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State Bank of Mysore
(Associate of the State Bank of India)

Head Office, Bangalore - 560 009

NOTICE

The 45th Annual General Meeting of

the Shareholders of State Bank of

Mysore will be held at Jnana Jyothi

Auditorium, Central College Campus,

Palace Road, (Opp. Kaveri Guest

House) Bangalore - 560 001

on Friday, the 10th June, 2005 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, 2005 and

the Auditors' Report on the Balance

Sheet and Accounts.

Y. Vijayanand
Managing Director

Bangalore

Dated : 22.04.2005
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Shri A.K. Purwar

Chairman, Under Section 25(1 )(a) of State Bank
of India (Subsidiary Banks) Act 1959

ShriY.Vijayanand

SdreSStio, wde

25(1) (o3<

Managing Director
Under Section 25(1 )(aa) of the Act ibid

Shri A.G. Kalmankar

tspso&stoci Ki,Scif325 ( i ) (Ai)

ft tTRT 25 (1)

SRT
Nominated by State Bank of India
Under Section 25(1 )(c) of the Act
ibid

(1) (
jp3ti>!eo&

(1)

Nominated by Reserve Bank of
India Under Section 25(1 )(b) of the
Act ibid -^tf "JT-V

. s3 erasrira eras'

Smt. Vanitha K. Venugopal

( i ) (
2^)Ci>lfoS3

arfyrf^m ft *TO 25 ( i)
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Nominated by State Bank of India
Under Section 25(1 )(c) of the Act
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tfeR S

Nominated by State Bank of India
Under Section 25(1 )(c) of the Act
ibid

Shri M.N. Rao Shri Yashovardhan Sinha
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Board of Directors
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Nominated by State Bank of India Nominated by State Bank of India
Under Section 25(1 )(c) of the Act Under Section 25(1 )(c) of the Act
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Appointed by Government of India
Under Section 25(1 )(c a) of the Act
ibid
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5KT
Appointed by Government of India
Under Section 25(1) (cb) of the Act
ibid

Shri Nanu R. Mallya

Shri N.Venugopal

l. art.

f. HHKNI
Shri T.S. Nagaraja
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Shri R. Umachander

t «IRr 25 (1)

STrfcT

Elected Under Section 25(1 )(d) of
the Act ibid

( i ) (a)

25 (1) (€t)

Elected Under Section 25(1 )(d) of
the Act ibid

Shri G.B. Singh
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25 (1) ( ) a c T f T '>TRfT ?WFR 5TCT =
Nominated by Government of India Under Section 25(1 )(e) of the Act ibid
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Shri K. Sundaram
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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 IN THE ECONOMY
1.1 Economic Scenario
The Indian Economy, in the year
2004-05 continued to remain buoyant
despite deficient Southwest Monsoon,
hardening international oil and Steel
prices and Tsunami disaster. However,
the GDP growth is expected to be lower
at 6.9% due to slow down in agricultural
growth from 9.6% during 2003-04 to
1.1% during 2004-05 as a consequence
of below normal monsoons. Industrial
sector is expected to post a strong
growth of 7.8% during 2004-05 as
against 6.5% during 2003-04 while
service sector is expected to record a
growth of 8.9% during 2004-05 the
same as in the previous year. The share
of agriculture, industry and services in
GDP is expected to be 20.50%, 21.90%
and 57.60% respectively during
2004-05.

a) The Industrial sector has recorded a
strong growth of 7.8% during the
year. This is mainly due to
buoyancy in the manufacturing
sector which recorded a growth of
9.2%, while mining and electricity
sectors recorded lower growth of
4.6% and 6.0% respectively during
the same period. Basic goods and
intermediate sectors recorded
growth of 5.9% and 6.3%
during April-January 2004-05,
complementing a high growth of
capital goods sector at 12.9%.
While consumer goods recorded
growth of 11.8% during the period,
the growth of consumer durables
was pegged at 15.3% and that of
consumer non-durables was pegged
at 10.6%.

