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State Bank of Mysore

(Associate of the State Bank of India)
Head Office, Bangalore - 560 009

NOTICE

The 43rd Annual General Meeting of
the Shareholders of the State Bank
of Mysore will be held at J.N.Taté
Auditorium, N.S.S. Compiex, Indian
Institute of Science, C.V. Raman
Avenue, Bangalore - 560 012 .
on Wednesday the 2nd July, 2003 at
3.00 p.m. ( Indian Standard Time) to
recieve the Report of the Board of
Directors, the Balance Sheet and
Profit & Loss Account of the Bank
made up to the 31st March 2003 and
the Auditors’ Report on the Balance

Sheet and Accounts.

M. Sitarama Murty
Managing Director

Bangalore :
Dated : 29-5-2003
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15.500%3 3¢ 16.0 IB7H &iem?% Eletmntae)
ZRas.

1.2.3 8 SRFEY wATINGY adg w1y,
TIRTFDT  Fomowo3d. TITONFT
8508719 N9 SR F 2002 o9T Be. 7.38
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TREA T2 Sk (Sl sick ) srfafam 1959
& AT 43 (1) &F ATER TRAE @z I,
1. srfeme # faanmar

1.1 sTfe afgem

STe SiSTRAT o =rmasyR anfeler famma st
T a¥ 2002-03 & a9 SLELTT H 4.4
wfawra &1 aredfae gfg =of gf. e g
e afg =@t st rrd 79 &1 gfg €.
TN &3 1 5.8 % 1 315 sverfora iyt
2 it faeer ad it 3.20% afg & @t g
T, T A H 3.10% ¥ 1 sy, fafa &
20.40% 1 35 @< g, A 2002-03 7
FfY a7 = Drea afomen § g gt |7
1.2 Har @ St e

[.2.1 HqETERT @ faaeor § < m@r, ag
2002-03 H EREIfT 1 27 3.3% @
forea awf 3.6% =T, a¥ 2002-03 & gRM
T AT H15.0% 7 e gor st
T ¥ Tedl AT R 14.2% o1, SEean |
TATH FaET T AT R T 2.

1.2.2 HCEATHSE &9 9 gad o 9 fo
STATH & WA 360 BT AT @l A 2002-03
H IR foad Se 7 arforsaes o, @i
a7 F 3|l ¥k 0 sufaat & gag/
fes== /37eq # 3w afeq War wor F
15.5% ¥ 16.0% a gig afefoa fam,

1.2.3 9% & =7t 7 &% oK A I, A
2003 ® 10 avi7 fice 3usr A1 2002 &
7.38% ¥ 6.21% o =72 WA, GIRTT
wiergfar sl 3= Aoft & sl &9 & =it |
ATH T aTell 39 T X 1 % & T &9 8
T €. AR T = I A F FAAT 5 wE
IR T (U1, 0., ) 1 1 &1 T .

REPORT OF THE 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 df
India (Subsidiary Banks’) Act 1959.

1.DEVELOPMENTS INTHE ECONOMY
1.1 Economic Scenario

The economy performed reasonably well
in the face of several constraints. The
country registered a real growth of 4.4
percent in GDP during the year 2002-
2003. Service sector continued to do well
with a growth of 7%. Growth of the
industrial sector was estimated at 5.8%,
significantly higher than that of 3.20% in
the previous year. Agriculture sector
showed a decline of 3.10%.
recorded a growth of 20.40%.

Agriculture, other sectors of the economy

Exports
Except

displayed higher level of confidence in the
year 2002-2003.

1.2 Mohetary and Banking
Developments

1.2.1
The annual rate of inflation in 2002-2003

Inflation was kept under control.

for the year as a whole was, at 3.3% as
compared to 3.6% in the previous year.
During 2002-2003, the growth in money
supply (M3) was 15.0% asagainst 14.2%
a year ago.  Adequate liquidity in the

system was maintained.

1.2.2 Demand for credit was mainly from
the Infrastructure sector and retail sector
like housing. During 2002-2003, the RBI
projected an increase of 15.5% to 16.0%
in non-food credit including investments
in commercial paper, shares/debentures/
bonds of PSU and private corporate

sector.
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ST 83 IRFBY Fe. 16.9TT By
sHF7 Bonwdnds ISnworomd
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1.4.1 199030 3I80 w%mdrdQew%@p
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1.2.4 Focita &= &t ok e A & fow,
sirfeq <o iR STfem garem, sie atia
F Haqatd TRT F5ATd AATATRT S, SF A A
aftadat & a1 arer -t farar i wfasfat
F Ftaad & foe sravaes gemafe saaer
#R.

