fevTeRt =t Rure

&L 198w Ud 19967507
arTfefer geaafiy i fekr ufar

af 2006 & 5.0% M aw 2007 & 4.9% HHf 7 Ifvas
g5 W h TIAN, FaH fachid Gahe H IR §, faiely
ST HIY P SFLAE & % a 2008 F G dfvass i
gfe WHeH 3.7% o T T 3T ST | J0H & Fa-T7eH
TS Hehe ¥ 394, (IaBiad QT o (I STkl § 318 geradt
7 fofia @l S HeT a1 8, FOT YT B B (HA1 3
I FHNHS & FA1G1 & ST, fahfya 390 @ ai §
UgT § ITAIFAT-Ffed W GaT HSq o7 @ | Wi vl
Tl & T&d o BT TEIEHITT T IR 9 2@ & -
qoF Fed e 1 R 3 T&eht FiAd [qva srefegaen &
foTT 3o 377 TR & |

A gt Faiferes ga 1 G oy 8 W srefoaawnsi
¥ soft 57 @1 1 2007-08 & T TRAT refeaer
TR qi9d Y 3701 e gieg i a1 TE- § Tl Tt
2135 2007-08 3 forg srgmfa st gl w8.7% 8, S
as 2003-04 § 2007-08 & T st 1t 3gd steidt gig x
8.7% & STET 8 | P 3 Fareg Mararert & 2007-08 &
3 2.6% F R gfg #t 3Hfta g s 2000-01F 2007-
08 =t 37afy o < T &7 H 2.6% Ft NGAIFE R &
TR 2 | facfia e 2008 3 S @ T See e
3T W R UG T | @I 1 3E 221.5 . e A
F IR B 227.3 aferad = & a7 31T 59 JR fuget o
Ft g ¥ 99 4.6% F g g8 1 af 2007-08 F T
S 3 8.6% T 5 fosat ad & 10.6% i qer
¥ areft w199 2 1 a9 2007-08 3 & 10.6% F 5 R
& g -8 3 & 3{FT gfg T H IC T S fefary
(2000-01 & 2007-08) 2Hd 8.9% T 1fuH 2 | Far &7 &
sfafa Garelt, ufaed TuR a9r facfta garsi = sifvm
It 1 STAfY 3 (oL <578 & NS H gy A & a1t
sufte § o6 95 g & I wWft | SR 31 gl sAaara 3
2006-07 % 11.8% Ft T § a5t fsare Faffa &
TT12.1% 3 gfg s Ft | 5 B TG 3T Holl g2

HE A TF 3T IeA@HT ge] farra st o S a=a
3T fafaem nfafafeat 8 3=9 gfs | @ St 2006-07 &
TEHL HA: 34.8% 31T 35.9% & TE |

foret I & T W WA, Grei S B ad # HiEat
T Afvas gfs & HROTREHIT F I H Teiad g8 | o1 To1
YIHI T 3T TERPIT - T o MF 6.4% & T H
TR TSR 2007 & T H 3.1% & TR W A TG | 9
TSI T Teh BT TAYd W H Froai § Fae 31T
fafafda sanal &t Fiwdl § Tuft o1 TEwER 2007 & G
3% d THIY T&d gU I8 fI@m 2007 & I[Esf f &
59 gfs ® g8 31 20 7 2008 & 98 7.4% F TR
TR TTE | SR T FHT Tl T wlewal, fiered, S,
TR o WII-HT T /et SR e &t Simal 3
JF3 911 9 JF:g P Teh SR SHATE qUAT &t HiAd | o
gfs o Ty, TRIEwTT S (E1T Hh I=d fae R aAm
TG & for ot St wifies 3 fe o @ 7|

T Pt FAdl ° g & aasE (aid & &7 5 frsd av &
Tad, FHIH, TaeH-T3l, AL H (a2 AT @I 9T
S JUHT & f7afa & Hft 377 - 5a 6 JuHT Tt qr
P T T SAS @ - o JUE 3T T P g IRAS
faatal & ot gfs 55 | 5t srafy & o sl § fred o
& 24.5% F AN T 27.0% Ft & 73 - 9@ 5@
T (S et 3 T A AW, [T Qe e
31T afyd o, @ ael, @uf, 9rd, A ol agye
1T 37 SR T & ST § i o) fafa &t o §
ST P AT T ST 719 & FT a% 2007-08 & A
IR AT 35.5% Ft R Fga 80.4 faferas sTafiat sren
31 T - 519 o frsd aef 9% 59.3 faferas st Srer °n

