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State Bank of Mysore

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

NOTICE

The 47th 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 Monday,
the 28th May, 2007 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 31st March, 2007 and the Auditors’ Report on the Balance

Sheet and Accounts,

P.P. Pattanayak

Managing Director

Bangalore
Dated : 12th April, 2007
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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 witnessed a robust
growth and as per advance estimates, the
rate of growth of Gross domestic product
is estimated at 9.2 percent during 2006-
07 compared to 9 percent in 2005-06 The
acceleration in the growth of GDP was
driven by the momentum in the
manufacturing and service sectors. While
industry recorded growth of 11.1 percent
upto Feb 2007, services sector registered
11 percent. However, agriculture growth
has slowed down to 2.7 in 2006-07
percent from 6 percent in 2005-06.

Money supply growth increased from 17
percent as at the end of March 2006 to
20.8 percent at end March 2007, but is
projected to be contained within 17-17.5
percent during 2007-08. Aggregate
deposits of scheduled commercial banks
increased by 23 percent compared to 18.1
percent during the previous year.

Non food credit of scheduled commercial
banks expanded by 28 percent as on
March 30, 2007 as against 31.8 percent
during the previous year.

Forei‘gn exchange reserves increased by
US $47.6 billion during 2006-07 to
US$199.2 billion. Rupee strengthened
due to heavy inflows of US Dollar.

In order to control inflation, Reserve Bank
of India hiked the repo rate five times
during the last fiscal from 6.50 percent to
7.75 percent and the Cash Reserve Ratio
on three occasions from 5 percent to 6.5
percent. RBI's policy stance continued
to be maintaining appropriate liquidity to
meet legitimate credit requirements
consistent with price and financial

stability.
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1.2 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. For the year
2006-07 the economy is expected to grow
at 8% in real terms. The Primary sector
is expected to grow at 2%, Secondary
sector at 9.9% and the tertiary sector
at9.2%.

The annual Plan Outlay has been
enhanced from Rs.16, 166 crores in
2006-07 to Rs.17, 782.56 crores in
2007-08. The increase in Plan size
amounts to 10%.

For 2006-07 the revised estimates of
State’s own taxes are Rs.26, 691.17
crores as tax revenue and Rs. 1,857.10
crores as non-tax revenue. The main
contributors to this performance are State
Excise, which is expected to be Rs.4, 400
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

°S|NT To02%, 0TS Suafz=Er Key Indicators 2006-2007 2005-2006

1. 0% v ooy (deew o, niwd ) e @ (2. #IET §) Net Profit (Rs. in Crores) 249.23 216.72
2. ©2 1i¢ &, 83 AEN T HFeM Return on Assets (%) 1.10 1.23
3. R, Weoony B,35© A W U@ Return on Equity (%) 21.84 23.17
4, dz;d - 5T 00 2oz HY -3 FIT Expenses-Income Ratio (%) \ 54.38 54.31
5. T8 K0T M98 (T, N9 ) TR 315 (8.5) Earnings per Share (in Rs.) 692.30 602.00
6. 8%, By edn 82 NN LOBTHYE LRI (AT aET)

Fiiawgh e iU (HieTReAT)

Capital to Risk Weighted Assets Ratio (CRAR) (%) 11.47 11.37

% O ZFR Tier - | (%) 6.62 7.44

5o T Tier- Il (%) 4.85 3.93
7. Y FOONBROK DT 8 Ay o wa, 7io IS S § e Tl g,

Net NPA to Net Advance (%) 0.45, 0.74

5.9 e300 REILL 2.2 income

méoﬁs WD, BTWODIY zﬁe._‘)&.@ooa%
©RT O CARAT. [RFE 200LTY
0,209.93 gpees SRR ORATNT,
£3TRONT) WeWFF 002 UQ 9,09:.20

I % go o ¥ 6412 K 3 E o=
2006 F ®. 1,682.43 FSr T T@H AFH 2007
TR T 2,12671 WS T | =W AW,

The total income of the Bank increased
by 26.41% from Rs.1,682.43 crores at
March, 2006 to Rs. 2,126.71 crores in
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March, 2007. Interest income increased
from Rs.1,347 crores to Rs.1,806 crores
(34.08 %).

The average yield on advances increased
from 8.38% in March, 2006 to 8.92% in
March, 2007, while average yield on
investments declined from 7.99% to
7.77% in the same period. Non interest
income decreased by Rs. 14.75 crores
(4.39%) from Rs.335.67 crores to
Rs.320.92 crores. The ratio of non-
interest income to total income stood at
15.09% as against 19.95% 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.

