
FOREWORD 

 

     The Reserve Bank of India regularly brings out the Report on Currency and 
Finance, which was traditionally considered as a comprehensive source and record 
of economic developments. The structure of this Report has been re-oriented since 
1998-99 from just documenting the economic developments to a 'theme-based 
report'.  The theme-based Report offers the professional economists working in the 
Bank, an opportunity to work on relevant topic every year and make incisive 
analysis of the theme both in the global and the Indian context and come out with 
an analytical Report offering possible policy solutions to the issues examined. The 
dissemination of these Reports to a wider section of the user-community is an 
important exercise.  The Report pertaining to the period between 1935-36 and 
1998-99 are available only in printed form.  The Reports from 1999-2000 have 
been placed on the Reserve Bank's website.  In these days of widespread use of 
information technology, it is felt useful to bring out the Reports in a single DVD.  I 
hope this will be an invaluable collector's item among the policy makers and 
academia. 

     The digitization process of the Reports was undertaken by Shri Ashok Kapoor, 
Chief Archivist, Reserve Bank of India Archives and supported by the services of 
Smt. Sandhya  Dhavale, Assistant Librarian, under the guidance of Shri K.U.B. 
Rao, Adviser, Department of Economic Analysis and Policy and Shri Sandip 
Ghose, Principal and Chief General Manager, College of Agricultural Banking, 
Pune.  I place on record my deep appreciation of their efforts. 
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INTRODUCTORY 
GmwaZ Features of the Year.--The year 1942-43 witnessed for tho most 

psrt an inteneiticsttion of t.hc tcndcncics already in evidence during previous years, 
of a growing strain on tho economic apparatus of the world with further diversion 
of reaourccs of manpower, materials and machincry to meet the mounting demands 
of B totnl and global war. With the limits of prodnctivo capacity h c a d y  roached 
or within sight, the increasing prcasure of heavy war expenditures constituted a 
soriow threat to  monctary and economic stability iu many countries, end the 
regulation of inflationary forms became a major prc-occupation of Governments. 
The nemmary rc~triction of private spending has been effected in two w a p :  
i11dhct1y, from the money side, tllroi~gh fiscal and financial measures, and directly, 
from the goods side, through phpicnl or economic controls. Aa the additional 
receipta Irom h i g l ~ r  taxation and voluntary borrowin@ have diminished, resort ha8 
been inc;rcnejngly had to the expdients of forced loans and compulsory saving in 
thc form of investment of CXCCRH profits in Government Ioane, addition9 to income 
and excees profit& taxcs towarcis post-war credits refundable after the war, other 
saving8 by ~mnll e m e r s  frozcu lor the duration of war, deposits with the Treasury 
of surplus funds accumiilated 1)y husincsx concerns as a result of postponed rcpaim 
and rcplacementa or reduction of ~tocks, and occasionally, payment of Qovernment 
contractore in aavinp ltonds. The technique of ehort-tenn borrowing has been 
rehed through the daveloprnent, in general, of direct contact between the Treasury 
and lending intltiti~tions, while a device extcntiing the scope of short-term borrowing 
to inc:Iudc investors other than banks hns bcen in use in the shape of tho imtitution 
of tax-anticipation n o b  or tax reserve certificates for smnll as well 8~ large tax. 
papers. Taxell on unoarncd capital appreciations have a l ~ o  sometimes been imposed. 

During the year, Allied war production continued to mount up and was 
accompanied by a closer integration of war programmes. A Combined Production 
ancl Resources B o d  and a Combined Food Boerrl were instituted in Washington 
in June 1942 to cffect economy of shipping and joint purchases. Again, to eavo 
tr&ll~portation and currency cornplicationa the basis of the Lend-haee sptcm first 
introduced in March 1941 mas further broadened in JuIy 1942 t o  include " Lend- 
Lease in Reverse." 

Mindful of the sense of frustration end t h c  financial and economic chaos that 
followed the lest war, the Allied Nations continued to consider plans for post-war 
social and economic recowtruction on a national as wcll as international basis. 
Apart from furthcr enunciations of tbe broad principles of long-term policy aa 
embodied in the Anglo-Soviet Trcaty of May 1949 and the Pacific Relations 
Conference held in November 1942, several Allied Technical Committees 
were busy planning provision for immediate post-war rclief on a world-wide 
basis. In March I943 Yrmident lXoot3evclt announced the holdmg of six 
United Nations' Conferences to considcr various phases of post-war economio 
and financial problem. The Grst of these, uiz., the Food Confercnce 
compoeed of representatives of 44 countries met on the 18th May 1943 and recom- 
mended the cre~tion of an international agricultnrd authority to  uecnre collaboration 
on measures to  increase production, distribution and co~u~~mption of food. Another 
of the proposed Conferemc~ will consider post-war probIem of curroncy and oxchange 
stabilisation. Two iknft schemes in tllis connection, wiz., the British Treasury 
plan (Keynce plan) and the United States Treasury plan, have been worked out. 



l'lle two plam rmmmcnd respectively the infititut,ion of an internationnl clearing 
sptcm and an international 8tabiliaation fund, with a unit of account in gold, but 
they diffcr in the omphwis they plalscc on the monetary rolo of gold, and the degreo 
of monetary mvcreignty to be vested by tho participating n a t i o d  units in the new 
authority. Both tho plans, however, have s fundamcr~tiil similarity in their under- 
lying aim, which is Che promotion of stcady expansion in thc flow of international 
trade and comcqucnt inlprovement in tho standard of life of thc participating 
countries. 

2. Warldm Finam.-The Statamcnt on the next page gives figures of 
revenue, total and clcfence expenditure and public debt from 1938-39 to 1942-43 in 
respect of thc principal bclligexent countries including the United Kingdom, the 
Unitcd Statcs, the Dominions, India aud Japan. 

The figures show the ntegnitudc of the financial effort cntailed by the war in 
thc avcrsl countries, the cxtent to which t.he incrcancd oxpenditurc is covered by 
wrrespondingincrcow~ in revenue nnd the risiug rolntivc level8 of poblio debt. 
Between 1938-39 and 1M243, total expenditnre liwelled t o  over nine-fold in tho 
Udtcd gtatzs, about fivc-fold in the United Kingdom, seven-fold in Canada, 
between five and six-fold in Australia end three-fold in Jnpan, which had already 
b e !  on s war footing since 1934-35. In thc United Kingdom and the United 
Ststca, dcfonoe expenditurc! in 1942-43 accounted for about 90 pcr cent. of the 
total expenditurc and for about 75 to 80 per cent.. in Canada and Japan. The 
comparatively low proportion of dcfcnce to tot-a1 expenditure, before tho war, in 
the Dominione and tho United States is in striking contrast to  the eubstantial 
percentage in the United Kingdom and Inclia and partly explains the relatively 
large increwe in their budgets ainco the war. That the limits of cconomic 
mobilktion for war are bcing reached is also apparent from t-hc slowing down in the 
rate of incrwe of the deface expenditures. Interesting variations are revealed 
from country to country in the proportionrt of total expenditure met from revenue 
as alao the progreasively umaller proportion of total expenditure thus covered from 
year to  year in diEerent countrics. Certain broad fcuturea of the technique of war 
finance during thc preeent war, in eontra~t to the last war, are also rcvcaIed. More 
reliance is placed now on taxation than on borrowing. Th~ls in Great Britain by 
1942 t.axation represented 40 per cent. of the total expenditm againat 21 per cent. 
by 1917. Again, with the increasc in taxation during the war, thc ratio of dircot 
t o  indirect taxation h~ generally altered in favour of thc former. Despite higher 
taxation, increased borrowing hw everywhere been necessary t o  meet heavy 
budgetary deficits and the quality of such borrowing in ruany countriw ha8 improvod 
uince the last war, the loam being ]low derived to a relatively larger extcnt out of 
personal sevings, particularly small savingg, than h~nk credit. Thue the National 
hvings Movemcnt in t.he United Kingdom has brought to the Exchequer £1,760 
lniuion as againet only 2200 millioll contributed by the small savere dnring the last 
war between 1914 and 1917. Thc insistence on chcap money policy has hclped to  
earo tho relative burden of debts on Governmental finances in contrast to thc high 
and ris'i terms of borrowhg during the last war. In Great Britain, the average 
rate of interest on the increasing debt during 1914-17, excluding floating debt, was 
6 par ccnt., the conespondmg rat0 for the periocl 1'339-42 being only 24 per cent. 
The average ratc for the floating debt is about 1 per cent. now compared with 4fr 
por cent. during the last war. In general, the technique of war b n c e  during the 
preaent wsr has been better designed to mop up excess purohaaing power with 
the community and to ourb tendencies towards inflation. 



Country. 

United Statas 
(In millions of 8 )  

United Kingdom 
(In milliona of f )  

Crrnsdn 
(In millione of Canadian t) 

Total Detenou Total p w c  Publia Debt 
Yea re Revenue Espenditure Etpenditum Zncrewc (yearaud 

in 4 56-1 

1 2 3 4 6 6 7 

July-June 
1938-39 6.16k 1,206 8,707 - 59.3 40,440 
1939-40 6.3870 1,657 8,998 + 3 69.9 42,868 
1940-41 7,(107a 6.301 12,711 + 41 59.8 48,961 
1441-42 12,7000 26.01 1 32,397 -+ 165 39.6 72,422 
1942-43 20,918t1 74,000 8o.W +I47 26.1 ll0,OOo 

(Revised) 
a. h'et revenue. 

April-March 
1938.39 927 400b 1,068 - 86.8 8.163 
1939-40 1.049 1,141b 1,817 + 70 57.7 8,032 
1940.41 1,408 3,220b 3,Sa +I14 36.3 11.399 
1941-42 2.074 4,085h 4,776 + 2: 43.4 14,OiO 
104'2-43 2,810 4,WOb 5,667 + 19 49.7 - 

(Revised) 

b. The figures arc approximate estimated. 1938-39-N~T. Army, Ordnance and -Air votes and Issues out of Dufence 
Loans; 1939-48-Na~, Ordnance and Air r o b  and Ieauos out of Defence Loans nnd rote of credit; 1940-41,19il-42 and 194%%3 
(cat.)-votes of crcdit. The Defence cxpenditnm was entirely met from r o b  of crcdit from 1040-41 onwuds though small 
amounts from votes of credit wen? presumnbly issucd for Civil Services including the eel£-belancing Post Ofice Deyert.ment. 
In reslmt of tho h o t ,  the expenditurn met out of votos of credit was £3.; million in 1944-41, £5 million (cst.) in lWl-42 nud 
fG.7 million (cst.) in 1945-43. 

c. Includee $77.9 million for expansion of industry. 
d. Includes $243.7 million for expansion of induebrg, and also a rsvenae of $36.7 million from the War Supplies Ltd. 
e. The 1942-48 estimates am highly tontlrtive. The figuros for ' Diroct War expcnditurs ' repreecnt the total Depsrt- 

montal Eetimatea. The ' Gift ' to U.K. ie es provided in the Wer Appropriation (U.K. Finsnoing) Act, 1W2. 



Country 

Aaetralh 
(In millions of Australian E) 

Total 
Revenue 

2 

95 
112 
151 
210 "Q, 

Defence 
Expenditure 

Total 
Expenditure 

Public Dobt 
(yoat-end 

fisu=) 
7 

f. The expenditure d&s not inolnde supplies from the U.S. on Lend-Loam terms but inoludes a substant.in1 sum for the 
pmvisiou of mupplim. services, oto. to U.S. fomes in Auatrelh undor " Reciprocal XU'  

g. Excludcs E27- 17 million and fO.6 million tc, bs applied as grants to States for inoomc-tax reimbursement, and enter- 
tainment tsx reimbureomont respeotively. 

India* 
(In millions of Rs.) 

South Africa$ April-March 
(h millions of South African E )  1939-40 45.5 3-YO 71.3 - 63.8 391 

1940-41 82.0 60.00 1%-3 + 80 49.1 336 
1941-42 79.6 72-00 131-5 f 3 60.5 381 
1942-83 94.5 96-00 135.9 + 19 60.6 426 

(Buket) 
$ Including expenditurn on Capital Account. 

April-bbmh 
3 038-39 84.5 462 852 - 99.2 1P.O5S* 
1939-40 048 495 H44 + 11 100.0 12.039' 
1940-41 1.077 536 1.142 + 21 9.1.3 12,475* 
1011-42 1,346 1,039 1,473 + 29 91.4 12,092. 
1042-43t 1,788 %;SO 3,2f 5 +I19 55.4 14.033 

(Revised) 
1W-44$ 2,194 1,997 2.764 - 14 79.4 14,390* 

(Budget) 
* The figures of public debt repreaent the totel intomat-bring obligations. $ Incl~ding expanditnre oncapital h c o ~ n t .  

J ~ n t  
(In millions of Yon) 

1938.39 1,814 6,097 8,084 - 22. 4 17,&37 
193U-40 2,247 6,468 8,958 + 11 28.1 23,481 
2940.41 3,168 6,764 10,034 + 19 31 -6' 30;895 
1W-42 3,568 15.730 20,253 +lo2 19.1 41,677 
1942.43 6,767 18,079 24,311 3. 20 U.7 45,333 

(Jnn0) 
t Tb @re6 of total revenue represent tax rsaeipta only, while thoae of oxponditom include expndituro on Gapibl 

Account. 



3. C w w  C i r d d i o n  and Witolesale P&es.--The Statement on thenext page 
gives coniparotive indiccs of note circulation, sight dcposits of commercial banks 
and wholesale prioes since tho war for oart,ain Empire countries and the Unitcd 
States. The graph on page Ga indicates the measure of oomespondence or 
divcrgcnco of the relative trenclr, oE note circnlation, Ijrr~~k deposits and wholeeale 
prices in these countries. 

The indices largely reflcct the incidence of t-he operations of public 
finance which have been briefly noticcd in the lwt paragraph on the monetary 
circulations and price levels oI different countries. Tlle largest incrcme in note 
circulation has occurred in Canada where the index n . e  froni 275 in the laet qunrter 
of 1941 to 391 in tho corrcsponding quarter of 1942. India, Australia and thc United 
States follow Canada a t  somo clistunce in the degree of incroase of note circulation 
by tho laat qusrter of 1942, which rang- roughly between 160 to 200 per wnt. over 
the pre-war level. Thc United Kmgdom and South Africa show a comparatively 
smaller imeaee, which reflects thc relatively greater succcss of anti-infirrtionary 
measures as well as the comparatively moderate magnitude of tho burden of war 
finance in the latter co~inty. Demand deposits have generally shown n smaller 
riso than note circuhtion except in thc c u e  of the United Kingdom. Wholesale priccs 
havo risen most in India, and leaet in tho United States, Canada, Australia and South 
Africa, whcre they ere generally higher by onc-third as compared with the pre-war 
level. In tho United Xingdom, wholesale priccs increased appreciably more than 
note. circulation till about thc first quarter ol 1941, but latterly the rise in them has 
been restrained relatively to tho increase in rr~ouetary circulntion. 

In Canada and the Unitcd States M also in other countries to a degreo the 
expaneion of currency and credit was accompanied for some timo by corresponding 
incremes in production, but a stiitts of lull employmcnt of resources has now been 
morc or leas attained and the inflationary inlpact oi monetary cxpsuion on the prico 
and economic structure L prevented, with varying degrees of succ:esu, by iinancial 
and economic controh. 

4. The Uniled S&.-The production index of t-hc Federal Reserve Board 
which had averagcd 123 in 1940and l5Gin 1941 increaeed to an avcrage of 180 in 1942 
and touched 191 in Novembcr, which represented a rise since September 1939 of 77 
pointrr. The index of durable goods productiou waa up in the Bsrne period by ovor 
150 per cent. while factory pay-rolls also showed n rise of nearly 160 per cent. This 
illustrates the measure of tho economic efforl; of the United Sbtes which by 1942 was 
principally devoted to war. Whilc war costs represented nt the highest one-sixth of 
the current national income, in 1918-19, in 1942 defence expcnditnm a t  $55 million 
waa about 47 per cent. of mtional income, while it is estimated to rim to two-thirds of 
a higher national incomo in 1943. Uuder the proviuiom of the Lend-Lcnse Act, 
which WM renewed for a furthcr period of ono year in March 1943, the total cxpen- 
diture up to the 31st March 1943 &mounted to $11,103 million since the paasage of 
the Act in March 1941 and the Lend-Leasc nccds for 1943-44 are cstimatd a t  $8,481 
million. To meeL ahortagcs of skilled man-power and strategic materials the War 
Production B o d  announced the s~~ipension, limitation, converion and regulation 
of a number of consumers' gooris industric.9 including automobiles, construction, 
metals, ctc. The process of industrial concentration was puahed furthcr and gold 
lninee were to cease operations with cffect from the 8th October 1W2. 
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P m u a n t  to the Seven Point Anti-inflation Programme as announoed on 
the 27th April 1942, cediup were fixed for mnnufactureru', wholeanlers' and retail 
prim and 8crvim in May undcr tho Ccncral Maximum Prico Regulation. This 
had the effect of temporarily checking the upward trend in priccs which was in 
evidence shce the country's entry iuLo Ihe war. In view, ho\irever, of the increasing 
national money income, which for 1942 wns plnccd at thc record figure of $117 
billion and the free purchasing power or inflationary gap estimated a t  $17 
billion and a renewed rise in the price-level, an Anti-inflation Bill was passed on 
the 2nd October following the Prmidcnt's Labour Day mcssogc to the Congress on 
the 7th Septcmbcr 1942, cmpoworing thc President to stabilisc pricca, wagce and 
srrlaries a t  the levels p revahg  about the 16th Septeniber. The President imme- 
diately issued the necessary executive orders for giving effect to the provisions of 
the Act and appointed a Director of Eco~lorrlic Stol~ilisation to enforce the stabilisation 
policy. Also the Rcvcnue Act of 194-2 passcd on thc 21st Octobor provided for 
additional taxation estimated to yield $8.6 billion on a full year baais, including a 
new 5 per cent. Victory Tax on ir~dividuah. The q~levtiorl of ir~htion, however, 
remains a major problem and thc prosslue on priccs is scvcrc. 

6. Th U~litrrl Kivu$mn.--During 1942 the process of mobilisation of Britain'a 
ecouomic ~CROIITCCB for wnr W L ] ~  completed, all nvailablo manpower was absorbed 
in tbe defcncc scrvices or war industtry, while civilian supplies were cut to a minimum. 
Tho output of wax materiab in 1942 incremed by 50 per cent. over 1941. The 
intensive development of ab.jiculture, he side^ m extension in the arable area in the 
county from nearly 13 million acrcs in 1939 to nbont 18 million acrca in 1942, 
appreciably reduccd tho dependence on imports of food. The United Kingdom's war 
economy ia more compact and atabilised than that of the United States aa a result 
01 a fuller measure of economic and financial control cvolvcd over a period of more 
than three ycars. Thc controls of production and trade have been working mainly 
along three lines, viz., (1) complete regulation of oversem trade and shipping, (2) 
geographical concentration of industries cis mcll as conccntrntion of rctnil tmde and 
(3) retltriction of uncsscntial production. Thc measurc of financial strain on thc 
economy is givcn by the amount of daily Government expenditure which rose to the 
prodigious figure of El6 million in March 1943 compared with an average of E12.5 
million in 1942 and £5 million only in March 194140. Heavy wartime taxtltion coupled 
with nation-wide savings campaigns, cxtcnsivc rationing and control of pricea 
including atabilisation of cost of living though subsidies have, however, kept infia- 
tionary tondenciea within bounds. Su1)siriieti towar& the stabiliaation of cost of 
living were being given by the cnd of 1942-43 a t  thc rate of £180 million a year. 
The standardisation of consumers' goods facilitated price control which was a h  
assisted by additional reelrictions on eatables, foodstuffs and clothing, and by rationing 
oE gas, coal, oil, electricity, cokc, ctc., ctc. Thc Coal nfining Undertaking Control 
Order camehto force on tho 11 th July and thc Ninistcr of Pucl and Powcr took control 
of all the pita in Britain. For the first time since the outbrcak of war there was a 
check to tho expansion of new capital kues,  the total of which fell from £1,509-8 
million in 1941 to $1,167-2 million in 1942 of which 11lo11-official k u e s  declined from 
$12.3 to $10.1 nullion. 

Problems of post-war reconstruction and social security continued to engage 
the attention of official and non-official bodics. Thrcc important official documcnta 
were published during the year under review. The Heporta of the Scott and Uthwatt 
Committees issued in August and Scptemher respectively dealt with the development 



of Britain's countryside and the propcr utilisation of land in the rurd areae, while 
Sir Willism Bevcridge's h i a l  Sccurity Plan, piiblishod in December, proposed a 
co-ordinated progranlme to guarantee freedom from want to every man, w o r n  and 
child in Britain through a singIe w:hemc of state mcial ix~surancc a t  an estimated 
ooet rising from 11697 million in 1943 to E858 million by 1966. Leading trade and 
industrial organisations a l ~ o  h u e d  reports on problems of trade and trade policy 
after the war. The British Premier announced on the 21st BIarch 1943, a Pour- 
Year Reconstruction Plan covering extension of the National Insurance Scheme, 
National FIealth Service, liberalisation of education and rehabilitation of agriculture. 

6.  Other Empire Cuuntries.-During 1942 one half of Canada's production was 
devoted to war purposes, and seventy per cent. of her war output was going to the 
United Nationu, which is a mcnsnre of the tremendous strain imposed on Cnnda's 
economy by her contribution to the Allied cconornic war effort,. Canadian pro- 
ductive capacity was expected to reach its peRk early in 1943. Agricultural 
production also touched new record levels during 1942, thc valrle of field crops bcing 
cstunated a t  $1,180 milliou which mas $500 ulillion higher than in 1941. Exporta 
including war supplies wore valued a t  $2,585 million compmed with $l,G41 million 
in 1941. The Canadinn national itlcomc rose fro111 s Ggnrc of $4,200 inillion in 1938 
to  an estimated annual rate of $7,900 milliou in 1942-43. Total public expenditure 
including eqcnditure on United Kingdom accoilnt, during 1942-44, ~ubstantially 
exceeded thc budget estimate and was expcctcd to reach $4,500 million, with tax 
revenues at $2,225 million. The earlier effccts of monetary aqnnsion in Canada on 
price8 and coats wcrc cushioned by thc increase in prcdaction brought about by the 
absorption of much unemployeci labour and resources, and it was only about the end 
of 1941 that purchasing powcr began out-running the supply of goodu, despite heavy 
increams in taxation. A uweeping Govarnn~cnt re,dation of commodities and prices 
wus accordingly adopted in the form of ta ceiling over thc prices of all gods,  rents 
and a number of important services, whiIe the stnbilisation of costs and wage8 was 
also clovcly related to this policy. During 1942, stringent and direct controls over 
civilian consumption and supplies were claborated, coupon rationing waa extended, 
and the programme of rationalisation and stanciardiuntion of industrial ontput, 
dmigned to reduce costs in order to reduce subsidies, was carried much furthor. In 
December 1948, an interestiug s t a g  in price control was reached with the announce- 
ment that diroct subsidies woilld be paid on food items, starking with milk, oranges, 
tea and coffee, in ordcr to  reduce the cost of living. 

The transformation of Australia's economy to a war basis was earnestly 
undertaken only with thc cntry of Japan into the war, a i d  tho speed and consequent 
ntrain of the transition has been correspondingly grc:lttcr. In February 1943, the 
Government announced an economic plan, the principal features of which were 
pegging of wages which were to  be adjusted for cllnnqes in the cost of living, peggiq 
of profits, control of inter& rates by the Commonwealth Bank, pegging of prices. 
prohibition of share salcs or the invt?titmcnt of capital exwpt with Government 
permiasion and for obvioua war purposca, prolibition of speculation in commodities 
B U C ~  as forward dcaling in food stiiffs, etc. The strcngth of the expansive forces of 
war finance is, however, indicated by t l ~ e  fact that out of the estimated war expen- 
diture of fA.440 million for 1942-43 (reviscd to XA.560 n1illion)fA.140 ndlion is to bc 
met from revenue, and fA.300million must be providcd by loansand savings,aga,inst 
fA.120 d l i o n  only obtaincd from public loans in 1.941 -43. This renders an expansior! 
of central bank credit inevitable : t.ht! Co~nrnonwealth Ba~~k'u holding of Govcmrncnt 



and other securitieaincrcaaed from nn avcragc of EA.105.6 r~dlion in 1941 to f.A.246-3 
million by November 1942 or by 132 per cent. Also, the compulsory deposit of the 
commercial banks' surplus investible fwctq with the Commonwcalth Bank under 
tho Wartime Banking Contml Regulatiom has not checked the expansion of credit 
due largely to deficit borrowing. Meanwhile, the Government's ' austerity ' 
campaign, pertly necessitated by a severe cut in imports, wns steadily pureued end 
coupon rationing extended to  h a ,  supr ,  clothing and footwear. The Govomment 
t h o  initiated a large-scale programme for thc manufacture of utility goods. 

The econoniy of the Union of South Africa reflects compnratively lees 
unfavourable effects of war than of other helligrent countries. Gold, tho m a b t a y  
of tho Union's econoniy, has rcceivcd u decirtive stimulus from war and with the rhe 
in ita price the Union has been able to accnmulntc s creditor balauce of intermtiom1 
paymeata which ie reflected in the incream in thc gold ho1din.g~ of the Reserve 
Bank from f29.7 million nt the end of 1939 to £68 million as on April 30, 1943. 
The favournblo balnncc of paymcnts h u ,  besides, been utilised to repatriate Union 
Government sterlmg debt amounting to £30 million in 1941 nndE40dionin 1942-43. 
More important perhaps ie the shift of Union securities, ~ n d  in partiotrlnr, of gold 
hares, from British to South Africcln ownership which has brought about a probabIe 
reversion of the percentages of tho capital in thc Rand industry held in the United 
Kingdom and in the Union, a t  60 per cent. and 30 pcr cent. respectively, before the 
war. The atate of the intemat.iona1 balance of payments also had expeneionary 
effmta in the sphere of currency and credit and fresh banking legislation was enricted 
early in 1942 an n s a f e p r d  against w o u n d  expansion. BIe-anwhile, the re- 
duction of imports Icd to shortages in various lines and to an extension of the 
field of direct controls. 

7. Germumy.--Germany' war economy was drastically reorganised during 
1942 and a closer co-ordination between &he army's demanbnds and factory production 
wss effected by the actting up in April of I\ powerful " R u s t u n p t  " or Armaments 
Council by the new Ministcr for Armnmcnts and Weapons. Shortages of labour, 
transport, food supply and feeding stub presented difficult problems and were met 
by drastic new decrees, conscripting nianpower and rcd~~cing rations. Under the 
'austerity' decreea of the German Tkhistry of Economic Warfare all nonessential 
bus in em^ and cntorprim wcre to close down including siiperfluoua catering establish- 
mente, hotele, amusement places\ and bars, civilian prodnct.ion nnd ecrvicea being 
reduced to the a h l u t e  minimum. It is estimated that to encourage food production 
and stabilise tho cost of living subsidies a t  the rate of RM.1,W million per year 
were being granted to farmera. 

Glesmany's axploitation of the agriculturnl and industrial rt~ourcea of occupied 
countries was intensified during the ycar. According to the data available to the 
United State8 Ofice of War Information, occupation costs are estimntcd a t  about 
f2 rnilliada in all. Germany has made a drive for the financial penetration of 
conquered countries, Germnn bnnke, financera and industrialists having acquired 
controlling interests in banks, insurance companies a11d industrial concerns there. 

8. Japan.-Wartime developmentv in Japuu bear the totalitarian stamp and 
follow in the main the pattern of the Nazi war cconomy in the rutlhl~m regimentation 
of the country'e manpower and material resources ancl the exploitation of countries 
of the ' Greater East Asin.' Japan hrw borne the cumulative strain of war economy 



since the Manchuria 'incident ' in 1931 and hcr civilian standards of living have been 
eteadily on thc docline. The scope of rationing has been steadily extended to cover 
moat essential articles. The year under review witnessed a further extonsion of bureau- 
cratic controh of Japancae industry to stimulate mar output, and i t  wa9 p r o p d  
at the end of Deccmbcr to amalgamate four of Japan's leadmg ba,nlr~, including the 
Wtsui, one of the biggest industrial hance  honw. About the Rame time tho Tokyo 
Btock Exchange regi&red an all-rolind declinc and thc Tokyo and Osaka exchange8 
had to be closed. Tho price of the Tokyo Stock Exchange New IssueJapanesc 
Btock Traders' Barometer Shares-fell to tlle lowest for yeam und despitc rigid 
market colltrol and semi-official support stocks continued to declinc. 

The Japanese w.cupicd countries havc bccn made ' partners' in the so-called 
co-prosperity schemo and placed under the Japanese Greater Eaat h ia t i c  Minirrtty. 
It is proposed to concentrate all heavy industries in Japan and lighter onee in the 
aakllite countries, all being in tcptcd to tho Imperial war offort. An Official 
Council for thc Rcorganiastion of the Greater Eastern Asia has been formed under 
the Japanese Prime W t e r  and Special Rarv Materials Boards arc sct up under the 
Council for workine UD ~articulnr schema such as the cmloitstion of chromium and 

L. 

manganese in Malaya and the Philippines and the devecopluent of bauxite, tin and 
nickcl in the Netherlands Eaat Indies. A Five-Year Plan baa been drawn up for 
the production of 1,125,000 +ls of raw cotton in the Philippines, being sbout 
30 per cent. of the annual total requirements of the Japanoso cotton industry. 
Finance for theae various schcmm of cxpIoibtion is to be provided by the newly 
formed Bank for tho Development of the South Sea Territories with a capital of 100 
million Yen. The basis of financial organisation in Japuneso occupied East Aaia 
is the militarv Yen and s number of c tmncv allimcee between J a ~ a n  and the 
occupied co~~itrics arc formed on the lines of h e  German clearing aysiem. 

9. Bum.-According to nvail:~t~le reports Buma undcr Japanese occupation 
appears to he p i n g  through a period of economic distress asl a result of c3isorganktion 
of tho county's normal life owing to l m  of ovmeau markek and commnndaoring 
of transport and supplies including rice, salt, petrol md bamboos by tho Japanme. 
Thue 40 per cent. of the railways are repodd to have been takcn ovcr by military 
authorities while a further 20 per cent. arc out of commission. Owing to lack of 
chipping and trrmsport facilities urban areas in the country auf£ered from food 
ehortngc dcspite a surplus of 2 to 3 million tom of rice which co~lld not be marketed. 
In  order to place the Burmese currency on the samo footing as in other parte of the 
J a p m w  occupied territory it wns announced from Tokyo that uew currency 
regulations would be introduced in Burnlrr wit11 effect from the 16th March 1943. 
Following the Japanese occupation of Burma the Government of that country set 
up their headquarters at t.hc Indian capital and have been busy with problems of 
the evacuation and rchbilitation of refugeea and post-war reconstruction. 

10. India.-The table on page 12 smnmarhcs somo important ststiatice 
bearing on the ecouonlic and financial dcvclopments in the country since the 

. outbreak of wnr. 

The violent jolt given by the Japanese aggrwsion to the Indian war effort 
rapidly transformed the county into all nraenal for the Eastern and Middle 
East thcatra of war, and led to a wider application of Governmental controb. 
The American Technical (Grady) Mission visited India in April and made 
recommendations for stepping up thc war production programmes in the country 



wherever necessary through supply of eeeential war materials under the Lend-Lcase 
Act, and in June the constitution of a War Resources Cornmiltee of the Viceroy's 
Rxeciitive Col~ncil waR nnnoimced. The Emtern Cmup Slipply Council referred 
to in the last year's Report having W e d  i b  objcctivos was disbanded in April 
1943. An index to the progressive integration of industry to war needs is provided 
by the growing volumc of wnr contrncta which increatred to Rs.256.6 croree in 
1942-43 from Hs.184 crores in 1941-42 and Hs.78.7 crores in 1940-41, nnd totalled 
R8.548 crores since the outbrak of war to the end of the year under review. 
Pnrchnsca from nmnll m l c  indnstrica arc estimated at  about %.I0 crores in 1942-43 
comparcd with about Ha.6 crores in 1941-42. Whilc fullcr employment and higher 
earnings resulting from act.ive industrial conditions and rising commodity vnlues 
reflected the apparenlly beneficial effecb of war on the Indian economy, uoaring 
price levels and costs of living, frequent shortages of foodstuffs and cloth resulting 
partly from bottlcnccks in transport and partly from the emergence of profiteerhq, 
speculation, over-buying and black markets were evidence of the economic 
disturbance caused 11y the growing draft on rnuterilrl resouceu, which affected &o 
the course of trade in b~zllion ancl stock markcts. 

Ahove all, the food situation gave wuHe for concern from time to t h e  
prticulnrly in thc dcficit arms and provinces and cngngcd the constant attention of 
the Central and Provincial Govermenb. The problem of food would appear to be 
not solely one of inadequate production but also of maldistaribution and to some 
extent of insufficient co-ordination of Govern~nentnl action. The measures taken by 
tho Central Govemmcnt in connection with the food situation included the is~ue of u 
Food Grains Control Order on the 21st May providing for t.he licensing by provincial 
governments of wholesale dealers i11 certain fvodgmins ; the creation of a Centrnl 
Food hdviwry Council a t  t.hc end of June as rccommended by the Food Production 
Conference held in April; the grant of high priority by railways to food consignmcntx 
from August onwarb and imports of wheat horn Auetmlia. The Provinces aho 
adopted mcnsurea wwh ns the provision of chcap gain shops, banning of exports 
ancl frcczing of stocks and penalisation of hoarding and profitcering. Some confusion, 
however, realdted from lack of a united policy for the whole country and in December 
a Food Department was cowtiluted at  the Centre with the object oI centralising 
the activities in regnrd to purchase, movement and dilstribution of food grai~ls. I11 

ordcr to promote a free flow of whcnt ta primary marketa, wholcsnle prices of this 
colnmodity were de-controlled on the 25th January 1943. A provision for nn 
etltimlrkd outlay of Rs.75 orores on the purchase of food grairls has been included 
in tho budgct of thc Ccnt2rul Govcrnmcnt for thc next ycar. Rationing of fod 
grains is also being introduced in the larger cilies. 

