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Shri Sunil Mehta, Managing Director & CEO paying tribute to Lala Lajpat Rai — Founder of the Bank, on his joining at Punjab
National Bank, Head Office, Bhikhaiji Cama Place, New Delhi
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Shri Sunil Mehta, Managing Director & CEO declaring Annual Financial Results (2016-17) of the Bank in a Press Conference at
New Delhi alongwith Shri K.V. Brahmaji Rao, Dr. Ram S. Sangapure and Shri Sanjiv Sharan, Executive Directors of the Bank
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From the Chairman's Desk
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Dear Shareholders,

Financial Year 2016-17 proved to ba ancother eventful and
exciting year for your bank. On one hand, the bank
embarked on recognition and resolution of legacy credit
portfolio issues and on other, it identified new growth
opportunities where it is uniquely positioned. The bank is
conscious of the risks it faces in a rapidly evolving global
environment and various domestic competitive pressures.
The global growth was slow and volatile. Fortunately,
domestic aconomic growth prospecis remain positive
coupled with expected higher public investments.

Your bank witnessed hectic activity during the year.
Demonetization in November and December 2016
caused temporary dislocation in growth momentum in
some market segments with indications of a bounce back
In ensuing months. The demonetization provided new
opportunities to your bank for enhanced digitization. The
Bank remalned at the forefront and played a key role
during this critical period, displaying prudence and
responsiveness In meeting expsctations of customers
and the Government. We are proud of all PNB employees
who rose to the occaslon. The Bank remalned active and
alert to market needs and continued to innovate in
bullding embedded customer relationships. Your bank
has been at the fore-front on financial inclusion. It has won
many awards and accolades. The Bank Is committed to
take a lead position in this segment. Various new products
and services were launched to meet the demand of
existing and emerging young customners. These include
PNB Kitty, UPl and PNB Wave & Pay Contactless Credit
Card which will make banking simple and seamless.
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Rising stressed assets and consequent challenges of
appropriate resolution have bedeviled the banking
Industry during the year. This remalns a serlous causs of
concern for your Bank as well. The Bank has resolved to
address this issue expeditiously in conjunction with other
lenders under the applicable regulatory framework.
Despite a challenging scenario, your Bank's efforts
towards recoveries and upgradation of asset quality have
been noteworthy. ‘War Room' set up to identify and devise
a resolution process for Stressad Asasts enabled 1o deal
with this issue in a focused manner. NPAs were below prior
year levals with higher Provision Coverage Ratio. These
eftorts will continue to receive intense management
attention in Financial Year2017-18.

During Financial Year ending March 31st, 2017 your Bank
accomplished many Important business milestones
including crossing ¥10 lakh crore in business despite
tepid credit growth in the industry. The Bank's growth in
CASA daposits was exemplary with 48% share In
Domestic Deposits. The Bank intends to pursue strong
retail growth to meet growing aspirations of rural and urban
youth.

The Indian economy is at a transformative stage and
growth momenturm on most counts is expected to
accelerate. On the domestic front, the progress on key
structural reforms including the Insolvency and Bankruptcy
Code, Goods and Services Tax (GST), policy clarity in key
infrastructure sectors, higher public investments amongst
other initiatives will provide further economic stability and
growth impetus. The Union Budget 2017-18 highlighted
agriculture, rural hinterland, affordable housing and
infrastructure as the focus areas. Also key policy initiatives
taken in the past and those in the pipeline will provide
further momentum to the invastment cycle. Racent signs of
global outlook are less discouraging. However, global
capltal flows are silll tentative, seeking predictabillity and
risk returns.

Competition and capital requirements for banks globally
will intensify. Management of risks to enable efficient use of
capital will be critical. Fast evolving technological
developments in banking and telecommunications are
catalyzing inter-dependencies and blurring lines of
distinction. Analytics and data management will become
key enablers for davelopmeant of new products and dellvary
platforms for banks. Robust cyber sacurlty and Incessant
data Integrity flrewalls are fast becoming canter-stage
Issues for bank’s leadership. Expensive brick and mortar
branch banking will progressivaly give way to digital and
moblle banking. Customer proflle and buying behavior of
products and dellvery platforms are constantly evolving.
Stringent banking regulations will push for higher rgk
capital in banks. Implementation of new accounting
standards will enforce consistency and transparency in
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recegnition of Impaired asgets. These developmants
should prepars the global banking sector for sirategic
cormolkiation and re-snginesrng of finandal products and
services o mest mstum expacttions or deployment of
incremantal eapital in banks.

