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29-04-2004

The 44th 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 Tuesday the 8th June, 2004 at

11.30 a.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 31 st March 2004 and

the Auditors' Report on the Balance

Sheet and Accounts.

w ia«—————.i<* •̂ •yvMno
Managing Director

Bangalore :
Dated : 29-04-2004
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REPORT OF THE BOARD OF DIRECTORS

To the State Bank erf W ,̂ 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 IN THE ECONOMY
1 .1 Economic Scenario
1.1.1 After years of slowdown, the
global economy registered a growth of
2.6 percent in 2003 and is projected to
grow at 3.7 percent in 2004 (according
to the UN Department of Economic and
Social Affairs). The US economy, the
world's largest and perceived as the
driver of global economic growth, grew
at 3.1 percent in 2003 and is projected
to grow at 4.7 percent in 2004.
However, large budget deficits and a
widening trade gap are seen as limiting
the ability of the US to drive global
growth in future., In Asia, the Chinese
economy grew at 4.7 percent in the last
three quarters of 2003, but is expected
to slightly slow down to 8.5 percent in
2004. Developing economies, especially
those in Asia, have overcome the crisis
on account of SARS and then the bird
flu and managed to record impressive
growth rates. The economies.of the Asia
Pacific region expanded at 6.2 percent
in 2003. Stable prices, low interest
rates, rising stock markets, expanding
trade and foreign investments are seen
as favourable conditions for global
growth.

1.1.2 The Indian economy has been
presenting, in the recent past, an
encouraging picture of robust growth
coupled with relatively benign inflation.
The impressive GDP growth of 10.4
percent in the third quarter of the
current fiscal, and the fact that the
buoyancy has been observed, not
merety in agriculture, but in most
sectors of the economy, has prompted
optimism in the macroeconomic
outlook. Consequently, the forecast for
GDP growth in 2003-04, which was
initially placed at 6.00 percent, has
been revised upwards and is now
pegged at around 8.70 percent.
Agricultural sector grew by 16.90
percent, in real terms, in the third
quarter of 2003-04 and by 9.40 percent,
cumulatively, during the first three
quarters reflecting a good monsoon this
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1.3

1.3.1 2003-

year and a recovery from the severe
drought the country experienced in
2002-03. The industrial sector, which
has maintained a growth of around 6.20
percent during the first three quarters,
is expected to end the year with an
overall growth of 7.00 percent.

1.2 Monetary and Banking Developments
1.2.1 While the outlook for inflation has
remained by and large benign, recent
movements in the inflation rate indicate
that there is no room for complacency.
The annual rate of inflation, which was
at 6.7 percent in April, 2003, declined to
around 4.0 percent in August, but
climbed back to nearly 5.0 percent by
March, 2004.

1.2.2 Signs of pick-up in credit off-take
have been seen in recent months.
While credit expansion till mid-
September was lower than in the
corresponding period of last year, the
credit expansion in the fourth quarter of
the fiscal was 37% higher than in the
fourth quarter of 2002-03. Food Credit,
registered a decline during the year.

1.2.3 Interest rates have continued to
remain low. With the introduction of the
benchmark PLR concept, lending rates
of most banks have moved down by 25
to 50 basis points. The outlook on
interest rates, however, has perceptibly
changed from soft to neutral as
evidenced by a slight steepening of the
yield curve with noticeable shifts in yield
at the very long-end.

1.2.4 The Stance of the Annual
Monetary and Credit Policy for 2003-04,
announced by Reserve Bank of India,
was to provide adequate liquidity to
facilitate credit growth and to support
investment demand while continuing a
vigil on movements in the price level
with a preference for a soft and flexible
interest rate environment. The Reserve
Bank is also in the process of initiating
significant changes in the areas of
capital adequacy norms, asset
classification and risk management.
The Bank has initiated adequate steps
to assess 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 While exports registered a growth
of 14.60 percent during April - February
2003-04, imports grew at a
comparatively faster rate of 26.40
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percent leading to a widening of the
trade deficit.

1.3.2 Notwithstanding the widening of
the trade deficit, the Indian Rupee not
only stood its ground against the US
Dollar, but also appreciated by around
5.3 percent during the year, with the US
Dollar breaching the Rs.44.00 level
recently. While a strong surge in Fll
inflows has contributed to such Rupee
appreciation, it has also resulted in a
build-up of Forex reserves which stands
close to US Dollars 110 billion as of the
end of March, 2004.

