From the
Chairman’s Desk

Dear Shareholders,

I consider it an honour to place before you, your Bank’s Annual
Report for the year 2008-09. I would also like to share with you
some of the significant achievements and initiatives undertaken by
your Bank during the year.

During the year, India continued to remain the second fastest growing
economy in the world, because of large domestic demand, especially
from rural India, Govt. investments, a stable financial services sector,
fall in inflation and prompt coordinated policy action on multiple
fronts. This is despite the fact that the scenario of global economy
during the year gone by was one of the most challenging. Its effects
are not going to be completely wiped out even in the current year.
Its impact on India, however notwithstanding today’s globalised world,
has not been very severe, though it did somewhat affect industrial
production, GDP growth and exports.

On the macro-economic front, we believe that the worst is over.
The Indian economy is showing signs of revival with growth reviving
across sectors like cement, steel, auto, telecom, banking and FMCG.
Further, demand from the rural sector which was the mainstay of
the economy last year is expected to continue to propel growth in
the current year. With a new, stable Government in place, our
expectation for the GDP growth in 2009-10 is in excess of 7%.
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fava ok Iw qFT § onfde RfaREl F G w F TSR oS 9% F HeE SEadd
W Fa FEEE ¥ T 3,30,404 FS H ICRIEF s, A F IFER T & G-
Y TANT 9 H H 9 gAR M Gl W1 A9 a6 facd @y 2009 # off Fra fae
T U W SR 21 d% 7 39 a9 7 v AR FrEEw F sffa 807 7 vt @il
o o s (481) mfior iR o vl & # ff1 S 7 o W ead @ o
foar fopam| famd @ 2009 & 370 % 3O 44% H TOEW T &9 i Mg (EY 39
TAUH T 8581 W WEH T a¥ F AW MU 9 B T W I YA Tg W
5 S o Tl 11448 vl F FR ST T Sig A @ §F F SR ST Aeds v
F T 9 Jead § el § S UH 957 97 e 21 a9 H T I Weeyul g
W - 0 S 3N I QU W A Hedn Re d% 6 N 1 SHmeu

YT I8 e FEdT Bhft f o7 s 3 7o et @ | 35.55% I Jaes Jfs
fearé g1 fam & 2009 # §% T % 9,121 Fg F AW A fFar S fa af 2008 F
%. 6,729 U F G H 3T WM 2| uiared o § o e a¥ 2009 # 36.68%
Tt gfg & @ T SR A % 17,915 B W A TN U faw a¥ 2009 H Faa
A T % 22.63% i IHESF 5 & WY . 20,873 HAS & T F FRT g3
fraet = o # a7 Sed A # g T R ufeny ged ¥ gF | THd o 9
W ANEH @ S 45.96% TFH E.12,691 g W WA TR |

fom & 2000 § 3R o R F G T F Hehdl & AENE T 9F F A 7T §
30.31% % T1F W12 Yo TR 3@ o § off 28.7% i Scera-g gfg ISt 1| gt
Rered @9 § 99 & SN U3 3 adT G q97 SAfaRed =i & el & fow st
IMEEM fFT ST & FROT ©T% A 98- 9 24.11% & el g8, | 37> it go § @4
& 3 ¥ o F (2.41%) o TE S e 9§ 2008 F 49.03% % TR H FH BB
fot a 2009 # 46.62% W 3T AT AN BiEl W I&G IR HEI HTe & e S
S o1 foreer =Tt wiiA fam o 2009 # 2.93% ® HhT R

5 2008-09 o I MU sich § et HIE / AR Gl § HER iy et T2 |
39 9% o WY oG I W 6 o ok At i smRyE i # gy W = @

12

C12 K12 $



Even in this slowdown, both global and domestic, your Bank has turned
in a brilliant performance with a splendid growth of Rs. 3,30,404 crores
in total business, impressive rise in profits and containment of NPAs.
At the same time, your Bank continued to be on the growth trajectory
during FY-09 in respect of branch expansion with as many as 807
new branches being opened, a majority of which (481) were in rural
and semi-urban areas. The Bank also increased its ATM network by
an impressive 44% to 8581 by the end of FY-09. Another important
milestone achieved by your Bank during the year was the extension
of coverage under the Core Banking Platform to cover all its 11448
Branches. This is one of the largest core banking networks in the world
and growing, and is no small achievement. Another significant event
during the year was acquisition of State Bank of Saurashtra, a wholly
owned Associate of your Bank, by your Bank.

