Canara Bank's Net profit for the first half year of FY08 recorded a 16.18% growth (Y-O-Y) to reach Rs.642 crore, after making a total provision of Rs.620 crore, compared to a net profit level of Rs.553 crore for the corresponding period of last year. Net profit for the second quarter of the FY08 reached Rs.402 crore as compared to Rs.362 crore in the corresponding quarter a year ago, recording a y-o-y growth of 11%. Sequentially, net profit for Q2 registered a 67% growth over Q1 in the current financial. Operating profit for Q2 stood at Rs.650 crore, recording a growth of 8.41% as against Rs.600 crore for the same period last year. 

Earnings Per Share (EPS) (not annualized) improved from Rs.13.48 as at September 2006 to Rs.15.66 as at September 2007. Book value rose to Rs.213.32 as at September 2007 from Rs.184.95 for the corresponding period last year. Return on Average Assets for the Q2 remained at 0.97% as compared to 1.05% for the same quarter a year ago. 

Capital to Risk Weighted Assets Ratio as at September 2007 worked out to 13.89% vis-à-vis the regulatory minimum of 9%. The Bank is fully geared up to make a smooth transition to the new capital adequacy framework under Basel II norms from March 2008. The Bank has already commenced parallel run. In the medium term, the Bank aims to maintain a 12% CRAR as per Basel II norms. 

With a strong 39% Y-o-Y growth in the interest income from core lending operations, the Bank's total income registered a 36% growth to touch Rs.7815 crore as against Rs.5733 crore for the same period of the previous year. Non-interest income for the half year amounted to Rs.952 crore, registering a 76% growth. Total expenditure for the half year under review stood at Rs.6552 crore 

Aggregate business of the Bank reached a level of Rs.2,40,537 crore as at September 2007, registering a 18% y-o-y growth compared to Rs.2,04,692 crore for September 2006. The Bank's growth in aggregate business has been in line with the industry's business trend, with continued moderation in credit offtake in the last two quarters of FY08. Aggregate business was driven by a 19% growth in deposits and 15% growth in advances. While aggregate deposits touched Rs.145193 crore, advances (net) reached a level of Rs.95344 crore as at September 2007. 

As at September 2007, Productivity measured by Business Per Employee increased to Rs.5.53 crore from Rs.4.63 crore a year ago. Business per Branch rose to Rs.91.91 crore from Rs.80.52 crore as at September 2006. Continued customer centricity has resulted in addition of 2.84 million clientele over September 2006. Total clientele rose to 31.11 million comprising 27.17 million deposit accounts and 3.94 million borrowal accounts 

Asset quality of the Bank exhibited further improvement as at September 2007. Backed by a cash recovery of Rs.423 crore, Bank's gross NPA ratio came down from 2.13% as at September 2006 to 1.66% as at September 2007 while the net NPA ratio remained at 0.99%. 

The Bank's investment portfolio (net) aggregated to Rs. 51892 crore as at September 2007. Modified duration of the investment portfolio in the AFS category has been brought down to 1.40% as a strategic management decision to realize the stated value. 

Outstanding advances to the priority segments registered a 25.08% y-o-y growth to reach Rs.38920 crore as at September 2007. Credit disbursement to agriculture during the first half year stood at Rs.5192 crore, taking the outstanding agricultural advances to Rs.16412 crore. While agricultural disbursement recorded a growth of 25.08%, outstanding agri-loans recorded a y-o-y growth of 35.51%, bringing 1,37,000 new farmers during the period. With the issue of 1.95 lakhs Kisan Credit Cards during the first half of the current financial, the cumulative number of such cards rose to 23.04 lakhs as at September 2007, with a credit coverage of Rs.8933 crore. As regards SHGs, the Bank, during the first half of the current year, has formed over 10,756 SHGs, taking the cumulative tally under SHGs to 1.6 lakh as at September 2007, with credit linking over 1.3 lakh SHGs. 

Continuing the focus on SME financing and its growing importance in the Indian economy, credit to SME segments recorded a 35.49% y-o-y growth to reach Rs.16385 crore as at September 2007 compared to a level of Rs.12093 crore a year ago. Canara Bank was awarded the "First National Award", instituted by the Ministry of Micro, Small & Medium Enterprises, Govt. of India for excellence in "Micro & Small Enterprises (MSE) Lending" for 2006-07. Shri M B N Rao, C&MD received the prestigious award from the Hon'ble Prime Minister of India, Dr. Manmohan Singh on 30th August 2007. 

In the realm of education loan, Canara Bank continues to lead the nationalized banks with a loan portfolio of Rs.1545 crore, recording a y-o-y growth of 37% and covering more than 1,04,000 students. Disbursal under education loan for the first half of the current year amounted to Rs.288 crore, covering 49,762 students. 

Under financial inclusion, during the first half of FY08, the Bank has mobilized 4.15 lakhs No-frill accounts, taking the cumulative figure to 7.15 lakhs as at September 2007. The Bank has so far achieved Total Financial Inclusion in 12 lead districts, namely, Palakkad, Malapuram, Wynad, Calicut and Trissur in Kerala and Davangere, Shimoga, Chitradurga, Hassan, Kolar, Bangalore (Rural) and Bangalore (Urban) in Karnataka. Under Canara Gramin Vikas Vahini, 50 vans with multi-media equipment have been deployed in 50 districts across India for creating awareness on banking facilities among rural masses. 

