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Managing Director and CEO

Dear Stakeholder,

It is my pleasure to present before you the highlights of the 
Bank’s performance during the Financial Year 2018-19 (FY 
2019). The details of the achievements and the various 
initiatives are provided in the Annual Report.

Macro-Economic and Banking Overview

After gaining momentum in 2017 and early 2018, global 
economic growth slowed down from the second half of 
2018. Going forward, with waning fiscal stimulus in US and a 
weaker European economy, the global slowdown is expected 
to continue in 2019. A prolonged US-China trade war, a no-
deal Brexit and rise in oil prices remain key risks to global 
growth. In this backdrop, the Indian economy continues to be 
an island of growth.  It is one of the fastest growing economies 
and is well poised to emerge as the world’s 5th largest 
economy in the world in the near future. Structural reforms 
like GST, Aadhar, Direct Benefit Transfers, Insolvency and 
Bankruptcy Code (IBC), etc. are expected to provide impetus 
to the economy. A spurt in investments is expected with the 
government’s sustained efforts towards promoting affordable 
housing, the ‘Make in India’ campaign and the focus on 
building infrastructure. The GDP growth for FY 2020 is 
projected at 7.2% by RBI. 

India further moved up 23 places reaching a rank of 77 on the 
World Bank’s ‘Ease of Doing Business Index’, 2018. Breaking 
into the top 50 during the year appears to be within reach now.

The banking sector, especially public sector banks, have been 
facing multiple challenges including high NPAs, capital crunch 
and low credit growth. The IBC was expected to provide 
resolution to stressed assets within a defined time frame. 
Though the recoveries through IBC mechanism have been 
large, the resolution has taken longer time than the stipulated 
limit of a maximum of 270 days in most cases. The real benefits 
of IBC in terms of lower delinquency and better recovery will 
be reflected over a longer period. It is critical to note that the 
implementation of IBC and the revised regulatory framework 
of resolution of stressed assets is of historic importance and 
will substantially improve corporate governance standards 
and inculcate financial discipline in borrowers. RBI’s proposed 
public credit registry for aggregating information about 
borrowers from multiple agencies at one place will be another 
major step which is expected to bring down delinquencies 
significantly. 

According to RBI, gross NPAs of SCBs are likely to fall to 
10.3% in March 2019 from 11.5% in March 2018. The 
slippage ratio has already declined from 7.6% as of March 
2018 to 4.1% as of September 2018 and provision coverage 
ratio (PCR) has increased significantly.

On the capital front, the Government has taken a major step 
in recapitalising the public sector banks. PSBs are far more 
capitalised today than earlier. With improving asset quality 

and capital infusion, the credit growth of SCBs which was at 
around 10% during FY 2015-18 has improved to 13.2% in FY 
2019. 

Consolidation in the Banking Industry

Consolidation of the public sector banks (PSBs) leading to 
fewer and stronger banks has been on government’s agenda. 
To reap the benefits of scale and size, this year the government 
announced the first three-way amalgamation of public sector 
banks. Vijaya Bank and Dena Bank have amalgamated with 
Bank of Baroda w.e.f April 1, 2019. The amalgamated entity 
is now India’s second largest public sector bank with a wider 
geographical reach, 9,500+ branches, 13,400+ ATMs and 
84,000+ employees, 120 million+ customers and a business 
mix of ` 15 lakh+ crore.

The consolidation will be beneficial to both the customers 
and the Bank. The customers will benefit from a wider 
product range which includes cash management solutions, 
supply chain financing, asset management, insurance 
and investment banking supplemented by an enhanced 
geographical reach. For the Bank, the amalgamation not only 
increases our market share but also offers long term benefits 
from realisation of revenue and cost and people synergies. 

The Bank’s Transformation Journey- Project Navoday

As you are aware, the Bank embarked on a transformational 
journey – ‘Project Navoday’ three years ago. Last year, I had 
detailed the strategic initiatives taken under various streams 
of functions focused on optimising and centralising processes, 
building products, platforms and people’s capability to gain 
the competitive edge. During the year, we consolidated the 
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gains from the above initiatives.