Your bank k& conselous of these developments globally
nnd polantial impeet locally. The Bank is preparing in full
samest for this changs. it will mquim e-orentstion and
support from all atelebolders Including the Government of
indla. The Bank's rch hiwtory, strong brand, markst
pesition and dedicated smployess ane well polsed o
caphalize on the many new apportunities in the horlzon,
There are several initiathves In progress. Tha managanent
Is working assiducusty and fast changing gears In
upgradation of the Bank's core banking and
concurmently bullding a contemporary digital dellvery
platiorm. This will provide further mpsts to the bank's
succassful finencial inclusion drive. The risk managameant
procasssa wil ba continucusly efinad In Ine with markat
corclitions. Tha Bank wil Instibrtionalizs sk based pricing
for e assete and customer offarings. Your bank s wall
positionad to meet the diverse needs of e customers In
rural and urban markets. it will continue to Invest
significantly in lis busihesses and importantly In skl

developmant of employeses for sarving our over ten chona
valuabls cLatomers.

Wa lock In your contiwed aupport and corfldence In
Punjah Mational Bank ap i embarks with vigour on Ha
|oumey of changs.

Yours sinceraly,

."::' e
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From the Managing Director
& CEO's Desk

Dear Shareholders,

It gives me a great pleasure to share with you the Annual
Report of the Bank for FY'17. The year in review was
marked by two major macro-economic developmente. The
first was the actlon to demonetlze the two highest
denomination notes and the second was paving the way
forimplementing the Goods and Services Tax(GST).

Demonetization holds huge potential benefits in the
medium to long-term and has paved the way for faster
digitalization. The Implementation of a unifled GST Is
viewed as one of the most far-reaching indirect tex
reforms, as it is likely to create a common Indian market,
improve tax compliance and governance.

Consequent upon demonstization, CSO reduced the
estimated GDP growth for FY"17 to 7.1% from 7.6%. The
GDP numbers for Q3FY’17 grew at 7% allaying fears of
any major effect of demonetization. As an immediate
aftermath there was a moderate growth in industrial and
service sector but the agriculture grew on the back of
improved monscon. The stickiness in service inflation
peused the southwards momentum of the rate cut cycles
as RBI changed its stance from accommodative to neutral
in the Sixth Bi-monthly Monetary Policy Review.

The immediate financial impact of withdrawal of Specified
Bank Notes (SBNs) was a surge In bank deposlts with a
commensurate fall in currency in circulation. Deposit grew
at a faster pace this year as compared to that of last year.
The retention of these deposits and carmying forward the
momentum although shall remain challenging. However,
the cradit growth was Impacted as demand slowed down.
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The expectations are that the medium and long-term
determinants of economic growth are likely to hold the
centre stage in the FY18. Stronger economic fundamentals,
supportive monetary and fiscal policy, expectation of
passage of GST and continuation of key structural reforms
are expected to support GDP growth. With the economy
slated to expand fast, the growth is likely to build its own
momentum, subsume minor disruptions and there would be
revival In Invastment cycle and credit growth.

PNB's Performance during FY'17

During FY'17, the bank achieved various milestonss i.e.,
¥10.41 lakh crore Global Business, ¥6.22 lakh crore Global
Deposlts, ¥5.66 lakh crore Domeastic Deposlts, ¥2.60 lakh
crore CASA Deposits, ¥2.14 lakh crore Savings Deposits
and Domastlc CASARatlo 0of 45.97%.

Some ofthe key performance highlights of FY’17 are:

» Net Advances of the Bank at ¥4.19 lakh crore grew
1.7% on YoY basls.

P In terms of Bottom-line parameters, the Bank's
Operating Profit stood at Y14565 crore during FY'17
and Net Profit at ¥1325 crore.

> In terms of key financial ratios, the Bank's Domestic
Net Interest Margin was at 2.69% during FY'17. The
Cost of Deposits moved southward from 5.85% in
FY'168t05.33%in FY'17.

» The Bank has been able to maintain its Capital
Adequacy Ratio above the regulatory requirement. The
Bank's CRAR stood at 11.66% which constitutes Tier |
ratio of 8.91% and Tier || ratio of 2.75%.

» As a result of efforts taken towards resolution of NPAs,
the GNPA ratio declined to 12.53% in FY'17 from
12.90% in FY"16, while the NNPA ratio declined from
8.61% In FY'16 to 7.81% In FY'17. The slippages
declined from ¥42252 crore in FY'16 to ¥22415 crore in
FY'17. The Provision Coverage ratio increased to
58.57%in FY'17 from 51.08%in FY"16.

Brand Vislbllity

1. Besides having its presence on Twitter and LinkedIn,
the Bank's Facebook page in the name of "Punjab
Natlonal Bank, HO, New Delhl' has also become
operational.
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2. Mr. Virat Kohll, an energetic young cricketer and
captain of Indian team having mass appeal to the youth
of our couniry, has been chosen as Brand Ambassador
ofthe Bank.

