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From the
Chairman’s Desk

Dear Shareholders,

| feel honoured to present, for the fourth time, details of your Bank's performance
and in this connection, your Bank's Annual Report for the year 2009-10 detailing
some of the significant initiatives and achievements during the year is enclosed.

The world economy has been through a severe recession, the worst in the last
70 years, marked by financial turmoil, large-scale destruction of wealth, and
declines in global output and trade. The global crisis, which began in the financial
sector in the developed countries exposed a number of unresolved fragilities
within the increasingly integrated financial system and affected the real economy.
Global economic conditions appear to have improved on the back of co-ordinated
fiscal and monetary policy measures taken by governments and central banks
across the world. While some countries especially USA, now seem to be showing
some signs of coming out of one of the largest financial crises in history, the
recent threat of a sovereign default has tempered the green shoots of optimism
that things are beginning to get back to 'normal'. Continuing bank failures,
macroeconomic weakness, widespread unemployment and recent tremors in
Dubai, Portugal, Ireland, Iceland, Greece, Spain and other countries indicate that
the crisis is not yet completely out of fuel. Also, even though the outlook for
global growth has improved, the world is wary of a double dip, given the several
risks and uncertainties that still persist.

In sharp contrast, the Indian economy is trending up with strong GDP growth
expected at 7.2% in FY 2010, rising to over 8% in FY 2011 and moving on to
9-10% in the medium term. The resurgence of manufacturing sector is driven by
continuing growth in capital goods and consumer goods, as well as capacity
additions across industry. At the same time, inflation has been rising. This complex
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AT T T, S i B8 A § o 3T TR 2| UEEIeTE F1ey {54 SRe TR ais 9 2009
T shfge &1 9ot #§ Afdaifed v F Mes 2@ G941 89 & SR 999 favaeeg o & &9 4§
31 fam af 2010 % I 9 & @ F 17 Jfvm it ivee o ok 98 . 154 T &
TR W 3 TE, S fa A 2009 & S €. 185 g F T W 4

3T S & € o aid o & ofd § gUR U %. 83,991 HUS W et wy off fem
TN TTHEAT I g fohar| Ff FOT 33 95T FH @I, g g F qEe ¢ 3=
AN aTeft o SRR ¥ g8 a9 W &t fAuie foran| emuet a8 I@aHt goedr giift {5
T & F Wlereret e 3R A 9Ray § €.77,679 FUT F 3w ANE At i
SHRIRET ® g8 T W (-50. 15 ) o Ses[g e s S SERyE o
s 2010 7 IR . 62,043 FUS & TR W TGH T3 | T8 Ji& Ha fSuifsed &
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R 4 S 16.94 g 3t 3fs gF 3 T 7 2010 # . 6,41,480 S & T W A
T A 2010 i ST F 6 H AR ST 16.28 FA9E @ (FE 2009 F15.99 Ffaw@
a1 W YHR TTH Fu-gad 29 IR AR F ghg & H M| AUD dqb H
T ST A A 2010 o 3fd F 73.56 FfAw WIS A= 2009 % 3T F 66.63 Ffww o
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global and domestic economic backdrop has posed its own set of challenges for
policymakers in India and maintaining interest rates that are not out of sync with
global rates, while supporting the growth momentum and also keeping a check
on inflation remains a great challenge for the economy.

Against this background, in the year gone by, the State Bank Group has performed
well. Associate Banks' Net Profit increased by 17.74% from Rs.2,774 crores in
FY 2009 to Rs.3,266 crores in FY 2010. Operating profit of all Associate Banks
increased by 20.08% from Rs.5,495 crores to Rs.6,598 crores. SBI Group Net Profit
for FY 2010 at Rs.11,734 crores was up by 7.11% from Rs.10,955 crores in FY 2009.

Within a short span, SBI Life has recorded a profit of Rs.276 crores in FY 2010 as
against a loss of Rs.26 crores in FY 2009. AUM of the company as on
March 31, 2010 stood at Rs.28,703 crores, a YoY growth of 94%. Market share of
SBI Life amongst private insurers increased to 18.34% from 16.00% in
March 2009. SBI Capital Markets Ltd has posted a PAT of Rs.150 crores during
FY 2010 as against Rs.75 crores in FY 2009 (excluding extraordinary income of
Rs.74.98 crores), a YoY growth of 100%, driven by an increase of 73% in fee
income. | am happy to place on record that SBI Capital Markets has crossed the
milestone of Rs.1,00,000 crores in syndication. Another subsidiary, SBI DFHI
Ltd., has recorded a net profit of Rs.89 crores during FY 2010 which is the highest
in the last six years. SBI Cards has emerged as the most trusted brand by being
the undisputed Gold Award winner in the Reader's Digest Trusted Brands Survey
2009 in the Credit Card category. Net loss before tax during FY 2010 is down by
17% to Rs.154 crores against a loss of Rs.185 crores during FY 2009.