2.3 Expenses

The total expenditure (before provisions
and contingencies) increased by 32.99%
from Rs.1,244 .57 crores in 2005-06 to
Rs. 1,655.13 crores in 2006-07. While
interest expenses has increased by
Rs.357.82 crores (48.68 %) the operating
expenses increased by Rs.52.74 crores
(10.35%) duﬁng the current year. The
average cost of deposits increased from
4.66% in March, 2006 to 5.30% in
2006-07 due to increase in interest rates
on term deposits.

2.4 Profit

While the operating profit increased from
Rs.437.86 crores in 2005-06 to Rs.
471.58 crores (7.70%) in 2006-07, the net
profit increased from Rs.216.72 crores to
Rs.249.23 crores (15%) The Return on
Assets (ROA) decreased from 1.23 % to
1.10% and the Return on Equity (ROE)
from 23.17 % to 21.84%.

2.5 Capital Adequacy Ratio

The Capital adequacy ratio, as on
31.03.2007, stood at 11.47% as against
11.37 % as on 31.03.2006.

6
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March, 2007. Interest income increased
from Rs.1,347 crores to Rs.1,806 crores
(34.08 %).

The average yield on advances increased
from 8.38% in March, 2006 to 8.92% in
March, 2007, while average yield on
investments declined from 7.99% to
7.77% in the same period. Non interest
income decreased by Rs. 14.75 crores
(4.39%) from Rs.335.67 crores to
Rs.320.92 crores. The ratio of non-
interest income to total income stood at
15.09% as against 19.95% in the previous
year. Efforts are being made to improve
this ratio further, in future, by undertaking
gross-selling of products and by handling
of higher levels of Government business.

2.3 Expenses

The total expenditure (before provisions
and contingencies) increased by 32.99%
from Rs.1,244.57 crores in 2005-06 to
Rs. 1,655.13 crores in 2006-07. While
interest expenses has increased by
Rs.357.82 crores (48.68 %) the operating
expenses increased by Rs.52.74 crores
(10.35%) duﬁng the current year. The
average cost of deposits increased from
4.66% in March, 2006 to 5.30% in
2006-07 due to increase in interest rates
on term deposits.

2.4 Profit

While the operating profit increased from
Rs.437.86 crores in 2005-06 to Rs.
471.58 crores (7.70%}) in 2006-07, the net
profit increased from Rs.216.72 crores to
Rs.249.23 crores (15%) The Return on
Assets (ROA) decreased from 1.23 % to
1.10% and the Return on Equity (ROE)
from 23.17 % to 21.84%.

2.5 Capital Adequacy Ratio

The Capital adequacy ratio, as on
31.03.2007, stood at 11.47% as against
11.37 % as on 31.03.2006.
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March, 2007. Interest income increased
from Rs.1,347 crores to Rs.1,806 crores
(34.08 %).

The average yield on advances increased
from 8.38% in March, 2006 to 8.92% in
March, 2007, while average yield on
investments declined from 7.99% to
7.77% in the same period. Non interest
income decreased by Rs. 14.75 crores
(4.39%) from Rs.335.67 crores to
Rs.320.92 crores. The ratio of non-
interest income to total income stood at
15.09% as against 19.95% 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.

2.3 Expenses

The total expenditure (before provisions
and contingencies) increased by 32.99%
from Rs.1,244 57 crores in 2005-06 to
Rs. 1,655.13 crores in 2006-07. While
interest expenses has increased by
Rs.357.82 crorés (48.68 %) the operating
expenses increased by Rs.52.74 crores
(10.35%) duﬁng the current year. The
average cost of deposits increased from
4.66% in March, 2006 to 5.30% in
2006-07 due to increase in interest rates
on term deposits.

2.4 Rrofit

While the operating profit increased from
Rs.437.86 crores in 2005-06 to Rs.
471.58 crores (7.70%) in 2006-07, the net
profit increased from Rs.216.72 crores to
Rs.249.23 crores (15%) The Return on
Assets (ROA) decreased from 1.23 % to
1.10% and the Return on Equity (ROE)
from 23.17 % to 21.84%.

2.5 Capital Adequacy Ratio

The Capital adequacy ratio, as on
31.03.2007, stood at 11.47% as against
11.37 % as on 31.03.2006.
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