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

Head Office, Bangalore - 560 009

NOTICE

The 46th Annual General Meeting of

the Shareholders of State Bank of

Mysore will be held at Jnana Jyothi

Auditorium, Central College Campus,

Palace Road, (Opp. Cauvery Guest

House) Bangalore - 560 001

on Saturday, the 27th May, 2006 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 31 st March, 2006 and

the Auditors' Report on the Balance

Sheet and Accounts.

Y. Vijayanand
Managing Director

Bangalore

Dated: 12.04.2006
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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, exhibited a strong

performance during the year 2005-06,

led by sustained growth in the industry

and the services sectors despite

hardening of International oil prices. A

pick-up in agricultural output combined

with the momentum in industrial and

services sectors, has contributed to the

GDP growth of 8.1 percent in 2005-06 as

against 7.5 percent in 2004-05.

The Industrial sector growth is estimated

at 8 percent compared to 7.4 percent

during last year. Agricultural sector is

expected to perform better at 2.3 percent

compared to below 1 percent during last

year. Service sector has been a major

driver of growth with 10.1 per cent. The

share of agriculture, industry , and

services in GDP is estimated at 19.7%,

19.5%, and 60.9% respectively during

2005-06.

a) The Industrial sector has recorded a

strong growth of 8% on the back of

robust and broad based

manufacturing activity during 2005-

06. The manufacturing sector

recorded a growth of 9% in 2005-06

on top of 8.9% rise a year ago. It

accounted for 93.4% of the overall

industrial growth. The mining sector

witnessed a sharp deceleration in

growth attributable to decline in

production of crude oil and subdued

mining activity in some metallic

minerals. Capital and consumer

goods sector maintained their high

momentum with capital goods sector

accelerating to 16.5%. The basic

goods recorded a marginal pick up

while intermediate goods witnessed
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a subdued performance. Other
manufacturing industries recorded a
highest growth at 24.3% followed by
textile products at 18.8%.

b) Infrastructure sector continued to
record sluggish growth during
2005-06. The growth of core
infrastructure industries decelerated
from 5.8% during 2004-05 to 4.5%
during 2005-06.

c) Inflation and inflation expectations
remained well contained during
2005-06 despite continued
dominance of supply side factors.
Fiscal and Monetary measures
undertaken since mid 2004 to reduce
the impact of global price pressures
on domestic inflation and to stabilize
inflationary expectations helped in
containing inflation during 2005-06.

1.2 Monetary and Banking
Developments
Money supply is estimated to be
somewhat higher than the earlier
projection of 14.5 percent for the full
year. While aggregate deposits of
Scheduled Commercial Banks recorded
a growth of 16.9%, as compared to
11.9% in the previous year, Bank credit
registered a growth of 29.9%, as
compared to 25.6% growth in 2004-05.
Rupee continued to be strong at 43.75-
45.09 level per USD due to weak USD
consequent to increasing US fiscal and
current account deficits.

1.3 Economic and Monetary
Developments
RBI continued its policy stance of
providing adequate liquidity to meet
genuine credit needs and maintain
emphasis on price stability with a view to
anchoring inflationary expectations.

RBI hiked the reverse repo rate thrice .
during the fiscal from 4.75% to 5.50% in
view of the prevailing monetary and
economic situation (global rising interest
rates, increasing credit and investment
demand etc.,). To maintain the
differential between repo rate and
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reverse repo rate at 100 basis points, the
repo rate was raised to 6.50%. Bank rate

was kept unchanged at 6% and CRR at

5% (even though emphasis was laid on
the medium term objective of achieving

the statutory minimum level of 3

percent).

1.4 External Sector Developments

On the external front, while exports
registered a growth of 20.50%, as

compared to 30.80% in the previous
year, imports rose by 33.10% as against

an increase of 37.30% in the
corresponding period last year.

Hardening of international crude oil

prices and import demand emanating

from a pick-up in domestic industrial

activity contributed to the import growth
observed. The country's foreign

exchange reserves stood at US$ 151.6
billion as on March, 2006, increasing

from US$ 141.5 billion US dollar at the
end -March 2005

1.5 Karnataka State Scenario:
Karnataka being the principal area of

operation of our Bank, the economic

progress of the State largely shapes the
growth of the Bank. The State witnessed

the trend of high economic growth during
2005-06 fiscal. For the year 2005-06 the

economy is expected to grow at 8.7% at
constant prices. The Primary sector is

expected to grow at 6.3%, Secondary

sector at 5.7% and the tertiary sector at
11.2%.

