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Management Discussion and Analysis Report

1. Macro —Economic Scenario

1.1 Gross Domestic Product

According to the advance estimates of the Central Statistical
Organization (CSO), the growth of real Gross Domestic Product
(GDP) in 2008-09 is placed at 7.1% at Rs 33,51,653 crore as
against a growth of 9.0% during 2007-08. Relative share of the
various economic activities in GDP is as follows: Agriculture,
forestry and fishing — 17.1%, mining and quarrying — 1.9%,
Manufacturing — 14.8%, electricity, gas and water supply — 2.0%,
construction — 7.2%, trade, hotels, transport and communication
— 28.8%, financing, insurance, real estate and business services
— 14.8% and community, social and personal services — 13.4%.
Further, estimated growth during 2008-09 in these sectors are
2.6%, 4.7%, 4.1%, 4.3%, 6.5%, 10.3%, 8.6% and 9.3%,
respectively.

1.2 Industrial Sector

On account of global slowdown and recession observed in
several economies of the world, industrial activity in India has
been adversely affected, more so in the second half of the fiscal
2008-09; the month-on-month growth in general index revealed
a negative growth during December 2008 and February 2009.
Overall, the cumulative growth for the period April-February 2008-
09 stood at 2.8% over the corresponding period of the pervious
year.

For the reference period, the sectors that showed better growth
are: Beverages, Tobacco and Related Products (14.7%),
Machinery and Equipment other than Transport equipment
(9.7%), Basic Metal and Alloy Industries (4.9%) and Textile
Products (including Wearing Apparel) (4.5%). During the same
period, certain sectors that revealed negative growth, are: Jute
and other vegetable fibre Textiles (except cotton) (-10.9%), Wood
and Wood Products; Furniture and Fixtures (-8.9%) and Food
Products (-6.2%).

As per use-based classification, the sectoral growth rates in April-
February 2008-09 over the corresponding period previous year
are 2.7% in Basic goods, 8.8% in Capital goods and (-)2.7% in
Intermediate goods. During the same period, the Consumer
durables and Consumer non-durables have recorded growth of
4.1% and 5.1% respectively, with the overall growth in Consumer
goods being 4.9%.

1.3 Agriculture

The second advance estimates of the Ministry of Agriculture
released in February 2009 have placed total foodgrains
production in 2008-09 at 227.9 million tonnes, lower than the
production of 230.8 million tonnes in the previous year.
Subsequent information on good sowing for rabi crops and the
trend in procurement suggests that agricultural production during
2008-09 may turn out to be better than earlier anticipated.
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Y 2008-09 B IRIF IR, Bled, URTET IR AR &3 & Fbhd
ERE IS H 10.3% BT gfg 8F &I AN 7 | ar-fawwR, 2008-
09 & SR Ao arei & Sared ¥ (siia - fawwR, 2007-08
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ffors smRa STeR o it 3fiid-Td, 2007-08 & SR 88522
fAfera SR STer & 91 A s o |

JM-ATd, 2008-09 & SR, Tl AT BT Hed 93176 fAfera
SFIRD! STeR TR ATHT AT Sl fUeel g9 I aagodl sae H 79715
fAfera sMRPI STOR & ol MATT W 16.9% 37D 20T | V-1,
2008-09 & GRM, IR-Tel IMATT &I Hod 194584 fafera spiRast
SR ORI AT S 3eI-71d, 2007—08 H 171940 fAfera=
SARP! SR & IMRATT I 13.2% 3AfID o7 |

sia-fawmR, 2008 @1 Sy (F) & fow avg - FHgaR facd
IR BRI & I 9 odr gadr g f& gonfraiT @
gt @1 fafa § 23.520 (a1fded) ARTEE <@ SR SH fUwd
Ty Pl qEgRUl AT B GHlael 30.93% DI Jhg Tol DI TS | AT
& ATel ¥, AR, I UG SURE Bl AR H[e AT BT 4.57%
e AR g 3/l & IR S 50.65% 1 Ife F |

1.6 facel g1 amxféra ey

Bt faed ga1 aRfaa (A 1 72, 2009 T 251702 fferas s@Ra
STeR TR 3T T8 R 398 9, 2009 & 3id H 283 fAferas sror
®I RTEe &5 @1 T8 | | TRIEM el 7 9, Al gar i
241487 fafera eFR®I STeR BT T @vl Rfea e 9231
fafere smR®T STer <& |

2009 & SRIF Sfdact &7 § facd dxemnd faaa 99 780.60
fAfora smRe SToR B Wafd For & § o 537 fAfera
RS STeR HT Faa—fafay garm|

28 <

1.4 Services Sector

The estimated growth in GDP for the trade, hotels, transport
and communication sectors during 2008-09 is placed at 10.3
per cent. During April-December 2008-09, the production of
commercial vehicles witnessed a fall of 15.5 per cent (against
the growth of 4.8 per cent in April-December, 2007-08) and
passengers handled in civil aviation decreased by 6.3 per cent
(against the growth of 20.4 per cent in April-December, 2007-
08). The sector, ‘financing, insurance, real estate and business
services’, is expected to show a growth rate of 8.6 per cent during
2008-09. The growth rate of ‘community, social and personal
services’ during 2008-09 is estimated to be 9.3 per cent, mainly
on account of increase in the revenue expenditure of central
government by 39.2 per cent.

