
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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P A R T  I 

ECONOMIC AND FINANCW 
DEVELOPMENTS ABROAD 



GENERAL ECONOMIC DEVELOPMENTS 

In the h t  ycar 01 peace the world mas still struggling with problen~s left over 
by the war. While civilian production was recovering from low martinie levele, 
shortages werc not all eliminated ancl many nmrtime controls had to Le continued. 
Industrial progras was hindered by short,ages of fuel, powcr aud raw rnat,eriala 
on the one hand and by wiclcspread industrial mlrest on the other. Thc inadequacy 
of coal supplics to meet the rising industrial demand wits ac~itcly felt in almost 
every industrially advanced country. In thc United Kingdom, ixi spite of a rise 
in the average coal production d h g  1946 as a)ruparetl with 1945, the higher rate 
of consmpttion over the rate of production necessitated &awing upon stocks and 
precipitated s power crisis in February, 1'347. Man-power shortage was an import- 
ant factor affecting coal prodnction, ae also induatrial production in general. 
Scarcity of labour has been cxprienwl in a large numbcr of countries, although 
in m l ~ y  cases this was only a regional phenomenon, with surpluses cxistiug in other 
regions. In countries with fnnt dereloyiug industries, like Austrdia, scarcity 
of labour was felt in thc growing llldustriul ccntrcs where adclitional housing facilities 
were not available, while in some cases, as in Canada, the housing shortage by 
affrctiug the mobility of labour prolonged the rather severe im~mployment in several 
small cities where hcavy war iuclustry hncl yredoxuinatcd. The promotion of 
house-h~ddi~g nctiviI>y fc.ztu~.ecl proruincntly iu thc post-witr recanstruction and 
developmeut plam of niodt, countries. I n  the 'C'nitcd Kingdom, the number of new 
houses constructed during 194Ii wns nearly eightpen times that* in 1945. 111 Illany 
col~ntries, as iu Aa~t,rdia. Govcrnmeuts hnvc p l a u r d  pal>lic housing and other 
building progammcs on an extensive scale. Industrial protlnation m i r l e  fair 
progress during the year under review, in spite of shortages of fuel, man-power 
and mw materials and thc diffic:nltics cawed hy the inadeqnacy of housing. In 
the United Kingdom, substnntiul progesa was made in bidustrial rc-equipment, 
rcpair of war damage, nncl building ,zc:t.ivity all11 in promoting nn increaser1 flow of 
cou~u~nlem' goods and exports. Jnclustrial equlip~nent and nlaintenancc work in 
1946 reat:hcd very nearly the nmmal pre-war level, whilc the inerenso in bupplies 
of comi~ineru' gnocls mny bc said to be rcflectcd in tho level of rotail sales which 
ruled 20 per cnnt in tennu of value above the previons year, though taking price 
changes into account, the amount of goods sold w~ probably still 15 per crnt below 
pre-war. Tntlu8tna.l production jn Switxerlnncl stood at n high level making large 
qanntities of watches, machil~ccry and chemicals axiiltble for export. H Swcden, 
indualrial prodnctiou d ~ ~ r i n g  1946 rose sliglltly above the prc-mar le~cls. In 
h'or\vny, it touched prc-war levels, thc production of capital goods rising more than 
that of consumers' goods. In Prance, cement production mas above prc-war levels, 
although inadequate for the post-war needs, clnd text-ilc production reached the pre- 
war rate of production towards the end of 19.16. However, in many other lines, pro- 
duction was below pre-war. In Bclgi~un and Czechoslovakia, the main items of 
production ranged between fif) and 85 per cent of prc-war levels. Cousiderable 
progreee wns medc in Aust-ralia asd South Africa and to a certain extent in C a n d s  
towards oxpansion of existing industries, ancl thc development of ncw ones 
In AustraIia, schemes of expansion have been pl~nned for newsprint und paper, 
motor trucks and tractors and civilian aircraft production ; new industries for the 
production of eIectrical equipment, motor car parts, textile machinery, silk and wool 
fabric, foot-wear and clothing, engineering and pbnrmacerltical products are expected 
to be developed. In many countries of h i a ,  plnns of economic ancl industrial develop- 
ment depending on import of capital goods made little progress, as supplies of capital 



goods were limited because production in the supplying countries had not yet 
recovered adequately, and a considerable proportion of the available supplies was 
required for the home needs of the producing countries themselves. 

The world food production in 1946-47 was cxpected to be about 7 per cent 
above the lorn level of the previow year. The Itrrgcat percentage increase in pro- 
duction occurred in t,hc wardevastated m a s  and in are- stricken by drought in 
the previous year, but the output in these areas was still below pre-war average and 
these areas were in urgent need of continued large imports during the ycar. T a w  
into account an increase in pop~lat~ion of at least 7 per cent over p ~ - w a r ,  it b e  
been estimated that on a per capita basis world food aupplies in 1946-47 were about 
5 per cent below pre-war. This shortage :eva not, however, evenly shared. Further, 
in cases of countries wit.h an already low level of food consumption, a comparison with 
the prewar level of foot1 aupplics does not provide an adequate memure of real 
shortage. Since import de-ds, o ~ g  to t,he persistent shortnges, were in excess 
of exportable q l u s e s ,  thcre WM a continued need for intemtionsl allocatiom by 
the International Emergency Food Couucil. During the year under review, a largc 
part of food shipments comprised rclicf shipments by UNRR.4, individual Govern- 
ments and private organisations, and military shipn1ent.s for feeding civilians in 
occiipied areas. 

During the year under review, thc cconoruic problem for most countries was 
that of spocding up production to the highcat possible levels in order to combat 
~hortagea and inflation and to increase exports so as to acquire foreign 
cxchauge resources for h n c i n g   import.^. For the. United States of Amcricn, 
homevcr, t.he problcm mas not only one of keeping up production but also largely 
one of assuring steady mnrkets, both at home a d  abroad for the products of her 
industry in order to maintnin pnn1uct.ion and c~nploymeut a t  high levcls. The 
danger8 of the internutiowl repercu~~ionu 01 a depression in thc United States 
are being rcalived h all cou~ltriw, and dcve1opxnent.s in the United States are being 
sat.ched with keen interest. 

As the year under review opened, hnerican intlustry was passing 
through the finnl phases of recouversion. Ecomomic activity was at ti high 
lcvcl, with increasing production m d  largc conuumers' clcmnntl. Tho record 
1c:e~cIs of wales dispelled the earlier feam of a deprwsion which was expected to follow 
the curtailment of the high war expenditures. However, ss the yenr progressed, 
this optimism :eva replaccd by the Iears of a pssible rcccssion iu economic activity. 
The average physioul volume of inclurrtrid produotion during the year wan cousi- 
derably hwer than during the prcviow year, thc annud average of tho Federal 
Reserve Sonrd Index (1935-39 = 100) being 170 ns against 205 for 1945 and thc 1943 
all-time recorcl of 239. Howcvcr, the index of 170 for 1946 is a peacetime record, 
the highest pre-war figure being 113 for 1037. The index, which had hccn falling 
during t,hc period of rea>nversion from the high wartime levels, reached the low 
point of 162 (adjusted) in February, 1946. After February it b c g u  to recover 
and in December it stood at 179 (adjustrd). Industrinl strife interfered with 
production throughout the p a r ,  particularlp during January a d  February, 1947 
wl,~en strika in major industrieq ca~~seci comiderabla &location. Labour relations 
rcrunined a difficult problem and t.bc President's " Stnte of thc Union JIewge " 
and his " Economic Report " delivered in January, 1947 gave considerable import- 
ance to t h i ~  question nntf suggcstcd 111e;llrs for improving industrial relations. Lrn- 
employment continued at low lemla, rang$% between 2 d l i o n s  and 24 milliom 



as compared with an averngc of 9 Inillions for 1939. In spite of a lower physicnl 
volume of industrial production, the NntiormI Incoxlle for 1946 was estimated higher 
a t  164 billion dohm,  e q  against 161 billion dollars for 1945, showing a rim of 3 billion 
dollnm, which reflects the trend of rising prices. However, t.hc total of salaries 
and wages for 2946 was estimated at  106 billion dollars as against 111 .4  billion 
dollar8 for 1945, showing rr fall of 6.4 billion dollars. This fall in the incomes of 
the bulk of coxltlumcrs brougl~t into relief the yorrsibility that consumere' incomes 
may prove inadequate for purchasing the large volume ,of goods produced, at. their 
present pricc~. 

During the yenr, prices in tb 1;nitcd Stat.es shawcd 8 sharp rise. Following 
some wagc ulcremra, conceded by indwtry early in thc year, there was a strong 
business dmiand for the relaxation of price control. The Ofice of &ice A4hir&it rs .  
tion Extenoion Bill having emerged with only limited powers from the Congress 
way vctocd by Preuident, Truman, resulting in an uu~expcctcd decontrol of prices 
during July. With thc pressures on tho price atr~~cturc thus unleashed, there was 
some 10 per ccnt rise iu mholcsale pricctl. Lntcr in the rnonth, l~owcver, a new 
Prim Cont.rol Bill wrra signed by t.he President restoring the Office of Price Adminis- 
tration wiLh itn powors and functiom curtailed. By c ~ l y  autumn, sllocations of 
mtmerialu and priority c:ontrols were 1iI)ernliscd one aftm mothcr, sld I>p 
November, d l  price ailinp except those oil sugar, rice mi rents were abolished 
and apart from ~lolIlj~lal control over R few materials and allocntion of certain 
importcd cormnotlitie~ in very short supply, most co11l1llOdit.y c~ntrols were removed. 
Price advancen followecl in the wake of the measures of decontrol and the elifniucrtion 
of subsidies iw that the indiccs of wholeuale prices and cost of livirlg s t d  a t  196 
autl 157 rcspcctively for >larch, 1947 as ngaimt 143 and 131 for the corresponding 
month in the previous year (vide Statement I). In January, thc President of the 
United States in his "Economic lteport " and in the "State of the Union BIetlsage " 
sounded a note of warning against continunlly rising prices and called for an 
" equitable price structure ", to he achieved throqh the voluntary co-operation 
of all economic groups. With the prod~zetion potential a t  unprecedented levels, 
the President pointed to the dmger of raising pricm to such an extcnt that the 
comuming puhlic would not bc. able to purchase the trernendow volume of goods 
and serviccs which would bc proclilced during 1947. 

The rise in the United Kingdom pricee, although relatively greater during the 
year than during the previons two years, was co~uparatively nmall during the 
early part, largely owing to the coutinunnc. of the full apparatus of h n c i a l  and 
physical controls and the sucwsal~il integration of its financial machinery with tho 
more comprehensive policy of national reconstruction. Eveu so, rising cost 
of imported ram materials, especially from the Unitcd States, incrensecl wage 
rates, shorter working honn nnd relative shortages of file1 and man-power contributed 
to n rise of a h u t  10 per cent in the pricee of industl-in1 materials and manufactures. 
hIahIly through thc payment of hcavy subsidies for ewential itcms of food and utility 
clothing, living costs were kept almost ~tahlc  d~uilig the ycar, the variation in the 
index bcing only from 13'J to 133. 

The risc in Canadian prices and c o ~ t s  during the year, although higher than 
in the two prcvious year6 was moderate a8 compared with the violent upsurge in the 
United States ; while the indice! of whole~le price8 a.nd cost of living in Canada rose 



by 20 a d  9 points, the relative indiccfi in the United States went up by 53 and 
2G points respectively. The two countries, however, had achieved a fireater 
rnctx9nre of sucwas in the ~ c o n v e ~ s i o n  programmes, compared with the united 
Kingdom, owing partly to thcir relatively larger nun-power, stronger balanr, of 
payments position and also becansc of the abscncc of material destruction within 
their borders. Price  trend^ in hot6 thc countries, therefore, mere ronghly similar 
upto June. 1946, after which thop sharply &vcrge:ed largely tw a reeult of the different 
price policies pursued by each conntry. drs against the abandonment altogether 
of controls in the 1!1litecL States, Canada's price policy continued to bc one of orderly 
re-adjustmnt throi~gh gradual decontrol and reduction of subsiclies. Thus, in 
February, 1946, the first step was taken in Canada by the removal of a number of 
unimportant it en^ from control ; iu Jlily the ovcrnll price ceiling policy was nban- 
doned in favour of a eelcctive one though it wau Eltill wide enough and in January, 
1947, the 1iut of itern under control was further reduccd to goods of ba~ic importance 
in living costs and production costs. Besides, the sy precistion of the Caundinn dollar 
to  parity with the United Slates dollar colltribnteci in some measure to mitigate 
the repercussions of the Unitetl Stibtes' price rise on C'madc's internal prices. 

3 MONEY MARKET RATES 

During the year 1946, B'ZILk rates in n~ost of t'hc important co~~ntries of the 
world remained unchanged at previoi~s levels, the exceptions i w h g  the following 
countries in Europe. 

RnLs I)ifferonco 
Country Dutn of last - -- - -- 

cl~unge Previous Present 

Of thcse seven col~ntrieu oi~ly three revised the Bank rate upwards, probably to 
etem further illnation which had already rcnched rlniigc1.o~ proportions. The 
Belgian Nntionsl Bank increased its rate of discount, in two stages, first on 7th 
November, 194G from 14 pcr cent to 2$ pcr cent and for the second time on 19th Deceu- 
ber, 1946 frum 24 pcr cent to 3 per cent. For several months before this, the rates 
of htercst were on thc increase and the rise shomecl i t d f  particularly in free sectors, 
such as mortgages, stock cxchange loans und industrial clebcntares. It is, however, 
significant that since the wnr the rate of discoimt in question had remtined low. 
In thecase of other leading countries the Bank rates were either kcpt ateady or 
lowered slightly. 

Like the Bank rate, the call lnoney nnd other short-term rates also did not 
record any material variat,ions exccpt for bricf periods 8s shown in the tabIe 
on page 7. 

In the 'Ilnited Kingdom, thc rate for thrce months trcasury bill8 varied bctween 
0.50 per cent and 0.51 per cent during 1346, while the rates for commercial bills or 
acceptances for three months and t.he day-today money remained s t e d y  around 
0-53 pcr cent and 0 -G3 per cent respectively throughout the year. In  the United 
Statee the Government's policy continued to be directed toaarde the maintenance 



TABLE: 1.-MONEY MARKET RATES OF IMPORTANT COUNTRIES OF TtlE WORLD. 
Source : Unitod Nations Monthly Bulletin of Statistics. 

l94G 

Country Jnnnary February AInrch April hhy June July .luyust Septr~nbor October N o ~ c m h ~ r  T)ccemler R w m t s  

United Etatea h 0 .  i 6  0 -75  0.7.; 0.75 

A 3  . . . . F.31 . . 
0.80-1.10 4-0 months 

11.38 0.38 3 months 

1-2.5-1.50 

0.63 3 montha 

0.51 0 .50  3 month 

0.63 

1.09 1'11 3 months 

t'nited Kingdom t i  0.53 0.33 0 . 5 3  0 . 3  

Argentina 1 0.95 1.04 1.06 1.10 

Union of South 
Afric8 H 0.03 U.G3 0.63 0.63 0.83 0'63 6 months 

0.W 0.40 3 lnonths 

1.00 1.00 3 months 

3 montba 

-J 
Canadn U1 0.36 0 . 3 6  0.36 0.37 

Auat.ralin B1 1-00 1.00 1.W 1.00 

Belgium A 1 i i  1.50 1 1.30 
C 0.50 0.50 0.50 0.50 

-. Commercial bille or noreptancee. 1 -- Trerbsury billa : rnte on ~ R I V  islues offered w ~ t h i n  perlod. 
B = Treasury bills. 2 -: Uulted Pt.ntes : Comrurrcial loan rates in 19 clties. 
C = Day-to-day money. 3 = 1Csnge of lcgal rates. 

4 = Unitod Kingdom : B, aversge discount at tho wot?kly tender ; C, nveragfi of tho ~veekly range of rates. 



of the existing rates structure in the face of a widesprr~d demand for i t ,~  upward 
revision. The rate for commercial bills or acceptances remained unchnngctl nt 
0.76 per ccnt during the first half of the year but later gradually increased month 
hy month and oscillated between 0-89 per cent and 1-10  per cent h November, 
1946. The commercinl loan rate in 19 citics of the United States was 2-31 per cent 
in March and i t  improved to 2 -41 per cent in Junc though later it sagged to its old 
Ievel. The rate for three months treasury bills remained unchanged a t  0.38 per cent 
throughout. The day-to-day money rate remained steady a t  1 per cent till July, 
1946 but after that varied between 1.25 per cent anti 1-50 per cent. 

Among other countries, in tho Union of South Africa, thc rate for six months 
treasury bills remained steady a t  O.G3 por cent during the year. In Canada, the 
thrce rnontbe treasury bills rate improved from 0.36 per cent to 0.39 per cent in 
May and to 0.40 per cent in July and continued unaltered themafter. In Prance, 
the day-today money rate movd  up from 1 a 2 7  per ccnt to 1 .:I6 per cent by April 
but thcreafhr with smdl fluctuations rcccded to 1-99 per cent I,? 
October. la thc Netherlands, both the treasury bills rate and the day-to-dny 
money rate showed uncertain tendencies. Beginning with 1-03  per cent and 1.00 
per ccnt respectively in January, they recorded their lowest levels of 0-88 per 
cent and 0 -50 per cent in April, improvcd thcrcdter a11d touched the highest levels 
of 1.52 per cent and 1.42 per cent iu July, but dcclincd later again urltil they 
rcached 1.00 per cent and 0.78 per cent respe~t~ively by n'ovembcr. 

4. CURRENCY 

An important development during the year in the field of currency was the  
enactrncnt in the United Kingdom of a Coinage -4ct authorizing the Govcn~mcnt. 
to  replace silver coins by coins of the samc dcnominntion minted in c:upro-uickel, 
comprising 75 per cent copper and 25 per cent nickel in thc place of the present 
alloy of 50 per cent silver, 40 per cent copper, 5 per c.nt  nickel arid 5 pcr ccnt zinc. 
The high price of silver aud the obligation to return lend-lewe eilver to the United 
States were thc two main reasons put forward for t.hc proposal. It has been 
cstimted that about 20 million ounces of silver would be recorcrcd amually. 

The rive in uote circulntion, which had been such a marked feature of the 
war yen.m, was quite moderate in most of the coulltriw during the year. The 
table below givcs the volume of currency in circulation in somc important countri~y 
st the end of 1945 anti 1946. I t  may, however, be mentioned that although there 
was rt chcclr on the espansion of notcs in c*irculation it had no effect on the general 
price-level which continued to rise due to thc gcncral widespread shortages. 

TABLE Z-NOTES IN CIRCUJ.ATION. 
(In millio~~u) 
Percontaq~ 
Increaae 

End of 1W Hnd of 19.16 over 
1046 

Gnitcd Kingdon\ E . . . .  1,380 1,422 3 , 0 
. . . . . .  Australia EA 2W.0 207.0 3.5  

Canada bC . . . . . .  9'JZ 1,042 (u)  5.11 
K e w  Zeabnd E X Z  . . . .  46.2 r--1.2 8.7 

. . . . . .  UuiLed 8ta.tea S 28.5 ( 6 )  Y!j.O (b )  -. ., 1 . 8  
Frauce Pr. . . . . . . . .  .5SU ( b )  4 LA ( I ) )  26.7 

Bource : United h'ationn Monthly BuUebiu 01 Statist-ice. 
(u) A t  thc end uf Piovnmber, 1'346. ((Ir In 1,000 million. 



But the situation in a number of Eastern Europeancountries was diffcwnt from the 
rest of thc world and showed fibher det,erioration (luring the year under review. 
The following table gives a picturc of currcncy inflation in some of these countries. 

TABLE %-INDEX NUMBER5 OF NOTES IN ~ C U L A T I O N  ". 
(June LWQ= 100) 

E d  of June 

1945 

Finland . . . . . . . .  7 i O  

Czechoslovakiu (1) . . . .  520 

. . . . . .  Bulgaritt (2) 2,320 

Yugosluvia (3) . . . . . .  4,070 

Roumnia (4) . . . . . .  1,680 

~Source : Report of the h n k  for Inl.ernationn1 Settlement~ 1945-4(1. 
Table b d  on rukqlar official statistics cxccpt for Yugoslnvin. 

( I )  Bank notcs ieuud in Praguo and Bratidavo yluu Trwrury Notea. The index for 1946 
ruymwnte tho new currency. 

(2) Including trcaeury bills circulating as cnrrcncy. 
(3) Tho index for June, 1W.i represents the notes withdrawnat thu tillre 01 the co~lverninn (April- 

Junc 1946). 
(4) For cnd of June, 1 W, eutimrte being based on hst  rcportcd Ggiue : Lei 1,552 millbtd for 

March, 1946. 

U s t i c  measures m;h IN the exchange of notes in certain cascs wit.h blocking 
of a part of the old issucs wem reportcd to have brought the ~ i t u t ~ i o n  under control 
in Finlnnci, Czcchoslovakia and Bulgaria, while in Yugoslavia the currency was 
drastically reduced. But, t.ha ~ituation in Rourmnia a ~ d  Huugary went entirely 
out of hmd. In Hungary pmtic~ilarly, the lack of public confidence as also the 
short supply of good3 led to the terrible Uat.ion unknown in world history. In 
Aup.st, 1946 t,lie old pengo war replaced hy a new currency cdlcd the florin. 

5. CENTRAL BANKING 
The nanco Central de la Republics Argentina was natiodiwd by a Govern- 

ment decree at the e d  of ilarch, 1946. Under the nationalisation schcme, hnlf 
thc capit-a1 of t-he Bank till then held by privatc brrnlrs wns tuken over by the Govern- 
ment, which rcpnid it 111 cask or in specid encashablc trcrrsury bonds carrying 
iuterest at !2& per cent, the remaining A 0  per cent of the capital bcing already held 
by thc Government. Of thc ncm board of thirtcen directors, excluding the President 
and the Vice-Prmidcnt, five will represent Government depsrtments-the Ministries 
of Finance, Agriculture, Pul~lic Works, Iudutry and Labour. Three others will 
be presidcnts of b d s  under Government control, the rest reprwenting industry, 
comrncrcc, labour, apiculture and stock-raising. 

The Dutch nat3ionalisation programme contemplates the transfer of thc 
Netherlaadti Bank to Stde-ownemhip. Soon after liberation the Dutch Govern- 
ment appointed 3 Committee to  coll~ider the future of the Central Bank- 
Pending the publication of thc report, a Eoyal Decree was issued iu October, 
1945 providing for thc reintroductiou of the Bank Act wit.h important mo&ficntions. 
Ufider this Decree, the Crown ussumed the right to approve the appointrncnt of 
direct-ore ol the Bank, and on Advisory Balk Council of eight persona appointed 



by t,he Ministcr of Finanta was established. It was provided t,hat if it was necessary 
t o  co-ordinate t.he monct~ry and hancial policies of the Government and the B a d ,  
t.hc Finance Minister, aftcr consulting the Council, could issue hatructions to  the 
B o d  of Directors. In order to prepare for t,he transfer to State-ownership, it was 
provided that the l3iank'a charter would be withdrawn beforo due date. 

6. COMMERCIAL BANKING 

The deposits of wmercia l  banks continued to increase duuing 1946, helped 
partly by the cont,inwce of r t i o n i ~ q  of esaentid gooils and of tfiutrols over imports 
and exports, which were only gradlmlly and partially llfted and the eomequcut short 
supply of comrnodit~iesres~lt~ed iu t,hc accumiilntion of surplus purchasing power in the 
ahnpe of deposits with banks. But unlike during the war, with the gradual widening 
of the free sectors of internal nu \iVelI intmational trade, a d  the return of indwtry 
to pencetime production requiring IL larger measurc of finonai:tl aid, particularly 
kcausc of the withdrawal of s p a i d  war 1neasuce8 like p r o g r ~ , ~ ~  payments, \)auk 
loans and advanccs generally recorded a rise though they still remain substantially 
below the pre-war level. !J%e following tablc compnreR the amounts of deposits 
hold by conmercid banks as 23150 tho rirlvallces made by thcm as at the end of 
1946 and 1946. 

TABLE 4.-DEPOSITS AND LOANS OF COMMERCIAL BANBS. ' 
(In ~cilliom) 

End of 1U45 End of 1946 
- -- 

Loans and Loans and 
Dcposita Advances Ptrcmlayc 1)rposits Advances Pe'erccnkrgc 

and Hills to md Hilh to 
1)iwountd Depoyila 1)iecounted 1)epoclilr 

United Kingdom E 4,XM) 1,436 ( h )  59.6 5,686 2.022 ( 6 )  35.6 
C:m& SC . . 6,884 1,706 26-1 7,228 1,897 56.3 
An~tmlia f A f  . . W0.3 P0S.U 34.5 038.0 261 - 1  41.1 
Uniun of South 

&ica CIA . . 322.4 46.6 14.5 :341. 7 90.0 26.6 
Xew Zuland mZ., 141.6 63.3 37.7 1%- 9 66.2 41.7 
Xnited Statcs S* . . 104,495$ 26,765 24.7 110,320 (n)f  20,791 (a) 24.3 

(a) End of June, 194G. ( h )  Includcs morlcy at call w ~ d  shc~rt, notice, b i b  diwowhd und 
advances to cuntomora and other accounts. ? Adjustcd demnnd nnd timc deposits. 
f Avcrogu of weeks. * All Inenrcd Com~nercull Bunke. 