Greater emphasis continued to be laid on the reduction of arcn.9 undcr 
commercial crops like cotton and jute md the regulation of their distribution nnd 
prices, and comiderable progress wcts made in reducing the cultivation of cotton, 
particulnrly of short stapled vnrieties, the acreage nnd yield of which for 1942-43 
was lower by 22 per cont. and 2G per cont. respectively t h  in thc prcvious year. 
Towards the end of the year, when the prices of the new Indian Cotton Contract. 
nhowed what spyeared to be am abtupt ~peculative rise war~iing was adrninisbred 
to the cotton tradc by the Finance Mcmbcr, and aftcr the closc of the year t rd ing 
iu both the new anci current crop forward contracts and option contracts waa stopped 
with n view to elinlimting the qjeculative elements in the trade, while general 
delivcry contracts continue to bc permitted. 



1933-40 
I. PRICE IXDICES I1 
(Quarter-end figuree) 

1. All Primary Commodities (19th 
Angust 1939=100) .. . . 111.0 

2, Nanufectnrod A&icIce (19th August 
1 0 3 9 1 )  . . . . . . . . 116.5 

3. General Index ( 19t.h August 
1939=100) .. .. .. .. 112-9 

4. Erporte (19327-28=100) . . . . GI 
6. Imports ( ,, ,, ,, ) . . . . 66 
6. Fixed Yield Government Securities 

(August 1\)3L)=100) . . .. 36.7 
7. Pmforence shares (August 1939 

=loo) .. .. .. .. 95.8 
8. Variable Yield Securities (Auguat 

1939=100) . . . . . . . . 132.4 

II. FINANCIAL Sl!ATISTICS 
(In croree of rupees). 

I; 1. Notes in ciroulation orcluding Burma 
Sotee (Quartor-end figures) . . 186.1 

2. Absorption (+) or Return (-) of 
notes and rupees* . . . . . . +lP-7  

3. Clleque clearings . . . . . . 469.4 
4. Scheduled Banks' Demend Liabilities 

(Quarterly overages) . . . . 133.2 
5. Scheduled Banks' Time Liabilitiee 

(Quarterly overages) . . . . 101. 8 
13. Scheduled Cash and balancos with the 

Rrsorvo Bank (Quarterly averages) 28.5 
7. Bullion :- 

(1) Gold-rupees per Tola. Spot. 
Bombay (quarter-end) . . . . 41 -2-6 

(2) Silver-rupees per 100 Tolas. Spot.. 
Bombay (quarter-end) . . . . 60-10-0 

* Includes B u m  upto March 1942. 
$ Closing quotations on 10th Sept. 

Item 
1 , 2 & 3  (1) 
4 & 5 (1) 
6,7 5: 8 (1) 

Economic Resoarcos Board. 
Monthly Survey of Business Conditions. 
Capital. 



Owing to the diversion of a part of the loom c~pacit~y to defence rcq~hcmcnta, 
c~rtailmcnt of imports mtl a rim in expork together wiLh speculative additioils to 
stocks leading to abnormally high pricca, thc pcr capita contrumption of cotton 
pie!-goo& is ee t .k ted  to have declined to about 12 yards in 1942-43 1x9 compared 
with 17.94 yards in 19-33-39 and 16.03 yards in 1940-41. Early in June 1943, tho 
Central Government initsiatcd in conaultntion with ind~ietrid interests a comprehen- 
sivc scheme of control of cotton yarn and cloth prices and production and n Textile 
Control Board ha6 been set up to advise Government in the newly created Depart- 
ment of Industics and Civil 8upplic.s in this connection. 

To cnablc ~ m d l  jute growera to hold their procluce with a viaw to securing 
better prices, the Govcrnment of Bcngal instit11te.d a fund of Rs.2.6 crorea including 
a loan of Ra.2 crores from the Central Government for making 1rdvnnce8 to cultivators. 
Thc area under jute waa fixed for 1943 at 60 per cent. of thc nrca registered in 
1940 as amended in 1941. A Sugar Control Order issued in April 1942 provided 
for the appointment of a Sugar Controllor for India with pwem to fix ex-factory 
prices, to mgi~ter dealers and to control the distribution of tho commodity from 
factories to markct9. With n view to en~uring equitable distribution to all consuming 
countries a scheme of bIock purchaso of Indian tea by Hir MajeAy's Government 
under which all private exporta were to be prohibited rrftcr making si~fficient provision 
for homo consnmption, was anriounced in September 1942. To moot tho shortago 
of rubber rwullting from the lorrr of Malaya, Dukh East Indies and Burma o. Tyre 
Rationing Order was issued on thc 16th June and the Government of India a~rnounced 
in the beginning of November the establiahmcnt of a Rubber Protlnction Board 
to ensurc maximum producLion in consultation with produccra' orgunisntions. In 
view of the growing dcfcnce rcqliirementa of le~t-her an order empowering the 
Controller of leather and tanning indwt,ritx to S U ~ C ~ R R  production was iasud in 
October. Othcr control measures to conserve supplies of scarco vital materials dealt 
with hoarding of non-fcrrons metals, transfer, move~nent and stocks of iron and 
steel,. production of altuniniunl goods, rates and pricea of sulphurio acid, etc., etc. 
Mcnt~on may also be made of the various control ordcrs relnting to the uee of paper 
including ncmprint. 

The ~Uhject of poet-war reconstruct,ion continned t.o engage some attention 
on the part of the Government; of Iudia as well as certain Provincinl governments. 
In  order to improve and strcngthen the Governmental machinery to doal with post- 
war reconstruction problems, a Rcconatruction Committee of the Viceroy's Executive 
Council with a pcmnnent secretariat was constituted to co-ordinate and sanction 
various p l m .  A few provinces such ucl the C.P. & Berar and Bombay sct up 
Reconstruction Pun&, while the K~ual  Dcvclopment and Peasant Welfare Funds 
in the Punjab are also based on t.he idea of conserving resources for l ea  proeprous 
and more propitious times. 

The total population of India (cxcluding B l m a )  aa finally ascertained in 
the decennial census taken in March 1941 is placed a t  388,997,gtiG inclirtling 93,189,233 
for Staka and Agencics aa agtlimt 338,170,632 and 81,310,845 respmtivcly in 1931, 
thiu showing an increase of 60,827,323 or about 15 per cent. over the last cellam w 
a result of a high birth rate and a falling death rate particularly among infants. Two 
of the salient features of tho ccnsns are an increase of 81 per cent. in thc presont 
small scale of urballisation and of 70 per ccnt. in the existing low level of literacy 
in thc colintry. 



11. PRICES AND TRADE 
11. Pricc tn,nvmants in 1 d i u  and cdrkzin other couwtrics.-Statemeut I gives 

indicca of wholede prices and coets of living (1929= 100) in India and some important 
foreign countries. Stlrtemaut IT ~hows tho trcnds of wholcsalo pricm since the begin- 
ning of hhc war (19th Angust 1939 =ZOO) separately in respect of main clwca ancl 
important groups of industrial articles, as compiled in the Offioo of the Economic 
Adviser to tha Goverrlrnent of Indin. It in not ptmil~lc in the highly ahnormu1 
condition8 of t&y to get an accurate idea of the movements of p r i m  from time 
to time in n corintry or to make satisfactory comparisolls of thewlativcrnovcments of 
prim Icvcla in Merent co~mtries. Apart from tho developmant of black markets in 
varying degrees from one country to another and from commodity to commodity 
within a country and tha peat diversity of local priccsarising from the disruption of 
sco~lomic unity, which vitiate indcx numbers based on selected ofIicin1 quotations, 
thc grcatly altcrcd weights of mmmodities in current procluc%ion and consumption 
with the extension of rationing and other co~~trols, also detract from their valuc n R  

measures of changes in pricc lcrcls. In the absence of any better guidc, thcy merely 
ficrvc as rough and general reflcclors of market trends, morc or lcss imperfect sccod- 
ing to circumtances. 

I n  general, the. riuc in thc cost6 of Iiving appears to have bccn legs marked 
thnn in whol~~iale priccs in all count-ries, owing to the coniparativc ~tnhility of certain 
elenlents i11 tha formcr. The increase in both h ~ s ,  however, been morc or less appre- 
ciable in the United Kingdom, the United Stntcs and Canada, since the war ; though 
recently they appear to have remaiued moro or less stationary with the esocption of 
cost of living in the United S t a t a  the index for whicli rose from 93 in April to 98 
in Noverrlhcr 1942. The rise in prices ill these countrim hw been generally amnlIor 
during thia war in spite of the reliitively grcnter promure of infiat.iomry forces than 
during the last war : against an increase of 64.0 per cent. in wholosale prices in 
the United Kingdom between August 1039 and Dcwmbcr 1942, the increa~c bc- 
tween July 1914 and December 1017 was 125.5 pcr ccnt., the corresponding figures 
nf increase in the cost of living dllring this and the 1 ~ q t  war being 27.4 per cent. 
and 85 per cent. 

In India, thc inclex of wholesale prices declined after the initial spurt up to 
December 1939 and reached that level, which was  almost equal to theaverngolevel of 
prices in 1929, again in June 1941 ; thcrcaftcr, for eight or nine months to the begiu- 
ning of the year under revicw thc upward trend was restrained. During 1942-43, 
Iiowsver, a steep asocnt in prices started which still continnes. The Calcutta (Indian 
Tradc J o ~ ~ r n l )  index number of wholcsde prices on the bask of which Rome com- 
parison is possible with thc last wnr, registered a rhe of 78.3 per ccnt. during 1943-43 
against 24.4 per cent. in 1941 -42, and 23 per cent. from August 1939 to Msmh 1941 ; 
the corresponding ratc of increase in priccs in 1917.18 was 19.7 against 15.4 in 
1916-17 and 23 from July 1014 t.o Marah 1916. It will also be noticed that the rise 
in pricxs was more marked tiuririg thc second half of the year whcn prices moved up 
by 37-4 per cent. as against 29.4 per cent. in the ht half. 

TIie gcucrnl index of prim28 prcpnrcd in the Office oi the Economic Adviscr 
advanccd from 146 in April 1942 to 220 in Xarch 1943, ~howing a rise of 60.7 per 
cent. The rise was, hotvcver, Merently ditjtributod over the various group:  
food and tobacco movcd up by 107 points in the second half of the ycnr ancl 138 
during thc whole year; raw mat,crials showed a comparatively mal l  rise of only 



10 points so that the measure of increase in the indicos of primary commdities 
was 77 points. The prices of mauufactured articles hcl moved u~p fastor thnn thoee 
of primnry commoditic~ till tho cnd of 1941-43 ; during the ye= under revicw, 
although their index appreciated by 63 points as compared with 33 points in the 
previous year, the advance was lees marked than in primary commodities. The 
largest single incrcam undor irldustrial articles occurred in the case of cotton manufac- 
tures, which recorded a riso of 247 points from 1'35 to 442, followed by a rise of 83 
points in steel. I n  controlled articles such a~ sugnr, kcroscnc arid petxol the rise 
w a s  comparatively snlall, altllough much higher prices than thoso rccordd are 
rcported to bc ruling in the black rnarkets. 

The rise in prices during the war which hccamc particularly marked during 
the year under review, may he alternatively described a~ on outcomc of the growing 
shortage of purchasa1)lc goods in relation to increasing money demand, or of the 
increnaing prcssure of rising ~noncy inc:on~cs rcflcchd in the expanding monetary 
circulat.ion, on a diminishing flow of goocls for civilinn i ~ s c .  Thc rise appears to be 
restrained on the one band, by t.he retarded turnover of the incrcnscd money cir- 
culation, and acccntnntcd, on thc othcr, by c1ifficultic.s of transport and distribution 
and artificial shortages induced by speculntion and hoarding, which havo lecl to 
tliucrepant price movements. 

12. T r d s  in In&ndbnd Tra&.-The temporary stabilisntion of thc bounds 
of the mnjor trading bloc:k~-6ont~incnti Europe, the Far Eastern area, the Amcricav 
and the ramifred Britiqh Ernpirc, led to moro intcnaivc l~lockwle and inter-blockado 
Jneaures and confined international tracle to water-tight compartments. Wilhin 
t,hc m:tirl diviaione, trade ~ ~ i ~ ~ ~ s e r \ ' e d  111~ requirements of war and csscntil civdierl 
~upplios. Thcrc WIX~ a fundanlc~~tal xhif t  in the hasis of trade policy from tlw pcam- 
time bias towards maximising exports nnd crmting export surpIust!s to mil&nising 
tohe draft on domestic resources through exports and encouraging thc flow of esseritial 
imports by cvcry possiblc meaxui. The grant of liberal credit facilities as cvidcnced 
by the accuz~nulation of stcrling asscts of Ernpirc courltries and German clc,aring 
claims and epitolniaed in the principle of Icnd-lcmo fro witlely extended during the 
yetrr, made finance a w b s i b r y  aspect of tmcle. l'hc pent paucity of atatist.ical 
information in regard to private foreign tracle, apart from Qovcrnmant war tranmc- 
tions, rcndcrs i t  cxtrernely difficult to give a full account of the yenr'n trritlr., wllile 
the steep rim in priws makes oonlp;iriaon with earlier years more dacul t .  Thc 
latwt figures are, besides, provisional. 

13. Trade in  the prc-vent am? in  l h  lnvl war : Value and Bcdancc: of Trade..- 
The table below carries forward by anothcr ycar the cunlparison of the trade in 
merchandise of India (excluding Burma, on a post-soparat-ion hais)  during the 
war ycnrs and thc pre-war quix~qucmiwi with the figures for the corrcsponduy: yeare 
of the last wnr, thoi~gh tbc signifitanoo of such comparison dhinishesas thcpre-war 
base recedes, in view of the vaatly diffcrcnt pattern of developments during thc 
presvnt war : 

l93S-39 1940-41 104142 1D42-43 
Exports (including 

re-export*) . . l(i9 199 3 53 194 
Imports . . . . 192 167 1 73 110 
Total . . . . 311 336 426 304 

(In crom of r ~ ~ p )  
1913-14 1015-16 1916-17 1917-18 



Tn the third full year of the present war thc  value of India's foreign eea-borne 
tradc mit8ncsccl n rcccfision, which wa3 much morc w,vcrc in respect of i111port.s Llian 
of exports and the balance of trade improvecl to a snlall axt.cnt in conseqnance. In 
1017-18, on the other hand, the hdancc of Irndt! tleclilled somewhat rn a rcsult of a 
slight dccrcaso in cxports whilc imports rcmaincd ~hrble. 

Statement 111 shows thc value of imports, exporl~l and re-exports as well as 
balancc of tradc, month by month, during the last two ycnrs while the table above 
summarises the annual reeulb for sonle years past. The cessation of trade with 13nrnla 
during Lhe year under review with expohi frorn, and irxlports into, Inclia avcrnging 
Rs. 13-42 crores irnd Rs. 29-82 crores rcspcctively for the three years llnnldakly 
preceding, wna partly rrsponuiblc, for thc Inrgc drop in Jndia's sr;t-hor~le Lrade duiing 
t,hc ymr. lmports dcclined by 3G pcr ccnt. from Its. 173.01 crores t4) RH. 110.:31 
crores urllile export4 fell by 22 per ccnt. froui Rs. 253.91 crorcs to H.s. 1 9 4 . s  crorci, 
the excew of exports over imports increasing from 11s. 79-90 to Rs. 84.21 crores. 

14. Quri~ctutn UTAIE Pricr,r.--(lon~pitrativo illdices for the quant~un and pricc 
level of imports and axport6 in rcspnct of the last fonr yeam and the c;orreupoudiiig 
pcriod of lost war are giveu below :- 

(Original b a s ~  l!JZ7.3= 100 slliltud tv l'J9H-;{'J=lU)) 1'313-14=100 

1940-51 1 - 4 2  1D42-$3 1Dli.lfl 1816-li 1017-18 

IMPORTS 

Price lsrcl . . . . 126-7 133.4 192.9 126.0 170-0 211.0 

Thc fall of 36 per cent. in the value of in~ports durillg the yew WAS ~ l i d e  up 
of a lall by nearly onc-half in t-ha quant.11111 of imports u~ld an increaue of one-quart,c1r 
in their price level. In t.he result, thc pricc-levcl was pra~t~ically doublccl as compared 
with 1938-39 and Lhe quantu~n wirv reduced to Ihree-tenthu. In respect of exports 
the quantum dwl ind  during the year hy one-third to five-eighths of the pre-war 
level, while price8 rose furthcr to a lovcl about 86 pcr ccnt. abovc the average, of 
1938-39. The trends in 1317-18 were similar in direction though diiIerent in degree, 
the decline in the quantum of trade having bee11 smaller than now. 
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There were intcrcating changes in the direction of the considcrnbly reclucad 
amount of trade during tho ycar. The decline of Rs. 23-09 crores in oxports to the 
countries of the British Empire was more than accounted for by the decline of 
h. 194 crorce in exprfa to the United Kingdom, Rs. 2.69 crores in exports to 
Canada and the practical disnppeawnck of e q o r t ~  to Burma; export8 to other 
Ernpire cour~trien bordering the Indian Occnn, on the other hand, were eithcr main- 
tained or incrcascd to an appreciable extent, particularly to Ceylon, Australia and 
South Africa. ,b a result, thc rclative tihare of the Empire countries in India's 
exports (exclutluy re-exports) increased from 62 7 to 67.1 per cent. Imports from 
the Empirc co~intrics declined more than in proportion to the aoneiderable fall in 
total imports and thcir pcrccntage share of the total declinod from 62 SO per cent. to 
55.5 per cent. in 1942-43. Most of the absolute reduction in imports from the 
Empire and the whole of the relativo fall is explained by the shutting off of the 
~i~bstantial import trade of Rs. 2% crorca in 1941-42 from Rurrna. Imports from 
Ceylon and South Bfrica actually increased. The relat-ivc share of the United 
Kingdom in the import trade also advancetl from the lowest rccordcd percentage 
of 21.1 during 1941-42 to 26.7 in 1942-43. Thc balance of trade (excluding re- 
exporb) in respect of thc British E~rlpire increased substantially from 43.32 crores 
to Rs. 64.54 crores. 

Corresponding to the i11cre;we in the Empire's sl~nre of Indian exports there 
was a decliue in the sharo of foreign countries from 27.3 to 22.9 per cent. which was 
entirely accounted for by thc relative recession iu the percentage of exports t o  the 
1J11it,d Statw. For the rest, exporte to countries of the &fiddle East, like Turkcy, 
Syria, Arabia and Iran experienced substantial improvement offset by decline in 
exports to Latin Amcrica, the P w S c  ares and other distant countries. The increase 
of the relative iruportance of foreign countrim aH source8 of supply of Indian im- 
ports was ngnin due to larger imports from countries surrounding the Indian 
Ocean particularly Egypt and the Middle Eaet countries, thc share of the United 
Statee haviug heen reduced from 20 to 17-2 per cent. Altogcther thc balance of 
tradc in rcspcct of foreign countries declinod from Rs. 80.99 to Re. 12.61 crore.9 as a 
result of a greatcr absolute fall in exports to, thm in imporL9 from, these count-ries. 

A general feature of thc trcnda in the direclion of tradc dinclosed by the above 
revicw is the comparative decline of long-dist~nce trafic, which reflccL.9 alike the 
acute shortagc of shipping and the increased risks connected with long occan trans- 
port during the year. 

16. Composition of Trade.-The following t,ai~Ie ellows the changcs in the com- 
poaition of India's imports and expork according to main commodity groups during 
the last three years and compares thcee with the pre-war year 1938-39 :- 

Foodstuffs . . . . 
Haw hlntcrinlv . . 
b l a n n f n c t u r c d  

urticles . . . . 
Foorlictuff s . . . . 
Raw hlnteriale . . 
U o n u f s c t u r o d  

ttrticl~s . . . . 

103L39 
Re. P w a d .  

croree age 

1910-41 194142 
Its. P c r ~ n t -  Ru. Percent- 

croms c CT0nnR uye 
IMPORTS 

23.81 15.2 27.84 16.1 
42-10 26-8 60.05 28.11 

89.61 57.0 03-08 54.1 
EXPORTS (including Ek.orprCs) 

42.39 21.3 60.14 23.8 
68-33 34.4 73-10 211.9 



The above fipms reflect the b r o d  character of some of the changes in the 
countrry'e economy that are taking place dmhg thc war as well arr the effect on 
trade of thc scarcity of freight end-othcr frrctors, though the exchlsion of the import- 
ant  tradc on Govern~neut ~ W C O U ~ ~  detracts fro111 the vduc of thc f i p c s .  Thc 
outfitanding futa: on the import side are tho sovcrc drop in foo&t.ulIs presumably 
largely acc;nnted for by the di~irppwmncc of thc Iormer i~nportt, of rice from n o r ~ n a  
and tho hcavp decliric in thc valuc of import8 of mmufact,ii,nmd a.rt8iclcs dcspitc th.: 
harp  rise in prices ; thc value of llnporttl of rlrw materials, on the other hand, in- 
cream1 zll)eol~~tcly and thcir perccntgrgc advanced to the unprecedented level of 
rlearly onc-hirlf of the totirl. I n  rcspcct of exporb, the proportion of food~t1lff.3 
and marillfnctt~red articles inarcascd further a1111 reiwhcd onc-qifnrtcr and onc-half 
respcctivcly, whilc raw n~atcriuls continued t.11air downwnrd course. 

17. Zn?pr t s  arid Exports.-Thc table below shows ohangos in the \r:ilac of 
important commodiliee entcrhg into thc foreign sca-honic trade of India during 
tho last lhree years and coui1)ures these with t;hc prc-war year 1'338-3!). 

. . . .  Gmin. pulm and flour 
Sugar . . . . . . . .  
Oils, vcgctablo, mineral ond animal 

. . . .  Cotton, raw nnrl wnrjh 
Wool, rnw . . . . . . . .  
C1)emicnle. ( I I I I ~ Y  and U L ~ ~ C ~ D R F ,  

I)yefi tlrld culours . . . . . .  
31ec.ilirlcry . . . . . .  
Cotton (yarns and mc~uulwlurus) 

EXI'OHTS (including Ro-eqmric) 

Grain, pulm n l ~ d  flour . . . . . .  
'I'ea . . . . . . . . . .  
Oilr., \egrIablu, niincral niirl anilnul . . 
SoedL4 . . . . . . . . . .  

. . . . . .  Collori, raw n i ~ d  wsdtn 
Jutu . . . . . . . . . .  
Hidch and nkiiln, L W I I I C ~  or drnasod H U ~  

lImt,hor . . . . . . . . . .  
Xetals . . . . . . . . . .  
Cotston (jaru slid umnufnr~ti~rc-) . . 

The severest fall in i n ~ ~ o r ~ s ' ~ c : o ~ r r c l  i11 respect of g a i n ,  pulsc a~ltl flour, 
whih cotton jar11 nnd mnnufaotnrcs i ~ n d  nia~llinc~ry IL~SO slinrecl i11 the (1e::line. 
ImporLs of raw cotton nud raw woo1 inc~eued s o r ~ ~ ~ w h a t ,  I\ liile 1 1 ~  priucip:~l i~uprovc- 
rrlent oc:c:r~rrcd luldcr oils, nhietnl ant1 otdhcn. Tlie Coven~mci~t of lniii;~, in cou- 
~ ~ d t a t i o n  with other consumiug c:olintrics, enno~ulc:ed on the 24th March 104:) the 
iustit.ulion of control over the iupurts of 13gypt.ia11, Sndanesc am1 1 ; i i ~ t  ,Ifriciln 
cotton, the. suppliee of which were rrhort ~~g,nnhzst continut:d heavy dcmnnd. 



The exports of tea from India on private uccount wcrc prohibited with effect 
from the 15th September following a w:hemc? of block purchase of India11 tea by 
Hia Jlajeety's Qovernlllerlt (aide para 10). Yrivaik exports of tea ngnin~t pnst 
contracts were, bowr.\-f?r, to ccnsc fro111 the 30th Devem1)er. Witah a view to con- 
serving the sllpplics for civiliar~ cousu~nptior~ in thc cniiiitry, Lhe Gover~lrllei~t of 
Indin announced their decision to rr.gt11nt.c with effect from the 1st J ~ l l y  1942 the 
export of co thu  piece-goods unrlcr a qnota scheme Luetl on thc expnrtv during tho 
official year 1941-4'2 when lndia shipped abont 600 loillion yards. Exporls of 
cotton piece-goods, however, rove by lis.8.86 crorcs to the record figure of lZs.46-H(i 
crores in 19k2-43. 

1 H. Trade Agre~mnts.-The InLenlationul S~igar .?\gc,mnrnt of 19.19 uilder 
which lndia hscl underlaken to prohihit the exports of sugar by sea to any coutitry 
othcr tlia~l Eurrnrr wuu cine tn  cxpire on t.hc 31st Augu~t  1942. In vien~ of the nltrre(1 
cor~ditions created by the war, the denlarld for sugar in tha ;\Tiddlc Kast coilntries 
as 0130 in (>reat Britain and the cessation of imports from JRVU, the. Government. 
of India decided to terminate the  ngrccmcnt with eflect from 1st Septeuiber 1942. 

11l. BULLION 
19. Prdurlion of Bokl. . Thc e~timnt~cil ~vorld productioll of gold in 194'2 

wan 36 ~nillio~i ounccs ns coniparccl with 39.5 lnillio~i o~ulws  in 19-11 and 40.5 
million ounce3 in 1'340. The BritinL Empire cont8ril)uted 23.5 rnillion ounces or 
W3.5 per cent. of the total world production in 1943. Tn cont.rost with tho rising 
trend of gold o~itpiit during the 'thirties, nnder the stiludue of low production 
costs and high golcl prices rceulting from currency devaluation. the ger~eral trend 
of production is on the decline. i r ~  rrlost of thc oountrica na will bo scon from thc 
followillg compnrntivc stntcmcnt for thc thrcc ycnrv cndcd Decemnbcr 1942. 

(In thousand ounces) 

. . . .  South Afriru . . . . . .  14,121 11.386 14.047 

All countries . . . . . . . . . .  36,000 39,600 40,500 

PFR~EXTAOT: sndue OW \VOBLLJ YUOlJUCTIrlY : 

British Ernpim . . . . . . . . . .  62.5  60 .2  49.2 

South Africa . . . . . . . . . .  39.2 30.0 34.7 

Thc dct:liuc ill production hss resulted fro111 the diversion of man-power, plant 
a ~ d  otller resonrccs from the product,ion of gold in sorrltr of the producing countries 
like Canada, Ausbrulia and the IJ~litcd States, t.n othcr mar purposes as well ss the 



increased c o ~ t s  of production. The fall has been particularly Rovcre in the Uni td  
States where thc majority of gold mines havc been closcd down, whilc production in 
South Africa 11as bccn more or ICM maiut.aincd. 

The Unitcd States Tren.~ury's Stock of gold was estimated to be $32,744 
million (649.83 million 02s.) a t  tho cnd of 1942 conipared with $22?737 rrlillion 
(649.63 rnilliotl 02s.) s t  thc olost: of 1941. 'IJie incrcnsc of $7 million only in 1942 
cornpares with an average annual acidition t.o the Treasnry'n stock of about 82,000 
million during thc quinquennium cntled 1941. The country now holch on 1)ehalf 
of itaclf and others ncnrly two-thirds of the world's gold stock, actually owning 
about 60 per cent. of tho world total. Gold held 11ntle.r earmark nt the Yedcrl 
Reserve Bnnk~ for foreign accorlnts stood nt 82,632- 1 million a t  the cnd of Octobct 
2942, comparecl with $2:045. G million a year bcfore. 

The c~timnt~ed production of gold in India in 1942 amounted to  260,387 fine 
uiinwe valued a t  R~.3,72,88,285 a6 con~parod with 285,929 fine ouricee valued at  
Rs.3,31,31,78:3 in 1941. Owi~y: to a fitccp rise in tho price of gold in India, the 
value of Indian gold output in 1942 was highcr though ita quantity was lowcr, as 
compared with tho prcvious year. The total production of gold in India during 
thc tan years ended 194'1 was 3,113,000 ounces or one per cent. of thc total world 
prod~~ction (chxcluding U.S.S.R.) of 307,832,000 ounces during the =me pcriod. 

20. Pricc of Gold.-The highost, lowest and svcrage prices of gold in  ond don 
and Bombay during thc lnst Gve years arc given below : 

PXLICE OF GOLD rx LONDOX PEKOE on ooco IN BOXBAY 
mCB ?IYE OUNUE PER TOLA 

Year Hjghc~t Lowcst Averago Highest Lowest Average 

The price of gold in the. United Kingdom nnd in the Urlitcd States reniaincd 
unchanged a t  lG8sh. (with ~ovcrt!ifins a t  39sh. 3d.) and $36 per finc ounce re- 
spcctivcly. In India the price t.oi~t:had new high lovcls. The averngo pricc of gold 
which stood a t  Rs.4-i-10-10 in 1941-42 advanced ~harply to Rn.67-1-1 in 194!!-43 
whilo the ~pread bctwccn the highest and thc lowest prices widened IiuLher from 
T<s.l(j-!)-0 to Hu.27-4-0 clnring the yam under rcvicw. Whilu prices of hi~lliou in 
the London and New Pork lnarkets rcmaincd contxolled, Tndia continued to havc a 
relatively free markct ; thc Indian market, bowcver, remained isolntd from outside 
influcnce~ through wartime rest.rict.iom on the imports end exports of gold which 
continiicd to be in form. 



Stateme~it TV nhows the highest,, Iowcst and average pricea of b u  gold and 
sovereig~u izi Bombay for each montli and the estimated stocks of gold in the Bombay 
market at  thc encl of each month of the year under revicw. Statement V shows 
wcckly movements of prices, spot aa well m forward, and stocks in the T3ombay 
bullion nlarkct during the year in rcgnrd to both gold and silvcr. Dullion prices 
during thc year conth~uc?cl to he dominated by an incrt?;rsing invcstment ancl spc.ctrle- 
tive de~nnnd in the fircc of insufficient supplit~s irnd toi~chcd succesaivu record lcvcls. 
Tlls Iliterm:rl dcmancl for Boarding i d  ~pcculative purposes kept the prim of gold 
well over export parity througl~out tho year. Early in April, thcrc was a relapse 
in thc price of gold, as a resnlt of the liquidaliou of tllcir holdings by the Madras i~11d 
local dealers, from the previolrs year'sclovi~ig level of Rn.62-0 to Ks.44-12-0 on the 18th, 
being the lowcst qnot&ion for the yc?sr. Itcaovcry came soon though for thc ncxt 
morith or RO prices followed an unc:crtnin and hesit.ant course and thcn assumecl 
a steady upward trend. As ~~gninst a range of Rs.7-12-0 in April hctwsen the highest 
and lowat q~otatio~w, tho maxirn~un morithly price variation during the sucicecdi~lg 
six months wns Rs.2-10-0 only (in Jurw 1946). The market remained closed for regular 
busiuess for tlle greater pnrt of the three months of dugllst, Scptcmber and October 
but the trend continued to be definitely bullish and tho price rose from Rs.63-I 6-0 
on tlra 26tlth Aupust to Bs.58-8-0 on thc rcopcning of the market on the 8th Scpternber 
and rcached Hs.61-10-0 hy the, end of October. On tlie 8th Novcrnhcr a9 a resull 
of the customary keen demand for the precious rnetitls prior to Divali, the 
price of ready gold rcnchcd a rccord high level of Ru.72. A rcnction set in at  
this atago and during the next lour niontl~s prices fluctuated within compl~ra~ivcly 
nnrrow limits hardly rising lteyond Rs.67. In March, a sliarp upturn occurred 
in sympathy with the firmnem in silver and cornmodity markcbq and rising 
general pric:cs and stock values, and after somc irregular fluctuations tlie spot 
ratc closed for the year at  Rs.71-6-0 as compared with the closing ratc of Hs.53 
on the 31st Jlirrch last ycar. 

Sovereigns continued to be quoted at  a prcniiu~~l over gold throughout thc 
ycar. The record price of Rs.51-6-0 was toiichcd in March, representing an incrcaso 
of Rs.8-14-0 over the highest price reachcd in thc prcvious year on the 12th March 
1942. 

21. Assaying and Re$~zing of Gold.-The quantity of gold rcccivcd from the 
public: for mclting and assayiq a t  the Borilbay and Calcu~tta MinB declined during 
the year to 2,436,817 tolas and 105,969 tolas respectively from 2,985,832 and 151,108 
toIas in 1941-42. Thc quant.ity of raw gold received for refining nt the Bombay 
Mint w&q also lower at  866,668 tolas it6 ctgrainb% 954,459 tolas in 1941-4'2. 

22. Produdion of Silver.-The eutimatcd world production of silver iu 1'3113 
was lower at  248 million ouncca a~comparcd with 26G million ounces in 1041. The 
total holdings of the Unitcd States Treasury at the end 01 1942 were estimntcd 
at 3,343 million ounces of which 63-4  million were acquired during the year as 
compared with 143.8 million in 1941. Thie was by far the srnallest ~~rinilnl 
acquisition since tho inanguration of the Silver Purchase Progarr~rnc by the 
Treasury in 1934. The production of ~ilvcr in 'India for the year ended Deceml~er 
1942 amo~~nted to 22,466 ounces valued at  Ks.48,451 as compared wit11 22,9!!9 
ounces of the vall~o of Rs.41,507 in the preceding year. 



23. Price of Silver.-In the tnblc. below are given tbc higlleet, lowest and 
uverqe prices of silver in Bombay, London and New York during the five years 
enrlcd 1!341-48. 

