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PRESS RELEASE

October 20, 2008

CANARA BANK'S

Q2 NET UP BY 32%, AT Rs.529 Cr
Canara Bank’s net profit for the second quarter of FY09 zoomed by a robust 32% growth to reach Rs.529 crore compared to a net profit level of Rs.402 crore for the corresponding period a year ago. Operating profit for the second quarter of FY09 grew by 19% to reach Rs.774 crore.

Canara Bank's aggregate business, comprising domestic and overseas operations, increased to a level of Rs.290824 crore, registering a y-o-y growth of 21% for the first half year ended September 2008 compared to Rs.240537 crore as at September 2007.  Growth in aggregate business was aided by 18% growth in aggregate deposits and 25% growth in advances (net).  As at September 2008, aggregate deposits of the Bank reached Rs.171510 crore, while advances (net) reached a level of Rs.119314 crore.  With all-out efforts at improving business growth, the Bank could add over Rs.29500 crore of business during the first half of the current financial.  The Bank's CASA deposits, recorded a y-o-y growth of 19.6%.  The ratio of CASA deposits to aggregate domestic deposits stood at 32%. Credit to deposit ratio stood at 69.57% as at September 2008.  

Capital to Risk Weighted Assets Ratio under Basel II framework of the Bank worked out to a comfortable 13.21% vis-à-vis the regulatory requirement of 9%. The Bank has successfully transited to the Basel II new capital adequacy framework from March 2008.  Given still undiluted 73.17% Government of India holding in the Bank (unlike most of its peers), Bank has enough headroom for need based capital augmentation under Tier I, signifying strongest capital position among peers. 

Earnings Per Share (EPS) (not annualized) improved to Rs.15.91 as at September 2008 from Rs.15.66 a year ago.  Book Value rose to Rs.219.25 compared to Rs.213.32 as at September 2007.  Return on Average Assets for the Q2 improved to 1.13% compared to 0.97% for the same quarter a year ago.  The Bank has consciously desisted from the exotic derivatives. Neither the Bank nor its customers have lost on this count. 
The Bank’s total income reached Rs.8547 crore, recording a y-o-y growth of 9.4%, contributed by a 20.2% growth in interest income from loans/advances.  Recording a robust y-o-y growth of 29%, Net Interest Income improved to Rs.2168 crore as at September 2008 from Rs.1681 crore a year ago.  Reflecting renewed thrust on profitability, the Bank's Net Interest Margin since March 2008 is steadily improving.  At 2.70%, Net Interest Margin (NIM) of the Bank increased by 28 bps over March 2008. 

Net Interest Income for the second quarter of FY09 recorded a 46% y-o-y growth to touch Rs.1149 crore compared to Rs.787 crore a year ago.  The Bank's fee-based income grew y-o-y by 16.4% to touch Rs.617 crore. 

Healthy growth in business further improved the productivity measured as business per employee.  Business per Employee of the Bank rose to Rs.6.86 crore as at September 2008 compared to Rs.5.53 crore a year before.  With an addition of 8 lakhs clientele during the first half of the current financial, aggregate clientele base of the Bank increased to 33.12 million, comprising 29.23 million under deposit accounts and 3.89 million under borrowal accounts. 

Asset quality of the Bank registered further improvement for the half year ended September 2008.  Supported by continued thrust on credit quality monitoring, the Bank’s gross NPA ratio came down to 1.31% as at September 2008 from 1.66% at September 2007.  Net NPA ratio declined further from 0.99% to 0.89%.  Cash recovery for the first half of FY09 stood at Rs.583 crore as against Rs.423 crore for the first half of FY08.
Outstanding advances to the priority segments recorded a y-o-y growth of 15.5% to reach Rs.44946 crore, accounting for 42.4% of the adjusted net bank credit.  With a credit disbursement of Rs.4685 crore to agriculture during the first half, outstanding agricultural advances rose to Rs.18798 crore, covering 22 lakh farmers. Credit to agriculture recorded a y-o-y growth of 14.5%.  Debt Waiver and Debt Relief Scheme for farmers was implemented by the Bank, benefiting 5.73 lakh small, marginal and other farmers.      