1.5 Foreign Trade

The cumulative value of exports for the period April-March 2008-
09 was valued at US$ 168704 million as against US$ 163132
million during the corresponding period last year, thereby
registering a growth of 3.4% in Dollar terms over the same period
last year. As regards imports, the cumulative value for the period
April- March, 2008-09 was US$ 287759 million as against US$
251654 million registering a growth of 14.3 per cent in Dollar
terms over the same period last year. As a result, the trade deficit
for April- March, 2008-09 was estimated at US $ 119055 million
which was higher than the deficit at US $ 88522 million during
April- March, 2007-08.

Oil imports during April-March, 2008-09 were valued at US$
93176 million which was 16.9 per cent higher than the oil imports
of US$ 79715 million in the corresponding period last year. Non-
oil imports during April- March, 2009 were valued at US$ 194584
million which was 13.2 per cent higher than the level of such
imports valued at US$ 171940 million in April- March, 2007-08.

Commodity-Group wise Foreign Trade Performance Analysis for
the period April-December 2008 (P) reveals that engineering
goods contributed 23.52% (maximum) in exports and recorded
a growth of 30.93% over the corresponding period of the previous
year. In case of imports, pearls, precious & semi-precious stones
accounted for 4.57% of total imports with a growth of 50.65%
during the same period.

1.6 Forex Reserves

Total foreign exchange reserves as on May 01, 2009 was valued
at USD 251702 million and recorded a decline of 283 million
over end-March 2009 level. Out of the total reserves, foreign
currency assets were valued at USD 241487 million while gold
reserves were valued at USD 9231 million.

During 2009, FII net investments in equity segment amounted
to USD 780.60 million while there was net disinvestment in the
debt segment to the tune of USD 537 million.
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ISTHIYR Iy 2008-09 Bl YRHIATT 05,04 /2008 B 7.71% TR HaT
RIawR, 2008 & SR 11.6% -12.1% & & o= &I | 02.08.2008
BT GERBINT 12.91% & Iod VR IP Ugd T8 fobg FaRIER, 2008 &
T W Hed do1 MR IXG & Hod H HH B B HRT JaT THIfT
H fR-R B B T |

25 /04 /2009 I HHG A8 8 @ISC-aX-WISC AR TR IR T
eI ®I a1 &% (26.04.2008 & URI) 0.70% (W) & <
fUsel w<TE (18.04.2009 B WAMK) 0.57% () iR e af @&
Tagodl T (26.04.2008 BT FA) & SR 8.27% T |

‘Trrffes aegell’ (22.02% @ MR dTell) & JADID H 0.2% DI Ilg
88 SR I% 253.2 (M) & Fgax 253.7 (M) & M1 ‘Sed, S,
faSTel 3R gfdde’ (VR 14.23%) 323 (@) W T 3R ST Bl
gRad T8 garm iR ‘fafmior Semel’ (VR 63.75%) H 0.3% @1
gfg g3 ok I8 s wxE & Gt sdbsl & qorad 201.6 (0)
A ggax 202.2 (N) & MY

2. a1 ud dfer yafdan

2.1 HgT ATgfd

a1 3MgfT (T 3) ¥ o 2007-08 H g8 20.9 URIA (6,94,535 BRI
¥UQ) @ gfg o H a9 2008-09 H 18.4 Ufwd (7,40,332 RIS
¥YY) &Y gfg g% | ARE & &r 96 Foli H fwd af @1 20.9
IS (4,45,503 RIS 0) @I gfg @I ol § a¥ 2008-09 H 16.8
Ufivd (4,32,850 PRI $0) B i §s | PR Pl el dF 0T
# 3,40,250 TS HUY (37.6%) @1 G I P TE |

2.2 Ifaa afviiae 99 (Todidl &1 IRIER)
2.2.1 IYfaa afviisas a1 &1 fa STHRIRET

STNIfer aTfoTiRTes et &1 gt SHRINAT # el af &1 22.4 ufirera
®I i (5,85,006 BRI B0) BT =T H 99 2008-09 H 19.8 UfIerd
(6,33,382 FRIE JUY) DI gl s ST 38,30,322 PRIS B0 B VR W
Ugd TS | AT SHERIAT 3§ 2007-08 BT 22.0 U o e # a¥
2008-09 H -0.8 URIRI & RUMHAS Jlg &6l B g Slaid AT
SHRIAT # fUsel 9y @1 22.5 Ukrerd #1 gig &1 o= 9 av 2008-
09 #H 23.9 U BT ITacR g B | 2008-09 B IR STAT AUBT B
ATF—HTT Y Yol YUl 4 ST & & FoT < Ang WA # gata
& g |

222 IJgqfaa afvificas I&1 &1 95 FkoT

e arforsy di gRT QU ¢ IR-@ren= ol # s av &
23.0 Ui (4,32,846 PRI BUY) I Jooo H a9 2008-09 H 17.5
gfcrerd (4,06,287 FRTe ¥UY) HI gl 8 Sl 27,23,801 IS HUY
% | b yorel 2g IfeWiel AR-Wre FOI-SH1 SIgUR 2007-08 &
73.6 URTeR | GCHR 99 2008-09 H 64.4 TR W& 1T | g
it di & @rer For 4 fUse 9f g8 2,121 IRIS $UY @l
FHH B GHTael ¥ 2008-09 H 1,812 IR TUY Bl gfE §s | BRIV,
2009 b YT dcb 0T BT &=aR o § a9 <% 99 MR )
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1.7 Price Trend

Fiscal 2008-09 started with somewhat high inflation at 7.71% on
05/04/2008, which continued its northward movement to hover
in the range of 11.6% - 12.1% during June — September 2008. It
touched a high level of 12.91% on 02.08.2008 but October 2008
onwards, there was a gradual lowering of the inflation mainly on
account of softening of crude oil and commodity prices.