You will be happy to note that your Bank showed an impressive
growth of 35.55% in Net Profit from Rs.6,729 crores in FY-08 to
Rs. 9,121 crores in FY-09. Operating Profits too posted a smart growth
of 36.68% to Rs. 17,915 crores in FY-09 on the back of a healthy
increase of 22.63% in Net Interest income to Rs.20,873 crores in
FY-09, driven by growth in advances and increase in yields as also
an increase of 45.96% to Rs.12,691 crores in other income.

Notwithstanding the economic slow down evidenced in the FY-09, your
Bank registered an impressive increase in interest income which rose by
30.31% as also a significant increase in core fee income which showed
a growth of 28.7%. Even though operating expenses rose by 24.11%,
attributable primarily to increase in staff costs on account of additional
provisions for pension and wage revision and recruitment of additional
staff during the year; cost to income ratio was brought down significantly
(2.41%) from 49.03% in FY-08 to 46.62% in FY-09. Despite pressure on
interest spreads and intense competition, your Bank could still record
a Net Interest margin (NIM) of 2.93% in FY-09.

During the year 2008-09, your Bank saw excellent growth in all
businesses/market segments in which it operates. A significant feature
during the year was your Bank’s high growth in both Advances and
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3N I8 I o Ed § ff FW =elt 721 5 HROT Ik AR T § off =St
gfs gl

3 S S SRR F @ 2008-09 ¥ 38.08% i Tl §E S oK g e s
35 T 16.55% T FT 31 81 39 FOT A 2009 F TAREE F 55 F OR A7 2.31% F
TR ¥ FaEw 3fe & 99 17.72% T TG TN FH ARG Al e Wil - a9d @ ()
SRR T TR ©40 S & HROT 98 & aRH S 3fg & 23% TN A S § o s
S 1 SR AW 3.67% F TR Y ¥ARF T2 17.53% o T A SHRRE ) e 9
A H o W F S S S 5N P SRR § 9 SR @ e o af
2008 & 14.13% & ®R ¥ 5@ 10.81% T @1 T

il W, 9% 3 BE H %, 1,25,735 FE (30.17%) & Javesd el @ 7| 1 #
30.17% # 7% i 3= rqgfaa AT st &t 16.13% 3 & 1 JomT § ST 1
2, 399 I & i d% A H S F1 SR 379 0.83% TR 16.03% o T A F 7@
3 T® FaEE W | W@ T (I W - 47%, 7 FRARS AUT - 23%, TIUHE
M - 20%, R 10m - 18%, M W - 19%, ST 0m - 54%), a8 A0
# gaffior 9fis gf 1 G RO AR STHHT H1 F% 99 gU & | a9 F < R Fwwit & (50%),
e F0lt & (36%) 3R = Foit F (21%) I & | T e KOl H SR 349 H 17.48%
T TR 19.74% 3R U arAl & foIg T 9 a1t #=oit § 9o’ Si9 @ 10% ¥ g
12% @t ¥ weg el | oY e 7w ITHl Sl 9T T HerIl SUceH HU foRINaR sreieraedn
% il 8 % BROT Al - SEvEndS H1 3@d Y AU 9% F & 7 A - THUAE
R 3R THUHE god W AR W Jfed o U Heaw St & fofg I & T | 37 Aremei &
i A I W SR 8% F Rl =99 | R & 3ue S T

F T F oI A ST H | 39 & FT Ja¥H AR TE IR qRed e §e
& =gAan fiRa oo 18% ¥ 1 W11 AU FOT 5 WAaoT SR AU fHEET P o
% At # off 5% 1 fed 9Ra SR g0 fEiRa ae ¥ S @ OE IR w5
SR T I ST ARAhiel FIeT o A Gk b T Wesh el hi/=aEra gt
FEEY Tl & w9 ggE 17,979 FR & 8 3R I8 qdad 5 S Y gfaen
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Deposits which exceeded the industry average, leading to a significant

increase in its market share.