1.3 STE &= & o

1.3.1 392002 -03 & fory, siaxfei qaTey
F faya sd e & fou 3.0% Frafg =
fafsma & 2. fava =R = 2001-02 F
2.9% T ad 2002-03 H 4.3% A Fg

AT E.

1.3.2 % 2002-03 § 9retg st fafrma
sferfaat ®, 91 @ A guR 9K wSrEd
O T 37 SIqTATE o BRI § ETeax 9ig
T, WIH 2003 T GATH AT Th WA
st fafrm arcterfoat qua =er 21,3
farforam & aga gua srer 75..4 fafow 7%
1.3.3 a9 2002-03 # {997 ard saeqr §
farader afcfeafaat & wror At & smasg W@t
frafa & st worta <&, ad & 9 180
faforma =er a1 faata gon, i 17.8%
&1 gfg @t F=F 2001-02 § 0.4% ¥
HOTHSE ig 2.

1.3.4992002-03 FERFATTH 16.9%
@l iy gt et fea ad 1.7% Frafgiar
)t o 7 errfefen wifafafeat § qur e
.

1.4 SHeTesd Tea qiged

1.4.1 @Atz g o o et & fag
STTRIT &7 &1 AT € | 59 a1 3gar 1990
& Fere 7 8% # o1 s7feres W@ TS, gEer
st fihr st T sahn § fARaR

1.2.3The year witnessed further softening
of interest rates. Yield on 10 year Gilts
came down 10 6.21% in March-2003 from
7.38% in March, 2002. The yield gap
between Government Securities and
highly rated private sector bonds has
come down to less than 1%. Lending
rates have also fallen below Prime
Lending Rate (PLR) in case of well rated
companies.

1.2.4 Inorder to'strengthen the financial
sector, Reserve Bank of India has been
bringing about far reaching changes under
capital adequacy norms, asset
classification and risk management. The
Bank has initiated adequate steps to
address the impact of these changes and
has put in place the administrative setup
required for implementation of these
guidelines.

1.3 External Sector Developments

1.3.1 For the year 2002-2003, IMF has
projected a growth rate of 3.2% for the
world economy. The growth in volume of
world trade is projected to pick up from
2.9% in 2001-2002 to 4.3% in 2002-2003.

1.3.2 India’s foreign exchange reserves
continued to record a healthy growth
during 2002-2003 on account of
improvement in the current account as
well as strong capital ‘and other inflows.
India’s foreign exchange reserves
increased by as much as US $21.3 billion
to US $75.4 billion by end March-2003.

1.3.3 The year 2002-2003 recorded a
robust growth in exports despite a slow-
down and adverse developments in the
world economy. Exports during the year
at $51.80 billion, increased by 17.8%
against a decline of 0.4% during 2001-
2002.

1.3.4 During 2002-2003, imports
increased by 16.9% against a 1.7%
growth recorded during the previous year
indicating pick-up in economic activities. -

1.4 Karnataka State Scenario

1.4.1  Karnataka State continues to be
a preferred destination for fresh
investments having experienced a growth
rate in excess of 8% per annum during
the second half of the 1990s. The State
continues to attract most of the fresh
investments in IT and knowledge based
industries. In the manufacturing sector,
the State is now facing competition from

© STATE BANK OF MYSORE
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IR . S - fodex 2002 s B0%
2002 WIGH & Ga47 ST H 34 % 6T
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1.4.3 a9 2002-03 & ToF F91e il fasar
3 (i) i, |t e, firar, i e
N gt g1E yT o9 fzar aar
(i) TTtor FfvAeR g ¥ fAgiem 3o FAr
R (iii ) A o HEaT 3R I Tt
I AT AT M 2.

1.4.4 fegaX 2002 ® @ifvq safes To
frata i &1 e Seva ad 2007 @& fafa
H T &7 e 7% ¥ 15% 9 g1 8. T
frafa Aifa & srafa o W@ @AaE
frrafaent sl Tieenre ST ot =R e g TR
A 9 G a1 /Tt a]
g, Afa & oy fawm & oo f&fy &=
femtor, e gferel o1 gom, ST G,
et e o fata e 8§ S fsamee
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the neighboring States. Agriculture sector
is facing serious problems like drought,
crop disease and un-remunerative prices.