¥ & I AR R o i g3 o w10 A &7 W@ gEe
Teq e Yfaa s ol fam sawn & @fia 5em
F & rI-9Y TR AR gfs R T W&, famia gaaes
% T B P UEC S B F AR W I A1 G

g8 2007-08 & I dh X, 10 FN g 10 @ o
g gftad= T fonar man| o1 g § Iy & g9y
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Directors’ Report

Management Discussion and Analysis

Economic Backdrop and Banking Environment

After growing at 5.0% in 2006 and 4.9% in 2007,
IMF estimates global GDP growth to decelerate to
3.7% in 2008 in the wake of the current financial
crisis. The financial market turbulence in
developed economies following the US sub-prime
mortgage crisis has reduced financial leverage,
lowered credit availability and negative wealth
effects have emerged as risks to consumption and
growth in advanced economies, especially in the
US. Continuing inflationary pressures from food
and commodity prices as well as high and volatile
crude oil prices are other risks being faced by the
global economy.

India continued to be one of the fastest growing
economies of the world. During 2007-08, the
Indian economy grew at a robust pace for the
fifth consecutive year. Real GDP growth,
estimated at 8.7% in 2007-08, is in tune with
the average annual GDP growth of 8.7% in the
five year period 2003-04 to 2007-08. Agriculture
and allied activities are estimated to grow by
2.6% in 2007-08, which is in line with the
average growth of 2.6% per annum during 2000-
01 to 2007-08. Foodgrains production touched
a record high in FYO08, with total foodgrains
production placed at 227.3 million tonnes,
surpassing the target of 221.5 million tonnes
and recording an increase of 4.6% over the
previous year. Industrial growth at 8.6% during
2007-08 has moderated somewhat against 10.6%
in the previous year. The services sector
maintained its double-digit growth at 10.6%
during 2007-08, higher than the long term average
of 8.9% (2000-01 to 2007-08). Within services,
transport and communications and financial
services recorded double-digit growth for the
last two years and are expected to maintain the
growth momentum. Trade and hotels showed
higher growth of 12.1% in 2007-08 against
11.8% growth in 2006-07. Another positive
feature underpinning growth is the sharp rise
in the rate of savings and investment in recent

years, which rose to 34.8% and 35.9%

respectively in 2006-07.

Towards the close of the fiscal year, higher inflation
rate was noticed due to rise in global prices of food,
metals and crude oil. Inflation based on WPI
declined from 6.4% at the beginning of the fiscal
year to a low of 3.1% by mid-October 2007, partly
reflecting moderation in the prices of some primary
food articles and manufactured products. After
hovering around 3% during November 2007,
inflation began to edge up from early December
2007 to touch 7.4% by 29 March 2008, mainly
reflecting hardening in prices of primary articles
such as fruits and vegetables, oilseeds, raw cotton
and iron ore, as well as fuel and manufactured
products such as edible oil/oil cakes and basic
metals, partly due to international commodity price
pressures. However, fiscal and monetary measures
are being taken to contain inflation and maintain
high growth.

Despite Rupee appreciation, exports continued to
show a healthy growth, rising by 23% in dollar
terms during 2007-08 against 22.6% in the
previous year. Overall exports growth was driven
by petroleum and crude products, gems and
jewellery, iron ore, non-basmati rice, cotton,
transport equipment, etc. While India’s exports
to USA, its single largest trading partner, showed
deceleration, exports to UAE and China remained
robust. In the same period, imports increased by
27.0% against 24.5%, mainly due to higher oil
imports; non-oil imports were led by capital
goods, chemicals and related products, edible
oils, gold, silver and pearls, precious and semi-
precious stones. Due to higher growth in imports
than exports, the trade deficit widened by 35.5%
to US$ 80.4 bn during 2007-08 from US$ 59.3
bn in the previous year.