According continuous thrust on country's growing and potential Small and Medium Enterprises (SME) segment, the Bank's credit to SMEs grew y-o-y by 24% to reach Rs.20320 crore compared to a level of Rs.16385 crore a year ago.  
Leading the nationalized banks, the Bank's education loan portfolio increased to Rs.2042 crore as at September 2008.  Education loan portfolio recorded y-o-y growth of 32%, covering more than 1.30 lakhs students. 
Extending the coverage of financial inclusion in the country, the Bank has opened 2.68 lakhs no-frill accounts during the first half of FY09, taking the tally under such accounts to 14.36 lakhs since inception.  21 lead districts out of 24 have been brought under Total Financial Inclusion. With formation of over 10,000 Self Help Groups (SHGs) during the first half of FY09, cumulative tally under SHGs reached 2.21 lakhs, with credit linking of over 1.9 lakhs as at September 2008.    

In sync with the continued growth moderation at the industry level, retail lending operation of the Bank stood at Rs.17766 crore as at September 2008, with a disbursal level of Rs.2070 crore during the first half of the current financial. The Bank's retail portfolio as a proportion of net credit stood at 15.3%.  Housing (direct) constituted 37% of the retail portfolio under which a significant majority was under the priority ambit.  
Adding 35 domestic branches and one foreign branch in Shanghai, China, during the first half, number of branches of the Bank increased further to 2714 as at September 2008. Apart from 111 specialized branches, the Bank has 180 Extension Counters.   

With a greater focus on bringing a large number of branches under Core Banking Solution (CBS), the tally under CBS rose to 1043 branches, covering 76% of the Bank's business.  With the highest number of ATMs among nationalized banks, the Bank's ATM strength stood at 2013, covering 698 centres and a debit card base of over 4.9 million as at September 2008.  Under shared ATM network, customers of the Bank can access over 30,000 ATMs across the country.  Increasing customer convenience, the Bank further increased its number of branches offering Anywhere Banking (AWB) services to 2027 and Internet and Mobile Banking (IMB) services branches to 1351 as at September 2008.  Under the advanced payment and settlement system, all branches have been enabled with RTGS and NEFT facilities.  Focused attention is accorded by the Bank to popularize Electronic Clearing Service.  Cheque Truncation Project has been implemented by the Bank in 112 branches in Delhi, 3 branches in Chandigarh and one branch in Jaipur.   

Making a foray into the growing Chinese market, the Bank has opened its third Overseas Branch in Shanghai on 6th August 2008.  The Bank has already obtained approval from Reserve Bank of India to open five branches in Johannesburg, Frankfurt, Muscat, Manama and QFC – Qatar, out of the 21 international centres identified for global expansion in the medium term. 
Awards/Accolades 

· Global HR Excellence in Training, an award conferred by the Asia Pacific HR Congress, the largest rendezvous of HR Professionals, at its Employer Branding Talent Management Congress held on 22nd and 23rd August, 2008, Delhi.

· Best Performing Bank under Rural Employment Generation Programme (REGP) of Khadi and Village Industries Commission (KVIC), in South Zone for the year 2007-08, instituted by the Ministry of Micro, Small and Medium Enterprises, Government of India. 
· 'First Rank' in India's Best Banks awards under the category 'Strength and Soundness' for 2006-07.
Goals for FY09

· The Bank targets a global business of Rs.3,15,000 crore comprising global deposits of Rs.1,85,000 crore and global advances of Rs.1,30,000 crore.  
· The Bank will continue to focus on core business, with the objective of augmenting profits and profitability. 
· The new brand identity will be leveraged to improve standard of customer service and attract younger clientele.
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