
Inclusive Growth

: | e ^  23^05^ o  f t g ?  3 T T O '  f t 7 | T

STATE BANK OF MYSORE
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State Bank of Mysore
(Associate of the State Bank of India)

Head Office, Bangalore - 560 254

NOTICE

The 51®* 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 Wednesday, 

theSth June, 2011 at 12.00 noon for transacting the following business:

T o  discuss and adopt the Report of the Board of Directors, the Balance 

Sheet and Profit & Loss Account of the Bank made up to the 31st March, 2011 

and the Auditors' Report on the Balance Sheet and Accounts.’

Bangalore 

30th April 2011

Dilip Mavinkurve
Managing Director
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REPORT OF THE BOARD 
OF DIRECTORS
To the State Bank of India, Reserve 
Bank of India and the Central 
Governnnent, 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 global scenario presents a 
mixed picture. While growth in 
emerging market econom ies (EMEs) 
remains strong, that in the US and the 
Euro area is now gaining momentum. 
However, the sharp increase in oil 
prices as a result of the turmoil in the 
Middle East and North Africa is adding 
uncertainty to the pace ef global 
recovery. The spike in oil prices 
coming on top of already elevated food 
and other commodity prices, has 
engendered inflationary concerns also. 
Inflationary pressures in EM Es are 
already high and headline iiiflation has 
risen noticeably in a number of 
advanced economies, especially in the 
Euro area and the UK. Consequently, 
an increasing number of EM Es have 
begun monetary tightening, while the 
debate on exit from the accommodative 
monetary stance has come to the fore in 
the advanced economies.

1.1.2. The most powerful earthquake of 
140 years and tsunami which struck 
Japan on Friday the 10*' March 2011 
caused massive damage; The losses/ 
damages from the disaster are 
estimated at more than US $ 300 billion. 
It is as yet too early to assess the 
macroeconomic consequences of the 
natural disaster in Japan. A s normalcy 
is restored, expenditure on 
reconstruction may also provide a 
boost to the economy. However, 
substitution of thermal energy for 
nuclear energy in Japan may exert 
further pressure on coal and petroleum 
prices.

1.1.3. Financial markets which were 
volatile during the year have become 
more orderly now. Equity markets have
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been volatile and gold and silver have 
recorded rapid rise and have breached 
Rs.20000 (per 10 gms) and Rs.60000 
(per Kg) respectively. Real estate 
prices have firmed up as has been the 
trend in several other countries. 
Liquidity conditions remained tight 
during the second half of the financial 
year but are now showing signs of 
improvement. Increasing optimism 
about the recovery has stabilised real 
estate prices although they are still 
some distance away from the pre-crisis 
peaks.

1.1.4. On the external front, growth in 
exports has been robust and the 
country has achieved a growth of over 
37% in exports, recording a 
merchandise export turnover of US $ 
246 billion during the year 2010-11, 
against a target of US $ 200 billion. The 
Reserve Bank maintained a balanced 
approach to provide adequate liquidity 
to the system.

1.1.5. Gross Domestic Product (GDP) 
growth is estimated at 8.5 per cent for 
2010-11. The area sown under the 
Rabi crop is higher than in last year 
which augurs well for agricultural 
production. Even as the index of 
industrial production (IIP) continues to 
be volatile, other indicators, such as the 
latest Purchasing Managers’ Index 
(PMI), direct arid indirect tax 
collections, merchandise exports and 
bank credit, suggest that the growth 
momentum persists. Lead indicators of 
services sector activity also remain 
robust. However, continuing 
uncertainty about energy and 
commodity prices may vitiate the 
investment climate, posing a threat to 
the current growth trajectory. In 
particular, the weak performance of 
capital goods in the IIP suggests that 
investment momentum may be 
moderating to some extent.

1.1.6. After a slight moderation in 
January, headline WPI inflation 
reversed in February 2011 
accompanied by a sharp increase in 
non-food manufactured products 
inflation. As expected, the food article 
prices have declined substantially
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since January 2011. Fuel prices remain 
high, reflecting the global trend, with 
potential for further rise. Significantly, 
non-food manufactured products 
inflation, an indicator of demand side 
pressure, rose sharply from 4.8 per cent 
in January 2011 to 6.1 per cent in 
February 2011 and continues to stay 
well above its medium-term trend. The 
acceleration was spread across 
manufacturing activities, indicating that 
producers are able to pass on higher 
input prices to consumers. Reserve 
Bank had projected year-on-year WPI 
inflation for March 2011 at 7 per cent. 
However, further upside risks have 
stemmed from high international crude 
prices, their impact on freely priced 
petroleum products, the increase in 
administered coal prices and pick-up in 
non-food manufactured product 
prices. The provisional March 2011 
WPI inflation at 8.98 per cent is 
substantially above the comfort level of 
RBI.