1.4.2 Agriculture in the State continues
to be dependant on the monsoon. During
the kharif 2002 season, covering the
period from June-September 2002, the
cumulative rainfall was deficient by 34%
in the State and during the period
October-November 2002, rainfall was
deficient in 55 taluks out of 175 taluks. As
many as 154 out of 175 taluks were
declared as drought hit during the year
2002-2003. These had an impact on the
recoveries and fresh credit-off take, as
well as deposit mobilization efforts of the
Bank.

1.4.3 The principal features of the State
Budget for the year 2002-2003 included
(i) focus on agriculture, irrigation, health,
education, infrastructure and social
justice; (ii) measures to generate
employment in rural Non-Farm Sector
and (iii) strengthening Panchayat Raj
Institutions and local bodies.

1.4.4 Karnataka State Export Promotion
Policy announced during December-2002
aims to increase the State’s share of
exports from 7% to 15% by the end of
2007. Under the new export policy, it is
envisaged for issuance of green cards to
exporters having a good track record to
move their exports/imports consignments
freely without any hindrance. The policy
also plans to create fund for market
development assistance, creation of brand
equity, market research, technology up-
gradation and awards for excellent
performance in export sector.

1.4.5 Focus of the State Government is
to create conducive environment for
private sector investments, while
concentrating on the basic role of the
government in providing basic
infrastructure facilities and ensuring good
governance at all levels. The
government’s initiatives under Information
Technology, Bio Technology,
Telecommunications, Power Sector,
Tourism, Irrigation, Agro Processing
Industry should attract more investments
to the State.
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2. 17,083 FCRF LT Bwed 2. = afaras 6 aHren 2. REVIEW OF BANK'S OPERATIONS
[%Y
2.1 ToERod Hwam,08ids 2.1 gt freare gaw 2.1 Key Performance Indicators
g.ﬁo.
&.4. Soam,o3ndo IuAAT Key Indicators 2002-2003 [ 2001-2002
SI. No.
1. AT g (Boctd S n9Y) T @ (€. 31T H) Net Profit (Rs.in Crores) 115.92 65.90
2. sand Idpo yTfeqat o 9fqe™ Return on Assets % 1.02 0.64
3. M, Fecontd Yepo Il T HII@T Return on Equity % 26.90 18.74
4. dai— TR0 BT Y- JITT Expenses-Income Ratio % 48.16 57.19
5. T8 s£¢03 rvd (Se.n9Q) WAL oSt (€. 7.) Earnings Per Share (in As.) 322.00 183.05
6. sﬁa’b zﬂoz;a:%a’ (T o eigﬂ@ﬁ WOBTTHE T (AT LT
| Stfawes snfea srqura (Hremgs)
Capital to Risk Weighted Assets Ratio (CRAR) % 11.62 11.81
z’:ﬁd TR Tier - | % 7.23 6.70
8 2 Tier - Il % 4.39 5.11
7. | 259 Soondner ag e dayeh sanse A wfim § e T.d.Y
Net NPAs to Net Advances (%) 519 7.36
2.2 ¥ 2.2 Income

2.2 STR0H

2.2.1 zzadoaai WD) SRR Je. 10,510,
%(DQMO@ W F 20020 1204.39 Boced
8R.NY0T BRWFF 200338 1330.99 Eoeks
3. R9Re0B. B BTN 971.12 o
SR, NYot 1037.13 el 8w, NYRed. (Be.
6.80) WABTINRY BoaZHOMN JoonEnY
IR0 ned woa’i HJBReRING ned
gaowon Je. 10.80 3o Be. 11.37008 e
10.35 51339033& 10.445'&@@02»33. u%oﬂ:eéd
BT 00 60.60 Boeks . NPTy (Je. 25.98)
BepN233.26 BocEs S, R90%3293.86 doces
0. D). L) Sy, wRoHeIY
SRODT LTI FPT IR Je. 19.37%
T,8030N B TRF Fe.22.08 ST, B8
BRTII AT P ORW BHR TN
Bnoow 08 Bk FIFT IBWI)THYN
oo, NOWTBWoOR wT ol plcola
B obINneR) FRRY LN,