The annual Plan Outlay has been

enhanced from Rs. 12,852.82 crores in

2005-06 to Rs.16,166.00 crores in 2006-

07. The increase in Plan Size amounts
to 25.78%.

The inflation rate in Karnataka is
expected to be about 4.4%, which is

lower in comparison to 4.7%, the
expected rate of inflation for the country

during 2005-06. This would give impetus

for development by encouraging

investment.

For 2005-06 the revised estimates of

State's own taxes are Rs.19,504.80

crores as compared to the budget
estimate of Rs.18,680.16 crores. The
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main contributors to this performance
are State Excise, which is expected to be
Rs.3,375 crores and this is well above
the budget estimate of Rs.2,997 crores.
The State expects to end with a surplus
on revenue account and a fiscal deficit of
less than 3% of the GSDP this year.

2. REVIEW OF BANK'S OPERATIONS

2.1 Key Performance Indicators

SI. No.

1.

2.

3.

4.

5.

6.

7.

doDS^osSn* ^M^f^t Key Indicators

£d ̂  esd ( 5J3? 13 do. rttfcD ) PtW OTT (?. «bO<sl 3) Net Profit (Rs. in Crores)
CO V ^J
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H d 2FR Tier - 1 (%)
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Net NPA to Net Advance (%)

2005-2006

216.72

1.23

23.17

54.31

602.00

11.37

7.46
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0.74

2004-2005

206.26
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2.2 Income

The total income of the Bank increased

by 8.98% from Rs.1,553.78 crores at
March, 2005 to Rs. 1693.32 crores in

March, 2006. Interest income increased

from Rs. 1,173.87 crores to Rs. 1346.76

crores (14.73%).

The average yield on advances declined
from 8.64% in March, 2005 to 8.38% in

March, 2006, while average yield on

investments declined from 8.42% to

7.99% in the same period. Non interest

income decreased by Rs. 39.45 crores

(10.22%) from Rs.386 crores to
Rs.346.56 crores. The ratio of non-

interest income to total income stood at

20.47% as against 24.87% in the

previous year. Efforts are being made to

improve this ratio further, in future, by

undertaking cross-selling of products

and by handling of higher levels of

Government business.
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2.3 Expenses

The total expenditure (before provisions
and contingencies) increased by
13.91% , from Rs.1102 crores in 2004-

<35 (a fts1256.46 crores in 2005-06.
While interest expenses have increased
by Rs.112.06 crores (17.99%) the
operating expenses increased by
Rs.41.27 crores (8.62%) during the
current year. The average cost of
deposits declined from 4.96% in March,
2005 to 4.66% in 2005-06 due to higher
share of short term deposits .

2.4 Profit

While the operating profit has marginally
declined from Rs.451.66 crores in 2004-
05 to Rs.437.86 crores (3.06%) the net
profit increased from Rs.206.26 crores
to Rs.218.72 crores (5.07 %) The Return
on Assets (ROA) has decreased from
1.25% to 1.10% and the Return on
Equity (ROE) from 27.27% to 23.17%.

2.5 Capital Adequacy Ratio
The Capital adequacy ratio, as on
31.03.2006, stood at 11.37% as against
12.08% as on 31.03.2005, due to
increased asset base.

2.6 Dividend
Due to improved profit, the Board of
Directors propose to pay a dividend of
90% for the year 2005-06. This will
involve a pay-out of Rs.36.94 crores
including tax.

3. BUSINESS REVIEW
3.1 Deposits
The aggregate deposits of the Bank
stood at Rs. 16,178.53 crores as at the
end of March, 2006 thus recording a
growth of Rs.2,835.55 crores (21.25%).
Deposits under C & I segment and
Personal segment have increased by
Rs.1608.11 crores (28.18%) and
Rs.1,120.46 crores (16.81%)
respectively. The share of low cost
deposits has marginally declined
from 34.92% to 34.71%. The average
aggregate deposits grew by Rs.2,624.33
crores (22.10%) during the year
2005-06.
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