1.1.7. Reserve Bank had expressed 
concern about the widening of the 
current account deficit (CAD) and the 
nature of its financing. Going by the 
recent robust export performance, CAD 
for 2010-11 is now estimated to come 
lower than earlier expected, at 2.5 per 
cent of GDP. While the CAD has been 
financed comfortably this year, it is 
necessary to focus on the quality of 
capital inflows with greater emphasis 
on attracting long-term components, 
including foreign direct investment 
(FDI), so as to enhance the 
sustainability of the Balance of 
Payments (BOP) over the medium- 
term.

1.1.8. The performance of the corporate 
sector has picked up. Services sector 
activities have improved. Domestic and 
international financing conditions have 
eased considerably supporting 
domestic demand.

1.1.9. In the Banking sector, the growth 
in advances outpaced deposits growth. 
The growth in deposits as on 25'* March 
2011 stood at 15.84% as against the 
growth of 17.18% achieved in the 
previous year. However, on spurt in
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demand, Bank Credit grew by 21.38% 
during the same period, up from 
16.91% witnessed in the previous year. 
The indicative adjusted non-food credit 
growth for 2010-11 is expected to be at 
around 23 per cent as against 20 per 
cent projected earlier. Aggregate 
deposits of scheduled commercial 
banks are estimated to grow by 16 per 
cent as against 18% projected earlier.

1.1.10. While Reserve Bank of India 
has ensured sufficient liquidity in the 
market, it has effected certain changes 
in their policy rates during the year to 
rein in inflation/keep a vigil on the 
trends in inflation; to actively manage 
liquidity; to ensure that credit demands 
of productive sectors are adequately 
met and to maintain an interest rate 
environment consistent with price 
stability and financial stability 
simultaneously ensuring that growth is 
not hampered.

• Repo Rate: The repo rate under the 
Liquidity Adjustment Facility (LAF) 
which was at 5.00 per cent at the 
beginning of the year was raised 
seven times by 25 basis points at 
each instance during the year 
resulting in an increase of 175 basis 
points to 6.75 percent.

• Reverse Repo Rate: The reverse 
repo rate under the LAF at the 
beginning of the year was at 3.50 
percent and was hiked seven times 
during the year to 5.75 percent at 
the end of the year. The spread 
between repo and reverse repo is 
brought down from 150 basis points 
at the beginning of the year to 100 
basis points at the end of the year.

• Cash Reserve Ratio; Cash reserve 
ratio (CRR) of scheduled banks 
increased by 25 basis points from 
5.75 per cent to 6.00 per cent 
effective from April 24'", 2010.

• Statutory Liquidity Ratio:
Decreased by 100 basis points from 
25 per cent to 24 per cent effective 
from 18*" December 2010.

1.1.11. The overall monetary and 
liquidity conditions prevailing in the
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system reflect a monitory policy stance 
focussed on the necessity to contain 
inflation while at the same time 
accommodative for growth.

1.1.12. To sum up, growth of the 
economy in 2010-11 has the following 
features:

•  Agriculture and Allied Sectors are 
expected to grow at 5.4 per cent 
compared to 0.40 per cent in the 
previous year.

•  While the Index of Industrial 
Production (IIP) peaked at 15.02 
per cent in July 2010, it moderated 
thereafter; the average growth 
during April 2010-February 2011 is 
at 7.8 per cent, compared to 10 per 
cent in the same period previous 
year. The industrial growth has 
been showing a declining trend 
since August 2010.

• Inflation continues to be a concern 
and is moving around the 9% mark.

• Exports, which witnessed negative 
growth during 2009-10, showed an 
impressive growth of over 37 per 
cent.

•  Deposit growth was lower than 
estimates partly due to 
maintenance of higher balances by 
the Government of India, with RBI, 
for major part of the year. This also 
resulted in Bank credit outpacing 
deposit growth.

•  Gross Domestic Product (GDP) 
growth is estimated at 8.5 per cent.

1.2. Economy of Karnataka

1.2.1. Karnataka is the eighth largest 
state in terms of geographical area in 
the country. The state is the largest 
producer of coffee, raw silk and 
sandalwood and also adding
considerably to the horticulture
production of the country. The major 
manufacturing industries in the state 
include sugar, paper and cement. 
Cottage and mineral based industries 
also add a good percentage of
revenues to the state.

1.2.2. Karnataka has become one of the 
country’s global economic players


