CANARA BANK Q1 NET PROFIT UP 26% At Rs.241 Crore

Canara Bank's Net profit for the first quarter of the current year rose by 26% to Rs.241 crore, after making a total provision of Rs.372 crore compared to a net profit level of Rs.191 crore for the corresponding quarter last year. Operating profit for the quarter rose to Rs.612 crore compared to Rs.575 crore recorded during the corresponding quarter of 2006-07. 

Earnings Per Share (EPS) (annualized) improved from Rs.18.64 as at June 2006 to Rs.23.48 as at June 2007 while Book value rose to Rs.203.52 from Rs.176.11 for the corresponding quarter last year. 

Capital to Risk Weighted Assets Ratio worked out to 13.65% vis-à-vis the regulatory minimum of 9%. In the run up to Basel II implementation from March 2008, the Bank has already started parallel run for a smooth transition to new capital adequacy framework . In the medium term, the Bank aims to maintain a 12% CRAR as per Basel II norms. 

Buoyed by a strong 43% growth in the core interest income, the Bank's total income recorded over 36% growth to reach Rs.3760 crore, compared to Rs.2755 crore for Q1 of the previous year. Non-interest income for the quarter amounted to Rs.380 crore, registering a growth of 57% compared to Rs.243 crore for the same quarter a year ago. Total expenditure for the quarter amounted to Rs.3148 crore. 

Canara Bank's global business reached a level of Rs.2,37,866 crore as at June 2007, clocking a 17% y-o-y growth compared to Rs.2,03,272 crore as at June 2006. Moderation in the business growth is in sync with the industry trend of a lean first quarter. Aggregate business was driven by a 16% growth in deposits and 18% growth in advances. While aggregate deposits touched Rs.143126 crore, advances (net) reached a level of Rs.94740 crore. Credit to deposit ratio stood at 66.19% as at June 2007 compared to 65.32% a year ago. 

Productivity measured by Business Per Employee increased to Rs.5.44 crore from Rs.4.59 crore a year ago. Business per Branch also improved from Rs.80.12 crore as at June 2006 to Rs.91.66 crore as at June 2007. Continued customer orientation has been a key factor in enhancing the clientele base of the Bank to over 30 million, comprising 26.24 million deposit accounts and 3.84 million borrowal accounts. 

Asset quality of the Bank reflected further improvement for the quarter ended June 2007. While the Bank's gross NPA ratio came down from 2.15% as at June 2006 to 1.55% as at June 2007, net NPA ratio declined further from 0.91% to 0.89%. Cash recovery for the quarter stood at Rs.201 crore as against Rs.190 crore during the same quarter of the previous year. 

The Bank's investment portfolio (domestic) aggregated to Rs.50061 crore as at June 2007. Modified duration of the investment portfolio in the AFS category has been brought down to 1.52% to realize the stated value as a strategic management decision. 

Outstanding advances to the priority segments registered a 26% y-o-y growth to reach Rs.37970 crore. Credit disbursement to agriculture during the quarter stood at Rs.2390 crore, taking the outstanding agricultural advances to Rs.15621 crore. While agricultural disbursement recorded a growth of 19.56%, outstanding agri-loans posted a growth of 35%, financing 72,000 new farmers during the quarter. 1.6 lakh Kisan Credit Cards were issued during the first quarter, taking the cumulative number of such cards to 23.54 lakhs, involving a credit coverage of Rs.8829 crore. 

Credit to SME segments recorded a 36% growth to reach Rs.15106 crore compared to a level of Rs.11145 crore as at June 2006. In the sphere of education loan, Canara Bank continues to lead the nationalized banks with a loan portfolio of Rs.1345 crore (over 34% growth y-o-y), covering more than 95000 students. As regards SHGs, the Bank, during the quarter, has formed over 10,000 SHGs, taking the cumulative tally under SHGs to 1.6 lakh as at June 2007 and credit linking over 1.28 lakh SHGs. 

Under financial inclusion , during the first quarter alone, the Bank has mobilized 89000 No-frill accounts, taking the cumulative figure to around 4.3 lakh as at June 2007. The Bank has so far achieved Total Financial Inclusion in five lead districts, namely, Palakkad, Malapuram, Wynad and Calicut in Kerala and Davangere in Karnataka. 

