CANARA BANK’S BUSINESS UP 23% CROSSES 
Rs.2,40,000 CRORE

Public sector major Canara Bank's global business clocked a 23% growth during 2006-07 to reach Rs.2,40,887 crore as at March 2007. While aggregate deposits grew by 22% to move up to Rs.1,42,381 crore, Bank's net advances were of the order of Rs.98506 crore, signifying a 24% growth, year on year. 

The Bank's credit to deposit ratio improved from 68% to 69.18% between March 2006 and March 2007. 75% of the incremental credit during the year was deployed in productive sectors like agriculture, SME, industries, infrastructure and services sectors. While overall credit growth has been 24%, growth in credit to productive sectors worked out to over 33%, out of which growth in agriculture and industries worked out to 29% and 36% respectively. 

The year featured major gains in productivity as Business Per employee moved up by 24% to reach Rs.5.49 crore, compared to Rs.4.42 crore a year ago. Like in the previous year, Canara ably stuck to its Number One position among nationalized banks under aggregate business. 

Segment-wise, outstanding advances to the priority sectors posted a 22% growth to reach Rs.37844 crore, up from Rs.30937 crore a year ago and accounting for 40.21% of Bank's net credit. Agricultural disbursements touched Rs.9404 crore in 2006-07 as against the level of Rs.4103 crore during 2003-04, registering more than doubling of agricultural credit in three years. Similarly outstanding agricultural advances increased from a level of Rs.6545 crore as at March 2004 to Rs.15521 crore as at March 2007, signifying a 137% growth. During the year, the Bank financed 3.26 lakh new farmers. Besides, the number of Kisan Credit Cards (cumulative) reached a level of 21 lakh. 

As regards advances to SME segments , vis-à-vis the 20% target stipulated, Bank's SME portfolio registered a 23% growth to reach Rs.14245 crore. In the sphere of education loan, cumulative assistance by the Bank was of the order of Rs.1252 crore, covering 92579 students taking up higher studies. With 31.37% growth in education loan, Canara Bank is placed first among nationalized banks in funding higher education. 

Bank also took varied initiatives under ‘Corporate Social Responsibility' functions, including greater coverage under its sponsored Self Employment Training Institutes, formation and credit linking of SHGs, facilitation of medical services under the ‘Rural Clinic Services' scheme and drinking water facilities under 35 'Jalayoga' projects undertaken in rural areas. The Bank has cumulatively formed 150278 SHGs and credit linked 120165 SHGs. 

Canara Bank has been playing a lead role in furtherance of the financial inclusion movement in the country. In addition to various schemes for the hitherto excluded segments, the Bank has extended its Total Financial Inclusion campaign to 1639 villages across the country. Two of the Bank's lead districts, namely, Palakkad in Kerala and Davangere in Karnataka, have already acquired the distinction of 100% financially included. Around 3.5 lakh accounts were accounted for by CanSaral, a no-frills scheme, aimed at greater coverage under total financial inclusion. The Bank launched a programme to achieve total financial inclusion in 23 lead districts and initiated a campaign to create 1 million no-frill accounts during 2007-08. In the area of consolidation under RRBs, 3 RRBs of the Bank in Karnataka were amalgamated to form ‘Pragati Grameen Bank' while Shreyas Grameen Bank was formed out of 3 RRBs sponsored by the Bank in Uttar Pradesh. 

Bank has been prudent in its retail exposure , with y-o-y growth in retail lending contained at 20%. Retail portfolio as a proportion of net credit was also brought down to 17.84%, which is in tune with the policy focus on rebalancing of credit portfolio. Direct housing loan formed 37.6% of retail portfolio out of which 81% were under the priority ambit, reflecting the Bank's continued concern for the common man. 

Reinvigoration of the credit administration mechanism led to significant improvement in the Bank's asset quality during the year. Cash recovery during the year was to the tune of Rs.1025 crore as against Rs.972 crore during the previous financial. Bank's gross NPA ratio came down from 2.25% to 1.51% between March 2006 and March 2007 while net NPA ratio declined from 1.12% to 0.94%. 

Bank's total income recorded a 28% growth y-o-y to reach Rs.12816 crore, compared to Rs.10028 crore for the preceding financial. Signifying strong core earnings, interest income recorded more than 30% growth. While advances grew by 24%, growth in interest on loans/advances was to the tune of 37%. Non-interest income for the year amounted to Rs.1451 crore compared to Rs.1316 crore a year ago. Total expenditure for the year amounted to Rs.9903 crore. 