Ug~iled 8tutes.-Thc following tahle discloses the position of United Stateu 
l ~ d e  at, thc end of December, 1945 nnd June, 1946. 

TABLE 5.-ALL INSURED COMMERCIAL BANKS IN THE UNITED STATES. 

End of December 
1048 

Demand neposite : 
. . . . . .  U.S. Government 23,740 

CNho~u . . . . . . . .  60,'JB3 

Time 1)cpaite . . . . . . . .  20.946 
. . . . . .  n e ~ ~ 0  ~ ~ U I C ~ R  15.810 

h n  n . . . . . . . . . .  2 5,766 
U.8. Government Obligations . . 88.81 2 

(In nlillionr of dobrs) 
End of June 

1 MR 



In  the United Shtes during thc war bank.5 invcsted heavily in Clovcrnment 
securities resulting in n rim of thcir 1 1 0 l ~ ~  from $21,046 million in December, 
1941 to  $88,912 million in December, 1945. Thc proceed8 of the aalo of securities 
to the public wcrc not taken over by the Govcrnment but were deposited with the 
banks. Thus by December, 194.3 Govcnunent deposits with the United Stat- 
bank8 had risen to $25,740 million. After the war, howcver, the trend was rcvcrsed. 
The repayment of rr part of their public debt by the United State9 Government as 
a moans of curbing inflation through a reduction of the rnembcr bank renerves with 
the Federal Reserve B A A  renulted in a drop of almost $6,000 millio~~ in the Govern- 
ment ~ec~uit ies held by commcrciol banks. This also r c d u d  Qovernmcnt depaita 
with tho banks by more than 45 per cent to  only $12,942 million by t.he end of 
Junc, 1946. Further, in order to check an undue expmion of credit agaiust Govern- 
ment securities, Federal Re~erve B a h  discontinued thc special 4 per cent prc- 
iesential dincount rnte to  membcr b a h  for advnnccs secured by Government 
obligations dm or callablo within one year. 

Undd  Kingdom.-The following table ehows the position of the London 
clearing banks as at  the end of 1945 and 1946. 

(In million3 of pounh) 
End of End of 
1w 1948 

Investments . . . . . .  1,234 (255.4) 1,427 (25 .1 )  

Advnuoss . . . . . .  815 (18.8) 980 (17.2)  

I t  hi r e m h h l c  that in the b t  post-war year the deposits of commercial 
banks have, contrary to expectation, stecply risen. This is ,no doubt the result of 
a mnrkcd cxpansiou in a d v w e s  in thc period of reconversion as &O of the continuod 
monetisation of pu1)Iir: debt. It may be noted that thc growth in the bank inveat- 
lnents in the first post-war year VFU 11tim1ly largcr than iu any war year. 

There wirv duo a sigdicmt drop in the percentpago of cash to dept~i t  liabilities 
from 11.1 in December, 1946 to 8.8 in Demmler, 1946. Pollowing an agreement 
amongst the London clearing bank.% to end the practice of window-dressing followved 
for in the past il was decided to maiutain citsh around 8 pcr cent of total 
depchqit liabilities and to  preparc. thc usual mo~lthly statements ol ausei,s and liabil- 
ities on the third MTednesdny of every month except in June a d  December, when 
they mould I)e pn!pnrcd on the last day of thc month. 

Control of Cbmmettial Ikznb.-The necessity for a wider and stricter 
control of commercial banks, yiutiuularly in the conditions created by t,he war, 



attracted the attention of different Govcrments. Whilc the field of activit,ies of 
the Commonwealth Bank of An~trdia nae widened under the Act of 1945 by the 
establishment of the Industrial Finnnce Department, the introduct,ion of housing 
loam and the extension of t-he nctmork of branch banlung for undertaking general 
banking bnsincw, the Swedish Government is discussing the question of floating 
a State-co~t~rollcd commercial bank. Far-reaching propoeds for strengthening 
control over the expamion of credit by commercinl basks were contained in the 
annual report of the Fedcrcrl Reacrve Board of Governors published at the end 
of July, 1946. Thcy plead for dditional powers to (1) limit the volume of long- 
term marketable securities held by n commercial bank against net demand deposits, 
(2) require all commercial banke to hold a specified percent.age of treaeuty bille and 
mrtificatcs as secondary reserves against net demand dcposits and (3) raise reserve 
requirements within aome specitied limit agaimt net demand deposit-s. A smceping 
interference with commercial brmking, only short of outright ~lationnlisation was 
made possiblc in Argentina by thc two Decrecu i~sued in March and April, 1946. 
By the Decree of Bhrch, three banks, viz., the Banco de la Nacion Argentina, Banco 
de Credito Industrial Argentina and the Banco Hipotccario Nacional wen: made 
specifically subject to supervision by t.he Central Brink. In April, 1946 a Dccree 
was pnbli~hed which in effect placed all the commcrcinl banks completely under the 
dominance of the Central Bank. Under t.hb Decree, all commerci~l hank deposits 
are guaranteed by the Ccnttal Rank; they m ~ u t  he registered in its uamc and 
pass under its control. Tha individnnl banks are iurthcr prohibited from 
employing deposit.orsY resource8 except at t t . b  direction or with the nuthorit.y 
of the Ccnt.d B d .  They retain freedom of action in respect of investment or 
lending policy only to the extent of thc shareholders' retlowccs. This Decree 
applies to foreign banks operating in ilrgentincr in the same way ae the local 
bmkB. 

7. SECUWrY AND SHARE MARKETS 

During thc major part of the year 1946, the security market.s remained 
generally firm, prices on an average being higher than in the previous year. Ln 
most countries the boom which proceeded apace from 1942 onwards seemed to have 
run its coursc by the middle of thc year, after which the markets either remained 
steady or turncd easy, as in the caee of the United Statcs. Cl~eap money policy, 
comidcrable relief from high wartime taxation, higher levels of industrial activity 
and business profits and the large volume of liquid resources in the hands of the 
publio were some of the leading fnctors responsible for the upward trend of the 
marketa 

The &-edged markets ruled finn throughout the year, the yields touching 
new low levele in some of the oountrics. Government policy was dirccted either 
to st.abilising exiRting low yields on Government securities or to carrying 
them to lower levels. In the United Kingdom, cheap money wns yursncd with 
vigour, the Qovernment t,rying t.o eetablieb a long-term rate of 24 per cent not 
only for Government borrowing but also for borrowing by Home Corporations and 
Public Boards. In the United States, policy was directed towards preventing 
excessive rise in Government bond prices, with s view to  avoidmg the monetimtion of 
public debt and the consequent idatiomry effects. In the early months of the ywr, 
hhere W B ~  a sharp rise in gilt-edged prices, in expectation of lower rater, of interest on 



Government borrowing on the one hand, andon the other, dueto fear that the Qovern- 
ment might not issue any more lonns for eometimc t-o come. But this bullish ardonr 
of the market. was uubducd by the adoption of a series of measurea by the authorities 
like the elimination of the preferential rate of 4 per cent on Federal Reserve Bank 
advances to member b a n h  secured by Government 01)ligations aud the initiation of 
debt retirement policy whioh had a tightening affect on the money market. Bond 
prim continued to  decline slightly for sornetimc, but later remained s t d y .  In 
the Empire countries of Australia, Canada and New Zealand gilt-edged prices 
remained remarkably steady throughout the year. 

The equities markets also maintained a generally firm tone throughout the 
year in most of thc canntrica with the notable exception of the United States, where rr 
recession set in in June, culminating in a sharp break in p r i m  in Scptcmbcr, the 
total fall in prices since June an~ounting to about 20 per cent of the peak prices at 
the end of May. The precise cause of the break was in dkpute ; the recession began 
with the deciaion of the rruthorit.ies to check an undue rim in prices of the gilt-edged, 
this leading to a cautious and hmitrmnt tone in the equitiea nurrket aleo. The 
Scptcmber slump in h r o d  outline was due to the fears that the demand for thc 
production of American industry night not keep up to tlie level that k necessary to 
maintain reasonably full emplojmcnt ; that the present sellers' market might riot 
last long and that the production boom should inevitably be followed by a dcpres- 
sion. It was alw fwred that rising labour and other cogts might cut down the profit 
margins. Tho slump, howcver, did not produue any unfavouruhle repemwions 
on the credit, structure of the country becam thc long bull markct was b a d ,  
unlikc in the case of the 12129 boom, almost cntircly by cash. But t3hc Wdl  Street 
break affected market sentiment adversely, though for a short while, in other parts 
of the world, on account of the key position the United States ko lh  iu world eco- 
nomy. In the last few months of the year, there way some technical recovery on 
Wall Street, but trading t v u  ou the whole clu.ll. The Board of Governors of the 
Federal Reserve Syst~nl lowered with effeed from 1st February, 1047 the margin 
requircmcnts as regards registered sccuritics from 2 0 0  per cent to  75 per a n t ,  as 
it appeared to the B m l  that inflation had lmgely run its c o w  and that some 
readjustment in margin requirements was appropriate. But the change seems 
to have had no markcd cffcct on equity prim. 

In the United Kingdom, the industrial share inarkct remained buoyant till 
almost the close of the year, when the acutely growing fuel crisis seemed to dampen 
sentiment. In this country, perhaps more than anywhere else, the cheap money 
policy was responsible for the rise in equity prices ; the reinvestment of the mm- 
pensation money to the owners of nationalised enterprises such the ruilwap was 
a further ~timnlus to thc market. The markets in countries like Australia, New 
Zealand, Sweden and Switzerland were mtivc throughout the year and prices 
were well maintained. The table on page 14 gives the index numbem of mnrket 
value of indu~trit~l shares compiled by the Statistical Office of the United 
Nations. 

The year witnessed great activity in the mnrkct for ncw sccurities in the 
United Kingdom and the United States, consequent on the relaxation 
of the control over capital issues. Bo~owers were able to obtain capital on 
favourable term for tlie refunding of their existing obligations as well as for 
reconversion and expanxion ~hemea.  



TABLE &-INDEX NUMBERS OF MARKET VALUE OF INDUSTRIAL SHARES . 
(Base : January-June 1939=100) 

Averngo 1944 
Country 

1942 1'333 1944 1013 1946 Jan . Feb . Nar . Apr . Xng Juno July Aug . Scpt . Oct . Kov . Llec . 

Canada . . . . . .  
Cnited Stntes . . . .  
h i  . . . .  
Colombin . . . .  
Iiexico . . . . . .  
1)enruark . . . .  
Finland . . . . . .  

P 

France f . . . . . .  
h'olvny . . . . . .  
United Kingdom . . 
Sureden . . . . . .  
Switzerlnnd . . . .  
Australin . . . .  
Ncw 2eslantl . . . .  
India (11. the : Augtt.~t 1939) 

LJorrrce : U ~ i b d  Nations Nonthlg Bullctin of Stntistics . 
* Fi@~rc.s f~oni Jnnnnry 1946 repre.wt~t thu ncw se~ics calculated by the C'entml Dank . Bsso: 1937 s 100 
f J I I L ~ U ~ ~ I I : :  C ~ I I I I I ) ~ I C ~ H ~  Ijank~ uud TNIISPC, rt bhnlea tlince Uecemb'r. 1'945 ; excludii~g five ahxrev of nationnlibcd bnl~ks . 



8. BULLION 

Prodzlction and Sloth.--The downward trend in world prductiou of gold 
which atarten in the year 1'341 w w  rcvcrscd during 1946, the estimated world produc- 
tion in 1946 being 25 million ouncos as compared with the output of 24-3  million 
ounces in 1945, mprcsonting an increase of 2.9 pcr cent. The following table gives 
the figures of cstii~at,ed production in the major producing countries .during each 
of thc yeam 1939 to 1946. 

TABLE 7 . -WOW COLD PRODUCTION. 

L URLTWII EKI'IBE.. IL2.471 24.054 24,151 22,497 10,103 17,601 17,149. li.910' + 0 . 4  

( a )  U a I o n  of 
&,l~t lrAfrinr  12,829 14.017 14,386 14,121 12,800 12;177 18;2l11 11,018 - 2 . 4  

( ~ ) u u M &  .. fi.tsr 5,811 5,345 4.841 3.661 2,814 2,051 2 . 8 ~ 8  + 5 .3  

The marked rrmvery in the United State prodiiction was due to the mith- 
drawal, with effect from 1st July, 1945, of the onlcr of the War Production Ron& 
under which gold mining had 1)een restricted since October, 1942. The dccline in 
thc Empire's share of world output is mainly due to strikes and increased production 
costs, particularly in South Africa. With a view to encouraging production, the 
Canadian ~ o v c m e n t  proposed on 4th March, 1947 yome couces3ions in thc mining 
taxation stnicture. 

An important ovcnt during the year was tha announcement on 16th July, 
1946 of the conclusion of an Agreement under which the South African Rcscrk-e 
Bank undcrtaok to  sell to the Bank of England (witkretrospactivc cffcct from 1st 
Janiiary, 194G), not less than BO million worth of gold during each of the years 1'346 
and 1947 at the prioc of 172s. M. per h e  ounoc, rcpresentiq an iucreaue of :id. 
over the previous price paid by the l3ank of England for newly mined gold. This 
price is to be subject to ch~rngc in tho event of change in thc sterIing-dollar rate 
or tho United States nct buying price of gold. The Bank- of England, in return, 
would provide thc Union's rerjuirelnenh of non-stcrling exchange. 

Thc table on page IG indiatcs the chaugw in thc value of lllouetary 
~tOCks of gold of the Ccnttnl Badis and Governments of certain countries. After 
four succes3ive yeam of decline, the United S t a t ~ ~ s  stot:ks have recorded an increase 
of $464 million in 1946, while Switzerland nnd Rlcxico which were the chief gaincrs 
in 1946 hnvc lost $198 million and $113 million rwpectivcly. Iu France, the 
dexlining trend of remnt ymrs continued, the cxtcnt of fall in 1946 Ileing 
g294 million. 



TABLE &--VALUE OF MONETARY STOCKS OF COLD IN CERTAIN COUNTRES*. 

(In milliow of dollam) 

End of: 1913 1929 1938 1939 1940 1941 1942 1M3 1W 1 M6 1946 

United Kingdom . . 186 710 2,690 1.'' 1 1 1 1 1 1 i 
(h'ov.) 

France . . . . 679 1,633 2,430 2,709 2,000 2,000 2.000 2,000 1,777 1.w 796 
(Nor.) 

Bwitzcrhnd . . 33 116 501 649 602 665 824 9657 1,168 1,342 1,144$ 

In& . . . . 124 128 254 274 274 274 274 274 274 274 274 

South Africa . . 34 37 220 249 387 360 634 706 814 914 941 
(Nor.) 

Argentina . . . . 266 434 43 1 406 353 354 668t 939t 1,lllt 403 407 
Q, 

48 163 581 
(AW.1 

Belgium . . . . 609 734 734 736 734 732 716 735 

Bmzil . . . . 90 160 32 40 51 70 115 254 329 354 354 
(Nov.) 

JIexico . . . . ..,. 7 30 32 47 47 39 203 222 204 181 

Roumania . . .. 29 55 I33 152 168 182 203 260 267 269 269 
(Fob.) 

Swedm . . . . 27 66 321 308 180 223 336 387 463 482 381 

Turkey . . . . . . . .  .... 29 29 88 92 114 161 231 241 235 
(Nov.) 

- 
Figures b e d  on rote of 8 20.67 a h e  ounce till 31st January, 1834 and $35  an ounce thereafter. t Includes in addition to gold of the Central Bank 

held at home, gold of Central Bank held abroad and gold belonging to the Argentine Stabilization Fund. ** Gold holdiop of the Bank of England reduced to nominal 
nmount by gold transfer to British Exchange Eqnalizat,ion Account daring 1039. 7 Beginning Dcccmber, 1043 includea gold holdings of swiss Government; 
Current preliminary figure repreaente Bank holding only. $ Preliminary. 



Production of Silver.--Thc decline in the production of silver continued 
unabated, the estimated output in the Western hemisphere in 1946 being 107.1 
million ounces, representing a fa11 of 19.9 per cent from the 1945 levcl. The decline 
was due to ~ u c h  factors as shortage of laboiir, strikca and lack of cqaipment, the 
incidence of taxation of the ~ilver intlnstry being an additional factor of importance 
in the case of Mexico. Thc following table gives the fibues of estimated production 
in the major producing comitrieu during each of the years 1939 to 1946. 

TABLE 9.-WORLD SILVER PRODUCIlON. 
(In mlUlona of dnc ounces) 

( + ) O f  
I ~ B Y  1040 In41 lnrs 1043 nu 194s 104s k m n a e ( - )  

orer 1015 

Othcr Centr~rl nnd Wuth 
A~urtrlcanCountrl~~n .. 3U.U 31.5 32-4 I R . O *  15.1. 25.R 30.6  28.0 - 14.8 

Flgures for Pcni o ~ l y .  ** l'!xclnsivo of B u r m  flgurl-m. t )fovlsian~rl. 

After three successive year8 of dcclinc, the Unitcd States Government 
holdings of silver shonwls ~ m d l  p i n  of 1 -5 million ounces during 1946, the Treavury 
stw,ks, including coins in circulation, increasing from 2,717 million ounces a t  the 
end of I945 to 2,718.6  nill lion ounces a t  the end of 1946, 

Industrial and Monefary Demand.--The following table gives the figures 
from 1940 onwards of the estimated net consumption of gold in industrial arts, the 
net private absorption of gold by India and other Middle and Fa,r Eastern countries 
and the quantity available for monetary use. 

TABLE 10.--GOLD CONSUMPTION AND DISTRIBUTION. 

(In millions of !ho ounces) 
1WO 14P1 194% 1043 1044 lW6 1946 

Eetim\ted net noneumpLion in 
Indust.ritl.1 Arts . . . . 1.0 2-0 2.8 4.4 5.S 7.6  0 . 3  

Not privatu absorption by 
India, Chins, Hong Kong 
and the lrliddlc East . . -2.2 -0.1 0.4 1.1 1.7 1.8 1.1 - - - - - - - 

Rrreulting non-mnnrtarp nb- 
sorption . . . . . . -1-2 1.9 3.2 5.5 7.5 9-3  10.4 

Qold production . . . . 40.7 39.6 34.2 27.3 24.9 24.3 25.0 - -- -- -.-- - - 
Balance avnilablo for monntciry 

usc .. .. .. 41.3 37 .7  31.0 22.0  17.4 15.0 14.6 - - - .-- - - - 
Rwdting World Stock of 

hfonotary (;old at cnd of year 1188.7 976.4 1,(H15.4 1,020.4 1,046- 8 1,061-8 1,076-4 

r h r c e  : Union Corporntion Limited, Annual Report for 1946. 



It mill be observed from the tablo that the net consumption of gold in 
inanstrial arts iY steadily on the increase, rising from 1 million ounces in 1940 to the 
peak level of 9.3  million ounce9 during 1946. The Eastern countrie~ which, since 
Septem1)er; 1931, werc exporting gold on a substantial scale again rcsumed imports 
011 private account from 1942. On account of tho dwindling world production 
of gold on t.he one hand and the mounting ind~~strinl demand on the other, the 
balance available for monctary use has continuously fallen, the quantity of 14.6 
d i o n  ounces available for nlonetary use durirlg 1946 representing a fall of 65 per 
cent over the figure for 1940. 

As rcgards silver, there wa-s a comiderable dccline during the year in its 
industrial consumption in all countries excepting Canada, t.he decline being mainly 
due to shortage of auppIic8, particularly in the United 8tates duri~lg the first half of 
1946. The following table gives the quantity of silver consumed in arts and industry 
in some principal countries from 1944 to  1946. 

(In millions of ounces) 

Permnkaqe 
increme (+ ) or 

1344 1946 l1MG decreosc ( -) 
uver 1945 

3. Mexico . . .. 6 .5  10.5 6.0  - 5.2 

4. Canada . . . . 6.0 6.0 6 .5  
- .- - - - + 8 

Total 152.5 176.5 132-3 - 25 

The monetary demand for silver is on the decline ow4 mainly to the pre- 
vailing high price8, and the obligation of eome countries to return 410-8 miUion 
ounccs of lend-lease silver, ouuce for ounce, to the Unitetl Statee within five years 
after the declaration (which is yet to  be made) by the United States Prwident of 
the end of cmergcncy. m e  Britiah Empire's portion of the dcbt stanch at 326.2 
million ounccs, the share of India alone being as much as 226 million ounccs. 
Demonct.isation of silver offered n convenient sollition to  the problem of repayment 
of thc metal. In  tlJr, respect Tndia gavc thc lcad by deciding iu May, 1946 to replace 
the half and quarter rupee quaternary silver coins (of 50 per cent fi11enes)by pure 
nickel coins. Jn Scpt.ember, the Ullited Kingdom decided to withdraw from circuln - 
tion all silver coins and substitute aupro-nickcl ones. It is cstimatcd tbet t-he silvcr 
content of the colllll in circillntion in that country is about 236 million ounces. 
India's demoonetieation programme was carried a step furLller by the introduction of 
an official Bill on 17th Febxwry, 1947 (passed into law on 18th April, 1947), which 
so~rght to aut-horie the Government, to issue all coins inclucling the rupee in ~ickeI 
or iu any other metal, without affecting iu ally may the legal tender character of the 
exiElthg quaternary silvcr cobs. I t  is also reported that the Awtralisn Goverm~lenb 
are watching thc trclld of silver pricee with a view to reducing the silver content of 
the c;oins. h Mexico, on the other hand, the de~nonetisat~ion progamme begun 
last year seems to have madc little progcss on acco~tnt of the strong prcfcrc~m of 
the people for silver coins, and it was reported a t  the end of the year under review 
that the Bank of Mexico had decided to replace loll 111illjon paper peso8 by ~ilver 
cob, estimated to consume 29 million ounccs. 



Price Trends.--The year 1946-47 witnessed the withdrawal of some of the 
restrictions on bullion trading, nnd as a result convidcmble arbitrage busine~s among 
the main bullion centres was rcvived. But in view of the insistence by the principal 
supply centrcs, such as Nexicoand the United States on payment in U.S. doll;trs, and the 
restrictions by some countries on re-export of eilver or gold imporkcl against dollars 
and reetrictiom on the uee of dollar exchange, the billlion quotations in the principal 
world ruarkcts were not linkotl effectively. Thcsc obstsclev werc partially ovcrcoxne 
by the. ability of somo Continental countries to apare part of their dollar exchange 
for the purchase of bullion in tho New York and Rfcxican markets md rusalc for 
sterling to co~mtriea like India a t  a handsome profit. The announcement on 6th 
March, 1947 by the Government of India snspcnding imporb of bullion on private 
account once again isobtcd India from thc world market.4 and led to tt sharp decliue 
in thc prices of silver in New York and London. 

The London and the United Statcs Treasury prices of gold remained uncl~mgcd 
at, 28-12s-:$d and $35 per onncc respectively. O ~ i n g  to restric:t,ions on dealings in 
gold hullion official free mwkct, quotiitionu arc not avsils1)le. It is, however, rcported 
that foreign gold was q~~oted  (luring t.hc year in the New York iree mnrkct at sbolxt 
$40 to $4:) per ounce. In thc United Kingdom, gold mas made available at the 
official selling price of 175s. to aulhorised dcalcrs by the Dauk of England out 
of the revolving fund of 100,000 ounces created in 1945 for export in mnnuf~ctured 
and semi-man~daeturd fom.  

Price movellwnts of silver were largely governed by clevelopmcnts in ailvcr 
legidation in the Unit,cd Statee, the trcnd towarcis demonetisation and reetric:tiou 
on imports and exports. Following the expiration of the Green .4ct on 31st Dccem- 
ber, 1946, thc silver wing iuclustries i ~ r  the [Tnited States werc faced with au acute 
swtmity of supplies. T&ing dvant,agc. of this situation, legislation mas proposcd 
by the silver producing interests to raise the pricc of silver to  90; cents per ounce 
immediately and to $1.29 aftcr two years. This move met with resistance from the 
silver consuming interc~ts but finally a cornpromire wart rcached on thc basis of a 
90: cmts price. Thc Silver Bill as finally s iped by thc Presisitlent on 31st July, 
1946, authorised t,hc Trwury to scll or least! for mandacturiq ~xscs any silver, 
provided such silvcr is not pl~~lgccl as mor~etnry backvg for silver certiiicates, at  not 
less than 904 cents per finc ounce and to purchwe all domcstic silver mind  after 
1st July, 1946, if offercd within ow year after b e i q  mined, at a net priw of 906 cents. 
In thc meantin~e, althougl~ the ORcc of Price .fdn1ini9t~ration's wiling price of 71.11 
ccnts an onncc continued to  bc in force, cxccpt between 1st July and 2Gth July, 
it hcamc increasingly difIic~dt to  obtain silves at thnt, price, sud for somethe the 
priw ruled d 90,1 ccnts. But from 1st S u p s t  onwards, when thc silver leb$lation 
came into effect, silver was sold freely at 90i cents upto Novcmber, except on 3rd 
October, 194G when the pricc declined by 1; cents owing to largc offerings. 4'0llowing 
a precipitate fall in thc price of silver in India during November, London offering 
were switched on to t,hc Sew York market, and this, co~zpleti with Mexican and 
Continental offerings ol demonatiscd C O ~ W  in a rush for U. S. dollars, brought, down 
thc price to 70: cents ou 20th January, 1947, at which bvel it, rcrnained for about four 
weeks. At this level a consideraide volume of Continental buyiq in NCW York WM 
reported to have been done but whcn later it was known that thesc. deals were mainly 
for Indian partics an3 that abnormal profits were being earned on those, prices 
rose sharply and thent,cncd to reach 90; cents level. Whcn this source of buying mas 



interrupted by the Indian ban on imports, prices fell a g i n  and a rally towards the 
end of the year proved short-lived. 

