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DIRECTORS' 85th ANNUAL REPORT

Your Directors have pleasure in presenting the Eighty -
Fifth Annual Report, the Audited Balance Sheet as at
31st March 2009 and the Profit & Loss Account for the
year ended, 31st March 2009, along with the Auditors'
Report.

PERFORMANCE HIGHLIGHTS

Performance highlights for the financial year in the key
financial areas are as under: -

(Rs. in crore)

Particulars

Deposits

Advances

Investments

Total Income

Operating Profit

Net Profit

As on /for the
year ended
31.03.2009

20333.29

11810.05

8961.49

2270.55

480.21

266.70

As on /for the
year ended
31.03.2008

17016.19

10841.97

6326.52

1797.90

390.60

241.74

Your Bank witnessed satisfactory growth in all the key
business areas during the year. The total business
turnover of the Bank touched Rs.32143.34 crore, an
increase of 15.38% over the preceding year. The total
assets of the Bank increased from Rs 19339.82 crore
to Rs.22857.81 crore recording a growth of 18.19%.
The net interest income rose from Rs.458.75 crore to
Rs.473.57 crore. The operating profit increased from
Rs.390.60 crore to Rs.480.21 crore showing a growth of
22.94%. The net profit of your Bank rose from Rs.241.74
crore to Rs.266.70 crore registering a growth of 10.33%
over the previous year.

The total deposits of the Bank grew from Rs. 17016.19
crore as on 31st March, 2008 to Rs. 20333.29 crore as
on 31st March 2009, registering a growth of 19.49%.
While Savings and Current Account deposits grew by
7.66% over the previous year, the increase in retail term
deposits has been substantial.

The total advances grew from Rs.10841.97 crore as on
31st March 2008 to Rs.11810.05 crore as on 31st March
2009, an increase of 8.93%. While agricultural advances
increased from Rs.821.80 crore to Rs.1175.59 crore, the
priority sector advances increased from Rs.3966.87 crore
to Rs.4372.16 crore. The lending under various socio-
economic schemes has shown satisfactory progress.
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REPORT 2008-2009

The total investments of the Bank as on 31st March 2009

stood at Rs.8961.49 crore as against Rs.6326.52 crore

as on 31st March 2008, an increase of 41.65%. The

modified duration of the investment portfolio under the

AFS category, stood at 1.27 years.

OPERATIONAL PERFORMANCE

Your Directors are happy to report that the overall

financial performance of the Bank during the year 2008-

09 has been satisfactory. The total income of the Bank

was Rs. 2270.55 crore and total expenditure (excluding

provisions and contingencies was Rs. 1790.34 crores for

the year-ended 31s1 March 2009.

PROFIT

Your Bank posted an operating profit of Rs.480.21 crore

for the year 2008-09 as against Rs.390.60 crore for the

fiscal 2007-08. The net profit of the Bank increased from

Rs.241.74 crore to Rs. 266.70 crore.

APPOPRIATIONS

The net profit of Rs.266.70 Crore which along with a sum

of Rs. 0.10 Crore brought forward from the previous year

aggregated Rs.266.80 Crore is appropriated as under.

The corresponding figure for the previous year was

Rs.241.76 Crore.

Appropriation Rs. in Crore

Transfer to Statutory Reserve 100.00

Transfer to Capital Reserve 60.67

Transfer to Revenue, General & Special 20.76
Reserve

Transfer to Proposed Dividend 85.34
(including tax there on)

Balance carried to Balance Sheet 0.03

Total 266.80

DIVIDEND

Keeping in mind the overall performance of the Bank

and the positive outlook for the future, the Directors are

pleased to recommend a dividend of 60% as against

50% declared in the previous year. The dividend payout

ratio for the year stands higher at 27.35% as compared

to 25.10% during the year 2007-08.
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EARNING PER SHARE/BOOK VALUE

The earning per share (basic) and the book value of the
share stood at Rs. 21.96 and Rs.128.89 respectively as
on 31st March, 2009.

31 siraz^r 2009^ 203dote! deorf drorfe^
dodo d(3. 21.96 dodo dj2. 128.89

NET OWNED FUNDS AND CAPITAL ADEQUACY
RATIO

The net owned funds of your Bank increased from
Rs.1379.60 crore to Rs.1567.03 crore, registering a
growth of 13.59%. The capital adequacy ratio stood at
13.48% as per BASEL II norms and at 13.54% (Previous
year 12.17%) as per BASEL I norms. The Bank has been
consistently maintaining Capital Adequacy Ratio well
above the minimum of 9% stipulated by the Reserve
Bank of India.

wodssatf
CO CO -* -O

o*3 « od JiQccJoo dra. 1 379.60a s3
. 1567.03 &sei3rt aodOj de. 13.59 d^drS

doiijFdss arfossddj dc&y M dJ3doo£i£>,,Q±5
8dsi)! ssarte de^e? i dj3dao±>^oi> jJe. 13.54
dd.F s>t. 1.2.1.7) ddo, <gd. tpsd^eccb O^J^F

s??. 9.00&od a&od eoodsss^ doirardss
ij i3 ^

E3rf doudfl-

203,05s'

todo^d.