Continuing the Digital Journey

To make banking experience more pleasurable, more
convenient and more rewarding, PNB wallet named as
“PNB Kitty” was launched In the month of Dec’16. This
online wallet serves as a virtual account that holds money
online and can be used to perform various transactions like
sending or receiving money, online utility bill payments,
Moblle/DTH Recharge stc. without sharing sensitive
credentials of the Bank Account.

“PNB Yuva” is another interactive user interface to
engage young customers in the age group of 14-25 years.

BHIM Is a Moblle App developed by Natlonal Payments
Corporation of Indla (NPCI), based on the Unlfled
Payment Interface (UPI) In which we are actlvely
particlpating. It allows the user to Instantly transfer funds
betweaen the bank accounts.

Finanelal Inclusion

The bank has been pursuing the financlal Inclusion
objectives for long. These measures resulted inimprassive
gains in enhancing the outreach of banking services and
extent of credit to the population. As a result, Department of
Financial Services (DFS), Ministry of Finance (MOF),
Government of Indla (GOI) has affirmed PNB as
first among all banks in deposit mobilized through
PMJDY accounts and second in overall implementation of
PMJDY.

Corporate Soclal Responsibliity

The distribution of wealth is as important as its legal and
ethical creation. A strong sense of social responsibility is
therefore an Integral part of our value system. Under PNB
Vikas, Village Adoption Scheme, the Bank has adopted
169 villages for Integrated Rural Development. Under
Swachh Vidyalaya Campaign the bank provides financial
assistance for construction of toilets in government schools
ofthese adopted villages. The Bank popularizes education
among the glris In rural and seml urban areas through PNB
Ladli. Also, education is being popularized among children
of poor agriculture borrowers under PNB Kisan Balak
Shiksha Protsahan YojJana. PNB's Farmers' Welfare
Trust, PNB Centenary Rural Development Trust and

(V)
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Financial Literacy Centers running across the country
provides free of cost training, organize health check up and
undertake development activities In thelr prevalling areas.

Awards and Recognitions

During FY'17, the Bank has won many prestigious awards
from influential domestic and overseas awarding
Institutions. The Bank won Vigllance Service Excellence
Award FY'"7 by Institute of Public Enterprises (IPE)
Hyderabad, BF S| Tech Maestro Awards 20186 in Application
category for four node cluster by Bitstream Mediaworks Pvt.
Ltd and National Payments Excellence Awards 2016 for
Aadhaar Enabled Payments System (AEPS) by Natlonal
Payments Corporation of India (NPCI). The Bank was also
declared Runner up in Education Loan Provider of the Year
2016 by Outiook Money.

Racently, PNB was also awarded the Bast MSME Bank
Award (Large Category) and CSR Initiatives & Business
Responsibility Award-Runner-Up (Large Category). PNB
regained its Number One slot amongst Nationalized Banks
with overall rank at 175th amongst Top 1000 worid banks
by The Banker'. Amongst nationallzed banks, PNB topped
the chart of India's Most Trusted Brand es per The Brand
Trust Report 2016' launched by Trust Research Advisory.

Looking Ahead

The year 2017-18 on most counts is expected to be better
for the economy as the new currency notes in required
quantities have come back into circulation and economic
activity is seen setting to 'New Normal'.

The expectation of “Normal Mongoon” and resultant good
crop, befter rural Income and Inltlatives like “Houslng for
All" offer vast scope for expansion of credit in rural and
semi-urban areas where Bank has vast network of
branches. The Bank plans to leverage its vast branch
network for acquiring higher market share in Agriculture,
MSME and Retail Cradit.

Bank would also leverage technology to integrate financial
inclusion and its association with India Post Payment Bank
Is liksly to provide fresh credit linkages. The strengthening
of JLF mechanism will help resclve large accounts and
improved climate for recovery will help ease the problem of
stressed assets. Bank will remain proactive to encash the
opportunities as they emerge.



S

g % §& & 3R & # 3 oY fRaure! @ ufey amR aws S
& Rre e et sl araarsit # s e PRav g
<@t | # s wh yEe & qeua wde Wk fAvaw & g
TAPT A PR ek BT &, N el B W e & forg I7ab
s Tt & forg gaR ol SefenRal @ gev § avgare e
g | 9 Rwama @ 5 gw vl ok Reama @ arr i afdsg 4 6

&% g DA IR A 73 R o Hm |
q941Y,
@t S
(e )

In the end, on behalf of the bank, | thank all our shareholders
for their continued faith in our strength and capabilities,
customers for their valuable support and trust and our
employees for their tireless efforts towards achieving our
goals. | am confident that with this support and trust, the
bank will achieve many more milestones and newer heights
ahead.

Yours sincerely,
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(Sunil Mehta)
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