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

Head office: Thiruvananthapuram

NOTICE

The thirty eighth Annual General Meeting of the

Shareholders of the State Bank of Travancore will

be held in the Tagore Centenary Theatre,

Vazhuthacaud, Thiruvananthapuram - 695 014, on

Friday, the 10th July 1998 at 11.30 am (Standard

Time) to transact the following business:

"To receive the Report of the Board of Directors,

the Balance Sheet and Profit and Loss Account

of the Bank made upto the 31st March 1998 and

the Auditors' Report on the Balance Sheet and

Accounts."

04-06-1998

Thiruvananthapuram
04.06.1998

G.G. VAIDYA
MANAGING DIRECTOR
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Under Clause (a) sub-section 1 of
Section 25 of SBI (Subsidiary Banks) Act, 1959
Chairman
Shri. M. S. Verma

Under Clause (aa) sub-section 1 of

Section 25 of SBI (Subsidiary Banks) Act, 1959

Managing Director

Shri. G. G. Vaidya

Under Clause (b) sub-section 1 of
Section 25 of SBI (Subsidiary Banks) Act, 1959
Shri. B. Ramani Raj
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Under Clause (c) sub-section 1 of
Section 25 of SBI (Subsidiary Banks) Act, 1959

Shri. S. N. Sawaikar

Shri. R. B. Srivastava

Dr. N. D. Joshi

Shri. A. S. Narayana Moorthy

Shri. V. K. Madhava Mohan

Under Clause (c a) sub-section 1 of

Section 25 of SBI (Subsidiary Banks) Act, 1959

Shri. K. Srinivasan

Under Clause (d) sub-section 1 of
Section 25 of SBI (Subsidiary Banks) Act, 1959

Shri. Jacob Cherian

Dr. N. Mohanakumaran

Under Clause (e) sub-section 1 of
Section 25 of SBI (Subsidiary Banks) Act, 1959

Shri. S. K. Thakur
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Shri. M. S. Verma
Chairman

Shri.G.G.Vaidya

Shri. S. N. Sawaikar Shri. B. Ramani Raj Shri. S. K.Thakur Shri. R. B. Srivastava

Shri. A.S. Narayana Moorthy Dr. N. D. Joshi Shri. Jacob Cherian Dr. N. Mohanakumaran

Shri. V. K. Madhava Mohan Shri. K. Srinivasan
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X

Report of the Board of Directors to

the State Bank of India,

the Reserve Bank of India and the

Central Government in terms

of Section 43(1) of

the State Bank of India

(Subsidiary Banks) Act, 1959

Period covered by the Report
1st April 199 7 to 31st March 1998

1
OPERATING

ENVIRONMENT

1.1 NATIONAL ECONOMIC SCENE

The macro economic situation during 1997-98 remained

generally satisfactory. The average rate of inflation

during the year fell to less than 5% from 6.9% in the

previous year. Though the service sector posted a robust

growth of 8.9% in 1997-98, a fall in the growth rate in

agriculture and a slowdown in the growth of industrial

production resulted in the overall growth of GDP

decelerating to 5% in 1997-98 from 7.5% in 1996-97.

Agricultural output, especially of foodgrains and

commercial crops, witnessed a decline during the

year and reflected a poor performance when viewed

against the unusually high growth rate of 9-3% achieved

in 1996-97. So far as the industrial output is concerned,

the growth in 1997-98 was only 4.2% against the growth

of 7.1% in 1996-97 and 12.1% in 1995-96.

Considerable slowdown was witnessed during the year

in respect of primary issues of equity in the capital

market. Uncertainties in the domestic market and

reduced investor confidence made it difficult to raise

equity. The amount raised through primary public issues

of non-Government public limited companies was less

than a third of what was raised in the previous year.

The slowdown in industrial growth and a lacklustre

capital market affected the financial position of indus-

trial enterprises, which, in turn, adversely affected both

the demand foi and recovery of credit from the banking

sector.

The developments in some of the South East Asian

economies gave rise to volatility in the exchange

markets and exerted pressure on the exchange rate of

the rupee in the second half of the year. The package

of monetary measures introduced in January 1998 had

successfully curbed the volatility in the foreign exchange

markets.
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1.2 KERALA SCENARIO

The State's economy, reflecting the trend in the National

economy, also witnessed a low growth. Business

perceptions were not optimistic and the unprecedented

fall in the prices of agricultural commodities, especially

rubber, led to lower growth in the agricultural sector.

The thrust on institutional build up and modernisation

programmes, particularly in the industrial sector, as

envisaged in the State Budget, is expected to give a fillip

to the industrial development of the State. The pace of

industrialisation, however, would continue to depend on

the speed at which plans to develop infrastructure are

executed.

1.3 DEVELOPMENTS IN BANKING

INDUSTRY

The various measures introduced by the Reserve Bank of

India during the year were mainly aimed at ensuring that

the availability of credit was not a constraint on the growth

of output in the economy. These steps ensured that

sufficient liquidity was available to finance additional

production. The measures aimed at expanding the

lendable resources of banks and reducing the cost of

funds without impairing the profitability of banks.

Some of the significant measures announced by RBI

during the year under review were:

1) Bank rate was developed as a reference rate to

signal the policy stance of the Reserve Bank of India.

During the year, the Bank rate was reduced in stages and

brought down to 10.5% as on 31st March, 1998.

2) The system of payment of interest on eligible CRR

balances was rationalised.

3) The multiple prescriptions of SLR were simplified

and banks are now required to maintain a uniform SLR

of 25% on their entire net demand and time liabilities.

4) Freedom was extended to banks for determining

the rates of interest on term deposits of 30 days and over.

Banks were also given the freedom to offer a fixed rate

or a floating rate clearly linked to an anchor rate.

5) Banks were permitted to offer interest rates on FCNR

(B) deposits subject to the condition that these did not

exceed the LIBOR prevailing on the last working day of

the previous week for the relevant maturity and currency.

6) Banks were given the discretion to quote separate

PLR for term loans of 3 years and above.

1.4 ASCB PERFORMANCE

The aggregate deposits of All Scheduled Commercial

Banks recorded an impressive growth of Rs.95,749 crores

(18.90%) during 1997-98* as compared with a growth of

Rs.71,780 crores (16.5%) in 1996-97. The non-food credit

of the banking system increased by Rs.38,524 crores

(14.2%) during 1997-98 against the growth of Rs.26,581

crores (10.9%) in 1996-97. The total flow of funds from

banks to the commercial sector, comprising non-food

credit, banks' investments in bonds/debentures/shares

issued by public sector undertakings and private corpo-

rate sector and commercial paper etc., increased by

Rs.51,353 crores (17.6%) during 1997-98, which is

substantially higher than the amount of Rs.31,566 crores

(12.2%) in the previous year.
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