The banking industry is undergoing a rapid technological 
change. Digital transformation and digitization of traditional 
banking activities is changing the banking landscape. 
The transformation is a continuing journey to sustain 
competitiveness. We, at Bank of Baroda, have adopted a 
multi-pronged strategy to build the ‘Bank of the Future’ which 
is centred around: 

1. Enabling employees to spend their disproportionate 
time with the customers: We are working towards this 
by revamping the branch organization by centralizing 
the back office processes to a Share Service Centre 
(SSC); enabling multiple services on an assisted and 
digitized mode through tablets and introducing more 
straight through processes (STP). This would ensure that 
employees spend disproportionate part of their quality 
time with the customers on sales rather than spending it 
on delivery processes.

 Our Shared Services Centre continues to add more and 
more back-office functions under its fold. The centralized 
functions now include opening of deposit accounts, 
account management services, processing of mortgage-
based retail loans, forex and trade finance operations, 
call centre, credit card operations and digital banking 
operations. 

2. Financial planning: We continue our focus on offering 
of financial planning and wealth management services 
to our customer enabling them to meet all their needs 
towards wealth protection, transaction and leveraging 
requirements, banking product requirements like for 
savings, insurance, asset purchase, etc. under one 
stop to garner a higher share of valet of customers and 
increasing the fee income.

3. Banking the eco system: Recognizing that the digital 
disruption is leading to platform based eco systems, 
we are working towards provision of enterprise scale 
marketplaces for customers to make the Bank as one-stop 
shop for product discovery and transaction enablement. 
The development of agri-digital platform named ‘Baroda 
Kisan’ to provide solutions for all types of agriculture 
requirements and number of Fintech alliances entered by 
the Bank are examples towards enabling the eco system.

4. Mobility platforms: The Bank is working towards 
enablement of multiple services on mobile in self-service 
mode and on an assisted mode through tablets. This 
strategy of “Bank-in-a-Box” would enable digitally savvy 
customers to effectively transact from the comfort of their 
homes whereas the tablets ensure door-step delivery of 
banking services.

5. Analytics and Artificial Intelligence (AI): Data 
science and machine learning have profound impacts 
on businesses and are rapidly becoming critical for 
differentiation. To benefit from the emerging technologies 
in this field, we have set up an Analytics and Artificial 
Intelligence Centre of Excellence (A & AI CoE) which 

enables us to move towards data-driven decision making 
by leveraging big data technology and artificial intelligence 
based real-time analytics. 

 We have also set up an IT Centre of Excellence (ITCoE) 
which became operational during the year. It drives digital 
transformation through new age digital technologies, a 
pool of technology resources with varied IT and digital skills 
and works in collaboration with the Fintech ecosystem 
to drive disruption. The ITCoE brings together a wide 
gamut of skill sets across core technology components, 
technology architecture and emerging technologies like 
block chain, robotics process automation, open API 
banking and business process management to improve 
our technology efficiency and to take new use cases to 
market at speed.

 During the year, we have set up an Innovation Centre 
in collaboration with IIT Bombay which provides avenues 
for developing novel solutions to the challenges and 
limitations faced by the banking industry today. The 
Centre is powered by a cohesive ecosystem of financial 
institutions, academia, VCs, regulators, technology 
companies, corporates and government organizations.

In January 2018, the Government had announced a reforms 
agenda for PSBs – Ease of Access and Service Excellence 
(EASE) which comprised of 140 objectives and benchmarked 
metrics across 6 themes. The Bank’s transformation 
programme encompassed most of the action points of the 
agenda. In the final rankings announced by the government, 
your Bank was placed 2nd in the EASE Index ranking.

