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30 &9, 2013 ﬁg
State Bank of Mysore

(Associate of the State Bank of Inda)
Head Office, Bangalors - 550 264

NOTICE

The 53™ Annual Ganeral Mesling of the Sharsholders of Stats Bank of
Mysors will ba held at the Jnana Jyothl Auditorum, Cendral College Campus,
Palace Road (Opp. Cauvery Guest House), Bangalore - 580 (001 on Tuesday,
thed" Juns, 2013 at11.30a.m foriransaciing the following buelnese:

"To discuss and adopt the Report of the Board of Directors, the Balance
Sheat arnd Profit & Loss Account of e Bank made up ko b 315t March, 2013
and the Audltors’ Report on the Balanca Sheet and Accounts.”

Bangalore Sharad Sharma
30th Aprdl 2013 Managing Director
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REPORT OF THE BOARD
OF DIRECTORS

To the State Bank of India, Reserve
Bank of and the
Government, in terms of Section 43(1)
of State Bank of India (Subsidiary
Banks) Act, 1959.

India Central

1. MANAGEMENT DISCUSSIONS
AND ANALYSIS :

1.1 Macro Economic Scenario and

Banking environment

1.1.1. Global economic developments
over the last few months present a
mixed picture. US macro-economic
prospects are clouded by the
uncertainty surrounding the temporary
appropriations and the debt ceiling. In
the Euro area, plagued by contingent
risks of political uncertainty and
adjustment fatigue, GDP shrank for the
third successive quarter in Q4. Though
some and

emerging developing

economies (EDEs), including China,
are gradually returning to faster growth,
activity is slowing in others, hobbled by
weak external demand and slack

domestic investment.

1.1.2. India's gross domestic product
(GDP) slowed significantly this year,
dropping to 5.5 per cent in the first
quarter, and dropping even further to
5.3 percent in the second quarter. GDP
growth in Q3 of FY 2013, at 4.5 percent,
was the weakest in the last 15 quarters.

1.1.3. The Central Statistics Office
(CSO) has projected GDP growth for
2012-13 of 5.0 percent lower than the
Reserve Bank's baseline projection of
5.5 per cent set out in the Third Quarter
Review, reflecting slower than expected
growth in both industry and services.

1.1.4. The year on year Wholesale Price
Index inflation edged up to 6.8 per cent
in February 2013 from 6.6 per cent in
January,

essentially reflecting the

4
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upward revisions effected to
administered prices of petroleum
products. On the other hand, non-food
manufactured products inflation, and
its momentum, continued to ebb
along the trajectory that began in
September 2012, enabled by
softening prices of metals, textiles,
and rubber products. Retail inflation
continued on the upward path that set
in from October 2012. The divergence
between whole-sale and consumer
price inflation continued to widen
during the year.

1.1.5. With the RBI's policy of altering
only the Repo rate, Banks are unlikely
to immediately cut deposit and
lending rates, but may think to cut the
rates in the next financial vyear.
Liquidity in the Banking system is tight
in the run-up to the financial year-end.
However, further rate cuts and
continuous monetary easing through
open market operations will continue
to support the bond market and the
yields are expected to stabilize at
lower levels.

Repo Rate: Reduction of Repo rate
under the Liquidity Adjustment Facility
(LAF) by 25 basis points from 7.75 per
cent to 7.50 percent was effected in a
bid to cut the cost of funds of Banks,
which is further lent to productive
sectors of the economy.

Reverse Repo Rate : The Reverse
Repo rate under the LAF subsequently
stood adjusted to 6.5 per cent and the
marginal standing facility (MSF) rate
and the Bank Rate to 8.5 percent.

Cash Reserve Ratio : The reduction of
cash reserve ratio (CRR) of Banks by
25 basis points, effective from
February 9 and open market
purchases of ¥ 2,000 crs since
February have enabled money market
rates to remain anchored to the policy
Repo rate.

Statutory Liquidity ratio : SLR has
remained unchanged at 23 per cent
w. e. f. 11.08.2012.

© STATE BANK OF MYSORE
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1.1.6. To sum up, growth of the
economy in 2012-13 has the following
features :

¢ Growth has been accelerated
significantly on the domestic front,
even as inflation remains at a level
which is not conducive for
sustained economic growth.

* Despite notable softening of non-
food manufactured products
inflation, food inflation remains
high, driving a wedge between
whole sale price inflation, and is
exacerbating the challenge for
monetary management in
anchoring inflation expectations.