Ytar Highest l i m e s t  

PNCE IN LOXDON 
PUS STANU ARD OITNCR 

Avernge Highest T,OWCU~ Averah- 
Ha. a. 1). d. d. d. 
GI 4 0 211 18-9/10 19-9/10 
G l i  8 9 234 18-1/10 20-13/18 

The average price of vilver during tho year was Rs.92-13-11 in Bombay, 
SDitl. in T,ondon and 403 cents in Ncw York. Tlie spread of Rs.41-4-0 between the 
highest ancl lowest prices in Bombay during tlle year uuder review snrpnsacd the 
record ~praad  01 Rs.34-8-0 in 19.11-43. 

State~nent VT ~hows the highest, lowcst and average prices of silver 
in Romhay, London and New York, and the stocks in Bombay, for each month 
31zring 1942-43. Tlie London silver 111arket remained fcntureless during the year. 
With a view to  uouucrving snpplics of t.he metal, restrictions wcre placed on eilver- 
smiths prohibiting fresh manufact~ircx nftcr the 3lst July. But for the first two 
days of the year when both the spol and forward rates ntood a t  23&d. following 
the liq~idnt~ion of some opcn bull contracis, both thc positions remained unaltered 
throughoul thc ycar a t  231d. S a l c ~  of Indian silver in London, which bod becu 
madc s i ~ ~ c r  the beginning of the war a t  rates not lower than the American acquisition 
rate for imported silver, wcrc stopped with the rise in thnt rnte on tlie Slet August, 
alrllougli officinl eales continued almoat, daily at 234d. The demnnd for industrial 
and coinage purposes was thus largely mct fro111 Britivh oficial stock.. In vicw 
of the possible deplet,ion of these stocks, i t  was a)ught t o  repleni~h them by supplies 
from the United States on a Lend-Lease basis, and n request for :3,2M,000 02s. 
w;is reportcd to  have been mnde. !l%e United Kingdom also pmpowd to purchase 
a fnrt,ller nmonnt of 1 ,7,WJ000 ozs. Iron1 Cnnnda. 

In  the United Stntes, the outatanding developments in regard to  silvt~r during 
the year were associated mainly with thn inaranuing strategic use of silver. I3xport.s 
of silver to Europe worc banned with effect from the 6th May to prevent the leakage 
of t l ~ r  nletnl to Axis c,ount.riee. The Treaanry'a buying rata which had been 
~naint~nined att 36 cruts siuce the 10th July 19:li) was raised to 48 cents on the 31at 
A I I ~ I L ~ ~  1942, 89 n result of di.lcussions between the, (;Fovernmetlb of the Unikd 
States and Ilexico, so ax to p~rmi t  the Mexican Government to levy a special 
elnergency b x  and providc larger returns to the Mexican ~i lver  industry for stirnu- 
lsting protluct,ion. The New York " Official " quotation which was ~ tendy  a t  35; 
cenb since. November 1941 consequently ndvanccd to 448 cents on the 1st Sept.em11er 
nt, which lcvel i t  contin~lecl mlchanged till the end of the year. The Treasury 
also decided or1 the 31ut August t o  lend-leue its entire ~ t o c k  of non-monotnry silver 
a rnoi~nt i~~g to 1,350 t~iillion ollnoes or 40,(MM) tom out of a total of 3,280 l~ l i l l i o~~  
ollnces. This wm followcd by the anuouncement on t8ha 15th Decemlber tLat ailver 
wonltl be ~nadc: available to the Allie~ for currency pnrposes on t8hc l~nckrst,~indin~ 
that it would be rc t~~rned after the wnr. 



Spcculutive t8rding in the I n d i a ~  silver ~liarltet was reutraiued and the 
upward tendency in prices held till about, Aug11st or1 nacount of thc availability 
ol' supplies from the Reaervc? Bank. Thc rcarly price of silver which had closvd at  
Rn.85-(i O in thc prcvioi~s year rose to Hs.87-8-0 on the 7th April and sftc~r irregilnr 
vnriations receded to Rs.75-4-0 on the 18th, bc!in:: t311c, lowest pic-c during the ycnr. 
Therealter the. price followcd n stcady upwn.rd trend, with minor tluctuatiolw lor 
thr! ilcxt four or five months ; the premium in the spot rate over the forwanl  rut^ 
which wns as high as Rs.5-8-0 in April d s o  narrowed d o m  considcmbly to 11 
anllas by August. Dnrimg t,hc pcriod of intcrnnl political disturbances upbo October 
an orgy of speculative activity clevelopeci particularly after the nuspensiotl of d e n  
11y t,hc Rcscrvc Bank from the 81h Sepknlber and the rate for spot silver rosc to 
Ra.91 by the 10th of the 1noii1h. No ope11 b w i u e ~  was t,r~nmct,ed in the mnrkat 
till Novembrr but private sales in srl~sll lots for rr:ldv rlclivcry cor~tinned a t  .qtenclily 
rising prices. T I I I I ~  spot, silver shot, up to Hs.116-8-0 on the 8111 ISo\ran~her being 
thc. highest price since May 1918 exceeding the t.heoretics1 mr.lt,in: point for silvcr 
coin of eleven-t.melfths lint~nesu by lts.7-6-0; t11c prirc rcceclcd to Rs.95-3-0 by 
the 17th Decemhar pnrtly on nccoi~nt of enconraging mar news and partly on 
rrport,s of tlie decision of the Unit.ed 8Lstes to Lend-Lease silver t,o t8hc Unitcd 
Nations to supplement tlleir ntockv for coinn~e p1lrposc.a. The undertone of the 
~uarket, however, remained stcndy owing to  a pcrsistcnt rise in upcoantry demand. 
In  January, continuetl ~pcculntion regnrding the possibility 01 Government inter- 
verlt,ion to control silver prices restrained the lipward tenck~lcy in prices which 
rc-startcrl in Fehniary. The rate tended to riqe ~,rratfunlly owing to ron~iderable 
buying by option dealers tllld tou(*l~c(l Rs.11:?-10-0 on the 1'3th hlnrch, closing after 
s reaction a t  Rs.111-G-0 on thc 3lst March. 

The atlllun! emergency wrc:hnrgc of 2 0  prr cent. on the import t.ariff levied 
in the Lrldgclt for 1942-43 mas continuerI during 1943-44. As s scsolt the duty 
on irnportt.9 of silver into India reruaincvl ;it t,l~tb c1tllrt1lc:rd rat? of R8.8-7-0 pcr 100 
tolas as colnparrd w i d  Ru.7-0-6 prc\rio~lsly in opcr~t~ion. 

24. Axcayit19 and RPfining of S1'Euer.-The yuatltity of silver rcccirctl from the 
puhlic for rnelting and assaying crl~lou~~tcd cl~~ring t.hc ycnr to  7.266,3G9 tolas in the 
Bombay Miut and 2,334,!)(i(i tolas in the C~lcntt a Mint RH c o ~ p a r e ~ l  with 17,6511,1)01 
tolay and 25 tdaw rcspectivcly in 1941-43. The tlttautity rrccivetl for refining at  
the Bornhay Mint incrcaased to 7,!)50,&33 tolas fro111 2,153,467 tolm in t.hc preceding 
yenr. 

IV. FOREIGN EXCHANGE AND EXCHANGE CONTROL 
26. Pzrrr:lravrs of Sterling and Rmni/[nnce.~.-Statement VJT shows the nct 

purcllnscs of sterling by t.11~ Rcnaerve B:LIL~C month hy month dcirin!; 1942--43. \Yllh 
an incrrnw in the iavo~iral~la halanc-c of t8mdc owing Inrgelg to n co~lsiderable tleclinc! 
in inrport.8, the Reserrc Rank alscle record i ~ r t  purcha~~rt  of sterling u~noanting to 
E91.61i'J,02:3 s t  an average raL~ of I&. 611. n x  co~nparctl with £73.31!),614 nt thr  snlne 
average ratc during 1941-42. l!rit,li the cnception of April, monthly purch:~ses 
of sterling 1)y the Ilewrvc Dank dnritig the firxt lialf of thr vwr  wrrr, 3~ uu11a1. on n 
nloderlrt,~ sc::~lc nnd were thr. lowest at  f.2.145 in Scptcn~hcr. Agnin.jt t.1le t.otn1 
p~lrchnses during t.lle first half of t,ho year nt 123.09 million. acquisitions during the 
second half aggregated SG3.58 ndlion. Agaiu the nlaxirn~un amount of quarterly 



pnrcl~ases was in thc lnst quartcr and thc highest monthly acqukition since the 
Bank stark1 itas ol~rations in 1939-36 wilr~ in March 1043 at $17.78 million. Thc 
totnl nct  mount of atcrling purchased by thc Rcwrvr. Bank from the 1st 8ephlnher 
1939 to the end of tho ycar under review aggregated f386.80 million. During the 
year the Bank sold sterling amounting to 53,958,389 at  an average rato of Ish. 5Jltl. 
nR compnrd wid) 51,093,172 a t  the same nvoragc rntc dining 194142. To thc nct 
purcliases of sterling shonld hc! added payments in sterling an~ount.ing to 5232.74 
11li1lio1l received from His fifajest,y's Govcrrment tl~~ririg 1942-43 and f428.25 nrillion 
sincc .Scptc~nher 1'339. In the t.able below arc givcn soiircca of the ~uppIy of stcrling 
and its disposal from the beginning of the mar to the end of tho year undcr review. 

h. 
c r o w  

I .  Sterling ssscta hcld by tkc Reserve Bank, Augl~Rt 1039 . . . . . . . . . .  04 

2. Gtcrling p u m h o d  by the Rrmrve Rank. 
. . . . . . . .  Scpt. 103LMnrch I9.U) 86 cmres 

April 1940-March 194 1 . . . . . . . .  76 ,, 
. . . . . . . .  April IMl-March IM'!  98 .. 

April 1942--31arch 1913 . . . . . . . .  127 ,, . . . .  387 

1. Sterling amonntn ut,ilized for roputrint,ion 8ckcmcs (upb the ond of March 1043) . . 350 

2. Other Stcrling commitments . . . . . . . . . . . . . . . . . .  181 

3. Bterling holdi~ign of the Reecmo Dank st lbc cud of Marcb 1943 . . . . . .  till 

1,022 

Tho totnl stcrling holdings of the Reserve Bank of India stood a t  Rs.611 cmrcs 
at; the end of 1942-43 coriiparctl with R8.984 crores at the end of 1941-43. 

The l31ldgct for 1342-43 estimated a net refund by the Socretay of State of 
f 164 million as ngninst f.53 million in I!)4l-42. Owing to the funding of the Railway 
Annnitim and the acquisition of Railway Dcbcnture Stocks, the xiet refunds for 
1912-43 arc cxpacted to fall somewhat short of thc forcwt. Thc roqi~ircmcnts of 
the Secretary of State nnd the High Commi4sioner for India and Burma incl~~ding 
£0.73 r~iilliou on account* of Burma utood nt £36.73 rnillion conipared with £24.96 
Inillion in 1941-42. 

26. Enhaye.-The Boml~ay rates for Tclcpaphic Transfern on London for 
each month of thc year under review are given in Statement VIU. Thc sterling 
exchange market wns atcady throughont the ye= and the sellers' quotation for ready 
Tclcgrciyhic Tranqfers for morchsnt busincw which hid risttn from lsh. 5 g d .  
on tho 25th Scptemnber 1941 to lsh. 5#d. remained unnItcrc,d at thrbt lcvcl till 
the end of the ycrrr. For ink-be& hi~uinws, however, sellcm of spot Telegrapllic 
Trsnefers on London quoted at lsh. 52id. and buyers a t  ldl. 6d. In the New 
York msrkct, thc sterling-dollar rate which was s t a t i o ~ r y  at 4.0375 ccnts since the 
7th April 194'2 slipped back on the 2nd Pebrurtry 1943 to 4.03 cents at which level 
it continned unchanged till the close of the year. 





111 order to assist, ~nelnbers of H ~ H  Majesty's POICCB aud travellers to obtuiii 
~rn~o~ltll)l(:  rllpcc rutc.s for ioreigll xlotea 1)roiught ir1t.o lndin tShc Rr~cnre  Ban]< ilndcr 
special arr;~ngrmcnts cnntinued to purc l~n~c the following currency ilotes st the r ~ t e s  
sct, o11t. 

l h n k  of E11glirld 1iott.3 . . . .  . . . . . lls.13-2-0 per f .  
U. S .  dollars . . . . . . . . . . . . lta.327 pcr 100 dollnrn 
l\Tf~xt African notes . . . . . . . . . Ks.13-2-0 per E. 
E,~zyptis,n pourlclv . . . . . . . . . . . . Ks.13-2-0 per f .  
Uevlon notes ict, + pc'r cent,. discount wit11 a ~riiniuiu~ii of w.8. 

St,. Setstlcnlenl dollarv Rs.165 per 100 dollnrs. (Only purchasecl in excepl.ionnl 
cases from Iruna jdt? cvaeucel who lefi hfalxvrr prior to its occupstion) 

29. E.rp"/ Control.-Exportss to co~~~it.rica outside the sterling area with tlle 
chsc.rptic,n of Aral,itr. Iran, Afghnnist,rrn and Tihel were in terxn.9 01 the Governrrient 
of Incl~u notiGc3tion No.l~(G5)Y.41 ol 31st bray 1941, orily prrniitt,cd provided the 
shipper mnrle a declsrlttio~l a t  the tsimc. of shipment as to the method of finance 
cn~ployccl. aiid the nn.lnc of tho bank tllrni~gli ~vhom payment Ior the good8 hrid been 
01. was to IBI? r~ceivcd. Under iik?t.n~ctio~w isrued hy the Reserve I3ank of Tndia 
shippinp: doc.umc~~ls in all cascAs had to be forwartlt-d to thc forcign importer through 
a t);t& anthorised to  deal iu ionlign rschnngc in Tndin for the realisation of proceeds. 
I n  ttddit,ion p a p e n t  fur export8 ronld otlly be mrtde by certain approved metlloda. 
These mcthods varicd nrcording to the c1:t~~ific:ttion of the irnporti~ig cou~~ t ry ,  i .r . ,  
whether it, w:ts n 12egisterecl Acco~iilt country, II Special .itr.ol~nt country, etc. 
Drclnrntions 1)y cxyortrrr a1.c maclc to t,hc C~lqt,onrs on a special form a t  the tirrie of 
shiplnenl and are forwarded by t8hc latter to the nearest ojlice 01 the Reserve l33nk 
of India. niiplicnte declarations are handed to the bank nnrrled thcrcin by shippers 
with t,hc ehipping docurnrnts. Thc fonns nrr 1.11rn certified by the 11ank and 
foru7nrded to the Rrticrvc Ba.nlc who match thonl with the originals received from 
Customs. Tlipliratc copies of the ddec,lsratioa fonm are later subnlitted to thc 
Heserve Bank by the banks when advice has b e ~ n  received frorn thc' '1r overseas 
currrspondcnts t l k t  payment for the goods has h ~ o n  mndo wit,h rlc.t.da of the amounts 
r ~ f  foreign exrl ln~ip~ reccivctl. This systcln worltcd anbisfactorily throughout the 
yc.zr. dlfhu~~gli  it wns possi1)lc for shippers to evade the regiilatiolu by shipping 
goodr :ip:liirst a dt:claration to Cristo~lis on the approved form arld t h n  despatching 
the shipping doc~mrlit~a direct to foreip hnycrs, in few instances did evasion toke 
place. Tllr caves that, occurred were detected when the duplicate copy of the form 
w s u  not, rcccivcd by the Resenre Bank Ironl tlw clesignated I~nnk within the three 
w r ~ k s  nllowed for drlivery ant1 iuinledi;tt,c nction urns tskcn to el~sure tliat the foreigrl 
cvcllnrlge value of thc g o d s  warj surrendered. The bulk of e q o r l s  from I d i a  to 
co~lnl.ric~n out,siclc tllc ~terlinz nren was financed under bank credits awl forcicn 

V " 
c.rdi:lngc pnymt-nts were regularly received within tlle stipulated periotl of .six 
roorit,trs. In n few cases the yroct!atls of good* shippc~l on consignrncnt for sale in 
the T!nit.ed Slates werc tiot rc.c:civctl within six montl~s n.q laid clown in the Reserve 
Bank regulutiona nnd extension.. of time limits were ellowed wllen reason for the 
delay rlrnrly not thc is111t of the sliippcr. 

The despttt,c,h of parcels from Iritlin to places outside the sterling area was 
s~lhjrrt  to a similar system of Export Contra1 so as ti, enrrnre that  t11e foreign cxchange 
proceed3 of the CSuod~ were rct,arncd to this country. Under Post Office regulaliorls 



no parrcl \\-as acccpted for transluission anlass accompsnied by a certific.atc lrorrl an 
autllnrised d(!;tlcr in foreign exrl~angc l o  t.lrc clTcct that tllc! vnlric of thc parf.al was 
helow Hu.3,  and l~ad  no cxchangc value or that arr;lngcm,arits had henn 111a(Ie for tl~t: 
rcturn to Tndin of thc foreign cxchanpn proceeds. Thcse ccrt.ilicatfis merc? forwardcd 
by the: Post C)il'icc. to tlle Rcscrve Di~nk of Tndis nho also rcccivcd t8he corresponding 
duplicntc coyitas from thc banks. Whcn foreigli cxchsnge proceeds of the goods 
WRTC received the bank advised the Reserve Bank on a triplicate forrn. Consiclcrable 
ql~antilies of pearI~ and scnrni-precions stones mcro daspntchd froin Indis Lo t,hc 
New Ynrk niarkct durina thc coursp of the ycar and thhrosgll this system of parcel 
cerLificaks an : ~ ~ ~ r e c i a b l c  amount of L.S. dollar exchange ivus realiucd. 

For shiplne~itfi to  Chu~a, a speoinl arr;mgc.mcnt W;LS introduced. IJndcr this 
thc cxportcr's dcc111mtion form to C l ~ s t o ~ ~ ~ v  h i d  t,o bt: co~iiit,ersipcd I).y :L hank to the 
cflcct thnt pnyrrlcnt had nctually hccn rec:civccl from  chin;^ through the ~nndium 
01 an R D D I O V ~ ~  bank or thnt a11 irrcvo~it~~lc letter of credit had been oucued beforc. * 
export was i~llo~ccd. Thc cuport of goods for stlc on comignmeut was not pcrmittcd. 
Thc reaaon for this wrrs that tl\c Chinasc Stabilisntioli Bonrd vuly grant irnport liocnces 
for goods for which they havc ~tllottcit foreign c!xchnngc. The cart,ificatc fro111 ii 
bank in Indin that a crcclit hitcl bceri opcncd or that payment had bcen rcccivcd 
lrleant that thc Stabilisation Board had a.Uoltr,cl oxchangc and it folluwc?d that thc 
i111port of tho goo& into Chinn would bc pcrmittcd. The, .system estiihlish~(t was 
thcrcfore dvantagcons both to India and to Ckina ~ l s  in the case of thc forrricr it 
cnsuretl that foreign excl~ange woi~ld be rcccived in poynicnt for its exports while 
in the cnsc of tha latter it mcn~it that the ava-ilablt: air  tramport could not bc. ntilistxl 
for consignnlc!nts of unesvcutial goodij as thc export of goods un1itx:nscd by the Board 
would bc automatically prohibited 1)y lnclia. 

30. illelhods of Export E'iwn~trx?.-Thrcc gra l~hmrc  givcn on page8 ','!)a anci 2% 
showing the dificrcnt methods used to finanoc cxports to countries outuidc the 
sterling to which the Hcscrve Balllc of India Export Control applies, froln 
April 1041 to  March 1943. Tho p p h s  rcyrcscnt the pcrcentltgc of thc tala1 cxports 
financcd by tht? diflerent methocls &own. -4s these are perccntagt! grap11u t,hcy arc. 
not directly ~tffectcd by tohe volume. of cxrporh whic,h varicd considcrat)ly tliroi~gh 
the yeilr owing to the closure for a certain period of Calcutta tcnd Jladras purts on 
account of encrny action. 

G'rayi~ 1- -This covcrs exports to t,bc U~lited States :~ndih clcpendencics and Switznr- 
la.tid. As exports to Swihzcrlanti a t  thc prcscrit timc are p r ~ c t i ~ a l l y  norl-cxi~tont this 
graph really rcpre~cnt~s shiprncnts to thcUnilod S t ~ t c s  only. Thc proportion of goods 
finn.nced dircct through bills drawn in U. S. cLollars cornpard to those finsncecl in 
rupees or by ~tcrlbig bills on Louclon rclnai~l ;~pproxiniately the same as in 
tjhe previous year. The sharp fa11 i11 Lhc pcrccl~htgc of U.8, dollar bills and lhr! rise 
in sterling bill5 in September clue t.o proportionatcly large shipments of tea which 
are rnainly financed by bills on London drawn unclcr sterling credits. 

Graph 2-This covcrs b;hipmcnts to countries with wlloni Spccial Pa.ymcnt 
Agreements have bcer~ concluticd, Canncla, and Newfoundland. Tridc with the 
former is almost entirely finar~ccd Ly sterling bills on London though ooca.;ioaally 
sterling bills arc drawn on the countiy of dcsti~lation (ni~t~hocl 4 )  presc:ribing for 
paynlent to be nladc in sterling from a Spacial .LiccounL. Exports financccl in rllpce~ 
(mothod 2) comprise shipnienta to Portouguae East Africa from Ldin  financcd in 
rupees provided through the accoullts in Indis of branches of bauks in Portngume 



East Africa and certain tea shipments to Canadn financed in rupee Lillu. The risc 
towards the elid of the year in bills drawn in sterling on London was mainly due to 
increased jute shipmcnts to South Aniericn financed by this method. 

Graph %The variationn between methoda 1 and 3 in this graph aro mainly due to 
variations frorr~ month to month in the proportion of sliip~~lents mado to tho Ullited 
Staka which are mainly hltncod in U.S. dollltm and to South American countries 
which are financed ttrltircly in sterling. 

31. Freezing Orders.- At the beginning of 1942 thc Government of India issued 
a strics of notifications lindcr the Deience of India Rule 92C freezing thc accounts of 
pcrsons and fiilnv resident in the lollowirig te~it~orics which had been occupicd by the 
Japanese- 

1. Hongkong, 
2. Malays, 
3. British possessions in Borneo and 
4. Net.l,erlnncls Ea.st Inrlien. 

No transactiona were sllo~vcd on any such accounts except with the prior approval 
of the Hcserve Bank of Tnclia. The Reserve Rank permitted the payment of cheques 
which had been cbawvn and were in the possession 01 holders for valno in India prior 
to the issuc of the frcozing orders. Permission was also given for payment of pre- 
zero cheqiica which reaolietl India after the date of thc frcozing order provided the 
Reserve Bank of India was sathfisd there was no question of any payment to cnomy 
or onemy sources invol\*cd. Normal credits in respect of interest on sccurities, rents 
or debt.¶ due ti) persons resident in territories coveretl by the frcczing orders were 
allowed and similarly debits for st.anding charges such as insurance premiums, 
support of relatives, ~ilbscriptiona, etc., were also permittad. Otherwise all trans- 
nct,ions Here prohibited. Badm were rcquirod to make rt quarterly return to the 
Heserve Bank of India of frozen ncxounts held in their books, with details of trans- 
actions that had been permitted during the quarter. Thc objcct of them freezing 
orders was to prevent the encmy obtaining funds in Indin or any foreign exchange 
throngh the medium of chcqucs which had heen drawn on their accounts in India 
by reuic1ent.s in enemy occupied territories either under durew or with the object of 
obtaining local currency. 

32. G1rina.-A frcczing order had h e n  issued covering thc accounts of all 
persons resident in China on the 30th July 1941 and this continued in force during 
the past, ycnr. The object of tho beezing order wns originally to assist tho Chinese 
Govcnmment hl the cont,rol of the foreign cxchange assets and tramactions of their 
own nationals in sterling area currencies. In that respect it was different from t l t  
freezing orders latcr issued to control the accounts in Indi:~ of rcsidenb in Hongkong 
and Malaya as these were ilcsjgncd to prevent the erlcnry obtaining control of rnpee 
funds of British and Indian residents there. flowevar on the outbreak of war with 
Jnpsn and the wizure by that country of the foreign sett1e1llent.s in Shanghai thc 
accounta of r ~ i d e n t ~ s  in parts of China under Jayanew occupation were placed in the 
rranle cntegory as those in other enemy occupicd territories. The amtunts of persons 
in Free China remained frozen but t.hc freczing order w u  administered in respect of 
these accounts with the original objective of ttsinting China to coneerve her foreign 
exchange. 







The mangcmcnt made with China for the oxtornnl control of oxchange was 
that all paymcnts due to China and due by Clii~la were to be mndc througll the 
mcdil~m of the awounte of certain approvcd bnnks. Originally these banka consisted 
of the four official Chincsc Government banks- 

1. Bank of Ohina, 

2. Farmera Bank of China, 

3. Central Bank of China and 

4. Bank of Oommunic~tions, 

and tho bnnka of the United Netiom opcmtiq in China. Alter the outbreak of the 
Japaneae war tho branchee of all banka in Occl~picd China were frozen and they 
ceased ta be regarded as ~pprovcd banks. The approved banka worn then reduced 
to the offices of the four Chinese barb eitnntctl in Free China and the Hongkong 
and Shanghai Banking Oorporation and the Chartcrcd Bank of India, AuBtralia 8nd 
Chinn who opened branch officce in Chungking during tho ycar. Trnmfers to and 
from thc nccounta of approved Chinow banks were only allowed in nccodance with 
the arrangcmcnts applicable to the nccounts of Spcial Account countries, LC., thc 
rupee funds of tho bankn werc evnilable for pnymonta to reeiclente in the sterling 
nrctr or to otllcr approvcd Chinese banka and payments to thc nccounte werc limited 
to ~pprovcd paymenta by rwidcnts in thc sterling tirca. Transfore bctwccn frozon 
Cllineso accounte arid those of approved banks wcrc not pennittd. 

The ~cconnts of the Chinese Nationnl Government and of all Clhincsa 
Covcrnment organiaatiom wcrc specially exempted from thc frccxing order and were 
heated as ordinnry non-resident accounts. 

Tllc eale of forcign exchange in Chinn wm controlled by the Chinese 
Stabili~ation Bosrd with tho exception of Government transrrctione srld remittame 
from ahinn through the medium of approved banks coulcl only bo mnde with the 
aanction of the B o d .  I n  order to assist tho Boad in obtaining control of all foroign 
cxchnw due to Chineso residents n Customs Odcr wau isqud in India prohibiting 
the clenranw of any goods irnportcci from China unlcss s certificate fro111 a bank was 
furllislled that paplent for the goode had bocn or would 1~ made to tho accolint of 
Rn approved Clintxe bank. During the year the Stnhili.ation Bosrd permitted the 
mle of R mudcnite amount of rllpco oxchange for private imports into China but the 
bulk of the trado that took place betwccn Indin and China was on Covcrnrncnt 
nccount representing purchasca by the official Chincsc Government organisations in 
India. Imports from Chinn ware confined to purchasoa by British and American 
official organisations of silk, bristla, tin and tugston which wcm brought into India 
by air. Therc wm a largo incroaso in thc Chine, population in Indin during the 
pcnr owing to the arrival of evacueoe from Burma and Malaya and the Chinese banks 
found it newwry to opon sovornl branches in India to deal with official Government 
business and to meet the needs of thcir nationals. Attempts were m d c  to opt1 
trndc routes through Tihct nnd S i i s n g '  a8 an dtcrnntivc: to the o v e m r k d  air 
transport system and stops had to bc t8nken to ece that tho Roscrvc Bonk re,plationa 
rcgadhg exportu to Cl~ina were applicd to corluiprnants by these routcs n9 well ;he 
by tho r e p h  air eervicc. 



33. Non-Re&dmt Accounts.-Under the old systom governing thc conduct 
of opcrations of non-resiclent accounts credits could only be ~nadc with the prior 
approval of thc Rcscrve Bank but tichits provided they werc to ~ccouuts of persons 
resident in the snmc country or to pcrsonq in the stctrling arm were allowed without 
restriction. It was found that this led to a ccrtain leakage of forcign exchange as 
non-resident's who mere not pc!nnitted to transfer funds out..sidc the sterling arm were 
drawing cl~cqncs nnd d i n g  them to persocolu in tllcir country of rc?sidcnco who had 
pnymc~its to makc in India. A new flystern was therclore, edablinhcd whert!by no 
clebits were to be mado to non-rcsidcnt accounts without the prior approvid of the 
Reserve. Bank of India. Spccial arrangements werc mado with bauks to  allow rc,dar 
paynicnts for approvcd objects to be effec+d without special reference and permiasion 
was nlso givcn for the crediting of dividends or intorcst. In vicm of the lack of 
banking facilities availal)lt? in Iran, Afghanistan and Saudi Arabia for the financo of 
tradc operations, thc snrnc restrictions were not imposed on operations on the 
accounts of rcsidcnts in these countries and credits and debits to such accounts were 
allowed under certain conditions without special approval from the Reservc Bank of 
I n d i  in mch crrsc. 

34. import Con4rol.-Under the system estallished in co-operation with the 
Govcrnmont of India the Reservc Bank only permits t.ho salo of foreign exchango in 
payment of imports from ou~taidc the sterling arca provided the importor is 
in possession of an import liccncc cert.ifying that hc is nnthorised to purchaso foreign 
exchange. As foreign exchange is aiito~natically granted to inlporters holding 
Exchtrngo Colltrol copies of import liccnccs i t  follows that the amount of foreign 
cxchangc allocated again& imports is determined by thc Commerce Department 
of the Government of India through the iaue of import licences by the Chicf Controller 
of Imports and the Import Trade Controllers and not by the Rescrve Bank of India. 
Thc dutics of the latter are confined to sooing that arnounts in excess of those stated 
in licences are not; remitted against import8 and that all remittances in payment of 
imports are covered by Exchange Control copias of import licences. Although the 
bais  of the iml~ort licensing system w a ~  the availability of forcign exchange ant1 the 
freedom with which licences were grantcd for imports from different countries vnricd 
wit.h thc supplics of the pmticular currcncy the deterioration in the shipping situation 
nftcr the entry of Japan into tho war made the supply of shipping apace an overriding 
consideration in the isauc of licences. 

During the c o m c  of the year there waa a steady fall in the amount of U.8. 
dollars providcd in payment of imports. This wau partly due to a reduction in the 
volumc of goods imported for civilian comuxnption but was mainly due to imports 
such as oil, machinery, steel, etc., which formorly required large dollar disbummcnt~, 
coming forward nndcr lend-Ieam procdnrc. For goods which have been supplied 
by tlre Unitcd States under lend-lcasc, imporlcrs in India merely pay tho Govern- 
ment of India direct in rupees on arrival in thie country and no transaction in loreign 
cxchangc takes place. 

35. Frusl7aled Cargoes.-Another rosult of the occ~ipntion of the East Indies 
by the Japanese wns the arrival in India of cargoes from the Unitcd States and other 
foreign countries destined originally lor Hongkong, Malaya and Dutch Emt Indics. 
111 cases where the gomls mcre in the ownership of pemons or banks resident in enomy 
occupied territories payment for tho cargoes when wld in M a  was made to frozen 



acco~znts hl the names of the owners. In cases of shipments from tho United 
States where tho ownemhip of tho gooda still rcmnined in the hands of tho 
American bank or merchant, remittance of U.S. dollars was pcrrnittcd but 
where prryment for thc gooda had dredy bcen m d e  ont of thc rcaources of t . 1 1 ~  
sterlirig area by dircct rcmitls~lr:c!s from hlalayn and Rongkong or mlder let.tnrs 
of crcdit opcl~cd by banks therc, thc procmtls of distrcsaed cargoes wcro crcditcd 
to thc rupee accoonts of thc banh it1 hfalayn or Hongliorq in whom tho ownership 
of tho goods restcd. 

V. PUBLIC FINANCE 

36. Gc11era2.-The h n c e s  of tho Central Govemmcnt during the yc.r 
continued to be iuoreaaingly dominated by the hmvy defence expenditure undcr 
revenue as wcll as capital heads and larger expenditure on civil ucrvices incidental 
to the war. There wero resultant incrcnscq in 110th direot and indirect taxation, 
particularly in the l a t h  and thc dcficit to be covered by borrowings was thc l.lrgwt 
so far. Thmo were comidcrablc ,dclit.ions to both thc floating mrl t l~c  pcrmnnent 
nlpee debt of t l ~ c  country partly owing to tho filrt'ller repatriation of the sttsrling 
debt. With tho practical extinction of this debt and thc nocu~n~~lstion of largo 
sterling balances whic11 pro1)nbly more than offsct t,hc privatc British invcstnleuts 
in India, Inciin ha.. within a bricf perid conlpleted the tmrwition from a debtor 
to u crcditor country. 

37. Finunce Accounts, 1941-42.-Tho year closed with rovenue at  Rs.134-57 
crorcs nnd expenditurn a t  Ite.147.26 crores, showing increases of IGa.4-95 crores 
and Rs.37 1W rtspectivcly as compared with thc reviaed estimatee. The reviaed 
deficit of Rs.17.37 crorcs accordbqly de~lincd to Rs.12.69 crorce, and n net addition 
to dcht of Hs.9.69 crores ra~liltcd after making allowance for tho usual annual 
provision of Rs.3 crorev for tho reduction of debt. The improvement in revenue 
receipts WU fairly widely distributed ovcr various heada such ns Customs (Ru.1,89 
lakhs), Ccntral Excise duties (Rs.85 Iakhs), Income Tax (Rs.G3 lakhs), Railways' 
contributioll (Rs.l,06 Inkhs) and Posh and Tclc,graphs (Rs.22 I d s ) .  The totit1 
increm of Rs.37 l d h ~  in eqenciiture o c c m d  rrs a result of a risc of Ks.l.48 croros 
undcr dcfcnce counterbalanced by savings sggregatirq Ru.1-11 crorea under civil 
estimates. Tax revenue sirrco 1938-39 increawd by Rs.23-53 crorea from Rs.72-34 
crorea during that ycar t o  Its.95.87 crorea in 1941-42. On the other hand defence 
expentliturc during the period rose by Rs.57.76 crores from Rs.46-18 to lb.103.113 
crorcs. Additions to debt during the three yeam sincc 1939-44 on acco~~nt of thc 
budgctnry deficits urnountcd to Hs.19 -22 crorcs. 

