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REPORT OFTHE BOARD OF
DIRECTORS
To the State Bank of India, Reserve
Bank of India and the Central
Government in terms of section 43(1}
of State Bank of India (Subsidiary
Banks') Act 1959.

DEVELOPMENTS IN THE
ECONOMY
The economic reforms and liberalisation
process initiated by the Government in
the early 90's stabilised further during
1999- 2000. On the external front the
South East Asian crisis has all but blown
over. On the domestic front industries
performed well while there was a
decline under agricultural production.

A welcome feature of macro economic
development last year was a substantial
acceleration of industrial output, which
grew by 6.90 per cent as against 4.00%
in the previous year.

GDP growth in 1999-2000 is likely to
be 5.90 percent as against 6.80 percent
in 1998-99 and 5.00 percent in
1997-98. The annual rate of inflation
was 3.70 percent on WPI point to point
basis and was significantly lower than
in the preceding year.

A relatively high growth fuelled by
sustained industrial recovery, combined
with low inflation and high reserves,
provided a positive environment for
monetary management in 1999-2000.

MONETARY AND BANKING
DEVELOPMENTS
During 1999-2000 the annual growth in
M3 on a point to point basis was 13.60
percent (provisional) as against 19.20
percent in 1998-99. The aggregate
deposits of scheduled commercial
banks increased by 13.50 percent as
against 19.30 percent in the previous
year. In continuation of the pattern
observed in 1998-99 a substantial part
of the increase was due to increase in
time deposits. As a result of
concessions extended, resources
mobilised by mutual funds increased to
Rs. 16,572 crores which has affected
the deposit accretion in banks during
the year.

Non-food credit showed an expansion
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of 16.00 percent as
against an increase of
13.00 percent in the
previous year. The
faster growth in bank
credit to the
commercial sector
despite a lower growth
in deposits was
facilitated by
substantial reduction in
Cash Reserve Ratio
(CRR) and increase in
non deposit sources
such as bills payable,
operating surplus etc.
Total resource flow to

the commercial sector increased by
17.30% as compared to 16.40% in the
previous year.

Investment by scheduled commercial
banks in Government Securities and
approved securities increased by
21.30% during the year as against
16.40% in the previous year.

As per the Revised Estimates in the
Union Budget, the fiscal deficit of the
Central Government (excluding small
savings) for 1999-2000 was higher at
5.60 percent of GDP as against the
budgeted figure of 4.00 percent.

During the last few years Reserve Bank
of India has been bringing about far
reaching changes under capital
adequacy norms, asset classification
and more recently on asset liability and
risk management which have to be
implemented from the year 2000 - 2001
onwards. Your Bank has initiated
adequate steps to address the impact
of these changes suggested in the RBI
Policy and has put in place the
administrative setup required for
implementation of these guidelines.

EXTERNAL DEVELOPMENTS
The sharp increase in the price of crude
oil caused strains on India's balance
of payments during the year. In the last
16 months the international prices of oil
have increased by 150 percent.
However, the recent decision to
increase production by OPEC is
expected to give some respite and bring
down prices.

Exports, particularly software exports
have done well during the year. Exports

u ̂  ̂ ti ̂ 1V? Board Meeting in progress 5
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recorded 11.70% growth in 1999-2000
which was the highest in the past three
years. However, the trade deficit
marginally increased from $ 8200
million in 1998-99 to $ 8623 million in
1999-2000 mainly on account of a
sharp jump in the import cost of
petroleum products.

The movement in our foreign exchange
reserves in recent years has generally
kept pace with our requirement on trade
as well as capital account. Forex
reserves also swelled from $ 32.54
billion in March 1999 to $ 38.03 billion
in March 2000. The inflow of Non
Resident bank deposits from abroad
reached an all time high during the year.
The strength of foreign exchange
reserves has been a positive factor in
facilitating flow of portfolio investments
by Fll's and in reducing the risk premium
in foreign borrowings and Global
Depository Receipts (GDR) /American
Depository Receipts (ADR).