The overall stance of RBI’s monetary and credit
policy during the year was to ensure price stability
and financial system stability along with
continuation of the growth momentum, emphasis
on credit quality and credit delivery including
financial inclusion. During 2007-08, the Bank Rate,
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FH & forg aefts fRFd a7 smfe Fobdt fAfer srum
¥ 9R R 37gd, T M Faa 2007 # gfg B 6%
¥ Fer 7.5% F @ gaffy @ fafd & 384 §u
af & A IYW dH T AR K A I W F iy
| 3R W figd fachta ad & 12.25-12.50% & 50
3R 37 TTHL 12.25-12.75% 41 X TF a9 § 7
TRUeT Ay areft 7.5-9.0% & TE | quny, e
# gfe [ H 0 ST WA F T T S 3 Bl
2008 & TEH ¥ go YR W T 20 AW TIF § FH
& AUE BT B AN R T KIIdl HOSTEOT FH |

TR SR gE oyfd # i F % fou awdta
fistd % Pt HIR AT AT F F#OT I W W I g3
st oad 2007-08 F 21.6% @ v& f& ad 2006-07 F
g 28.1% G @t | 51 gfe R oft T Wi Idq 2007-
08 ¥ 22.2% Sa&fs a¥ 2006-07 ¥ I8 23.8% Tt oft|

foea & yq@ o7 Faws ¥ L & FESE a9
T qRq @t 27ef cFae (A it 3= fRufy & Fad R
T 8-8.5% H W & T2 | WHR A IRt e
% g Jod T & fau fFu T sms fawha st
s U & FHROT GRHT F A 2009 TF TBL
5-55% & i 3 S & GqE 2|

ChdERELIICRE
D

a¥ 2006-07 . 9,999.94 FUE Ft qa1 | a 2007-08
& S d% H IO A S, 13,107.55 HAE @ AT
IHER 9 31.08% it gfE gE1 % 2007-08 & I
% 1 et a1 48.18% Ht T T g Uz @ &
¥.4,541.31 VT H qETH . 6,729.12 HAE & T4

fraer s ST H 13.04% 1 3f5 g8 S 3= 23 7 28.52%
Ft gf5 g3 | ufaTed =4 ¥ 6.64% i @ g8 |

BTHTIT

Ak = AL TSR 215% HT |

e =Tt 3T
3 F et = 3T & 13.04% F 9f5 52 31T 78 2006-

07 H%. 15,058.20 FUT T TgH ¥ 2007-08 7 17,021.23
FATE TE | I8 AU W AS- 3719 & gig F1 ufRoms o7 | aef
2007-08 3 T Foraed s3T5 1S 3.07 % o Gl &X
WG

Afvaeh gRETerl 9 a8 o I Fehel AT A . 37,242.33
FAEH TEHE. 48,950.31 FUS T TS | T/ y&a: A
T34 AT 37T & HI0T g3 |

I ¥ AT W s 371 2006-07 & F. 22,872.66 FS
T FgH a 2007-08 & AT %, 32,162.68 HUE & Tt |
THHT HRUT AU St 7§ gfs W 59 Tfafiad ara J
A W FaemT 2006-07 & 8.67% & aga 2007-08 &
T 9.90% & | faRsft safad § Fo-um § 9 &
HROT AYHT 4TS A H g5 83 |

T Fieems & (e & STaeE 9Rd § TSHi g g
T 3 H 11.3% F1 gfg g3 FI{h QT T AT FHrei
&I A 37 off | 3iEa gfawad a9 2006-07 % 6.99% @
g 2007-08 F 6.92% & T

Afyas TRETe F Bt s 33 2006-07 F%. 22,184.14
FUE T TR 2007-08 & %. 31,929.08 FUS & AT
g § ST A T sAe-599 § 2007-08 3 <t fusa
a8 B G # 45.56% Ft g g3 Tl ARG § T
¥ & WA 22.9% it g5 §3 | §9 BT S T
&1 3HT ANTa a8 2006-07 & 4.69% T TgH 2007-08
¥ 5.59% & T |

TR 3T

A =S 3T 2006-07 & €. 6,725.26 FUE G TgH
%.8,694.93 FUT & T |

a8 & < 9% 3 9N 3 faRY § e weAnt dai /
ST ST HgFd STl ¥ Ay & ®9 X 5. 197.41
FUE I U (et av &, 598.12 FUE) |