2.3 3unds
bx]

2.3.1 2002-038¢) 2.0 23 (SooFemorwd
DB, MORTNRTR Do) Je. 0.898:,
BN BIBIRF T 969.60 doctd 8. NP0
978.23 Soctd Q. NP ed. 0B VR 5.36

2.2.1 SHEFFAAAH 10.51% HT IFg g
forad da & sma W 2002 F & 1204.39
FIS Q FGFTH 2003 TFHE.1330.99 FIT
Tl | ST AT &, 971.12 FUST 8 Fgas
€.1037.13 € (6.80%) T, AW HT &K
& €1 A & AT A et i sitad 3o
10.80% AT 11.37% & FTHT FAW:
10.35% 3R 10.44% g8 W= g &
. 60.60 It T Ifg gd (25.98%) &
233.26 FUST § TGFT T, 293.86 FIS g3,
Tl AT H IR AT A T A o aof
19.37% & 22.08% T IEAT, T IcATZAN
F wia fadht ik siferer syaem & fRafemt
TS OCEHRI & a1 qHATT TEad F &
SR 8 SaTE T T 3R e & forg yamE
fra s €,

2.3 =|a

2.3.1 A TT | 0.89% (VT AT
e & 9o ) 6 iy g s g =5
ax 2001-02 & . 969.60 FICH & Fga
a¥ 2002-03 # €.978.23 FIS GaAT. &N
=g ¥ 5.36 et (-0.82%) HHT AT,

The total income of the Bank increased
by 10.51% from Rs. 1204.39 crores at
March, 2002 to Rs..1330.99 crores in
March, 2003. Interestincome increased
from Rs.971.12 crores to Rs. 1037.13
crores (6.80%). Due to fall in interest rate,
the average yield on advances and
investments came down to 10.35% &
10.44% from 10.80% & 11.37%
respectively. Non-interest income
increased by Rs.60.60 crores (25.98%)
from Rs. 233.26 crores to Rs. 293.86
crores. The ratio of non-interest income
to total income stood at 22.08% as
against 19.37% in the previous year.
Efforts are being made to improve this
ratio further, by undertaking cross-selling
of new products and entering into MOUs
with State Government for handling more -
business.

2.3 Expenses

2.3.1 The total expenditure (before
provisions and contingencies) increased
by 0.89% from Rs.969.60 crores in
2001-2002 to Rs.978.23 crores in 2002-
2003. While interest expenses decreased
by Rs.5.36 crores (-0.82%), the operating
expenses increased by Rs.14.01 crores
(4.47%). The average cost of deposits
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groced dw. AdR) sRRooInN (a”e. -0.82),
50,2305 ﬁzﬁud) 14.01850083 BR. NI,
(Be. 4.47) amuom. TR FeSdnY
B0eOT W a9E FBd, &?,3’% SUT o0d
BeS NI DIFORTOT ZTRO Bea3 3
3R 80 IIFT Je.7.71 Do Be. 6.89%
QYODNA0.

2.3.2 2700 ma;mf pofeeg ﬁzie: Gon¥adin)
WTIT B[y, oW LBNYR éz&gﬁdb
mcfg(emrwmfag watscépod abzx%zsdm
aizég) é?,s%ﬁd.

2.4 Y

DT RERY BSTSRF T 234.79 Boces
CR. NPT &8 SRFE 352.74 Boewd.Co.RVR
(3e. 50.24) 20T aag#@aaj 3R &b
DRI 65.90 B0L3 OR. NP0 115.92 Boces
de.AeR Q08 (Be. 75.90). san¢ ed3
BEFO Be¢. 0.64 Do Be. 1023870, Wy,
T30 Be. 18.74 00T Be. 26.9038R% HOF
3083,

2.5 VOBV amrs_,m 30T

31.03.2003To30 WoBmY domra’_psb
TR SBIRIA Be. 11.818 S 3otwN
Be. 11.6209 2083. ema’g(é ST e,
16.758 §8e0% 30T wordnd 75 e
0. %0 Beeddieoolds.

2.6. OO0

SPYAl éd;ﬁd DOBIWoTON JITF eI
S0P 2002-03F¢ aﬁairf?d Je. 400
Uaz;aozﬁaﬁdo% Jemen odpess. fadéé
PTBe0D R 08208 wRBReTT
Beoguless . ans wid $p35) 30K B&3
16.24 32088 S, TOIT.