The changes in thc Ncw York prices of silver were followed by sympathetic 
changes in the London market. The price at which silver was made available t o  
essent.ial consumers by the Treasury was peggcd at  W. per ounce eincc 24th Septem- 
ber, 1945 for both spot and forward, and this was raised to 55)d. on 6th Aug~st, 
1946, in conformity with the ncw U. S. Treasury price of 904 cents. Folluwing the 
sharp recemion in t,he New York price in January, 1947, thc Treasury's price was 
lowcrcd to  44d. on 3rd Fcbmnry. Hitherto the forward rate was fixed at  par with 
the spot rate but from 21st February, 1947 it wae fued a t  a discount, with a view 
to  enabling thc buyers of essential spot ~ilver to hedge forward. Thereafter prim, 
both spot and forward, were adjustcd in accordance with the changes in the 
New York markct price, the quotation at t.he close of thc ycar being 46d. for spot 
and 41ild. for forward. 

Government control over the export and import of silver and its disposal for 
internal use as well as control over foreib- exchange have resulted intheemergence 
of certain artificial differences in the pricc of silver on thc London market as in the 
follomiq categories : 

(1) " Wcial  silver " i . e . ,  ~ilvcr which is made available for ccrtain csscntid 
purposes to authoriscd domcst,ic llsen at thc official price b c d  by the 
Treasury from time to time. 

(2) " Internal free ~ilver "--silver ior domestic users euch as jewellers who 
do not have to  account in detail for the we they nuke of thc metal 
they acquire from pr iv~tc  stocks or scrap silvcr sold by the trade. 

(:!) " Exportable silver "-silver, the purchase ol which does not involve any 
dollar payment ; a major part of this ~ilver is reportcd to  bc from 
Russia. 

(4) " American silvcr "-silver, which cau he purchased against dollam and 
resold for paymcnt in dollars. 

9. m A T I O N A L  TRADE 

General.-The continued world shortngc of csscntial commodities, 
especially foodstufls and coal and the limited supply of the currencies of certuin 
countries to buy cvcn the available goods restricted the volume of international 
trndo during the year. Most of tho changcs in tradc control measures and the 
~pecial commercial agreements worked out between seh of countriee were generally 
prompted by thwe limitatiom ; in particular countries, however, the regulation 
of foreign trade was influenced by spccial oonaidcrations such as the lninuniring 
of imnportq competing with domestpic products, the extension of Government's 
control over the country's economic r~tructure and development, and the encourage- 
ment of trade with specific countries. Most of the war-devastated countries were 
precluded in varying dcgccq from resuming their pre-war pattcrn of foreign com- 
rnerco by their low level of production, resulting from inadequate supplieu of raw 
materials and fueJ, dislocated conmercial channels of trade and unstable level of 
internal prices. While thc greater part of the import needs of Enstern and Southern 
Europo and a sizable ahare of China's imports were met by relief shipments through 
the tTNKEtA, many countries were also able to augment their foreign exchange 
resources through crcdits cxtcnded by the Ur~itd Strrtcs, Canada, Sweden and 



Switzcrhnd. Althougli export controls were generally utilieed by individual Govern- 
mcnta for preventing the undue drain of supplies needed internally and for holding 
tiown domestic yricc crdvancea, they wcre also uned in some cases to obtain specific 
imporh by diverting exports to the required country. Very few countries relaxed 
their import controb during the year. Although tariff revisions were under con- 
templation, in many of the countrieti no major chang~,r wcre effected in the import 
duties, which were deferred until the prospects of price-levels and trade policies 
became clearer. The conclusion of official bulk purchme contrncts of a peacetime 
character-n~ostly tcmporaxy arrangements influenced by uncertainty of supplies 
and prices. covcring large parts of the importing country's needs of sclected basic 
foods and industrial raw materials waa e prominent feature of the trritle of a numbcr 
of countriea, notably the United Kingdom. 

Yet, on the whole, some, progress was recorded during the year in regard t o  
international collaboration iu thc sphese of trade. The first session of the Prepara- 
tory Committee of the proposed International Conference on Trade and Employment, 
consisting of representatives of seventeen natiolm (Russia having expressed inability 
to participate) was held in Tandon between 16th October and 26th November, 1946 
for work in c o ~ e c t i o n  with the preparation of an mnotated draft agenda for the 
Conference. It gavc detailed consideration to the appropriate sections of the agenda 
though six sub-committees specially set up for the purpose, wing as a basic document 
the draft charter for an Intarnational T r d c  Orgnnisation submitted by the United 
States, together with others subnJttec1 by the Ullited Kingdom, Brazil and India. 
As a result, two furthcr i t em were added to the agenda, the first particularly a t  
the request of the Governments of Brazil, China and lndia and w~yyorte.a by the 
United Kingdom, viz., (i) t<hc question of an international agreement relating to 
indilstrial development of the backward countries nncl (ii) the inclusion, in 
an appropriate internatioual agreement, ol an n n c l c r t ~ ~  to  promote high and 
steadily rising lcvels of effective demand. The Committee M l y  prepared draft 
texts for a Charher oE an Internationnl Trndc Organisatinn incorporating the principles 
upon which a b r o d  ide~t i ty  of vicws ww reached in the Committcfi between the 
various delegations. At tho sccond meeting of the Committee, in ses..ion a t  
Geneva, the &aft charter and ageucilr are bcing further perfected. and clctaileti 
negubiations are being conducted arnong the representative delegations for a 
multilnt.ml reduction of t.arXs and elimination of preferences. The success of 
the projected Intcrnatioml Confcrcnce in securing agreement among the count,ries 
on commorl opcratiq principles and reciprocal undertakings would, among ot,ber 
thin@, seem to depend on t.hc provision for an extended period of transit:ion for 
the war-ravaged countries to  continue their controls, the Ireedorn to  undeveloped 
countriea to reat,rict imports when necessary in the int.erest of thcir industrialisation 
and the working out of satiakactory mc.tho& for conznlercial intercourse with 
countricq resorting to State-trading. 

United Kiqduna. Simultaneously with its progressive transition to 
peacetime footing, the United Kinglorn continued to takc vigoroucr mmsures iu 
achieving s rapid expansion of its cxport trade. throagh facilitating a greater flow 
of man-power, highcr priority nnd larger allocation of scarce. mw materials to the 
export induutrica, exte~sion of special c r ~ l i t  t e r m  and thc conclusion of further 
trade and paymentv agreements with certain countries. Its import policy continued 
to be governed by comiderations of protecting ik9 balance of paymentund mas 
madc effective through a colnbination of bulk purchasing and import licensing, 



in order to emure the flow into the country of the ' right type of goods in right 
quantities ' and the use of the United States and Canadian credits for essential recon- 
struction anti other needs. In order to  make available to the British public 
limited quantities of comurner goods from the hard currency countrica, the Uuited 
Kingdom arranged witb them during tbc year a system of hken  imports (representing 
20 per cent of the pre-war value) of an expanding 1st of itcms. 

The total value of the United Kingdom exports including re-exports during 
1046 amounted to £1962 million aa against £450 million in 1945 and a 3 2  million 
i111938. The vol~unc of exports compared with the 1938 figures stood at 84 per ~ e n t  
at the end of the fir& quarter and rose t o  111 per ccnt by the end of t8hc ye=. The 
total val~tc of its import8 during thc year lunountecl t,o £1:398 million as against 
i1,104 million in 1!145, and £920 million in 1!)38, reprcscnting in t e r m  of volumc 
roughly 70 per ccnt of thc pre-war levcl. The commodity com~wsition was of 
about the Mme pattern as in 1936-38, with food, drink m d  t'obacao co~prising 
nearly 60 pcr cent and raw materials or semi-rna~ufact~uretl 29 per cent of the net, 
importtr, as against 46 and27 per cent rcspcctively in the prc-war years. Thc export- 
import progammc of the Government for 1947 enviua6ea a nrrrrowcr g.zp on its trade 
acwuntt, with imports and exports cstim:rted approxlmntely at  80-85 per cent ant1 
140 per cent req~ectively of the pre-war levels. In addition, it has planncd the 
allocation of at l e ~ t  25 pc.r cent ol its manufacturing capacity to the procluction 
of exports as a p c m n e n t  feat~uo of its industrial expausion and n larger diversion 
of goocls to  hard currency couut.rics. 

Ur~i-ted Stubs..-With the rapid progress of reconver~ion u d  the resulting 
improvenient in t.hc supply situation in scvcrd liues of production, the Unitcd 
States ~elnxed during t,he year most of the controls and regdations. The cessation 
of lend-lease and the reduccd activity of the armed forces in foreign countrics contri- 
luted to dirninish tho role of hvcrnmeut in thc country's international transactions, 
t,hough this w.?y partly offvet by thc relief ~hipmcnts through thc UNnRQ and 
t-hc dispowls of aurplm property of Government abroad. Except during thc period 
of tkc shipping strikes iu September and October, 1946, the flow of exports, parti- 
cularly in the yrivatc sector, steadily increased under the stimulns provided by thc 
loam to fore ip  countries and tho dollar bdanccs of forciguers accumulated during 
tha war. The total value of exports, inoludiug re-exportn cluriag 1946 (& table 
on page 23) anlollnted to  9-74 billion ctollnru as against 9.81 billion dollars in 
1945 ; of the total, private or commercial exports recorded a sharp increasc from 
3.9 billion dollars to 8-1 billion dollars, its proportion in the two ycars being 40 ancl 
83. The coznp~ition of exports (exclnding re-exports)  homed ~ l d c  c h i i ~ e ~  u 
wmpared with the pre-war period. The proportions of foodstuffs ancl finished 
mazlufactures increased respectively from 10-5 nnd 48-6 in thc yeam 1936-38 to  
22.9 and 52.0, while that of tlemi-maniifaatured goods declined from 17 7 to  9.4. 
Imports also recorded a steady increase dllring the year reflecting increased avail- 
ability of supplies abroad, tht!ir value standing at 1-94 billion dollws as a g h t  
4-14 billion dollars iu 1946. 'Ilie composition of imports underwent relatively 
less changes w compared wit.h the pre-war period, the proportion. of  foodstuff.^, 
f i e m i - m u f ~ t n r e s  and ~nmiifaclures having declinccl slightly irow 29.2, 20.4 and 
19.4 in the years 1936-38 to 27.4, 19-2 and 17.5 rcupectively. The exccss of com- 
modity cxports over imports aggmgiit,e"d*8 billion dollars, wGle the corresponding 
figure in 1945 was 5-7  billion dollars. The est.imatcs for 1947 envisage a lower 
belance of uomrnodit.y surplus based on a projected increasc in commodity imports. 



TABLE 11.-MERCHANDISE EXPORTS FROM AND IMPORTS INTO EMPIRE COWRIES AND THE UMTED STATES. 

(In millions) 

USITEI) P1SGDO.U t 
1mport.e (mtRined) (a)  . . . . F58.0 E39.B 1,126.1 1,132.4 1,195.0 1.5i2.0 2,351-0 1,051-i* 1,247.3 
Exports .. .. 470.8 439..5(n) 411.2(n) 36.5.4(a) 270.9 232.8 265.0 393.4 011.7 
Excess of Importe . . . . 337.2 4M.O 714.9 767.0 014.1 1.639.2 2,066.0 658 - 3 336.0 

C'NITET, STATES I 
Lmportv (6) . . . . . . 1,960 2,318 2.625 3,345 2,745 3.3Sl 3,919 4,136 0 3 5  (p) 
Exports (incl. ro-oxports) . . 3,0!&i 3.177 4,02 1 6,14i 8,070 12,905 11,959 9,806 0,712 ( P I  
Exccas of Exports . . . . 1,134 830 1,396 1,802 6,335 9,584 10,339 6,670 1,807 (P) 

CAXADA 8 
Imports (retained) . . . . 666 730 1,043 1,346 1,579 1,071 1,699 1,407 1,838 
Exports .. .. .. .. S35 S'3i 1,186 1,638 2,364 9.971 3,440 3,218 2.312 
Excess of Exports . . . . 160 156: 143 202 i85 1,300 1,711 1,721 4i4 

I N D U  HP. 
Import,s (e) . . . . . . 1,1534 

1 5  
1,604 1,633 1,828 1,138 1,109 1 ,$(I0 2,113 2,6"6 

5; Exports (incl. IW-exports) . . 1,635 1.868 2,189 2,460 2,146 1,069 2,331 2,406 3,036 
Imports (-) 

Excobs of . . +I51 $284 + 5iX +632 -t-l,006 t 861 4-31 -7 +410 
Exports(+) " 

6EW ZEILAKD EKZ 
Imports (d). . . . . . . . M.4 49.4 40.0 49-2 63.7.9 96.2 86.4 55.1 71 -6  
Exports . . . . . . . . 58.4 58.0 73.7 67.5 81.3 51.0 77-S 81.5 99.4 

Importe (- ) 
Ercoss of ---- .. . . +3*0 $6-7 t 2 4 . 7  +16.3 T25.4 -23.4 -8.6 $26.6 S2 i .8  

Exports ( + 
At'BTBALIA id) f 4  

Import,a .. .. .. .. 140.0 124.4 143.0 136.2 187.1 365.7 263.1 333.0 104.0 
Exports . . . . . . . . 141.7 121.5 140.7 135.0 159.3 195.6 145.7 155.3 180.5 

Imports (-) 
Excess of ------. - .. +1.7 -2-0 + 4 . i  -1.2 -27.6 -140.1 -116.4 -77.7 

Exports (+) . ' -5.1 

(a)  hcludhg imports or exports by aovcrnment depnrtments of aircraft and other vehicles (except. t ~ r c s  and tubes for road vehicles) and arms, 
ammunition, and military and naval stores. (b)  Genersl imports, including marchandise entered for immediate consumption and that entered for etorage tr 
bonded warahom. (c) Exclndlng value of railway wbriale imported direct by State Railways working under oompsny management which m not paid for in 
the ordinary way. ( d )  Including defence rnstsrials and equipment, aleo lcnd-lease euppliee. (c) Year ended 30Sk June, including trsnsactiom on account 
c~f tho Cornmonwu~lth Government,. ( p )  Preliminary. * Excluding rnunitiona. 



10. BALANCE OF PAYMWI'S 

GeneraE.-For the success of the proposals for the expansion of world 
trade and employlnent it is recognized that, among other things,. the securing 
of equilibrium in international accounts of tho principal trading countries is necaqary. 
During the hter part of the inter-war period, equilibrium in international accounts 
wna roughly achieved through the (thcn) creditor countriea (excluding tile Unitecl 
States), such as the United Kingdom, Germany, France and the Netherlands allowirlg 
an exccss of imports over exports on their trade accouut, and financing this cxcess 
with their earnings on aervice~ account and interest reccipta from forcigninvestments. 
The mutual interdependence of creditor and dcbtor countries as regards the exchtqe 
of goods and services-i-he formcr specialising in the produdion and export of a 
relatively large quant.ity of'capital and consumcr goods and provkion of mrvices 
and thc latter dealing in raw ~natcrinls and foodstuffi-facilitated the functioning 
of a comparatively nimple mechanh ,  thc gap in the interntiom1 payments of the 
debtor countries not covered by current transactions being closed by int,ernational 
loans. The United 8trrt.e~ thcn was the only creditor country which obtlrinedanexcess 
of commodity exports over imports. Much of this, however, has now changed, 
pnrticularly during the years of the war. With the disinvcstme~it of Xl,200 million 
of its foreign assets, the incrrxue of f3,000 million in its external sterling liabilities 
and the enormom wartime matcrial destruction within its borders, the United King- 
dom's international investment position deteriorated. After the extensive damage to 
and considerable dismantling of the G e m  induetrp, the future come of Gcrmnny's 
trade bnlance constitutes an intricate problem in the recunstmction of Europe. 'hanr;c 
and the Netherlands face sizable deficits in their balance of international payments, 
owing to  the heavy wartime dislocation and loss of foreign asseta. On the wntmry, 
the United States and Canada emerged horn the war as tho two major creditor 
countries with their productive capacity not only intaot but considerably iucreased ; 
to  maintain a high level of domestic employment both the countries plan to  increrrsc 
their exports t o  impoverished comtrics to many times the pre-war level. In order 
to tide over difEculties caused by t.he loss of income from inveatmcnt by the former 
creditor countries, and generally to assist the rehabilitation of thc war-~hattercd 
economies of these and other countries, the Unitcd Shtea, followed by Canada extended 
liberal long-tcrh crcdits. Although, a8 a short-term measure, these credits will 
ase.ist the financing of the ndveree tradc balances of the war-ravaged countries, in the 
long run, however, stability in world trade and equilibrium in the balance of payments 
are possible of attainment only if the recipient countries are enabled, a t  t.he end of 
the transition pcriod, to build up an export surplus to  service and repay the debts, 
which in turn involvea the willheess of the creditor couutrics to see t.hat their 
purchases abroad exceed sales. The main problem in the d m  of intcmational trade 
and bnlance of payments calling for remedial action in the years ahead seem to lie, 
therefore, in reconcihg the limited import requirements of the U~liteci Qtatcs an11 
Canada with the urgent need of the debtor countries to expand thcir exports to t-hem, 
and also in thc United States and Canadn being ablc to h d  marketa for their 
expanded food output in the face of t h e p t c r  meaaure of agricultural sclf-sufficiency 
and the relative finnncial inability of the pre-war creditor countries to purchase 
their products. In addition, of coursc, there are structural defccts in the balance 
of payments of individual countries which also call for speciiic solutions. 

Unite& Ki+.-The international tramactions position of the United 
Kingdom during 1946 did not turn out to be as pmimietic ae was anticipated at the 



time of thc Washqgon negotiations when the defrcit for 1946 wss officially estimated 
at £750 million. While no correct a p p ~ a d  of the red poeition was poasible in the 
absenco of o5cial figurcs showing separately the position of the country's inter- 
national paymcnts with the s t e r l q  area, tho dollar area and the inconvertible cur- 
rency countria, yet there were indications that the actual overall deficit might not be 
morc than £450 million. The calculation was based on tho assumption (a) of an 
ndveme bdrmco of 2200 million on commodity tradc (with payment8 for imports 
at E1,100 million and mceipts for exports and reexports at £900 million adjusted 
on f. o. b. basis) and (b) 2 300 d o n  ior net overseas Government expenditure ofiet 
by CiO million for receipts of intere9t, profib and dividends. An against thtr esti- 
mated deficit, the Unitcd Kingdom utilised upto the 31st December, 1946, £160 
million from the United Stah and $230 million from the Csntdisn crcdits or roughly 
to the cxtcnt of 62 per cent of the tot.$ deficit. This oonsidcrable improvement 
over the ant.icipated position way due mainly to  tho rapid expamion in the 
volume of exports which had reached the levcl of the monthly average for 1938 as 
cnrly as July, 1946 from about 66 per cent of that level in the quarter ended 
December, 1946, and which eu1)sequently rosc to  117 pcr cent by October, 1946. 

Among the factors which have a bearing on this deficit in thc balrrnoe of 
payments mentiou m y  be d e  specially of thc following. Pirstly, the curtail- 
ment of imports during 1946 was governed not by exchange shortag?~ but by the 
inadequacy of world supplies, and this rendered necearurry the drawing on stocks 
for keeping up the level of production. For this reason the levcl of imports for 
1947 at f1,450 million, as envisaged in tho Whitc Papcr, Economic Survey for 1947, 
provides for no more thm a modest risc in import pr im,  and also for a margin repre- 
senting the extent to which Britain had t o  draw on st& in 1046. Secondly, if 
the conditions of a sellere' miuket which accounted for the rise in exports were to 
disappear with m improvement in tho global supply position, Britain wodd have 
to face increased competition. Thirdly, a distinction has to  be made between the 
country's global deficit and the deficit incurred in trade with hard currcnoy countries. 
While the United Kingdom seo~lrcd 42 per cent of the imports from the latter, i t  
scnt to  them only 14 per cent of its exports, the resulting dollar cieficit constituting 
" the hard core of the country's balance of  payment^ problem calling for constant 
w a t c h q  ". Fourthly, there was the difficulty of thc rcduccd purchasing power 
(to the extent of 23 per ccnt) resulting from inoreased dollar prim. A study of 
the unoficial advance eatimatee of Britain's bahnce of payments during 1946-49 
indicatw that the anticipated dollar crisis resulting from the full utilieation of 
tho Arncrioan and thc Canndii  credits bcfore Britain regains its cquilibrinm in its 
current balance of payments might not be before 1949. The pertinent problcm in 
regard t o  Britain's balance of payments, however, d m  not relate to  when the dollar 
credits arc likely to bc cxha~iatd, but whether befom it occurs thcrc will be equili- 
brium in its balance of payments. This in turn would depend on a number of un- 
certain factore, such as the likely chmgea in the tenas of trade, the nature of the 
atcrling bdanwa settlements, and the rate of increase in British productivity. 

U n W  #-.-The balance of international transactions of thc United 
States during 1946 d e c t s  not merely the increasing share of the country in world 
commcrce but also the significance of its c r d t a  and contributions in securing equili- 
brium in international accounts. The total receipts of the country under all items 
aggregated $15.3 t t ion ,  which was about $1 b i o n  lese than in 1946 and only 
about $2.3 billion lew than in 1944, which markcd thc peak of the lend-lew period 



Of thrse, private or cornrncrcinl exports accounted for ne,zrly $8 billion a8 against 
$3.9 billicm in 1945, Government traltsactioa3 for only $4 billion, being lcss 
~ h a n  half the eorresponding figurc for 1945, and service transar:tions for $ti. 1 
billion. Thc payments of the country, however, itmounted to  $5.3 billion under 
irrlports and $1.9 billion under services, leaving an excess of receipts ovcr paj-nlcnts 
on current, account to  the tlme of $8-1 T~illion. Nearly 40 per cent or $3-2 billion 
ui this large crcdit F:tlanae required no outlay on tlic part of foreigners :is they :vere 
r:ox-errtll)y Governmcnt and priv:tte contributions. The remainder was financecl by 
Ioans and oretlits (93.5 billion) and foreign gold and dollar resources (about $1 -4  
hillion). Thc official estirrlates of intcmatiom.l transactions for 1947 cnvisnge receipts 
undcr trade and srrvices at $13 billion and $3.2 billion respecti\-cly, snc l  pay- 
ments under the same items at $6.7 billion and $1 billion respectively, leaving an nn- 
cnvired balance of $7.5 biilion. About one-Iourih of this woultl be in the shagc of 
contributions retpiring no outlay, while the rest would be fimmoed by loans 
zndlor forcign credits as in 1946. 

11; FOREIGN EXCHANGE 

In thc sphere of foreign exchange, the main changes in the TJnited Kingdom 
regulal.ions aft'ccting Indian trade werc the provision oi fa~ilit~ics for the i b n e e  
of b~isiness in si.erling with mcrchantts resident in a co~intry other than that for wllich 
goods were intended or from which t,hey originated and for the financc of trade 
bctwccn two non-sterling area comtrics through sterling arca internlediarics. This 
was of importnnce to India as it meant, that tthe import of goods from Elflopcan 
countries int.0 neighboming countries, such. as Iran and Mghanistan collld be financed 
jn sterling or rupees t,hongh merchants in India. Another important devcloplllent 
was t,hc establishment; bg the Banlr of England of a syst,c.m of " tritnulerablc account " 
ior Belgium, Holland a,nd Porhugal, under which arrangement the monetary autho- 
rit,iea ~ I L  these countries nominated the sterling acco11nt.s of certain of t,h.eir hanks as 
" trnnsfcrable " and u~de'rhook that all tramact.ions passing t.hough tthc accalir~t,~ 
would be limitcd to  current  payment,^. In  view of these undrrt,-t,a,kings, the Bank of 
E~q~jtt~ld agreed to  allow transfers to take place between Argentine, C:inadian and 
United States sterling accounts, and 13elgian, Dutch and Portuguese " transferable " 
accounts. This system is in accordant:e with t.he United Kingdom's obligation to 
ml ic  st,crling mulltilaterally convcrtiblt: in July, 1947. This arrangement only 
afrected India indirectly as no system of " t,ra,nsferal)le " rupee account has been 
eut.ablished here. 

