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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. MANAGEMENT DISCUSSIONS
AND ANALYSIS

1.1 Macro Economic Scenario and
Banking Environment

1.1.1. The Indian economy has moved
to a higher growth'phase with growth in
GDP at market prices exceeding 8% in
the past 4 years. As per advance
estimates, the rate of growth of Gross
domestic product is estimated at 8.7%
during 2007-08. This represents a
deceleration from the higher growth of
9.4% and 9.6% respectively in the
previous two years. While the growth
trend was supported by acceleration in
domestic investment and savings rate,
the inflationary trends in the last quarter
of the year 2007-08 effected a downward
gear shift. The rise in inflationary trends
is attributed to global hardening of
commodity prices and upsurge in capital
inflows. Appreciation of Rupee by 10%
during the year, resulted in slow down
in Consumer Goods Industry and
Infrastructure, both physical and social,
and the same remains a concern area.
On the demand side, the growth
acceleration has been driven by
investment and supported by private
consumption. External trade, in terms
of the balance on goods and service
traded, played an insignificant role. The
economy is likely to remain domestic
demand driven in the medium term.
While the anticipated growth in industry
is at 8.9%, services sector is expected
to register a growth rate of 10.7%.
Agriculture growth is anticipated at 2.6%
down from 3.8% in 2006-07.

1.1.2. Industrial Production accounts for
about a fifth of the country's economy.
For the first 11 months "of 2007-08,
industrial growth stood at 8.7% against
11.2% a year earlier. The manufacturing
sector which has the highest weight of
around 80% of Index of Industrial

4

© STATE BANK OF MYSORE


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

SANSCO SERVICES - Annual Reports Library Services - www.sansco.net

Tode T 5388 aftfes I ANNUAL REPORT 2007 - 2008

WIRAWB T B Fw,BOWOT D&,*
20083 B3 Be. £.0TT By, 0. $TS
&OOT IRF T Be. 098,08 FRZ0INVN, .

0.0.8 IxF SOO&—OCSUQ ﬁooﬁwz 507@@6
neQ ‘Rwr B3 § A7 T oI BRFFIOD
Dy, FADERWR. ITE  I00STLR
A WROWTTOIOT  J0EE oNT. VT
Je0 TorERd Be3T TF), BeRE W,
(ST a&fae%cs Bed 8NB. Bookos
Rom,IneR STy O S00%-02.8033¢
BRBDERS .

0.0.9 IR 2002-063Y, eedey TFH s
03N NFF BWOTNE é%dc; Be. 25.60%y,
DR TP, TET THRF QB OTRODY, AT
Be. 939 SN .. SN Je. 20.0 da”%
BRI R I3 Be. f)%ﬁ..‘)z?ﬁ
BreDATOR A BRR, JwR,NBD,. o
B Be. £.00@, TNy TOH
N ST IP Y DD IET
IRFT Je. 30.&% Bredmon 3¢ 288
B, ﬁza%z:’@. AR R, FHWNY de.
G LN, ATIDOT Wedd mémdcsg LIRS
Q0T- 8%0w0° 008 THEBR L. B WO
O30, AT, OB NS BRTB B0 0ER 0N,
D&, - BROWT J00LT B[R |
%0.2. VOB 030. T, WOBRLNY Bo.

0.0.8 DTede ATHDH wereonsh 0004
VOB 00T, BOTONIRY, ézsbuﬂ
Wi, A0F.2 DOODT 03N QR WOT®
ReoBR). OIN.OF. POTNY &My we
TODVOTW  BRITOOW 6_33’9@6 B2, 0030,
BREF 90023 B[edR obo.oF. wWoodR
Be. €.20 SR, BT B30, B, 003
TROTT, %@ron‘ﬂ@ﬁ BRTDOD wfa@é 3e,
¢.08 a&:@i =T 0D R e 0.68 d"‘mu
Bz OWB0. VWS 0RBRE AR 030
WRERTBOBR SRB TRODE PENID.