38. Revised Esti?&, 1942-43.-'Ilhc revised estimatea for tho year placed 
rcccipts and expenditure on rcvonue account at Rs.178.76 crores and Rs.273-42 
crores respectively compared with the budgct estimates of Rs.lBB crorev and 



Rs.187.06 crores. The improvement of Rfl.26-76 crorcs in rovenuc was much more 
than nentralhed by an increase of Rs.86.3G crores in expenditure resulting in a 
revcnuo doficit of Fb.94.66 crores against t h ~  budgeted Ra.36.07 crores. The 
increase in receipts (uide table in tho following parngraph) was accounted for by 
a r i e  of Rs.6.26 crores (from Rs.42 to Hs.48.26 crores) under Incomc Tax, and 
Rs.7.75 crorce (frorn Rq.21-99 to Rs.29.74 crores) under Oorporation Tax, Hs.2.20 
crorea under Currency and Mint, Rs.1-GO crorcs under Salt and Ra.1-35 crores 
undcr Posts and Telegraphs. The contribution to general revenues by Railways 
romaincd undtcrcd a t  Re.20.13 cr0re.A. Total collectione under Excess Profits 
Tax increased by Rs.7 crorcs to lZs.26 crorea. The relatively large increase under 
Currency and f i t  accrued mainly on nccount of a rim in the aurplue profib of 
the Remrvo Bank to Hs.3.24 crores from Rs.2-47 crorcs and also through a higher 
credit to revenue out of the profits from mintage of  mall coin. The only h o d  of 
revenno which ahowcd a decline w a ~  Custom, the receipts from which are placed 
at Hs.31 crores against the original estimato of Rs.36-36 crorc8 in conwqncncc 
of a further decline in irnpork. On tho expenditure aide, there was n conaidernblc 
incronsc undcr civil cstirnntcs from Rs.54.06 crores to Rs.88.67 crores as a result 
of higher provision for civil defence, air raid procautions and rofngccx horn Burma. 
The defence expenditure on revenue account was placed at Rs.189.75 crores ngainat 
thc origirlal prohion of Rs.133 crores. Including Rs.49-14 crores on capital 
ncco~mt, tho to td  dcfcncc cxpnditurc during the year would amount to Rs.238.89 
crorea. Tho hngo risc in dcfonco oxpnditurc is mainly nccountcd for by a rise 
under India's War Memurea, inclucling joint mnr mcmurce, from Rs.81.30 croroR 
to Rs.135-96 crorea, necessitated by the large expansion in all the three arms of 
the defoncc sorviccs, oriz., thc Army, Navy nud Air Force. Untler this head allowance 
is made for recsipta amounting to Rs.7.50 crorcs on account of Lcnd-Lon~o sllpplics 
utilised by the public, Provincial Governments, Railways and the Posts and Telegrnph 
Department. During tho yonr ncw problem arosc r e g m h g  the appropriatn 
allocation of expenditure under the new conditions of thc enormous incrcnao in tho 
Supply Department's activities and the development of lteciprocal L e n d - h s e  follow- 
ing the arrival of the United Strrtea Air Forcee in Indin aa well aa the allocation of 
the capitnl cxpcnditurc on supply mcmures under the t e r m  of the e x i d i q  Financial 
Settlement bctwccn tho United Kingdom and India, anrl a rcvision of thc Pinnncinl 
Scttlement was proposed by IIis Mnjesty's Government. As a rosu~lt of the discus- 
sions on the subject wIlicll took place in Lolldon between IIia Majesty's Government 
nnd tho Indian Financo Mcmbcr, howovcr, it was decided to wljuvt all ont~t~riding 
questions within the framework of the existing Scttlcmont. hs regards tho capitnl 
expenditure on supply measures h n c e d  in tho liret instance by His Majaty'e 
Govcmmont, i t  is propowd that India 8hould provide one half tho capital cost 
and sl~oulcl then own all the asseta already created or to be created. Similarly 
pending the determination of the ~llaxinium Air Forces necemary to Iudia's 
defence, half of the total eati~nated capital aud recurrhlg costa in regard to 
tho various whcmce of cxpannion of thc Air Force, iu India ie to bo mct by 
the country. The total capital cost thus dctermincd and to be debited to 
India amounts to Hs.49.14 crores. 

39. Budget Rstimaks, 1943-44.-!I!hc following tnblc compms the budget 
eathatea of revenue ancl expendiluro with the revised nnd budget estimates for 
1942-43 ard the accounts of 1041-412, g ive  an a~ulysis 01 defence expenditure 



on both revenue and cnpital account and shows the recoverable war expenditure 
from tho British Government. 

(In crororr of rupcea) 

1 W1-12 1942-43 1943-44 

Particulate Accouuts Bodgot R o v k d  Budgt  
Etiti~usltcs E~lLiluuk% EsLilnutLs 

. . . . . . . . . . . .  Revenue 1x1 .67 IfiS~OU 178.70 2111.40 
Tax mvc~~uc  . . . . . . . .  05.87 112.32 121.14 154.28 

. . . . . . . . . .  E.pcnditurs 147.20 187.00 273.42 250.60 . . . . . . . .  (rr) Civil Estimates 43 a33 M.OU 83.07 76.78 
(b) Dcfence Yxpeuditorc . . . . . .  103.93 135.00 189.76 182.81 

( I )  Il~~nic Nonunl Hndgnt . . . .  30 . 77 33.77 36.77 36.77 
(2) Hiw in pr im . . . . . .  4 -39 0.b2 8.61 10.6'2 
I J )  War MR~HII~HII (N<*t) . . . .  5 4 . 4 1  81.30 135.96 127.01 
(4) Non-effective chargcs (Ncl) . . 8.33 8.41 11.41 n.41 

. . . . . .  Drficitoarevenueeccount 12.60 35-07 94.60 40-19 
.... twa on Gpital Account . . . . . .  

"fence C.RaL 49.14 18-86 
(1) r Force-Aeroclromen .... .... 18.37 2-62 
(2) Capita! outlay ou ludusirial E: 

pbn81on . . . . . . . . . . . .  .... 1Y.M) 4 .OO 
(3) Rmiprooal Aid-Acrodronrca . . . . . .  .... 12.75 2.R5 

. . . . . .  (4) Muw couatrt~ction for the R.I.N. .... 1 . 7 2  3.28 
(6) GipiLd outluy on Tolo-communica- .... t.ion wlwme .... 1.30 4.20 

Recoverable War Expendit& ftbhr tho 
.... Britirh Government . . . . . . . .  Ir94.(W 337.00 346.00 

T b  budget estimate8 placcd thc total cx~~cnrlitnrc. nt Rs.259.69 crorccl nnd 
thc totnl rcccipts a t  h.199-30 crores on the basis of existing taxation, the prospcclive 
deficit of Ba.60.29 crorea being iutencled to ba met to the extent of Re.20.10 crores 
by ddit iond cFircct unii indircct taxation and tho rcst by borrowing. 

It will be noticed that the budget eatirnate~ of defence expc!n&ture on revenue 
account are plw:d lvwcr at R8.182.81 crorcs than tho rovisod c~tunatcs a t  Rs.189.78 
crorcs in 1942-43. Tho item of India's War Measures under which the principal 
reduction in defence expenditure occurs, allows for a heavier roceipt of Rs.16 crores 
on account of Lend-Lease supplies. The aggregate defenu expenditure from 
1933-40 to 1943-44 (Ludgst) srnour~ttl to Bs.Tj99.64 crorce ou rcvcnuc wount ,  
and R8.665.63 crorcs in all, i.e., including m expenditure of Rs.65.99 crorw on 
capital account. 

The vnriatiom in thc important bcnds of rovcnuc are indicated below :- 
(In c r o w  of rupce) 

Incm80 (-1.) 
1941-42 104243 31343-44 Dwrwsc (-) i r ~  

Heode of hvcnuo  Acoou~lts Burlgct v Budgot 1043-44 ovor 
rcviticd rvtin~lrtev 

for 11142-43 

CueLom.. . . . . . . . .  37.8'3 35.36 31.00 30.00 - 1-00 
Centnl Excim Dutiea . . . . . .  13.15 12.66 12.88 26.43 +12.7.1 
CorponrtionTsx . . . . . .  1 l . N  21.W 20.74 42.80 +13.W~ 

(Excees Profits Tax) . . . .  (7.02) (16.00) (22.40) (83.80) (+ 11-40) 
Taxtm on Income other thanCorprn- 
tion Tax . . . . . .  32.40 42-00 48.28 69.20 -t 10.01 . . . .  (~xccsel%lits~ax) (1.67) (~1.40) (3 .~3)  (6-20) (+2 .00)  
Currency and Mint . . 3.40 3.2f1 6.411 6.13 - 0-33 

(Profits of the &no ~ s n k )  . . (2.45) (2.47) (3.84) (3.24) (I 0.00) 
Railwap' Contribution . . . .  30.17 20.18 20.13 27.10 + 0.07 
Poete and Telcgrapbe . . . . . .  3.41 4.23 6-68 8.30 + 2-76 



The following table giving the proportion of total taxes on incomo to tho 
total tax rcvenuo brings out the striking h c r w e  in relativc rclilmca on direct 
taxation during tlt: war :- 

Total Tax Revenue Tots1 Tavcs on Inoomo Pemmhge of (2) 
(1) (2) (1) 

Rs. croree Ke. ororee 

1'3N-41 . . . . . . . .  73*(5B 

1041-42 . . . . . . . .  193.26 

1042-43 (Budgct) . . . . . .  130.60 

104213 (Revifl~l) . . . .  132.04 

104344 (Budgct) . . . . . .  1GE.36 

Thc rcviscd cstimatc of receipts from Incomo Tax and Corporation Tax for 
1942-43 L Rs.78 crores as compared with the budget cstimatc of Rg.63-99 crorcs, nnd 
tho roceipta for 1943-44 arc cstimatcd at Rs.102 crorcs. The Ilcrease is accounted 
for by thc highcr cstirnate of collections of Excess l'rofits Tax wlich are p l m d  at  
Rs.40 crorcs as cornpaxed with the revised estimate of Rs.'16 crorcs for 1'34'2-45, 
and by the increases in the rntclr of Incomc Tax, Supor Tax nncl Corporation Tax. 
The uieasurm for additional dircct taxation, which are expected to yield an e&a 
revanuo of Rs.7 crores, include (a) an increase in the central eurc;liarge on Income 
Tax from 9 pies to 10 pies in thc rupcc ou thc slab of incomo bctweon R8.6,000 
to Hs.10,000, from 14 to 16 pies in the rupee on the next slab up to Rs.16,000 and 
from 15 to 20 pies in the rupee 011 incomes J)0veTls.15,000, the effect of thcw changce 
being to impose a ~urcllargc nrno~inting uniformly to G68 per cent. over the existing 
basic rates of tax; (b) a uniform increase of 4 a m  in the surcharge on Super Tax on 
slabs of income between IZe.25,000 and Ile.3& I& ; (c) an increaac in tho Corpora- 
tion Tax from l# to 2 nnnoa in tho nlpcc. As thc limits of possible increase in 
direct taxatiou nrc approached, an increase in indirect taxation particularly through 
selective cxcisc taxes is made. The indirect taxation Ineaaures erttimated to bring 
in an additional revenue of Rs.13.10 crorw are (1) a central excisc duty on tobacco 
ranging from 1 anna to Rs.1-2-0 on ovc.ry Ib. in thc case of wlrnanufact~uecl tobacco 
nnd 2 nnnns to Bs.6 per hundred rupees in the caae of manufactured tobacco, 
cxpcctcd to yield Rs.lO.50 crorcs ; (2) a new cxcisc duty on tho vcgetablo fat 
h o w n  as V a w p d i ,  wtimatod to bring nn additional R8.1.40 crores a t  Hs.7 per 
owt., but reduced uliclor the Finance Act of March 1043 to Rs.5 per cwt. ; (3) incrcnscs 
in postal and telephone ratcs : (a) in inland lettcr rate for cach tola after the first 
tola from 4 nnna to 1 annrr; ( b )  in inland parcel rate for tho first forty tolns from kr.4 
to h . 6  and (c) in the existing surcharge on the telepllone rentals from i t h  to 3rd) tho 
total prowech fro111 the in~reasetl cllarge~ under thcac heah bcing p l a d  at Rs.1-20 
crorcs. The contribution from Railwrtys to gcncral rcvcnuca in pursuance of the 
rcviscd arraugcmcnts (vide paragraph 40) is errpected to be higher at Rs.27.10 croree. 
Thc IJgl~cr rcceipts under Posts and Telegraphs are expected mainly t.m ts rcsult of 
tho taking over by Cforcrnn~cnt of the systcnls bclo~lging to tcIcphone companies 
at Bombay, Cnlcutta and Dlaclras, which would yield Bs.1 13 crores. The total cost 
of t11c Tclc-co~imunications Development echernc k~ cstimatcd a t  Rs.16-24 croros of 
which Hs.G.87 crorcs has been provided for in the capital propansme for 1943-44, 
the War Dopartment contributi~qj Rs.5.5 crores. 



40. Rui lwy  Budgel.-The folllowing tshlc gives the buclget estiinatcs of 
Stato-ownod Railwuye together with the financial resulk of thc previous two years. 

(In croree of rupcca) 

1011-42 1942-43 1M3-1.1 
Rcviscd Bodgcat 

Accuul~b Builpt extimaton mLiruates 

Recsiplr and Erpenditurc 

Crow trafic rcceiptn . . . . . .  135.17 130.27 l.i$)-25 160.00 

. . . . . .  Total working expnnae~ i 9 . 55  75.G3 86.52 88.14 

. . . .  B. Nct rnisdhuoous tecoiptq 0.90 1-66 1-71 2.17 

Net revonuo (B+D) . . . . . .  56.62 5G-30 GI -44 64.03 

Iotcmt charges . . . . . . . .  28.44 28.35 BR-16 27-99 

Surplus . . . . . . . . . .  28-08 27.0G 36-28 38.M 

Contribution to &~icral Rcvcu~ice . . 20.17 20.13 20.13 27.10 

.... Contribution to lWlaay Reaervo Fund . . .... 0 -07 8-94 

kpnymcnt of the loam from tho Dcpro- 
ciation Fuud . . . . . . . .  

Total expenditure chargal to Co[>ital ... 0.81 28.W 16.61 13-00 

Total oxpcnditnrc charged to Dcprrcin- 
tion Fuud.. . . . . . . . .  5.36 7-00 6.01 11-00 

Gpitnl at charge at the end of the yeat 754.73 781 s . 1 8  770.24 783.24 

Depreciation Rererve Fnnd . . . .  30.00 61 a 2 4  61.84 82.10 

Net accretion8 during the year . . . .  7.33 5-08 7-97 1-84 

Closiqbnlance . . . . . . . .  51.&lf 64.743 82.107[ 81.03 

Includcs 6.30 crorcs t,aasferred from tilo Railway IZcwrvc Fund 

t Including a temporary loan of Rs. 7.01 crorce repaid 
$ ,, p t  PS r ,  7.82 ,, ,, 
n ,. .. ,, ,, 22.3s ,, ,. 

The continued improvcmc~it in goo& and passenger traffic since tho mar has 
led to u utcttdy increase in railway earnings with larger cootri1)utiomi to general 
revenues and to rr ~ t r c ~ t l l e n i n g  of the Rdways' rcscrvc position. Thc rcviscd 
estimates ol total trafic receipts for 1'342-43 are lliglier than the budgot estimates 
by Rn.18.98 crores, the iinprovement resulting, partly from the withclrawal of 
reduced conmsion a~icZ special rates and fsrcs. Of tllc not narplm mlouuting 
to Rs.3G.28 crorcs for 1943-43 the general rovenlies will rcccivc thc budgctcd contri- 
bution of Rs.20-13 crores, or RuA.56 crores over and above the Railways' aggregnte 
liability to general rcvcnuas of Hs.17-77 crorcs and Rs.16-08 crores will be paid 
towards tho ouktanding liability to tho Depreciation Fund, thc balancc of Rs.7 
laklis only going to the Hailwny R.cscrvc. 

No addition8 to farm and freights for 1943-44 have bcen madc. The 
nct surplus for tho year is estimated at Rs.36.04 crores of which the strategic 
lines are oxpcctcd to contribute, for the &st timo in tho history of t.he railwaytc, 



a profit of Ra.29 lakhe ; of the mthatod surplus the gencral rcvenues receive Re.27.10 
croretl accorchg to a ncw arrangement in eupcmossion of the 1924 Convention 
and Rs.8.34 crorca will be transferred to tho Railway Reserve. 

The Convention of 1924 separating Railway finance from the gcnerrrl budget 
was intended to frco the latter from thc fluctuations of unevcn railway earnings 
and a t  the same time to enablc the railways to w r y  on a continuous policy b e d  
on thc necessity of making a definite return to general revenuea. I n  actnnl oporetion 
thc Convention was founcl to be inela8tic and failed in certain important respucta. 
In lean years tho milways had to raid their own reaervcs to pay the fixed contribu- 
tion, wllilo in the period of wartime boom the Convcntion mad0 it n e w u r y  to 
iutrducc a moratoriu~n from t h e  to time in ordor to secure an extra ahare of tho 
railway surplus for tho general revenuca of the Stab. TLe Conhontion had the 
offect of shifting the incidence of cconomic instability from the general to railway 
revenues without by any mcam reclucing its extcnt or the general magnitude of the 
problem prewnkd by the fluctuating railway receipta in rclation to the aggregata 
financial position. The Central Awmbly therefore adoptcd on the 2nd March lC34;1 
a remlution propoeed by Qovornment reco~icncling certain changes nrr an interim 
wartime arrangement in the Convention of 1924, to the effect that from the 1st April 
1943 so muoli of the Uonvention as provide for the contribution and allocation 
of surpluees to general revenucv ehould cease to be in force ; for thc year 1943-44, 
the surplus on commercial lines should be utiliwd to repay any outatanding loan 
taken from the Depreciation h d  and tborcafter be divided botween the general 
revenuea and the Railway reservos in the proportion of three to one, tho loss, 
if any, on strategic liuee being rccovored fr01.n general rcvenues ; and for subsequent 
yeare and until a new Convcntion was adoptcd by the h x n b l y  the allocation of 
the surplnees on commercial l iua betwcon the Railway roBcrvw and gcncral 
revenuea should be decided each ycar on a corniderntion of the nee& of the hilwaye 
and gcnoral revenuea. 

41. Prhncial Budp%.--Statement M shows mceipts and expenditure on 
revenuc account of the Provincca for the years 1941-42,1942-43 and 1943-44. m e  
combined reeulte for all Provinces are smnrrrised below :- 

(In l a b  of rupees) 

Budgct Revifled Buget 
Accountn Eatimat. Eatimalcs Entimatca 
1941-42 1042.43 1943-44 

Total daficiDa . . . . . . . . 30 1,30 2,61 1,80 

Total not uurplwe (+) or dcficits (-) +3,93 -52 - 1.04 -60 

As a rosult mainly of incrcaacd receipts under tho provincial ellare of Income 
Tax, land revenue, exciix and forests, the cornbincd provincial accounts for 1941-42 
clisclosed a co~npratively large rrurplue of Rs.3,93 lakb against the anticipated 
Ee.42 lakh~. Most of the Provincos shared in thc improved reaulta, Bombay, 
Madraa and tho Punjab had substantial surplueca of Rs.1,61, h.88 and Rs.64 Idhe  
raspectively, whilo Bongal's actual deficit was only Rs.66 lakhs against the mtimated 



Re.1,03 l a b .  Rising agricultural pricea and coneequent improvement in the 
purchaaixq power of tliu ryot, larger war orders for small scalehdustriesundincms- 
ing ntilktion of provincial resomcc~ lika f o m b  re f le~ t~d  thomlves  during 1942-43 
in an appreciable rim in mceipta, which were plaood a t  Rr~.117.61 croree r e v i d  
as agaimt Rs.104.16 crorea in the budget estiulates for that year. On the othcr 
hand, cxpcndituro rose on account of additional policc and civil defence rneaauree, 
extra outlaye to finance food supply and distribution schomcs and " grow Inore 
food " campaigns as well as on account of the grsnta of dearneas allowsnws. Thus 
aggregutc cxpcndituro of thc Provinces on rovcnnc accouut increased fromRs.104 67 
crorcs in the budgct to Rs.ll8.65 crorcs in thc roviscd crrtimata and the revised 
deficit was placed at Rs.1,04 lakhs agaiast Hs.52 l&s. The deficits of Bcngal and 
Sind were imreamd mainly on mount  of extensive dumago and distress carmod by 
floods. 

The budget eetirnaka for 1943-44 show deficits in five Yrovinoes amounting 
in all to Rs.1,86 lrakhe of which Rs.l,G3 l&s is accomtcd for by Bengali fivo other 
Proviucos show suqluacs aggregating Hs.1.36 lakhs. The total ostimatod revenue 
for all Provirlces d i w l o ~ s  a full of aboutRs.86 lakhs compared to tho revised estimates 
for 1942-43 in upito of an anticipated implovcmcnt in the provirlcial share of Income 
Tax receipts from the Centre from Rs.10.90 croree to Rs.12 -10 crorcs. No important 
fresh m e s u e s  of taxation have been iutroclucod in the Provinces although two 
Provincea viz. Bengd nnd Sind havc provided for increaaee in the ratae of 
taxation on cntortainmonta and on the sale of clcctrid energy, and 8ind proposee 
to enhance the stamp duties on transfer of property. Rlaclrns hae abolik~hed land 
revenue conceaaions of the value of Rs.70 hkha in a ful l  year h t  made during thc 
depression of 1932-33. A featnro of intom& on thc cxpcnditun: side in tho provi-ision 
of funds for post-war reconstruction in certain provinces likc Bombay, the Uaited 
Provinces, and the Central Provincce and Bernr. !l%e post-war reconstn~ction fund 
i ~ i  Dornhny which wm started in 1942-43 with nn initial umout~t of lZe.22.40 lakhe 
will total Hs.82.93 labs a t  tho end of 1943-44. In the U.P. the Rcvon~ic Raerve 
Fuud for post-war recotlatruction will have a balsnca of about Rs.1,30 lakhe a t  the 
end of 1943-44. 

&A. Subvetaions and Payments frmn tL Centre.--The following table shows the 
subvclltiom and other paylliente nlade by the Centre to the Provinces since 1937-38 
in terrm of the Govcrrlrnent of Iridia (Distribution of Revenuw) Order as anlendcd 
in February 1040 and April 1942. Further particulars of thc puyrnedv in respect 
of cach Province will be found in Statement X. 

(In cmroe of r u p )  

Juto Duly 
2 . u  

e.rj1 

2.GG 

1.w 

1-U5 

1.40 

1-45 

Cjubvontione 

3.12 

3.03 

34s 

3.03' 
3.03 

Z-7tt 

2.75 

Total 

7.02 

7-04 

8.38 

9.04 

12.37 

16.04 

16.30 

Exoluding a gtont of Ba. 63.000 to %rg 
t Excludug u grant of Rn. 1 bkh  to Coorg 



The progrctrrtivc inorcaea in t-lie ~ h a r c  of inco~n.lc-tax accruing to Provinccs noticd 
in thc ln3t Rcport contillucd during t,hc year, the receipts for 1942-43 estimated in 
the budget a t  Rs. 8-37 crores being revised to Rs.10.89 crores. nir, receipt.8 for 
1943-44 are cytimatd at Rn.12-10 crorcs on t,hc basis that thc snln to bc rctaind 
by tho Centre out of the Provincial moiety mill be maintained a t  Rs.44 crores in 
t.erma of the direction, dated the 7th April 1943, is~ued by the Governor-General 
under cla~im (ii) of thc proviso to  sub-acction (a) of Scction 138 of the Govarnmcnt 
of India Act, 1935, according to which tho second period of five years premibcd by 
paragraph 7 of the G o v m c n t  of India (Dist.ribntion of Rcvcn~lcr;) Ordcr 1936, 
which would havc ordinarily startcd with 1942-43, shall be extended by another 
y w .  Tho increase in the provincial share of income-tax results from the continued 
increase in the divisible pool of income-tax which is estimated at Rs.33.19 crores 
for 1943-44 ae oompared with Rs.30-10 croray a d  ds.25.75 crorcfi rcspcctively in 
thc revised md budget e.st.imatca of 1942-43, and is caloulated as fo l lo~s  :- 

(In I i tkb of rupcce) 

1942 4 3  1042-43 1043-44 
Budget Roviaod Budget 

Total k c s  on incomo othor than Corporation b x ,  
including C~ntml Burchargo . . . . . . . .  28,73 34,36 38,20 

Dcducb-Portion nttribntable k, tnxm on fdera 
crnolnments and to Chief Commisaionor'a Provinces 2.62 3,82 4,02 

. . . . . . . . . .  Share of cost ooIloctiou 46 44 39 

. . . . . .  Divkiblo Nct Prococds of Incomc-tax 25,715 30,lO 33,19 

Dcduct Amount rebid by tho Central Govornmont 17;JS 19.55 21 ,O!l ---- 
Amount pyeblo to Provincca . . . . . . . .  8,37 l0,iiG 12,lO 

Add Pnviow ymr's arrears . . . . . . . .  .... 8.5 .... 
. - 

Total .. 8,37 1O.W 18,lO 

On thc othcr hand, thc ~ h a r c  of jutc oxport duty assipcd to the jute produoing 
Provinces was placed at Ha.1-45 crores for 1943-44 again& Ha.l.40 crorea in 1942-43 
and Rs.l*95 crores in 1941-42. The total amount payable uuder the Niemeyer 
Award as subvention. to  Provinccs isplnccd at Rs.2.78 crorcs for 10433-44 as in the 
previous year. No special grant is provided for Coorg, as was providd in 1942-43. 

13. PUBLIC DEBT 
(a) CIOVERNMENT BALANCES AND SHORT TERM BORBOWINO 

43. Bahnces.Utatem~it XI ~Iiows the bdanccs of tho Ctatral and 
Provi~lcinl Govcrnmcnts ~cpnratoly with the Resoma Bank of India ar~d Govcrnment 
Treasuries a t  the end of each niont,h during 1942-43. The average month-cnd 
balallce~ of the Central Govcrnmcnt with thc RCBCNC Bank were lower a t  Hs.12.10 
crorca irk 1942-43 as against Hs.15.77 crorea in the previouq year. Exmpt a t  the end 
of A u p t ,  September and October the balances remained at a comparatively high 
level and they reachcd Rs!JB.88 croree, the highcat for thc year, a t  the close of 
February 1943, rrs against Rsd8oG8 croree in the Bamo month in 194142. 



44. Treasuy Bilts.-Particulara of the weekly tranaactiona in the Contra1 
Cfovemmcnt treaeury bill8 arc givcn in Shtcincnt XII. Tho incrensing a-xknt of 
short-term borrowing d~uing the year is reflected in the progressive rke in the amount 
of trcasliry bills outstanding from weck to meek. The total amount of treasury bills 
outstanding a t  thc end of 1942-43 was Rs.264.70 crorea, rcprcsonting an increase of 
Rs.127.72 croree over the end of 1041-42, as against an anticipated increaee of 
Rs.29.8 crores in the budgct for 1942-43. Among the factors reapol~sible for this 
marked increase in tho trensuy bill debt may be mentioned (1) the further deteriora- 
tion in thc revenue position (2) the need to provide for the defence capital expenclitnre 
(3) thc financial operations connechd with thlc funding of the railway annuities and 
tho acq~iisition of railway dcbcntnrc,~. Tho bntlgct ~tntcmcnt for 1943-44, howcver, 
envisages a eubstantial rcduction in treasury bill outstandinga by Rs.67 crores. The 
total salca to the public of treasury bills i~iclucling intermediates amounted to 
Rs. 371-93 croree in 1942-43 iw corupmd with Rs.118.60 crorcs in 1941-42. In 
June when intcrmcdiates ceased to be sold the tender limit was successively raised 
from lb.2 crores where it had remai~ied since the beginning of the year to Re.3 crores 
on the 2x14 Rs.4 crores on thc %h, Rs.6 crorcs on thc 16th and Rs.8 crores on tho 23rd. 
It was red~~ccd to Rs.6 crores from the 4th August ancl was kept unchanged until the 
14th October when it mas again raked to Rs.8 crores. The hnder limit was further 
increased to Ra.10 crorcs on thc 10th Novc~nhcr and was lowcrcd sgnin to Rs.6 crores 
on the 15th Doccmbor nftcr the sale of intermediates had been resnmed from the 
9th Dewlubcr. On thc 16th February 1943, the offer was raised to Rs.8 crorea and 
rcmained a t  that level lor the rest of tlle p a r .  In the r ~ u l t ,  the amount of trcasury 
bills outetanding with thc p1111lic a t  tho cnd of tho financial year swelled to Rs.123.98 
crores from Ra.27.78 crores only a t  tho end of 1941-43. 

The money markct continued to bo easy throughout the year and applications 
conscqncritly were well above the xmoullta offered. On two occlwions, howcver, 
namely the 22nd Dt:ceruber and tho 5th Janunry, applications fell bclow the tender 
limits, wldc no tcndcrs were invited during the intervening week ending the 29th 
Dcmrnbcr. The total aruoullt tendered in 1942-43 exc luhg  intermediates wns 
Rs.527-44 crores agaimt an offer of R8.317 crorcs as co~npclrcd with Rs.140-27 
crores against an offer of nK.81 cwrcs in 1941-42. Thc nvcrago rato of discout of 
accepted teuclcrs which stood at  Ks.1-2-11 per cent. a t  the begimhg of April moved 
up by thc cnd of the month to R9.l-ii-0 per cent., being the higheat rate for the Scar 
as compared with Rs.1-2-9 pc:r ccnt. at tho cnd of 1941-42. Thcrcafter, with the 
arlvt!nt of tllc 81:~ck txnson t.11~ rate tenclell to decline, and was h.0-G-6 per cent., tho 
lowcst for thc year, on the 4th SepteniLer 3s c0111p:ireCZ wit11 Rc.0-6-0 pcr cent. on 
the 2%h Augunt 1'341. With tho approach of tho busy season in October the rato 
begin to move up ancl closal a t  lh.1-1-10 per cent, for the year. The sprcad betwcen 
the highest and the lowed ratc widcncd during the ycar to  Rc.0-14-6 pcr cent. from 
Re.O-12-9 per cent. in 1941-42. Thc mte of discount on intermediates ranged beLweer~ 
Rs.1-2-0 and Rs.1-4-0 pcr cent. during the first two mouths of tho yeax and remaincd 
a t  Rc.1-0-0 pcr cent. from the resumption of rralu in the 2nd week of Doccniber to 
the end of the year. 

Tlie amount of Central Govcrnirii~lit trcnsnry bills sold in favour of the I sue  
Departlr~eut of the Rcscrvc Bank of lndia during the year was 1ls.496.42 croros 
coniparcd with Ils.291.48 crores in 1941-42, thc total amouut of bills hcld iu the 
Issue Department at thc claw of 1943-43 being Rs.116.63 crorea against Rs.88.47 
crorcs a t  the end of the preceding year. Aa the Statement trhows, the total out- 



stan&q;a iriomaaed between tho 1st and 8th January by R8. 73.06 croroa mainly a8 
a rcsult of additional iwucs of ud /roc 1)ille of tho facc valuc of 88.72-20 crorea in 
connection with thc rcpnyment of thcbdance of the 34 per cent. S t s rhg  Stock on 
the 6th Jauucuy 1943. 

A modification in the method of pnyrncnt for accepted tendare was introduced 
with effect from the 29th July 1942 by which, in lieu of yny~r~cnt in cash ngainst 
allotment, a s u ~ s d u l  tcllilcrcr maa perrr~ittcd to offor such treasury bills in his 
possession aa matured between the day on.wkich the reeult was publihed and the 
day preceding tho nest publication. 

46. Yield on Trmsunj Bills.-The fullowing talde crhows the average true yiolcl 
per cent. per annum on Central Govcrnlncnt treasury billa during each uionlih of 
1943-43 and 1941-42 : 

Month 

April .. 
htny .. 
Julio . . 
Juty .. 
At~plet  
&p1c1nbcr 
October 
Novemhor 
D e w m b r  
January 
February 
March . . 

An~ou~it .  of thrco A 1nou11t of Li~m 
111vnths treasury Avernge i1r1L11n r c u y  Avcrage 

bills (inrluding yiejtl bills (ir~cluding yicald 
interm~diatra) prbr c c ~ ~ b .  i n t e r n e d i s h )  ccnb 

mld p r  I I ~ J I L ~ ~  sold per annum 
(trOOa o~nit~bd)  (WUa omilttd) 

TOTAL .. 371,92,75 0.87 ll8,60,00 0.72 

The monthly average yield was highex during thc fimt quartcr of 1g42-43 
than in the corre~ponding period of the yrcviona ywr, bnt fell below the corresponding 
monthly avoraga9 of the previoue ycnr during tho succeeding five months from July 
to November. The low& monthly yield for thc ycnr wm rcachod in August 1942, 
uiz. 0.47 pcr ocnt. compmd with 0.53 por cent. during the corresponding mollth in 
1941-42. !I!ho yield steadily roec from September and p m d  the previone year's 
average in December, being slightly lower again than in thc preceding ycm in March. 
The highest and lowcat weekly yields worked out a t  1-29 por ccnt. on tho 24th April 
1942 and 0.41 pcr ccnt, on the 4th Septombcr respectively compared with 1-15 pcr 
cent. on thc 20th March 1942 and 0-38 per cent. on the 2I)th Auguet 1941. 