Buring tlhc war, exchange cont,rol in t,hc IJnited Kingdom was operated under 
powers conferreti by the Emergency Powers (Dc.fence) Act:, which were Iater con- 
tinucd under the Supplies and Services (Transitional Powers) Act, 1945. The 
Exchange Control Act  replaces these powcrs as the basis of cxchitnge control in 
~>eacetime. Wllile in~orporat~ing the  main fcaturcs of the existing legislation, 
tho new Act int,roduees sc'vcral changes. The powcr t o  require forcign securities 
owned by reaidcnls in thc United K,ng(iom to  be sold to the Treasury h s  been 
given up. Refemr~ces t,o " enemy " itr:rests have been dropped :is they arc provided 
for in the TraclingWit,h-the-enemy legislation.. During the war, all i~nmediatcly 
nss.ble foreign securities wcre registered wit.h the Bank of England and t,hose in the 
United Kingdom not acquired or plcdgcd by the Treasury were removed for safe 
custody togethcr with 1n:iay Brit,ish tcarcr st:crxit.ies to Canada. Thesc were 
k~ro~ight hack ait.er i.lx war, i t 3 i . d  ullt3er peace coaditio~ls, ncw safeguards were 



needed against the transfcr of British-owned securities to foreign ownership, except in 
duly authoriscd transactions and for value received. I'lhile securities on a United 
Kingdom rcgistcr can be trarufeired only with the co-operation of the British 
Rcgidrar who is required to satisfy hi~nsclf t,hat the transfer which he records i s  duly 
authorised, t,he new Act proviclcs a parallel ssIeguard for ht:arzrer securities by 
requiring them after a fixed date to be lotlged with or to thc order of an approved bank 
chosen by thc owner of the security. Altllough foreign exchange trs~~uactionq am 
still restricted to  the banks listed 3s authorised dealers, these now opcrate a3 
principals and no longcr as agents 01 the Bauk of England. 

On 6th July, 1946, t,hc external value of the Canadian doIIar mas raised 
from 0.90909 U.S. dollar, to one U.S. dollar, a revaluation by approximat-ly 
10 per cent. Consequently, the official exchange rate for the Canadian dollar in 
Lontlon was adjustcd from $C4 -4318.45 to $C4-02/4-04, On 15tmh July, 1.946, 
the Swcdish kroner was revallled from 4.20 to 3.60 to the U.S. dollar, a revaluation 
by 16.6 per cent. The sterling rate was atijusteti from S.kr. 16-92 to S.kr. 14-50. 
'These deve1c)pmeilts were preceded by the tcrnporary abandonment of price control 
in the Unitcd St:aGes, Solluwing the lapsc of the Ofice oE the Price hdrniniatration 
on 30th June, 1946, resulting in an upward moverneat of the Unitcd States prices. 
'The new Canadian mcasures were adopted, according to an oficial anuouncernent, 
to imul,zt,e Canada agaimt urdavourablc external conditionv and to ease inflationary 
pressures. 

On 9th September, 1946, the excharlgc rats of the Turkish pound was raised 
from 728 to 1128 piastres to the pound and 180 to 380 to the U.S. dollar. Throughc~ut 
the war, thc cxchange was nominally kept at its pre-war level, as the oEcial buying 
rate for sterling was 5'20 piastres ; but a system of premium itllowances to exporter& 
and charges to importera prevailed. The L%nglo-Turkish Payments Agreement 
concluded on 4th -\lay, 1915 requircd that the Turirivh Central Bank should publish 
daily its buying and selling rates againclt sterli~lg and the amount of premium (which 
had stood at 40 per c:cnt (luring the period prcccrling the revaluation). The w w  
rate against sterling is 1128.40/1139.tj8. 

The Chinese doIIn,r which had been rcvaluod aB NC. $2,020 to the U.S. 
dollar in >larch, 1946 was raised to NC. $3,350 to the U.X. dollar on 19th August, 
1946. The inflationary pressures, howcver, continued and following a wave of 
speculativr: activity in clealir~gs in U.S. dollar and gold, the official forcign exchange 
rate was aItered on l(ith Pcbruary, 19.17 from WC. $3,350 to  NC. $12,000. This 
revaluation was at:c,omy)czniec.l by several currency control and other administra- 
tive rrleaslrrcs aimed a t  improving national productiorl and the state of public 
finances. 

12. PUBLIC FINANCE 

The general psttcrn of public financc in the leading countries discIoves 
sirnilaritlcs both as rcg,zrdq the objectives and means. Budgetary poIicy lreing an 
important instrument of a,ttaining equilibrium in internal economy through measures 
calculated to stcm iniiatiu~~ltry tcndcncies and of meeting the threat of possible 
deflation, the principal belligcrcnt courltries have addressed themselves to the task 
of accuri~lg 1)aLncrd budget*. The figures for 1946-47 sho~vcd a record surplus 
of $C352 million in Canacb whilc other countries showed substantial reductio~s 
 IT their deficits. In  the Unitcd States, the net deficit has been brought down horn 



TABLE a-ANNUAL REYEWOE, FJtPPU)lTURE AND DEBT OF THE EMPIRE COUNTRIES. 
UNfiED STATES, FRANCE AND TEE U.S.S.R. 

Fleeting or 
Short-term 

Debt 

Pnblio Debt 
(Year-end 
figures) 

Taxcu on 
Income 

Peremdqe Defenco Ex- Total Ex- 
of 3 lo 2 penditura penditure 

f;'NITED 8TATES JulpJunr! ' 

(In millionr of S) 
1038.39 . 6,166 
1939-40 . . 6,387 
1940-41 . . 7,607 
194142 . . 13.i99 
1W2-43 . . 22,282 
1W-44 . . 44.149 
1M4-45 . . 48,457 
1846-46 . . 43,038 
1946-47 40,230 
1947-48 (~ndgot) 37,730 

Column 2 : Net Revenue. Column 9 : 

g UNITED =UDOM Bprit-Xarch 
(In millions of f )  

1838.39 . . 
1030-40 . . 
1940-41 . . 
1Q41-42 . . 
1042-43 . . 
1%-44 . . 
1 M 6  .. 
1945-46 . . 
1 W 4 7  
1947.48 ( ~ i d g c t )  

CLYADA April-Jlerch 
(In millions of Canadian $) 

1938-39 . . 60% 
1939-40 . . 662 
1940.41 .. 872 
1941-42 . . 1.4!39 
1942-43 .. 2,240 
1943-44 . . 2,765 
1944-46 . . 2,687 
1946-46 3,013 
1 ~ - 4 7 ( ~ a t . i k a t e d )  2,984 
1947.48 (Budget) 2,280 

f Direct snd Guaranteed Funded Debt.. 



COMMONWEALTH OF 
AUSTRALIA 

(Inmillions of Aaatmlianf) July-June 
1938-30 .. 95 12 13 14 04 . .  101 . . 
1930-40 . . 112 16 14 is 100 - 16 103 . . 
1 M - 4 1  . . 1 ,% 43 29 170 2% + 135 69 a . 
1941.42 . . 2 10 78 37 320 421 + 64 50 . . 
1042-43 . . 361.f 106 41 ,W2 +57 39 . . 
1943-44 . . 1511 49 544 t 3 45 . . 

16Zt 1W-46  . . 53 460 -11 56 . . 2 1045-48 . . 357 1 N t  50 ,4 378 -16 70 . . 
1918-47 . . 36Kt 1 6Zt 22 1 424l -17 86 . . 
t Excluding grants t o  States for reimbursements in reepect of (1) Income-Tax and (2) Enfertainrnent.~ Tax. 

L'NION OF SOUTH 
AFRICA April-March 

(In millione of South 1038-30 . . 47 17 36 2 65 . . 72 . . 
African f )  1039.40 . . 41 18 37 4 60 + 6 73 J A 

1040-41 . . 67 33 49 60 122 3-77 55 35 
la41-42 .. 85 43 61 72 131 + 7 65 35 
19U-43 . . 80 58 59 08 182 + 24 61 37 
1943-44 . . 113 61 54 103 177 + 9 64 40 
1944-45 . . 115 60 52 101 186 -I- 5 62 38 
1945-46 . . 134 68 51 63 131 -30 102 63 
1940-47 139 60 43 18 13% + 1 10.5 49 

F;, 1 ~ 7 - 4 8  ( ~ i h ~ e t )  140t 59 42 13' 120 - 9 I17 . . 
rg f. On the basis of existing taxation. ProviaionaL 

FRANCE Jnnuory. 
(In bdlions 01 francs) December 

193s . . 63 . . . . . . no . . 70 
1039 . . 73 . . - .  . . 140 52 

06# 

. . + 56 
1940 %2 . . . . . . 315 + 12.5 26 
1041 • a 91 . . • . 1.70* 279 -I1 33 

mi 
1942 . . 109 . . . . 126' 303 1.9 36 
1943 . . 135 . , . . 220' A32 + 43 31 

::q 
51 0 

1044 a . 138 . . . . 1%. 372 -14 37 6131 
1945 . . ZOi . . . . . . 44-4 $ 19 47 
1046 . . 3 73 . . . . . . 684 + 32 64 897% 

7 w  

* 0ccupat.ion Coste. $ Including medium-term dcbt. t Domestic Debt Ooly Period ended 30th June, 1946. 

U.S 8.R. Janunry- 
(In billion8 of roubles) 1)occmbor 

1938 . . 128 . . 23 124 . . 103 . . 
1039 . . 1 G8 . . 41 153 - 23 102 . . 
1840 . . 178 . . 66 I73 T 13 10.1 . . 
1841 . . 317 . . 71 216 i-25 100 . . 
1942 . . 183 . . 106 . . . . . . . . 
1943 . . 210 . . 126 210 . . 100 . . 
1914 a . 269 . . 138 264 -1-26 102 . . 
1 M  . . 302 . . 128 2 99 T 13 101 . . 
1946 . . 334 . . 72 319 + 7 105 . . 



$53.9 billion in 1 9 4 4 4  to $2.3 billion in 1946-47; in the United Kingdom from 
22,200 million in 1'946-46 to f569 million in 1946-47. The prospects for 1047-48 
according to the budget estimates are thaL thcre mny bc surpluses in the Uuit,ed 
States, United Kmgdom and South Africa. The Canadian budget for 1947-48 
didoties a surplus of $C 190 million. 

The drive for balanced budgets has been facilitated both by a fd iu total 
expenditure and the maintenance of revenue a t  a coruparatively high Icvcl. Iu 
Britain, Australia and South Africa as well as Russia, total revenue during the 
financial year 1946-47 (tide table on page3 28 & 29) showed incrcascs, the iucreas4> 
in the last named country being most marked with the total for thc yrar 2986 
rising to 334 billion roubles from 302 billion roubles in 1945 mainly on account of 
thc rcportcd rapid improvement in consumption. Total expenditure on the other 
hand showed dcclincs with the exception of South Africa ; and Rutsnis where it 
iucreaaed by 7 per cent 111 1946. In thc Unit.cd States, public expenditure fell by 
about 58 per cent from $100.4 billion in 1944-45 to  $42.5 billion 111 1946-47 ; 
and in thc Unitcd Kingdom by 29 per cent from £5,475 million in 1945-46 to E3,910 
million iu 1946-47, the dccliuc in total expenditure being duo mainly to  the drop ix 
defenm expenditure. 

As a sequel to the cut in direct war costs, increases have been madc possit)lt! 
in the grants made by xome of the countries towarb promoting national economy 
and social sc rv ic~ .  Tn the United States, expenditure for other than national 
defence purposcs rosc by 49 per cent from $18-7 billion in 3945-46 to $27.8 billion 
in 1946-47 (over a quart.er of the incrcnso being on account of thc mlditiontrl costs 
of the Veterans Admhhtration), while in the United Kingdom the corresponding 
expenditures more thtm doubled from £1,065 million in 1946-46 to E2,257 million in 
194647, the largest incroase ocxurring undcr social services. A point of interest ir  
the huge outlay which some countries have m d e  on account of cost of living subsidies, 
Rritain, for cxample, ~pcnding £445 ~llillion (or 11 per ccnt of tot.rrl expenditure) 
during 1946-47 and South Africa spcncling by way of additional food price nulaidies 
a sum equal to approximately one-fourth of tho increase of fSA0-5 million in its 
total expe~uliture. In Awtralis also, the cstimtcd expentliture under pricr, 
stnbilisation s~ibsidies for 1946-47 shows an increaac of M . 8  million. 

The budgekg $so contain substnntinl comestlions by way of tnx rcliaf to 
industry aa well aa individuals either through withdrawal or through substantial 
reduction of some of thc heavy wartime imposts. In Britain, thc reJief given during 
1946-47 was cnlculatcd to result in cvcmption from Income-Tax of about 2  million 
people, while the Excess Profits Tax which had bccn reduced to 60 per cent from 
1 ~ t  July, 1946 was totally abolished with effect from 31st December, 1046. In 
South Africa, thc Exccss Profits Tax and Trade Profits Special Lovy wcrc abolished 
with effect from 194647 while in Australia thc variou~ reductiom in taxation includ- 
ing the abolition of special war excise duty announced ~ I I  November, 1946, brought 
the bta l  amount of relief afforded since 1945-46 to f *4Gl million. 

13. PUBLIC DEBT 

Thc changcs in thc volumc and comlmition of public debt in the varioua 
ccruntrics during the year reflect the monctary md budgetary policies of the rcspcctive 
countries. Iu the United Kingdom, Australia and Canada, the pmui t  of cheap 



money policy by the authorit.ics resultcd in additions to  the public dcbt. A slight 
change in the composition of the debt was also noti t~d.  In the United States, 
howcvcr, the d m o ~ t  complete removal of prim controls brought in8ationar)- (;on- 
ditions into being and thcsc were w)@t to be neutraliscd by n butiget,ary policy 
aimed at securing a surplus and thc rnnximum povaible debt red~mpt~ion. 

The total national dcbt of the TJnited Kingdom stood at £24,785 million 
at the enti of December, 194G rrs against S24:372 million at the closc of the preceding 
year, showing nn incrcnse of 1-7  per cent. Of this, lG,720 million or '27.1 pcr cenL 
fonned the floating dcbt,, which represented un irlcreaae of about 7 per cent ovrr 
the previous year. This increase was partly due ta the decline in small fiavings 
and snbfi(:ript,ions to  Covemment loam, the " tcndcr " trcm~ury bills and thc treasury 
dcposita rcplming them in rr large mewure. Therc was a further rise in tho total 
oiit,t,stancling treasury bills from £4,226.8 million a t  the end of 1948 t.0 24,596.1 
million at the end of 1946. Trcssnry dcpsits aluo increased during the same period 
from f 1,636 million to £1,676 million. The averago discount rate for trcrrsury bills 
declined from 18s. 1.62d. in 1945 to  10s. lS47d. during 1946. me Governmcnt 
floated during the year loans at 8 progrcs8ivcIy cheap rate brought about both by a 
reduction in the rate of intereth ant1 an increase in thc period of maturity. The 
technique cmploycd by the authorities in effectively enforcing the cheap money 
policy was worked out tluough tactical deviccs, such ~s the repeated dcclaratiow of 

,ion, warn- intention to  keep the rates down, advance intimation of a probable reduct' 
inga that the ' tnp ' would not be kept open ior long calcn1atex-I to  inducc. a last 
minutc rush for ~ccnrit,ics, md long ' tap ' holidap. By thesc mrm, ti cheapening 
of thc borrowing rate mas effected ond the Government completed convemiorr opera- 
tions during the year through long-term loans bearing 2; per cent interest in lieu 
of loans carryhg 3 per ccnt. 

Dwiq the yur ,  the United Stntm started reducing thc public de1)t. The 
prompt c:ancellation of war contracts, the spccdy demobilisstion of the anncd forces 
nnd thc cu.rt,aiIrnent of war emergency agencies contributed to improve the budgetary 
outlook by ensuring n nuall surplus, which was u t i l d  towards dcbt fidemption. 
This was also found neccs.wry to prcvcnt the t h m t  of runnway inflattion conscquent 
on the elimination of controls. Between Xarch, 1946, m r h g  the beginning of 
clel~t rrt,irc.mcnt programme and Dewin1)er of the same ycar, tohe rllarlietable debt 
was rcduced by $23 hillion, tho method adophd being the paymcnt of a purt of the 
maturing 01)ligationt in cash and thc rest in exchango for 2 per cent onc-ycar ccrti- 
ticaten. It was cst.imt.ed thal aboul seven-eighths of thc debt redeemed was held 
hy tlhc commercial b i d s  nnd the Pcdernl Rewrve Banks, justifying it tu an 
imtnunent of anti-inflationary drive. The total of outstanding pu1)lic debt cis on 31 st, 
Ueceruher, 1946 amounted to $259 - 15 billion as against $279.21 billion a3 s t  the end of 
February, 1946, which represented thc pcak lcvcl. 

A slight addition to the public debt t.ook plrrce in Australia, tho total ar at 
thc end of Junc, 1946 hhg EBf1,794 million, ahowing an increase of £A164 millionover 
that of 30th June, 1948. Of thia amount, thc in tcml  debt formed £&2,266 nullion, 
and the external debt,, SA528 million, the corresponding Qmcs for the previous 
Fear being EA2,067 million and fA56:! million reepedively. Of the internal debt, 
~ A I , H ' L ~  million constituted the fimled dcbt and En439 million the floating debt, 
which showed au inr:reasc ovcr the corresponding figures for the provjom yeiu at 
EA1,584 million and M386 million. 'Ile Awtrdicrn Goverrunent successfully tloated 



(luring the year loam of varying maturities carrying intcrcst from 2 t.o 3f per cent 
repmwnting a reduction in the effective rates of int,erest. 

In  South Africa also, the public debt rosc by fSA3l million during the period 
November, 1945 to October, 1946. In Canada, the Dominion Government i1omest.i~ 
bond issuea rose during 1946 only by $CU)8 million, ae againat thc annual increases 
ranging from $C440 million to  $C3,.%0 million during t.he preceding six years. ,4 
new feature of Ganada'~pc)nt-~ar public borrowing programme w a ~  the imue of ten-year 
mgi~tered bonds in denominations fnbm $C50 to $C1,000 haring an m u a l  coupon of 
2 pcr cent, sales of which were too bc cffcctcd only to  individuals, the holdings 
being limited to $C2,000 per person. Red~ct~ioas wcrc, however, effected during the 
year in the t.otal of provincial, municipal and corporate bonds. 

14. 'IHE INTERNATIONAL MONETARY FUND AND THE INTERNATIONAL 
BANK FOR RECONSTRUCTION AND DEWLOPMWT 

Thc first meeting of the Boards of Governors of the Interrlational Monetary 
Fund and the International Bank for Reconstruction and Dcvclopment., which was 
held in Mart:h, 1946, dealt with thc procedural steps neceesary beforc these iastitu- 
tions could begin operations, and the year under mview witnwned the process of the 
setting up of these two organisatio11~. India, by virtue of being one of the five largest 
quota holder8 appointed an Executive Director on the Fund and one on thc Bank. 
In view of t.he incomistenc:y between Section 3(b) (i) and Section 3(j) of Article XI1 
of tho Articles of Agrccrncnt of the Thlternational Monctcrry Fund and between &c- 
tion 4(6) (i) and Section 4(d) of Article V of the Articlcs of Agrccment of the Inter- 
national Bank for IZeconstruction and Development, theae Sections wcrc interprctecl 
to menn that any member having onc of the five large~t quotas in the Pund, or one 
of the five largest eubscriptions in the Bank at the date of a rcgulsr election, or at 
any date between regular elections, ~ o u l d  be entitled to appoint an Executive 
Director on thc Fund, or thc Bank, who would hold office until the next regular 
election without prejudice to the right of u subsequently admittcd member to appoint 
a Director on thc Fund or the Bank if it hnd oue of the five largest quotas or onc 
of the fivc largest s~~bscriptions. In  the abscnce of thiu interpretation, if U.S.S.R. 
fihonld join the Fund or tohe Rank, In&, which would t-hen take the sixth place, 
would lose her Executivc Dir~ct~onihip uutil the next clcction. Applicatiom for 
membership of the Fwd and the Bank were rewived from Ltbanon, Italy, Syria 
and Turkey by tho B(M& of Governo~s at their meeting in March, 194G and werc 
refcrred to the Executive Directors for their considcrntion and recommenclations. 
It was agreed to  d u i t  tlieae countries to ruernberehip at the mceting of the Boards 
of Governors of the find and the Bank in Scptcmber, 1946. The quot,a of Lebanon 
in the Fund was fixed a t  $4,500,000, that of Italy at $180,000,000, that of Syria at, 
$6.500,000 and that of Turkey a t  $43,000,000, their subscriptions t o  the Bank, in 
terms of the number of 6hnreS of the capital stock of the Bank at thc par value of 
$100,000 per sham, being fixed at 45, 1800, 65 and 430 rapectively. ,At tho in- 
augnral meeting of tho Roarcl of Governors of the Fund, Ymagmy requested for an 
increase in its quota in the Pund. France made a similar request on 6th September 
ant1 Chim on 18th Septemlwr, 1946. At the first nnnual meeting of the Board of 
Governors of thc h d ,  the quota of Paraguay inthe Fund wntl adjusted to $3,600,0I)0, 
provided that this adjustment would become effective whcn Parepay applied for a 
proportioute incre~ue in its subscription to the Bad.  The quota of France wax 
adjusted t-o $525,000,000, it being understood that it had already applied for a 



proportionate increase in its subscription to thc Bank. The Governor for India 
while making it clear that India would have preferred the Board not to  entertain 
any such applications for changes in quota so soon after the Fund had started and 
even before any cxperienue had bmn gained ns to how the prwent quotas workcd, 
stated that India wouId not object to Ekancc bcing granted the rtdtfitional quota 
provided that the relative positions of the merent  countries wcrc not clisturhed. 
He added that while the grounds on which Prance's quota was increased werc noted, it 
was preeumed that the same principles would bc followed when India or any other 
country finds i t  necamry to  come up with a request for a changc of quota. I t  
was pssiblc thut Jndia might have to come up for revitlion of her quota in a short 
time, if, whcn trade and exchange openations st-art,, t8hc present quota was found 
inadequate for India's requirements. China withdrew hcr request for an increae 
in quota in view of the recommenda.tion by the Board of Executive Direotolr, that 
the quotas of Paraguay and Fmnw may be increased without clist~ubig tohe relative 
positions of the member countries. The subscription of France to  the Bank was 
increased by 750 sharcs of the capital stock of tha Bank a t  the si~hscription price of 
$100,000 per share, in addition to the 4,500 sharea subscribed to by Franoe. The 
~ubscription of Farnbuy was i n c r e d  by 6 sharetc in addition to the 8 shares 
idready sub~cribcd to by Paraguay. 

At the first Annual Mcet.ing of the B o ~ d s  of Govcrnom of the Bank and the 
Fund, Dr. Hugh Dalton, Chancellor of the Exchequer, United Kingdom, wus elected 
Chairman 8nd Sir Chintaman D. Deshukh, C.I.E., was elected onc. of the four 
Vicc-Chairmen. Dr. B. K. Madsn was appointed by the Government of India as 
the Alternate Direchr of the Bank and the Fund for India. Mr. Camille Gutt of 
Belgium was elected in May, 1946 as the Managing Ducctor of the Fund. In  
September the thuty-nine members of the Puncl were notified to comm~lnicatc 
to the Fund, within t W y  days, the par value of their currencies, expressed in gold 
or U.S. dobra, and based on the rates of exchange that prevdcd sixty days be- 
fore the Fund Agreement came into effect. According to the Articles of Agreement, 
the Fund could notify a member, or a member could notify the Fund that the par 
value communicated by i t  was unsatisfuctory and could not be maintained without 
excessive dependence on the Fwd. In such cues agreement on a suitable par value 
was to be reach& between the Pund and the member within a reasonable prim3 
determined by the Fund. Before making a final decision u to the most satisfactory 
ratc for the rupee, the Government of India invild propowls and comments fr0~I.l 
interested bodies and parsons. After a thorough examination of thc various proposals 
had been made, the Government decided that the &sting par value should bc mnin- 
hined, which, based on the rupee-stcrling rata of Is. Gd. and the London/Bew York 
parity of 4-03 dollars per pound, works out to 1Cs.330.862 per $100, or, with the 
U.S. Treasury's buying rate for gold of $35 per fine ounce, the gold content of the 
rupee equals 0.268601 gramma. This par value WBB accepted by the Fund. On 
18th December, 1946, the schedule of par vclucs of thc currcnciea of member countries 
was announced by the f i n d .  Eight of the thirty-nine members-Brazil, China, the 
Dominican Republic, Greece, Poland, Yugoslavia, Prance in reapect of French 
Indo-China and Netherlands in respect of the Netherlands Indies-requested more 
time for the determination of their initial par values to which the Fund agreed. The 
initial par values wcre, in all caws, those which were proposed by the members of the 
Fund, and werc based on existing rates of exchange. The Fund recognised that in 
some cases the initial par vdues that wcrc established may later bc found incompatible 



with the maintonnncc of a balanced international payments position at a high level 
of domestic economic activity. At such a time, the Fund would be faced with new 
problem of adjustment and would havo to rccognise the unusual circumstances 
undcr which the initial par values were determind. It would see that the necessary 
exchrrngc ndjustmenh were made in an orderly manner and competitive exchange 
depreciation was avoided. At tho rcqucat of the Governor for the Unitctl Kingdom, 
having regard to the intention of the Qovernmcnt of the United Kingdom to mintnin 
full employment, the Executive Directors interpreted tho Articlcs of Ab~eement to 
mean that steps which are nccessrrry to protect a member from unemployment of a 
chronic or perirktent character, arising from prcamrc on itu balance of payments. 
are among mcasurcs necessary to correct a fundamental discquilibriurri ; and that 
in each instance in which ,z mcmber proposes a change in the par value of its currency 
to  correct a fundamental disequilibrium the Fund will be required t n  dctcrmina, 
in the l@t of all relevant circumstanca, whether in i h  opinion the proposctl cbnngc. 
is neceswry to correct the fundamental disequilibrium. At the request of the 
Governor for tho United Shtcs, the Executive Directors interprctcd the Articlee of 
Agreement to mean that authority to usc the mRourceR of the Fund is limited to 
use in accordance with ittr purpo~ea to give tcmpontrp as~istance iu. financing thc 
balance of prrymcnta deficits on current account for monetary stabilization 
operatiolls. 