The annual rate of inflation, calculated on point to point basis,
stood at 0.70 percent (P) for the week ended 25/04/2009 (over
26/04/2008) as compared to 0.57 percent (P) for the previous
week (ended 18/04/2009) and 8.27 percent during the
corresponding week (ended 26/04/2008) of the previous year.

The indices of ‘Primary Articles’ (having a weight of 22.02%)
rose by 0.2 percent to 253.7 (P) from 253.2 (P), ‘Fuel, Power,
Light & Lubricants’ (Weight 14.23%) remained unchanged at
323 (P), and that of ‘Manufacturing Products' (Weight 63.75%)
rose by 0.3 percent to 202.2 (P) from 201.6 (P) vis-a-vis the
previous weeks' respective figures.

2. Monetary and Banking Trends

2.1 Money Supply

Money Supply (M3) increased by 18.4 percent (Rs.7,40,332
crore) in 2008-09 as compared with 20.9 percent (Rs.6,94,535
crore) in 2007-08. Bank credit to the commercial sector increased
by 16.8 percent (Rs.4,32,850 crore) in 2008-09 as compared
with increase of 20.9 percent (Rs. 4,45,503 crore) a year ago.
Net bank credit to Government recorded an increase of Rs.
3,40,250 crore (a growth of 37.6%).

2.2 Scheduled Commercial Banks (SCBs Business)

2.2.1 Aggregate Deposits of Scheduled commercial Banks

Aggregate Deposits of SCBs increased by 19.8 percent
(Rs.6,33,382 crore) during 2008-09 to reach a level of Rs
38,30,322 crore as compared with 22.4 percent (Rs.5,85,006
crore) in the previous year. Demand deposits recorded a negative
growth during 2008-09 at -0.8 percent vis-a-vis 22.0 percent in
2007-08 while time deposits clocked a higher growth of 23.9
percent in 2008-09 as against 22.5 percent in the previous year.
In addition to the mobilization of deposits, the banking sector’s
lendable resources were augmented innovative capital
instruments during 2008-09.

2.2.2 Bank credit of scheduled Commercial banks

Growth in Non-food credit extended by the scheduled
Commercial banks (SCBs) moderated to 17.5 percent
(Rs.4,06,287 crores) in 2008-09 to a level of Rs 27,23,801 crore
as compared with 23.0 percent (Rs.4,32,846 crores) in the
previous year. The incremental non-food credit- deposits ratio
for the banking system declined to 64.4 percent during 2008-09
from 73.6 percent in 2007-08. Food credit of SCBs increased by
Rs. 1,812 crore in 2008-09 as against a decline of Rs. 2,121
crore in the previous year. The figures of sectoral deployment of

> 29
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iR dfFT o sutrl @ Ry T kol H Seaad g (48.6
gfierd) qof @ T8 3R S 918 IR HUGT ¥ (26.7 Ufde) 31k
JERT # (25.9 UfTerd) W 2 | HY IR 1A F0i H HAT: 16.4%
3R 12.00% @1 iy B |

2.2.3 gYfaa Mg d&1 &1 fde

2008-09 @ AR I Afosd Jaf &1 Hal THTANR f1ay
11,65,746 IRIE B0 <& AT 20.0% &I I T2 | ITH A AXHR
gist qoIT o= SrgAIRd ufenyfaal # Iy FHw: 11,48,168 RIS B0
qAT 17,578 RIS 0 38T | A, 2009 & 3id # I arforsg Japt
T FAY-STAT SIUTd 30.43% &7 | AR Aoy bl gRT YR/
R/fderfae safe # fFawr & v # arfrsy e @y e
7T 1,04,121 PRI B0 BT| sUH 99 <X 99 8615 BRI B0 Bl
gfg g3 AT HIE, 2008 & 95,506 PIIS B0 B VIR H 9% 3D
NET |

3. fgq ga=eH

d% ¥ 3uferd SIRed yewe Ughy dr) & SR 9Rd Rofd da 3R
s e el 1 wE-ag R T RSl & R
3AD! Ay e @ Sl § SR g srea fdhar Sirer 2
SIRER gawed W Aevs! @ wiae 9 (Hsa wi |fif)
I & SRGE gae & FHY B Wdl § | 39 IfARxh driuTeTd
T AT S aOR SIRed g SR g gdgd |fifa
(aremT), U1 SIRgA B RV SIRGH UdEE ARG iR gReEred
SIReH ©g IRATe-IRe SiIgd gdgd |fAfa &1 f 9% H Ted
fam T & et Fafdd Jol 4 FRAR e UR UvTfer a1 A
T AR @ ST 2 |