In a noteworthy initiative, the Bank has added one more product, namely, Biometric ATMs as a part of its financial inclusion objective. Six Biometric-voice enabled ATMs have been commissioned at Devanahalli, Hoskote (Bangalore Rural), Barabanki (Lucknow), Usilampatti (Madurai), Koppam (Calicut) and Hayatnagar (Hyderabad). In another significant move, Canara Bank on the same day also launched Biometric-voice enabled Mobile ATM in Bangalore Metro, first of its kind in the country. These Biometric ATMs were inaugurated by Smt. Usha Thorat, Deputy Governor of RBI on 20th September 2007. The Bank has launched a pilot programme of issuing Smart Cards to villagers in remote areas. Banking transactions are undertaken using smart cards by business correspondents with the use of biometric voice enabled handheld machines. 

Continuing with the focus on credit rebalancing, the retail lending portfolio of the Bank has been further fine tuned. While outstanding retail lendings recorded a modest 5.91% y-o-y growth to reach Rs.17187 crore, disbursals under retail lending were of the order of Rs.2053 crore during the first half of the current financial. Retail portfolio as a proportion of net credit stood at 18.30% as at September 2007, down from 19.75% as at September 2006. Direct housing loan constituted 39% of the retail lending portfolio and within direct housing loan, a majority share was under priority ambit. 

In the InfoTech arena, the Bank continued to make consistent progress for enhancing tech-enabled service delivery channels in tune with the growing customer demands and fast and effective delivery of products/services. The Bank has so far brought in 331 branches under Core Banking Solution (CBS). The Bank also implemented Centralised OLTAS (Government Business Module) in 111 CBS branches and Excise & Service Tax modules were implemented in 63 CBS branches. CRM service module is made available to 83 branches and 11 extension counters of Bangalore City. 

The ATM strength of the Bank has further moved to 1485, covering 566 centres. With the ATM sharing arrangement under National Financial Switch (NFS) and alliance with SBI group, the Bank's customers have now wider access to more than 23,000 ATMs across the country. As at September 2007, the Debit-cum-ATM card base of the Bank stood at over 27 lakh. With 1157 branches providing Internet and Mobile Banking (IMB) services, Anywhere Banking (AWB) services were further expanded to cover 1717 branches of the Bank. Under the advanced payment and settlement system, number of branches providing RTGS and NEFT facilities also increased to 1584 as at September 2007. 

Human resources development has been uppermost in the Bank's strategic agenda. Staff training/re-skilling has continued to receive thrust in a fiercely competitive and dynamic banking scenario. As against a target of 1,10,000 training/re-skilling for the current financial, the Bank, as at September 2007, has already achieved a tally of 52,909 covering key areas, such as, Information Technology, Risk Management and HRM. Emphasis is also accorded on succession planning. As a first step, lateral recruitment process has been launched to tap young talents from premier business colleges and management institutes. The Bank has also formulated an Assessment Development Centre to map competency of executives as an innovative HR tool to develop leadership ability, decision making capacity and to ensure smooth succession planning. Further, the Bank has put in place, a unique and innovative HR initiative 'Club 2020', drawing a group of young and talented officers of the Bank, for strategizing the future growth of the organization. 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. 

In keeping with a fast changing environment, the Bank has undertaken a robust 'Brand Building' exercise to improve the visibility and position 'Canara Bank' as a strong customer centric bank, catering to all customer segments. 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. An effective marketing strategy has been formulated to execute strategies and realize business goals. The Bank has roped in an internationally reputed consultancy viz., M/s Boston Consulting Group for a comprehensive study on 'Corporate Business Strategy'. The work in this area has already commenced. 

Setting up of Customer Relationship Management (CRM) module and a dedicated Call Centre are currently underway. 

In continuation of its product proliferation drive to suit changing customer preferences, the Bank has recently added two exclusive products to a host of products already available for its various clientele segments. With a focus on tapping high networth clientele and stepping up current and savings account (CASA) deposit, two deposit products, namely, Can SB Gold, a Savings Bank Account and Can Premium, a Current Account, were launched with several add-on features for the high networth individuals and business class. 

CanChamp, a product targeted exclusively for aspiring children up to the age of 12 years, has received very good response across India. So far, the Bank has been able to mobilise about 2 lakh young customers into its fold. 

Following signing of MoU to commission a joint venture on Asset Management with international major, Robeco Groep N. V. during the last year, the new asset management company christened as Canara Robeco Asset Management Company Ltd came into being on 26th September 2007. Similarly, the insurance joint venture with HSBC (Asia Pacific) Holdings and Oriental Bank of Commerce has been incorporated during September 2007 as Canara HSBC Oriental Bank of Commerce Life Insurance Company Ltd with a 51:26:23 shareholding pattern. Both insurance and asset management JVs are set to tap the growing market with international expertise and outreach of the Bank.

In pursuit of the global aspirations, the Bank has moved a step closer in its overseas expansion drive, with permission by the RBI for commissioning of five branches obtained out of the 21 international centres identified for expansion in the medium term. Its Representative Office at Shanghai is being converted into a full fledged branch shortly. 

GOALS FOR 2007-08
The 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. 

The Bank is well prepared to switch over to new capital adequacy framework (Basel II norms) from March 2008. 

Under 'Financial Inclusion', the Bank has set a target for mobilizing one million no-frill accounts during FY08 and bring balance 11 lead districts of the Bank under total financial inclusion by December 2007. Besides, one lakh SHGs are targeted to be formed during the current financial, including 22,000 SHGs in the urban locations.

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