For the year-ended March 2007, Canara Bank recorded a net profit of Rs.1420.81 crore, the highest ever, after making a total provision of Rs.1491.66 crore. Operating profit for the year stood at Rs.2912.47 crore, signifying a 14.22% growth notwithstanding continued slackness in treasury and the impact of uptrend in interest rates on cost of resources. Net Interest Income for the year clocked a 12.43% growth year on year. 

Return on Average Assets (RoAA), at 0.98%, stayed close to the global benchmark of 1%, despite a significant 25% growth in the asset base. 

Reflecting healthier returns for shareholders, Earnings Per Share (EPS) improved from Rs.32.76 to Rs.34.65. Book value registered healthy gains to reach Rs.197.83 from Rs.171.19 a year ago.

Bank's Board of Directors have proposed a dividend of 70% for the year amounting Rs.287 crore as against Rs.270.60 crore for 2005-06. 

For Q4 , the Bank posted a net profit of Rs.505.09 crore. Reflecting buoyancy in core operations, interest income from loans recorded a 39% growth. On an annualized basis, Return on Average Assets for Q4 worked out to a healthy 1.40%, while EPS rose to Rs. 49.28 . 

Notwithstanding a robust 24% growth in advances and the impact of enhanced risk weights on loans to select segments, Capital to Risk Weighted Assets Ratio worked out to 13.50% vis-à-vis the regulatory minimum of 9%. “Our Capital Roadmap duly factors in the likely scenario in advances movement and expected regulatory changes under the tight money policy. The overarching objective has been to maintain CRAR above 12% so as to support the buoyancy in credit", Shri M B N Rao, C&MD of the Bank, informed the media. During the year, the Bank raised Tier II capital of Rs.1975 crore, both under the upper and lower route, apart from sourcing in US$ 250 mn by way of Medium Term Note programme. 

The Bank has initiated implementation of parallel run of new capital adequacy framework under Basel II during the year and is fully geared for a smooth switchover within the RBI prescribed time schedule. The Bank's board has been driving the policy initiatives and putting appropriate strategies in place for effectively managing the Credit, Market and Operational risks. Top Executive Risk Committees, headed by the Chairman & Managing Director, are in place to effectively address all issues related to the management and mitigation of various usiness/control risks. 

Investment portfolio of the Bank as at March 2007 aggregated to Rs.45226 crore. Duration of the investment portfolio has been brought down considerably as a conscious management decision in view of interest rate volatility and rising trend in interest rate. The advantage of having higher volumes under the ‘Available for Sale' duly reflects that the stated value of the portfolio is truly realizable. 

Foreign business turnover of the Bank as at March 2007 recorded a robust 32% growth to reach Rs.1,30,083 crore, comprising Rs.49307 crore under exports, Rs.31705 crore under imports and Rs.49071 crore under remittances. Outstanding export credit reached Rs.7896 crore, up from Rs.7136 crore as at March 2006. During March 2007, Bank's second overseas branch was inaugurated by the Shri P Chidambaram, Hon'ble Union Finance Minister at Hong Kong, imparting strength to the Bank's operations in the Eastern Hemisphere. 

By March 2007, number of branches increased to 2578 , besides 251 Extension Counters and including 121 specialized branches . Continued focus on quality drive further enhanced the number of ISO 9001 Certified Branches and Administrative Offices to 805 and 14 respectively as at March 2007. 

As regards application of InfoTech advancements , further progress was made under the core banking project commissioned during FY06. As at March 2007, core banking project was implemented in 330 branches of the Bank. Further expansion of tech-enabled delivery channels took the ATM strength to 1132, covering 458 centres, Anywhere Banking (AWB) branches to 1550 and Internet and Mobile Banking (IMB) branches to1156. By way of Bank's ATMs and through the National Financial Switch and strategic alliances, the Bank's clients are now having access to over 14000 ATMs all over the country. Under the payment and settlement system, number of branches providing the RBI enabled RTGS and NEFT facilities increased to 1506. Further, Debit-cum-ATM card base increased by over 5 lakh to reach 22.68 lakh as at March 2007. As many as 125 ATMs spread across the country were commissioned on a single day in March 2007, with Shri V Leeladhar, Deputy Governor, Reserve Bank India, gracing the function at Bangalore.