3.4 9 Il BT ST

d& «, IR RSd 9% gRT SN gofl gaieqdT &fe & 9¢ ARasi
% IJAR 31.03.2009 HT IHA || HUAT YT FR <l | 31.03.2009
B 95 B ARMRTAR 9% P JAaH e e & gaoed
TRIC | B AT 12.00% 3R A 1| § ST 12.98% <& | 9 314,
IRag Rerd & & Ariicsl & srgar fafv=1 Sifewi & dgd, o
qreT AR H I GEHIV UM & oY TR Bl TRIR &R 6T & |

I B o1 SiRaw yara fY o kot DY & dgd we ifen,
gfpare oix faasyef A\ 3 @1 o & =9 dafes
SURGARN/[SIRSA T8 BT U M a1l &1 wR, SR
FUT UGN B B U SR UfEfd e onfe wnfve €1 % 9
wHfad SRew g N ff ar] @ 2| deife Siked smerRd
AR TETmRIeT (SMRIEY) & SRY eErRll & SIReH UIhsd
T SIRa MeTRT UdereT BT ge aoTaT TAT ¥ | FoT e o,
FUT fAURT 9 ST s wU W B R &l dfe SRgH
ydeT fITT, 3Tafiie MR TR 6 & g k01 BT AHIET 3R AR
BT B | SREH Jaee faMeT & W &1 Guerd 9o & foy S
aidRe vd gfafted ufleror wRemsii & #rem o ufSeror yae fham
T |
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bank credit available up to February 2009 indicates that, on
year-on-year basis, credit to NBFCs recorded the highest growth
(48.6 percent), followed by real estate (26.7 percent) and industry
(25.9 percent). Agriculture and Housing grew by 16.4% and
12.0%, respectively.

2.2.3 Investments of Scheduled Commercial Banks

Total SLR investment of Scheduled Commercial Banks stood at
Rs 11,65,746 crore or a growth of 20.0% during 2008-09. Out of
this, investment in Government Bonds and other approved
securities were to the tune of Rs 11,48,168 crore and Rs 17,578
crore, respectively. The Investment-Deposit ratio of the SCBs
as at end March 2009 stood at 30.43%.

Accommodation provided by the SCBs to the commercial sector
in the form of investment in Commercial Paper/Shares/
Debentures/Bonds etc amounted to Rs 1,04,121 crore, a YoY
increase of 8,615 crore or a growth of 9% over March 2008 level
of Rs 95,506 crore.

3. RISK MANAGEMENT

The Bank has put in place requisite Risk Management Systems
which are reviewed and updated periodically in the light of
guidelines received from Reserve Bank of India and other
regulatory bodies from time to time. The Supervisory Committee
of Directors on Risk Management (Board Level Committee)
oversees the overall Risk Management functioning of the Bank.
Further, Executive level committees such as Asset Liability
Management Committee (ALCO) for Market Risk, Credit Risk
Management Committee for credit risk and Operational Risk
Management Committee for operational risk have also been
constituted in the Bank, which meet at regular intervals to
supervise and monitor the progress on an ongoing basis.

3.1 Implementation of Basel Il

The bank has become Basel Il compliant as on 31.03.2009 in
terms of the New Capital Adequacy Framework guidelines issued
by the Reserve Bank of India. The bank’'s CRAR as on
31.03.2009 was 12.00% under Basel | and 12.98% under Basel
Il as against minimum regulatory requirement of 9%. The bank
is now gearing itself to adopt the advanced approaches in due
course of time under different risks as per RBI guidelines.

The credit risk management policy and loan policy of the bank
articulate policies, processes and prudential limits covering
exposure levels for individual borrowers / group exposure,
industry wise exposure, limits on exposure to sensitive sectors,
pricing policies, lending specifications, thrust and restricted areas
of lending etc. The Bank has also put in place an integrated
Risk Management policy. Risk Based Supervision (RBS) has
been fine tuned for risk profiling of branches through a scientific
risk based internal audit (RBIA) system. The Loan Review
Mechanism is functioning independent of the Credit department
and Risk Management Department reviews and monitors large
credit exposures of the Bank on periodic basis. Training of the
staff of risk management department for upgrading their skills is
undertaken both internally as well as through reputed training
institutions.
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4. SIRgy e aRe oraraar

& 1 TRUEE ®U H ARIH MR ARS RATIRIET (IMRIIMEY)
BT Prifad fBar & R Ard, 2004 § URH fHar mar or | SiRked
SR SidRe orkar T¥ieT HfT iR orRaroRle ®ie, aRdg Rord
3T & AFAR AW by 7Y €| db 1 01.10.2006 | HHIfEr
I e JUERT gU SIREW SeniRa ofiaRe oiardwier & gl
TRE U foram v | d% SiRad menRa siaRe erRaraRier @1 =if/
BRI BT dfHT SN B TIaH UGl B IRY AT AR
I #R 8T 2| 94 2008-09 & IR 1300 WIS BT SIRGH
RT ATTRE cIaTaRien &1 T |