b) During the first three quarters of the
financial year 2004-05, the overall
infrastructure sector has recorded a
growth of 5.4% as against 5.8%
recorded during corresponding
period of 2003-04. Within
infrastructure, better performance-
has been recorded by electricity,
coal, crude petroleum and cement
industries while growth has declined
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in respect of finished steel and
petroleum refinery products.

c) With rising international crude and
commodity prices, WPI inflation
remained high for major part of
2004-05. Starting at 4.51% for week
ended April 3, 2004, inflation
gradually increased to reach a level
of 8.74% for the week ended August
28, 2004, before softening to 5.00%
as at the end of March'05.

1.2 Monetary and Banking
Developments
a) Money supply increased by 13.70%
in 2004-05 as compared to 16.4% in
the previous year. While aggregate
deposits of Scheduled Commercial
Banks recorded a growth of 11.9%, as
compared to 17.3% in the previous
year, Bank credit registered a growth of
25.6%, as compared to 17.6% growth in
2003-04.

b) Rupee continued to be strong at
43.65-43.75 level per USD due to weak
USD consequent on increasing US
fiscal and current account deficits.

1.3 Economic and Monetary
Developments
a) Interest rates remained largely

stable and rates offered by banks
registered a negligible 25 to 50
basis point increase. In the bond
market however, the yield curve
steepened with the interest rate
movement being orderly. Yield in 10
year govt security touched 7.3
percent in Nov'04 but moderated in
the subsequent period and closed
the fiscal at 6.69%. Overall, despite
excess liquidity in the system,
interest rates moved upwards
reflecting volatility in oil prices, rising
global interest rates and impressive
credit off take.

b) Annual policy of RBI has left Bank
rate unchanged at 6%, the repo rate
at 4.75%. Cash Reserve Ratio was
increased from 4.50% to 5%. While
medium term objective continued to
be reducing the CRR to the
Statutory Minimum level of 3%, RBI
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assessed that the inflation is supply
induced. Remuneration on CRR
was delinked from the Bank rate
and was reduced to 3.5%. Banks
were allowed to transfer their
investments to HTM category upto
their statutory minimum SLR
requirement after providing for
depreciation.

1.4 External Sector Developments
On the external front, while exports
registered a growth of 27.0%, as
compared to 17.10% in the previous
year, imports grew at a substantially
faster rate of 36.30%, as against
25.30% in 2003-04, fuelled by a surge
in oil imports by 44.60% and non-oil
imports by 33.00% resulting in an all-
time high trade deficit and a higher net
outgo on invisibles on account of travel,
transportations, insurance and business
services. Notwithstanding the widening
of the trade deficit, the country's foreign
exchange reserves continued to
burgeon, fuelled largely by a strong
surge in Fll inflows, and stood at US$
141.50 billions as on 31st March 2005.

1.5 Karnataka State Scenario
Karnataka being the principal area of
operation of your Bank, the economic
progress of the State largely shapes the
growth of the Bank. The current year
was the year of economic recovery for
the State. The State witnessed a
growth of 11.7% in 2004-05 over 2003-
04. This is the highest growth achieved
in recent years. The biggest
contribution to this economic recovery
has been from agriculture and allied
sectors. Within primary sector, the
growth in agriculture is estimated to be
13.0%. The growth rates of secondary
and tertiary sectors at current prices
are estimated to be 11.3% and 12%
respectively. The share of primary,
secondary and tertiary sector in the
economy during 2004-05 has been
18.7%, 28.3% and 53% respectively.
Within the secondary sector, the
manufacturing sector has grown at
13.50%. In the tertiary sector, IT, BT
and BPO sectors have been the most
important growth engines and are
estimated to have grown at an
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2.1

impressive rate of 22.5% over the last
year.

A proposal has been made in the Union
budget, to upgrade the Indian Institute
of Science at Bangalore as a world-
class university and Rs.100 crores have
been provided for this purpose in the
Union Budget.