46. Ways and &feans dduaw.-Thc monthly borrowing8 of thc Ccntrd 
Government from the R e w e  I3nnk of India arc shown in Strtbment XIII. The 
advance0 taken by Govcmmcnt during the hat quclrtcr of thc ycnr wcrc coxleidera1)ly 
higher at Ra.57.5 crores again& Rs.15 crorca md Hs.16.6 crores (luring tho corrce- 
ponding periods of 1941-43 md 1940-41. There were no borrowinge in July. During 



the auccp,ecling four months the b o ~ o w i ~  were again on a comnparatively heavy 
scdo, thc total being Hs.77 crorcs. Thcrczrftcr Qovc,mmont had rccoursc to borrow- 
ing only twice, in Jatlunry 1943 for Rs.23 crores and in March for rr smallor amount 
of Rs.4.5 crorc8. Tho total borrowings of tlie year amounhtl to Rs.162 crorcq as 
sgninst Rs.97 crorea in thc prcvious year. No dvanccs worc outstanding at tho cnd 
of the year. 

47. B a l c z ~  and Way8 and Mans Aduam.-!The Provincial Qovcrnments' 
bdnncca a t o d  generally higher than in 1941-42 and avoraged Rs.8-13 crores as 
compard with Re.5-92 crorcs during tho prcvio~rs year. 

All the Provincce, with thc exception of Bombay mcl the N.W.F.P., had 
recourse to waya and mcam advances from the Bank during the year. The total amount 
of horrowing during tho year was Els.10-57 crorea as against Ra.(i.26 crow3 in 1941- 
42, only Rs.2 lakhs remaining outatanding on this account nt the end of tho year. 
The aclvanccs to the Governmcnt of Burma from the Bank durhq the year totallcd 
Rs.7.W crorcs of which Rs.7.85 crores waa repaid, leaving un outstauding of Ru.5 
lakhs only at tho close of the year. 

48. Trmwy Bills.-The d e s  of Provincial Governmente' tressury bills dnring 
1942-43 are shown in Statement XIV. h mnny ns fivo Provinces cntcred the 
short-term market in 194.2-43 os agninst thrco in the previous year ; tho total m1es 
during the year wcrc, however, lower at Rs.4.35 crorea aR compumcl with 
Re.8.15 crorc8 in 1M1-42. The ouhhndings a t  thc cnd of thc ywr amounted to 
Rs.80 l akh  agaiust Rs.1 crorc at tho cnd of the precoclilig yuar. Applications 
agai~lst b n d c : ~  wcrc wcll above the amounh offered and reflectcxl the continmd 
pop~llarity of the Provincial goverxment trcnvilry bills in the m k c t .  It will, 
howovcr, be seen that there has bccn a unhshntial reduction in the total annual 
 ales of Provincial trcaeury hills during thc m r  period from the peak level of 
Rs.ll.80 croree in 1939-40. Thc average yield ou the Provincial 1)ilL during tho 
year worked out slightly lower a t  0.82 pel cent. corupitrenl with 0.85 pr cant. in 
1!)41-42 and 0.91 per cont. in 1940-41. The yicld on wcokly offcm of the Yrovinci~l 
bills remained higl~er thau on thc Contra1 Government bills, except on one 
occasion on the 11th Dcmmbcr mllcn Mndrss sccured itrc requircmclltu l i t  thc avcrngo 
rate of Rn.0-25-1 per cent. as cornyard wit,11 Tts.1-0-T, pcr cont. for the Cent,i~11 
Governmenl bills. 

(A) LOXO TERM DEBT AND OTHEFt DORROWINO 

49. Gwnment of IruEicc Loam.-The loan pmgrammo of tlic Central Govern- 
mcnt during 1942-43 formed part of the Indirrn Ucfcncc Savings Movelneut m first 
announcecl ou the 4th J u n e  1940. I t  included the issue of thc 3 per cent. J ~ n n  
1951-54 (The Third Dcfcncc Loan), Ten-Year Defence  saving^ Ccrtoificatcs, Thrce- 
Year Intcrcst-Frce Bonds and facility for opening Indian Poat Office Defence Savings 
Bank account bearing interest nt 2 pcr ccnt. per annun). Besides, there continaed 
to  be on offer Government lon.ns consisting of rupee counterparts of t.ho rcpatristed 
stcrling stocks or rc-issues of existing loans into which Romo of these counterparts 
were converted. 



The issue of the 3 pcr cent. Loan 1951-84 (Thc Third Defence Loan) wae 
announrxd on thc 4th July 1942. The ncw loan w ~ s  in the form of a re-issue of the 
3 par ccnt. 1'361-54 Loan, fimt i ~ s l ~ c d  in 1935, and walr or1 tap from the 8th July 1943. 
Sccnritiea of the Three-Ycar Interest-Free t!nontl,s, howcvcr, purchased during the 
intervening pcnod bctmeen the closing of thc Sccond Defence Loan, 1949-52 and the 
opening data of tho 'llinl Dcfencc Loan, 1951-54, &.c., Bctwccn the 14th Fet)n~nry 
1942 and the 7th July 1942 were made eligible for conversion into the prcqcnt issue. 
AB the intercat on the Iosn for the fir& full half-year was payahlc on thc 16th Septem- 
ber 1942, tho opening price of thc loan from the 8th to the 11th July waa fixed at  
Rs.100-Z@8, increasing thercaftcr by 8 pies per cent. mcckly, approximating to tho 
nct weekly interest accn~ing. The total eubscriptions to this loan upta thc cnd of 
March 1943 amount4 to 1Cs.40,26,68,~00 inchiding Rs.67,100 tendercd for conversion 
in the form of Three-Year Interest-Frco Ueicnco Bonds. 

On the 1st Octoher 1942, Government cmnounccd a furlher issue of tho 
existing 3 per cent. Lonn 1963-65, with n vicw to rrssisting in the arrnngcmcnt for the 
funding of thcir liabilities in rmpect of rnilway annuities (vide para. 62). The icluue 
price was fixed a t  Rs.95 for cvcry Rs.l(M) nominal. Tho list of aubscript,ions was 
opcncd on tho 3rd October and clmed on thc 15t.h October 1942. Subscriptione 
from the put)lic rrmolmted to Rs.3,41,47,200 and the bnbnce of Ra.11,58,62,800 was 
takcn up by thc Heserve Bank of lndin ageimt cancellnt.ion of an equivnlant 
arnourlt of ad hoe troasury bills from its holdiug. 

I n  addition to the snbscriptious to the Defcnco Loans, there was a stcady 
investment of new moncy, especially by institutional investors, in Government loans 
through the machinery creakxi and dcveloped in connection with the repatriatioil 
of the country's sterling dcbt. The total invcstmcnt.s in the countcrparh thus 
crated including extensions of the existing issucs arnomlt.4 to Rs.131.2.1 crorea a t  
the cnd of 1942-43 as compared with Ks.83.10 crores at thc ond of the previons ycar 
and Rs.61.27 crorea a t  the end of 1940-41. The amounts invested in wch of thcm 
loans as on the 31et March during thc last thrcc ycrrra are givcn below :- 



Thc total rcceipts from the vnrious Dcfcnco Loans and sales of nlpee conntor- 
parts of sterling loans up to tho 31st M m h  1943 rtmonnted to Rs.301-50 crores aa 
detailed blow :- 

(In lnklls of rupws) 

At tho ond of 1040-4 1 1941- 42 1N2-43 Totnl 

1 TBwa per cent. Six-Year Defonco Don&:- 
( a )  Fit Scrics . . . . . .  71 
( t )  Sccond Sur io~  . . . . 44,U 

2. Tkres pcr wnt. Bc-cond Defenco Grin 
1040-62 . . . .  3,47 

3. W Y L ~  ~ n k r c e ~ k o e  Rddb . . . .  2.33 
4. Dofencc8av' aCcrtifimtes . . . .  2.41 
5. pout ~ f i w  a c n c o  ~avings 1b1* . . . .  . . 
0. Throc p r  cont. ha.11 1851-G4 (Tlrird Dofencro 

Lonn) . . . . . . . . . .  . . 
7. Rupw Coi~nterpnrte (net invostmwts) . . 81,27 
8. Three p r  cont. Lonu 1083-05 (Spccirl . . . . . . . . . .  Iseue) . . 

M). Rcpaymm$ of Loam.-As announced in March 1942 by the Secretary of 
Stato for India and the Government of Indirt, the umurrendemd portion of the 
repatriated 6 per cent. Intlinn Stcrling Stock 1942-47 amounting to 443,760 and the 
Ei por cent. Rupee Loan 1942-47 amounting to Rs.29,39,200 issucd ns counterparts of 
the former fell duc for rcpayment on the 15th June 1942 (the first optional date), 
and wcrc rcpaid. 

61. Provision for Reduction of Debt.-Since 1934-38 a proviqion of Rs.3 crores 
has been mndc annunlIy from revenue for reduction of debt. Particulars for thc last 
three years are given below :- 

(In lakhe of m p )  

1041 -42 1 W - 4 3  1043-44 
Accounts Hovised Bodgo t 

1. Sinking Fund Provi~ion for Hnpao Loam of bhe . . . . . . . .  Central Oovcmmcnt 98-04 05-04 95-04 
3. Hsilwvy Sinking Fun& . . . . . . . .  28-67 .... .... 
3. r i  p ~ r t  of tho Cnpital portion of Railway hnuit.ics. 1.78.29 2.04. [Hi 2,048 06 

Total .. 3,W.Oo 3,M. 00 3,W. W 

52. Repairialh of Sterling Debt.-Out of a total sterling debt of f3GG-05 
million, or £276 million cxclusive of railway stocks, debentures and annuities out- 
standing nt tho cncl of 1936-37, £200.85 millicn hnd bccn repaid by the end of 1941-42 
leaving a balance of £165.20 million. Of the total amount, £188.26 million was 
rcpaid under the vrrriow schemes of repatriation nnno~~ncccl from timc to time or 
though open market purchases, with the lnrgc acquisitions of sterlhg by Iuciia. 

In further pursuance of their policy of repatriating the sterling debt, the 
Government of Indiu wcrc ablc, during the year, to effect the rept ia t ion of anothcr 
f 119 million of sterling debt made up ~nainly of repayments of tho 34 per cent. uon- 
terniinoblo Sterhng Stock rrs announccd in tho previous yew, the fundiug of Railway 
annuities and the purchnsc of Railway Debenture Stocke. Frorn the outstanding 
amount of thc 34 p r  cent. Sterling Stock, £66.21 million including stock of the face 
voluc of 8 - 3 7  million held in India was redeemed from tihe 5th January 1943 to 31st 
March 1943 in accordance with thenotice of repayment given on the 26th December 
1941. Bupec counterpsrts of the facc valuc of Ra.67.63 crores were crested in the 



form of extensions of the eldating 3h pcr ccnt. lindated Rnpcc Paper, and wcro hcld 
on Government mount.  Of the amount of nlpee finance required nggregating 
Rs. 77 - 2  crorea, Re. 72.2 crorcs mas providd through ad hoc treasury bills hued to 
thc Reserve Bank, find the remaining Rs. 8 crores was met from Qovcrnrnent bnlanc~~. 
The open markct punchnsr-q during the ycnr accounted for £10.48 million 
including (i) £8.56 million in rc~pect of the 34 per cent. Storling Stock and 
(id) $1.93 million in reepect of Railway Debcnturo Stocka. These purchrrsea 
together with stray Iota of the veeted stoch amounting to $4-89 million acquircd 
during the year were h n c c d  from Governrncnt bnlancee. With the aompletion 
of thoso operatiom the balnncc of sterling stock ontatnndhg ab the ond of k c h  
1943 which fell beyond the scopo of the vesting ordcrs and which had not been 
surrendered in cxcrcise of the option givcn to the holders or which had not yct bccn 
redeemed owing to  non-prcsentation of claims, amounted to £13.16 million only 
made up of £8.20 million of datcd unci £4.96 million of undated stock. 

With the completion of tho rcpatriation of stcrling loam, dated and undated, 
Crovernment took dvnntnge of the largo stcrling balance6 avni1al)le with the Hcsorvc 
Bank to fund their o~ttsidc stcrling obligations in rc~pect of Railway annuities and to 
repatrinte Railway Debenture Stocku, the total amount involved in thcse two opera- 
tiona being £ 47 - 26 million. In regard to the annuities an ngreemcnt was enhred into 
between His Majesty's Government and the Governmcnt of India a t  the cnd of 
September 1942 in terms of which the formcr undertook to provide the latter with thc 
annnnl s u m  rcquired for payrncnt to the annuitants until the termination of the 
annuities in retiirn for an ilnmeclintc Inmp sum cspitnl payment by the Government 
of India of f30,054,250. As the aggrcgatc nmoirnt of tho nnnnity payments to bc 
made after the 1st Octobor 1942 would mount  to f34,114,654 tho pnyrnent 11y the 
Qovernmcnt of India represents in offcct an investment at 2f per cent. realizable by 
varying instalmcnts over a period. In giving effect to this nmngement, in the fir& 
inatancc, ad h tremury bills for Rs. 30 crorcs were created and held in the Issuc 
Dcpnrtment in place of thc bulk of the sterling paid ant, the balancc of Rs, 10 crorea 
being met by way8 and mmns advances. Against thin Bmporary dcbt, the na~ lk  
was reimbursed by Government to the extent of Hs.18 crores, being thc proceeh 
of the specid iasuc of the 1963-66 Loan (I& para. 49). Aa re.gltrds the Railway 
De1)enture Stocke, tho Britiah Treasury issued on the 16th January 1943 a Vesting 
Ordcr requiring all resident8 in thc United I<ingclom to surrender thcir holdinp of 
the specifid Railwny Debenture Stocks nt prices iixcd on the basis of tho market 
q~~otationa as on thc dntc of the Vesting Ordcr plus an allowance for the delay in 
examining the documents s~urcndcred for repayment. It was also announced that 
the Gst pnymrnt subject to good clelivcry by the 19th Pcbninry 1943 would hc m d e  
on the 12th March 1943. Thc Govern~nent of India nbo issued a similar Order undcr 
the Defcnce of India Rulcs requiring reeidcnts in British India to sllrrendcr their 
holdings of these stocks a t  pricc~ cqiiiklcnt to thc nmoi~nts fixed in tho United King- 
dom Vcsting Order converted into rupees a t  lsh. 6d. Out of a total of 5220.2 million 
of the nominnl value of stocks outatsnding on the 16th January 1943, £16.2 million 
were acquired undcr t.hc United Kingdom Vcsting Order and £611,2GO under the 
Indian Vesting Order by thc 12th M m h  1043, at a total cost of Ha. 22-03 crores. 
The requiaitc r upe  finencc was providcd to the extent of Rs. 11.96 crorea by tho issue 
of arl hoc trcasury bills and Rs. B crorcs by thc iwue of rupee coin to the Bank, the 
rcmnining Rs.6.07 crores bcing mct from Government balances. The total 
value of tho stock ncqtlired, by the end of 1942-43 including f676,250 l~nder the Indian 



Order, amounted to 218.68 million, end the total coat was Rs. 24.51 crorea. The 
details of the acquisitions are given below :- 

No& value of stock Acqulaltlon vduc of htnl ntculk 
Nominal nlumodered opto Ac ulsl- n~~rrr.ndsrad upto 31-3-1043 
VOIUO of 31-3-1943. 

Name of tbe debsnt~m stork stock out- 
%, 

prlun [or 
rt.ndias El00 

J u d h  ( N o d u d )  U.K. Inclin Total 

b n w l  and N. W. Rly. 6% 
Ib. 6 8. d Bs. Rl. 

Simultaneously with the announcement of thc acquisition of the above stocks, 
the Secretary of State for India gave the requieite one year's notico, ns in the case of 
the 34 per cent. non-terminable Sterling Stock, for the redemption of the remaining 
three 33 per cent. Debenture Stocks of the East Indian Railway, the Great India11 
Peninsula Railway and the Bombay, Baroda and Central India Bailway, on the 4th 
February 1944. Tho total nominal valuo of these etoclm outatanchug amounts to 
f 11 - 1 million. The Government of India have also decided to liquidate as soon as 
convenient the Chatfield Dcbt of one quarter of £34 million, baing Tndia'~ ehare of tlie 
estimated prc-war capital cost of modemising the Indian army. 

In the tabIe below are given particulars of thc stocks acquired since 1937-38 
under the various schemes, their pnrchrtse p r i m  and the amount of rupee counter- 
parts created. 

Amwnt of 
Face Value Purchnse V&I ROW 

Coantsip.rtr 
cr~td 

(E mjllion) ( E  million) (RE. cmm) (Rs. orore) 

1937-38 Open market purchswr . . . .  . . . .  1930-40 $ 9  ,. I . . . .  19$0-41 I.,, ,, 9 

2. L i o e n ~  =heme of 22nd February 
1 840 . . . . . . . .  

Fimt compulsoxy achenu, of 8th 
February 1941 . . . . . .  

. . . .  Open mmket p~~rniwer 
Firnt compulsory scheme of 8th . . . . . .  Fehrnary lMl  
Gscond oompnlrory scheme 01 24th . . . . . .  December 1941 . . . .  Open &ket purohasse 
First wmpulsory =heme of tho 8th 

February 1941 (inolnding special . . . . . .  mangemenL) 
Sscond compuleory mhsme of tho 

24th Dmmber 1941 (iucluding . . . .  sp,iel arrangement) 
Redemptinn of 34% eterling e t m k  . . . . . .  1031orafte.r 
Funding of Rsiiwsy Annuities . . 
ReptriaGon of RRilray Debenture 

Stock . . . . . . . .  - 
Total .. 



Thus by the end of the year under review, ehrling dcbt of the aggregate 
nomino.1 value of £307- 26 million had been repatriated a t  a total cost of Rn. 408.08 
crorcs. In view of the rate a t  which sterling continues to accumulate with tho Ke- 
serve Bank, the Govcmment have under considoration e scheme for making advance 
provision for the requieitt! sterling remittance wherewith to meet future paymentx 
in r w c t  of their liabilities on account of sterling penuions, family perwions and pro- 
vident funds. The liability in rapect of thcso remittancee ie estimated a t  over £6 
million a ymr and its discharge would absorb a considerable amount of sterling. 

53. The CmpoOion o j  T&l Rupee and Sterling Debt S i m  1915-14.- 
Statement XV gives the outstnndings of the rupee nnd sterling liabilities of thc 
Central Government crs at  the ond of each quinquennium from 1913-14 to 1938-39, 
and aa a t  the e11d of each financial year thereafter. The terrninable part of the 
funded debt in tho Statement is classified according to period of maturity. 

The total public debt of India on t,hc 31st March 1943 amountcd to Hs. 1,268.86 
crores of which sterling obligations accounted for Rn. 87-41 crores. The aggregate 
mpcc debt increased during thc year by Rs. 267.45 crores from Its. 941 -00 crores to 
Rs. 1,208.45 crorw, Of this, Re. 35.32 crorcs is accounted for by an bcrase  
in the amount of securitiee held by Government thernsclvcs from &. 25-20 
crores a t  thc end of 1941-43 to Rs. GO 4 2  crores nt thc ond of 1942-43. For the 
rest, trcasury bill outlstondings increased from Rs. 136.98 crores nt thc cnd of 
1941-42 to Rs. 264.70 crorcs and undated loans wcnt up from Its. 164.18 crores to 
Rs. 245.50 crores. The latter increa~c of Rs. 81.32 crorea resulted mainly from the 
creation of nipco counterparts of thc repatriated 34 per ccnt. Sterling Stock. The 
increaso of Ra. 498.49 crorca in the rupee debt during the war reflech the results 
of the revenue deficits, capital expenditure aud repatriation of stcrling debt. 

!Che sterling debt further declincd by Rs. 163.29 crores during the year, of 
which the undated loans accounted for a reduction of Rs. 111.87 crores. 

54. Conversion of G m m m t  Promissory Notes into Stock CertiJicalcs and Subsi- 
&ry Gc~urral Lsdger Am&.-A scheme for the conversion of Government pro- 
missory notes into stock certificates without chargo, w~ announced on tho 20th 
Febniary 1942 as a measure of protection to the investing public. Tho total amount 
so converted from the let March 1942 when the ncbemo bccnme effective to the cnd 
of the ycar under review came to Re. 182.28 crorcs including RR. 162.59 crores 
during 1942-43. Also, for re-conversion of the stock certificateuinto promissory notes 
the levy of thc usual fee was waived and the total amount re-converted into pro- 
~nirssory notcs came to Rs. 20.47 crores of which Re. 19-80 crores was rc-converted in 
1942-43. The facility of holding securities in public debt offices in the form of a 
special ledger account, known as thc Subsidiary General Lcdger Account, was cx- 
tended to institutional holders such as scheduled brinks, provincial co-operativo 
banks and insurance companics. The arrangomcnta for payment of intarest on 
holdinp in this account are the same rta in the case of stock certificate., and transfern 
arc allowed from onc account to another within the samc public debt. ollice for amounts 
of Rs. 25,000 and multiples thereof free of cbargc. The account holder is nbo en- 
titled to have the whole or part of the bal.lancs a t  the credit, of hi~crccount re-converted 
into Q. P. notes on payment of thc usual feea for rencml of such notea. As a result 
of thew facilities there has bccn a shift in the relative importance of the different 



forms in which the total rupee debt iu held by t,hc public as will be noticed from the 
table below : 

Percentage to total K u p  debt 
S h k  Mh. (La. G. P. 

As on a. P. Notes ~rtificsteu S.G.L. A/c. N o k s  & Stock 
held in London) 

66. Post O&e Five Yeur Cash CerlijTWea, Ten Year llefence Savi?tgs Certi- 
j i d e y ,  Post Ogice Savings Bank D F ~ ~ P  and Defence Savings Bank Deposits.-State- 
ment XVI shows the traneactions in Post Office Eve  Year Cmh CertGcstea siuce 
their inaeption in 1917-18 amd Ton Ymr Dofence Savinp Certificates whioh were 
first introduced in 1940. Statement XVII givca information regarding thc Post 
Office Saving8 Bank since 1913-14 and the Defence Saving8 Bank which started 
operations from the 1st April 1941. Tho total rcccipt. and withdrawals respectively on 
account of theee various types of savings during thc ycar amounted to Rs. 28-33 
croree and Ha, 31.86 crores the oorresponding figures for 1941-42 being &. 28.80 
crores and RE. 42-87 crorea. Thcro had been a deterioration in receipts and 
heavy withdrawals during the clming month of 1941-42; during thc ycur under 
review receipts showed an improvement particularly during the lattcr half, w h i  
withdrawals were reduced. 

The yield on the Post Office Five Year Cash Certificates during 
1942-43 remained unchanged a t  a per cent. free of income tax. Sales which 
had touched a low level of Rs. 12 lakhs in March 1942 improved thereafter and 
were particularly higher during the latter half of 1942-43. Total salca during tho 
year, bowever, were slightly lower a t  RY. 3.76 crorea as compared with Ra. 3.97 
crores in 1941-42. Monthly encashments also declined from May onwards and were 
particularly lower during the last four months of the year a t  Rs. 2.01 crores as against 
Ra, 6.24 crorea during the corresponding period of 1941-42. This mainly accounted 
for a decline of Re. 3-14 crorcs in thc total encnshrnents frorn Rs. 11.94 crores to 
Rs. 8.20 crores in 1942-43. The total subscriptions to the Ten Year Defenoe Saving# 
Certificates and the withdrawal8 during the ycar amountod to Rs. 2-02 crores and 
RR. 81 lakha mpectivcly compared with 338.2.81 crores and b. 76 lakhs in 1941-42. 
The total net investments in thcsc since their irltroduction in June 1940 amounted to 
Re. 6.66 crores. By a notification d a d  thc 8th Pebn~ary 1943, scheduled hanks 
have been permitted to purchnae Defence Saviuga Ccrtificatcs on bchrrlf of thcir 
clients including minors without m y  ir~de~nnity dame in such applications for 
purchase. Tho yield on the Defence Snvings Ccrtificatcs for a complete period of 10 
years continued to bo 3& pcr cent.. (C. I.) free of income tax. 

The rate of interest on Post Oflice Savings Bank Dcposit~ rcmained unchanged 
a t  14 per cent. and that on the Defence Savings Depoeits at 24 pcr cent., frcc of income 
tax. Thc total amount of new deposits in the Post Ofice Swings Bank was slightly 
higher a t  Bs. 22.26 crores as compnrcd with Rs. 21-91 crores in 1941-42. The 
meipts which aluounted tc) h. 10.10 crorw in thc k t  half of 1942-43 roso to 
Ra. 12.16 crores during tho wond-half, the corrmpondmg figurea for the previous 
year being Rs. 11 -76 croree and R8.10.15 CrOrcB. There was a marked improvement 
in receipts during the last two months of the year with monthly rcccipta a t  Rs. 2-26 
crores in February and Rs. 3 18 crorcs in March, these together accounting for nearly a 



quarter of the total recsipte during the year. With the exception of April 1943, 
the monthly withdrawale in 1942-43, were lower than in 1941-42 and the total with- 
drawals accordingly declined from Re. 30.18 mores in 1941-42 to Rs. 22-84 crores in 
1942-43. By a notification dated the 3rd August 1942, the acceptance of chequca 
in  saving^ bank t ramt ione  was permitted. Another notiiication dated the 26th 
January 1943 raised the annual limit of net deposits for each account-holder from 
Rs. 7Fj0 to Re. 1,500 with effect from tho let February 1943, while women were alIowed 
to open accounts through their agonts by a circular dated the 5th April 1943. De- 
posits in the Defcnce Savings Banh  during the year amounted to Ra. 29 lakhe 
compared with Re. 11 lakhs during thc previou~ year, the rate of receipta showing an 
improvement during tho laat quarter. 

66. ProPrimh2 Loans.-On the 15th September 1942, four Provincial Govern- 
menta, uiz., Bombay, the Punjab, Madras and tho Central Provinces and Berar 
notified simultaneouely the flotation of 3 per cent. medium-dated loam of the aggre- 
gate value of Re. 7# crorea repayable a t  pnr on the 18th September 1955. Of this, 
Bombay issued Rs. 3,M) lakhs a t  Re. 98-8, the PunjabRs. 2 3  lakhs a t  Rs. 97, Mtrdrae 
Rs. 1,26 lakhe a t  Rs. 97-8 and the Ccntral Provinces and Bcrar Rs. GO lakhs a t  Rs. 97 
per cent. The object of the loans wa0 to make advance paymcnt of a part of the 
Provinces' consolidated debt to the Central Governxnent as under the Niemeyer 
Award. Tbe lists were open for subscription for one day only, i.e., the 18th September. 
The Bombay loan was over-subscribed whilo the other three loam were fully sub- 
scribed after t.he transfer of optiom from the Bombay loan and a call on the under- 
writers for the balance. 

57. Cornoli&& Debb Position o j  PrmOUtr~es.-Statement XVIII ~hows thc 
conmlidnted debt position of the British Indian Provinces a t  the end of the year 
undcr review. The total perrslancnt debt of the Provincca rose from Re. 23.04 orores 
in 1941-42 to Ha. 27 ~ 7 4  crores in 1942-43 in conveqiionce of thc loans floated during 
the ycar. 

The tot.al of dcht owed to the Central Governme~it showed a further decline 
of Ba. 6-68 crores from Rs. 118-49 crorcs in 1941-42 to Rs. 11 1 -61 croros in 1942-43 
mainly 8 s  n result of the advance payments m.ount.i~ig to Ils. 773.5 Iakhe made 
by thc Provirlcos (vide para 66) i11 retlpcct of their liabilities on account of 
thcir convoljdntcd delh to  the Ccntxe. 

VI. CAPITAL MARKETS, MONEY AND BANKING 
58. G'ovemmcd S m & k  Mark&--Statement XLX givesthe highest and lowest 

prices touched by represent,at.ive rupee securitiw of tho Government of India during 
1942-43 whilo St.atemcnt XX ~hows the highest,, lowest and average pricea during 
paoh monbh of the y w .  

The steadier trend of the gilt-edged market not.iced towards the close of 
1941-42 following the fixation by aovernmont of minimum prices, continued through 
thc year under review except for a telnporary set-back during the last week of Decem- 
ber when Calcutt,s had ~ p r s d i c  enemy air-raids. A feature of the market during 
the carlier park of the year wae the sustained inv~st~ment inquiry from inrrurance 
and trust companies. 34 per cent.. undated Paper w1Jch had olosod a t  RR. 88-1-0 
on the 31st &ch 1942 rose to Re. 91-1-0 by the end of May. The rates for Indian 
Port Trust and Municipal loans which had been dopreesed by fears of damage by 



enemy action also tended to improve on the onnouncement on the 6th June of the 
decision of the Central urld Provincial Govelnmeuts acting together to  stand behind 
these securities. Tho iRme of the 'i'hird Defence Loan 1951-64 had a favourable 
effect on market sentiment, and 3+ per cent. undated Paper rose from Rs.90-14-0 
on the eve of the ncw i s ~ ~ i e  to  H8.92 on the 4th July when the loan mas announced 
aud to Rs.93 on the 21st July. In  August, owing t o  developments in the internal 
political eituation, a quieter t,onc prevailed and busineas done was on a restricted 
scale. At this ~tago, with a view to protecting holders of Cfovernment, securities 
from the inconvenience arising fro111 unnecessary fluduatiom in market prices, 
which were generally well above the official rninimwn prices fixed, the Qovmment 
of India by sm order under the Defence of India Ruhe, k u e d  on the 2nd Septcniber, 
revieed the minimum prices for Central as well w Provinoial Government Securitiea 
fixed in M m h  1942. The table 1)clow shme the revised prices toogether with 
the previous day's closing quotntiona and the originel nlinilnum prices fixed by 
Government, 

Minimum price Mni~nnrn price Clming quota- 
CENTRAL GOVERNMENT tired by Govt. r e v i d  by tion on the 1st 

LOANS on 2nd March Qovt. on 2nd September 1942 
1942 September 1942 

34% R ~ ~ p e e  Paper (Non-terminable.). 
3% R u p  Paper (Non-tarmin- 

able) . . . . . . . . 
4% 1943 . . . . . . . . 
6% 1945.55 . . . . . . 
3% 1946 .. .. .. .. 
34% 1947-60 . . . . . 
21% 1948-52 .. .. . . 
4f" 1948-63 .. . . . . 
3$ 1949-52 . . . . . . 
4+% 1W-56  . . . . . . 

1964-69 . . . . . . 

4f%196B-G8 .. .. .. 

PROVINCIAL GOVERNMENT 
MANB 

6%U.P.1944 .. 
4%Pnnjab 1948 . . 
3% Punjab 1949 . . 
3% Ponjab 1962 . . 
3% U. P. 1952 . . 
3% W a s  1952 . . 

Minimum price 
fixed by &vt. 
on 14th March 

1942 

Re. a. p. 

Minimum prioe 
revlsed by 

@vt. on the 2nd 
Geptember 1M2 

Closi~lg quo&- 
tiou on the 

1st Geptember 
1942 

Rs. a. p. 

104 6 0 
104 12 0 
09 10 0 
98 10 0 
98 10 0 
98 10 0 
98 10 0 
85 10 0 
W 1 0  0 
88 10 0 
W O O  
B4 8 0 
92 12 u 
09 10 0 



It will be seen that the revlsed niiuima are in most cases higher than thoso 
fixed in March 1942. On the 28th November t h e e  securities, viz. ,  the 4 per cent. 
loan 1943, the 5 per cent. loan 1946-55 and tho 5 pcr ccnt. U.P. loan 1944 mere removed 
from the list in order to avoid periodical revision of their minimum prices as the~o  
eeourities are shortdated and thcir prices would in the ordinary course gradually 
decline t o ~ ~ a r d n  par with the approach of the date of maturity. Tho rcvieion of 
minimum prices etimulated t,he market and pricee resumed their upward trend. 
3) per cent. undatcd Pnpcr roso to Rs.94 on thc 16th September and remained 
trtetldy round that level until the 18th December when a temporary declino occurred 
nnd the prioe touched Rs.93-8-0 on the 28th December. It recovered to Rs.94 
by the beginning of January and contiuued at that level for the rest of the year. The 
terminable section followcd the trcnd of Rupcc Papcr, the closing pricen of motlt of 
the securities showing gaias ranging from R3.3 to Hs.7 as compared to  the previous 
year's closing prices. 

The Economic Adviser's index number of the prices of Government securities 
steadily advanccd from 109 -8  in March 1942 t.o 116 - 3  in Novcmbcr reccding to 116.1 
in March 1943. Caphl's  index of Government securities advanced from 93-0 
t o  99.4 between March l(M2 and March 1943. Prices had, however, not yet reached 
the average levcl of 1941-42. 

The table below gives the average face and market values of the rupee securi- 
ties of the Government of Indin for ench of the seven years 1936-37 to  1942-43. 

(In crom of rupees) 

Year 

( 1 )  

i~37-38 . . . .  
1938-38 . . . .  
1939-40 . . . .  
1939-40 . . . 

Five pre-war lnonthn 
bven war months 

1940-41 . . . .  
1941-42 . . . .  

April-Novem ber 
Dwember-Marcli 

1941-42 . . . .  
1942-43 . . . .  