5. MRT TIaT U§eH

9% 7 9RAg Red §o & ARiFEE & sgaR Rd <Idr yded
ARy (rmedr) @1 Tod fhar © el 9o e &R uRew,
SHERIASRAT &1 uRuddar Wersd, o dae Refa ok
fract sarot 919 &7 geeH e @ ader oxq ¢ forv fafag
SaRTAl IR AT @Y ST 2 |

JMRT AT gde N IR Sked v = (i SiRew weee =g
tRrfier FRriRa o=t 21 qroR @) Fdae kRl & e
9 Y &7 e MR W gIeoT fhar Srar 8 ok ey ded
gRT 39 faffaq ergAifed fear Sirar 21 9% @l enRa <uar udes
[ffy (@red)) e ok arer SiRegw ARl & fuRor &k
RIS, YAl SR WieRueR (qofl # SiRew wiRa enfRa
aruTe) Rerfer @1 geier, SHRTNI/ARMT W &1el &R0 @l g,
fafr=1 fFeIiRa SiRes Amrell &1 srgure ok 9% & gad-u3 W
e BRBT HT YA1G qAT IR H aade ael [ Reafa & weor
PRIAR A & FRT gRT IR SIReq &7 yae g qAderr Sl
2 arfe anfrean & &)

6. 9T SIIRIT Yse-

U SIIRGH Ueer| Ufhar §& & THT SIRIT Uee &1 U Sff=ard
ST & S 20T SR B Fed YR TR HHIeY 6l & | Sigd &
BIBROT BT e, Fo7 fo Al & eRvr, AR vd aHen
R a1 SIaT @ ST Uohdl SuRGd! fad, ¥ o<, HaaTdia &=
B T (AR FUGT IR Yol a6k AfEd), o1 & g9, A
g yfoefd e fRuiRa e, S fag, waid fad ud siar-da
ol IR frfiR oRar 8 | FARAR SR o) SeT aegg= fhu o € |
Jo I ‘skor SR yeeH ARy @1 wed fear € W smdfde
JARTAT W FoT gyRIA dael ifaai, ufhast vd ugfaar &
e 3R R el 2

S g4, 9% 93 HRUNE, oY Td Aegq e (THus), Red o
IRl | T ol SURGART & Joaied & forg I d6
geer AR gRT fARid ATsell &1 YANT B I8T AT | B9R SIRgH
Tee RS AN s o &) FeTadr 9 §o 7 faft=r siforay
@ YR @Il & Jedidhd & foIg 1fid e o1 At 19Ty 2 |
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4. RISK BASED INTERNAL AUDIT

The Bank Implemented Risk Based Internal Audit (RBIA) in a
phased manner, which was started in March 2004. The Risk
Based Internal Audit Policy and the Audit format(s) have been
revised in sync with the revised guidelines of RBI and experience
gained by the Bank in due course. The Bank has fully migrated
to Risk Based Internal Audit w.e.f. 01.10.2006 on the revised
policy format(s). The Bank is in the process of further fine tuning
of policy/format of RBIA to be in line with latest in the Banking
Industry. Risk Based Internal Audit (RBIA) of 1300 Branches was
conducted during the year 2008-09.

5. ASSET LIABILITY MANAGEMENT

The bank has constituted the Asset Liability Management
Committee (ALCO) in terms of RBI guidelines, which meets at
regular intervals to review the interest rates scenarios, maturity
profile of deposits / advances, liquidity position and management
of Net Interest Margin etc.

The ALM policy sets out the parameters for Market Risk and
Liquidity Risk Management. This policy is reviewed annually in
line with the latest market conditions and is duly approved by
the Board of Directors. The committee on Asset Liability
Management of the bank (ALCO) manages and supervises the
Market Risk by setting and reviewing liquidity and interest risk
limits, reviewing the profitability and CRAR (Capital to Risk
weighted Assets Ratio) position, reviewing of the rates of interest
on deposit/advances, adherence to various risk limits fixed and
impact of external factors on the Bank’s Balance Sheet and
determining business strategy in the light of prevailing liquidity
position in the market with a view to optimizing profits.

6. CREDIT RISK MANAGEMENT

The credit Risk Management Process forms an integral part of
overall Risk Management of the bank, monitors the credit risk on
continuous basis. The concentration of risks is regulated through
fixing, monitoring and reviewing of the credit exposure limits in
terms of single borrower exposure, Group exposure, exposure to
sensitive sectors (including real estate and capital market), laying
down thrust, restricted and prohibited areas of lending, industry
exposure, Substantial exposure and inter-bank exposure. Industry
studies are conducted on an on-going basis. The bank has
constituted Credit Risk Management Committee (CRMC) which
reviews the policies, procedures and systems relating to credit
administration and monitoring at periodic intervals.