3. :%dmd e
[Ny

3.1 Bewedned

3.1.1. w3088 etk Fea3edrish 2003 S
63036% 8792.71 doctd TR. NPReDd, 585.47
gockd OR.NY (Fe. 7.13) T,300TY
OB, BRI SRFEE 0088 QyenT
Femedngo 526.82 FReW TW.NMIRY,
(eSe. 11.46) &zsawhd. 2R0AT w3 o
Tonp ff?mo u@‘ddd FONSCVOTN B3
sAF BeBNY FoTuEF by WINT,
Bo3BYe ISRV ONB. B SRFTY,
RO Becdnsh 930.83 Boeed Sr. AT,
(Be. 11.61) ag@;moad.

yrafere sa1e 530 & FHY R I 9N &
STHTHAT T SE I F HROT THT S A0
ad 2001-02 & 7.71% & a9 2002-03 &
6.89% T T AT,

2.3.2 392 3T dyH & feru siffees wmaam
FAT 72T S8 @16 =9 #§ T g1 g,
AR FicaTed =g 7 gig 3.

2.4 AW

2.4.1 FfETET AT A 2001-02 F 234.79
FST A TEH Ay 2002-03 HE.352.74 IS
B1.(50.24%) fiae a7 &, 65.90 ST
AE115.92 FAST IF 37 (75.90% ) 3T
TIFATH 0.64% & 1.02% T Fhga g ilx
et Ao 18.74% # 26.90% .

2.5 U qATHAT ST

It Tt S A 31.03.02F 11.81%
qeTa f2. 31.03.2003 T 11.62% T,
a¥ F 3R 16.75% I THaT €. 75 FUST
T TR FY 1 b} e fowar s,

2.6 ATAIT

AT AT & FHRO FewS Aed grRy a9
2002-03 & o0 40% TN 2 T TS
fea /T B, @mvisr ST Y ARTE.16.24
FS BT ¢ o o o anfae 2. aerd &
ARt ford e o1 sigate vy g 2.
3. SAFATT THIEAT

3.1 SHTU

3.1.1 9TH 2003 T GHTH SGH qh S &1
ol ST . 8792.7 1 FRIST T TR TgAT ore
. 585.47 FUST (7.13%) Hfg g, af
2002-03 # Fafthe @ & FTHRIY 7 &,
526.82 IS (11.46%) Frafggd. af o
T o -3 7 @ R e R afra avww
foran 8. g sitwa st 2002-03 §
7. 930.83 (11.61%) FUS Hr I &2,

came down from 7.71% in 2001-2002 to
6.89% in 2002-2003 due to reduction in
interest rates on term deposits and
shedding of high cost bulk deposits.

2.3.2 The operating expenses have
increased in tune with the normal increase
in staff expenses besides additional
provisions made for gratuity and pension.

2.4 Profit

The operating profit increased to
Rs.352.74 crores in 2062-2003 from
Rs.234.79 crores in 2001-2002 (50.24%).
The net
Rs.115.92 crores from Rs.65.90 crores
(75.90%). The Return on Assets
increased to 1.02% from 0.64% and
Return on Equity t026.90% from 18.74%.

profit also increased to

2.5 Capital Adequacy Ratio

The Capital Adequacy Ratio as on
31.03.2003 stood at 11.62% as -against
11.81 % as on 31.03.2002. During the
year, Rs.75 crores of Tier-Il bonds bearing
a high coupon of 16.75% have been
redeemed.

2.6 Dividend

Due to improved profit, the Board of
Directors propose to pay a dividend of
40% for the year 2002-03, subject to
approval of RBI. This will involve an
amount of Rs.16.24 crores including tax.

3. BUSINESS REVIEW
3.1 Deposits

3.1.1 The aggregate deposits of the Bank
stood at Rs.8792.71 crores as at the end
of March, 2003 recording a growth of
Rs.585.47 crores (7.13%). Deposits
under personal segment increased by
Rs.526.82 crores (11.46%) in 2002-2003.
Due to poor credit off-take during much
of the year and the low interest rate
regime, built up of liabilities was also kept
at a modest level. The average deposits
grew by Rs.930.83 crores {(11.61%)
during the year 2002-2003.
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