0.0.L 56 [N .500@5?% T WBINS
IR Be. .‘)O.&Cf&&d. SOO@.-O&%OS
(3. 20.8) am IAD. <BE B[AF
_‘)OOCS—OE"(‘SQ, "admd. e, O doT O?._.?%ﬁﬁ
AeNBRPPF oD ooz edRTRNG.
BBRRWI3 mséz:b msoﬁom} BeBeIned
B DR Be. 0.9 TR, B NS, I$T ITE
Be. 99.8. TR, ézs%ﬂz:ga@.

F-wralt 2008 F 9.1% 7% e gon f
a9 FE 12.2% @ |

1.1.3 ¥ 2007-08 ¥ &RM “F9 TZH FERE”
¥ FROr g g A il ff e o oiv ad
2008 ¥ off Tt @ B AR | T AW H
Frater w3 T e gl B gt feee
3 | Trits g o @ g fafa ad 2006-2007
SRR RS

1.1.4. 7 2007-08 ¥, qva fafa sl 2007 @
FE 2008 % ¥ g TE ST K 22.8% T a1
afe g8 fige o, @ff smfy § 2304 7%
gied gom o | 3° Imar § 9.8% H 3 F
o s ¥ fiss o & 25.0% M gem
30.1% H I g T AR dom awEE |

35.3% &1 3% g vats o gd 21.3% IR &
ff N Fo ST Iy % B 88% AT T |

oRUTRERY qug egord ", aie-fEm

2006 % 50.3 il g 7o SR @ -k
2007 & 66.5 fafoam g @ e a% faega gaml

1.1.5 faht faftma swfafet 7 110.5 Rlom
7 W@ o & Ife g% frad amfafai 309.7
fafoaT g wa TR a% g | g @ IR F
ffafer qga 7e I § SUd AeEy g |
ZfoaT, AT 2007 ¥ &R W g @ IR F G
9.61% T T 3 Hfer 8.85% IR A 4
& ftt 0.95% % ghed g3 WG FU & T
afEre 7 ga | '

1.1.6 751 oTaft 1 3fig 28 AT 2008 T HAT
20.7% T W S 2006-07 & (21.3%) ft e
&R W 7, W T& 2008-09 H 17-17.5% & HiR
o 4 1 e & | i ¥ A g
swiatt # 21.0% B Iy g Efw oo of

2.3% $ 3fs g8 oft |

Production, grew at 9.1% in April-
February 2008 as compared to 12.2% a
year earlier.

1.1.3 Consequent to the 'Sub Prime
Crisis', the US economy has slowed
down in 2007-08 and the same is
expected to continue during the year
2008. There is a direct impact both on -
the demand for country's exports and
the value of imports.  Our exports to
the US have already slowed down in
2006 and 2007.

1.1.4 The merchandise exports, in 2007-
08, rose by 22.8 % in US dollar terms
during April'0O7 - February'08 as
compared to 23.2% in the corresponding
period of the previous year. Import
growth was higher at 30.1% as

‘compared with 25.2% in the previous

year mainly on account of growth of
9.8% in oil imports. Non-oil imports, on
the other hand, increased by 35.3% as
compared with 21.3% a year ago and
accounted for nearly 88% of the growth
of total imports. As a result, the
merchandise trade deficit widened to US

-$ 66.5 billion during April-December

2007 from US $ 50.3 billion in April-
Dec. 06.

1.1.5 Foreign exchange reserves
increased by US $ 110.5 billions to reach
US $ 309.7 billions. Rupee strengthened
due to heavy inflows of US Dollar. Over
the end-March 2007 level, the rupee
appreciated by 9.61% against the US
Dollar, by 8.85% against the Pound
Sterling and by 0.95% against the
Japanese Yen, but remained unchanged
against the Euro.