Earlier, the bank was using models developed by NIBM for rating
of credit borrowers belonging to Large Corporate, Small and
Medium Enterprise (SME), Retail Lending Schemes. With the
help of our Risk Management consultants, M/S IMaCS, the bank
has put in place more robust credit rating models for rating of
various categories of borrowal accounts.
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7. OPERATIONAL RISK MANAGEMENT

The bank has established an Operational Risk Management
Committee (ORMC) which meets on regular basis to review the
matters related to operational risk. The Operational Risk
Management Policy of the bank outlines the structure and
framework for measuring, monitoring and controlling operational
risk in the bank. The data/ information relating to loss events
and key risk indicators are being compiled for assessing risk
areas. The Bank has also joined External Data Pooling company
named as Credit and Operational Risk Loss Data Exchange
(CORDEX) initiated by IBA. The Bank lays due emphasis on
identifying risk prone areas and taking suitable remedial steps
by streamlining / reviewing systems and procedures, imparting
training so as to guard against such incidents. In this respect,
guidelines received from Government of India and Reserve Bank
of India are also kept in view while making any change in the
policy / manual.

8. INDUSTRIAL RELATIONS

Industrial Relations in the Bank continued to remain cordial and
harmonious throughout the year. As per past practice, the Bank
continued to pursue the principle of Participative Management.
The Workmen Union, Officers Association and the Management
kept on working together for the all-round prosperity and growth
of the organization. As a result of cordial and harmonious
industrial relations, the Bank has been able to show improved
performance year after year. The grievance redressal mechanism
in the Bank is quite effective. The grievances of the employees,
if any, are promptly resolved through mutual and bilateral
discussions in the regularly held industrial relations meetings.

9. INTERNAL CONTROL SYSTEM

The Bank has 12 Regional Inspectorates at different locations
to oversee the working of Branches and to ensure that the internal
control systems are strengthened to bring the desired
improvement and give timely feedback to the Top Management
to take immediate corrective steps. Risk Based Internal Audit
(RBIA) of Branches is conducted every year by internal
inspectors. The Income Expenditure Audit of all the Branches
(other than branches under Concurrent Audit) was also got
conducted from Chartered Accountants for calendar year 2008.
In conformity with RBI directives, Concurrent Audit of the
Branches is also being conducted by reputed Chartered
Accountants covering 59 % of the Deposit and 81 % of Advances
and 68 % as per total working as on 30.09.2008. A total number
of 288 branches including specialized branches, Service
Branches and certain select Departments of Head office are
under Concurrent Audit as on 31.03.2009.

9.1 Loan Review Mechanism

Loan Review Mechanism (LRM), which was started in our Bank
in the year 2004, has proved to be an effective tool for constantly
evaluating the quality of loan book and to bring about qualitative
improvement in credit administration. The findings of the review
are discussed by the loan review team with the Branch Managers
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and corrective action for all deficiencies is initiated immediately
to rectify them within the stipulated time period. During the
financial year 2008-09, the LRM teams conducted review of 490
Large Borrowal accounts with a total exposure amounting to Rs.
30481.46 crore covering 106 branches.

10. VIGILANCE MACHINERY

The Vigilance set up of the Bank is under the overall supervision
of the Chief Vigilance Officer of the rank of General Manager
and comprises full-fledged department at Head Office and 16
Vigilance Officers posted in the field (at selected Regional
Headquarters) functioning directly under the control of the Chief
Vigilance Officer.

As per guidelines of Central Vigilance Commission, the Bank is
taking measures for substantial improvement in all areas of
vigilance i.e. preventive, detective and punitive. As a preventive
vigilance measure, the Vigilance Officers conduct Surprise
Inspection of branches mainly directed towards adherence to
Systems & Procedure with special focus on fraud prone areas.
The deviations observed are brought to the notice of the
concerned authorities for taking corrective measures in time.
During the year 2008-09, Surprise Inspection of 858 branches
and extension counters was conducted.

In order to make the staff more vigilant and ensure their
participation in the vigilance functions, Vigilance Committees
have been formed at branches having more than 15 employees
and at specialised branches. Similarly, Regional Vigilance
Committees have been constituted at Regional Offices to
deliberate on the observations of branch level Vigilance
Committee meetings and review their functioning. The Vigilance
Department at Head Office oversees the functioning of these
committees through feedback received from the Regional Heads
and the Vigilance Officers posted in the field.

As per the directions of Central Vigilance Commission, ‘Vigilance
Awareness Week’ was observed at all the offices of the Bank
with special focus on efficiency and transparency in public
spending and to raise awareness among the users of the services
provided by the Bank, initiatives taken for improvement of the
systems and procedure and avenues available to them for
redressal of their grievances. Accordingly, the customers were
informed of the products and the services provided by the Bank,
and code of ‘Bank’s Commitment to Customers’. The procedure
for making complaints under ‘Public interest Disclosure and
Protection of Informers’ was publicised highlighting the fact that
the identity of the complainants is kept secret and the complainant
is protected from victimisation.

With a view to improve the investigating skills of the Vigilance
officers, they were exposed to various training programmes
organised by reputed institutions. An in-house training
programme was also organised in co-ordination with HRD
Department and Department of Information Technology to update
the knowledge of the Vigilance functionaries in the CBS
environment. The Vigilance Department maintains liaison with
Central Vigilance Commission and Central Bureau of
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Investigation and also co-ordinates with various departments
within the Bank to ensure efficacy of vigilance administration.

