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For us in SBT, green is not just a colour - it's our Mantra for a more
sustainable world; the reason why we promote paperless net-banking
convenience to our customers; the hue which binds us to the cause of

the farmers and the shade that sustains our commitment to our
stakeholders, today, tomorrow and for all days to come....
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STATE BANK OF TRAVANCORE
(Associate of the State Bank of India)
HEAD OFFICE: THIRUVANANTHAPURAM

NOTICE

The Fiftieth Annual General Meeting of the Shareholders of the State Bank of Travancore will
be held in the AKG. Memorial Hall, Gas House Junction, Palayam, Thiruvananthapuram - 695 034,
on Saturday, the 29™ May 2010 at 11.30 am. (Standard Time) to transact the following business:

“To discuss and adopt the Balance Sheet and Profit & Loss Account of the Bank made up to the
315t March 2010, the report of the Board of Directors and Auditors’ Report on the Balance
Sheet and Accounts.”

Thtihruvananthapuram A K Jagannathan
24 April, 2010 Managing Director
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(Subsidiary Banks) Act, 1959
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India (Subsidiary Banks) Act, 1959

1959-621 ag)V.6nil.ong) (2aldow) IoB)H03) MR AUd)a] 25 Dalald)a]
(1) suemwlss (d) @em)uEla WWOBSA

YR W2 g (TR de) oF & 778, 1959 @t ary 25 @i 3y (1) & @ ()
% ST AS9MEH
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Director under Clause (d) of sub-section (1) of Section 25 of the State Bank of India
(Subsidiary Banks) Act, 1959
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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 () of State Bank of

India (Subsidiary Banks) Act, 1959

Period covered by the Report:
I'st April 2009 to 31st March 2010

. MANAGEMENT DISCUSSIONS
& ANALYSIS

I.1 Global Economy

There has been a discernible improvement
in the global economy since the deep global
economic slump and financial market turmoil
in the latter half of the previous financial
year. The recovery is underpinned by output
expansion in Emerging Market Economies
(EMEs), particularly in Asia. World output
has improved, manufacturing activity has
picked up, trade is recovering, financial
market conditions are improving, and risk
appetite is returning. The immediate effect
of the rebound in the global economy could
be seen in the financial markets, which have
posted spectacular gains in a short period
oftime. There are concerns, however, that
the recovery is fragile. Even as output is
reviving, unemployment rate is expected to
increase to double digits. Investment is also
expected to remain weak due to ruptured
balance sheets, excess capacity and
financing constraints. Bank collapses are
continuing. World trade still remains below
its level a year ago. On balance, while global
economic prospects have improved,
uncertainties remain about the pace and
sustainability of economic recovery.

I.2 National Economy

The national economy continues to be
among the fastest growing economies. The
rebound of the Indian economy has been
quicker and surer than anticipated. The
performance of the industrial sector has
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improved markedly in recent months.
Domestic and external financing conditions
are on the upturn. Capital inflows have
revived. Activity in the primary capital
market has picked up and funding from
non-bank domestic sources has eased.
Liquidity conditions have remained easy and
interest rates remain soft in the money and
credit markets, albeit with an upward bias.
India’s banking and financial sector continue
to be safe and sound. Opportunities to
grow and succeed remain despite the
emergence of new challenges for banks
including slower credit growth and a
potentially more complex regulatory
environment. The Gross Domestic Product
growth is estimated to be about 7.20%
during 2009-10. Infrastructure spending
continues to be robust; the evolution of
the Indian middle class continues to offer
opportunities in retail banking. At the same
time, some concems persist. There are clear
signs of rising inflation stemming largely from
the supply side, particularly from food prices.
However, there are hints that the price
picture on the critical food front is improving,
The rabi harvest is reported to be more
than satisfactory and the monsoon forecast
for this year is favourable. These positive
factors may lead to significant decline in
consumer price inflation.