As you are aware, we ended last year with a liquidity surplus of
Rs.83,991 crores, causing a drag on our profitability. Since credit off-take was
poor, we consciously decided to shed high cost bulk deposits. You will be happy
to see that in this competitive and challenging scenario, despite shedding high
cost bulk deposits of Rs.77,679 crores (-50.15%), your Bank's deposits went up
by Rs.62,043 crores in FY 2010, driven by CASA growth of 26.76% and retail
term deposits growth of 17.64%, resulting in a YoY growth of 8.36% in deposits
from Rs.7,42,073 crores in March 2009 to Rs.8,04,116 crores in March 2010.
Savings Bank deposits grew at an average of Rs.4,897 crores per month during
FY 2010, total CASA growth during the year being Rs.73,168 crores. While
market share in deposits in March 2010 at 16.31% (17.70% in March 2009),
declined by 139 bps YoY, market share in low cost demand deposits at 17.51%
(17.43% in March 2009) was up by 8 bps.

Gross Advances of your Bank rose by Rs.92,940 crores, a growth of 16.94%
from Rs.5,48,540 crores in March 2009 to Rs.6,41,480 crores in March 2010.
Market share in advances in March 2010 at 16.28% (15.99% in March 2009)
registered an increase of 29 bps YoY. Your Bank registered an impressive rise in
Credit Deposit Ratio to 73.56% as at the end of March 2010 from 66.63% at the
end of March 2009, an increase of 693 bps, bucking the industry trend as the
credit deposit ratio for ASCB has come down from 72.32% in March 2009 to
72.22% in March 2010.
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14

Cl4 K14 $



Your Bank's prudent lending policies have ensured balanced growth, with credit
flowing across a wide range of sectors in the economy. Large and Mid Corporate
advances have grown from Rs.1,93,351 crores in March 2009 to Rs.2,21,892 crores
in March 2010, registering a growth of 14.76%. Your Bank was No.l in retail
lending in FY 2009 and continues to be No.1 in FY 2010, driven by robust growth
in Home, Auto and Education loans.

Home loans grew by 31.68% YoY from a level of Rs.54,063 crores in March 2009 to
Rs.71,193 crores in March 2010. Almost 95% of our customers (in rural, semi urban
and urban areas) are first time home buyers. SBI Home Loans is India's No.1 Home
Loan brand. It has maintained its position as India's "Most Preferred Home Loan"
brand in CNBC-Awaaz consumer awards continuously for four years since 2006.
SBI Home Loans has been rated as "The Best Home Loan" in India by the panel of
eminent jury in NDTV-Outlook Money awards continuously since 2008.

Auto Loans went up by 45.44% YoY and Education Loans grew by 34.61% between
March 2009 and March 2010. Your Bank remains a leader in Auto loans with its market
share in Auto loans going up by 180 bps from 15% in March 2009 to 16.80% in
March 2010. The Bank continues to be number one in financing Maruti cars pan
India for two consecutive years in a row and has increased its presence in the
market with higher penetration in the major brands like Chevrolet, Hyundai, Tata
Motors and Honda Siel cars. Currently, your Bank is the market leader in Education
Loans with a market share of 25% amongst PSU banks underpinning its belief in
the future of India and that the youth will be the face of India in the coming years.

Agriculture advances have grown by 16.54% between March 2009 and
March 2010 and total disbursements under Agri Advances were Rs.34,179 crores
during FY 2010, covering 12.32 lakh new farmers during the year. International
advances increased by 12.49% from Rs.86,301 crores in March 2009 to
Rs.97,071 crores in March 2010 despite hardening of the rupee.

Along with increase in credit, your Bank's conscious efforts to improve asset
guality have borne fruit. The economic slowdown led to a rise in Gross NPAs
from 2.86% in March 2009 to 3.11% in December 2009, but the same has been
contained and declined to 3.05% by March 2010. During this period, Net NPAs
rose from 1.79% to 1.88% but declined to 1.72%.

Your Bank's capital adequacy is well above the 9% norm stipulated by RBI.
As per Basel Il the CRAR of your Bank stood at 13.39% as at the end of
March 2010, compared to 14.25% last year. As per Basel | the CRAR was 12.00%
and Tier | was 8.46% as on March 2010.