India was called upon to pay to the Fund i b  subscription of $ 4 0  million 
by I st Mrrrch, 1947. This had to he paid partly in the form of gold and pnrtly in the 
form of rupees. Under the r~llcs of the Fund, the gold nu1)rccription had either to 
be 25 per cent of a country's quota or 10 per cent of it? net official holdings of 
gold a d  U.S. dollartl whichever was leas. As 10 per cent of India's gold and dollar 
holdings WM thc lower fibwre, gold of this value wae transferrocl to thc Pm~d.  
Of the rupee subscriptions, a certain amount was credited to the Fund's account in 
the 1)ooh of the Reserve Bank and the balance mas pnid in the form of null-negoti- 
nblc non-intcrcst-bcaring promissory notes convertible on demand into rilpees by 
c,rediting the PRr value to the a c c o ~ l ~ ~ t  of the Fund. After the receipt of thc 
nuI)acriptiom, the Fund announced that i t  was in a posihion to commence operations 
and scll the currencies of rnemhem in accordance with its rulm nnd regulation. from 
1st Mnrch, 1947. 

Mr. Eugene Meyer, who was unanhnoudy elected Prcsidcnt of t-he B a d  011 

4 th  Ji~nc, 1946 resigned the Presidentship on 4th December, 1946. BIT. Harold 
I). Smith, the Vim-h iden t ,  a1,so tcndcrcd his resignation, but agreed to stay at 
his post until a succewor to Mr. hleyer was appointed. On Mr. Smith's deat.h, 
Mr. Err~illio Collado was elected on 24th January, 1917 to act in his placc. Jn Much, 
1947, Nr. John J .  McCloy was clcctcd Prcsidcnt of the Bank. The date for the 
formal commencement of the ~perat~ions oi the Bank was fixcd a,, 226th .June, 194G 
arrd the fimt two per cent of the subscriptiom of each member, payablt! in gold 
or 1J.S. dollars became due by 24th Augimt, 1946. The second interim report of thc 
~Selcxt Committee of the Ccntral Lcgislat.ivc Assembly on Bretton Woods, r c l c ~ ~ c d  
on 17th April, 1946, stated that in tho viow of thc Committee "the fulal decision 
whether it would he to Iuaa'tl advantage to remain a membcr of thc J3retton W o d s  
iuslitutiom may be determined to  a very considerable exlent by thc outoome of 
negotiations which His Majesty's Govcmmcnt are committed to untlertake with thc 
Government of India on the subject ol liquidation of sterling crcclitts." The Corn- 
mittee recornended " that Government should take advantage of evcry possible 



provision in the Articles (of Agreements) to postpone paymcnt of the su1)ecriptions 
clue to the Fund and the Bank toill thc last moment." Thc third interim report 
of the Committee, released on 29th July, 194(i , recommended the payment of t h ~ ~ t ,  
port,ion of the subscriptions wiChout t.he paymcnt of whi(;h India would commit, 
clcfault to i.he Dank, but leIl the c~i~ca~ioa of the payment of thc balance of the 
sul)sc:ript.ions and. that of Intlin's mcmberahip of the Pand and the Bank to be 
tlecidcd by the kgislalurc. In Octoher, 1946, the Central Legi~latirre, whilc 
2ipprovir.g the p n p c n t  of India's subscriptions to t.he Banlc, also approved t.he 
continnc?cl membership 01 t.he Funcl and the Bank. The balance. due on ;tccount of 
2 pcr cent, of M i a ' s  nlbscription arnoun1;hg to  $8,000,000, of which $40!00U, was 
paid on 271h Decembcr, 1945, was pait1 in 17. 8. dollars on 12th ~ \ n ~ i s t ,  1946. I n  
paprucut of the 2 pcr ccnt 01 its clrpital snbscriptionr, the Bank rcccived until the 
time of the firwt annual report $143,786,883-70 in gold and U.S. dollars 
out of a total of $15:%,400,0OQ. Thc unpaid amount was acco~mtcd lor by t.hc grmt 
of posbponement. of the pnymcnt of 4 per cent of the subscriptions to neven cx-cnemy- 
occupied c:ount.rics, and the requests by Cxcchaslovakia and Yugoslavia for the 
yo~t.~~)nc.ment of the remining 2 ;  pcr ccnt of t,heir subscriptions payable in gold 
or U.S. dollars on the sound t.11J they had not yet recovered porwewion of their 
gold reserves scizcd or immo1)iliwtl mi n resnlt of the war. Two nciditjional c:1~1ls 
were niadc for the payrncnt of 3 per ccnt and 5 per cent of t,hc subilcriptionq in 
local c~urencies~ in 110th I:MCR 25t.h November, 1946 nnd lndia paid $:U,W,OW 
(tls.10,58,72,640) on this account parl,ly by crediting a certain alllount to t,hc B s d ! s  
t~ccourlt with the .Rc%orvc Bank of h l i a ,  the balance being paid in the form of non- 
uegoLia1)le non-intcrcst-bearing promissory notcs convertible on demand into rupees by 
crediting the psrvalue t.o the accollnt of thc Bank. Until the time of the i m t  annual 
report of the Bauk, ss n result of the varioue pa pent.^, t.hc Bank hadcapital rcsourcev 
amounliug to  nearly $242,000,000, of which $14,000,000 were in gold, $9.4 million 
being held in t.he Bedera1 Reserve Bank of New York and $4.6 million being held 
in thc Bank of England. b o t h e r  call was m i l e  for thc payment of 5 pcr Ceni 
of the sul)wription3 payable in the local c~rrrencies of the mcmbem by 25t.h Pc.brulrry, 
1947. Tndia paid $20,(HH),(HK) (Rs.G,61,70,400) on account of this, partly iu c:mh 
ant1 partly in non-negoti;~ble non-interest-bearing securit.iee. Thus druing the ycnr 
under review, India paid $G0,000,000 to the Bank (15 per cent of its capital suhwrip- 
tion), of which $Fi2,O(K),000 wcre paid in Ir~ciivn currency. Thc YrcsideuL of the Bank 
was authorized to  invest. the dollllerr, received b y  the Bank in payment of the firtit 
2 per cent of the Bank's subscribed capital at cclurent market prices, in billu, uotes 
and ~crt~ificates of the United States Treasury maturing not morc than twelve months 
;~ft,cr the date of. pnrchaw. Must of the fun& reqnimd by thc Bank, in :~tldit.iou to 
jt.s subscribed capital, are expected to bc sought, for the present, in t,hc Uuited 
States. A number o f  States in tho United States have legislrrtcd to enahlc, 
imtitutioml invetrt,ors t.o purchase securities iwued or guaranteed by the Bauk. 
Prcliminiuy study of the possibilities of marketing t.hc Bank's securitiefi in Canada 
has also bee11 nndc.rtaken by bhe Bank. 

IS. MONETARY AND FLNANClAL ACREEME)IITS 

During the year under review, tho Government of the Unitetl Kingdom 
concludcd monetary agrccments with Switzerland and Portugal on the lines of similar 
agrccments with othcr countries concluded in thc previous year. Thcsc Agree- 
ments seeking to  stabilive monetary rclations and to facilitate thc mechanism of 
p a p c n t s  between the countries concerned provided for fixd rates of exchange 



letwecn their currencierc and for reciprocal facilities for payments in these currencies. 
Tht! Anglo-Swiss Agreement and the Anglo-Portugueee Agrccment provide for 
mutual credits amounting to f5 million in each case ; any payments in excess of these 
amounts are to be covered by gold. In  each cnsc, the curreucies of any of thc two 
agreeing countries a t  the disposal of redents  of the other country would be frccly 
available for making paymenta within their monetary arcas, Each country also 
undertook to provide the currencies of its monchy  area, in return for payment in 
its own currency, to the other country. The contracting Governments undertook 
Do co-operate with a view to aasist each other in keeping capital tramsactiom within 
thc scope of thcir respective policies. The Anglo-Netherlands Monetary Agreement 
of September, 1943, which contained ~imilar provisions, was amended in Soptcmher, 
1946 so i1.3 to extend the limit of tbe mutual credit provided by the United Kingdom 
and the Netherlands from f 5 million to 530 million. The Anglo-Austrian Agreement 
and the Anglo-Hungarian Agreement provided for some relaxations of the general 
prohibitions undcr the Trading-with-the-enemy legislation in force in the United 
Kingdom so as to pormit s limited amount of transactiom between the United 
Kinbdom and t h e  countrim. These Agreements also provided for the opening 
of nccounta with the Bank of England by tho Austrian National Bank and the 
Nationnl Rank of Hungary through which the peymonts between the sterling area 
and these countries would be channelized. It was provided that except as might 
bc agreed betwcen the Bank of lhgland and the Central Banh of thc two countries, 
the provisions of the agreements would not be used for the purposes of effecting 
transfers of capital bctween the sterling area and these countries. The Agreements 
were to  be effective until the entry into force of Treatim of Peace with t h w  countries. 
ln the Anglo-Argentine Agreement of September, 1946 provision was made for thc 
lac of funds accumulated in the Argentine Spccial Accounts for the repatriation of 
sterling dcbt and British investments in Argentina ; the balances outstanding from time 
to time are to carry 4 per cent interest. In  each of the four ycars beginning from the 
d a b  of the Agreement, f5 million may be used in payment for current trawrctions 
anywherc und a t  tho end of the four years further diacuseions are to takc place. 
h m  the date of theiigreoment, all sterling received by Argentina (including interest 
on the pre-arrangement accumulated balances) wm made freely available for current 
transactions anywhere. A supplementary Agrccment was concluded between the 
United Kingdom and Prance in April, 1946 under which the provisions of the Anglo- 
French Financial ..4greement of March, 1945, for a mutual credit between the United 
Kingdom and France upto £100 d l i o n  to be available upto 28th February, 1946, 
nnd for the manner in which any final balance due to either country remaining after 
the termination of the credit arrangement was to be settled, were extcnded for a 
period of ten month termineting on 31st December, 1946, subject to the stipulatiom 
laid down in the new Agreement. In order to keep the account of the Bank of Francc 
at the Bank of England in funds, tho French Government undertook to provide 
funds during the period from 1st March, 1946 to 3 1 ~ t  Dmmber, 1946 by refunding 
part of the dollars held in thc Bank of Canada in connection with munition contracts, 
by selling U.S. dollars to the Government of the United Kingdom upto the 
equivalent of f.10 million, reducing its programme of supplies compondiqly,  and 
by utilising sterling balanwn requisitioned by it, and, if these memures were not 
adequate for the purpose, by purchasing sterling against gold or against the transfer 
of seonrities acceptable to the Government of the United Jhgdorn. It was also 
provided that if thc total deliveries of gold made by the French Government between 
1st March, 1946 and 31st December, 1MG on this account werc lesa than one-third 



of the porn tohl  of the paymenb made during the period from the franc area to the 
eterling area the Yrench Covcrnlnent would before 1st April, 1947 sell gold equivalent 
ti) the deficiency, to thc Government of the Unitod Kingdom, the French Government 
hnving the right to repurchase before 1st dpril, 1947 any excess in such gold deliveries. 
A further financial Agreement was concluded between France and the United 
Kingdom on 3rd Decembor, 1946. Taking into account the payments in gold amount- 
ing to fh0 million by the French Qovernmcnt and the payments efEected upto 16th 
September, 1946 by means of the t r d e r  of requisitioned securities, the French 
cteht to the United Kingdom was determined at £99 million. This debt was to bear 
interest at 1 ycr cent per m u m  m from 1st September, 1946. The payment of 
thb  eum and the interest due on i t  would be effected by twelve equal annual payments 
over the period 1st September, 1950 to 1st September, 1961. D u r i ~  the year undor 
review, the Anglo-U.S. Financial Agreement, the torma of which were reportcd last 
yeax, was also ratified. 

164 INTERNATIONAL CONFERENCES 

n~lring the year a number of international oonfcrcnccs were held and India 
~ t ~ i v e l y  participated in most of time through her representatives on a nuunbcr of 
committees. 

The P e w  Conference opened at Paris on 29th July, 1946, to cozlsidcr the 
draft treaties with Italy, Roumania, Bulgaria, Hungary and Finlancl and conclucted 
its labours on 15th October, the finst peace pact covering tho five peace treaties 
being signed on 10th Fcbmry, 1947 by twenty-one natiom including India. The 
United Nations Assembly-ne of the four overall instnunentrr of international 
action creotcd under the United Nations Charter-held a seven-week msion betweeu 
23rd October and 16th December, 1946 at  Flwhing Meadow and passed ider a lk  
unsnimoun resolution cdhng for a general reduction of armament0 with effectivc 
safeguards for those complying with the regulation of the atomic bomb. During 
this session tahe Indian delegation, which w a ~  the fmt onc to  be chosen by a wholly 
popular Indian Government, succoedod in getting a resolution adopted, culling on thc 
ilssembly t o  prcvent h u t h  Africa from annexing South West Africa, and also to 
estal~litjh a United Nations Trusteeship there. Of the work donc by the United 
Nations Economic; and Socinl Council during the yeat, mention may be made of the 
meation of two Economic Commissiom one for E m p o  and the other for the Far 
East, h d i a  being included in tho latter with its Headquartere at Shanghai ; the 
Council also adopted the report by a Special Committee on tho constitution of an 
international rehgee orgrrhtioa. The Internntioml Conference of Agricultural 
Producers, which met in London on 21st May, 1946 decided to establish an Inter- 
nationlrl Federation of  cultural Producers as a complementary to  tho Food and 
Agricultursl Organisation with the primary object of securing optimum nutritional 
consumption requirements of the peoples of the world, and aleo agreed to encowdge 
the creation of regional organisations t o  cater to the special needs of the peasant 
maeaes of ABia and Bfrica. Tho United Nations Food and Agricultural Organirurtion 
held its fir& seasion on 20th May, 1946 and, in pursuance of tho recommendation of 
Nr. Hcrbert Hoover, decided to replace the Combincd Food B o d  by a new Inter- 
national Emergency Food Council which was brought into being immediately and 
which at rr meeting heId in Wachhgton on 20th June electcd India and Australia 
to the Committee. Tho task of docnting foodgrains to  deficit countries was to  be 
carried out by this Council pending thc cstablishmnt of a permanent body forthe 



pnrpoHe. A t  the second sewion of thc FoocZ and Arn'cultnral Organisation at 
Copenhagen on 2nd Septcmber, the Indian iielcgation suggested a donhle-dcrker 
price system with a higher price for primnry products to be   old in competitive 
markets and a lower price for the poorcr consumers. The Preparatory Commission 
set up by the Confercncc for thc creation of a World Food Executive Orgnniation 
;sued its report on 24th Jnnnary, 1947 rccommcnding t,he adoption of a plan hy 
which surplus produce would bc shipped to tho needy countries at prices t-hey co111d 
afford, the creation of a farnine rcservc of basic: fooch held nationally but to be 
available for me intc,m;ttionally, thc nccumu11tt.ion of buffer stoclis of (:ommod ities 
as an inst.niment of price support and the crcntion of a World E'ood Council to be 
mociated with the Food and Agricultural Orgnni~at~ion to fiupervisc and revicw 
the ncw tlchemes. The Pcrmnnent Migration Committee of the Tnternational Labour 
Office which w a ~  crcated over eix ycnm ago held its first meeting on 28th -411gust, 
1946, and issued n r c p r t  reco~~mending ~r,wtical xnans of dktributing wlrplus 
people of over-populated E u t o p n  and h i a n  countries to  sparscly settled arcnu, 
prticulnrly in North a d  South America. Thc twenty-ninth an11ucr1 acsshn of the 
International Labour Conference was convencd at Montreal on 19th Scpternbrr, the 
lnain nchievcment of which was thc formulation of n series of Conventiollv desigurd to 
protect cildrcn and young workers, subjcct to ratification by jndividid conutrics. 
' f ie  Prepartdory Committee of the propotred lntemtioxll Conference on World fiadc 
and Employment (referred to in detail in paragraph 9) mct on 15th October in 
London. It recogni~ed that tariffs and fiubsidietc might bc med for protective 
purposes, and nt t.hc instancc of India and other countric~, a ncw clause recokrllising 
the nccd for the indmtrial dcvclopmcnt of nndevcloped courrtric~ was incorrwratrd 
in the original proposals. Thc Inter-hian Relations Conference called by the 
Indian Council of World -ire in New DeUi in March, 1947, although not an inter- 
national conference, convtitutcd a Imdmnrk rLs dividing the pmt of h i a  from its 
future, its main achievement being the dwiaion t,o create a p c m e n t  Asian Rclntions 
Organisation and t'o set up a Genwal Conncil for orgmiuing culttual co-opration, 
compoacd of representatives of all thc countriw who had nttendcd the Collfcreucc. 
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INDLhN 

CURRENCY AND FINANCE 



INTRODUCTORY 

17. Gmvn1.--For India the year hm been a very difficult one, the progress of 
tramition to a peace economy having been rendered painfully aIow. Inflationary 
conditions continued ; shortages ofconsumcr goods persisted ; speculative activity 
was on the incrensc, particularly on the stock ~xchungos ; the general price-level 
showed an almost contiuual rise, surpassing the 1944 wartime peak level, while 
the cost of living continued to move up and there war widespread labour 
unrcst. Industrid production was hampered by the virtual non-availability of 
capital goods, dil3icultios of transport, reduction in working houra to 48 per week 
and frequent strikcs. The food position continued to cause pave anxiety, the 
theatened famine having been kcpt at bay through strirgent rationing over wide 
areas and partly though some, though inadequate, imports from abroad. Demobili- 
sation could not reach the provisional tnrget while the development plans, particularly 
of the provinces, could be put through only partially, the ' Works Aogralume ' 
being restricted to avoid competitive increases in building costa. The p v e  
economic problems which the country had to face were greutly ag,pvated by frequent 
outbreaks of serious internal disturbances. 

18. ICeconver.don.-The need to countez inflationary trends continued to be 
kcpt constantly in viow, the measures adopted by Government aiming, on the one 
hand, a t  drawing off the exceKq purchasing powcr in the hands of tho community 
and, on the other, a t  hcrcnsing the production and supply of goods. Government 
pumucd its policy of tapping the small savings in an effort to keep a check on infla- 
tion. To augment the supply of goods, they adopted a number of mensures though 
many of these have contrihutod only slightly to the supply stream. Two committcos 
were set up carly in the p a r  to devise ways and means of expediting the cancellation 
of the pending war contracts and releasing for civilian production and consumption 
the country's limitcd reaourcea of productive capacity and easeutial mw materials, 
the contracts in respect of warlike stores actou311y cancelled upto the end of hlsrch, 1947 
being of the value of about Rs. 23-50 crorcs. Measurw were taken to feed the main 
stream of wpplietl with a part of the large quantity of stocks including American 
surpluses held by the Defence authorities. The rednction in the requiromenta of the 
Defence Department ennblcd Government to release, for civilian production and 
consumption, eupplies of certain essential goods like cement, steel, timber, coal, 
cotton textiles, lenther go&, paper and sugar. Government also set up a develop- 
ment wing in the recomtitutod Llepartment of Industries and Supplies to expedite 
reconversion of industry to civilian production by according necessary priorities and 
transport facilities. The h t  of articlw covered by tho Open Qeneral Licence System 
(introduced in March, 1945) wns further extended by the inclmion in April, 
1946 of certain kin& of mnchinery c.g., dyeing and bleaching, sizing and 
doublmg ond printing mncllinea and, again in September of a further hundrcd 
categoriw of articles. From October, 1946 the policy and procedure relating to the 
k u e  of licences for imports from h a d  currency countries were alao considerably 
liberalised. With the expiry of the Defence of India Act on 30th September, 1946, 
Qovernrnent allowed a ~mjority of wartime emergency measures to lapse exccpting 
certain essential general controlrr, such as those over Capital h u e s ,  importe, exporta 



and foraign exchange and sorrie over the production, supply and distribution of 
certain emential commodit,ies. In Dcccmber, the Capital Goods Registration 
Scheme of 1944, according to which advance rcgi~tratio11 ol requirements was neccs- 
air)., was aboliahed, and the procedure for dealing with applications for imports 
was comiderably simpIified. Towards the close of thc yenr, however, ccrtnin reutric- 
tivc measures had to bc taken wit-h a vicw to converving forcigrl exchange as well as 
checking non-essential imports. 

Thc progress of demobiliturtion was somewhat slow, particularly during the 
latter half of thc year owing to scriouv internal disturbances. As agaimt the targct 
fixed in October, 1946 of 11 million mcn to be released by 1st April, 1947, the total 
released upto January, 1947 came to 1,333,942. As a t  the end of February, 1947 
there were ns many as 179 trnining centres, the teaching coursen a t  thesc centres 
being suyorvised by a sub-committee appointed by the Central Ernplo~mcnt 
Advisory Oommittce. To accelerate re-employment, Government created in October, 
1946 mobile sections in their Employment Exchanges, the total nuxnhcr of persons 
placed in cmployment by t,be Resettlement and Employmcnt Organisation upto 
the end of Pcbnory, 1947 being 139,961. 

19. Rccon.dmction.-Thc Department of Planning and Developmerit was 
abolished early in JuIy and itu functions were transferred partly to the Department 
of Tuduatries and SuppIies and partly to the Co-ordination Comlllitteo of the Cabinet 
under which a Developmcnt Board was sct up to co-ordinatc various post-war plans. 
Tbc Ccntral Development Schemes during the year included those of ngriculture, 
technical Rchemes for training nnd financial msistance to various scientific, mcclical 
and technological institut-ions. Chernment decided early in October to creetc a 
Xntional IIousing Board with Regional Housing Boards in the provinces, and also 
approved later a special scheme for the housing of coal miners, the Centrc paying a 
subsidy of 20 pcr cent of the cost of the houscs, subject to a maximum of Hs. 400 
per house. The plan for the development of broadcasting announced on 14th March, 
1947 is e~timated to cost a non-recurring expenditure of RR. 31 mores and recurring 
expenditure of Re. 86 lakhs. Government also aesumed with effect from 1st April, 
1947 financial responsibility for thc construction and maintenance of National 
Highways. Three major power and irrigntion schemes uiz., the Damodar, Mahanadi 
and Rosi river echemes received Government's attention. In regard to the first 
of thesc-which is oue of India's gigantic post-war projecte-an agreement aae 
reached early in January, 1947 bcbeen the reprcsenttitives of the Central Govern- 
ment and the two Provincial Governments of Bengd nnd Bihar. Thio tweuty-year 
projcct, c~timated to cost Re. 5.5 crores, is deaigned to control floods, provide per- 
manent irrigation for about 800,000 acres and gcnerate 300,000 kilowatts of hydro- 
electric power to the benefit of about 6vo million people in the rural areas and ubout 
tno million in the urban rrreas. 

The Planning Advisory Board appointed by the Interim Government in 
October, 1946 submitted its report in February, 1947. The report recommended 
inter alin the eetablkthmcnt of a wholctime non-political Planning Commission 
assisted by the Scientific Consultative Committee, a Permanent Tariff Board, a Central 
St.atistica1 Officc nnd a C o d t n t i v e  Body representing the provinces and States, 
agricillture, industry ctc. The report stressee the importance of adequate trained 
pemomel, and in thie connection recommends a numbcr of Ineaswcs including 
expansion of technical education, training in India and abroad, and employment 
of foreign experts. 