Retail lending strategies of the Bank have been fine tuned to focus on the credit rebalancing efforts. While outstanding retail lendings recorded a modest 10.83% y-o-y growth to reach Rs.17168 crore, disbursals under retail lending were to the tune of Rs.1027 crore during the quarter. R etail portfolio as a proportion of net credit stood at 18.29%, down from 19.55% as at June 2006. Direct housing loan constituted 39% of the retail lending portfolio and within direct housing loan, the share of priority housing was over 86%. 

In the InfoTech arena, the Bank has been consistently making progress for enhancing customer convenience and effective delivery of services. 330 branches of the Bank have already been brought under core banking mode. The ATM strength of the Bank has further moved to 1275, covering 505 centres. Consequent to the ATM sharing arrangement under National Financial Switch (NFS) and alliance with SBI group, the Bank's customers have now access to more than 20,000 ATMs across the country. The Debit-cum-ATM card base of the Bank as at June 2007 was over 24 lakh. Besides, 1580 branches of the Bank are offering Anywhere Banking (AWB) services and 1156 branches providing Internet and Mobile Banking (IMB) services . Under the advanced payment and settlement system, number of branches providing RTGS and NEFT facilities also increased to 1572 as at June 2007. 

Human resources management continues to be uppermost in the Bank's strategic agenda. Continuing with adequate focus on training/re-skilling and several initiatives undertaken during FY07, the Bank has started implementing Assessment Development Centre concept as an innovative HR tool to map staff competence and upgrade skill. The Bank has revisited promotion policy and enabled a merit oriented fast track promotion process. Succession planning and lateral recruitment has also been resorted to for attracting young and talented manpower to shoulder higher responsibilities and challenges. ‘ Club 2020 ', a unique and innovative HR initiative of the Bank, draws a group of young and talented officers of the Bank, for strategizing the future growth of the organization. Besides, a novel scheme, christened ‘ Pratibha ', has been introduced to identify and hone the skills of talented officers to take up challenging assignments in specialized fields. An Internship Scheme was also introduced for the benefit of students pursuing MBA programme in reputed institutions. 

Bank has undertaken a ‘ Brand Building ' exercise to improve the visibility and ensure adherence to global benchmarks on quality customer service. The entire branding exercise is focused on the Bank's overall objective of responding to the changing times, customer preferences and articulating its long-term vision. Towards building an effective marketing strategy, the Bank has commissioned an exclusive marketing set up, with every Circle provided with marketing personnel to execute strategies and realize business goals. For a comprehensive study on ‘ Corporate Business Strategy ', the Bank has roped in a reputed internationally renowned consultancy. 

Initiatives have also been taken in the creation of a host of customer centric technologies. The Bank's Customer Relationship Management (CRM) module is at present under testing phase in select branches. Gradually, the same is proposed to be integrated to all CBS branches. A dedicated Call Centre is also in the final stage of implementation for better customer service. 

The Bank has introduced several customized and technology driven products to cater to different clientele segments. CanChamp , a product targeted exclusively for aspiring children up to the age of 12 years has generated huge response from all parts of the country. The Bank has, thus, been able to rope in about 2 lakh young customers into its fold. Canara Centenary Deposit , which was introduced during FY07, offering attractive rate of interest for the depositors, accounted for a good chunk of the deposit accretion. After its successful campaign in Bangalore , SB-Gold Deposit Scheme, a customized product designed to meet the requirements of HNI clients, is planned to be launched in other cities across India . Plans are also underway to launch Can Premium Current Account and a host of techno products in line with the changing banking landscape and also for meeting the expectations of the new generation customers. Adding to a host of products in the retail space, a new scheme, namely, Canara Guide was launched for financing Tax Return Preparers (TRPs). 

In a significant feat, Canara Bank was adjudged ‘ Best Public Sector Bank ' in a survey conducted by ‘ Financial Express - Ernst & Young ' for 2005-06, objectively assessed in a rigorously laid out five broad criteria, such as, growth, credit quality, strength and soundness, profitability and efficiency and productivity. 

GOALS FOR 2007-08

Bank targets a global business level of Rs.2,90,000 crore for 2007-08, with a growth rate of over 20 % , comprising Rs.1,70,000 crore under deposits and Rs.1,20,000 crore under advances . Advances growth will be significantly driven by agriculture, SME, infrastructure and other productive segments, including services sector. 

Towards faster implementation of Core Banking Solution (CBS), the Bank targets to cover all its branches under CBS by March 2008. 