Financial Performance

A snapshot of the Bank’s performance during FY 2019 is as 
under:

Deposits Growth

Total deposits grew by 8.0% while growth in domestic 
deposits was 10.9%. Total deposits and total domestic 
deposits as on March 31, 2019 were ` 6,38,690 crore and 
` 5,17,966 crore respectively. Accretion to global CASA 
deposits during the year was ` 12,051 crore while domestic 
CASA deposits increased by ` 16,081 crore registering 
a growth of 5.7% and 8.4% respectively. Percentage of 
domestic CASA deposits was 40.23%. The Bank has taken 
a number of steps to ensure sustained growth of these 
deposits. We have enhanced the gamut of our offerings and 
optimised our processes. We launched new products like cash 
management and differentiated wealth management services 
for various customer segments. We have digitised processes 
like opening of accounts through tablets and taken multiple 
steps including provision of door-step banking services, 
opening of three-in-one trading accounts, revamping of our 
mobile banking app, launch of m-passbook, launch of mobile 
app for wealth management, strengthening our e-payments 
products (RTGS,IMPS,UPI), promoting POS and Bharat QR 
codes, tie-up with multiple payment aggregators, introducing 
differentiated debit cards and rebranding our credit cards 
among others. 
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Credit Growth

The Bank registered double digit domestic credit growth for the 
second consecutive year on the back of improved processes 
after execution of the transformation initiatives. Domestic 
loan growth was 14.2% during FY 2019, one percentage 
point higher than the industry growth. The growth momentum 
was driven by retail loan growth of 24.2% and corporate loan 
growth of 15.5%. Expansion in the retail loan book was led 
by home loan and auto loan growth of 22.1% and 49.4% 
respectively. The building blocks for long-term growth of both 
retail and corporate loans have been laid down. The Bank 
is committed to playing a meaningful role in supporting the 
government’s objective of lending to priority sectors led by 
MSME and agriculture. While loans under MSME grew to 
` 55,455 crore as on March 31, 2019 from a level of ` 51,730 
crore last year, the agriculture loan book stood at ` 56,623 
crore as on March 31, 2019 as against ` 49,583 crore last 
year.

International Business

To improve our operating margins, we adopted a two-pronged 
strategy for our international business. The first step was a 
strategic review of our international presence which led to a 
reduction in the number of overseas branches from 106 to 
100. The rationalisation exercise continues. The second part 
of the strategy was rebalancing of the international book by a 
reduction in the buyers’ credit portfolio to higher yielding loans. 
As a result, the net interest margin (NIM) of the international 
operations improved to 1.71% in FY 2019 from 1.10% in FY 
2018. 

The volume of international business declined on account 
of transfer of retail business of UK operations aggregating 
` 12,395 crore to the wholly owned subsidiary which became 
operational from December 17, 2018; rationalisation leading 
to closure of some of the branches reducing business by 
` 10,960 crore and reduction in buyer’s credit portfolio by 
` 34,964 crore. Thus international deposits during the year 
de-grew by ` 3,618 crore and the loan book declined by 
` 4,560 crore. However, on like-on-like basis, the international 
business grew by 21.92%.

Asset Quality

We believe that the net NPA level represents the real risk to 
the Bank. We continue to work towards our goal of reducing 
the net NPA levels both amount wise and percentage wise. 
During the year, the ratio of gross NPA and net NPA as well 
as their absolute amount declined.  The gross NPA and net 
NPA ratio improved to 9.61% and 3.33% as on March 31, 
2019 from 12.26% and 5.49% during last year. The absolute 
amount of net NPA at ` 15,609 crore was the lowest in the 
last over three years. This should be viewed in the context of 
consolidated operating profit of the Bank at ` 15,519 crore for 
FY 2019. 

Recoveries and upgrades during the year were higher at ` 
8,759 crore from ` 5,443 crore last year. Recoveries from 
technically written off accounts were also higher at ̀  832 crore 
compared to ` 621 crore last year.  

Following a prudent approach, we continue to maintain a 
high provision coverage against these assets which provide 
strength to your Bank’s balance sheet. Provision coverage 
ratio (PCR) including technical write offs (TWO) as of March 
31, 2019 increased to 78.68% from 67.21% as of March 31, 
2018. PCR without TWO also improved to 67.64 % as of 
March 31, 2019 from 58.42% last year. These ratios are the 
highest amongst the public sector banks.