2 .  l.'od.--The foocl situntion cnrltinued t,o be serious mainly as a result of 
exceptjoiinllj- bad harvests in ynrts of the country and hilurc to receive suflicient 
imports froru abroad. Thc total iruportu of foodpains during the whoIe of 1946 
amouuted to only 2.17 million tolls as against the estimated mini~rlum requirements 
of 4 million tons. The threatened crisis was, howevrr, averted by Government's 
prompt action in effecting drnstic ratiun cuts and a furthcr tightening up of the 
procurement rnachincry. With a view k) meeting thc sitnation arising from recur- 
ring shortngca nnc! the country's continued dependence on imports, Government 
have decided on an immediate ' Five-Year Plan ' aiming a t  making the country 
sclf-suflicient Ll the mnttcr of food. The proposed plan has for its target the raising 
of the present annual production of 528 million tons by 3 to 4 million ton. by 1931 
by improving thc present rate of yidd ns wcll t~ by bringing further cultivable land 
wider tho plough. Thin extra output together with increased production of vege- 
bblca nnd other kin& of food, psrticularly protective foods, dl, it is hoped, not 
only corer the present deficit but also meet the requircmcnts of a growing population. 

11. PRICES AND TRADE 
21. Pricc: Trends i ,z. Itdin.-Compared with the conditionn in the two previous 

years, thc pricc situation in thc country during the year under revicw deteriorated 
further. I t  was expected that the reduction in the volumc of demand for Defence 
requirements, the availability of larger industrial capacity to the civilian sector of 
thc economy and the augmentation of ~upplics in certain lines though import,? 
would help to  improve the supply position and lower the level of pricm. Contrary 
to these expectations, however, thc inflationary conditions wen: intensified by the 
~perat~ion of other causes, such as the inadequacy of capital equipment and lack of 
trained personnel, the reduction in working hours and the country-wide outbreak 
of strikes and civil commotion and bottle-necks in internal transpolWt and distribution 
which accentuated the prevailing acarcitiw. Production of iron and steel, sugnr, 
cotton textiles, cement, paper etc., recorded a decline. There was also a dccline in 
domestic production of foodfirai~. occasioned by famine conditions ; failure of 
crops b some areas and the irrcguIarity in the arrival and inadequacy of foreign 
imports contributed to rendcr the food eituation gravc. Price controls were con- 
tinncd through emergency legislation in respect of food-stuffs (including tlugarca~~e), 
ctlible oils and oil-scods, cotton and woollen textiles, paper, petroleum and petroleum 
products, sparc prrrts of mechanically-propelled vehicles, coal, iron and atml and mica. 
The decontrol of the rest of the commodities in tho context of the conditions 
mentioned above actually tended to raise their prices. Another contributory factor 
was the nddition to wagca and allowances conceded in certain induetries in response 
to the dcmandv of labour. Besides, there wns abo the influence of international 
forces, such as the riso in the price-levets in the United Kingdom and the United 
S t a h ,  the per~iatcnce of demand from marketa opened during wnrtimc and the 
general prevaIence of conditions of a sellers' market abroad, all of which helped to 
bring nhout a rise iu the pricc~ of industrial raw mnterial. The concrete remedial 
action taken by Government in this apherc related to the appointment in 
February, 1946 of the ComuloJitie-!~ Priecs Board to advise them in the formulation 
and administration of an appropriate and consistent price policy. The main function 
of the Hoard would be to kccp under constant revicw the movements of commodity 
prices and to advise Government on price-levels in respect of controlled com- 
modities and on the question whether other commoditicu ahould be brought under 



control. In dctcrmining the price-levels thcBoard would havo to  take into account a 
variety of factors, such as the cost of production, the current priccs in relation to 
pre-war price-levels and their heariug on other commodities and would, in addition, 
undertake periodical reviews to cxplore the poasibilitics for a reduction in the cost 
of living. 'l'hc fir& l i d  of commoditic.~ referred for examination to the Board included 
foodgrains, cotton and cloth, t o  be followed later by other articIcs. such as iron and 
steel and cement. Government nlxo appointed an ad hoc: Cornmittec in rcspoutle to 
the tlcmands from t.he cot'ton textile industry, to examine and report on the industry's 
claim for an increasc in the price8 of cotton tcxtilw, especially of thecosruer varieties. 

The Economic iidviser's index numbcr of wholesale priccs (vi(2rle Statement 11) 
averaged during the year 276.4 as against 244 .gin 1945-46, t,I~us showiug a sharp rise 
of 12 per cent. The rise in thc index number was stc~ciy an:l persistent thoughout,, 
tbc pace bcing relatively higher &T Gept t mbcr following t.he relaxation of most of the 
cont,mls. The rnnximum rise during thc yrsr WAS recorded by t,he group comprising 
the chief articles of cxyort uric1 the Iemt by t,hc n~anufacturetl articles, the others 
coming in hetween, indicating a rnove~nent, contrary to  that wit,ncssccl during the 
ea.r l  period of thc war when manufactured articles led thc way. The group irldex 
for the chief articles of cxport rose by 66.4points to 827 -4,  while those for agricultural 
commodities, raw rnaterisls and nll primary cornmdities bicreasetl I3y 40.1, 40.8 
and 41 points to 335.8, 247.1 and 298.1 respectively. Chie.f arnong thc cnuses for 
the rise in thcsc groups was the fixation by Government of higher prices for sngar 
and an increase in thc ' floor ' prices for cotton. The food index issued by the 
Economic Adviwr, (Base : wc.& ended 26th August, 1939=100), notwithst.anding 
tho hwvy su1)oidies sanctioned by Government during 1946 in regard to importel 
foodgrains, rosc  teep ply from 244-8 in April, 1946 to  271.8 in Mnrch, 1947, as 
against a rise of 11.1 and 2 . 8  points in thc two previous years. According to 
the serietl recently issued by the Economic Adviser, the indcx for iurluutrial 
raw mtcrinls showed t.he rna.ximum rise from 283.5 in March, 1946 to  362.9 in 
March, 1947. 

Tbe Bombny cost of living indcx (vide Statement I) averagcd higher 
at 255 during the year as compared with 231 and 228 in the two previous years. The 
movement of the index was c ~ a t i c  mainly duc to fluctuations in the food group 
which row from "7 in April to 334 in July, 1M6 and after a slight recession to 332 
in Auguqt, rosc to 339 in September after which i t  fluctuated within narrow limits, 
while the other groups, fuel and lighting, clothing, and houeing remained 
almost n t  constant levels. The miscellaneous group, however, recorded irregular 
m0vement.s. The accompanying graph  depict,^ thc trends in the indcx numbem of 
(d) wholesale prices issued by the Economic Adviser a n d  (ii) the Bombny cost of 
living (figures for J a n u i  y-Xnrch, 1947 are provisio~id). 

22. Indin's Balunce of Tradc in 11fcrdundise.-The rnovemcnts in the recorded 
foreign sax-borne trade during thc year were mainly influenced by thc extension or 
relaxation by Government of import and export trade controls. 

Government's import policy during the ycar had to bc adjmted to the 
deterioration in thc country's balance of pnymenta positmion caused to a considerable 
extent by large imports of food. In the first quarter of the ymr, it was decidcd that 
a morc libern.1 policy rhould be dop ted  in the isstzc of i r~~por t  licences, which upto 
then had been granted freely only for goods in eusent.ia1 cntcgories, in ordcr to counter 
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inflationary tendencies and to encourage the production of food tbrough c.omumer 
goods being d e  increasingly availnble to cultivators. In  accordance with thk new 
policy, a lnrge number of items was added to the Open General Licence No. VII which 
permitted the import of g o d s  from Empire countries within the sterling area without 
individual l i cena~  ; and a new Open Gcneral Licence No. VIII was also issued, 
covering the import of n limited range of goods from all countriw. In addition, 
licences were imued frecly for importing a large number of consumer goods. The 
full effects of this relaxation were not. however. felt until thc lnst auarter of 1946 
when imports arrived in Jarge qkntities. ' It was found th'at the goods 
received were mostly of a luxury and non-essential variety, awntial goods being 
still in short supply in the leading manufacturing countries. In certain cases the 
volume of im~orts  was even found to exceed the demand. Also. owine to risin~ ', " 
prices, import\ of foodgrains hnd I d  to a larger utilisation of fore& exchange than 
was originally anticipated, wbile exports had not expanded both on account of 
increased internal consumption and the continuance of restrictions on acreage under 
the leading cash crops, such as cotton and jute, in order to grow more food. As a 
result, India had, during the ycar, a, heavy adverse balance of payments (us dis- 
tinguished from the favourable trade balance on private account) indicated by a 
fall in the sterling balanw. It wm, thorefore, felt necessary that the import policy 
should he reviewed and wrly in March, the Open Gcncral Licence No. VIII was 
canccued and the issuc of licences for non-wscntial commodities mas severely 
curtailed. In accordance with this new ~olicv. the Reserve Bank ccnsed issuing 
licences for the import of gold and silvm ihich: &winR to the high prices prevailhi 
in India, had been imported in very large quantities during the first quarter of 1947. 

The diversion of acreage from cash crops to food c rop  necessitated by the coun- 
trv's overall food shortage continued to influence not onlv the volume of Dr~duct i~n 
oithe cash crow. which Gmtituted the bulk of India's ex&rtrr. but also ~oGernment's 
export policy,Awhich was governcd by the desire to consemc essential raw materials 
to be exchanged against food imports from other countries. The relaxation of export 
controls wan consequently gradual and was applied only to such articles as were in 
excees of domestic needs, although there was also the awarencas of the need to  secure 
rss great an expamion of exports as poesible to provide for the increased import 
requirements of the country. While control ovcr exports in respect of a large number 
of commoditiee of a non-essential nature wns tomovedin July, it was retained or modi- 
fied in respect of items, such lu, foot-ware, sheepskins, raw hides, oil-seeds, long staple 
cotton etc., and the export of groundnuts waa altogether prohibited during the year. 
The cxport of ~10th and jute to some co~lntries was permitted in order to secure 
imports of needed food-stuffs. Adequate peacetime powers to regulate the exports 
from and imports into the rauntry for a period of three yeam with effect from 25th 
Mnrch, 1947 were aho takcn in hand by Government through the Importa and Exports 
(Control) Act, 1947, this legklation being intended to help the Government to take 
such mwwncs as are necemy to c m  B smooth and ordcrly tramition in the 
trade of the country. 

The future of India's commemial policy is bound up aho with the decieions 
likcly to emerge out of the discussions for multilateral reduction of tar& and 
preferences at the second meeting of the Preparatory Committee on World Trade 
and Employment in seasion a t  Geneva. This country has heady played a significant 
role in espousing the cause of industrially-backward countries (a) by securing, a t  
the first session of the Committee, international agreement for the proposed inclwion 
in the charter of clauses rclating to the development of backward countriea, (b) by 



pressing the need, in certain cases, for resenvations in regard to the use of quantitativc: 
restrictions for dcvelopment purposes and (c) by securing recognition within limits 
of their right to develop their resources through the method of t ad3  protection. 

Tho published wartime returns on India's sea-borne trade were inadequate 
for drawing up a balance of papentv  statement for the country because of the 
exclusion therefrom of the trade on Dafcnce account partly involving h n c i a l  pay- 
ments betwcen Governments, and the inclusion of e e s  of lend-lease imports and 
reverae lend-lease exports not resulting in money transfers. The elimination of 
lend-lease tramactions and the decline in tho stores imported on Defenco account 
make the figurea of trade relating to 1946 less vitiated for this purpose and 
also render them compnrable with those of the pre-war period. The total value of 
India's foreign tradc on the basis of the publkhed fi,ms (uicEe Statement 111) 
registered a further sharp increase from R8.481 a9 mores in 1945 to Iis.566 -2 crores 
in 1946, the rise in exporta exceeding that in imports. Exports (including re-exports) 
rose from R9.240-6 crorw in 1945 to  Ra.303.6 crores in 1946 showing an improve- 
ment of Hs.63 crores, whilo imports regi~tered n smaller rise by Rs.21 crores at 
Rs.262.6 crores. As a result, the small adverse balancc of trndc of Ra.72 Iakhs 
during 1945 wm converted during the year into a sizable surplus of Rs.41 crores. 

23. Dir~diun of T,rud.c (Eduding ReexprIs).-The table on page 47 
shows the more important changea in the direction of India's trade and the balance 
of trade with importnnt conntrica and groups for the three years 1944 to 1946 and 
compares them with the pre-war position in 1938. The emergence of an unfavournble 
trade balance with the Empire countries us a whole, on the pntten~ of the prc-mar 
position, the appearance of a sizable deficit with the United Kingdom amounting 
to Ks.30.84 cmra and thc rcrrtoration of the usual surplus balance with the United 
State8 amounting to Hs.23.66 crores constituted noticcable developmenta in the 
direction of India's trade during the year. The value of imports from the United 
Kingdom showed n hnndrcd pcr cent increaae from Re.50.43 crorea to Re. 100.88 
crores, while the value of exports to that country improved moderately from 
Rs.64 -02 crores to Rs.70.04 croretl. There were further falls in the favournblc trndc 
bnlanccs with Ceylon, ~iustralia and Canada. Following the operation of economic 
sanctions ngainst South Afiics, cxports to that country receded by 338.2-53 crores, 
while imports declined by Hs.0 -73 crorc. Trade with nurmlt w m  revived in 1946, 
and showed an export surplus of Ra.2-86 crores. As regards trade with ' other ' 
Empire countries the favourable balances improved from Hs.1 .G2 crores to Rs.6-10 
crorcs. !Chc bnlanoc of t d c  with thc Empire countries as a whole for the first time 
since the war was unfavourable to the extent of Rs.8 -20 crores as against a surplus 
balance of Rs.40.10 croru in the previous year. The percentage values of imports 
from and cxports to Empirc countries in relation to the total were at 56 -8 and 50.8 
respectively, showing a close similarity to the proportions in 1938. Imports from 
the Empire countries increased by about 66 per cent from Ks. 40.06 crores in 1948 
to Rs.149-11 crores in 1946, hut exportv to them, despite an expansion from 
Rs.130.16 crows to Rs.140.91 cmre-9, fell in percentage terms from 59-7 to 50.8. 
Exports to the non-Empirc countries rmo by 58 pcr cent from Re. 87.9'7 crores in 
1945 to Rs.136-64 crores in 1946, while during the same period imp0rt.q declined by 
nearly 23 per cent from Rq.147.48 mores to Rs.113-41 crores. Imports from the 
Unitd Stntcs showcd a sharp dccho from Rs.71.06 crores to Rs.46.41 crores, but 
exports improved from Rs.50-70 crorea to Rs.70.07 crores. Noticeable reductions 
in the unfavourable trade balances with Irau and Egypt were achieved rwpectively 
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fromRs.Tfi.(ll crores and Rs. 14-99 crorea in 1945 to Rs.22-92 crores and Ra.10.27 
crores in 1946. Though  import.^ from t'he 'other' foreign countries showed a pro- 
portionateIy greater increase than exports, there was a net favournble trade hehnce 
of Ra. 32-70 crorcs with them in 1946 as against Rs. 25-85 crores in the previous ycrtr. 
Trade balances with t.he foreibn countries as a wholc were favourable to the tune 
of Rs.23.17 crores, reversing the position of heavy deficits witah thew countries 
during the two previous years. 

24. Cmp8it ion of Trade.-The following table gives the composition of 
India's imports and exporta (including re-exports) according to main cornmdty 
groups during the gears 1944 to 1946. Although thc exclusion of trade on Govern- 
mcnt account detracts from the value of these figures, thcy serve lus a rough guide to 
the distribution of trade over the constituent categories. 

1 !)3S 1944 1'94.5 194G 
Rq. Pcrrr71t- RS. Percent- Rtr. Pcrcrnt- KY. Perccnl- 

irr)rCIL ~ I V C  crnres ngt  clulrn rage orores uge 

EXPORTS (Inc ludi~~g  re-exports) 

The moet striking dcvclopment in the composition of imports in 1946 was tho 
pronounced trend to a return to the prc-war pattern. The value of the imports of 
food showcd an absolute increase, rising from Jrts.21.75 crores in 1945 to Rs.33-69 
crores in 1946, thc rclntive increme in percentage terms being from 9-2 to 12.8. 
The value of imported manufactures attained conaidernble increase from the 
moderate level of Re.84-47 crorcs in 1943 to R8.145-41 crores, accounting in terms of 
proportion to the total for 55.4 per cent ns against 38.6 per cent in 1W. The value 
of raw materials sustained n &harp set-back, dcclining from ICrr.128-05 crores to 
Rs.76.60 crores, the fall in porocntcrge being from 54.0 to 29.2. 

Exports, on the other kasd, retained their main martimc charncteristics. 
Whde the value of food materials e x p o d  increased from Rs.53.25 crorcs in 1945 
to Rs.58-43 crores in 1946, in terms of percentage there was a decline from 23.3 to  
19.2. The principal items comprising this group related to tea, f i ~ h ,  vegetables and 
fruits, tobacco ctc. Raw materials substantially incrwsed from Jrts.75.75 crores 
in 1945 to Ra.104.49 crores in 1946,accountingfor34-4 per cent of the total exports 
in 1946 as againet 31.7 pcr cent in 1945. Manufactured articles also increased 
considerably in value from Rs.105.31 c row in 1945 to Hs.135.78 crores in 1946, 
but showed only a slight hcrease in their proportion to total exports. 

25. I m p k  and h'xporh.--The table on page 49 shows changes in the valuc of 
important commodities entering into the foreign sea-borne trade of India during 
1944-46 and compares t.hem with the pre-war year 1938. 



TABLE 14.-INDIA'S IMPORlS AND EXPORTS OF CERTAIN COMMODITY CROUPS. 

(In h k h v  of rupees) 

I938 194-4 1 M;i 1940 I~icrease ( $ )  or 
dmreane (-) 
ovnr I945 

I bl  PORTS 

Gmin, yulae and flour . . . . . .  10.83 633 9,5G J6,30 -1- 6.75 

Oila-regetahle, mineml and nnimal 16,9Y 71,09 89,D2 38.22 - 51,iO 

Cotton, raw ar~d wlr.ste . . . .  11,07 ?2,14 2449 22.93 - 1,50 

wool,  raw . . . . . . . .  72 2,47 2,15 2,YU + 65 

. . . . . .  Dyen and colourv 3,70 734 10,OO 12,20 + 2,29 

blwbinery . . . . . . . .  1 9,31 14,R3 19,67 :41,15 + 11,4H 

Cotton ynrne and manufncturea . . 14,Gl 1,52 1.46 3,52 + ?,(if5 

EXPORTS (Including ro-oxports) 

(;ruin, pulrr end flour . . . .  
Ten . . . . . . . .  
Oils--veyotablc, nlinernl and nlli~lral 

k d v  . . . . . . . .  
Cotton, raw and w n ~ t e  . . . .  

.Hidm and e k h ,  raw, tanned or dreased 
nnd lmthcr . . . . . . . .  

Colt.on yarne nnd mannfnctures . . 

26. Tarifl Board.-During the year under review, Government referred to the 
Tariff Board about thirty applications received from the various induvtriev ~eeking 
protection through tar8 or other types of Stab aasistanco, in addition to the ten 
which were already under the Board's consideration as at the end of last year. 
Of thcsc, the Board completed its enquiries arid reported to Government on taenty- 
firc npplicationa, and Government published their find orders in rapect of nineteen 
industries list,ed below. 

1. Calcium Chloride 

11. Photo-chemicals 

3. Bichromntes 

4. Yhosphst.es and Phosphoric Acid 



5. Buttcr c:olonr and Aernted water powder colour industrias 

8. Coated A hrasives 

9. Antimony 

10. Caustic Soda and Blenching P(iwrlsr 

11. Aluminium 

13. Sewing Machines 

16. Paper and pnpcr-pulp 

16. Cotton Textiles Manufacturing 

17. Sodium Sulphidc 

18. Irou and Steel Industry 

19. Sugar 1n.dtlstry 

The Tltriff l3onrrl outlined in i t y  report on the calciur~l chloride industry, 
thc broad ptinciplc according to which it ndjuclgcd an industry to be dwerving of 
protection. This principle, to quote the report itself, is that " unles~ nn industry 
suflers from inherent hanclioaps which cannot be remedied, there would be a p ima  
facie casc for kccping alivc thc industry until o filller nnd more detuiled examination 
is undertaken a t  o later stage as part of a long-term policy of protection." In 
accordance with this, the h a r d  recornmended protection to moat of the industrics 
generally through tha co~~vcrsion of tha cxisting revenue duties into protective duties. 
The Board emphasised the need for effecting a reduction in costs generally by all 
the industries and to be helpful in this respect recommended (i) the rcmovnl of revenue 
duties on the imports of constituent raw materials, and on the machincry used and 
(ii) the payment of n snbidy, where n e c e s q ,  to equalire the local cost of production 
with thc lendd cost of the imported articles. In addition, the Board hw generally 
indicated to the industries concerned the particular items of cost where reduction 
could be effected without endangering efficiency. In fact, the Board has, in pre- 
paring tho cost cstimatcs for various industries, as~umcd that the suggestions will be 
carried out. The Board has generally reconunended, except in ono or two caseu, 
the retention of the preferentinl trentment in reganl to duties on articles from the 
United Kingdom and Burma. 

Broadly, the industries on which Government's clecisions wcrc pl~blished 
may be clawifled into four groups. Tn the firvt category are iridustrics alrcady 
enjoying protection but whosc claims for thc cxtcnsion of protection werc: denied after 
p i m a  facie examination, and the protection on which was allowed to lapse from 
31st Narch, 1947 (items 15, 16 and 18 al~ove) ; in the seconcl group arc industries 
ghich wcrc either grantcd protcction or allon-cd to continue the existing protection 
for a period of one year from 31st March, 1947 (itens 1,3 and 19), snrl in the third are 



those which have been granted protection for a period ranging horn two to three 
p a r s  (items 2,4,6,7,8,9,10,11,12,13 and 14) ; finnlly there are the industria for 
which protection was denied (items 6 and 17). 

27. Trade A q r e . - T o  facilitato the import of urgently required food- 
stuffs, India collcluded during the year two trade ngrccments, one with Indonesia 
and the other with Argentina. The former Agreement provided for the supply by 
Indonesin to India of 700,000 tom of paddy ; delivery was to be a t  the Indonesian 
ports in bags to bo supplied free for tho purpose by the Government of India. The 
value of the paddy supplied was to be set off against the amount due to the 
Government of India on account of consumer gods,  such BB textile piece-goods, yarn, 
agricultural implements, ntensiltl etc.,  upp plied to the Indonesiaa l3epublic ; the 
balance, if any, was to be paid in India to the authoriscd agelib or hankers of the 
Indonesian Republic. The Indo-Argentine Trade Pact enviwrged an immediate 
export from Argentina of 140,000 tom of maize, and 26,000 tonu of wheat which 
Indin had already purchased. In return, India undertook to deliver to Argentina 
30,000 tons of jute before the end of the year and a further 30,000 tons during thc 
first aix months of 1947, and alao its purchases in India of rubber tyres for trucks 
and anti-locust insectic:itlcs. 

In  February, 1946, Goverlunent h:rd despatched s Trade Nission to China with 
a view to examining the possibilitiea of a rc~umption and development of trndc between 
the two countries. The report of thc Mission, submitted to Government in August, 
1946 referred to the wide rnnge of cornmditiea, particularly raw inaterials and 
comlimer goods, which India could eupply to China ; it further stressed the oppor- 
tunity available to India, with the elimination of German and Japaueee competition 
in the Chinese market, to meet to a certain extent the demand for goods previously 
cebred for by theae countries. The more importnnt recommendntiom of the report 
comprised, (1) the fixation of an agreed rate of exchange between the curronciea of 
India and China and the eetltnblishment of Special Accouuta Arrangements to be 
operated by the Central Banks of the two countrica, (2) the examination by Govern- 
mcnt of the poseibility of guaranteeing thc risk involved by moans of an insurance 
arrangement on the lines of the Britih Export Credit auarantee Insurance Scheme, 
(3) the removal of restrictions an tho fke  movement of go& betwecn the two 
countries, (4) the appointment of an Indian Trade Cornmieeioner in China and (5) tbe 
desirability of h d i a  having her own regular shipping and air serviccs to China. The 
roport a h  mentioned the exktence of bright prospects in China for Indian banking 
and insurance companies. 

The Australian 1ndustrialist.s' Delegation which visited India in October, 
1946, with a view to exploring possibilitiea for increasing the volume of trade between 
the two countries and to reciprocate the Indian Delegation's visit to that country, 
observed that production in the two countries (Australia and India) was comple- 
mentary and that Australia was not in need of foreibm capital though ita main deficiency 
was labour. The Delegation hoped that Australia would be able to trnclo with India 
and withstand competition of British and American manufacturn both in respect 
of capital and consl~mar goo&, because of the rigid Australian price control system 
which kept down the cost of living. The hope was also exprewed that the close 
relations maintained during the war yeam would continue in peacetime also between 
the two countries. Trade Cudsuioner's offiw were opened during the year in 
Colombo and Paria. 



III. BULLION 

28. Prd26clion of Gold and S.iZve7.-The estimatod production of gold in India 
in 1946 amounted to 131,766 ounces valued a t  Rs.3,48,08,064 ns compared with 
168,366 ounces valued at Rs.3,39,64,974 in 1945. The production of silver in 1946 
s placed lower a t  11,378 ounces valued a t  Rs.40,G52 as against an  output of 14,151 
ounces valued at Rs.48,6!22 in 1945. 