FOREX BUSINESS

During the year, the Bank achieved a turnover of
Rs.7850.65 crore in foreign exchange business as
against Rs. 7836.62 crore in the previous year. The
advances to export sector decreased from Rs. 1372.62
crore to Rs. 1277.42 crore due to the impact of global
recession.

NON-PERFORMING ASSETS

Your Bank has been focusing on containing the non-
performing assets through better credit monitoring as
well as intensified drive for the recovery of the impaired
assets. Asset Recovery branches were opened and steps
under SARFAESI Act 2002 were initiated for speedy take
over and disposal of the assets of defaulting borrowers.
Gross NPAs as on 31sl March 2009 were Rs.443.20 crore
(3.66%) as against Rs.379.57 crore (3.42%) as on 31st

March 2008. The Net NPAs remained at a level of 0.98%
as on 31st March 2009.

CREDIT RATING

The credit rating agency, ICRA Ltd. (ICRA), one of
the leading credit rating agencies of the country, has
accorded 'A1+1 rating to the Bank's Certificate of
Deposit Programme. The rating symbol, 'A1 +' indicates
highest degree of safety for timely payment of principal
and interest.

Further, ICRA and Credit Analysis & Research Limited
(CARE) have assigned LA+ (pronounced L A plus)
and "CARE A + (Single A Plus) ratings respectively
indicating adequate credit quality to Rs 200 crore raised

by the Bank during the year under report, by way of
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Unsecured Redeemable Non-Convertible Subordinated
(lower Tier-ll) debt instruments. Further, the rating
agencies have also retained the ratings for Rs 150 crore
raised by the Bank by issue of similar instrument during
last financial year..

DISTRIBUTION NETWORK

During the year under report, the Bank opened 16
branches at Moradabad, New Delhi - Karol Bagh,
Thane, Mumbai - Vile Parle, Bommasandra, Bangalore
- Chandra Layout, Bangalore - Sadashivanagar,
Mysore - J P Nagar, Belgaum - Udyambag (Extension
Counter upgraded), New Delhi - East of Kailash,
Bangalore - Yelahanka New Town, Pune - Dhankawadi,
Doddaballpur, Uppal Kalan, Bellandur and Hoskote.

Further, the Bank added 30 ATM outlets at various
locations during the year 2008-09. As on 31st March
2009, the Bank had 447 branches, 171 ATM outlets,
8 Regional' Offices, one International Division, one
Data Centre, one Customer Care Centre, 5 Service
branches, 2 Currency Chests, 6 Extension Counters
and two Central processing centres, spread across
19 states and 2 Union Territories. Further, for better
ambience and improved customer service, the Bank
shifted 15 branches/offices to new premises, during the
year 2008-09.

EMPLOYEES STOCK OPTIONS

The information pertaining to Employees Stock Options
is given in Annexure I to this report.

AWARDS AND RECOGNITIONS

The Bank has won the prestigious Sun and NDTV Green
IT award instituted by Sun Microsystems and NDTV,
recognizing organizations which have pledged their
positive commitment to the planet and engage in eco-
efficient green technologies to run their business. Sun
Microsystems and NDTV have recognized the Bank's
implementation of core banking in rural branches using
thin clients, solar power modules and VSAT connection
thereby reducing the power and carbon footprint
accounting for global warming, a burning issue all over
the world.

MANAGEMENT DISCUSSION AND ANALYSIS

Macro- economic and industry Developments

The growth rate of Gross Domestic Product (GDP)
during the first three quarters of 2008-09 slowed down
significantly to 6.90% from 9.00% in the corresponding
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period of the previous year. The advance estimates of
the Central Statistical Organisation (CSO) released in
February 2009 have placed the real GDP growth for 2008-
09 at 7.10%. The agricultural production during 2008-09
may turn out to be better than earlier anticipated.

During the year 2008-09 (till February), industrial growth,
based on the index of industrial production (IIP),
decelerated to 2.80%, down by more than two-thirds
from 8.80% in the corresponding period of the previous
year.

Headline inflation, as measured by year-on-year
variations in the wholesale price index (WPI), decelerated
sharply from its intra-year peak of 12.91% on 2nd August
2008 to 0.26% by 28th March 2009. Inflation, based on
year-on-year.variation in consumer price indices (CPIs),
increased since June 2008, mainly due to increase in
the prices of food, fuel and services (represented by the
'miscellaneous'group). Due to various measures initiated
by the government and the RBI, consumer price inflation
started declining, but still remained high. The higher
level of consumer price inflation in the recent months, as
compared to WPI inflation, could be attributed to higher
prices of food articles which have higher weight in CPIs.

