 FAE A o
¥ 31 7 2017 & & 1,56,776 HUS @I d = fame
TR & IR JGH H § 3714 qrauft sia= 1 faaeyot
ISR

o o I URETEHTE o9 26.52% § 9% T S {3 aREer
T § YR 1 T 311 Yo & | S 510 FARRA agfae
ﬁ/waﬂmaﬁzqﬁaﬁmﬁwﬁaﬁwﬁgﬁ{

|

o fowia & 2016-17 & foT S@f €= 1 &1 & 2200 FE
W, 96 T2 B E 1200 FUS @ aw & fgeta org § uedt
HTdt 36 A1 Sl Geoh & o S I THILE HiA o 1T g
TR & TA AT ¢ |
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the banking sector. The government through an ordinance
provided the RBI with powers to intervene in the resolution
of non-performing assets. RBI lowered the threshold for
consensus required among lenders in the Joint Lenders
Forum (JLF) to approve resolution proposals. These recent
measures are likely to improve the efficacy of NPL resolution

mechanism and are a credit positive.
Economic Outlook

India will remain one of the fastest growing major economies
globally. The real GDP growth will remain between 6.75%
and 7.5% in 2017-2018. However, high uncertainty around
our global forecasts are due to the wide range of outcomes
that could arise from significant shifts in policy on a number
of domestic and international issues, including trade and
immigration. Deeper structural changes like de-leveraging
the corporate sector, recognizing loss-making assets and
recapitalizing banks would enable the Indian economy to set
up a launch pad for stable future growth.

Outlook for Banking Sector vis-a-vis IOB

Bank credit should grow at two-and-a-half to three times the
country’s GDP, but that has not been the case in the past few
years as the investment climate remained anaemic and many
large corporate houses remained over-leveraged. However,
the gross fixed capital formation (GFCF) which indicates
investment demand in the economy is forecast to grow by
3.3% in FY17, jump to 6.8% in FY18 and FY19 with 8.8%
growth and will be the major growth driver. This is due to the
key reform measures undertaken by the Government such
as the implementation of the Bankruptcy Law and the Goods
and Services Tax (GST), higher infrastructure push, MIP on
steel products, revival of stalled projects etc. This is expected
to lead to revival in credit off take and improvement in asset
quality of the banking sector.

Our Bank will continue to re-orient our balance sheet with an
increasing share of retail loans and MSME and concentrate
on lending to higher rated corporates within a prudent
enterprise risk management and capital allocation framework
as we focus on capitalizing on growth opportunities while
at the same time taking steps to address challenges in the
environment.

»  Business and Financial Performance Highlights - 2016-17

e Total deposits stood at. 2,11,343 crore as on
31t March 2017 as against . 2,24,514 crore as on
31t March 2016 on account of the steps taken by the
Bank towards reducing high cost deposits and bulk
deposits with a view to reduce the cost of funds.

¢ Gross Advances stood at %.1,56,776 crore as on 31t
March 2017 as against %.1,72,727 crore as on 31
March 2016 as the Bank took a conscious decision to
be more cautious on large scale lending.

* Operating Profit of the Bank has increased by 26.52%
which is a good sign of improvement in operational
efficiency. The multiple changes / transformation
being attempted by the Bank will further improve
efficiency and Operating Profit.

¢ While H1 Loss for the FY 2016-17 was ¥ 2200 crore,
H2 Loss was ¥ 1200 crore. Such a reduction in the
second half of the year is an indicator of the multiple
efforts underway to turnaround the Bank.




*  22.39% % 3TUW % g 31 W 2017 T T TAHT
% 35,098 HT W Salh T8 17.40% & AT & 9@
31.03.2016 &t & 30,049 FUS W Tobel TANT & TG
21 & FON H T T FR0T @ I 99 1 g § SUR
9.23% 9 9 M

*  13.99% % UM & TF 31 W 2017 T fHae TAdT
% 19,749 FUE W A% I8 11.89% & UM & d1g
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o gl % & § @ 31 geviq fhar @, el ey
% 2015-16 & fo et & 5872 FUT W

*  31.03.2017 T A1 famsia & T fmet & geam ot
% 1 F AT 36.09% T W A A7 ST A
2016 & Ta | 7.37% ¥ @

e 31.03.2016 T s 1 S {e 5T 26.65% @I -1 a6 o
sl gfg o SER | T8 30.62% T Tg = T |

o fd & % 47.39% % et 31.03.2017 T JraE -
FAS A 7 53.63% T H 5 A |

*  31.03.2016 T SMTG-37 &1 M &l 63.53% &1 &l
31.03.2017 7% 7€ I 57.37% & T4

e 31.03.2016 T TASETH & favd S 1.94% @1 adf
31.03.2017 % a2 2.03% & T

o T aY o A STHB T YSH 4TS & 3224 HUE G 7 T
3 H YHR 2016-17 F1 =teft e & fore dianet 5.88%
F9 & T

*  22% % HFA TANU & SESE AH W I W
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* Gross NPA as at 31t March 2017 is at %. 35098 crore
with ratio of 22.39% as against %. 30049 crore as
on 31t March 2016 with ratio of 17.40%. One of the
reasons for Gross NPA being relatively higher is the
contraction of credit by 9.23% as compared to the
previous year.

¢ Net NPA is %.19,749 crore with ratio of 13.99% on
31.03.2017 against %. 19,213 crore with ratio at
11.89% as on 31.03.2016. Net NPA as on 31.03.2017
has reduced both in terms of percentage and absolute
terms as compared to 31.12.2016.

* On the Recovery front, the Bank has done fairly well
by clocking recovery of around ¥ 8710 crore for FY
2016-17 as against ¥ 5872 crore for FY 2015-16.

* The Bank was able to retain CASA ratio at 36.09% as
on 31.03.2017 even one quarter after demonetization
and the ratio has increased over March 2016 by
7.37%.

* Core Retail of the Bank has shown y-o-y growth of
30.62% as against 26.65% as on 31.03.2016.

* Provision Coverage Ratio has improved to 53.63% as
on 31.03.2017 from 47.39% a year back.

e Costto Income Ratio has also improved to 57.37% as
on 31.03.2017 as against 63.53% as on 31.03.2016.

e NIM stood at 2.03% as on 31.03.2017 as against
1.94% as on 31.03.2016.

* Interest paid on deposits has decreased by . 3224
crore over 1 year bringing down COD to 5.88% for Q4
2016-17.

* Yield on Advances has reduced from 8.32% to 7.83%
y-0-y and in quantum by %. 2609 crore despite having
22% Gross NPA and this is mainly due to arresting
revenue leakage by strengthening system based
revenue recovery and recovery and upgradation of
NPA accounts.

¢ Overseas Branches have turned around and made an
annual profit of . 44 crore.

» Alltargets under Priority Sector lending and Agriculture
lending have been achieved.

» TURNAROUND STRATEGY

With the guidance and oversight of an experienced and
professional Board, the Bank has finalized a Turnaround
Strategy with special focus on the following areas to improve
the operating efficiency and productivity of the Bank:

1. Technology issues and leveraging

* Digital Transformation and Digital Penetration to
economize operational cost.

* In the short term, Bank has planned to stabilize
the IT Platform and it has been achieved to a great
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