KARNATAKA SCENARIO
The plan outlay for Karnataka in the 9th
Five Year Plan 1997- 2002 was 57%
higher at Rs.23,400 crores compared
to the 8th plan. Irrigation and power
sectors have been accorded primacy.
The State has also recognised
Information Technology and Electronics
as priority thrust areas.

The rainfall this year in north and south
interior Karnataka was deficient by 10%
compared to normal levels. However,
the following southeast monsoon has
more than made up the deficiency. The
foodgrain production in the State is
expected to be 88.32 lac tonnes as
against 82.59 lac tonnes in the previous
year. The government proposes to
cover additional 2 lakh hectares under
irrigation during 2000-2001 and
commission Bennithora, Lower
Mullamari, Amaraja.Taraka, Chukinala,
Devaraj Urs Canal (Varuna Canal) and
Maskinala projects before the end of
2001.

The Gross Domestic Product of the
State is reported to be 5.80% in
1998-99 as against 4.90% in 1997-98.

This year also the power generation fell
short of requirements by more than
20%. The Kaiga Atomic Power Station
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Commissioning and the KPC Mega
Thermal Project coming up in Bellary
are expected to improve the power
supply position in the State. Thrust is
also being given to complete various
hydel, thermal and wind mill projects to
further improve the power position.The
Government proposes to add 2500 to
3500 MW of new capacity by 2005.

The State has become the preferred
location for large industries especially
high technology industries including
electronics and telecommunication. A
major share of software exports which
has been spearheading the export
growth in the country has emanated
from the State.

Major road development and express
highway projects are also in the pipeline
including the Bangalore-Mysore
express highway, Nandi infrastructure
corridor roads etc.The Konkan Railway
which became operational during 1998
has given a boost to the economic
development of coastal Karnataka
particularly Dakshina Kannada and
Uttara Kannada districts. The Krishna
Basin Project which is in the last stages
of completion will irrigate more than 3
to 5 lac hectares of land. A tie-up has
been made by the State Government
with the World Bank for assistance of
Rs. 13,000 crores in the next five years
to finance projects in the key sectors of
irrigation, watershed development,
power, road, education, health, urban
development and water supply.

The Bank's share in ASCB deposits in
Karnataka was 10.12% at the end of
December 1999, Karnataka continues
to be the nucleus of the Bank's business
contributing 70.09 % of deposits and
62.04 % of advances and 82.97 % of
the branch network.

The improvement in power sector,
increase in irrigation facilities,
development of infrastructure like rail
and road and development in
information technology are expected to
give a thrust to economic development
in the State.

In order to exploit the emerging
business opportunities, 12 out of the
14 branches opened by your Bank in
1999-2000 were in Karnataka. While
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the expansion of branch network,
particularly in the important centres of
the State will continue to receive our
attention, thrust will be given for branch
mechanisation and technology
upgradation to improve business and
customer service.

REVIEW OF BANK'S OPERATIONS

The Bank's net profit increased to
Rs.48.24 crores in 1999-2000 from
Rs. 33.58 crores in 1998-99 registering
a growth of 43.66% mainly due to
increase in non-interest income and
higher trading profit from investments.

The Bank's business turnover crossed
Rs. 10,000 crore mark and increased
from Rs. 8829.76 crores at the end of
March 1999 to Rs. 10354.40 crores at
the end of March 2000 recording a
growth rate of 17.27% compared to
15.74% in 1998-99.

INCOME
The total income of the Bank increased
by 18.02 % during 1999-2000 from
Rs. 817.04 crores to Rs.964.27 crores
in March 2000. While interest income

fWWCf.^^
S6427

70909
81704

1997-1998 1998-1999 1999-2000

increased from Rs. 696.97 crores to
Rs. 800.09 crores (14,80%), non-
interest income increased by Rs. 44.12
crores (36.75%) from Rs. 120,06
crores to Rs. 164.18 crores and its
ratio to total income improved from
14.69% in the previous year to
17.03% this year.

EXPENSES
The total expenditure increased by
Rs.104.92 crores (15.06%) from
Rs. 696.69 crores in 1998-99 to
Rs.801.61 crores in 1999-2000. While
interest expenses increased by
Rs. 68.03 crores (15.09%), the
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