With an expectation of improved recoveries; resolutions of 
some large NPA accounts anticipated to materialise through 
the NCLT process and with a high provision coverage ratio, 
the outlook for FY 2020 appears to be positive on asset 
quality.

Operating Performance

The various steps taken towards transformation of processes 
and augmentation of products has led to a consistent 
improvement in the operating performance of the Bank. On 
consolidated basis, the operating profit increased by 14.4% 
to ` 15,519 crore. The net profit was ` 1,100 crore. On 
standalone basis, the operating profit increased by 12.3% to ̀  
13,486.8 crore in FY 2019 against ̀  12,005.6 crore in FY 2018 
driven by growth in both the net interest income (NII) and core 
fee income. The NII grew by 20.4% to ` 18,684.0 crore with 
interest income on advances growing by 18.3%. This was on 
the back of domestic credit growth of over 18% on an average 
(14.2% on year-end figures). Total non-interest income was 
` 6,090.8 crore against last year’s level of ` 6,657.2 crore, 
despite a reduction of ` 888.1 crore in treasury gains on 
account of adverse interest rate scenario. Core fee income 
increased by 10.0%. The operating expenses increased 
by 11% while cost-to-income ratio marginally improved to 
45.56% for FY 2019 as against 45.87% last year.

The improvement in operating performance is reflected in 
increased margins. Global net interest margin (NIM) improved 
to 2.72% in FY 2019 from 2.43% in FY 2018. NIM from 
domestic operations also improved to 2.93% from 2.88% last 
year. 

During the year, the Bank provided `12,192.4 crore towards 
NPAs as against ` 14,211.7 crore in FY 2018 and posted a 
net profit of ` 433.5 crore in FY 2019 against a net loss of 
` 2,431.8 crore in FY 2018

Capital

The capital adequacy ratio of the Bank at 13.42%, as of March 
31, 2019, continues to be above regulatory requirements. It 
was strengthened by a capital infusion of ` 5,042 crore by the 
Government of India and the raising of ` 1,956 crore as Tier-2 
bonds. The Tier-1 capital was 11.55% and Common Equity 
Tier-1 (CET-1) was 10.38%. The consolidated group capital 
adequacy ratio was higher at 14.52%. Going forward, Bank 
is confident about generation of organic capital to meet the 
credit requirements of its customers during the year. 

The Way Forward

The recent elections have led to the formation of a stable 
government at the centre. The government is expected to 
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carry forward the reforms agenda. It will continue to focus on 
building infrastructure. Higher spending on roads, railways, 
airports, waterways and housing will boost the economy 
and provide economic opportunities for citizens to grow and 
improve their income levels. While the global economy is likely 
to remain muted on the back of the ongoing trade dispute 
between US and China, the domestic economy should benefit 
from the government’s investment momentum. In addition, the 
government’s boost to rural India in the form of direct benefit 
transfer will give an impetus to consumption.

We believe that the Bank is well poised to take advantage 
of the investment and consumption demand. With a wider 
geographical and customer reach following the amalgamation, 
introduction of new products, reduction in turn-around time 
and focus on digitisation, the Bank is uniquely positioned 
to grow and gain market share. Our endeavour is to build 
a future-ready, world-class banking institution that creates 
value for all its stakeholders. 

I would like to acknowledge and thank the Chairman of the 
Board Shri Hasmukh Adhia as well as the outgoing Chairman 
Shri Ravi Venkatesan and all the members of the Board for 
their valuable support, guidance and inputs to the management 
in all our endeavours. I also thank the Department of Financial 
Services, Ministry of Finance and Reserve Bank of India for 
their support and guidance from time to time. I acknowledge 
and thank all our employees for their hard work, dedication 
and commitment. At Bank of Baroda, we look forward to your 
continued patronage, support and goodwill as we march 
ahead on our quest for excellence.  

P S Jayakumar
Managing Director and CEO
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