11. SYSTEMS & PROCEDURES

The review of existing systems & procedures is an integral part
of Bank’s functioning. Fast changing banking scene and partial
shift of banking from brick & mortar model to click banking has
necessitated many changes in the way we work. More over, with
the 100% migration to CBS platform the existing systems &
procedures need constant review. Further, with advancement of
technology new products/services are being offered by the banks.
The O&M cell has updated the Manual for routine banking
operations based on the guidelines issued by the bank upto
31.03.2008. The advances manuals have also been updated
and both these manuals have been hosted on the internal website
of the bank for guidance of the staff. The cell is also monitoring
the Query & Suggestions received from the constituents on the
website of the bank. The cell gives prompt response to the
queries received and ensures providing of instant solutions to
the problems faced by the customers of the Bank.

12. INFORMATION TECHNOLOGY
12.1 Core Banking Solution (CBS) and Wide Area Network

Our Bank is one of the first few Banks to transact 100% banking
operations through CBS enabling its customers to avail state of
the art IT based Products and Services including the facilities of
Electronic Delivery Channels at all the Branches and Extension
Counters of the Bank. The Bank has successfully upgraded to
new version of CBS package during the year under reference,
thereby improving the functionality and facilitating Straight
Through Processing for RTGS and NEFT services.

The CBS software has been customized to generate large
number of Statutory and Statistical Returns thereby ensuring
correct generation of the information at corporate level on
instantaneous basis. The major emphasis has been put on
correction and completeness of customer data and large number
of statements and statistical returns are being generated through
CBS only.

To strengthen the Bank’s commitment towards uninterrupted
service to its customers, it has built a robust Corporate Network
using Leased lines and VSATs with highest level uptime. During
the year under reference, Wide Area Network (WAN) has been
strengthened by adding additional routers at each of 29
Aggregation Points so as to avoid single point of failure at ROs,
thereby ensuring highest uptime of the entire network.

12.2 DR Setup

Bank has implemented 3-way DR architecture through Primary
Data Centre at IDC-Il, DAKC,Vashi, New Mumbai, Near Line Site
at its IDC-I and Disaster Recovery Site at Greater Kailash, New
Delhi for Zero Data Loss for CBS.

The data is synchronously replicated from PDC to NLS and is
asynchronously replicated from NLS to DRS. This ensures that
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in case of major problem at PDC, complete data of CBS can be
made available at DRS within the shortest possible time.

12.3 ATMs

During the financial year, Bank deployed 104 additional ATMs
including 14 ATMs deployed at Metro Stations in Delhi and 6
Mobile ATMs deployed at Sriganganagar, Ahmedabad, Delhi,
New Delhi, Dehradun and Jalandhar. Two Biometric ATMs, one
each under Dehradun and Chennai regions have been made
operational. Thus, as on March 2009, Bank’s ATM network stands
at 845 ATMs, which includes 576 Onsite ATMs, 263 Offsite and
6 mobile ATMs. However, with MITR, NFS and VISA connectivity,
the ATM cards of the Bank are accepted across more than 34000
ATMs deployed in the country. Approximately 53% of eligible
cash transactions are happening through the ATMs for the Bank
as a whole. In order to issue ATM card to the customers
immediately at the time of opening accounts, the ‘Welcome Kit’
system has been implemented during the year through which
ATM Card, ATM PIN and Internet Banking facility is made
available to the customers immediately at the time of opening of
account. To ensure continuity in ATM operations during the year
under reference, the DR setup for ATM Switch has been made
operational at DR Site, New Delhi.

12.4 Internet Banking

During the year under reference, Bank upgraded the version of
Retail Internet Banking thereby providing additional facilities of
Online NEFT and RTGS, e-Commerce, Online Trading of shares
etc. Within this year, Bank’s Internet Banking for Retail customers
has seen 79% increase in daily hits. During the financial year,
44000 new customers have been registered for Internet Banking,
taking the total base to 1.98 lacs. e-Tax facility has also been
provided to the customers to deposit Direct Taxes, online through
Net Banking.

12.5 Electronic Payment System

All the branches of the Bank offer Inter-Bank remittances through
RTGS and NEFT which uses secured channel of SFMS managed
by IDRBT. Internet Banking subscribers of Bank are encouraged
to use online facility of NEFT for inter-bank remittances.

The above Electronic Payment System has witnessed many fold
increase in transactions on y-o-y basis i.e. 45,700 transactions
were done during March 2009 as compared to 8824 in March
2008 through RTGS and 11000 transactions were done during
March 2009 as compared to 3300 in March 2008 through NEFT.

The Bank also launched SMS Banking during the financial year
which is being widely used by large number of customers. As on
March 2009, 1.5 lac customers are availing this facility with more
than 30 lacs SMS messages being sent per month.
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12.6 Corporate Website

Bank has totally revamped its Corporate Website by making it
more interactive and informative. The look and feel has been
enhanced keeping in view the corporate identity and value added
interfaces like NSE Market Tracker, NSE Foreign Exchange
Tracker, BSE Sensex, NSE Nifty, S&P CNX, Cricket Score etc.
have been incorporated in the site. The website has also been
secured by implementing SSL encryption from VeriSign.

Bank has also implemented Online Customer Complaint system
on its corporate website for prompt disposal of complaints.
Customers are also encouraged to give suggestions and raise
queries through Bank’s corporate website.

12.7 IT Security

Bank has put in place state of the art security equipments and
monitoring tools at its Primary and Secondary Data Centres. The
security events are monitored on 24x7x365 basis. Bank is also
in the process of obtaining ISO 27001 accreditation for its Data
Centres which is highest security standard for Information
Security Management System (ISMS).