The State has already shifted over to
the VAT regime. Manufacturers and
traders will get relief with the shift to the
VAT regime. However, the shift will lead
to decrease in the revenue for the State
in the transition period.

The Twelfth Finance Commission has
recommended grants for road
infrastructure development, building
maintenance, heritage protection, forest
conversation and more grants for rural
and urban local bodies.

The growth rate achieved in commercial
tax by the Government of Karnataka is
the highest in the country. As against
the budget estimate for tax revenue of
Rs. 14,957 crores the anticipated
collections by March 2005, is Rs. 15,747
crores.

After prolonged period of drought
during the period 2001-04, this year
started in a promising way. However,
few tracts did not receive adequate
rainfall in the subsequent months.
Though excellent crops of maize, ragi,
paddy and cotton have been harvested,
some other crops like jowar and
sunflower have been affected by
drought.

2. REVIEW OF BANK'S OPERATIONS

2.1 Key Performance Indicators

SI. No.

1.

2.

3.

4.

5.

6.

y

n7.

• '

s&jas^ozin'sfc ^MoifSjiii Key Indicators

eisS $ rod ( &/sf u djs. rttf fi ) ftw 3PT (?. ̂ frsf if) Net Profit (Rs. in Crores)
ctf V ^/

«Xj rW S.l̂ io ailffrliil IT yfritfiT Return on Assets (%)
_c —

TOdi ^edoriM isS.AiieJlftF^ ^RJffrT^PT Return on Equity (%)
D -J

dd -«5C3sol) «?SDS33i ^W-STR stjTRT Expenses-Income Ratio (%)

53,3 s5fO?S ri*S (djs.ri^^) 5tf^R3T^T (?.if) Earnings per Share (in Rs.)

S^ rio^i trfti «* rt«rt uort^^d eftoro^ (fctfo'aeo')

Capital to Risk Weighted Assets Ratio (CRAR) (%)

^ d JFR Tier - 1 (%)

^ d JPR Tier - If (%)

c5sJ,tf stoortdrt^rt aslM j)& .04) «Ai rt?b ftra^ 3T%r if ft̂ 5 î r.'ft.'j;.
c3 w v~s -&

Net NPA to Net Advance (%)

2004-2005

206.26

1.25

27.27

51.47

572.94

12.08
7.12

4.96

0.92

2003-2004

176.38

1.28

30.57

46.54

489.94

11.53

7.18

4.35

2.96
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2.2 arm 2.2 Income

tsroo&si if OO OFdsb -v rx v _c> _c. _r -, r The total income of the Bank increased
^ «-i Sfcf> =ST 3>c5 3TR *T 11 19% =fiT fFg I? ̂  TPE!
300Vd O,a.F2..V£. by 11.19% from Rs.1,397.47 crores as

3003?d6 2004 $ 5.1397.47 TO§T 8 !RJR Tm 2005 at March, 2004 to Rs. 1,553.79 crores

cDD*>. f^ ^ i 553.79 tf^sf ^ra ?^ I SIR 3TFT 'n March, 2005. Interest income
0,0952..OS? *jsetf djs.rt^od increased from Rs.1,057.05 crores to

1,057.05 *)« * 5. 1,167.77 ..,.. Rg^ ̂  ̂  ̂  %)

(if. O0.%>£). fTSeT p (10.47%) Iv ' The average yield on advances

if 3T<M «fr 3?faeT jnftr HT^ 2004 % declined from 9.52% in March, 2004 to
inrvsi? j??«*«i? ^ c^ rw - rx rs 8.64% in March, 2005, while averagejuu^Oj sf.u.e-vo, 9>52% ^ g^640/, ̂  ™gj | |̂ ^ ̂  gitH . . .

<ac5f «rfpo±>i£) ° y'6^ on investments declined from
if. F.LF 9-69% ^ 8-46% ̂  ̂  1̂  I ̂ "̂  ̂  9.69% to 8.46% in the same period.