29. P& Trends.--During the year under review, the bullion market in India 
started shedding to a certain extent its wartime insularity following the partial 
relaxation of control over the movements of bullion and wns ~uhjeckd in a fuller 
degree to  the impact of developments in foreign centres. Although the market was 
generally firm during the getrter part of the year, it recorded abnormal fluctuations 
during some months. Early in the year in May prices in Bombay reached the 
highest levels on record which, however, lnsted only for a while and the quotations 
came down in July following arrivals from upcountry centres and on reports of 
offerings from abroad. From Angu8t to the middle of October, p r i m  were fairly well 
maintained. Thereafter the market presented a we& tone, and prices, particularly 
in the silver section, regifltered a precipitate fall during the last wook of November. 
But in December followed a recovery under bull support, which gathered momentum 
following tho announcement on 6th March, 1947 by the Government of India of the 
ban on imports of bullion. 

The sentiment in the market during the year was influenced by a number 
of factora, internal a8 well as external. Among the internal factors were the 
increased speculative activity, the acute shortage of the actual in relation to n 
growing demand for the ready, the exploitation by the bull intereats of the 
deteriorating technical position resulting from the temporary falling-off of foreign 
supplies, the continuance of a gcncral shortage of consumer goods, apprehensions 
of Governmental action to curb speculation and the reduction on 12th August, 1946, 
of the import duty on bullion by 50 per cent. During the year, forward trading in 
bullion was permitted but it had to be mpended often on account of frequent 
differences between beara and bulls over the fuKlment of forward contracts. The 
foreign development.. in bullion dkcussed in Part I of the Report generally influenced 
price trcndv in the Indian market. 

YO. Price of Cold.-The table beIow shows the highest, lowest and averngc 
prices of gold in Bombay for each of the nine years 1938-39 to 1946-47. 

SPOT S E T r m h T  

Yeer Highcst Lowoeb Avenge Highest Loweat ~ l v e n ~ g r  



Stntoment I V  ehows thc  highest, lowest and average prices of gold, both 
spot and forward, and of sovereigns as abo the estimated average stocks of gal(\ in 
the Bombay market for each month of the year undct- review ; trends in thc s p t  
prices of gold and silver during the ycnrs 1926-37 to 1946-47 arc, show11 in Statr-  
ment V. 

Statement VI shows the weekly lnoveruel~ts of spot and forward priced n11t1 
etocks of gold and silver in the Bombay bullion market durina the ycar. Thc: 
graph below shows the trends in spot prices of gold and silver since the beginnin!; 
of the war. 

PRICES OF GOLD AND SILVER 
1 3 %  - Ant- Auq 1939~100 

I 
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The gold market presented a firm undertone during thc greater part of Llrr 
YCM, the highest and avcrage prices, both spot and forward, attaining the hiqhtlst 
levels on record. Thc upward trend noticed towards the close of last y w  contirn~cl i 
through the beginning of the prcsent year, though the rising tendency was temporol.il5. 
arrested by mid-April on selling premurc induced by the new8 of the discovery of .I 

new hrge gold mine in South Africa, by reporta of a atcep fa11 in Egyptian gold pricc. 
and by speculation regarding resumption of sales by the Rescrve Bank. B ' v ~ \ ~ : i l ~ !  



trading in gold which had rcniained ~uspc?nded from 30th January, 1'346 was permitted 
to he resumed with effect from 16th April, 1946. Reidy gold after eaaing from 
last year's closing lcvel of Rs.97-12-0 to Ks.96 on 18th April advanced sharply to  
Rs.111 by 25th ;\.lay, owing to acute ecarcity of floating stocks. In  order to avert 
a crisis which might follow the soaring prices, the Board of the Bombay Bullion 
Exchange prohibited operators on 9th May from cntering into forward transactions 
for thc current monthly ~ettlemcnt over thc rate of Hs.99-4-0 per tola and also pro- 
hibited trnding in the next nettlemcnt. The disparity botween the forward rates 
as fixed by the Boanl and the rising randy rat& having, however, widencd to 
Ra.4-12-0, t b  action produced little effect on the 11mket and forward trading had 
to be s~~qpendecl. On 16th Nay, the authorities of the Exchange h e d  thc ~naximum 
rates for the next monthly delivery a t  the same level iixed carlier for thc cumnt  
monthly ~cttlement, that is, Hs.99-4-0. Official forward trading wn8 resumed on n 
fortnightly basis froin 20th June. The upward trend which was maintained till 
the end of Junc was arreated in July, and priccs tended to lower levels, ant1 this was 
further accentwtcd in the wnke of roports during the ~niddlc of July of offerings of 
gold by the Rank of Mexico, the LeariRh d~velopmcnts in gold markets in foreign 
centres and thc ratification of the Anglo-Amcricnn Loan Agreement. 14s i~ resuIt, thc 
price of gold came down on 17th July to Rs.84-4-0, which repre~ents the lowest level 
for the year. The decline was also ucribcd to tlie rules relatiug to bullion contracts 
which wrre said to have prescribed conlparatively small penalties for non-delivcry 
and werc therefore favourable to short sellers. Following the Government's 
announcement on 12th August of a rcduction of 50 per cent in the existing import 
duty on gold and silver, tho market cvinced an uncertain trend, inhe quotatiom 
fluctwting widely. As an itnlncdiate react-ion, the ready rates of Loth gold and 
silver declined while the forward ratm tended to rise. But soon the mnrlcet nppearcd 
to have settled down and prices improvetl on sustniuell dcmand in rcbtion to the 
ecarcitp of floating stocks. This trend continued upto the end of November, the 
quotations fluctnating within r~arrow litnita. Forward trading remained suspended 
from 24th Novembcr, owing to we t t l ed  conditions resulting from the decision of 
the Bombay High Court relating to deliveries undor forward contracts. On 29th 
Xovembcr, the quotations registered a fall in p y a t h y  with the sharp break in silver 
prices. A recovcry was soon in evidence owing to the re-emergence of bull support 
and the resumption of forward trading under a new contrnct from 9th December, 
ready gold rising from the low level of Rs.98-0-0 on 30th November to Rs.103-2-0 
by 31ut December. During the last quarter of the year, the market remained generally 
bullish, except for occasional setbacks influenced by apprchensions of larger imports. 
The buuinh trcncl mas further a~qhted by the suspension by Government of the issue 
of licence! for import of bullion with effect from 6th March, 1947. The Board and 
the Merchants' Carnulittee of the Exchange declared on 10th March n state of emer- 
gency in the market and fixed the ceiling prices for the March and May settlements 
at Rs.106 and Rs.103 per tole roepeotively, and also decided to extend the date of 
the March delivery by a fortnight. The close of the year wi tnesd  a confusion in 
the markct following tussle betwecn the bulb and bears in regard to this action 
of the authoritim, the quotatione fluctuating irregularly and closing for the year 
nt KR.103-4-0 as compared with last year's closing level of Rs.97-12-0. 

The range of fluctuatiom in the ready rates for gold in tho Bombay market 
during the year was Hs.26-12-0 as a p b t  Re.34-6-0 in the preceding ycar, the highest 
and thc lowest ratea during the year being Rs.111 and Rs.84-4-0 respect.ively as 
agninvt Hs.97-12-0 and Rs.63-6-0 during 1945-46. The average rate of gold worked 



out higher at Rs.101-1-2 as against Rs.80-3-0 in the preceding ycar. l'he premium 
of the ready ovcr the forward rate (first settlement) varicd between Re.12-12-0 and 
minus Rs.1-8-0 against Rs.5-5-0 and nil during 1945-46. 

31. Assaying and Kejiinilzg $Gold.--During thc ymr undcr review, the Bon~hnp 
and Cnlcutta mints received from the public and the banks 140,492 tolns and 27,938 
tolas respectively for melting and assaying as against 757,486 tolm and 31,206 tulas 
in 10.15-48. The Bombay mint received 2,001,11(i tolns of raw gold for relining as 
against 3,533,162 tolas in the previouu ycnr. 

32. PPTx of Silver.-In the table below are givcn thc highest, lowest a d  
average priccs of silver in Bombay during the ninc yoam 1938-39 to 1946-47. 

SPOT SETIZEJLE?rT 

Ycar Highest Lowcrt Average Highest Loareat Aocrage 

Statement 1'11 shows the highest, lowcst and average prices of silver in 
Bombay, London and New Tork and tho stocks in Bombtap for each month during 
1946-47. 

Thc firm trend in the silver mnrkct noticed towards the close of last year 
continued, barring n temporary set-back in July, till the middle of October, 1946. 
During this period, quotations reached the high& levels on record. This 
firm tendency waa assisted by e variety of factors, thc chiof of which were (1) reporb 
of transactions in the London market st rates much above the pegged price of 44d. ; 
(2) the raising of thc United States Treasury't! purchase price of domestio silvcr on 
31st July, 1946 from 7 1.11 centa to 00-50 cents ; (3) i n m w  in the London Tmasury'~ 
price of silvcr for eosential purposes from 44d. to Sqd.  on Gth August ; (4) the acute 
scarcity of floating a t w h  and (5) manipulationq by bulls who continued to corner 
a large part of these stocks. Later in November, however, ur~settlecl conditiom 
prevailed on amount of technical dicliIlicultiesconceming obligntions nndcr thc existing 
form of forward contract. Large-scnle liquidation by bulk who became umerved 
and the increased offerings h m  abroad wnaequent upon a fall in price in those 
centres contributed to a precipitate fall in the Indian markct. But kter, thc dcciaion 
of the High Court that a ~eller was bound to make physical delivery so long as silver 



was nvnilahle in the market was interpreted as favourablo to b~ills and lcd to cr rcvival 
of bull intcrest and recovery in prices. During the rest of the yerrr, thc market 
remained gcncrdy firm under the predominating influence of the bullish factors. 

Rendy silver spurted up from Rs.169-2-0 on 30th Blarch, 1946 to Ra.166-4-0 
on 8th April, and after receding to Rs.160-1'2-0 on 16th April following the news 
regarding the approval by thc United States Senate Banking and Currency Committee 
of the Anglo-American Loan Agreement, recovered to Hs.165-10-0 by 30th April. The 
recovery was assisted by epeculative b~iying in a market daperately sbort of supplies, 
and alw by the reporb in May of approval by the United S t a h  Senate Banking and 
Currency Committee of the Appropriation Committoc's proposnl to increase the 
Treasury'~ prick of tlomestic silver from 71.11 cent8 to 90.50 ccnts during the next 
two years and to $1.29 thereafter. In  the retjult, the rate advanced sharply to 
Rs.196 on 25th May, the highest price ever recorded, nnd came close to tho rupee- 
melting point. I n  view of tho soaring d y  ratcs, the Bomhny Bullion Exchange 
prohibited operators on 9th May from entering into forward transactions for the 
current monthly settlement over the rnte of Rs.171-44. T h  warning having 
little effect on the market, forward trading was suspended on 16th May and the 
maximum rate for the next monthly settIement was fixed a t  Hs.171-4-0. Soon the 
bullish fervour appeared to have  pent itself ant1 large mivale from upcountry centres 
and possibilities of imports h m  abroad, hclpcd to bring about a fall in prices. The 
ready rate declined h m  the peak level of Rs.196 on 26th May to Rs.169 on 7th June. 
Trading for deIivery in the silver section, which had remaincd euspended since 16th 
May was resumed on n fortnightly basis with effect from 17th June. The downward 
movement, however, continued upto 16th July, when the price touched the low 
level of Rs.1604-0. Prom tho latter part of July a recovery followed on support 
extended by bulls baaed on the shortage of ready stocks and thc increased recogni- 
tion that no importi5 of bullion were possible in the near future. With a view to 
encouraging imports of bullion into India, tho Govcrnment of India announced on 
12th August the reduction, with inmediate effect, of the import duty on bullion by 
50 per ccnt nnd though this had an miettling effect on the market temporarily, soon 
it steadied itsclf and an upward rnovcment in prices commenced, the quotatiom 
rising to Rs.165-8-0 by lGth September, on which &te the Bombay Bullion 
Exchange rude  certain changes in the terms of settlement contracts. 

The authoritic~ of tbo Exchnnge at n meeting held on 16th September 
resolved that from A s h  Sud hmna (i.e, from 27th September) delivery 
of the metal in settlement contracts would be a t  the scllcr's option with 
bed fortnightly bud la^ (or carry-over charges) of six annas per tola in the case of 
gold and eight amas per 100 tolaa in the case of sihor. I n  case, however, thc ~eller 
was not in a position to  deliver the metal, the sale would be carried forward every 
fortnight on payment of the above penalties until the date b e d  for the four-monthly 
J l a h  (the end of Januery, 1947) settlement when tho delivery of the metal wodd be 
compulsory. In case of default by the seller, the buyer would realiee damagcs upto 
Rs. 3-8-0 in the case of silver and Ra.2-8-0 in the case of gold over and above the rates 
which would he fixed for the next settlement by a committee of mcmbers. These 
changes in the rulw rclating to forward dclivcries coupled with prospects of arrivals 
from n1)roaif and the reported decision of the British Govcrnment to demonetise 
silvcr led to  fihort-selling as a rwult of which prices tended to sag, particularly in 
the forward section. Ready silver which had stood at Rs.166-8-0 on 16th Scpt~mber, 
temporarily ro8e to Rs.173-8-0 by 10th October but came down t o  Rs.154-12-0 



onIlthNovembor. On 12th Novomber, owing to a disngccment between henrs and 
b u h  over the interpretation of the word uslmk in Rule 23 of the Elulcs and 
Regulations of the 13ombay Bullion Exchangc and of t.he rights of the Exchange 
authoritia to compel under that rule a buycr to close his outstanding tramactions 
with a seller who was aehb (i.e. who was deemed unable to give delivery), a refcrcnce 
a s s  m d o  to the Bombay High Court. The Court's interpretation of the term 
ashah as referring only to a person who waa unable to give dclivery by reason of 
circmtancea beyond his control and not to a person who was in a position 
to purchoso in the market a quantity of the metal equivalent to that to bc delivered 
and tho Court's eubsequcnt decision in a special case in favour of bulb had an un- 
settling effect, as n rcsult of which forward trading renlained suspended from 24th 
November, pending the formulation by thc Exchange uuthoritics of a new contract. 

During this nnscttlecl period, ready silver registered n precipitate decline, 
owing to h v y  bull liquidat.ion, tho rate touching Rs.127-0-0 on 29th Novernbcr, 
the lowest lcvel of the yenr. Thereafter the quotations tended to recover mainly as a 
result of sustained bull eupport and with the falling-08 in foreign supplics temporarily, 
operators wbught to exploit the continued shortage of avnilablc stocks, particulmly 
in relation to the growing saasonal demand, and wcre further assisted in their 
manipulations by o k ~ i o n a l  firm dviceq from abrod.  The ready ratcs recovered 
from the low level of Rs.127-0-0 on 29th November to Rs.160-12-0 on 31st 
December. 

Porward trading which had remained ~uspended since 24th Novomber was 
resumcd on 9th December under a new contract, the main featurcs of which are 
(1) there will be six delivery months in the year, each delivcy being of two months 
duration ; (2) not more than two such delivery months will be open for t rd ing  a t  a 
time ; (3) the seller shall give delivery and the buyer shall tnke dclivery of bullion 
on the maturity of the contract ; (4) in the event of the failure of a seller to makc 
delivery or of a buyer to take delivery, the partics to the contract will have 
unrestricted right of selling or buying as the case m y  be on account of tho defaulter. 
Thc dclivery date for the first settlement was tixed on 7th January and the date for 
the second mttlemcnt was b e d  originally on 7th March and lator extended to 18th 
>larch. 

During the last quarter of the ycar the market presented rt generally firm 
trend except for t en iporq  set-backs jnfiuenced by vnrious  factor^, such as the sharp 
recession in tho New York price of silver, reports of heavy salee of silver by Spain 
enrly in January, tho reduction in tho Treasury's price of silvcr in London on 
3rd February, and the introduction on 17th Februa y of a new official Bill in the Indian 
Legislature dosigned to replace quaternnry silvcr rupees by nickel coins. As agai~ut 
thene the main bullkh factors were the continued shortage of stacks and imposition 
by the Government of M a  of the ban on private imports of bullion on 6th March. 
In view of the rapidly mounting prices following the ban on imports of bullion, the 
B o d  and the Merchants' Committee of the Exchangc declared on 10th March a 
state of emcrgency in t.hc market ml fixed the ceiling pricea for the March and 
Mny settlements at Rs.163 and Rs.16G per 100 tolaci of silvcr rcspectively and also 
decided to extcnd the date of the Narch delivery by a fortnight. Ready ailvez 
which had stood at Rs.lG0-12-0 on 31st Dccember advanced to Rs.171-0-0 bv 17th 
March closing for the year a t  Rs.164-8-0 as against last yem'a closing l k e l  of 
Rs.159-20. 



The osixnt of fluctuations in the rates for ready silver wrm RRs.68-0-0 as 
againrt Rs.41-6-0 in the preceding ycar. The nionthly average price (spot) for the 
year worked out a t  Hs.lG2-4-10 art comparcd with Rs.135-1-11 in 1945-4G. The 
premium of the ready over the forwwd rate (first ~ottlcment) varied between 
YIs.13-8-0 nnd minus Its.2-8-0 as against, Rs.5-0-0 and xi1 during 1946-46. 

33. As.sayi~~g rnnd Rcjining oj' b3il~~ar.-The Calcntta mint received 1,254,008 
tolus of silver fib7 mclting a r ~ d  assaying during the year aa agaillst 1,137,ti'i5 tolas 
i n  19454(i. The receipts by the Bombay mint mcrc higher a t  1,476,115 tolas 
0.9 compnrad with 1151,670 in 1945-46. The qua11tit.y of silvcr received for refining 
during 1946-47 nt, the Bombay mint increased to 73,306,3333 tolus from 51,131,177 
tolas in the prcviolis year. 

34. I~ngwi-ts ant1 Expvrts of bullion.. -Statements 1X nnd X give the average 
quantity and vnluc of imports anti export,q of gold coin nntl bullion as also of 
silver for each qoinquemium from 19oMl1 to 19'29-30 nnd for each of the finnncinl 
ycnrslrorn 1930-31. Stntemcnts VITI and XI givc monthly figure8 relating 
to imports and c q o r t s  of gold UI welI as of silver for the calendar year 1946. Prior 
t o  the departure of sterling from gold, India was a nct i m p o h r  of both gold and silver 
hut since the tlelinking iu Septcmbcr, 1931 which coincidd with the world depression 
shc bccnmc a large exporter of gold. But so far as ailver was coaccrned, she coritinued 
to be a net importer on private accouut. Since 2943-44, however, India again Lecsme 
n net importer of gold, tnking into account thc. gold vales iu India on behalf of Allied 
Governmentu. For the cntirc periotl from 1031-33 to the end uf 194G Indin hnu 
been R net exporter of gold to thc tune of 36 million ounces while during thc snmc 
period her nct imports of silver on privatc nccoilnt amounted to about 237 million 
OUIIC~S. 

IV. FOREIGN EXCHANGE AND EXCHANGE CONTROL 

35. ~'jlerling T r a n q ~ i o w . 4 t n t c r n c n t  XTI akows tho starling transactions 
of the Hescrvc Bank of India 1110nth by month during 1346-47. l'hcre was a reversal 
d l i r in~  the year from thc wartime trend of total purchnses of sterling exceeding salcw, 
partly owing to  thc disappcarancc of factom reeponsiblc for the major part of stcrling 
acqusitions, s~rch IIR Government's war cqcnditure and pmchrrses of stores on 
nccount 01 Allicd Covcrnments, and also thc relatively larger imports under the 
stimlllus of decontrol. Although the I~allnlce of tradc on private account showed a 
net surplus, owing to hcreased import8 of stores and foodgrainv on Cmvernmcnt 
aacount couplcd with probnble private capita1 rcpatriation, them were net sales of 
sterling of £65.84 million by the Bank a8 against nct purchases of C79-27 million 
in  thc previous year. Except during the month of Ilcccmber, 1946, when purchases 
of stcrling cxoeetled sales, the sterling transactions showed net aales throughout tho 
year. Thc nct snlcs tluriug the first half of the year a t  229.74 million were lovicr 
than in the second half a t  f:\6-80 million. Thc monthly net sales wcrc heavy during 
Scptcrnt)c?r and October, t.hc pcnk f ig~re  being i18-32 million in the lattcr month. 
Duricg t8hc ycm, the Bauk bold sterlillg nmoiinting to  $99-31 niillio~~ aa compared 
n i t  h £42 -76 million in 1945-46. -4,s a rwult, thc tt)t,il sterling holdings of the Bank 
declinrxl by $91.50 milliou or Rs.122 crorex from f1,293 milliori or Hs.1,724 crorev 
on 31st Uarc!), 194(i to fl,f301.50 million or lb.l,(io'J crorcs on 31st Rlarch, 1947. 



36. Exeiuz~llgn. ..During the year, t.hc Hcscrve Bn.nk continnccl to buy stcrling 
T.T. from hanks for dclivery w i t . h  six months .stn J s. Gd. ancl to selI for ready dclivery 
at  1s. 5-G3/64d. On 7th October, 1946, in ordcr t o  usaist bnllliu in nleetirlg tho 
clemaild for fonvard sterling occasioned by public unccrt.aint.y its t.o whether the 
Governmeilt of Intliit \voi~ld comniilnis:nt,n the crrictiy pnr vn111c of thc rupcc to thc 
International hlonct-nry Fund, thc Hcscrvc Ba:k co~nn~cliccd sclling stcrling T.T. 
for dclivcry upto six months a t  18. 5-31/3"d. laaintuining the ready rutr 
unchanged a t  1s. 5-63j8;ltl. 

B a ~ k s '  buying and selling rates for T.T. on Lun~lon for re:tdy tlelivrrv rt!rrlailled 
nnchngetl t11roilghont the  year a t  1s. 5-31/32d. wlling nnd Is. 6-li32d. b~lying. 
There werc, howcvcr, changcs in both thc forn-arc1 buying nnd sclliw ratcs. At the 
heginning of thc pcar, banks were only prepared to buy l'o17~Ul'd slerling [or delivery 
uptn nine months. Continuow derni~nclt, wcw, however, nlade Ly cuporterj in 
C!alcutta for cover against forward sales of jute goodd, and the Lar~lir, approac-hetl the 
Reaerve Ban]; with n rcqncst to cxtcnd j t ,~  buying mtc bcpond six months. 
The Rescrvc Hank- clcclined to do this, but gave an undertaking to banks that i t  
wo~dcl be prepared to extend anv forwarti purchiue contract n l d e  with them for a 
further period of nix months nt, n timc a t  n penalty of Ii64d. Tn view of this under- 
taking, banks cxtcndcd their buying rates for delivery upto one year, the T.T. buying 
rate for the lost three mollthti having been raised to l a .  6-1/16d. against tho rate of 
Is. 6-1;'3"(1. for the first nine montha. Tn rwpect of forwnrd selling r n t ~ s ,  consaqnent 
on the decision of thc Rcocrvc Bank to sell forward sterling nt Is. 6-31/32d. for clclivcry 
upto six months banks in turn lowered their forward selling rates for stcrling T.T. 
for dclivcry within uix months to 1s. 5-15/16d. maintaining the esisting rates for 
r c d y  delivery a t  1s. 5-31/:Y!tl. 

Thc London-New crom rate mas unchanged a t  4.03i seIling sncl 4,034 
buying until 13th January, 1'347 when the rnte wns changed to 4.012 selling and 
4.03i  buying. In Tndin thcrc was a progrcsdvc mrrowing of the sprcnd hc twcc~~  
the buying n.nd sclling rates lor U.8. dollars. At the beginning uf the year, banks 
were selling U.8. dollars a t  R:iB$ and buying :it 3294. On 2'Lntl April, l9zl(i these 
rates which were unduly widc, wcrc nnrrowcd to 333 nnd 3292. Folloviing tho 
chi~nges in thc J,ondon-Now York cross rate, the rate was still furthcr rcduccd 
nnd &on> 14th January, 1947 banks have quoted RY. 332P per $100 selling and 
Rs.330 per 3100 buying. 

Tran~nct.ions in ather foreign currencies in the lnclian market wcrc few although 
thcrcwasacertainamount of bwinesx in Canadian tlollars. At the begi~lning of the 
venr, Canatlian do1l;im were cjnot,rrl nt Rs.302 sclling nnrl Rs.299 huyinp, hut following 
the ndjnst~ncnt of thc Canadian dollar rate to parity with the U.8. clohr on 6th 
Jnly, 1946, and the alteration of the sterling-Canadian dollar cross rate to 4 -02 
selling and 4-04 buying, thc buying and silling rates of bnnlr,u in Intliu. were 
sdjmted to  Rs.332; pcr Can, $100 sclling and Hs.329) per Cnn. $100 hilying. 
Tn Jnnunry, 1947, when t.he rates for the Canadian dollar in London were changed to 
40'2Q and 403f, the rupee quot.ations in India were brought into line with those for 
the U.S. dollar. 