¢ Macro-economic priorities on the
domestic front would be to 'raise
the growth rate, restrain inflation
pressures and mitigate the
vulnerability of the external sector '.

¢ The composite Purchasing
Managers' Index (PMI) declined in
February, largely reflecting slower
expansion in services.

¢ Gross fiscal deficit (GFD)-GDP
ratio, at 5.2 per cent, was contained
around its budgeted level, mainly
by scaling-down plan and capital
expenditure.

* Policy stance emphasizes
addressing the growth risks, the
head-room for further monetary
easing remaining quite limited.

1.2. ECONOMY OF KARNATAKA

1.2.1. Karnataka economy is largely
service oriented with the agricultural
and industrial sectors also contributing
substantially. The State is the largest
producer of coffee, raw silk, and
sandalwood in the country and also
adds considerably to the horticulture
production. The major manufacture
oriented industries in the State include
sugar, paper, steel and cement.

1.2.2. Karnataka's state capital
Bangalore is considered the Silicon
Valley of India. Several IT companies
have their offices in Bangalore.

6
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1.2.3 Ffed & THe W] A H
gafgae (@ 2004-05) é:ﬁa?rm
R e A E 2 e i
refeael 5.9 YAV T i TUEAT
2 3t ¥E wemy faditg e 2013 #
33,03,444 Hig (Ot af 2012 &
32,86,410 HAS T qEHV) & Ug oM
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Hr gwtar W & B oaw 2013
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af g # fPufy 2 & aeee o
FY wd ouit &= ¥ fa<dig af 2012
F —2.2% & Ufd fO<dftg af 2013 &
8.9% T g T forad 1.8% gfg <@t
T o o 2013 & foro St
Tued # Hf wd syl gEr |
15.3% SeNTT & & g 25.9 Ufdvr, dar
&7 ¥ 58.8 Ufdvra @l

1.2.4 TSI & I fo<itg o 2008 &
¥ 25,987 &S & T fadid 9% 2013
T 351,821 HUS Al UR & forar =it &
gl afNe Teddt < H 14.8
gfave (Hiusfem) w@n siEdt & faam
=g & e # Aeaqul guw germ
ot af 2008 & 10.51 U9 i
g ¥ fasftg @ 2013 # 12.89
Uiy S MU Wafh ST A T
VAT 1.93 Ufaod & 1.44 yfivd d&
fim

125 TN d% & =aaE famg
FArewh it refergwer W agd Aifgs
At wwr © wifE 82.2% 2@
FAed A wd W W T ('
31.03.2013 & AR 780 ¥ 641
2mE) fasdg o 2014 @1 T9E EHR
g T g 7 oft T 1,17,005 HUS
=T graene A ywr & A sl
& forw td Tt fafams st &
o a7 faw o & o R fofig o
2013 & T 1,02,742 HUS Tl
TIFEMT &t g ¥ 13.88 FfAya e
TR T gEER WS
gfagret 9 & oo, g, W9
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far 81 S wew & fore sfe fawr
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1.2.3. Advanced estimates of
Karnataka's Gross Domestic Product
(GSDP) at constant (2004-05) prices
show that the State economy s
expected to grow at 5.9% and reach
I 3,03,444 crs in FY 2013 (from
X 2,86,410 crs in FY 2012). Karnataka's
economy is showing encouraging
trends due to the strong service sector,
which grew by 8.9% in FY 2013.
Despite the drought situation prevailing
from last year, the agriculture and allied
sector has achieved a growth rate of
1.8% in 2012-13 against -2.2% in FY
2012. The composition of GSDP for FY
2013 is 15.3% from Agriculture and
Allied Activities sector, 25.9% from
Industry sector and 58.8% from service
sector.

1.2.4. The State's own tax revenues
increased from ¥ 25,987 crs in FY 2008
to ¥ 51,821 crs during FY 2013 at a
compound annual growth rate (CAGR)
of 14.8%. The share of development
expenditure in GDP has significantly
increased from 10.51% in FY 2008 to
12.89% in FY 2013, while the share of
interest payments has declined from
1.93 % to 1.44%.