During 2008-09, the Rupee generally depreciated against
major currencies except pound sterling, with significant
intra-year variations, on account of widening of trade and
current account deficits as well as capital outflows. The
Rupee/US dollar exchange rate which was Rs. 39.99 per
dollar at end of March 2008 fell to Rs. 52.09 per dollar
on 5th March 2009, before recovering to Rs. 50.95 per
dollar at end-March 2009. As on 31st March 2009, the
Indian Rupee had depreciated by 21.5 per cent against
the US dollar over its level on 31st March 2008. However,
the Rupee appreciated against the pound sterling by 9.1
per cent

Equity markets weakened in tandem with global stock
markets, reflecting general deterioration in the sentiment,
Fll outflows, slowdown in industrial growth and lower
corporate profits. The BSE Sensex declined to 9708 on
31st March 2009 from a peak of 20873 recorded on 8th

January, 2008.

As capital inflows reduced sharply during the year 2008-
09, the foreign exchange reserves declined by US $ 53.7
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billion from US $ 309.70 billion as at end-March 2008
to US $ 256.0 billion by end-December 2008, including
valuation losses. India's foreign exchange reserves
were US $ 252.0 billion as at end-March 2009.

Industry structure and development

During the year 2008-09, the aggregate deposits of
the scheduled commercial banks (SCBs) increased by
18.80% (Rs.6,46,627 crore) as compared with 21.70%
(Rs.6,14,546 crore) in the previous year. Growth in
time deposits decelerated during the first two quarters
of 2008-09 but witnessed robust expansion thereafter
reflecting some switching of demand deposits and other
savings instruments to time deposits. Time deposits
recorded a higher growth of 22.6 per cent (year on
year) at end-March 2009 as compared to 21.9 % a year
ago, while demand deposits remained almost same
compared to a growth of 0.90% recorded during the
previous year. Other-than mobilization of deposits, flow
of other resources have not been much during 2008-09.

During the financial year 2008-09, credit flow from
scheduled commercial banks moderated to 17.30% as
compared with 22.30% during the previous year. The
deceleration in credit expansion was observed across
the banking system, but it was sharper for the private
and foreign banks at 10.90% (19.90% previous year) and
4.00% (28.50% previous year) respectively.

Food credit of SCBs increased by Rs.1,812 crore in
2008-09 as against a decrease of Rs.2,122 crore in
the previous year. Non-food credit extended by the
scheduled commercial banks (SCBs) increased by
17.50% (Rs.4,06,287 crore) as compared to 23.00%
(Rs.4,32,846 crore) in the previous year.

The lower expansion in credit relative to the accretion of
deposits resulted in a decline in the incremental credit-
deposit ratio of scheduled commercial banks to 64.40%
at end-March 2009 from 73.60% a year ago.

While credit flow to Agriculture and real estate was
significantly higher, it was lower for housing. As a result,
industry's share in total credit flow increased significantly
in 2008-09.

Commercial banks' investment in government and other
approved securities increased by 20.0% (Rs.1,94,031
crore) during 2008-09 compared to the previous year's
increase of 22.80% (Rs.1,80,199 crore). Investment in
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non-SLR securities grew by 24.20% (Rs.41,344 crore) as
against the increase of 21.50% (Rs.30,155 crore) in the
previous year.

Opportunities

The Indian financial system faced comparatively less
turmoil and volatility than in some of the advanced
economies. Under these circumstances domestic

companies may look to local sources of funding. Some
of the sectors of economy may face moderation in
growth rates in this fiscal. The rural economy has been
the focus of attention of successive governments both at
the national and state level and significant opportunities
will be available for banks as the penetration of credit
and financial products are relatively low.

Going forward, for the revival of the economy, both the
central and state governments will be putting in place
ambitious plans and programmes for infrastructure
development. This presents a major opportunity
for banks and financial institutions to finance these
investments. Small and Medium Enterprises (SMEs)
play a significant role in the economic development of
a country like India opening up significant credit flow
from the banks to these enterprises. Although there will
be moderation in the credit growth in retail and housing

sectors, the turnaround in the economy may augur well
for the long term, sustainable growth of lending in these

segments in the Indian market.

Outlook

Indian economy is likely to see some moderation in

growth rates in 2009-10. It will however witness healthy

growth in absolute terms and will probably remain one
of the fastest growing economies in the world. However,

the impact of global melt down still lingering, economies

all over the world may take little more time to stabilize.
Under the given circumstances slightly slower credit

growth could coexist with softening interest rates. Given
India's strong macro-economic fundamentals structural
drivers will continue to support growth which is a positive

sign for Banks as well.

Your Bank, with its technological stronghold, has geared

up to wrest the opportunities thrown open by the

growing Indian economy. Various new and sophisticated
products and services are being launched to satisfy the
needs of its ever demanding customers.
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