Face Vdue Market Value Percentage of 

(1 ) (3) (3) to ( 2 )  

59. Irulz(stria2 ,Share Market.-Following the withdrawal on the 27th Marc11 
1942 by the authorities of the Bombay Stock Exchange of the minimum p r i o ~  
fixed in Dcccmber 1941 for 28 sharcs on the forward list, prices in the Bombay 
industrial share market assumed a downward trend, Tah Deferreds droppiug from 
Rs.1,625 on the 25th Mnrch to Rs.1,210 on thc 7th April. The announcement 
on thc 8th April of the Government scheme for insuring factories againet war risks 
had a favourable &e!t and prices dlowed a fair improvement which was further 
aseisted I)y thc rcmoval in May of t.hc restrictions on jobbing in sharcs on a cad 



basis, and, later, by tho decision of tho authorities to permit forward trading mbjmt 
to the condition that the purchases made for forward delivery were to  be tnkcn 
up or liqllidated on the due date and could not be oamcd forward. Tata Deferreds 
rose from Rs.1,210 on thc 7th April to Rs.1,650 on the 9th June, but fell back again 
to  Rs.1,382-8-0 on the 2nd July owing mainly to a general disinclination on the part 
of operators to  enter into co~llmitments in view of tho uncertain war situation. 
Thereafter the trend was generally upward until the 7th Auguat whcn, owing to  
dovelopments in the internal political situation, business was suspended, and al- 
bhough the market remained officially open no busi~ess wnrr transacted on the 
exchange except on a lew days for t,hc purpose of settling outstanding contracts. 
A fairly large volumc of business, however, was reported to have been taking place 
outside the ring on steadily rising rates. On the 19th November, following the deci- 
&ion of thc authorities allowing member broker8 to do businos~ ontside as well as 
inside the trading ring during working hours, truding was resumed, Tata Deferreds 
opening a t  Rs.1,670. They rose to Rs.1,790 on the 1st December and after a 
temporary decline to  n8.1,460 on the 23rd December, rose gradually until they 
touched Rs.2,095 on tho 9th March, but reacted to  Rs.1,822-8-0 by the end of the 
nlonth a result partly of the warning given by the Finance 3TenJ)er to epeculators 
in tho cotton markct ( vide para 10 ) and partly of a statement mnde by him that 
he was considering some suggestions towards offect.ing restriction of dividends. In 
consequence, the tone of the market remained subducd towards the end of the year. 

The index numbcrs of variable yield seonrit.ies for certain industries (1927- 
28=100) prepared in the Officc of Economic Adviser to the Governxnent of Inclia 
( Statcmcnt XXT ) showed an all-round riue during the year. The rim was rnost 
marked in cotton mill ~hares, the index number advancing from 102.0 in April 
1943 to 19601 in March 1943. The uncertain prospects of the jnto industry coupled 
with fears of possiblc euelny danger had n refitraining effect on the jute secttion of 
the market, the index number of &ares fluctuating round 50 during the first five 
montha of the year, thereafter advancing gradually to 59-5 in March 1945. Appre- 
hensions of enmy danger also had a dcprcssing effeat on the steel industry, and tho 
index number for iron and steel shares had rcachcd the lowest level of the wnr at 
the close of 1942. The prices appeared to show a fair recovery through the first 
eight months of the year under rcview but reghterd a  harp fall in December 1042 
with thc Japanese bombing of Calcutta. The average index nwnber of the iron and 
steel shares for 1942-43 wns 441 -6 agaillvt 504.3 in the preocding year. Tea, sugar, 
ccnlent and paper shares also continued to advance throughout the year. 

The general index of vnriablo yield wcuritiw (1927-28=100) improved appre- 
ciably from 119.6 in March 1942 to 149.2 in Novembcr, 143-7 in December and to 
162.8 in March 1943. The rise in the index nllmbor of fised yield induqtrial 
seourities was only slightly less marked lrom 131.2 in Mamh 1942 (130-4 in April) 
to 153.5 in December and 167.1 in March 1943. Caphl's combined Index of 
Variable Yield Securities advanced from 140.0 in March 1942 and 137.G in April 
1942 to 184.1 in March 1943, while its Index of Prefcrcnco Shares increased from 
105.2 in March and 101-4 in April 1942 to 116.2 in March 1943. A glance a t  the 
8tntement. however, ehows that dt.hough the riso in prices of industrial securities 
was fairly marked during the ywr, the index numbers of fixed yield securities did 
not attain the level lllsintained for over a ywr up to February 1942, while thc index of 
variable yields eourities crossed the peak level of Novembcr 1941 only in January 1943. 



60. Money Rates and C0ndith.s.-Bank rat- remained unchanged during 
the year 1942, the only notable exception being the United States of America. 
In  the United States all the Federal Reaerve Banks reduced their rate for 
discount of or advances secured by an United Ststea Government obligatiom 
maturing or callable within one year from 1 per cent. to per cent. in October 1942 ; 
the rate for discount or advances in respect of other direct obligatiom of the United 
States or eligible paper, however, remained unaltered a t  1 per cent. The average of 
daily rates of the twelve Pederal Reserve Banks had earlier declined from 1-21 per 
cent. to 1 per cent. in April 1942. The Bank of Portugal which had lowered its rate 
from 3 to 4 per cent. on the 31st March 1941, effected s further reduction to 34 
per cent. on the 3rd hptember 1942. In the United Kingdom money conditions 
continued to be eaay throughout the year. Day-to-day loam were available at 
4 per cent. while the average of the British Government Treasury Bill rates 
during 1942-43 moved within narrow limits, the minimum and maximum being 
0.98 and 1-03 per cent. respectively. The rate for the three months' commercial 
paper (bank bills) remained as in the past year a t  1.03 per cent. 

Statement XXII gives various money rates in India aa on the first day of 
each month of the year under report. Easy money conditions continued to  prevail 
throughout the year as in the previous year with the inter-bank call money rate 
in Calcutta and Bombay unaltered a t  4 and per cent. respectively except for 
brief periods towards the beginning and the close of the financial year. The call 
rate advanced to 1 per cent. in the middle of April 1942, and was quoted around 
3 per cent. in March 1943 though it dropped to a per cent. again a t  the close of the 
year. The three months' fixed deposit rate was at its highest during the h t  two 
months of the year, when it fluctuated between 1 and 4 per cent. and later gradually 
declined to a lower range between f and # per cent. during the slack season. The 
onset of the busy season again brought about a rise in the rate from 2 to 1 per 
cent. in February 1943 as a resldt of greater demand for funds, particularly for 
financing the movements of cotton and of certain essential grains. The six months' 
rate moved more or l ea  in a parallel manner between 1 and 1) per cent. in the busy 
season declining to Q to 1 per cent. in the slack season. The twelve months' rate 
after ruling a t  rr higher level from 19 to 2 per cent. during the first two months 
ranged between 14 to 12 per cent. during the remainder of the year. 

The unusual phenomenon of the continued prevalence of easy money under 
conditions of general scarcity and rising prices of commodities, services and shares 
resulted in the main from the large accretions to the cash resources of the community 
through the excess Governmental disbursements, the accompanying abundance of 
available short-term funds in the face of restricted avenues of investment and 
the maintenance of a low rate for Government borrowings. 

61. Consolidated Position of Schedvled Bank-Statement XXIII shows 
the consolidated position of scheduled banks in India (excluding Burma) during 
the year under review. The noticeable features of the Statement are a considerable 
and continuous increaae over the year in the demand liabilities of banks; a slight 
decline in the average time liabilities as compared with the previous year, though 
the trend was upward during the year ; an appreciable rise in the banks' cash and 
balances with the Reserve Bank, and s drop in the average amount of loans and 
advance and bills dlcounted, with presumably a large increase in investments, 



particularly in Government securities. Altogether these changea in the composition 
of the assets and liabilities of the banking system, which had already been in evidence 
generally since the war, were further intensified during the year under review and 
reflected the growing impact of wartime econonlic conditions. 

The monthly average of demand liabilities of echeduled banks which amounted 
to Rs.221.78 crores in March 1942 recorded a steady and coneistent increase every 
week and stood a t  Rs.372.32 crores in March 1943. Time liabilities though lower 
on the average than in the previoue year, were also on the upward grade and stood 
at Rs.121.28 crores a t  the end of the year as compared with Rs.100.38 crores at 
the close of 1941-42. The average ratio of demand to time liabilities was 3 : 1 
against 2 : 1 in the previous year. The average cash holdings of banka including 
balances with the Reserve Bank of India were as high as Rs.68.70 crores or 16.73 
per cent. of their demand and time liabilities as compared with Rs.46.62 crores 
or 14.58 per cent. in 1941-42. The average of loane and advances including bills 
discounted fell from Rs.125-13 crores or 39-23 per cent. of the deposit liabilities 
to Rs.97-86 crores or 23.83 per cent. although there was a distinct improvement 
in advances made towards the close of the financial year. 

62. CIean'ng Home Slatistics.-Statement XXIV shows the amount of 
cheques cleared through the more important clearing houses in India and Burma 
since 1918-19 while Statement XXV gives the monthly figures of the number 
and amount of cheques cleared in 1942-43 in India alone. It may be observed 
that while the total number of chequee cleared declined from 1,63 lakhs in 1941-42 
to 1,40 lakhs in 1942-43, the amount of such chequee a t  Rs.28-16 crores was appre- 
ciably higher than Rs.26.75 crores last year. The index numbem of the amount of 
cheque clearings during the last four years with the pre-war year 1938-39 as base are 
117 -3, 107.2, 140.0 and 148.7 respectively. A noticeable feature, however, is 
that both Calcutta and Madras showed a decline in the number as well as the 
amount of cheques cleared, presumably as a result of the adverse effects on 
bueiness activity of the poasible danger of enemy attacks. 

63. Internal Remittances.-Statement XXVI shows remittances during the 
year by telegraphic transfers both issued and encashed at the offices and branches of 
the Reserve Bank of India according to circles. Statement XXVII gives the 
transfers of funds by demand drafts through the Imperial Bank of India on their 
own account. Statement XXVIII shows the share of the general public, the 
scheduled and non-scheduled banks, the co-operative b a n b  and societies and othere 
in the remittances by telegraphic transfers, drafts and mail transfers effected 
between the Reserve Bank of India, and the Imperial Bank of India and Treasury 
Agencies together under the new soheme of remittance facilities introduced in 
October 1940. 

The total telegraphic transfers during 194243 issued as well as encashed at 
the offices of the Reserve Bank of India rose from Rs.356.74 crores last year to 
Rs.643.73 crores in 1942-43. Calcutta and Bombay together accounted for 
Rs.566.37 crores or 86.3 per cent. of the total transfers issued, almost the entire 
increase of Rs.287.99 crores in remittances during the year being contributed by 
Calcutta (Rs.218.44 crores) and Bombay (Rs.64.90 orores). 



The total amount of transfern effected between the Reserve Bank of India and 
the Imperial Bank of India and Treasury Agencies during the first half of 1942-43 
stood at Rs.311.75 crores and during the second half a t  Rs.474.45 crores as com- 
pared with Rs.251-43 crores and Rs.278.63 crorcs during the corresponding periods 
last year. Drafts and mail transfers amounted to Rs.279.9 crores during 1942-43, 
constituting 35.6 per cent. of the total remittances as agaimt Rs.171.48 crores, 
or 32.4 per cent. of the total remittances in the previous year. 

64. Reserve Bank of India-Banking Depart&.-8tatement XXIX shows 
the liabilities and assets of the Banking Department of the Reserve Bank of India 
as on the last Friday of each month during the year along with their annual averages 
for the seven years 1935-36 to 1942-43. 

The greater liquidity of the banking system during the year is reflected in 
the rise of the average deposits of banks with the Reserve Bank of India from 
Rs.37-73 crores in 1941-42 to Rs.57.36 crores in 1942-43. The minimum and 
maximum deposits during the year stood higher at Rs.40.85 crores on the 17th 
April and Rs.70.81 crores on the 30th October respectively as against the corres- 
ponding figures in 1941-42 of Rs.24.64 crores on the 11th April and Rs.50.81 crores 
on the 31st October. The balances, which amounted to Rs.42 ~ 0 3  crores on the 27th 
March 1942, rose almost continuously to their peak level of Rs.70.81 crores a t  
the end of October, after which owing partly to the seasonal trade demand for 
funds, they began to decline and stood a t  Rs.47.01 crores a t  the close of the 
year. 

The deposite of Governments with the Reserve Bank were also higher on 
an average during the year amounting to Rs.21.09 crores as compared with Rs.17.60 
crores in 1941-42 and stood at the record figure of Rs.40.56 crores on the 26th 
February 1943. Owing to the considerable scale of receipts and disbursements 
of the Central Government, wide fluctuations in their deposits from week to week 
were noticeable, the highest and lowest balances being Rs.29.12 crores and Rs.4.34 
crores on the 26th February 1943 and the 24th April 1942 respectively. 

On the aseeta side, the average cash balances declined further from Re.12.35 
crores last year to  Rs.11.92 crores while balances held abroad representing cash and 
short-term investments in sterling securities rose sharply from Rs.46.08 crores to 
Rs.76.11 crores on an average. The increase represented the excess of receipts 
of sterling from the Government over the transfers to the Issue Department as 
cover for increase in the note issue. The average of loans and advances to Govern- 
ments declined from Rs.4.09 crores to Rs.l.49 crores, the highest amount under 
this head being Rs.ll.67 crores in April 1942. The average investments of the 
Banking Department went down from Rs.8.96 crores to Rs.7.12 crores during the 
course of the year. 

65. Reserve Bank of I~ldia-Issue Department.-Statement XXX shows 
tho liabilities and aasets of the Issue Department of the Reserve Bank of India 
as on the last Priday of each month of the year together with their annual averages 
aince the commencement of the operations of the Bank iu 1935, while Statement 
XXXI gives weekly (Friday) figures in respect of those for 1942-43. Statement 
XXXII shows notes in circulation in India and Burma as on the last Friday of each 
month since April 1937. 



The year under review witnessed a record expansion in the note issue. Notes 
in circulation (excluding Burma notcs) rww by Rn.261.85 crores or 68.6 per cent. 
from Hs.381.73 crorcn on the 27th March 1942 to Rs.643-58 crores on the 26th 
March 1943. Tot.al notes hsucd trtood a t  RY.655.11 crorcs a t  the end of 1942-43 
as con~pared with Ra.392-72 crorcs a t  the end of the previou~ year showing 
an increase of 66.8 pcr cant. Following the Japanese occupation of Burma, the 
Bank was relieved 01 its liabilities in regard to the Burma note isauc and the corrcs- 
ponding &wets vnlucd u t  Ra.28.73 crores were trarwfern!d to the Governnlent of 
India (vide Go~ernment of India co~lllnullique dated the 6th June 1943). 

On thc a w t s  8ide gold coin and hullion couthued etationary at Rs.44-42 
crores, their pcrccntagc to total notes issued falling further during tho year from 
10.83 to 6.78. The valuation of the gold holdings continued to be based on the 
statutory rate of Rs.21-3-10 per tola while the market rate for gold stood on tho 
26th March a t  Rs.70-10-0 us compared with Hs.S2-8-0 e ycar earlier. As a result 
of the riaing mar expenditure inc:urrcd by the Government of India on behidf of 
Hiu M~~jc~ty'u and other Allied Govemmonts for which payments are made in ster- 
ling, the Bank's holdings of sterling securities continued to mount, increasing from 
Ru.212.85 croreH ou the 27th hInrch 1'343 t o  Rs.412-83 crores on the 1st January 
1'383. Owing to the rcpalriation of tllc 34 per c a t .  India Sterling Stock, thoy 
dcclind to Rs.345-83 crorea on the 8th January but nbse to Rs.421.71 crores again 
a t  the close of the ycnr. The percentage of sterling balances t o  total notc-iesue 
stood at  64.37 aL the end of tho ycsr cornpared with 51-91 at the end of 1941-42. 
Thc percentage of gold and sterling sccuritiw together wluch stood a t  61.10 near 
the end of March 1942, rosc to 77.27 on the 1st January 1943 and was 71.15 towards 
the close ol the year. Mainly as n rcsult, of the creation of ad hoc treasury bills in 
connection with the Sterling Loan repatriated, rupe securities held in tlie Issue 
Department raw to 194.36 crorea on the 8th January but were lower at 174.47 
crores on the 26Lh March 1943. Thc nmo~~nt  of rupee coin including Government 
of India ono r u p e  notes, which rose from Rs.27-53 crorev in March 1942 to Rs.30.97 
crores on tho 10th April, declined thereafter as a result of increaeed demand, and 
ieaues to the public. Thc amount was a t  the lowest a t  Rs.l!A-O6 croree on the 
15th January 1943 and stood slightly higher at Rs.14-51 crores a t  the end of tho 
year. 

VII* CURRENCY 
A. CIRCULATTON AND ABSORPTLON 

66. Cir&ion and Bbsmplion of Notes.--Stntoment XXXIII ahowa tho 
total notea including bank notes iwued and in circulation sinco thc quinquennium 
ended 1913-14 together with thc pcrcentclge rise or fall 111 the active circulation at 
the cnd of each year an well as the ovcragc for the year. Burma notes have h c n  
shown scparatcly since 1937-98 in the Statement and are cxcludcd in the comments 
helow. The year undor rcvicw witnessed n very considerable expamion in note 
circulation. The atnowit of notes legal tender in India stood a t  Rs.655.11 crorw 
at  the end of 1942-43 as cornpared with Rs.392.71 crores a t  thc cnd of the pre- 
vious year and the avcrngc circulation for the year was Rs.613.44 crores as 
against Rs.287-48 crores during 1941-42. Thc activc circulation increased from 



Ha.381.73 crorea a t  the end of 1941-42 to Rs.643.68 crores a t  the close of 
1942-43. The year nnder review thue recorded the maximum rate of annual 
increase in note circulation during the war, viz., 69 per cent. aa against the previoue 
record increese of 59 per cent. in 1941-42. Of the total absorption of R3.474.18 
crores of notes since September 1939, when the active circulation of notes legal 
tender in India h o d  at Rs.169.40 crores, the year under review accounted for 
Rs.261-86 crorcs or 56 per cent. 

The year 1942-43 was characterised by the unusual feature of a net absorption 
of notea during aU the months of the year. The average monthly absorption dutiug 
1942-43 amounted to Rs.21.82 crorea aa against Rs.ll.77 crores for 1941-42, 
Rs.1-29 crores for 1940-41 and Re.3.90 crores for 1939-40. The maximum and 
minimum absorption nt b.32.13 crores and Rs.7.81 croros occurred during April 
and July 1942 respectively, the latter month having the only two weeb of the 
year, namely 11th to 24th July 1942, with n total net return of notes amollnting 
to Rs. 1-22 crores. The second half of tho year coinciding generally with the buay 
season showed a larger abeorption a t  Rs.150.99 crores as conlparcd with Rs.110-86 
crorea during thc firat half. 

The absorption of tho lteserve Bank of Indiatwo rupee notea (vide paragraph 74) 
which were h u e d  early in Febniary 1943 with a view to relieving thegrowing demand 
for rupee coin including the Govermnent of India one rupee notes amounted to 
Ra.1,40 lakhe by the end of the year. Thcy were put into circulation in four Circles, 
namely Bombay, Lahore, Cawnpore and Calcutta, the respectivc absorption in these 
Circles being lts.66 lakhe, Rs.32 l a b ,  Rs.21 lakhs ltrd Rs.21 lakhs. 

67. Absorpth of Rupee Coin (inchdin9 Gmmnment of India One-Rupee 
Notes).--Aa in respect of notes, the llrrgcst amount of rnpee coin absorbed eo far 
during the war, was in 1942-43. The net absorption during the year axnountad 
to Rs.44.97 crores as against R8.7.18 crores only during 1941-42 and compared 
with the total absorption of Re.104.91 croree since tho war and the maximum annual 
absorption during the last war of Re.46.02 crores. Excepting during two months 
of the year, wiz., June and July when there was a return of H9.3.77 crores, the 
absorption of rupee coin continued throughout the year, particularly during the latter 
half when ae much aa Rs.42-15 croros were added to circulation. Apart from the 
increasing wartime noeds and busy season rcquiremenb, this large net abeorption 
was affected by the slowing down in the rate of return of thc ntandard rupee coin after 
October 1942 as a result of the rive in the price of silver above the melting point for 
this coin. 

To meet the increasing requirements of rupees the Bank received from the Qov- 
ernment of India on seven diflerent occasions Rs.36 crorea in all under Section 36 of 
the Reserve Bank of India Act aa amended in July 1940 against cancel1ations of 
ad ~ J C  treasury b i b  and credit to Central Ctovernrnent. 

68. A b 8 q t w n  of SmaUCoin.--Statement XXXTV shows the annual absorption 
of amall goin by denominatiom for each of the years 1919-20 to 1942-43 and the 
average annual absorption for the last war and pre-war quinquennium. During 
the year nnder report there was an unprecedented demand in respect of each denomi- 
llation of small coin. The total absorption in India, excluding Burma, during 
the year amounted to  Rs.11-64 crores, which was 148 per cent. greater than the 
previous record absorption of Rs.4.69 croree in 1941-42 and nearly equalled the total 



abeorption in India and Burma at Rn. 11.98 croree during the preceding 31 months of 
war from EJeptember 1939 to March 1942. Excludmg the absorption of silver half 
mpea coin a t  RB. 3-82 mores, the net issue of the remaining denomhatiom of small 
coin during the year amounted to Re. 7.82 crorcs which cornpama with the total 
abeorption of Re. 6.11 crorea during the entiro period of the lest war. 

The following table gives the absorption of small coin by denominations during 
the war aa comparcd with tho pre-war year 1938-39. 

(In lakhs of m p w )  

Total Silver Coins.. - 3 + 97 -I- 1.20 $2,G6 +2.86 +6,70 +13,40 

NICKEL 
4onnss  .. .. - 4 f 8 + 15 
2 ,, .. .. 3- 4 + 4 O  $ 6 8  
1 snna .. .. + (I + 61 + 153 
4 1. .. .. .. . . . . 
Total Nickel Coins.. f 6 + 1,08 4- 1,26 

COPPER 
Pice .. .. $ 1 4  + 2 1  + 1 6  
Half Pico . . . . + 1 + 1 + 1 
P i e F i w s . .  .. + I + 1 + 1 

* Excluding Homo for February and March 1042 
t Excluding Burma 

Silvcr accounted for 58.3 per cent., nickel for 40.5 per cent., and copper for 
1.2 per ccnt. of tho totaI absorption daring the year, the correapondq parccntsgea 
for the previoue year being b7 -4,  36.7 and 5-9  respectively. The markod decline 
in tho issues of copper wee sought to be made up by putting into cimulation larger 
arnounta of nickel half annaa whose absorption during 1N2-43 amounted to Rs. 57 
lakhs. 

The isaues of small coin in different Circles during the year under review are 
shown in the table below : 

(In thou~ndr  of rupca)  

Cimle 1041.42 1849-43 Percentage 
I n o r e ~ s  

Bombay . . . . . . . . 1,38.38 
Cslcutb . . . . . . . . 1,68,&2 
Campore . . . . . . . . 62.22 
Krrtwhi . . . . . . . . 10,34 
Lshore . . . . . . . . 35,71 
U n h  . . . . . . . . 53,34 ----- 

Total . . 4,68,61 -- 



The unprecedented increase in tbe demand ww reflected in t,hc record issueu 
made but although the dcmanti eve11 during the first hnIf of 1941-42 was a t  a higher 
levcl than during the corresponding period of any previous year no dficudty was 
experienced in mccting it and thcre wm no indication that i t  would outstrip the 
~11pplie~ available until t,hc lntker half of the year. Sign8 of ti ecarcity first appeared 
in Calcutta about Ailgust 1942, p~trumably a~ a result ol the pcople insisting on carry- 
ing larger amounts of cnsh as a mqult of panic conditiom. Thc shortage wa9 felt 
especially in thc lower denominations, morc particularly in the single pice, and in 
this c&ge i t  k ~robablo that the ecnroitv was acccntnsted on account of the s t e c ~  rise 
in the price oiwpper and the prospcc; of the rneItiag of copper coin becxmiui pro- 
fitable. Lntcr the shortage spread to ot,hcr park of thc country and thc peak was 
reached during the n1ont.h of Novernbcr when the maximum monthly arnolut of 
Rs. 1,64,82,000 mas absorbed. While it wo111lld be diacult to aecribe thc scarcity to 
any particular cause, i t  may be gcncrally mid to have ljeen duc to the larger amount 
of rmh requircd to sustain t.he greatly incrcdued volumc of currency in circulation 
and thc increased tompo of economic and othcr (including d t a r y )  act.ivity as a re- 
sult of war conditions. Such increased activity rieccssnrily involved a large increasc 
in the volume of t,rnnsactions requiring thc oee of &mall win on account of the 
increase in the volumc of trade, thc larger employment of labour, the requircmcnte 
of Govemmcnt for military payments c t . .  I t  wou~ld a l ~ o  mem that the scarcity was 
accentuated by hoarding attributable principally to irrational fears of shortage, which, 
because they coincided wit.h the approach of the busy s w o n ,  aggravated any normal 
deficiency that may have eldeted a t  the beginning of that pcriod. Long queues of 
people continued to beseigc the Bank's count,ers particularly st Calcutta and Bombay, 
the crowds numbering over 15,000 a clay a t  the latter placc during the perid of maxi- 
mum rush in Novernbcr deapite the ievue of small chauge for owr  a bkh of nlpees 
daily a t  each of the two lssucs had to bc rcatiicted with reference &the 
stocks available a t  Currency Offices particularly as t-herc was little return of coin 
from circulation. All attempts mcre, however, made to lncct RR far as possible in 
full the demands of c.sscnt,isl services while thc requirements of bsrrks, mills, 
finne and other employers of labour including thosc cngageti in war work werc 
aettlecl after cons~dtation with them. To mcct the dearth of. lower denominations 
of small coin, particularly the bronze coin, scmi-public and private institutions 
such aa tramway companies ancl occnsionally buminea~ houses and hotels issucd 
their own coupons of ~t~riourr denominntions of small chauge in places liko 
Calcutta and ~ o m b a ~  while t-he nsc of postagc stamps was rcsckted 6 in certain 

Tn cope with this abnor~nnl situation, t,Iw output at the Calcutta ant1 Bombay 
Minta was stepped up rand by Dcccmher 1942 t,ht? two Mi11t.s wpre turning out srnall 
coin a t  tbc rate of 72 million pieccs s tnonth as compared with a monthly avcragc 
of 16 million only in Anhut 1939 and 64 million in April 1942. The output 
was further increased by working an additional shift a t  the Calcutta Mint as from 
January 1943-which for technical reasons it had nol beenpossi1)le tointroduce earlier 
a t  t>hat Mint --and by the end of Mnrch 1043, thc mintage had ritien to 136 million 
piecca n ~nonth or hy 82) per cent. over thc oiitput in Dccernher 194'2 and by I62 pcr 
cent. ovcr the output in April 1942. A f~uthcr 30 million monthly will be added to 
this large olltput with the opening of r i  new Mint at Lahore in Ai~guet 1943. The 
total mintage during the year amounted to 963 million pieces accounting for 40 per 
cent. of the entire output of small coin during the war. 



!Che Government i~qued a nan~bcr of conlmuniquea with a view to allaying 
pubGc apprehensions and cmphaqising the evils of hoarding. The local Q o v m m c n ~  
wcre rcqucatcd to take steps Lo bring into action the provisions of claulso (1)) of Rule 
90(2) of the Defence of India R I I ~ ~ R  which pcnaliscd cxccssivc acquisition of small 
coin. Further by notificntions im~icd on the 11 t.h January, theae off ences were mado 
triable by summary procedure in order to facilitate tlpeedy punishmcnt of hoarders. 
A number of prosecutione were ~ i i m . s f ~ ~ l l y  instit.utcd with a view to bringing offen- 
ders to book. Ry n notification dated the 17th April 1943, posst,ssion of small coin 
in excess of pcrsonal or business requirenlents was made a penal offc~~ce, by the 
addition of chuse (E) to ltule %)(a) of the Dcfence of India Rules, thua making 
excessive possession  at^ well a5 acqni3ition punishable by law. As a reault of these 
memures and the larger supplics madc nvailablc by the Minta, the sit.untion had 
subwtantitllly improved by the end ol the year. 

69. Total Absorption of Cuwc?tcy.-- Statcmcnt XXXV givcs the annual abaorp-. 
tion of notes, nrp,w and small coin since 1914-15. Statement XXXVI gives RimiIar 
figurea on a monthly basis for 1942-43 and 1941-42. The totrzl absorption of currency 
including slnall coin during the year amounted to Rs.318.46 crores being nearly 
double the previous record absorption of Rs.164.64 crores in respect of India and 
Burma in 1941-42 and oxcocding the total absorption of Rs.199 crores during thc 
entire period of thc last war between 1914-15 and 1918-1 9 by 60 pcr ccnt. ns also sur- 
passing tho absorption of Rs.283-0 croreR during the prcccding three years of t.he 
present war from 1939-40 to 1941-42. 

70. Wartime Absorptiora of C.unency.-The following table gives the wartime 
absorption of currency since Septen~lwr 1939 :- 

(In lrkhs of rupee~) 

Notes Rupea Smell Coin Total 

8ept. 1039 to Marc11 1940 . . . . 59,80 1 !1,5:4 2,64 81 ,&I 
April 1940 to biirrch I941 . . . . 19,I l  33,23 4,28 66,62 
,, 1941Lo ,, 1'942 .. .. 152,M 7,1 8 5,o6t 164,tM 
,. 1942 to ,, 1!)43* . . . . 261 ,%5 44,97 11,64 31X,46 -- - --------- 

493,02 104,91 23,62 621.55 

t Excllrding Blirmo for Fehrunrp and Maroh 1042. 

Excluding Burma. 

Three graphs accompany &owing the wmthne absorpt.ion of currency. The 
p p h  at pngc 600 iis a linear diagram and compares the nionthlly tlb~orpt~ion (on a 
wccMy basis) of total legal tender currency doring thc war ycnrs 1939-40 to 1942-43 
with the pre-war year 1938-39. Another grnph a t  prrgc Gob shows absorption during 
theme years scpanztcly for (i) notes, (ii) rupees sud (did) small coin. The lincar 
diagram in the graph a t  page 60c shows the progeewi\-e absorption of notes, rupees 
and small coin ainm the beginning of thc war. Absorption month by month for the 
entire period of the war, of notes, rupees and small coin separably is depicted in the 
bar diagram of t b  graph. 
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As in the last year, the further heavy addition to the circulation of lcgal tender 
currency of all kin& during the year resulted largely from the increasing volume of 
sterling receipts on account of supplies of war materiala and servicea to His Majesty's 
and other Allicd Governments, for which payments were made here in Indian currency. 
In particular, larger employment and more wage payments, highcr rctaiI spending 
and more cash hoarding arking from the percolation of much of the i n c r d  monetary 
circ~dation to rural arcas with inadcquatc bnnking fncilitie~ account for the consider- 
able measure of increase in note circulation. 

71. Seasonal Absorptiola and -urn.--Statement XXXVII and the graph a t  
pagc 61n show the seaso~ml absorption and return of noha and nzpee coin 
for each of the 23 ycars from 1920-21 to 1942-43. The volume of currency i n ,  
circulation ordinarily reflects the incidence of tho busy and slack seasons, rising 
and falling with their alternation. Owing to the abnormal conditions crcabd 
by the war, howcvcr, thc scasonal ebb and flow of currency has been overborne 
by the rising general trend of circulation, with the result that except for three 
weeh the whole of 1942-43 was a period of continuous absorption. 

72. Note Circulation and Demand Deposib.-It is interesting to compare the 
wnrtimc cxpamion in note circulation with the changes in scheduled banks' deposits 
as given below :- 

Sept. 1939 

to 1040-41 Apr. to Oct. to Apr. to Oct. to 
Mar. 1940 Supt. Mar. Sept. Mar. 

Note circulation at the end of 
period . . . . . . . . 225 241 270 388 408 AJ i 

Incmsso daring tho period . . + 63 f 16 + 29 +118 3-110 +153 

Demand Dspoaita at  the end of 
period . . . . . . . . 143 172 209 227 318 370 

Increase during the period . . + D + 20 -+ 37 +18 + 91 $ 52 

The haIf-yearly kures  lor the lsst two years mggwt that underlying the 
general upward trend in monetary circulation there is a greater relativo incrcssc 
of demand deposits during the first half of tho year, which corresponds to  the slack 
~eason in trade, and a lager expansion of note circulation than of deposits in the 
~eoond half which corresponds generally to busy season oonditions. The above 
figures (and the relative indices of note circulation and demand deposits given in 
para 3), also indicste that, although the increase in demand deposits has 
throughout becn generally smaller than in the note circulation, the rate of expansion 





of demand deposits during the year under review was markedly greater than in the 
previoue year. This tleems to reflect partly the ilriprovement in the general state 
of confidence with the turn in thc war situation and, to  some extent, also the increased 
relative inactivity of monetary circulation as a whole. Evidence of thie fact is 
furninhed by the following comparative figures of the increasein t . 1 ~  demand dep0sit.s 
of ~cheduled banke and bank clearinge in India. 

Avemge demand Total Clearing Nnmbr of 
Period Liibilitiee of Indic~l Home Indicer timm 

Scheduled Banb Returnn 4to2 

It is not possible to determine accurately the turnover of bank depoeite in 
India since the clearing house returns may not be compared directly with the state- 
ment of demand liabilities of scheduled banks ; the former include cheques oleaxed 
on account of other than scheduled banks as well. A comparison from one perid 
to another of the ratio of clearings to scheduled bank liabilities, however, furnishes 
an approximate and general idea of the change in the activity of bank deposits. 
It appears from t.be indices that upto 194142 clearings had increased by 33 per cent. 
only all agaimt an increaee of 63 per oent. in demand liabilities, and the ratio of the 
former to  the lattcr had declined from 16.6 in 1938-39 (16.7 in 1939-40) to 12.7. 
During 1942-43 the index of clearings advanced by 11 points only against an increase 
of 84points in the index of dernand liabilities. The multiple of clearings to  deposits, 
therefore, declined steeply to 9.1 during thc year. This reflects a substantial fall 
in the velocity of circulation of hank money, and ~ugeests somc decline in t.he 
activity of note circulation as well. 