OocS if. cj.^LiS 'si^oto^o. to9 ofcf^d 5. 45.59 4i<l̂ | $f gf% si I î R^ si(î d< STW Non interest income increased by Rs.
Iraf&J dJ3. ^233 A ^ . -. v ,-. % v ^ 45.59 crores (13.39%) from Rs.340.42

» 4 5.340.42 5RBT H 5.386.01 =fOT5l era iRT I
(if. OoLkF) 3.W.V3 dflfU djj.rt^od crores to Rs.386.01 crores. The ratio of

3TFT ar-jTRT Ki«ri =m * non-interest income to total income

24.36% % Srfrf 24. 84% era q|=ETT I <FR«RR % ^3W stood at 24.84% as against 24.36% in

•v v the previous year. Efforts are being
=IvH $ 5RT

made to improve this ratio further, in
^ *t 5 I future, by undertaking cross-selling of

products and by handling higher levels
of Government business.

R^<Hl "Expenses
The total expenditure (before provisions
and contingencies) increased by

dori<S>rt ~ 5&>3) if. î6i ruicifciiri'l' ^< -Hi^Gichrn-Hl' ^ <jJi 13-32% > from Rs.972.55 crores in
2003-04 to Rs.1,102.12 crores in 2004-

,003.03 fo>fi3 djs. H "•"* Cf" "<8m" §^ >J" ™ /UUJ"U" * 05. While interest expenses has
i s3sstF rff33 5. 972.55 =Rt̂ f ^ 5. 1,102.12 =KM era ?5T | marginally increased by Rs. 20.38

crores (3.38 %) the operating expenses
W «T 5.20.38

increased by Rs.109.20 crores
(if. SL.SLO) <3-38%) q^n^ aw ^ ?- 109-20 ^*Bf * (29.52%) as Bank has factored the

OOF.30 &rafi3 srstrift || (29.52%) f̂=?> =51^̂  if fRft^feT revision in wage structure during the
(if.3F.3^3) ao^oto&j. xissSp , , ^ p, r> -v current year. The average cost of

s5ofi£>3 zoS^ <si«<oa3oroA deposits declined from 5.71% in March,
*ro*0 rf^sj) siJSt̂ F STR 5^ if ̂  % ^FTOT ^RT WleT ̂  2004 % 2004 to 4.96% in 2004-05 due to

^ if. 8.2.0 ood siJSJ^F 300$^ 5 ?1% ̂  j^f 2004-05 if 4.96% era =ST || I I reduction in interest rates on term

•£ Q6pOSItS.

2.4 Profit

•F3 qi)-c)MH c5PT =T^ 2003-04 % 5.424.92 «M)̂ l' ̂  While the operating profit increased
-j *^ ^.,,~ ^ -.. p. from Rs.424.92 crores in 2003-04 to Rs.

(if.L.3F) aod. a^«i«ro^ ' ' ' 451.66 crores (6.29%) the net profit
to. 5. 176.38 ̂ Sf^ 5.206.26 ̂ SM( 16.94%) era increased from Rs.176.38 crores to

304..3S. *fi>ew dJ2.rt«rt aod (if. ^ , 3̂ ,̂  5,̂ 5^ (3TR ̂  ^} , 2g% ^ RS.206.26 crores (16.94 %) The Return

I5L.FV). e*rt* &f««S *,«?!« if.0.3« on Assets (ROA) decreased from
& ,«—J -f - rv ffyftC J ^v—', ™-« —^- _J SIT* — * 1 .i J /O v I "I* ^11\ ^I^V\-I )^I\|V''I ̂ 1 J\J.J I/O VI £,1.^1/6

eon Sf.ajHBj 333^ ro53os ^,3^^ 1.28% to 1.25% and the Return on
if. 8.0.JK. Oorf if.3i.3i«j <s#Qc5. ^ra ^R 1* I Equity (ROE) from 30.57% to 27.27%.
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