Operating Expenses were up by 29.84% in FY 2010 over FY 2009, driven by five
key costs, as the Bank invested heavily in laying the foundation for future growth:
(i) sharp increase in number of employees in various categories, the full impact
of which on staff expenses was felt during FY 2010; (ii) Rs.627 crores arrears for
wage revision pertaining to previous years provided during FY 2010;
(it1i) Additional contribution for pension at Rs.1998 crores against Rs.1,469 crores
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last year; (iv) Additional expenses of Rs.59 crores on Financial Inclusion; and (v)
An expenditure of Rs.347 crores incurred on opening of 1,049 new branches and
installing 7,788 new ATMs during the year. Bulk of these got back ended to the last
guarter of the year. Our profits for Q4, therefore, went down by Rs.875.69 crores
or 31.93% and the profit for the year remained flat at Rs.9166.05 crores.

Your Bank remains committed to the customer and has taken several new initiatives
to expand the bouquet of choices for its customers. As you are aware, over the last
four years, your Bank has been seeking out new growth opportunities and has
successfully forayed into related areas. | am happy to announce that your Bank has
tirelessly persevered in this direction and several new initiatives were launched
during 2009-10. Mobile Banking Services launched on 31.03.2009, have been
extended to all branches during FY 2010. There are more than 2,18,000 registered
users on date. Financial Planning & Wealth Management application has gone live
and Financial Planning & Advisory Services have been rolled out in 924 branches
across the Bank. Merchant Acquiring business has commenced on select basis and
around 200 PoS terminals have been deployed. Your Bank is expected to deploy
1.50 lac PoS terminals and enrol over 100 merchants for online purchases during the
year. Your Bank has selected a consortium of Visa International and Elavon for a
joint venture, which aims to set up 6 lac PoS terminals. SBI-SG Global Securities
Services Pvt Ltd. has commenced operations in March 2010, which provides Custodial
Services comprising Settlement, Depository Services, Safekeeping, Corporate Action,
Fund Accounting etc. Your Bank has established SBI General Insurance Co. and
limited commercial operations have been launched in March 2010. By August 2010,
the Company would be ready for pan India operations with IT backed support.

As the Country's Premier Financial Conglomerate providing financial resources
and services to clients pan India, your Bank has arole to play in addressing the
issue of global warming. Your Bank's Green Banking policy aims to reduce the
Bank's own carbon footprint and to sensitise its clients to adopt low carbon
emission practices. First of its kind in the entire Banking, Finance and Insurance
Sector (BFIS), your Bank has conceptualised generation of energy through
renewable energy resources and therefore, resolved to install windmills for the
Bank's captive use with a view to substitute polluting power with green power
besides initiating several measures like switching over to energy efficient lighting
systems, installation of energy savers, efficient water management systems, waste
disposal, tree plantation, etc.

Out of 1,049 branches opened during the financial year 2009-10, 354 branches
were opened in metro and urban areas with a view to increase our reach and be
more accessible to customers. As at the end of March 2010, the Bank had 12,496
branches and 21,485 Group ATMs. As part of our endeavour to provide increased
access to banking facilities across the country, your Bank simultaneously opened
154 branches and 1,540 new ATMs on 12th July 2009, the largest by any Bank,
anywhere in the world, and the countrywide inauguration was done by the Hon'ble
Finance Minister, Shri Pranab Mukherjee. Further, the 1000th new SBI branch
and 10,000th new group ATM of the year were inaugurated by the Secretary,
Department of Financial Services, Ministry of Finance, Govt. of India.
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AT U o & U Ao 4 WUy Srafea ghedes I #X forr €1 S
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HiaEd 219 379, Seu" gaEi o A S0, €8 @ S SRR 9T T Hiagd
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The need to give the Bank a modern look and feel was necessary and hence,
special focus was placed on alternate banking channels such as ATMs, Internet
Banking and Mobile Banking which offer customers hassle free banking anytime
anywhere. The State Bank Group has a total of 21,485 ATMs across India as on
31st March 2010 of which 16,294 ATMs are of the State Bank of India alone.
Along with an increase in number of ATMs, there has also been an increase in
the number of debit cards issued by the Bank, which rose by more than 40%
during the year.