Deposits of your Bank grew by 38.08% in 2008-09 against Other
Scheduled Commercial Banks (OSCB) growth of 16.55%, leading to a
spurt in its market share in deposits by 2.31% to 17.72% by
March 2009. With continued focus on low cost CASA deposits which
registered a growth of 23% during the year, your Bank’s market share
in demand deposits also rose sharply by 3.67% to 17.53%. As a part
of strategy, your Bank reduced its reliance on bulk deposits as a percentage
of total deposits to 10.81% from 14.13% in FY-08.

Similarly, the Bank’s advances portfolio witnessed a robust growth
(30.17%) of Rs.1,25,735 crores. This growth of 30.17% in advances
as against OSCB growth of 16.13% pushed up your Bank’s market
share in advances by 0.83 % to 16.03% by the year end. The growth
in advances was well rounded with every Segment (Large advances —
47%, Mid Corporate advances — 23%, SME advances — 20%, Retail
advances — 18%, Agri. advances — 19%, International advances — 54%),
contributing to the overall growth in advances. Retail lending continued
to occupy centre stage with a growth in Education Loans (50%), Auto
Loans (36%) and Housing Loans (21%) during the year. This also
helped improve market share from 17.48% to 19.74% in respect of
Home Loans and from 10% to 12% in respect of Auto Loans for
new vehicles. To offer timely help to SMEs, which were reeling under
the impact of slow down in the economy particularly exports, your
Bank launched two new schemes — SME CARE and SME HELP -
offering the affected SMEs, finance on liberalised terms at a concessional

rate of interest of 8%.

In advances to the Agriculture segment, your Bank continued to be
above the 18% benchmark stipulated by RBI for the second time
consecutively. It also surpassed the targets set by the Govt. of India
in respect of credit flow by way of fresh disbursements as also the
number of new farmers financed. In pursuit of its desire to be the
“Banker to every Indian”, your Bank has gone in for aggressive
expansion in the number of Customer Service Points/BCs/BFs to 17,979
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52,782 Wia # 9 WA S0 HaTE FEH R @ 8 SR A A # A S gl ant
50,000 AfARer Tt T THet B F AT 8| STUH! e TS=eH A FalfeH Frefest
1 AN F YUt el QEEe % ok i AT F & oI Fadehed 21 a9 2008-09
% 3T T e H TS TeaH W MR 23.61 @rg Wie 1€ I fhw T

FRETT TR W ff U S5 s iREe F T@eg 17.7% (3w sier #), swefq
17.07 fafeam gu@ efer # Scoiaa 9fg &t Fd § el Wl 3R Sb 3=9 G
A ST H IR Heg FauE i H ST WA W AR A HEd
w1 T F AN v Rem % ) St A @ & a1 e W e (d)
fafies ams u 9 U H TS fEAT TN, Fafh NUH SF 4 A AT e
T ITEl & g MR § il o oRerent ofed e § 9 Tu sEie @i
Ty fader e rafedl 1 Ge g 92 & T &, S 32 2@ § et §) e S
§ erffyEaar ot Rufy & fiw emus o & Ry fRud sEfadl § Twd @ Rafy
e W R ek S Hifsam o diew FEwe dur gfaueia wON F ded
686 fafeed it Sfer =i TR 21w

TTiT B R S ¥ 2008-09 F A MTH A6 & AR N TH W Ageyuf
Il W Fehal AU fam g 2008 & 3.04 Ffaw & WX § g fam af 2009
T 2.84 i & WX W o MU, SEih O TIHT 1 R fam a8 2008 &
1.78 s & et 1.76 Haem W @ 6 R & @1 S @ meR, swa-ll
& fuifid AHEEl & STER 3Tk o H Ys gafmar U fam ad 2009 F a5t
14.25 3w & TR W T TN FE UG @ UH AR fove & faframei @ eriemed
o B F U g g, 9F v F wow S0 F oIA F off 9Hged 2

AUH Fg S FEr et 5 e ad 2009 % R Uk §% h WeAr o
foomme < Scoia g W11 I FEe @ # 24.7 Jfiem 1 9fs g SR T® % 2774 S
W A o oM § 18.95 wfow # 3fs g¥) fawim Faneh & e # o Rufy/
oot S FoRE FR A-SAET AT B FEE ot srmr W@l

MUF o A fSad & a8 § 9U a9 & AU 396 GHR & 5a 65U, Ea am
a7 e @ g1 ad 2008-09 % R T §F & Yo7 Wi arcl STl wHeied
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which now cater to 52,782 previously un-banked villages, with plans
to cover additional 50,000 un-banked villages in the current year.
Your Bank is firm in its resolve to achieve total financial inclusion
through the use of the latest and best technology. As at the end
of 2008-09, as many as 23.61 lakh Smart Cards, which work on
biometric validation of the customers, had been issued.