All the transactions / information flows from branches to Data
Centres are secured by way of implementing IPSec at Router
level and installing VPN Concentrator at Data Centres.

Bank’s Corporate Web Portal https://obcindia.co.in and Internet
Banking Application https://obconline.co.in are secured through
internationally accepted VeriSign SSL certification, thereby
bringing in security comfort for users of the Bank’s websites.

Bank has also been guarding its customers through Internet
Banking as well as Corporate website against any possible
Phishing and social engineering attacks. Bank’s staff has also
been advised to educate customers on such kind of attacks.
Separate session on Information Security is incorporated in all
trainings held across all the Training Centres of the Bank.

12.8 New Initiatives taken during the Year

° Bank has implemented IP Telephones across 350
branches, Regional Offices and Head Office locations to
improve the intra-Bank communication at reduced costs.

° Bank has placed order for implementation of HRMS
package during the year.

° Bank has implemented online Foreign Inward Remittance
facility to efficiently remit funds from NRIs from Middle East.

° Historical data of 1140 branches prior to their CBS migration
has been put on computer platform which has been made
available at the Data Centres through a web based
application.
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° As a next step forward to improve the functioning of the
branches, Cheque Deposit Machines have been installed
at 17 branches and Coin Vending Machines have been
installed at six locations.

° In order to tap the Government business specially the
pensioners, Bank has procured web package for the
Centralized handling of Civil and Defense Pension which
is implemented at Service Branch, Delhi.

° IT enabled Financial Inclusion has been implemented
across Bhatinda, Dehradun, Amritsar and Singampuneri
covering 319 villages.

° The Integrated Treasury Module has been made fully
operational at IBD and Treasury Department, Head Office.

12.9 Staff Education

Bank has prepared comprehensive CD containing information
on IT Based products and services of the Bank which is being
used by Regional Offices and branches for making presentations
during the Customers’ Meet. Seminars were organized at large
number of Regional Offices on correction and completion of MIS
data and also for handling of the advanced CBS features such
as Loans, NPAs, etc.

All IT Specialist Officials of the Bank were exposed to
contemporary technologies including Business Intelligence, Data
Warehousing during the year under reference.

13. THREATS

The global recession is taking its toll on the Indian economy.
India economy is going through tough times as the turmoil in
various developed economies like US, UK & European countries
is having its indirect impact on it. Various sectors of the economy
such as real estate, automobile, IT industry & export-oriented
firms are facing dips in their profits, job cuts, thinning of margins.
There are reports of significant declines in output of automobiles,
commercial vehicles, steel, textiles, petrochemicals, construction,
real estate, finance, retail activity and many other sectors. All
this is putting pressure on the operations in the banking sector.
The level of NPAs in the banking industry is showing signs of
moving up. The asset quality of the banks is deteriorating as the
credit ratings in various sectors are being degraded. The NIM is
also under pressure due to low level of demand deposits. Interest
rates are showing declining trend and spread management is
going to be crucial factor in near future in order to overcome the
challenging period.

14. OPPORTUNITIES

As at end-March 2009, the bank has crossed a total business of
Rs.1,67,000 crore and has set a target of crossing another
milestone of Rs.2,00,000 crore by March 2010. The bank has
pan-India presence with 1401 branches & 66 extension counters.
The number of ATMs stands at 845 consisting of 576 on-site,
263 off-site & 6 mobile ATMs. During the current year, Bank has
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put its first foot forward on foreign journey by opening of its
representative office in Dubai. By March 2010, the Bank plans
to have a branch network of 1500 branches. The joint venture
company ‘Canara HSBC Oriental Bank of Commerce Life
Insurance Company Ltd’ has started its operation from June 16,
2008 and this venture is going to be a booster dose for increasing
the other income of the Bank. The bank has become Basel I
compliant as on 31.03.09 and its CRAR as on 31.03.09 stands
at 12.98% under Basel Il norms. The bank has successfully
upgraded to new version of CBS package resulting into better
functionality. The usage of Internet banking and ATMs is also
showing signs of improvement and numbers of inter-bank
transactions through RTGS & NEFT are also increasing. Website
of the Bank has been totally revamped & it has become more
interactive and informative. Process of new recruitments and
internal promotions is being undertaken in a time-bound manner
in order to get ready for taking benefit of the opportunities
available.

15. OUTLOOK

As per projections by various economic agencies, the current
economic slow down is going to continue in 2009 as well. The
earlier projections of GDP growth have been revised. RBI has
projected a growth of 6% for FY 2009-10 in its Annual Policy
Statement for FY 2009-10. But, as per the latest survey of
professional forecasters of RBI, this growth projection has been
scaled down to 5.7%. The IMF has predicted a growth of 5.25%
only for FY 2009-10. WPI inflation for FY 2009-10% is likely to
be around 4-4.5% and Money Supply is expected to be around
17.5%. Deposits & Advances are projected to be around 18% &
20% respectively, for the year 2009-10. Banks in India need to
be careful and selective with respect to credit disbursal and
focus needs to be enhanced on analyzing borrowers financial
health thoroughly.