73. Etlccls1~rnneti.l ofl'oreiy-n Circle Nola.--Statement XXXVIII shows the encaah- 
I K A ~ I A ~  of foreign circlc ~ ~ o t e s  j1119112-43. Tha total e~lcutrhnle~lts amounted t.o Rs.16 -36 
crores includmg He. 100 only in respect of Rangoon circle as against Rs.16-58 croree 
in 1'341-42. The  light fall iu the amount of encsuhmente during a period of rapid 
expansion in notc circilllttion nncl the moncy volumo of busincss wtivity reflected 
the cont,inued decline in the use of notes as a tnedium of remittance. 



74. Chungc.9 in tlw: form of N&s.-A bank note of the denomination of RY. 2 
was hued by the Bank during the year in tcrmn of the provieions of Section 24 of 
the Reserve Bank of India Act. The notes were first issued from Bombay on the 
1st Fobrnary 1983. They measure 41 " x 2)" in size. There was no othcr change 
in respect of any denomination or pattern of nota  during the year under review. 

With a vicw to restricting the negotiability of notes inscribed with political 
slogans or messagee, the Government of India istrned an Ordinance No. LIX of 1942, 
dated the 31at October, which deprives such notea of their legal tender charactor. 
Under the proviso to the Ordinance, however, the Reserve I3nt~k i n  authorised to 
refund in its diacrction, an an w t  of grace, the whole or part of the valuo of such 
defaced notes. 

Under the Inclim Penal Code (Amenh~ent) Act, 1943, the making or wo of 
documents resemblhg currency notes or 1)ank notes is mado p~miehable by law with 
effect from the 26th March 1943. 

76. E ~ 1 i ) r m . t  of B u m  Notes.-In January 1912 the Offices of the Reservc 
Bank of India were authorieed to encesh Burma note8 a t  a discotint of one half of one 
per cent. with a minimum of annas eight per tender, and a press communiqi~e regard- 
ing this was h u e d  by the Bank on thc 3rd January 1942. Subsequently the branches 
of the Imperial 13an.k of Lidia and the Trensurics in Anssm, Bengal and Mtcdrss mere 
an thor id  to  e n c d  Burma uotes on the same terma in odor to enable the Burma 
refi~geos to rcalise tho value of these notes without ciifficudty. l'he rate of diwount 
for Burma notes was also reduced to 4 annaH per cent. with s minimum of annas 4 
per tender. Later the arrangement was extendcd to  thc Trea~turie~ and sub-treasuries 
in the United Provinces. 

Under the Burma Notes Ordinance data3 the 6th June 1942, the Bank waa 
prohibited from making payment of Burma noteuoxc~pt with the authorisation of the 
Government of India, though encashment of Burma notes was to continnc as bcfore, 
the Bank acting as agents of the Government, of India. Following the Ordinance 
the public were dvised in the Finance Deprrrtmc~lt Prem Cornunique dated the 
20th Jnnc 1942 that the encasbent of Brulna notes at all branches of the Imperial 
Bank of India would oontinuo only till the 14th July 1942, and thereafter the abovo 
facilities were rdricted for genuine refugces only to the Dibrugarh and Shillong 
branches of the Imperial Bank, certain upocificd Treasuries in Assam and Bengd, 
nnd Calcutta, Cawnyore and Mabaa offices of tho Rcscrvc Bank. The import of 
Burnla notes by air from Chins was totally prohibited by tho Govcrnrncnt of India 
with effect from the le t  A u p t  1942. In view of the reasonable notice which had 
already been given to all genuine holdors in India for the encashment of Burma 
notca and to obviate the risk of notes coming through undesirable channels, it was 
decided that after the 31st A u p t  1942, Bunna notes would not ba acccpted for encsuh- 
ment anywhere in India unlaqs the posnemion of such notea had been duly vouched 
for by a rceponsible police o5cer of the rrtatus of District Superintendent or a District 
Officer. Arrangements havc been made for the encashmc.nt of such notes as may be 



brought in by genuine evacueea from Burms after that date. Refugee Officere at 
certain centres in Assam are al~thorisetl to encssh B ~ m a  notee upto the limit of 
Rs.1,000 for each person, while refugccs presenting notes for higher amounts arc 
granted certificates for b m  f& pomession for s u m  in excoaq of Rs.1,000 which 
would enable them to encash tho~c notee a t  any of thc following places :- 

(1) A11 Offices of the Roserve Bank of India, 
(2) Imperial Bank of India branches st Dibrugarh and 8hillong and 
(3) Silcbr, Imphal, Dimapur, Aijal, Kohimo, Cauhati and Margharita 

Treasuries in haam. 
me total amount of Burma noteR cncaahed during t-ho year 1941-42 and 

1942-43 is given below : 

(1) 1941-42 (Enceshment made only after the 5th January 
1942) . . . . . . . . . . . . . . Rs.1,05,39,780 

(2) 194243 . . . . . . . . . . . . . . Rs.6,29,20,095 
The one rupee notos in circulation in Burma are the same os the Government 

of India one n l p c  notes and are lcgd tender in India. 

76. Cirmliation of Notes by Dminatiom.-Statement XXXIX shows the 
relative popularity of the difforcnt denominations of notes. The Government of 
India one rupee notes which are being issued since July 1940 are not included in the 
Statement as these are regarded as rupee coin for all purposcs of the Bank. The 
Hs.10,000 denolnination has also been excluded as it is seldom used excopt by Lanke 
for making large adjurrting paymcnte. Notes of all denominations excepting the 
Rs.!5fi, issues of which further declined from Rs.51 lakhs to Rs.46 l&s, conlributed 
in a greater or less degree to the unusual expnnsion of paper currency during the 
year. A progressive decline since 1939 is noticcablc in the relative proportion of 
notes of Hs.10 denomination which fomled 37.4 per cant. of the circulation in 1942 
ns against 39.7 por c a t .  irk 1941. Thew is 8 corresponding increase, on the other 
hand, in the percentsgc of Rs.100 and Rs.1,000 notes from 33.3 to 34.8 and 
8-3 to 9.3 respectively. Altogether, the relative proportion of Rs.6 and Rs.10 
notes cleclincd between 1939 and 1942 from 61.3 to 5.5-7 per cent., wbilc that of 
Rs.100 and Ra.1,000 notes went np from 37 to 44.1 por cent. The altering dcno- 
minational composition of the note circulation appears to reflcct a decline in the 
velocity of circulation of notes, since the larger denominntione are presuably 
preferred for holding inactive reservcs by banks, other companies and individuals. 

77. Li/e of Notes.-The life of a note is the period from the time of its issue to 
the timc of cancellation, the crrlculation being bascd on the ratio of the number of 

'1 ures notes outstanding in a year to tho number of notes cancelled during the ycar. r'g 
worked out on this basis give a fairly correct idea of tho life of notes over a rangc of 
years, although from ycar to year they arc apt to be vitiated by abnormal expansion 
or contrllction of currency. But in the prment abnormal conditions, with iesue.9 
outpacing cancellations, the resulta are misleading and have not therefore been 
recorded. 

78. Old No1es.--Section 34 of the Reserve Bank of India Act provides that any 
currency note or Bank note which has not been presented for payment within 40 
years from its date of issue shall be deemed to bc no longer in circulation. The 



value of the currency notes written off under this scct,ion during 1942-43 amounted 
to Rs.1,04,630 compared with Rrr.1,01,880 in the previo~w year. Notes amounting 
to Rs.7,180 which had Lcen previously mitten off under this section wcrc prescntcd 
for payment and were paid by the Banking Department during the year. 

The following table givcs the values of notes written off and refunded during 
the past five yeam :-- 

1938-39 193840 1943-41 1941-42 194243 
Vslue of Not= written off by the 

endof tbeymr. .  . . . .  00,100 RH.'JOO 99.090 101,880 104,030 
Value of Notes refunded during 

the year . . . . . . . .  2,340 6.500 2,330 6,320 7,180 

79. Lost, Destroyed and Mutilaled Notes.-The table below gives details 
regarding lost or wholly destroyed, half and mutilated notea in respect of which 
cluirns were admitted in India (excluding Burma) during the year under review. 

No. of No. of Amount of Amount paid 
claims Pieccr c l a h u  against 

admitted admitted cleime 
Rn. Ha. 

Jlost or wholly h troyed  notes . . . .  174 33 1 35,900 12,300' 
Half n o h  . . . . . . . . . .  603 1,373 1,63,600 60,810 
hlutilakd notes . . . . . . . .  31,470 1.1 8,526 8,26,723 7.34,788 

*Rnprenentn a~nount wid during lU12.43 in respect of claims admitted in previous years. 

80. N d e  Porg&ev.-Tho total number of forged notea (including Government 
of India one rupee notos) received during the year mns 14,666 compared with 8,188 
in 1941-42, and was distributed au follows :- 

Year Re. 1 Re. 1 Hw.6 Rr.10 Rr. 50 Rs.100 Ke.l,DOU 
Old aovernment of 

h'utee India Notes 

As lnay be seeu from the above figures the large& number of note forgeries, 79.6 
per cent. of the total, were in respect, of the Boverllnlent of India one rupee not-, 
another 19.2 per cent. being accounted for By Rs.10 notes. 4,241 cases of lorgeriw 
were detected in Bombny, 3,850 in Calcutta, 3,320 in Lahore and 2,362 in Cawnpore. 
The following table gives certain part.icu1ar-s regarcti~lg prowcutions on account of 
forgeries for the paet thrcc ycars. 

Resh Pending at 'I'otal Dia- Con- Pending 
prosecutionm the end of the triala churgea victione 

previoue year 

*The rwults of three c a w  pcnding nt Rangoon at the end of 1941-42 arc: nut known. 

81. Coinage.--Statement XL gives mintages of rupee coin since 1836. Rupees 
were not minted between 1922 and 1940, when their coinage ma.  resumed. Rupee 
coin minted during 1942 amounted to 23.76 cmres agaiutrt 24.11 croree during 1941. 



The following table givee the totel mintage of rupee coin and the varioua 
denominations of small coin during 1942-43 a t  t.he Bombay and Calcutta Mints :- 

Denominntio~i Bombay Mint Calcutta Mint Total 
Re. a. Re. n. Rs. a. 

Qustemrg Rupees . . . .  21,16,00,001 0 - 21.16.OO,(X)l 0 
, Hslf-Rupeer . . 4,00,W,OU1 0 - 4,06.M),Wl 0 
, Quarter-Rupee8 . . 4,08,164 4 3,02,49.010 12 3.07,48,166 0 

Nickel2 anme . . . . . .  2,06,62,M)O 2 3.23.600 0 2,00,86,OOO 2 
,, 1 &ma . . . . . .  07,06.656 14 1,32,83,M)O 0 1,09,89,165 14 

. . . . . .  ,. t ., - 73,14,000 0 73,14,000 0 
Single Pice . . . . . .  2.7730 10 2,85.100 0 6,62,480 10 
Half Pice . . . . . . . .  - 92 10 92 10 
Pies . . . . . . . .  6,608 6 18 8 5,620 14 

28,04,1H),201 4 6.14,6!5,221 14 33.1 8,55,423 2 

The rnintage of quaternary rupee coin up to the end of March 1943 amounted 
to Rs.64.29 crores. 

With a view to protecting further issues of pice againat hoarding resulting 
from the black market value of the metallic contents rising above the face value, 
the Government of India issued in February 1943 a new design of pice, which 
economiaes the metal and is expected to be convenient to the public. The Finance 
Department Notification No. P.2(48)-F/42 dnted the 23rd January 1943 provided 
for the mintage of the new pice with a smaller diameter and a circular hole in the 
centre, reduced in weight from 75 grains to 35 grsina and with a metallic composition 
of ninety-seven per cant. copper, two and one-hall per cent. zinc and one-half per 
cent. tin instcad of tho former finenotu of ninety-five and one-half pcr oent. copper, 
three per cent. tin and one and oue-half per cont. zinc. The notification also 
provided for the dhoontinuance of the coinage of half-pice nn3 pie pieces. The 
new pica was issued from the Bombay Oficc of the Bank on the 1st February 1943. 

82. Wdhdrauml of Silver Coin.-Ae noted in the previous Reports all Victoria 
rupee and half-n~pce coins wero called in with effect from the let April I941 and King 
Edward VII rupees and half-rupees were withdrawn with effect from the 31st May 
1942. In pursuance of the Government's policy progressively to replace the stand- 
ard silver coin by the King George VI quaternary coin, it was decided during the 
year also to withdraw horn circulation King (feorge V and King George VI  standard 
~ilver rupees and half-rupoes of elevon-twelfths fineness. According to  the Finance 
Department Notification No. F.2(71)F/42 dated the 1st October 1942, these coilla 
c a d  to be legal tender from the l e t  May 19113. They were to conLinue to be 
accepted t,ill the 31st October 1943 nt Government Trttltquries, Poet Officesand railway 
etalions a ~ d  thereafter until further notice only at the Officcsof theT~sueUepartment 
of the Reserve Dank of Tndia, Bombliy, Calcutta and hladras. By two subsequent 
Finance Department. Notification8 NOS, F,2(97)-F/42 and F.2(97) (i)-HI42 dated the 
16th November, however, Victoria, Edward Vi l ,  Gcorgc V and George VI standard 
rupee aud half-rupee coim were to ceaae to be accepted aLso n t  the Offices of the 
Reaerve Bnnk of India, the fir& two with effect from the 1st May 1943 and the laat 
two with effect from the 1st November 1943 ; provided that the Bank might in its 
diecretion accept the coins if the holder proved to thc sati~fadion of the Bank that 
he had been prevented by circumstanc:es beyond his control from presenting them 
before the above dates. 

These notificntions marked the culmination of the policy which originated 
more than 6ft.y years ago of converting the rupee which had previously been a full 



value silver coin into a token. The maintenance of euoh a high silver aontent as 
eleven-twelfths had, besides being expensive, exposed the rupee to unduly speculative 
influencce ; and with the Indhn price of eilver nearly equal to the metallic content of 
tho stand& silver rupee, the Govomment saw no reason why hoardera of standard 
silver coin should bo given an indefinite option either to rcturn i t  a t  it8 full nominal 
value or to melt and sell i t  as bullion. 

!The amount of silver coin including half-rupees, quarter-rupeea and oneeighth 
rupees withdrawn from circulation during 1942-43 is given below :- 

(In lekhn of rum) 

William I V  1835 . . . .  . . . . . .  . . a69 
Queen Victoria 1840 . . . . . .  . . . . 2-50 
Other nnourrent coin . . . . . .  27.03 
Stlrndard rupeen nent to the hiin; . . . . .  .. 20,19.71 

83. WbtMmd of Nickel and C o p  Coin.-Eight anna nickel ooiu was called 
in under Section 16A of the Indian Coinage Act, 1906, with effect from the 
1st October 1924, and is now received a t  Issue Offices only. Double pice are also 
being withdrawn from circulation but are still received a t  Treasuries se well as Issue 
Offices. The total nominal value of uncurrent coin and b d y  worn and defaced 
nickel, copper md bronze coin withdrawn from circulation during the year was as 
follows :- 

(In Ropees). 

. . . .  Eight anne nickcl . . 
Uncummt coin 

D m z e  double pice . . . . . .  Four anna nickel 

. . . .  'J!woonna nickel 

. . . .  &dly worn snddefscednickel, 
capper and bronze coin. One eono nickel 

. . . .  Single I'ice 

Rs. a. p. 
. . 2,388 0 0 

84. Counterfit Coin.-The following table gives the number of counterfeit 
coin by denominations cut a t  treasurier, and railway stations during the three 
years 1940-41 to 1942-43 :- 

1042-43 1941 -42 1B404l 
Silvor Nickel Silver Nickel Silver Nickcl 

Hupeea . . . .  3J9.141 
Half-Rupecn . . 18,386 
Quarter Rupees . . 17.832 
Eighth Rupeer . . 830 
One Anna . . . .  - 
IIllf Auru, . . . .  - 

Total . . 5176,135 
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STATEMENT I 
INDEX NUMBERS OF ~VHOLESALE P R I ~ S  AND COBT OF L ~ m a  IN INDIA 

AND CEHTAIN OTHER COUNTRIES. 
(1929 =loo) 

(Rfferenee paragraph 11 ) 
India U. K 

Caloulb l3omImy 
P P C *  P C  

(Original R J R ~  :- July July July I U N  July 
1014 1014 10:M to 1914 

Juno 1034 

Tear md Month I 4 3 4 G 

Oct. JuIp 
1900 1914) 

1030AugucL .. 71 71 105 80 98 70 H4 76 83 78 83 124 123 
September . . 81 8:i 106 92 101 83 86 81 8G 78 82 131 128 
Octohr  .. 84 R3 108 07 101 83 86 83 85 78 HB 133 120 
Novombor .. DB 92 LOO 104 105 83 80 84 86 78 R2 136 130 
1)wamhor .. 07 93 113 107 100 83 Bli 85 78 82 143 1.73 

1P40 Jnnlmry . . U:! 88 114 110 108 83 85 86 85 78 R2 146 136 
Pehtuarg . . RO 86 112 112 109 82 86 87 86 78 83 144 138 
hlarch .. R8 83 110 113 109 82 86 87 86 80 M 142 140 
April .. R6 &3 110 110 110 8.2 86 87 86 RO 84 143 143 
N a y . .  .. 83 81 111 117 110 8'2 85 R6 RB RO 85 142 145 
June.. .. 81 70 111 118 114 nl n6 n;, 86 80 &",40 I45 
July .. .. 81 79 113 122 113 82 RB A6 87 81 86 139 147 
AuguL .. 82 77 114 123 114 81 &5 86 87 81 86 139 146 
Scptombr .. 84 7H 113 131 115 83 86 87 88 81 85 140 148 
Octobur .. 86 7H 113 126 117 83 85 87 89 81 85 141 144 
Nnvembor .. 87 81 113 L2R 119 84 S5 88 89 81 (kS 141 144 
Ikmmbet .. 815 81 116 130 120 84 86 88 89 HL 86 142 144 

1941 Jannay  . . 86 81 117 131 120 85 86 H8 89 R1 85 143 143 
February . . 84 W) 110 131 120 K5 88 RB RID 81 86 144 143 
hbrch . . 87 Y3 119 1a.2 121 Ht5 86 80 89 81 86 147 144 
April .. W 84 121 132 122 87 R7 91 00 82 86 148 1.14 
May . . . . 8'2 86 122 132 12Z 89 87 93 01 82 87 148 146 
Juno . . . . 97 88 122 133 121 91 R8 94 92 82 87 161 . . 
July .. 106 07 120 134 121 !Yf 89 95 93 32 88 152 145 
August .. 107 90 131 134 121 B6 89 96 94 82 88 161 145 
Septambor .. 106 lo() 129 135 12% H6 81 97 95 82 87 153 144 
Octohr  .. 107 10.5 125 135 I22 7 82 98 90 82 86 153 
Normbor .. 111 112 126 136 1234 97 93 98 95 82 88 155 145 
I)wemher .. 109 124 129 1 7  122 88 93 98 96 82 86 158 148 

1842Jt~nuary .. 110 127 137 137 122 101 01 09 86 83 87 160 148 
February .. 109 1 135 130 122 101 02 09 95 R3 88 160 14A 
March . . 100 136 137 139 121 109 OJ 09 5 R3 88 160 148 
April.. .. 111 1 :  138 140 122 1 03 99 95 83 89 161 148 
May .. .. 120 141 143 141 121 10t 04 100 96 83 80 101 148 
J u n e . .  .. 129 163 192 140 123 103 94 100 97 83 90 161 149 
.Idy .. .. 120 lki 168 140 123 103 OG 101 87 84 81 161 149 
Anpunt .. 136 157 168 139 123 104 96 100 .. 64 90 163 140 
September . . 140 11% 170 139 122 104 86 100 . . 84 88 16.7 150 
(.)ctober .. 148 161 173 140 122 106 07 101 .. 84 88 162 160 
Novemher . . IS1 172 8 141 122 106 98 . . .. 84 88 162 151 
D~crrnbpr . . It5B 1R3 188 141 121 . . . . .. .. .. . .  .. .. 

943 January . . 177 176 203 I42 . . .. .. .. .. .. .. .. .. 
February . . 179 176 ?OH .. . . ., .. .. .. .. .. .. .. 
Mamh .. 193 177 223 .. . . .. .. .. .. . .  .. . .  .. 

h e  not ehifted. 
P-Wholoualo Prim : C-Cost oI Living 

cea: C n l o u l b I n d h n  Trade Journal (P); Bornbay-Lahur Gaetto (P,C) ; U.K.--Boerd of Trade (P). 
try of Labour (C) ; U.8.k-Buresu of Labour Statistiw (P.0) ; Canadn-Dominion Bureau of Sbtistica (P,C) ; 
say-Monthly Bulletin of Btatisticr, 1,eagae of Nutiona (P,C) ; Japan-Bank of Japan (P,C). 
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STATEMENT I1 
Index Numbers of Wholesale Prices in India bv G r o u ~ s  of Articles (Based on ouotations in tkc last week o f  each ntottth: 

Base 19th August 1939=100; Source: Economic ~dvrser to ihe ~overnment' of India) * (Reference ~ a r a ~ r a p h  11) 

Year 
snd Food and 

Month. Tobacco 
1938-40 
Auguat . . 
Deaember 
Maroh .. 
1840-41 
April . . 
MBy .. 
June .. 
July . . 
A u p t  .. 
September 
October . . 
November 
December 
January . . 
February 
&mh .. 
194142 
April . . 
May .- 
June .. 
July .. 
August .. 
September 
Oatober . . 
November 
Dexrnber 
Janusry . . 
February . 
b l c h  .. 
1942-43 
April . . 
May .. 
Juno .. 
July .. 
Aqwt .. 
September 
Octobor . . 
November 
December 
Janutary . . 
-ebrusry . 

. . 

Other Agri. All pri- 
cnltural u m .  Raw m r v  oom. 

Chief ar- 
ticlos of 
export 
(15) 
100.6 
147.9 
131.6 

128.2 
122.4 
101.3 
110.8 
108.3 
109.7 
111.0 
116.9 
114.2 
114.0 
107.9 
116.7 

113.2 
121.4 
132.7 
146.1 
148.0 
145.2 
145 .o 
148.9 
139.0 
143 .O 
142.4 
139.7 

138.9 
141.3 
151.5 
153.3 
152.3 
156.7 
166.9 
170.3 
171.8 
185.5 
191.4 
220.6 

Kerosene 

100 
111 
117 

117 
117 
117 
124 
124 
124 
124 
124 
124 
in6 
126 
126 

133 
133 
133 
136 
136 
136 
136 
130 
140 
144 
145 
157 

177 
177 
177 
177 
177 
194 
194 
194 
194 
1 W 
194 
194 

Certain Industrial 
Cotton 

Petrol bImn- 
fscturea 

Articles 
Jute 

Nanu- 
facture8 

100 
225 
166 

147 
149 
116 
1 I6 
101 
126 
126 
134 
133 
137 
141 
169 

161 
188 
177 
1 87 
196 
218 
202 
190 
158 
176 
172 
1 98 

151 
165 
163 
162 
160 
168 
190 
220 
209 
235 
2 m  
320 

Cement 

100 
109 
117 

117 
117 
117 
117 
117 
112 
112 
112 
112 
112 
114 
112 

112 
112 
112 
112 
118 
118 
118 
118 
11B 
129 
133 
133 

133 
133 
133 
133 
133 
133 
133 
133 
146 
1 46 
1 6  
145 







(Refmenee paragraph 23) 

April 1842 

f i ~  

June 

July 

2 Augaet 

September 

October 

Kovember 

December 

January 1993 

February 

Jlarch 

1938-3 

1sS40 

1940-41 

194142 

1902-43 

Prim in London per Market price in Sew York Price in Bombay per 100 talas Estimated 
stsndsrd ounce per fine ounoe stock s t  

the end of 
Spot Forward each 

month in 
Highest Low-errt Average Higheat Loweat Arersgc Higheat Loweat Average Highest Lowest Average Bornbey 

(in bars of 
d. d. d. Centa. Centa. Centa, Rs. a. p. Re. a. p. Rs. a. p. Rs. a. p. Rs. a. p. Rs. n. p. 2800 tolas) 



STAIEMXI' VII 

Not p u r h m  Ateryleate 
of parhaen 

April . . 
May . . 
June .. 
July . . 
Auga~t 

Septem her 

October 

Novembcr 

Deeamber 

January 

February 

Maroh .. 

April . . 
May . . 
June .. 
July .. 
A u p t  . . 
k p t e m k r  . . 
Ookbsr .. 
November . . 
D ~ ~ m b a r  . . 
January .. 
Fobrusry . . 
Much .. 

( In thousan& of f 8nd rupees) 

STATEMENT VIII 
Excama~s-RATES OF TELEQRAPHEC TRANSFERS 

(R@race paragraph 26) 
Bombiav Bombav London on 

on Loud6n on Now 9ork New York 
n. & d . to  Ra tc, Eew York on London 

Rr- 

~i ih&t .  Highsfit. Highcat. 3 to E 
Lowest. Lowwt. Loweat . 

Average . Average . Average . Higheat Lowest Aver.aga 



STATEMENT IX 

(Reference parag~aph 41) 
(In Iakhm of nrpesa) 

J'rovi~lm Revenue Erpen- Gurplyi + Revenuo Ibrpsn- Burplur+ ~ ~ u e  Expen- Burplum+ 
dihua Defiolt - diture Dsfiait- d i t w  Dslioit - 

Bombay .. .. 16.86 18.26 + 1,61 17.61 17,02 + 69 17,09 17.09 .. .. 

Centrnl Provinces nnd 
Berar .. .. 6.81 6.11 -+ 20 8,47 633 + 16 6.40 6,33 + 7 

h'orth-Wwt Frontier 
Province . . . . 2.20 1.98 $- 22 2,29 2.46 - 17 2,07 1 - 8 

SLld .. .. .. 6.86 5,RO + 20 6.70 6,33 - 83 4,9R 5.09 - 13 - - - -  --- --- 
Total . . . . 1 . 4 1  1,03,48 + 333 1,17,51 1,1835 - 1 1,16.85 1.17,15 - 50 



STATEMENT X 
SUBVENTIONS AND OTHER PAYMENTS MADE BY THE CENTRE TO TKE PROVINCES UXDER THE GOVERNMENT OF 

INDIA (DISTRIBUTION OF REVENUES) ORDER AS AMENDED IN FEBRUARY 1940. 

( Reference paragraph 42 ) 
(In lakha of rupeee) 

INCONE-TAX JUTE DDTY ETBFENTIONS. 

Paid t o  1938-39 1941-42 1942-43 1913-44 193g39 1921-42 1 - 4 3  1 4  1838-39 194143 1944-43 1WB-44 
Accounts Accounts Accounts Budget  account.^ Accounts ~2ecounta Budget Awoants Accounts Accounta Budget 

Beng~l . . . .  
Bombay . . . .  
bfsdms . . . .  

4 
3D 

United. Provincca . . 

C~ntrrrl Provinces 
Bernr . . . .  

rlssam . . . .  
Orissa . . . .  
N. IT. F. P. . . 
S i d  .. . .  

nnd .. 7.540 

Total . . 1 9 - W  7,39.00 10,90.00 l&lO.OO v1.00 1,95.17 1,40.30 1,45-00 503.00 3,.03.00 2,7$00 215,OO 



(In hkha of rupeee) 

Rearme Bank of India Government T ~ B B  

Central Government Prorinaial Gorernmenta Lnat day of the month Ccntrrl Government Pravinaid C f o v ~ n t s  

1941-42 1942-43 1841.42 194243 1941-42 1942.43 1941-42 1942-43 

18.04 

ti. 69 

5.49 

18r60 

16.34 

7.05 

22. 78 

10. 49 

7.23 

6.46 

68.68 

15. 15 

s. n 

April . . . . . .  
. . . . . .  

June . . . . . .  
July . . . . . .  
August . . . . . .  

. . . . . .  September 

October . . . . . .  
. . . . . .  Kovember 

December . . . . . .  
January . . . . . .  
February . . . . . .  
Msrch . . . . . .  
Avenge . . . .  



STATEMENT 

Amount a U e d  
for tender 

April 3  1942,. . . . .  10 . . . .  ~v 17 
24 ,, .. 
1 . . . .  

. . . .  8 
I) 16 ,, .. 
1, 22 ,, . . 
11 29 ,, .. 

June 6 ,. .. .. 12 ,, .. 
I 19 ,, .. 

20 . . . a  

J& 3 ,, .. . . . .  .. 10 
1 17 ,, . . 

v v  24 ,, .. 
31 ,, . . 

~;;luet 7 . . . .  
v 14 ,, .. 

0s 21 ., .. 
28 .... 

&tomb* 4 ,, .. . . . .  I. 11 . . . .  18 
26 . . . .  

0C'Lbr 2  ,, . . 
I. 0 ., .. 
we 16 ,, .. 
ww 23 ,, . . .. 80 ,, .. 

November 6 .... 
19 13 ,, .. . . . .  ., 20 
*P 27 ,, . . 

Deoomber 4 ,, . . . . .  I. 11 
,I I8 ., .. 

26 
~ a k u y  1 li43:; 

. . . .  1s 8 
.s 16 ,, . . 
1. 22 ., .. 

20 ,, .. 
~CLraery 5 ,, . . 

I. 12 ,, .. 
11 1u ,, .. 

26 . . . .  
G r c  h 5 ,, .. .... I. 12 

1 19 ,, . . 
20 ,, . . 

~rb.rn 27 to 31at. 
1938-38 
19394 
1-1 
194142 
19u-43 

Amount Amount Avorsge rate of 
tcndolen eold dineount of 

rocepttwl tendera 

4 
Rs. R. 11. 
1 2 1 1  
1 3 7  
1 4 0  
1 4 9  
1 5 0  
1 4 8  
1 4 0  
1 3 8  
1 3 0  
1 1 7  
015 5 
013 H 
0 1 2  5 
0  10 !) 
0 10 3 
O 10 0 
0 0 8  
0 v 0 
0 8 6  
0 7 11 
0 7 0  
0 6 7  
U 6  8 
0 7 9  
0 0 10 
0 !1 2 
0 1) 8  
0 9 9  
0 9 9  
0 0 0  
010 3 
0 0 0  
010 4 
0  12 0  
0  13 S 
0 1 4  8 
1 0 5  
1  0 11 
1 0 0  



00'00'9Z'l 
00'88'CZ' I 
OO'LD'QZ'I 
OO'LI'PZ'I 
Yz'9o'Oz'I 
OO'LL'81'1 
oo'oo'srLr 
BL'YV'P I' I 
9Z'Ol1* I' I 
9Z669'L1'I 
(M018'81'1 
w'8 L'Ol'l 
oo'88'1l'I 
PZ'ZB'LO' [ 
SL~QO'PO' I 
W'L6'06 
cJL'60'00' I 
Ocja61;'86 
OL"UZ'oo'I 
1%)'8o'W I 
9L168' 10' 1 
9ZeR~'EO' 1 
w'f O'PO' 1 
00'10'Z0'I 
L'Z'EO'Ol3 
YL'PL'W 
lN'68'06 
~w)'B~~'YB 
W'XI'H8 
W'SH'L(~ 
P~'(~l'i;8 
W' IB'LL 
~L'LR'IL 
OO'OR'QU 
StZSOE'EI) 
QZ'ZO'09 
W'LP'99 
00'09'€!, 
oo8es'cn; 
PL'R L'LV 
92'98'rn 
Ol)'Cl'0€ 
9L810'9E 
OO'LI'EE 
OO'LO'ZE 
OP'L2'18 
09'08'8Z 

6 

001 
011 
ti I I 
911 
PI1 
011 
PI1 
01 T 1 
111 
011 
111 
01 0 I 
C01 . , . . 
LO1 
801 
so1 
H PI 0 
E El 0 
0 81 0 
v 01 0 
0 a 0 
8 01 0 
a00 
a 6 0 
0 G 0 
8 G 0 
Z 0 0 
010 0 
6LO 
RVO 
LOO 
OL0 
11L 0 
980 
0 0 0 
800 
0 01 0 
6 010 
6 010 
9 Z10 
II €10 
9 910 
L1I 
OK1 
&El 
OEl 
&PI 
9PI 
LPI 
01s I 
€61 

(y.y~~'~ 
OO'RC'L 
QZ'OL'l I 
oo*o'oL60r 
GL'Z6'6 
O!l'ZD'6 
YL'BL'O 
~Z'z1'8 
L' L' I 0'8 
00'98'L 
00'02'8 
OO'UL'CJ 
(Y~'IH'~ 
PL'EX'Y 
M'W'G 
Pir'06'9 
oo'Oo'@ 
9Z'&IL9 
9L'98'9 
OY't*'9 
YL'EL'O 
!2Ld18'L 
1W)'00'8 
(M)'00'8 
oo'oo'n 
OO'OO'H 
00~00~w 
00'00'9 
oo'oo't 
00'00'E 
SL'6t'P 
L'L'PP'L 
S L'YO'U 
09'2 L'9 
09'1R'P 
0!!'99'Z 
O!l96P'Z 
W'8Z'E 
QZ66Z'Z 

L 

001 
001 
OOI 
0 0 1 
0 0 1 
001 
0 0 I 
001 
001 
001 
001 
001 
001 .... 
001 
0 0 1 
0 0 I .... ...a 

.... 

.-.. .... 

.... 
,..a 

.... ,... 
a.m. 

.a,. 

.... . . . . .-.a 

...a 

,... 
...a 

.a,. 

..a. 

.... 

..., 
...a 

.... 

..,. 