In the international arena too, your Bank, despite the global meltdown,
achieved a significant growth of 17.7% (in USD terms) in credit to
USD 17.07 billion and continued to focus on its core strategy of
capturing India related business in high potential countries. While
two of the Bank’s subsidiaries in Mauritius were merged during the
year to create a new entity called SBI (Mauritius) Ltd., your Bank
along with its subsidiaries and Joint Ventures abroad opened 9 new
offices, including full-fledged retail operations in Singapore, taking
the total network of overseas offices to 92 spread over 32 countries.
Amidst turmoil in global markets, your Bank’s foreign offices maintained
a comfortable liquidity position and could raise US $ 686 million under

Bank’s Medium Term Notes (MTNs) programme and bilateral loans.

Another noteworthy feature of your Bank’s performance during the
year 2008-09 has been in the area of controlling NPAs. While Gross
NPAs declined marginally to 2.84% in FY-09 from 3.04% in FY-08,
Net NPA level too was practically stable at 1.76% as against 1.78%
in FY-08. Similarly, your Bank’s Capital Adequacy Ratio (CAR) in terms
of prescriptions of BASEL-II increased to 14.25% in FY-09. This healthy
ratio not only meets the requirements of the regulators worldwide but
is also comparable to the best banks globally.

You will be happy to know that the performance of the Associates
of your Bank during FY-09 has also been noteworthy with an increase
of 24.7% in net profit to Rs.2774 crores and 18.95% in total assets.
The non-banking subsidiaries, too, put up a good show with
consolidation of their position/ranking in their space in the financial

services arena.

Your Bank embarked on several new business initiatives during the
last two years which have started bearing fruit. During the year
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Ty e mede fafiRs 3 7 Uvm sgawen & sivia v fRel & weee @ e gE
X fem| R Ta1 FeEE & o fu GeEe SR MERIT wfeed & e Ted
I 389 % a8 2009-10 = g A § FHOR TE B A G 21 g 1@
HEROT FHT FGEE R % T TH I 5 SYART S I9 & T Faek 2008
T T U o €Y 3G@H o f @ 2009-10 F SifcH R § FER IE FH
G 2

AUE SF ST % deal Hfed goodwr STsumdl, afdied % W
3 fofer sl Sfer & iEde $ad] he & T o fow o e § A o
X YH 81 3 BT H A IRT H 9Rd S g fad # fhar wwm wer gd
I % WY P 37 BT B T B FE BT TR W A @I &1 SH Sh W s
T A T FGHE F GG b &7 T Uedl W F1 aR @ ¢ o aRerer
F 2, TR do qe0a ed ST ST e |

T F e TES-9a1 3R Ted Hafe R warEl § warR @osw fewm # e
S 9 1 e 2008 H I ¢ fawH, AYE SR qew wwd S feu, S od% &
WH-Tee@ & far W Eia &1 fosH o - (B Ot e dw, 0 RS
wafaR, @ SBI : wew-dqfc ¥ wow'' - 9% A IES F I IEsdr &
UREES 8 a9 98 3% Ak I Wil AEis, iR ue wrHifad § aniesis
T 9 F SNE gAN Ssh-Andt TR FEwH CaReda’’ R @t Seantt Sw %
qo-TY UF Sk k44,000 efiy FH=Ret F forw off s fear wEm swT
T auf # Fediem umetend’ M TH A FESH YE F e 8, fud
T HHEH % SRT HeA § agedd gl aRadd Td ®Hiaor A Heaed T @
T 21 3MUh Seh 7 (U UEH Hl G@® § 24X7 YN W SUEI T8 @Ml i STh
% I ©F e W AW aren ok sy o @ren B

fam a8 2009 % ENH 3UF S 7 33,703 €IF S A I, S0 fova # «fhw &7
H 379 T I Gad FEl il 2| S YA S [AUUH T SA(Xh LA o, T8 URoh-
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2008-09, your Bank’s wholly owned subsidiary — SBI Pension Fund
Pvt. Ltd. — started functioning to manage pension funds under New
Pension System (NPS). A Joint Venture formed with Societe Generale
Securities Services for undertaking custodial services business is
likely to commence business during the second quarter of
2009-10. Similarly, another Joint Venture with Insurance Australia
Group (IAG) established by your Bank in November 2008 to undertake
business of General Insurance is likely to commence business in
the last quarter of 2009-10.