I.3 Kerala Economy

Kerala, India’s most socially developed state
is well known for its lush landscapes, sun-
drenched beaches and idyllic backwaters.
Many of its social indicators are on par with
developed nations and it has the highest
human development index in India.
However, the social development has not
translated to commensurate economic
development in Kerala. The state’s economy
is highly dependent on tourism and
remittances from about three million
expatriate Malayalees, mostly in Gulf
countries. The recession in Middle Eastern
countries, more popularly known as ‘Dubai
fallout’, has reduced the income of the
existing workforce as well as dealt a blow
to the new job seekers from the state.
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Reaching out to the remotest areas
Donation of 2 rafts to Kurnva Community in
Whyanad by the Bank’s Sulthan Bathery Branch

Investments in manufacturing sector are very
low. The ongoing development projects, such
as Technopark Phase-lll, Technocity project,
International Container Transshipment
Terminal at Vallarpadom, Kochi LNG
terminal (and the Gail Pipeline Project and
City Gas Distribution Project to be
synchronized with Kochi LNG terminal),
Kannur Airport, Vizhinjam seaport etc. are
expected to increase job opportunities and
give afillip to the state’s economy. The Kerala
State Budget for 2010-11 envisages
investment of Rs.412 crore to encourage
fast growing industries that are suitable for
Kerala.

I.4 Banking Environment

The resilience and stability of the domestic
financial system are essential to a country's
own macroeconomic stability, particularly in
an increasingly integrated world. Indian banks
have remained resilient even during the height
of the subprime crisis and the consequent
financial turmoil. The banking sector is
adequately capitalised. The migration to
Basel Il has resulted in an increase in the
capital adequacy ratio of the banking
system. Credit quality continues to remain
robust. The relatively high share of low cost
current and savings account deposits in total
deposits and SLR pre-emptions in risk free
government securities take care of liquidity
and solvency issues. Public Sector Banks
(PSBs) were observed to be faring better
in terms of growth in credit extended as
compared to the deceleration in private
banks and decline in business of foreign
banks. The economic slowdown has
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decelerated growth in the balance sheet of
the banking system. This could have a
lagged effect on the credit quality and
profitability of banks. Regulatory changes
also have opened up newer opportunities
in areas such as financial inclusion, mobile
banking and rural banking. Some of the
issues that are expected to keep the
bankers occupied in coming times include
liquidity management; gainful deployment
of funds; availability of cheaper technology
to serve thinly populated unbanked areas;
grooming suitable replacement for large
number of the experienced manpower
retiring; IT security; advanced Risk
management approaches; and introduction
of innovative products.

Aggregate deposits of All Scheduled
Commercial Banks grew by Rs.6,52,464
crore during the year to reach Rs. 44,86,574
crore as at the last Friday of March 2010
registering a growth rate of 17.00%. Gross
Advances registered a growth of 16.70%
during the year and rose to Rs.32,40,399
crore. Food Credit increased by 4.93% to
Rs. 48,489 crore. Non-Food Credit grew
by 14.49% and reached the level of
Rs.31,91,909 crore as at the end of March
2010. The investment portfolios of banks
also moved up in tandem with resource
growth, recording a growth of 18.54%
(compared to the growth of 19.97% during
last year), to reach a level of Rs.|3,82,684
crore.

I.5 Regulatory Measures and

Monetary Policy

The Reserve Bank has pursued an
accommodative monetary policy beginning
mid-September 2008 in order to mitigate
the adverse impact of the global financial
crisis on the Indian economy. The measures
taken instilled confidence in market
participants and helped cushion the spillover
of the global financial crisis on to the
economy. However, in view of rising food
inflation and the risk of it impinging on
inflationary expectations, the Reserve Bank
announced the first phase of exit from the
expansionary monetary policy by terminating
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some sector-specific facilities and restoring
the Statutory Liquidity Ratio (SLR) of
Scheduled Commercial Banks to its pre-
crisis level in the Second Quarter Review in
October 2009.

The monetary measures implemented
during the financial year include:

e Both Repo rate and Reverse repo rate,
initially reduced by 25 basis points to
4.75% and 3.25% respectively in the first
quarter, were later restored to 5.00%
and 3.50% in March 2010.

e \While the Bank rate was kept unchanged
at 6.00%, Cash Reserve Ratio [CRR] was
hiked by 75 basis points to 5.75% and
Statutory Liquidity Ratio (SLR) was
restored to 25% during the fourth
quarter.

e The limit for export credit refinance facility
reduced from 50% of eligible outstanding
export credit to | 5%.

e Special refinance facility and the Special
term repo facility for scheduled
commercial banks (for funding mutual
funds, non-banking financial companies
and housing finance companies) were
discontinued from 27.10.2009.

e Liabilities of scheduled banks arising from
transactions in collateralised borrowing
and lending obligations (CBLO) with
Clearing Corporation of India Ltd. (CCIL)
to be subjected to maintenance of the
CRR

Some of the other major measures
announced during the period under review
applicable to Scheduled Commercial Banks
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