TRETET &

W% AT 7 1.84% i Areh Ht 31E 31 78 2006-07 &
%.7,932.58 FUT T T %. 7,785.87 HUS & 11| &
AT | 9 7€ Hi . 575.00 FAS FI Thra1 A oft | 31
gfiEre =a 1 ot 23.94% i gfE g3 o FWT 7S,
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Repo and Reverse Repo rates were kept unchanged.
To manage the liquidity in the economy, RBI raised
the Cash Reserve Ratio four times: in April, August
and November 2007 from 6% to 7.50%. In line
with liquidity tightening, PLRs and deposit rates
of major banks were hiked during the year. While
lending rates rose to 12.25-12.75% from 12.25-
12.50%, deposit rates (for more than one year
maturity) rose to 8.25-9.0% from 7.5-9.0% in the
previous financial year. However, in the month of
February 2008, to keep up the growth momentum
in the economy, some banks announced cuts in
their PLR and interest rate on housing loans below
Rs.20 lakh.

The tight monetary policy followed by RBI to
control inflation and money supply had a
moderating impact on credit growth, which
increased by 21.6% in 2007-08 against 28.1% in
2006-07. Deposit growth also moderated to 22.2%
in 2007-08 from 23.8% in 2006-07.

For the current year, despite slowdown in the
major economies of the world, the Indian economy
will continue to grow at 8-8.5% driven by
investment. Due to a number of fiscal and
monetary measures taken by the Government and
RBI to put a check on prices, inflation is expected
to come down to 5-5.5% by March 2009.

Financial Performance

Profit

The Operating Profit of the Bank for 2007-08 stood
at Rs. 13,107.55 crore as compared to Rs.9,999.94
crore in 2006-07, registering a growth of 31.08%.
The Bank has posted a Net Profit of Rs 6729.12
crore for 2007-08 as compared to Rs.4,541.31 crore
in 2006-07, registering a growth of 48.18%.

While Net Interest Income recorded a growth of
13.04% and Other Income increased by 28.52%.
Operating Expenses increased by 6.64%.
Dividend

The Bank has increased dividend to 215%.

Net Interest Income

The Net Interest Income of the Bank registered

a growth of 13.04% from Rs.15,058.20 crore in
2006-07 to Rs. 17,021.23 crore in 2007-08. This
was due to growth in interest income on advances.
The Net Interest Margin was at a healthy 3.07%
in 2007-08.

The gross interest income from global operations
rose from Rs. 37,242.33 crore to Rs. 48,950.31 crore
during the year. This was mainly due to higher
interest income on advances.

Interest income on advances in India registered an
increase from Rs.22,872.66 crore in 2006-07 to Rs
32,162.68 crore in 2007-08 due to higher volumes.
Also average yield on domestic advances increased
from 8.67% in 2006-07 to 9.90% in 2007-08.
Interest income on advances at foreign offices also
increased due to higher volumes.

Income from resources deployed in Treasury
operations in India increased by 11.03% despite
decline in average yield mainly due to higher
average resources deployed. The average vyield,
which was 6.99% in 2006-07, declined to 6.92%
in 2007-08.

Total interest expenses of global operations increased
from Rs.22,184.14 crore in 2006-07 to Rs. 31,929.08
crore in 2007-08. Interest expenses on deposits in
India during 2007-08 recorded an increase of
45.56% compared to the previous year, whereas
the average level of deposits in India grew by
22.09%. This resulted in increase in the average
cost of deposits from 4.69% in 2006-07 to 5.59%
in 2007-08.

Non-Interest Income

Non-interest income stood at Rs.8,694.93 crore as
against Rs.6,725.26 crore in 2006-07.

During the year, the Bank received an income of
Rs. 197.41 crore (Rs.598.12 crore in the previous
year) by way of dividends from Associate Banks/
subsidiaries and joint ventures in India and abroad.

Operating Expenses

There was marginal decline of 1.84% in the Staff
Cost from Rs.7,932.58 crore in 2006-07 to
Rs 7,785.87 crore in 2007-08. Staff Cost included
an amount of Rs.575.00 crore towards Wage arrears.
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