In the area of Micro Finance and Financial Inclusion, your Bank remains the
market leader with market share of around 31% in SHG-Bank Credit Linkage
programme having credit linked so far 17.13 lakh SHGs and disbursed loans to
the extent of Rs.11,562 crores. Your Bank has rolled out several unique products
like SHG Credit Card, SHG Sahayog Niwas and SHG Gold Card, a new scheme
for financing NGOs/ MFlIs for on-leading to SHGs, a Micro Insurance product -
Grameen-Shakti has been rolled out which has covered one million lives by
March 2010. Your Bank has been rated as the Best Public Sector Bank for Rural
Reach by Dun and Bradstreet and has been awarded the Best Microfinance Award
for the year 2009 by the Asian Banker for financial institutions across the Asia
Pacific, Gulf and Central Asia regions. Coverage of unbanked villages increased
from 53,000 in March 2009 to 1,03,938 by March 2010.

Your Bank has gone beyond the usual domains of technology in terms of platform,
solution, operational details and service content in a very aggressive manner to serve
the excluded common citizen with minimal costs including SBI Tiny Card.
Your Bank has rolled out Kiosk Banking, operated at internet enabled PC (Kiosk)
with bio-metric validation, in 7 Circles across 7 States and 49 districts. Major Service
Centre Agencies (SCASs) like SREI Sahaj, 3-i Infotech have been engaged as Business
Correspondents besides appointing about 26,800 Customer Service Point (CSP)/
outlets of Business Correspondents / Business Facilitators (BC/BFs). Some of the
national level BC/BFs are India Post, ITC, National Bulk Handling Corporation and
Reliance Dairy. To increase its outreach, the Bank has opened about 695 new branches
in rural and semi urban areas during 2009-10. To improve the processing capacity,
314 Rural Central Processing Centres (RCPCs) have been set up.

In the area of Information technology, your Bank successfully completed CBS
implementation which is among the world's largest. Your Bank has implemented a
secure, robust and scalable WAN architecture connecting 18,189 Branches/Offices
and 21,485 ATMs of State Bank Group through leased lines, VSATs and CDMA
technology, supporting all critical business applications. This has facilitated
successful launch of many important functionalities, such as, Defence Salary
Package, ASBA, Universal Passbook etc. to meet specific requirements of
Government, Corporate and individual customers. Keeping in view the requirement
of senior citizens, a Pension Management System has been introduced at Contact
Centre enabling the pensioners to make enquiry on their pension details through
Contact Centre. A host of Mobile Banking services, such as funds transfers, enquiries,
cheque book requests, bill payments, Mobile Top-up, recharging of DTH services,
Demat account enquiry are currently being offered under mobile banking.
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Your Bank is involved not only with business development but also with care for
the community and supports a range of socio-economic, educational and health
initiatives. In the field of education, for better governance and standards, your
Bank, in partnership with the Municipal Corporation of Greater Mumbai (MCGM),
has launched a project to transform and upgrade the outcome of education and
educational infrastructure in 1300 schools run by the Municipal Corporation.
The Bank has agreed to support this project as a partner for a period of 2 years as
this project may evolve as a model for replication across the country.

To bridge the widening gulf between our youth in Metro/Urban areas and Rural
India, your Bank has drawn up a programme named "SBI Indicorps”, a volunteer
programme on the lines of the US Peace Corps, which would give fresh graduates
from colleges/institutions an opportunity to live in villages and work on
development projects with reputed NGOs.

It is gratifying that our efforts have received recognition and the spate of awards
is ample testimony to this fact. Among the awards, your Bank was adjudged
Bank of The Year 2009, India by The Banker Magazine for the second year in
succession; Awarded "Best Bank - Large", and "Most Socially Responsible Bank™
from Business World Best Bank Awards 2009; Bagged the BEST BANK 2009 Award
by Business India; Adjudged the Most Trusted Brand 2009 - Economic Times,
Brand Equity; Bagged the awards for "Most Preferred Bank", "Most Preferred Credit
Card' and "Most Preferred Home Loan Brand" from CNBC AWAAZ Consumer
Awards; Awarded Visionaries of Financial Inclusion - Year 2009 by Financial
Information Network & Operations Ltd. (FINO); Awarded Technology Bank of
the Year in recognition of outstanding achievements in banking technology - IBA
Banking Technology Awards 2009 and selected as the winner of Golden Peacock
National Training Award for the year 2009 by the Golden Peacock Awards Jury.

I am happy to announce that the Board of Directors of your Bank has declared a
dividend of Rs 30 per share (@300%o) for the year ended 31st March 2010, inclusive
of an interim dividend already paid of Rs 10 per share (@1009%b).

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 years to come.
Your Bank sees this as an opportunity and a challenge and | 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,
rv/\f/a
‘T/’_

(OM PRAKASH BHATT)
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