In pursuit of the Bank's global aspirations, 21 prominent centres have been identified by the Bank for expanding the global reach . The Bank's Representative Office at Shanghai is being converted into a full fledged branch shortly. 

After signing of MoUs to create JVs in insurance and asset management, the Bank is exploring similar options in other financial services . 

The Bank is geared up to comply with the revised guidelines issued under priority sector lending. Under ‘Financial Inclusion' , the Bank has set a target for mobilizing one million no-frill accounts during FY08 and bring all 23 lead districts of the Bank under total financial inclusion coverage by December 2007. Besides, one lakh SHGs are targeted to be formed during the current financial, including 22000 SHGs in the urban locations. 

The Bank envisages a training/re-skilling target of 1,10,000 during the current year.

REVIEWED FINANCIAL RESULTS FOR THE QUARTER ENDED 30TH JUNE 2007

	S.No. 

	PARTICULARS 

	QUARTER ENDED 

	YEAR ENDED 


			(REVIEWED) 

	(AUDITED) 


			30.06.2007 
	30.06.2006 
	31.03.2007 

	1 

	INTEREST EARNED (a+b+c+d) 

	3379.97 

	2512.76 

	11364.56 


	  
	a) Interest/discount on advances/bills 

	2357.98 

	1651.85 

	7507.59 


	  
	b) Income on Investments 

	907.03 

	785.66 

	3324.01 


	  
	c) Interest on Balances with RBI & Other Inter-Bank Funds 

	114.87 

	75.16 

	456.00 


	  
	d) Others 

	0.09 

	0.09 

	76.96 


	2 

	Other Income 

	380.10 

	242.73 

	1450.95 


	A 

	TOTAL INCOME (1+2) 

	3760.07 

	2755.49 

	12815.51 


	3 

	Interest Expended 

	2485.91 

	1564.93 

	7337.73 


	4 

	Operating Expenses (e+f) 

	662.09 

	615.82 

	2565.31 


	  
	e) Payments to and provisions for employees 

	427.57 

	393.14 

	1609.29 


	  
	f) Other Operating Expenses 

	234.52 

	222.68 

	956.02 


	B 

	TOTAL EXPENSES (3+4) 

	3148.00 

	2180.75 

	9903.04 


	  

	(excluding Provisions & Contingencies) 

	  

	  

	  

	C 

	OPERATING PROFIT (A-B) (Profit before 

	612.07 

	574.74 

	2912.47 


	  

	Provisions & Contingencies) 

	  

	  

	  

	D 

	Provisions & Contingencies (Net) 

	301.52 

	358.81 

	1241.66 


	  

	- of which provisions for Non Performing Assets 

	155.00 

	109.12 

	457.95 


	E 

	Provision for Taxes 

	70.00 

	25.00 

	250.00 


	F 

	Net Profit (C-D-E) 

	240.55 

	190.93 

	1420.81 


	5 

	Paid up Equity Share Capital 

	410.00 

	410.00 

	410.00 


	6 

	Reserves excluding Revaluation Reserves 

	7701.12 

	6608.86 

	7701.12 


	  

	(As per Balance Sheet of previous accounting year) 

	  

	  

	  

	7 

	Analytical Ratios 

	  

	  

	  


	  
	(i) Percentage of shares held by Government of India 

	73.17% 

	73.17% 

	73.17% 


	  
	(ii) Capital Adequacy Ratio 

	13.65% 

	11.02% 

	13.50% 


	  
	(iii) Earnings per Share (Rs.) (Not Annualised) 

	5.87 

	4.66 

	34.65 


	  
	(iv) (a) Amount of Gross Non Performing Assets 

	1475.36 

	1738.04 

	1493.43 


	  
	(b) Amount of Net Non Performing Assets 

	838.20 

	726.83 

	926.97 


	  
	(c) % of Gross NPAs 

	1.55% 

	2.15% 

	1.51% 


	  
	(d) % of Net NPAs 

	0.89% 

	0.91% 

	0.94% 


	  
	(v) Return on Assets (Annualised) 

	0.59% 

	0.57% 

	0.98% 


	8 

	Aggregate of Public shareholding 

	  

	  

	  

	  
	Number of Shares in lakhs 

	1100 

	1100 

	1100 


	  
	Percentage of shareholding 

	26.83% 

	26.83% 

	26.83% 



	

	 