1.1.6 Money supply growth remains at
around 20.7% as on 28th March 2008 .
which is lower than 2006-07 (21.3%)
but is projected to be contained within
17-17.5% during 2008-09. Aggregate
deposits of Scheduled Commerciai
Banks increased by 21.2% compared to
22.3 % during the previous year.
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1.1.7 In order to control inflation,
Reserve Bank of India hiked the Cash
Reserve Ratio on four occasions from
6.25% to 7.50%. Repo was last hiked
on 31st March 2007 to 7.75%. RBI's
policy stance continued to be
maintaining appropriate liquidity to meet
legitimate credit requirements with focus
on price and financial stability and
curtailing inflation.

1.1.8 Benchmark Prime Lending Rates . .
(BPLRs) of PSBs increased by 25-75
basis points from a range of 12.25-
12.75% to 12.50-13.50%.

1.1.9 Non food credit of Scheduled
Commercial Banks expanded by 21.6%
year on year as on March 28th, 2008 as
against 28.1% during the previous
year.

1.2 Karnataka State Scenario

1.2.1 Karnataka, India's 8th largest State
in terms of geographical size (191791
square km) is home to 5.28 crore people
(2001 Census) accounting for 5.1% of
India's population and approximately
5.5% of the GDP of India. The state is
one of the top five industrialized states
in the country. In more recent times,
Karnataka has emerged as the
"Knowledge Capital" of the country. The
concentration of IT related industries,
Bio-Technology, BPOs and IPOs
combined with strong research and
development institutions and a large pool
of trained manpower have ensured for
the state a sustainable competitive edge
in the country's Industrial scenario.

1.2.2 Hailed as the "SILICON VALLEY
OF INDIA", Karnataka étands first in the
country for export of software. Karnataka
state being the principal area of
operation of our Bank (81% of our
branches are located here), the
economic progress of the State largely
shapes the growth of the Bank. For the
year 2007-08 the overall real growth in
Gross State Domestic Product (GSDP)
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is anticipated to be around 7% in real
terms, (Inflation assumed at 4%). The
Primary Sector is expected to grow at
4.4%, Secondary Sector at 5% and the
Tertiary Sector at 8.7%. According to
advance estimates of 2007-08, the
Primary Sector contributes 19.10% to the
GSDP, the Secondary Sector and the
Tertiary Sectors contribute 25.20% and
55.70% respectively.

1.2.3 The Annual Plan Outlay has been
enhanced by 22% from Rs.17,782.56
Crares in 2007-08 to Rs.21,751 Crores
in 2008-09 of which Rs. 2,749.46 Crores
comprises the outlay under central sector
plan schemes.

1.2.4 State has accorded priority for
increased food grain production by
increasing the area under High Yielding
Varieties Programme in Rice, Pulses,
Maize & Oil Seeds. Soil conservation
and afforestation are also given
importance.- A total of 16.80 Lac
hectares has been covered under
National Horticulture Mission. The
industrial sector achieved growth of 8%
in 10th Plan period.

2.REVIEW OF BANK'S OPERATIONS

2.1 Market Share and Business Growth

2.1.1 A performing and growing
organization is identified by the growth
in its market share on a continuous and
sustained basis. The business levels of
the Bank, both under deposits and
advances and consequently the market
share have been registering impressive

2 Q 0IRNG. 283 6,0 o Esy & Am ?«PFﬁ & 9% %1 A TR AR am growth as under:
$9NTo8 DOV, feen fArTgER 72 7 - (4061 Be.19¢ . HIS § Rs. in Crores)
Sme a9 Year 2004 2005 2006 2007
Lty Sessesnied ST SIS Aggregate Deposits 10860 13343 16179 21395
Se. v I TR Percentage of growth 23.52 22.86 21.25 32.25
Be. INTBE, T TSN fewT Market share % 0.71 0.76 0.77 0.82
i Boondns F@ MMM Total Advances 6632 9125 12063 16772
Be. o0 3 Ffdadl Percentage of growth 19.50 37.58 32.21 39.03
Be. B3y wwes TSKI &A1 Market share % 0.77 0.80 0.81 0.87
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2.1.2 The continuity in growth is ensured
during the current year also and the
deposits reached Rs.26781 Crores with
a growth of Rs. 5386 Crores at 25.17%.