Knowledge enrichment for employees continued to be a top priority for the Bank during FY07. Close on the heels of achieving the one lakh mark in training/retraining during its centenary year, 2006-07 featured the tally moving up further to 1,09,661 covering diverse functional issues. During the year, the Bank effected a major organizational restructuring exercise for grater business focus and expeditious decision making, apart from moves to decentralize operational activities. The Bank also adopted a fast track promotion policy and implemented cash incentive scheme for high performers. Canara Bank is also the only Bank in the country to have formed ‘Club2020' comprising young talent, to spearhead and strategize the organizational change in the fast changing banking environment. Focus on specialized expertise led to recruitment of 541 officers through campus and direct recruitment in diverse areas like marketing, financial analysis and risk management. 

Overriding focus on customer centricity and niche oriented strategies was a noteworthy feature of 2006-07, leading to expansion in the Bank's product kitty . Several deposit schemes were launched during the year, with attractive features for niche segments. These included ‘ CanChamp ', an innovative product for promoting thrift among the children. Besides, ‘ CanTaxsaver ', a term deposit scheme was introduced with tax benefits under Section 80C. Further, Canara Centenary Deposit scheme was launched offering attractive rate of interest to depositors. Towards enhancing savings deposits, the Bank introduced a SB-Gold scheme, targeted at HNI Clients. 

In the sphere of new loan products, the Bank introduced ‘Kisan Tatkal' for enabling farmers to meet emergent requirements and ‘Kisan Mitra' scheme for funding tenant farmers. Grameen Vikas Vahini, vehicle for inclusive growth in rural areas was also introduced during the year. To promote SME sector, the Bank launched SME Gold Card and a term loan scheme for reimbursement of capital expenditure. 

To reinvigorate customer orientation , the Bank implemented a ‘ Six Sigma ' project for enhancing the knowledge base of its frontline staff on products and services. As a member of Banking Codes and Standards Board of India (BCSBI), set up by RBI, the Bank has brought out a booklet on “ Code of Commitment to Customers ” to create awareness among the customers as well as staff about the Uniform Fair Practice Code used as benchmark standard by all banks in India. 

A series of special initiatives marked FY07 as the Bank made noteworthy moves in collaborative business diversification. Towards creation of an insurance Joint Venture, the Bank signed an MoU with HSBC Holdings (Asia Pacific) and Oriental Bank of Commerce for greater penetration into the vast untapped segments in insurance business. Similarly, a Joint Venture was formed with Robeco Groep NV of the Netherlands for undertaking asset management business. The domain expertise of the globally reputed partners in both the ventures will enable the Bank to offer world class and tech-enabled sophisticated services to its over 29 million clientele base. 

In recognition of varied initiatives, the Bank was conferred several awards and accolades during the year. Canara Bank was adjudged the ‘Best Public Sector Bank' in India by the ‘Financial Express-Ernst and Young' survey for 2005-06. The Bank was also conferred with “Employer Branding Awards 2007” by Indiatimes Mindscape and ITM Business School, for excellence in human resources. Besides, it won the maiden award of ‘Best Performing Bank' under solar water heater finance for the year 2005-06, instituted by the Ministry of New and Renewable Energy, Govt. of India and received Niryat Bandhu Gold Trophy for outstanding performance under export finance. Two schemes, viz., CANFLOATING RATE and CANBALANCE-II under Canbank Mutual Fund also won the Gold Award (ICRA Mutual Funds Awards 2007) and Best Fund Award (at the Lipper Awards India 2007) respectively. 

Year 2006-07 was of special significance as the curtains were drawn on the centenary of the Bank on June 30, 2006. The valedictory function for the centenary was graced, among others, by Dr. Manmohan Singh, Hon'ble Prime Minister of India, Shri P Chidambaram, Hon'ble Union Finance Minister and a galaxy of dignitaries. While the Bank's century long feats were widely acclaimed by the dignitaries, quite fitting to the occasion, the Bank crossed the coveted Rs.2,00,000 crore mark under aggregate business at the end of June 2006.

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 the branches under CBS by March 2008. 

The Bank has taken up a major brand building exercise and comprehensive review of its business strategies covering products, processes, people and its organization structure. 

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 shortly converted into a full fledged branch. 

After creation of 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 HR, Assessment Development Centre concept will be implemented to map training competence and upgrade manpower skill. Plans are underway to introduce ‘Internship' programme to assist students pursuing professional course.