1.2.5. The business growth of our Bank
depends to a large extent on the
Karnataka economy, since 82.2% of
branches (641 out of 780 branches as
on 31.03.2013) are located in
Karnataka. The budgetsize and State
Plan FY 2014 envisages a total
expenditure of ¥ 1,17,005 crs on
various development activities and
regulatory functions of the Government,
which is an increase of 13.88% over the
budget of ¥ 1,02,742 crs of FY 2013.
The Government has given special
thrust on infrastructural facilities such
as Energy, Roads, Railways and
Dhabhol-Bangalore Gas line project.
Substantial investments are being
proposed in the city of Bangalore.
Construction activity through-out the
State, and investments by reputed
industrial groups will offer good growth
opportunity for the Bank.
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2. REVIEW OF BANKING OPERATIONS
2.1. Market Share and Business Growth

2.1.1. The business levels of the Bank
and the position of market-share in
recent years are furnished hereunder.

R geeune®) (X FIE H) (Z in crores)

5.0 Fnr 3 Saprog, 31 HT I FHTH AW, Year ended 31st March, 2009 2010 2011 2012 2013
W), 3eIend e ST Aggregate Deposits 32,388 38,437 42,779 49,663 56,712
ge. wug0 g Hi W@ Percentage of growth 20.94 18.68 11.30 16.09 14.19
Be. BRTHBE e ATIRI few@T Market share % 0.84 0.86 0.79 0.78 0.83*
2 Fooori@nes FA ARM Total Advances 25880 | 29,874 | 34,442 | 40,653 | 45,981
ge. wugo g i Aaw@dr Percentage of growth 21.42 15.43 15.29 18.03 13.11
Se. BRTHE swed AWRI few@T Market share % 0.93 0.92 0.87 0.85 0.85*

* 22.03.2013005 2.0%.4.20.7 Feedd % 22.03.2013 3 TAR TCTHET ASCB as on 22.03.2013

2.0.9. w»os3 BeRednY  W3PTEBROIW
BOFE SHE O00ATY  BOOTZOLT,
2.8 Besedned Je. OV.08 TR, word X
2,096 Boees 39N ﬁo@d%, TR0
BOCLODTY, BLORTY. Y, WHONBERW
3e.02.00 TR, ©oud T 8,296 Bpees
B[R BoR, T PBETO Brocesod),
3T, 92.08.9008 ToB, BeRednYS)
méoés m&s% T 00T TRE 0.28%
00T B NmFE O.QS&%% éag%ﬂﬁrao@d
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BNOTRZODT.
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21.2. % ¥ faftw af 2013 & o
famrg & fRawr 3t € @ Fo s
356,712 Hig W UHr B A F
7,049 HAS I f5 g8 9 14.19% HT
gfy eutdl 21 HoT WA T 45,981
Fs & T W wgar aH 35,328
FAS f afE g8 W 13.11% & ghs
Tofar ?1 22.03.2013 & AT &
TR U7 T AR REr 0.78% &
0.83% & Wel dfch STUW T AT
e 0.85% WX & &

2.2 fatarse Suafea g=arw

2.1.2. The Bank has seen continuity in
growth during FY 2013 also, with
aggregate deposits reaching a level of
% 56,712 crs, a growth of X 7,049 crs over
the previous year, at a rate of 14.19%. The
total advances have reached a level of
%.45,981 crs recording a growth of X.5,328
crs over the previous year, at a growth rate
of 13.11%. As on 22.03.2013 the Bank's
market share of Deposits increased to
0.83% in the current year from 0.78% in
the previous year though, Bank's market
share of Advances remained static at 0.85%

2.2 Key Performance Indicators

§.S~|o.§f. Sooam,oaney ST Key Indicators 2010-11 2011-12 2012-13

1. IR ooy (X Speurnvd) Tee o (X e H)

Net Profit (X in crores) 500.62 369.15 416.10
2. s3I BePe ATEHT TR Ffdes (%)

Return on Assets (%) 1.03 0.67 0.66
3. AR, Recont? Bege el R AT (%)

Return on Equity (%) 16.17 10.82 11.05
4. T3 ool eRdmed A~ AT (%)

Expenses-Income Ratio (%) 43.87 49.55 46.29
5. T Reos nee (3 ReQ)* AR i (IH)*

Earnings per Share (in 3)* 121.66 78.88 88.91
6. 2830 TWOOONRBRTT 2u3d Dy oD SN 08 (%)

Hehel ATHT H Fehel ATsteh SATTETAT (% )

Gross NPA to Gross Advances (%) 2.51 3.70 4.53
7. SRS Tooon@Rert A Aeow e (Se.) Haet Afim H fraet wrfecEn (%)

Net NPA to Net Advance (%) 1.38 1.93 2.69

*2010-1109) T8, FehRT, ARFOOTN, VLHT. DDHTFLOTSS FpFeeNd (AT a¥ 2010-11 F AT fAHR Fifw & Hror
étﬂ'@ g 5 21 EPS restated on account of Rights Issue during financial year 2010-11.
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