...a 

.... ..., 
oer 
061 
OBI 
OW1 
0PI 
0 b 1 
0 6 1 



STATEMENT Xm 
GOVERNB~NT OF INDIA WAYS AND MEANS ADVANCES AND TREASURY BILL 

TRANSACTIONS DURING 1042-43 
(Re$erence paragraph 40) 

(In thourandm ol rupscr) 
Ways and Neane Advrncea T m n r y  B'is 

Opening Balnnce 
ou lrt April lBI2 . . . . h'il 1,36,97,7G 

Total 

Advance8 
taken 

April 1942 . . 2(%,00,00 
May ,, . . 7.00.00 
June .. . . 24.50.00 
July 9 s  

Auguet ,, . . 10,%,i)0 
September .. . . 18,50,00 
Ootober .. . . 17,(#),(1O 
November ,. . . 22,:1,00 
D~~crnber .. .... 
January 1 &3 . . 23,00,00 
February ,, . . . . . . 
March .. . . 4.GO.00 

Advancen 
rapaid 

Outstsndir~g 
a t  the end 
of month 

Sde 
to the 
yublio 

Outatanding 
a t  the end of 
month with 
the public* 

rloount 
outmtrrnding 

including 
smoout 

6utstandiag 
on rcwunt 

of h u e  
Depbrt- 

ment, the 
Provinaea 

and Burma 
1,57,60.75 
1.82.46.50 
1,60,34,00 
1,70,81,76 
1,66.0 1.00 
1,84,17,78 
1,10,32,78 
1.91,40,50 
1,89,06.75 
263,86,-50 
2.t10.46,26 
9,64,68,1iO 

Total 191 2-13 1,62.00,00 l,G?,OO,(X) .... 3,51,9!?,75 .... .... 
Includhtg bills diuwunted, p u r c ~  and held in the Banking Department. 

Totnl 
amount 

Dieobarged 

Total 
out. 

standing 
of Wsye B 

M e w  
Advances 

and 
T-urp 

Bill8 

STATEMENT MV 
PROVINCIAL GOVERNMENT TREASURY BILLS DURING 194243 

(Reference paragraph 48) 
(In thouanndn of rupees) 

Average Amount 
Amo~int rate of wtatunding 

Wcek ended M n g  Period offered for Amount Amount discount with the 
Government tender tendered gold percent public 

per snnum 
RR. a. p. 

Oot. Q 1942 C. P. & Berar 3 monthe 60.00 1,31,00 60,OO 0 10 0 (i0,oo 
,. 1 .. ww a .. 50.00 1,78,00 60.00 o 10 o ~ , o o  
,, 3 ,, Asann~ 3 .a :W,OO 38.00 30,UO 0 12 7 :W,OO 

Nov. 6 ,, Madran 3 .. Fi0.00 1,24,(K) 50.00 0 10 H 1,00.00 
,, 8 ,, Bmgd 3 ,, 60,OO 1,34,60 60,fKJ 0 10 0 50,W 
,, 13 , U.P. 3 ,a 76.00 07.00 75.00 0 12 3 7h00 

Dm. 11 Msdmn 3 ,, 60.00 1,54,00 60,OO 0 1 5  1 1,60,00 
Jan. 29 l i 4 3  ARHlLrn 3 9. a 0 0  73,OO M),M 1 4 0 H0.00 
Feb. 26 ,. Asflam 3 ,$ 30,OO 40.00 30,OO 1 4 0 80.00 - - --- 



STATEMENT xv 
PUBLIC DEBT OP IAWIA SINCE 1913-14 

(A) Rupee Debt 
(In cram of rupees) 

Post mca 
Per- Ovor Per- Retaeen Per- Per- Trea- Per- SsvingeBsnk Per. *Other Per- Percent- 

End of Un- cent- 10 cent- 5 and 10 cent- Under runt- 5u.V cent- Depita cent- obliga- cant- ago m- 
M-QRCH dated age of y a r e  age of yeam n ~ o  of 5 years ape of B~lls age of and Cash age of tions age of Total oream(+) 

Total Total Total Total Total i Total Total or decr- 
cetm -(-) 

* Inolodee (1) t.he unclaimed balance of old loans which have m e d  to bear interest from tho date of discharge (2) balance of epeoial 1- (the 
bulk of this relates to endowments mado by the bta King of Oudh for payment of peilsions and stipends or for epecific purpoees of a religious or ahwitable 
character, guaritnteed by Government.) (3) bdanccs of State Provident Funds. Pen~ion Funds, and other accoonte such as Qononrl Family Pension Fund, the 
Hindu Family Annuity Fmd, the Postnl Insurirnce and Life Annuity Fond, etc., and (4) the amount of Three-yesr Interest-Free Bonda. 
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ZO'Z .. .. " CF-RP01 
18'2 .. .. ' ' ZP-If61 
1 t'z .. .. - - IVOPGI 

@ld!@wI 

~~3~61 ol dn ppnlau,~! QJW rmrmq to] WJ~S~J , 
W'F - 02'8 0 L't' 

LG'L - f6'11 L 6'& 

VO'OT- €%'PI fi!i'V 

99'2 - OB'Z I 92'01 

VB - 96'91 I LSV1 

61'~ - ~1'81 M'EI 

99'1 - ~~'61 68'tI 

Z BP'EI 9t161 

982 OL'L SG'6 

LO'S PS'~ IE'EI 

90'1 1 89'9 VL'PI 

9 1'9 t6'8 6f'tl 

&P4& 9C'8 8L'II 

OL'Z 9V'1 OIsL 

00' I I &'E 1%') 

PL'~ 88'8 IQ'EI 



SI 
W'L - 18'81- 
09'6 - 
8~') 
~6.v 
60'L 
g6.8 
9 L'Z 
OL'B 
9 Z'P 
81'1 
01 - 
P9'1 
Z8'1 
~1'6 
sz'z 
69'1 
19 
69'1 
W 
00 - 
19'1 
29'2 
vz'z 
1 - 
8Z'I 
6) 

st's - 
W'Z 

nz'zz 
w41z 
9C'i)Z 
1 Q'OP 
I0't.P 
LZ'W 
86'Ei 
s6'90 
L9'8C 
LUd9& 
RB'os 
GE'LZ 
0Cvz 
9E'BZ 
DZ80Z 
t.1'67; 
S8'0Z 
90'6 I 
W'LI 
1L'Ll 
LO'LI 
II'LI 
22'81 
8I'Lt 
W'ZI 
ZL'6 
CB'B 
&L'L 
L0'6 
66'01 

ineh ayq lo pae BI!&"~ u! 
er[llm htpuw~~no oororon! ?a~ €JIPuuJpq3!M 9=WmI ~)!aod~ 

wnomg 



STATEMENT XVm 

(In bkh of rupees) 

I Public Debt 

(a) Permanent Debt . . . . . . . . . .  
. . . . . . . . . . . .  ( b )  Floating Debt 

n (c) Loans from Central Ooveramsnt . . . . . .  
9 

I1 Unfunded Debt . . . . . . . . . . . .  

UI croa Total Debt (Td of 1 a d  11) . . . . . . . .  
IV Xet Debt (Deduct ontetanding loem and sdrsncee m i e  by . . . . . . . . . .  Provincial Governments) 

V Aoviaion for the rednotion of Debt during the year . . 
. . . . . . . . . . . .  VI Clo6ing Cash Belsnce 

At the end of 

1936-37 1937-38 1938-39 1930-40 



STATEMENT XIX 
REPRESENTATIVE RUPEE SECURITIES OF THE GOVERNMENT OF INDIA 

Prices since 191 4-16 

(Ln mPweJ 
6 per oat. Rn 
Loen lW5-55 {K c cent. Rupee 3 i  per cent. Rapes Sf per cant. Rupeo 

an 1960-70 L o n  1947.60 Loan (non-terminable) 
of inwrnu-tax) 

Higheat h m n t  Highest Loweat Higheat Loweat Highbet toweat 

1914-16 .. .. . .. . . . • . . • a m - Us& 01) 

1920-21 . . . . . . 96 784 . . . . , - . . 60 52 



April 1942 . . . . 
J ~ Y  .. .. .. 
June .. .. .. 

2 July .. .. .. 
-4ugUst . . . . . . 
September . . . . . . 
October . . .. .. 
Novembcr .. . . . . 
December .. . . . . 
January 1B43 . . . . 
February . . . . . . 
blrmh .. .. .. 

Prices in Bombay during 1942-43 

(In mpeeel 
6 per cent. Rupee Loan 1945-65 4 per cent. Rupee Loan 1960-70 3f per cent. Rupee Loan 1947-50 34q/, Rupee Loan 

(Roe of Income Tax) (h on-terminable) 

Higheat Loweat Average Higheut Loweat Average Higheat Loreat Average Highast Lowcst Average 



O.SW C.OLI 9.861 6-€t 0.PTB S-H9 6.101 I.SCI 8.111 " 

v.898 S.RLI 6.601 t.69 om9 0.e~ c.0~ L.I~ S. I~:T c.011 *- 

OaSSZ &-%I 9-FR 5..H S-tl;) L.9Cl 9-W 9.8L 9.Ml 1-LO1 " 

Q.9EZ 6-9LI 6.06 1-09 6.8fiF O.Q(II 9.19 P.9L 6.LZI S.CO1 " 

0.PLI 9.6VI L-PL S.LC Cm6BS L.181 5-LTI P.6E 1.Lf.I 9.L11 .- 



6.8LZ 
9.112 
6.ZL5 

L.6PE 
e. sca 
i.R£Z 
6 .O&E 
1-11z 
S~OIZ 
P.1IZ 
0 - 202 
9.L61 
0.i61 
E.80Z 
0.661 

P-907. 
8.082 
6 - EOZ 
Z-P61 
1.681 
9-L81 
P.6LI 
P-PL1 

6 



( Refereme paragraph 60) 

Avonno 

lrt of 
ImyarLI Call Bloney Rate Bazar Bill b t e  t 310nt.hiy Doposit Ebtestt 

Bank Bank of Treasury 
Rate* India Hundi Calcuth Bonbav Calcutta B0-4b-a~ Bill Rate 3 Months 6 Uontha 12 Xmths 

April 1942 .. .. 3 3 4 4 6 - 7  02 1 3 9  l t o l t  1)tolS 1 Q t o 2  

bb~ ,, .. .. 3 3 t 2 6 - 7  6 1 4 1 1 t.0 1) 1) to I f  I f  to 3 

June ,. .. .. 3 3 4 6 - 7  6 0 1 4  1 I t 0 1  1 $ If to If 

July ., .. .. 3  :I 4 0 - 7  6 0 911  4 1 to if 14 to 13 
C 
P; 

Augusf , . . . . 3 3  4 t 6 - 7  5 t 1 to 1) 1 )  to 12 0 7 6 

September .. . . . . 3 3 4 t 0 - 7  5 0 8 4 f t o  4 f to 1 14 to 1 1  

h'ovember ,. .. .. 3 3 h 4 6 - 7  61 0 1 1  3 4 1 1$ to 14 

Decenbcr ., . . . . 3 3 f 6 - 7  6 1 0 :I # f to 1 l t  to 1p 

The rrtandard rrto at which the Reserve 12mk of In&& is p r e p a ~ d  ta buy or rediscount bills of exch~ngc or other cornmetcia1 paper eligible for puroham 
under tile Resene Bank of India Act. 

** Thc rate at which the Imperial fink discaunts fira: class 3 mon:!ls' comaercl! bi!L. 
t Rates at which the billa of snali traders are reprted to have been discounted by silmff.3. These are unof!ichl quotatiom. 

tt As quoted by the larger banks in Bombay. 



STATEMENT xxm 

(Referme paragraph 61) 

(In lakha of rupeer) 

Annual &11ancn~ Exneiw of 
Aromge of Domrnd Time Cmh wit.h (d) over %of (c+d) Advances Rills Uia- %of (f 4-g) 
Friday fig~~res Liabilitiru, 1,iabiLiti~r~ R~norrn bhe ntRtutO~g to (a+ b) countad to (rr+b) 

Rank minimum 
((4) (4 (c) (4 (E) (f (9)  

1942-43 3,06,28 1 12.07 tL73  38,33 16.73 85.68 2,18 23.83 
(India only) 

194U3 

April ..'L,ZR,ll 86.58 10.3.5 38,130 3:i,46 15.14 l,ll,M8 d,27 35.19 

Mny . . 0 V4,GG 11,ll 4H.ti7 34,73 17.81 l,01,26 1,64 30.95 

June . . 2 , 9 1 , 0 1  06.36 12.62 58.73 43,75 10.93 07.25 1.50 27.61 

August . , ?,04,75 07.37 11,65 

September .. 3,08,59 99;LE 12,3U 

Octohrr .. 3.21,64 1.02.34 11.63 

h'ovomher.. 3,33,41 1.03.54 13,06 

Uecember . . 1,38,72 1,00,'!4 13,04 

Juuary .. 3,44,71 1,13,69 15,17 

Yobrwry .. 3,59,08 1.17.99 14,HQ 

Ahmh .. 3,73,32 2 1 8  15.14 

Note  :-Burma  figure^ shown in brackets. 



STATEMENT XXN 

(In lakhs of rupees) 

Bombay Madras Kareohi R q o o n  Cawnpore 

6,69,46 28.46 22,30 73.85 . . 
8,83,02 33,W 23,13 94.74 . . 

13.16,93 75.78 33.42 1,04,84 6.63 

9,06,73 39.64 36,73 1,22,02 9.01 

8.58.78 46,13 33,68 l$G,I)6 7.93 

7,07,98 6441 41.62 1,32,82 W B  

6,21,66 56,M 46,18 1,1731 6.72 

4,45,06 Mi.80 36,14 1,2633 6.16 

422.68 64,a 31,07 1,!24,42 8,16 

3,89,80 69,79 30,82 1,26,57 7.00 

6,62.35 66.73 28.02 1,26,00 731  

7.93.88 82,19 26,49 1,20,70 7.56 

6.86,61 60,36 24,47 1,06,66 6.71 

6,28,85 43,07 23.23 78.90 663 

6,67,42 48,85 25.66 70,76 7,08 

6,66,47 63.19 26,78 66,12 8 , s  

6.89,17 6632 28,W 61,03 11,61 

7 ,167  6923 30,12 79,013 11.89 

7,62,38 01,39 31,94 83.76 11.61 

8,16.56 1,09,64 30.63 82.07 11,91 

7,86,22 88,Ol 32,666 81,M 11,76 

8.83.87 89-94 37.63 07.65 14,22 

8,02,32 L,OX,66 46,711 1,18,64 19,2U 

10,4R,W 4 1  ir8,80 1,00,15* 29.69 

13,45,'23 1,31,40 77,GI . . 56.21 

Pigum [corn Dccembcr 1 W1 not avaihble. 

94 

Total 

14,3!Z,l9 

zo,sol6fJ 

2997- 

zolz4,so 

zolw,w 

I8,03,01 

18,0636 

16.883 

16,WS 

16,7459 

1931 JO 

19,99,74 

17,30.65 

15,15,66 

16,18,53 

16,41,20 

17,33,01 

1%43S 

19,3l,66 

20$1,12 

10,74# 

23,18,73 

2 1 , w  

%84D 

Ze,l5,7l 



STATEMENT XXV 

( Reference purqaph 62) 

1 W2 

May June July August Septembar Octobor Xovember December Januerg April February March Total 

BOMMY- 
h'umbep . . 
Amount . . 

~AWIIPORE-- 
Number . . 
Amount . . 

DELBS - 
Number . . 
Amount . . 

KAnAcm- 
Number . . 
Amount . . 

M A ~ a r s -  
Snmber . . 
Amount . . 

Total- 
Number . . 
Amouot .. 



W'Sa IL%31 99'W ICSZ H'LL 86's 81% t I ZP'U " P-1 

6bSQ& EL'S: IP'tT E8L I EI"3 OL'E 3'~ GP'Z elarl3 eu~sg~ eql u! 9-90 q 3- 

~~'96 OH'S9 0 ?'L 6L'C IS'66 CL'ZP 1L8Gi! C&'L[ ~I"D LT~W oq~ a! 533980 0) 1- 

LS'W 1 8 I'F? PC'?: CO'C oz'e r SC'C)[ 18'vS Rc'19 e1~!3 I-3ua eql u! ~O~IQO 9-8 

EP-BM I Ff-IK31 sf -BPG I 5)-It6 1 It-i.MI 3-IfGI OP-CfGl ZQ-It0 t 
1elO.J saoag elosF3 sarpq Xa sago e1"~ hqurog La way10 e[oi!3 ls3uq Cg 

98'OC Cf'8 OO'ZZ 89's 
W'LY L6'8 W'Ei; K'FI 
S6'81 68'CI ZLL?I '29% 
EO'L 611~~1 LI't: LG'L 
FL'LF 9 I8'EI IE'G 
tulCTI I8'ISZ. IEdC!4 ZQ'RCI 
(iLcE1 EG'GOl 26'4'11 I6't& 

Of'lZ ZS'L 6Pa91 ~0'11 O?ZK L9'5 C8'91 69'01 
I z9'8 ~8'8 91'a a ro'el rs'c Of'"' 

IP'II OI'L ZS'L ~9'9 18 OL'S ZS'L Tf'L 
~G'E 0% FE't LS'9 ~t'[ EI'L 89'5 M'8 
EZ't[ SE'P C3'P €~'9 9T'F 11'6 zL'S 8L't 
6Z;'SP SO'IOI FL'(.G 9~~06 6I'X 16'LO iO'L1 fI'08 
16'69 9 BS'IL 6Z'E) 68'tf L6'98 81'89 Lf'EE 

pred pus pene sJajsueaeJ;L ogdedkla~ 
VICINI 80HKV8 Wd369v 3E& HDnOtust SZ3ki;LZIRax 



STATEMENT XXm 
Remitta):ccs c.ccted betzceelz the Reserve B~.t lk  of India and the Imperial Bank of India and Treasury Agencies. 

( Reference paragraph 63 ) 
(In li;k!~s of n ~ p )  

HALF-PEAR ZNDEU $0-9-41 HALF-TE.-IH E-XDED 31 -3-11 HALF-TEAR ENDED 30-9-42 XiLF-I-E-R Ir;XDED 31 -3-43 

'l?Iekmphic Dreka and Telegraphic Dmfta and Telegmphic Drafta and Telegrapliic Drafta ar.d 
Tncsfem Mail l'racbfr;s Tren~fers Mail Tran.+fers Transfen. Mail Transfers Tmnsfercl Xd Trxnders 

. ~ ~ o .  . amo1.1nt KO. a3ount  Xo. amount So. amount No. amount No. amount h-o. anount Xo. amount 

The Genenl Public . . . . 15,116 24,Sl %,S0,36:! 3f,l8 15,654 29,30 2,M.'209 39,67 17,654 32,57 3.27,663 53,05 23,184 53.68 3,42.351 68.05 

At par .. .. .. 6,130 183,13 2,273 6,50 €1,875 132,72 2,613 $13 5,324 13;i,68 3,135 18.72 3.121 219,72 3,407 19.69 

5 Approved XOE-Scheduled Bnnks 
& Indigenow B~lnkers (under 
para. 3c of the Remittance Fnri- 
1itiesScheme) .. .. .- 306 6'2 3,013 4 3i6 84 3,281 1,69 357 71 4,139 2,47 5S-I 1,41 4,398 3.31 

Atpar .. .. .. 2 3 158 16 25 37 189 25 76 1,27 602 1.51 6'7 G6 464l;LD 

At pnmium .. .. .. 50 18 10,519 ;,ti7 160 43 0,503 5,51 121 23 10,667 6,47 253 1,11 11,375 7,19 

b ~ % l  Fnnda et a premium (under 
para. 3 2  (q  (1) elf t-he Remit- 
tancc Facilities Schemej . . 1 - 2,616 16 3 1 2,963 17 36 - 2,603 23 2 - 3,038 10 

0 t h ~  remittacces et par .. 1,226 6.10 &803 20,s 1,369 8,25 92,296 22,54 1,357 6,49 92,958 22.18 1,768 11.37 99,338 ?0,01 



STATEMENT xxDt 

(In I&hs o 
Billr pur- 
obaaed & Invat- 

&counted ments 

rupees) 
DEPOSITS Ot. her Notee Bdances 

Liabi- and held 
Total litiee Coin e b d  

Loem & 
Advances 
to Gov- 
ernments 

Other 
Aseets A n n 4  Average of 

Weekly fignrea 
Govern- 

ments 
Banks Othen 

1935-36 . . . .  
1936-37 . . . .  
1937-38 . . . .  
1938-39 . . . .  
1839-40 . . . .  
1940-41 . . . .  
1941-42 . . . .  
lW2-43 . . . .  

1041.42 . 
Leet Friday of 
April . . . .  

a~ Msy . . . .  
Jane . . . .  . . . .  July 
August . . . .  
September . . . .  
October . . . .  
November . . . .  
Deoember . . . .  
January . . . .  
Febmsrg . . . .  
Msrch . . . .  

1942-43 
April . . . .  

. . . .  
June . . . .  
July . . . .  
Aoguet . . . .  
September . . . .  
October . . . .  
November . . . .  
December . . . .  
Janusry . . . .  
February . . . .  
March . . . .  

ti. 88 
8.12 
0.65 
2.27 
2. 18 
1.56 



STATEMENT XXX 
RESERVE BANK OB INDIA-ASSETB m~ LIABILITIEB OF THE ISSUE DEPARTMENT 

(Reference paragraph 66.) 
(In lskhr of rupees) 

LIA3II;ITrEa ASSET8 
Pawnb#e of 

Notea Total Gold and 
Notes in held .in Ubilitiaa &Id Coin Sterling R u p  R a p  Total Btar lhg 
Ckrmb- Bankmg and Gwuritiw Cola* Ssonrjtim A- Sauritiea 

tabbl 
m a t  hued)  Notes iawd 

Annual Average of 
Friday figurea 

19%-36 . l64,06 27858 19l,s4 44.42 62.09 G6.61 29.02 1,91,64 55.58 

1936-37 . . 175.81 45.81 201.82 4442 60,67 (11,01 23.62 2,Ol.E 66.54 

1937-38 . . . 186.16 2G,01 Zl1.76 44.42 79,02 00,23 27.19 2,11,76 68.72 

1938-39 . . . . 182,36 28.28 2108s4 44.42 W,BG 67.11 32,16 2,10,64 52.91 
(7,971 (1) 0.98) 

1930.40 . . .. 209.28 18,79 m 1  44,42 78.03 G7,G2 37,44 63.97 
(11,08) (8) (1Ll'JI 

1940-41 . . . . 241.41 17.26 268, 44,42 1,29,93 35,87 48,46 2,58,81 67.39 
(13.38) (20) (l%58) 

1841.42 .. .. W7.68 12,21 519,89 44.42 1.66,UO 3538 ?G,l0 3.l9.89 65.47 
(2090) (B1) 

44.E 319.11 2233 139.38 5P.E( 69.91 1042-43 s. G13,44 11.80 525a 
1941-42. 

Last Friday of 
April 1941 . . 2.67.12 13.48 280.60 44,42 1.08.80 30,OB 81,32 Z80.60 64.60 

(17.86) (23) (18.08 
*J . . 2.72.97 12.10 2$5,7(a 44.42 1,1280 30.ZJ 91.31 2 ,676 55.37 

( 17.70) (22) (18.01) 
June . . 2Jf1.03 14,17 291,lO 44,42 1,18,80 36.67 91,31 2,91,10 66.07 

(18.13) (24) (y 
J ~ Y  . . 2.73.01 18.17 292J. 44.42 1.21.65 37.65 88.46 2.92.18 56.84 

Cl8.W 
A u ~ t  . . 2,70,60 10,44 44.42 1,31,63 38.49 78.49 60.08 

(16,so) ($7) (18.n 
September .. 2,86,IP 10.64 ZS,7t! 44.42 1,30,63 39.21 76,60 6,B.W 61.01 

Octolmr 
(18,48) (1S,@) . . 2,t)3,46 13.94 3 0 7 3  44.42 1,56.67 38.84 08.46 3,07,39 65.09 

Novomber 
(I8.:+6) (24) ( 1 9 9  . . 3.07.42 11.72 319,l 44.42 1,80805 37.60 56.47 3,19,14 70.52 
(19.06) (22) (19% 

Dscember . . 3,35,60 12.12 347, 44.42 2,27,C12 34.18 I1.W 9.47.72 78.24 
(zl.08) (23) (21191 

hnoliry 1942 .. 3.66.41 O.77 36&$ 4.4'2 2.48.1 31.64 41.60 $(US 80.03 

February (") CIU' 44,4!2 2.73.62 29.48 41.50 3,89,02 81.73 
(26,IG) 

hfuc h .. 1.10.07 i t 2 9  fb$? 44.42 2,12,85 21.53 lfB.26 43l,M 61.10 
(28,331 (1) (283) 

1942-48 
April 1042 . . . . 442,Gl 1 1  -6 44,42 241.66 28.47 138.22 153s 63.06 

(28.75) 
hlay . . . . 460.66 w? 4 4 ,  261,K'S 27.79 148,LG 61.61 

Ji~ne 
(28.81) ( 1  (Mi . . . . 443,19 12,92 456,l 44.4% 201.M 27.55 122.20 456,ll 67.15 

July . . . . 451,W 12,:30 4 Q a  44.42 280.79 29.52 102.37 71.49 
August . . . . 474,26 13.09 4879 44,42 311.70 28.73 102,40 73 09 
hyternkr . . . . 4WL.58 10.77 t i o o , ~  are 329.79 26.11 i u u , ~  74:ar 
October . . .. 514.70 9.78 44.42 326,83 21.84 132,39 !24,48 70.59 
Novembor . . . . 540.30 11.68 55l,S4 44,42 YB9,83 15,30 132.39 Sl,!M 73.24 
1)ecnm bet . . G70,36 144-4 585,W 44,4B 404,Ba 14.17 122.38 585gO 70.09 
Januurg 1943' .. 693,26 10,04 44.42 366,83 14,68 189.36 604.19 66.25 
February . . . . 014,36 1 7  44-42 38G.73 13,62 182,M M6p 68.69 
March . . . . 043.61) 11,Bq- -*,I1 -- 44,42 421.71 14.61 174.47 65541 71.15 

Noto :-Barma Fignrea ehown in W k e t a  below totals. Figurns for India only from J u n ~  1942. 
+ Including Government of India one rupee notes from July 1940. 

09 



STATEMENT XXXI 
R ~ s ~ ~ ~ ~  BANK OF INDIA-ISSCE DEPARTMEAT 

WEEKLY STATEMEST OF ASSETS AND LIABILITIES 
( Reference pamgraph 65 ) 

(In Iakhs of ruprcs) 

Xotes held 
NEEK EXDED (FRIDAY) h t e r  in in Banking Total Co:d Coin & Sterling Rupee Coin 

Circulation Department Bullion tkcuritiee 

1 1042 3 

sr 9, 10 

31 , 17 

,, 24 

May r. 1 
C1 

8 1. 11 8 

1 3  ,, JS 

9. , "2 

s, 19 

June , 5 

pS ,, 12 
s* , 19 

,, 26 
J& ,, 3 

19 9. 10 
7 ,  ,, 17 
I.  ,. 24 
, 3 ,  31 

August ,, 7 
9,  9 ,  :4 

, : 1 
,, :!8 

&;'ternber ., 4 
,* ,, 11 

Percentage of 
Gold a.nd 

R u p .  sterling sccu- 
&curitlea. rit.ies to totd 

notcs jsliued 



September 1042 18 
,, 25 

~ G o b r  ,, 2 
I9 >r 'J 
99 16 
93 ,, 33 
9, , SO 

Novemh:r ?, (i 
# ,, 33 

, 20 .' -j 
I, - 

GDe'bernber ,! 4 
9. , 11 
>*  9, 16 

26 
~ a k m ~  ljk3 1 

,. 8 
91 ,, 13 

03 
: -- 

L , 29 
F ~ ~ I N D ~  9,  5 .. 12 

Bume figurt-9 shown in brnclieta below totals. Fiprca for India only from 12th June 1st. 
* Including Government of India one rupec noh from duly 1940. 



STATEMENT XXXII: 

Lant mday 
of 

April . . 
May .. 
Jnno . . 
Jnly .. 
Auguat . . 
Septamber . . 
Ootobar . . 
November . . . December . . 
January . . 
F e b r w y  . . 
Much . . 

Total Notes 
Iamcd 

April . . . .  . . . .  
June . . . .  
Jdy . . . .  
A u p t  . . . .  
Septembem . . . .  
Ootobm . . . .  
November . . . .  
Decambsr . . . .  
January . . .  
Februhry . . . .  
Mmoh . . . .  

h'otea held 
in t. he 

M g  Dept . 

OF NOTE CIRCULATION IN INDIA ASD BURMA SINCE 1937-38 

( Reference prai~raph 65 ) 

(In lskhe of rupees) 

1934-40 

Notcs in Total Notee Yotcs held h'otes in Total Notes Nates held Notes in 
Circulation h e d  in the Circulation h u e d  in the Circulation 

Baking Dept . Banking Dept . 

Excludes Burma Xotes 





Avnrage [or 
iivn years 
1909-10 t o  
191514 

STATEMENT XXXIV 
ABSORPTION OF SMALL COIN SINCE 1900-10 

(Rcferrnw Parapczph 68) 
(h tll~ll&Wld~ Of r l l p ~ s )  

Silver Pollr Two One IIalf Singlc Half Fie 
Half allna R ~ I I I L  anncl snoa pice pice piwcs Tot~ l  

Rup(~lit  piecw pi~wm picccs pieces* 

Average for 

.......................................... - . - .... ............ - ...... -- ..- ...... - . 
t Since tlio i~l;bugl~r~.tiuu ul tlra Hcsutvtl Blink in 1933 silver half Ru~wi i  ~ I R V O  be011 i~lclurld in ststislics relatil~g 

Ln limaII cuin . 
* f i k k  half arm* p icw inlroducutl in Jam, try 194:! 

104 



9PgBIC -1- 

H'P91 + 
29'9s + 
bL'I9 4- 

m'o . 
88'Ei .. 
SO'PZ + 
E6'6 . 
so% . 
GSSEI + 
62'22 . 

w'12 -1 . 

os'n . 
LE'O~ . 

86 + 
re's + 
sosn . 
ar's . 
E9'1 + 
ZE'PI + 
9Vs -.- 

Sl'l . 
W'Z6 . 

~'ZP + 
zz'f.6 + 
60'W 

69%) + 
10'0'2 + 
06'23 ... 

Z8'6& + 

ZS'I + 
W'96 . t 

Lci'n + 
8t'L + 
CZ'LE + 
80'01 + 
09'21 . 
Z9'9 . 
OV'Z . 
1v'fi . 
IZ'C . 
oe . 
99'L . 

C8'8 + 
~5'1~ . 
IL'IZ . 

COSC . 
sL'8 . 
9L161 . 
L1'8 . 
99'E -k 

ZQ'L + 
9Ga6 . 
oP'uI . 
89'92 . 

SO'OZ + 
ZO'Sb + 
98'LZ f 

18'~C + 
W'OT + 
OL'9 .- 

m'zz + 

AXXX ~~V.LS 



16% 

II'P + 
86'9 + 
~9'6 4 

sr'rr+ 

&9'9 + 
L8'V + 
60'2 + 
86 + 
01's - 
19'1 - 
w'r + 
CZ'Z + 

'seqd a!d Duo aa@ J[8q h!pn(an~ I 
.Illno a!pq 303 se~n&g $ .won eedn~ auo wpu] jo $nemruoaof) Wl!pnpn~ 4 

~s'19'z + WOL Hkr+ 90's + 8I'L + 
nc6z+ qmam z&C+ $69 t 56'1 i 

1I'IZ+ bmq%~ U692+ $PO 4- 91% + 
68'82-k Cmnwr ~6:a+ E9 4- S?'8 4- 

m'~+ ~aqm-a oz%+ 09 f zvdr + 
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STATEMENT XL-. (contin ued) 

WHOLE RUPEES COINED AND ISSUED FROM THE INDIAN MINTS 

Coined in Coined in Coined in Total Cubed 
Calcutts Mndrse Bombay 

. . . .  . & u d M  1906 10.47.97. 164 ...... 16.89.63. 209 (j) 26.37.60. 433 . . I .  1807 . . . .  8.13.38.000 ...... 17.09111. 816 (k) 26.22.49. 816 . .  1908 . . . .  2.03.17. 728 ...... 1.07.14. 770 3.09.32.498 

1012 4.61.22. 132 ...... . . . . .  7.80.67. 074 (m) 12.41.89. 206 . . .  1913 . . . .  7.58.00.103 ...... 8.74.06. 788 (n) 16.32.85.961 

. . . .  1017 coined in 1918 17.74. 025 ...... ...... 17.74.025 

. .  1918 ooined in 1919 40.W. 006 ...... ...... 40.84.008 . . . .  1919 . . . .  10.88.06.224 ...... 22.67.06. 054 42.35.12. 278 . . . .  1019 ooined in 1920 1.44.00. 031 ...... ...... 1.44.00.031 

. . . .  1920 coincd in 1921 84.00. 064 ...... ...... 64.00. 06rl . . . .  1020 ooined in 1922 6.64. 000 ...... ...... 5.64. 000 

1920 ooined in 1923 . . . .  49.38. 0.50 ...... ...... 49.30. oao 

Total . . 270,!20,!56. ,128 10.76.07,W 417#79,34. S23 698.75.91. 961 

(j) Including RE . 3.90. 310 coined for Indian States and Rs . 167.0,000 (Cdoutta RE . 32.00. 000 and Bombay 
Hs . 135,00.000) coined from Silver iu Gold Stsndsrd Heaerve . 

(k) . Rs . 94. 766 ooined for Indian S t a h  md HE . 433.00,000 (Calcutta Fta . 168.00,000 and Bombay 
RB . 266.00. 000) coind from Silver in Gold Btandard Itomme . 

( I )  .. Rs . 1.01. 459 coined for Indian Sktee . . .  .. (m) 1WG.260 11 81 . . . .  .. (n) 12.78.441 .t I. 

( 0 )  Quaterntuy R u p x  
111 
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