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NOTICE

The 43rd Annual General Meeting of

the Shareholders of the State Bank

of Mysore will be held at J.N.Tata

Auditorium, N.S.S. Complex, 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.

29-05-2003 : 29.05.2003

M. Sitarama Murty
Managing Director

Bangalore :
Dated : 29-5-2003
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Nominated by State Bank of In-
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Act ibid
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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 of

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%. Exports

recorded a growth of 20.40%. Except

Agriculture, other sectors of the economy

displayed higher level of confidence in the

year 2002-2003.

1.2 Monetary and Banking
Developments

1.2.1 Inflation was kept under control.

The annual rate of inflation in 2002-2003

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% as against 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 PSD and private corporate

sector.
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1.2.3The year witnessed further softening
of interest rates. Yield on 10 year Gilts
came down to 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 In order 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
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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. REVIEW OF BANK'S OPERATIONS

2.1 Key Performance Indicators

SI. No.

1.

2.

3.

4.

5.

6.

7.

dx.KEjOsirteb •dHdRrqi Key Indicators

Sd^ esz^ (&j2et3 das. rW<3) R^M WT (5.ch<l-s) *t) Net Profit (Rs.in Crores)

wAjrW ^,3^0 snf̂ Rt T< ̂ TfernT Return on Assets %

^jsskj sle dirJ^ ^3^^ ^Rhil T< wfcRTnT Return on Equity %

s3^-tsroo& esbsjs^ ^m-zrw^-^w Expenses-Income Ratio %

5rf,a deorf ri<?* ( djs. rt^S^ tffcRr^T sr&j (5. ^-. ) Earnings Per Share (in Rs.)
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rid ?FK Tier - 1 %
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Net NPAs to Net Advances (%)

2002-2003

115.92

1.02

26.90

48.16

322.00

11.62
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5.19
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2.2 Income
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. Interest income 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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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 2002-2003 from

Rs.234.79 crores in 2001 -2002 (50.24%).

The net profit also increased to

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 to 26.90% from 18.74%.

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-ll 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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