Your Bank has already received all regulatory approvals for establishing
a US $ 3 Billion Private Equity Fund jointly with Macquarie Capital
Group of Australia and IFC, Washington. The Fund will be investing
primarily in infrastructure assets in India. Some other funds with
Middle East countries are also in various stages of being set up.
Your Bank is also working on new initiatives in the area of Mobile
Banking as also consolidation of Payment Solutions business to
achieve efficiency in operations, reduce costs and avoid duplication
of efforts.

As always, customer service and customer satisfaction remains at the
core of our efforts. In this direction, your Bank unveiled on the
1st July 2008, its new Vision, Mission and Values statements, which
were based on views of the Bank’s staff. The vision statement —
My SBI, My Customer First, My SBI: First in Customer Satisfaction —
vividly describes its customer centric focus and shall be the guiding
principle for your Bank’s plans, activities and strategies in future.
Our mass international communication programme “Parivartan” was
extended during the year to cover all Associate Banks as also 44,000
subordinate staff of your Bank. A new programme named “Citizen
SBI”, which envisages deep routed multilevel attitudinal change and
transformation in the organization through waves of HR intervention,
is proposed to be rolled over in next two years. Your Bank also opened
a contact centre for providing to customers on a toll free number,

information on products and account enquiries on 24x7 basis.

Your Bank recruited 33,703 staff during FY-09 which was the largest
such recruitment exercise in the banking sector anywhere in the
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Tl JaH F SR I W H FH Y A TSR H T FTEH S 3uE A1
cadi Lol

T 9 A0 gL GO & W 2 Sk A % FRys a1 7 31 9 2009 H gEeE
af % faw 290 Ffeem omier =ifvd fham 2

7 w@rfas & 8 6 o 9% qam fRT U el U veel st WA A S S
af % <R FF REBR W BT 3MUH A b fow T 1 fwg 21§ F A s
TR ARt Uit &1 A AT € TR 2008 - Ifear’ R, HdwEst @
ST THUAE WA, TR w4 g st @ i T e e’ R
Seeraa €1 “wEAT 500 TEa g, “wieg” @ e #2000 eS¢ HufE
F g, FR ufe @ fawa & 3 1000 S gER, i wEAg-TolEd
500 wrgHfeUe s Refee onfx § awh §% 4 e R A gum fem 2

e fova o oot ¥ fosfid & ® a9 § 9rd ewfl € iR 9% o At ant § afves
sreferaRe § U A G 9 AT §1 U S T T STEE IR TH % w9
¥ @Al 81 H YR YA BT ARl § fF YR Ak 3T GG B AT 33H H
o e s 3R wfos # e &1 T Gy 3w S|

Ffd SRSt % WY,
ST,

e N

(3N weTIT WeR)
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world. This will help your Bank to maintain its marketing thrust,
extend efficient customer service and reduce the age profile of
its staff.

I am happy to announce that the Board of Directors of your Bank
declared a dividend of 290% for the year ended 31st March 2009.

It is but natural that the efforts and initiatives undertaken by your
Bank are recognized by Society. Your Bank was the proud recipient
of many recognitions/awards during the year, the notable among them
being “Bank of the Year 2008 - India” - by the Banker Magazine,
“Most Admired Infrastructure Financier” Award by KPMG, “Top Public
Sector Bank under SME Financing” by Dun and Bradstreet and “Best
Executive” Award to the Chairman by Asia Money. Your Bank also
improved its ranking in “Fortune” 500 Global List, “Forbes” list of
2000 largest companies in the world, “Banker” list of top 1000 world
banks, Brand Finance — Global 500 Financial Brand recognition, to

name a few.

Today, India remains among the fastest growing countries of the world
and is poised to play a greater role in the global economy in the
year to come. Your Bank sees this as an opportunity and a challenge.
I wish to assure you that your Bank will try to capitalize on this

and blaze a new trail of growth in future.
With warm regards,
Yours sincerely,
o

(OM PRAKASH BHATT)
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