1.4 Karnataka State Scenario
1.4.1 Agricultural operations in the
State, particularly in the northern
districts, have been adversely affected
by inadequate rainfall. The State has
been experiencing drought conditions
for the third year in succession. The
rainfall received during the rabi season
was the least in the last 33 years. With
the State experiencing a deficiency of
23% in cumulative rainfall, 167 out of
the 175 taluks in the State have been
declared as drought-hit. While the
State had planned a target area of 5.88
lakh hectares under paddy, sunflower,
maize and pulses in irrigated areas
under major and minor irrigation,
around 2.88 lakh hectares of land were
sown as of February, 2004. Coffee, a
major agriculture produce of the State
in which the Bank has substantial
exposure, is struggling in the face of
very low international prices.

1.4.2 Industrial and Services sectors
in the State, on the other hand, have
been exhibiting signs of good growth.
While the state has already earned a
reputation for the strides made in the
field of Information Technology, bio-
technology would appear to be poised
for achieving a high growth rate in the
near future with substantial investments
having been made, in the recent past.

1.4.3 Total investments in the State, as
of January, 2004, amounted to
Rs.1,12,166 crores. Thus, the State
had a 7.50% share in the total
investments made into various projects
in the country and the State was ranked
fifth amongst other States in terms of
investments made. Karnataka ranked
second among other States as far as
FDI approvals, during the period
January, 1997 - December, 2003, were
concerned.
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2. REVIEW OF BANK'S OPERATIONS
2.1 Key Performance Indicators

SI. No.

1.

2.

3.

4.

5.

6.

7.
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2.2 Income
The total income of the Bank increased
by 4.99% from Rs. 1,330.99 crores at
March, 2003 to Rs.1,397.47 crores in
March, 2004. Interest income
increased from Rs. 1,037.13 crores to
Rs.1,057.05 crores (1.92%). With
interest rates continuing to remain soft,
the average yield on advances declined
from 10.35% in March, 2003 to 9.52%
in March, 2004, while average yield on
investments declined from 10.44% to
9.69% in the same period. Non-interest
income increased by Rs.46.56 crores
(15.84%) from Rs.293.86 crores to
Rs.340.42 crores. The ratio of non-
interest income to total income stood at
24.36% as against 22.08% in the
previous year. Efforts are being made to
improve this ratio further, in future, by
undertaking cross-selling of products
and entering into MOUs with State
Government for handling more
business.

2.3 Expenses
The total expenditure (before provisions
and contingencies) decreased by
0.58% from Rs. 978.23 crores in
2002-03 to Rs. 972.55 crores in
2003-04. While interest expenses
decreased by Rs.47.87 crores(- 7.36%),
the operating expenses increased by
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Rs.42.18 crores (12.87%). The average
cost of deposits declined from 6.89%
in 2002-03 to 5.71% in 2003-04 due
to reduction in interest rates on term
deposits and due to the increase in the
share of low cost deposits from 34.67 %
to 35.18%.

2.4 Profit
While the operating profit increased
from Rs.352.74 crores in 2002-03 to
Rs.424.92 crores in 2003-04 (20.46%),
the net profit increased from Rs. 115.92
crores to Rs. 176.38 crores (52.16%).
The Return on Assets (ROA) increased
from 1.02% to 1.28% and the Return on
Equity (ROE) from 26.90% to 30.57%.

2.5 Capital Adequacy Ratio
The Capital Adequacy Ratio, as on
31.03.2004, stood at 11.53% as against
11.62% as on 31.03.2003.

2.6 Dividend
Due to improved profit, the Board of
Directors propose to pay a dividend of
60% for the year 2003-04. This will
involve a pay-out of Rs.24.37 crores
including tax. .

3. BUSINESS REVIEW
3.1 Deposits
The aggregate deposits of the Bank
stood at Rs. 10,860.47 crores as at the
end of March, 2004 thus recording a
growth of Rs.2,067.76 crores
(23.52%). Deposits under personal
segment increased by Rs.800.00 crores
(15.77%) in 2003-04. The share of low
cost deposits in aggregate deposits
improved from 34.67% in March,
2003 to 35.18% in March, 2004. The
average aggregate deposits grew by
Rs.1061.99 crores (12.26%) during the
year 2003-04.

3.2 Credit Expansion
3.2.1 The gross advances of the Bank
increased from Rs.5,549.83 crores to
Rs.6,632.23 crores in March, 2004,
registering a growth of Rs. 1,082.40
crores (19.50%) during the year. With
the off-take of credit continuing to be
relatively sluggish, the rate of growth in

8 i STATE BANK OF MYSORE

www.reportjunction.com

http://www.reportjunction.com
www.reportjunction.com