" Advances are at Rs.21315 Crores

recording a growth of Rs.4543 Crores at
27.08%. Going by the trends in ASCB
growth up to 28th March 08 during the
current year, the levels of business are

‘expected to result in a market share of

0.84% in deposits and 0.91% in
advances as of March, 2008.

2.9 TFBoH Ba3 03N 2.2 fafire wafa q=i= 2.2 Key Performance Indicators
3,054, . . ]
SLNo. Bosm, 03 Juafedai Key Indicators 2007-2008 2006-2007
1. IF G oy (Broce3 B, n¥Q) = @07 (5. HAST #) Net Profit (Rs. in Crores) 318.86 249.23
2. oA 1Y @ $30 A R @D Return on Assets (%) 1.08 1.10
3. A, Hedonts I,80 Tl W FH@D Return on Equity (%) 23.14 21.84
4. m;j - 5T VTS HI-AY IFUId Expenses-Income Ratio (%) 52.08 54.38
5. T, #eoS 1ios (Gw. YY) HieEIR 31 (8.5) Earnings per Share (in Rs.) 885.72 692.30
6. 280, BOONBRON bd) Dy ,0b & Y wFTI (BR. 1YY )
ke A A @ W di T (5.H)
Gross NPA to Gross Advances (%) 1.68 2.29
7. /Y Swonznen aase;a%ow e, v o7 Tt & e g d.e. (%)
Net NPA to Net Advance (%) 0.42 0.45
9.9 =m0 2.3 9™ 2.3 Income
DR8I i), BoDY e RL.OVOR,  FF i o Y H37.14 % H a'ﬁg §§ st The Total Income of the Bank increased
CRHQERNG.  BRE 00239, 9907 F 7. 2,126.71 IS A 9@ A 2008 by 37.14% from Rs.2,126.71 Crores at
2,0k.20 3 CRWANNWAG, & 9653 G aw ogdt ik = ama,  March, 2007 to Rs. 2916.53 Crores in

BROD TFE J00CTY 0L
doctd Cw.nenRedd. | w8 smOdY
0,228 .96 Boetd SR.NYoE I9EP.90

&. 1,776.49 At A T.2,494.40(40.41%) FIe
% 3T g5 1 TR omty § Afm A ofwa

March, 2008. Interest Income increased
from Rs.1776.49 Crores to Rs.2,494.40
Crores (40.41%). The Average

Booeed m.nw’% (se.@o.m)
ézsawr\d. Rooneny DedI
ROORD NP0 JReFs 9002

u% Ciarlens gr«sarm TOTAL INCOME

GQ% Je. G008 [RWEE ™
200689 3e.00.0F snT. atde
OBOODY, DI eewING Foo @

%0 nes $e.6.05.00% e QS.OO%

‘Interest from

Interest from
Adv.

Others

Treasury income

Yield on Advances increased
from 8.92% in March, 2007 to
10.19% in March, 2008, while
Average Yield on Investments
declined from 8.03% to 8% in
the same period. Non interest

QOBIRA. 0B 03T B . ] Income increased by Rs.
[} mission

ohT 2060 Feesrivam N (inc!. Govt 71.91Crores (20.53%) from
(Be. 20.%2.) 8%0.9 B3 B Comm) Rs.350.22 Crores to Rs.
noos ot 999.08  dwoets 5:2?:2?;() 422.13 Crores. The ratio of
de.neR  L08. W 03e3T Others Non-interest Income to Total
BTRONT  OTWIF) W, Income stood at 14.47 % as
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