37. Detvloprnw~ls in Ba;hngr! C(ntiro1.-During the year, there were no changes 
in the basic principles on which Eschango Control was opcrntcd. ~ransnct,ions.in 
foreign exchange continued t o  be confined to banks authorised to deal in foreign 



currencies and they were permitted to operate only on thc tcrms and conditions laid 
down by the Reserve Bank. The eterling area system, under which payments to 
pcnons rcsidcnt in other sterling area countriea were allowed freely while transaction9 
with parsons in othcr countries were subject to reatrictiou, continueti. m e  object 
of the Reserve Bank regulations wns to control tramfers of capitrrl, and banks were 
permitted to sell exchange freely in paymcnt of liccnscd imports and for current 
transactions, R U C ~  as remittrlnce of dividends, interest, insurance premia and com- 
missions. Purchases of foreign currencies by British subjects for pemonal needs, 
such as the maintenance of falnilies abroad or for travcl purpose9 continued to be 
subject to certain limitations. B a n h  auLhorised to deal in foreign exchanga 
continued to operate on their own m u n t  and to set off purchases against sales 
and were given facilities to cover their stcrling trnnsnctiona, by purchases from or 
rules to the Reserve Bank, and their foreign currency opcratiolls with thc Rank of 
England through the medium of their London agenb. 

38. Bumna.-During the course of thc ycnr, i t  was fonnd possible to give 
increused facilities for trnvellers to and from Burma. In view of thc largc number 
of refugees returning from India to Burma, permirreion was given to such penons to 
take out jewellery freely. In  order to mcct the requirements of returning Indian 
nutionalu from that country, the previous restriction on the cxchmgc of Burma 
notes upto Hs.100 per person, wm removed and the Reserve Bank of lndia 
undertook to exchange Heserve Bank of Indin R l m n  notes and R.M.A. notes without 
1 s t  a t  their Bombay, Calcutta, Madras and Karachi officclr. The office of the 
Reserve Bnnk of India in Rangoon was closed on 31st March, 1947 when tho control 
of the note itxqile wnu taken over by the newly collstituted Burma C'urrcnr,y Board. 
The Heserve Bank also gavc up the control of foreip exchange which was taken 
over by the Government of Burma from 1st April, 1947. 

39. E x - E m y  Countries.-During the year, commercial and h c i a l  relations 
were resutned with some ex-enemv count ria^. wit.. Sian~. Tndo-China. Autria. 
Huugary and Poland. E'or exchange purposes, Yiam mas regarded as bcing in the 
gcncral category of " other countries " like Iran and Saudi Arabia. Indo-China was 
regarded as part of the E'rench franc nrca mhilo tra~l~octions with the other three 
couutrietl, viz.. Austria, IIunpary and Y o l d  had to bc condnctcd through the medium 
of Austrian, Hungarian and Polish derling accounts. The Govcrnment of India 
notificntion No. B.I.(G3)/F/41 of 31at May, 1941 requiring the surrender through the 
medium of nuthorised dealers of the forcign currency proceeds of all exports was 
extended to cover ahi~menh to these countries. ~ m u e m e n t s  were also m d e  
for remittances to l3ul6;aria aud Rournania through the mcdium of ~pecial accounb 
mnintnincd with thc Bnnk of England. h the Trading-with-the-enemy rcguh- 
tions in respect of these countries still rcmnincd, paymentti were permitted only 
under special licerlces from the Government of India. 

40. Truve1.-Owing to the increased shipping facilities and the extension of 
air services from the United Statea and Europe to India, there: was a p a t  increase 
in Inrvel. While the limit of the equivalent of £10 per day previously fixed for 
busincsa trnvcl wns mnintnincd, ~anction was given for journeys on n more liberal 
ecale and a large number of lndian businessmen visited Europe and the Unitcd Statea 
with the object of building up fresh trade connections and 01)tniuing supplies of 
cornmoditics. In Octohcr, the Covernnlent of India decided that incrcascd facilities 
should be given to students and foreign exchange for educational purposes 



is now granted to students of all agcs and is not as beforc restricted to post- 
gradunto students taking technical or scientific comes. It was also found possible 
to give a more liberal allownnce for travel for personal rmsons but the limit of 276 
per annm had to  he maintained for certain countries, the supply of whosc c~urencies 
was diacnlt to obtain. Duriug the courso of the year, the Govcrnment of India 
aha decided to accord the Ramc treatment to emigrants as in the Uuited Ku~gdom, 
and British subjects wishing to emigrate outside the sterling area are now pcrlnit,ted 
to take with thcm an equivalent of £5,000 spread over a period of four years. 

41. Qmal.-Although there were no changes in the Exchange Control system, 
certain evonta occurred during thc ycar which are likely to hnve considerable influence 
on thc system in the future. Tho firat of these wau the Anglo-American Loan Agrcc- 
mont signed in July, 194G. In terms of the Agreemcnt, the United Kingdom under- 
took to negotiate with the holders of the sterling balances for the settlement of these 
balances and to make currently-earned stcrling multilaterally convertible for current 
t rmc t ions ,  within one year of the signature of the Agreement. Consequent on 
thi .  obligation to negotiate settlement of the sterling balances, a delcgntion from 
the United Kingdom visited India in li'ehrucuy for a preliminary discussion. Another 
factor conditioning the background to  foreign exchange relationships is the establish- 
mont of the International Monetary Fund and the International Bank for Rcconstruc- 
tion and Development (vidt! para 14). Consequent on India's membership of the 
Fund and the fixing of par values in accordance with the Articlos of the Fund Agree- 
ment, sterling has ceaeed to he tho sole determinant of the cxternal value of the rupee. 
The convertibility of the rupcc into other currencicq wns therefore provided for by 
the enactment of the Reserve Bank of India (Second Amendment) Act, 1947, which 
was passed by tho Central Legidature in April 1947, shortly after tho periocl covered 
by this Report. The amendment repealed Sections 40 and 41 of the Reserve Bank 
of India Act which had obliged the Bank to buy and sell sterling without limit 
between certain specified rates above and below 1s. 6d. per rupee and replaced them 
by a Section which requires thc Rcserve Bank to buy and sell foreign exchange a t  
R U C ~  rates and on such tcrms and conditiom as thc Contra.1 Government mny deter- 
mine from time to timc in conformity with their obligations as a membcr of the Fund. 
Another important event was the coming into force on 25th March, 1947 of the 
Foreign Exchango Heplation Act, 1947 superseding the Financial Proviaiom of the 
Defence of India Hules under which authority for controlling foreign exchange had 
heen derived, as the extension by the Emergency Provisiom (Continuance) Odi-  
nance, 19.16 of thc operation of these rulcs by six month fintlIIy cspiretl on 31st 
March, 1947. 

42. Pw+n ExcImnge RquIatirm Ad, 1947.-In the main, the Act retains 
the powers granted under thc Financial Provisions of the Defence of India Rules 
with certain mdfications and closely follows the Exchange Control Bill in the 
United Kingdom. Tho effect of the new mcaaure is to continue tho oxistang system 
of Exchange Control under which transactions in foreign exchange are co&ed to 
brtnks authoriwd to deal in foreign currencies by the Rcscrve Badt of India which 
act6 as thc oxchange control authority in its capacity as agents of the Govcrnment 
of India. One important change in the wording of the new Act from the Defence 
of lllctia Rules which it superueclea is in h t i o n  5 rentricting certain payments. This 
Section is similar to the previous Defence of India Rule 92-A except that it prohibits 
tranqnctions with any person resident outside Iudia, while the Defence of India 



Rule only prohibited transactions with persons resident outside the sterling area. 
In the absence, therefom, of a general permission from the Hescrve Rnnk, the effect 
of this Section is to bring to an end the frccclom of transfer between lndis nncl other 
countricls in the sterling area. The Heserve Bank of India issued riotificntionu 
the day the Act came into operation giving general permission for paymellts to or 
for the credit of or on behalf of persolm resident in m t r i c s  comprising the existing 
sterling aren so that the corning into force of the Act did not result in any chnnge 
in the existing Exchangc Control tsystem. 

The Act is an cnabling measure giving midc power6 to Central Governmcnt and 
the Raerve Bank to control transnctions in foreign exchange and securities and t.ho 
import and export of bullion and currcncy notes. The manner and degree of control 
will be determined by the policy of Govenimcnt, which willbe influenced by thebalance 
of paymcnts position of the country and Government's oblib~tione to the International 
Monetary h d .  Tho Finance Member in his speech a t  the second reading of the 
Bill said that it waa the intention of Covemlnent to allow paymenta for current 
transnctions freely hut to restrict transfers of capitltl unless directly connected with 
tho furtherance of t d c ,  and to aim a t  making the nlpee multilaterally convertible 
ae eoon as practicable. In the meantime, in order to maintain India's balance of 
payments in equilibrium, i t  wm necessary to continue import control, and also to take 
advantage of the transitional period allowed by the Fund rules, under which India 
could continue exchange control for a period of threo yarn. 

43. brl&ods of Bxprt  Finance.-Two graphs are given on page G3 showing 
on a percentage basis thc different methods uscd to finance exports to countries 
outside the eterling area, subject to the notification requiring the burrender to an 
authorised dealer in foreign exchango of the export valne of tho goods. 

Graph 1 covers shipments to the Hard Currency countries and graph 2, ship- 
mente to other countries. The tendency noted in the previous year for an increased 
proportion of trade with the United States to be h n c e d  hy sterling bills on London 
continued. This was partly duc to the fact that American importers could acquire 
eterling in the New YorIc market a t  undcr the London Control rates, and also to the 
comparatively lowcr forward buying ratcs for ~terling bills than for U. S. dollar bills 
quoted by ba.nks in India. This wau because thcy coulcl cover their forward sterling 
purchases with the Heservc Bnnk on the basis of t.he rcndy rate of 1s. 6d. whilc cover 
for forward dollar was obtainable only at London Control ratcs. 

In graph 2 the most noticeable feature is thc sharp rise in exports finnnced 
in rupws a t  the beginning of the period followed by a rapid declinc. 'I'his is accounted 
for by fluctuations in thc volume of trade with (%inn which i~ financed nlmost. elltirely 
in rupees. At the beginning of the period, therc were large shipments of 
raw cotton to Qlina but the refusal of t.he Chinese Exchange Control authorities 
after June to allot further foreign exchange to finance imports of Indian cottoll 
rcduccd oxports to China to negligible proportions. 

A third gaph  on the same page shows total exports to the countries covered 
by graph 1 and 2. It will hc noticed that exports rose to a peak in Jnniiary and 
thereafter sustained a sharp fall. This was to a, considerable extent due to the inter- 
ruptions in thc workirlg of the Port of Calcutta owing to labour disputes. 
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. V. PUBLIC FINANCE 
44. General.--The outstanding features and phasw of India's public hance 

arc brought out in the tablc on page 65, which gives the figures for the period 
from 1937-38 to 1947-48 (budget) relating to the Central Governmeut's h u d ~ t a r y  
position (illwtratpd in the diagram on page 66). the war expcnditurc in India 
including the cxpcnditi~rc incurred on hehalf of Allied Governments, the Central 
Government's debt, and the provincinl rcvonues, expenditure and debt. 

It may be useful to begin a review of the public financo for 1946-47 with the 
recapitulation that (a) the aggregate war expenditure in India including recoverabIe 
war expenditure during the period 1939-40 to 1945-46 came to Rs.3,484 crores, 
India's share being Rs.1'744 crores or about 50 per cent and (b) that tho overall 
Governmental outlay (war and civil expenditure) amounted to &.3,996 crores of 
which Rs.1,462 croree or 37 per cent was met out of revenue, the balance being 
reflmted partly in the accumulation of sterling balances and partly in the form of 
an addition to India's public debt which increased between 1938-39 and 1945-46 by 
&.1,077 crores. During the year under review which may be regarded practically 
as the first post-war year, Governmental finances in India, as in other belligerent 
countries, reflect in some respects the effects of the termination of the war. Defence 
expenditure has been reduced appreciably, enabling Glovenuncnt to d o r d  a measure 
of relief to the tax-payer and also to reduce substantially the huge wartime deficits 
on revenue account. Still, the budget for 1947-48, despite the new taxation imposed 
under it, disclosee a deficit of about Rs.30 croree, which ir partly explained by the 
fact that India's revenue in the post-war years has tended to shrink from the war- 
time high levels. The Finance Member a180 indicated in his budget speech for 
1947-48 that the total resources which would be available for the purpose of post- 
war development during the first effective quinquennium may fall substantially 
below the earlier elltimate of &.1,000 crores. Stress is, thcrcforc, laid on the im- 
perative need on tho part of thc Centrc as wcll as t,he provinces to exploit to the full 
thcir tax resources with due re~ard to the part played by private enterprise in the 
scheme of the country's intlustr~ul development. 

A. BUDCETS 
CENTRAL GOVERNMENT : 

45. Accounts, 194546.-The total revenue for 1945-46 which stands a t  
Rs.360.67 crorell itl almtat the =me as the revised estimatc for that year of Rs.360.66 
crorw, n declinc of Rs.13-8'2 crorcs in m i p t s  under Corporation Tax being off-set 
by n rise of H8.8.61 crores under Customa, and of Rs.2-85 crores under Taxes on 
Income other than Corporation Tax. While total revenue is thus practically 
unchanged, total cxpcndituro rcgistcrd rr sharp decrease of Ks.21.04 crores, mainly 
as s result of a reductiou of over Ra.16.19 crores in defence expenditure on revenue 
account fiom Rs.376.42 crores in the revised estimates to Rs.360.23 crores. In 
the result, the actual deficit was reduced by Rs.21.05 crorcs from Rs.144.99 crorcs 
to Rs.123.W crores. 

46. Estimates, 1946-47.-With expenditure a t  Ru.381-48 crores and 
revenue a t  Rs.336.19 crores, the revised estimnte~ for 7946-47, as compared with 
the budget estimates for that ycar, show arise of Rs.26-70 crores under expenditure, 
which was more than off-set by an increase of Ra29.66 crorw under revenue, thus 
reducing the originally eetiruated deficit of Rs.48-25 crores to Rs.45-29 crorcs. 
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On thc receipta side, the main increases are expected i~ndcr Customs and 
Incomc-Tax including Corporation Tax. Customs are catimatc,d to yield Rs.23.02 
crores more, owing rn~inly to a considerahlc incrcnsc in imports on the one I~antl nnd 
the imposition during thc course of the gear of new export duties on ten and cottou, 
and thc cnhancemeut of the duty on jute exports on the other. Total Income-Tax 
collcctioas are estimated to rielti Ru.7.78 crores morc, thc bulk of the increase being 
rmder Tuxes on Tncomc othcr than Corporation Tax. Heductions are expected to 
occur, on the other hand, under a number of itern including Central Excise, a~lcl 
Currency and Mint m well BY the net contribution. hy R a i l w a ~  and Posts and Tele- 
graph. Excise is expected to be lowcr by Hs.1-54 crores, Currency ltntl Mint by 
Rs.0-Sf! crore, RaiIways' contribution by Hs.1-75 crores and Posts and Telegraphs 
by Rs.Y.86 crorcs. 

On the expenditure side, civil expcnditurc incrcrrsed by Rs.32.35 crores, n 
large part of tho riso being accounted for by payments for the subsidking of food- 
grains supplied to province8 and Centrally Adminiatered Areas, cstimatod to cost 
Hs.20 crorev ; interim concernions sanctioned to the low paid staff on account of the 
inmexed coat of living arc estimated to cost Hs.2 crores, while expenditure for the 
Tribal Areas is expected to go up by Ru.1-76 crores. Government have also paid to 
Nepal a lump suIrl of RY.2-60 cmm in recognition of thc scrvices rendered by that 
State in World IVnr I1 ; thc amount is proposcd to be utilised on development projects 
which wolild be of mutual benefit to both India and Nepal. AB against these, defence 
expenditure on revenue account a t  B8.238.11 crorea shows u. reduction of Rs.6-66 
crorcs fiom the budget e~timates. The decreute is mninly duc to tho rcceipte ac- 
cruing to India fiom the sale proceeds of rlmerican surplus stores in terms of the 
lend-lease settlcmcnt with the United States of America (referred to below), partially 
off-set by exbra expenditure on account of the retardation in the rntc of general 
demobiliuation. Defence expenditure on capitnl account is placed a t  Es.2 crores 
as against Rs.1-57 crores in the budget estimates. 

A mention may ha made here of the Agreement arrived at in LVashingtonon 
16th May, 1946, 1)etwecn India nnd thc Unitcd States for the final settlement in 
revpect of Icnd-lcnsc, reciprocal aid and U. 8. owned surpluses in India and of the 
financial claim of each Government against the other arising as a revult of World 
Wm 11. 01 the total lend-lease goo& velued a t  Rs.650 crores reccivcd in India 
from the Unitml St~te,. pnrtly for India's own purpasca a d  partly for purposes of 
Iris Biajesty's Government's war measures, the amount for whichIndia could assume 
liability ww placed a t  Rs.2(K) crores. The value of the reciprocal aid rendered by 
lndia to the United Stntcs in the xhnpc? of ~upplics and scrvim was also estimated 
a t  Rs.200 crorcs. In view of the approximately equal benefits received by the 
Unitcd States and India from this interchange of mutual aid, it was agreed that all 
obligatior~s ariing out of lend-lease and reverse lend-lrme balanced against oach 
other and were, therefore, to bc cnncellcd, exccpt the obligation to return in kind 
to the United Stntcs tho Icnd-Icnse silver received by h d i a  under a separate Agree- 
ment executcrt in 1944. lndia agreed not to charge the United Skitea Government 
for the supplies and service8 made available to that Government from VJ-Day 
(2nd September, 1945) upto 3 1 ~ t  May, 1944, thc not amount due to India on this 
account heing placcd a t  R8.14 crore.3. Under the Agreement, India was to receive 
(a) Icnd-lease civilian articles held by India on VJ-Day, such as machine tool., metals, 
railmay equipment, chcmicnls ctc., (b) Icnd-lcasc articles on order on VJ-Day, (c) 
nilitary hud-lcnsc articles held for the Indian S m e d  Forces as on 1st April, 1946, 



(d) suppliee from the United Kingdom military holdings in India with s civilian use 
in India, such an t ruch and wagons, nnd (e) lend-lease petroleum products in Xn&a 
other than aviation spirit. The disposal of U. S. owned s~~rplusos in India was to bo 
entirely the responsibility of the Government of India, subject to the condition that, 
if the sale proceeds exceeded the equivalent of 50 million dollars, 50 per cent of such 
excess proceeds should be paid to the United States Qovernment in rupees to be 
spent by the latter on acquiring embassy s i b  and buildings and on agreed cultural 
and educational programmes or in meeting the American Govemment'e expenditure 
in India so that no dollar liability would arise in consequence. 

A mention may also be made here of the financial -4greeruent which the Govern- 
meut of India entered into on 4th September, 1946 with the Government of Siam, 
in terms of which the former granted to the latter a credit of Rs.5 crores to be drawn 
upon bctwcen 1st August, 1.940 and 31st July, 1947. The loan was intended to 
assist Siam in the early rehabilitation of her economy by facilitating the purchases 
of g d  and services in India (mainly war surpluses) ; it carries interest at 3 per cent 
per annlim and is rcpayable in annual instalmcnts of Hs.34 lakhs beginning with 
1st Au,mt, 1947. 

47. Budget Estinmtes, 1947-48.-The budget estimates for 1947-48 place 
expenditure a t  Ra.327-88 crorea and revenue a t  Rs.279.42 crores on the brrvis of 
existing taxation. The prospective deficit on thk basis will be Rs.48.46 crores. 
The variations in the important heads of revenue are indicated in thc tablc on 
page 69. 

Receipt6 under Custom which allow for a full year's rcvenuc from thc addi- 
tional duties imposed during 1946-47 aro placed a t  Rs.89 crorea and show an increase 
of over Rs.1-6 crores over the revised estimates. On the other hand, Central Excise 
Duties show a decrease of Rs.l.85 crorex, mainly in respect of certnin ccsscs which 
are fundcd. Recciptx undcr Carporation Tax and Taxes on lncolne other than 
Corporation Tax together are placed at bt.135 crorea as a g a h t  Rs.157 crores in the 
revised estimates. The budget entimatee for the two items include receipki of 
arrears on account of Excess Profits Tax to the extent of Rs.40 croros and on account 
of Central Surcharge to the extent of Rs.7 crores. 

Defence expenditure on revenue account a t  Rs.188-71 croreq is lower than 
in the revised estimates for 1946-47 by Rs.49-40 crores, and works out to 68 per cent 
of total expenditure as against 62 per cent in the revised estimates. The practice 
introduced during the war of providing for certain clawes of defence expenditure 
under n cnpital head will be discontinued and, commencing with thc ymr 1947-48, 
all such expenditure will be provided for in the revenue estimates. The Financial 
Settlement of 1939 providing for the allocation of defence expenditure between the 
Government of India and IIis Majesty's Government was brought to an end on 
31st Mnrch, 1947 and the defence expenditure incurred from that dato by India 
will be charged dire& to her own dcfence estimates as was done before the war ; 
appropriate recoveries, however, mill continue to be effected from IIis IIajesty'n 
Government in respect of the cost of Indian troops employed outside India and any 
other supplies and services rendered to that Government. Civil expenditure a t  
Rs.139.17 crores is abo less than in the revised eetimates by Rs.4.19 crores, and 
includes (i) Ra.17.35 crores as subsidieu on imported foodgrains and (ii) over Rs.13 
crores undcr various heads of expcnditurc on resettlement and development achemes. 



TABLE 16.-IMPORTAN? HEADS OF REVENUE OF THE GOVERNMENT OF INDIA. 

Corporntion Tax . . . . . . . . 
(Exccscl Profits Tux) . . . . . . 
Taxea on Itlcome other than CorporaLion 

Taxt . . . . . . . . . . 
(Exmye Profits Tux) . . .. .. 
Currency erlJ Mint . . . . . . 
(f rofita of the 14cwmo Dank) . . . . 

Poste and Telcgrapha . . . . . . 
Total Tax Rovonuct . . . . . . 
Percentage of Tarm on Income to Total 

Tar Revenue . . . . . . . . 
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In  hiR hudget speech, the Finance Member stated that the proposals he was 
making, whctber involving the abolition of existing taxation or the levy of fiesh 
imposts, were based not merely on financial considerations but the nccd to achieve 
certain social objeetivea the chief of them bcing the reduction as far as pomible of 
the glaring disparities of income between the classes and the mnwes. Proposals to 
afford reIief to the lower income groups include thc abolition with effect from 1st 
April, 1947 of the salt duty, involving a net loss to revenlie of Rs.8.25 crores, and 
the rais'i  of the minimum exemption limit in reyect of Tax on Incomcs from 
Rs.2,000 to Rs.2,500, involving n loss of R8.25 Iakhs. Tn view of the low to revenue 
on account of thcse two measnros, the deficit of Rs.48.46 crores estimated on the 
bssis of exieting tmtntion will be increased to Rs.56-96 crorea (excluding any tlddi- 
tional expenditure that may be incurred in giving effect to thc recommendations of 
the Central Pay Commission). Of this gap, about Re40 crorcs (apart from Rs.4 
crores which will go to tho provinces as their share) was proposed to be met by 
additionnl taxation as &own below. 

Eetimrrtcd yield 
1. A spocinl Income.Tnr of 25 per cont* on husincss profits excecdin~ . . . . . . . . . . . . . . . . . .  RR. I l a b  Rs. 30.00 crorm 
4. A gmduated tax on capital gains exceeding Ks. 5.000f mado in recent yWr8 . . . . . . . . . . . . . .  from the dispoeal of mpital asscts 3.50 .. 
3. A change in t.he scalo of super-tax no as to m h  tho meximnm of 10 )  tumn* 

in the mpne at Rs. 1-2 lakhs for unearned incomo and ut RR. 1-15 lakhe for . . . . . . . . . . . . . . . . . . . .  .. varned income 2.50 
. . . . . . . . . .  4. Doubling of the ratc of Corporation Tax tu 2 nnnna 4-00 ,, 

. . , .  .. 5. An increnae in the oxport dnty on toa frvln 2 anrura yrrr Ib. to 4 rnnas 4-00 

6. A furthcr tightening up of the Dividend Tax imposed laet year . . . .  Bil. 

+ Lsttlr mduced to 10) pcr ccnt. t Latcr raisod to Rs.15,000. 

I n  justification of the proposed tax on businass profits, the Finance Member 
stated that the complete abolition of the Excess Profits Tax in the last year's bud- 
get wna prematurc, while the levy on capital gim was hnsd on tho United States 
model and would affect only incomes which might properly be described ns uun- 
earned increment. It was abo indicated that the evidence available to Govern- 
ment of largc fortun- having been built up during the war through tax evasions, 
justified tho appointment of a Commission to investigate into such accumulations 
and the three Bills relating to these subjects were referred to a Selcct Committco 
of the Legislature. Thc reports of the Committee on the first two B i b  were pre- 
sented to the Central Assembly on 19th M a d .  AR regards the exemption limit 
for the Businoss Profits Tax, the report sug8ested inter dia an abatement of 6 
per cent of the capital a t  charge in the case of non-director-controlled companies 
or one lakh of rupees or whichever ir greater, and n similar 6 pcr cent in thc case of 
director-controlled companies, and also for the raising of the exemption limit in the 
case of Hindu undivided families as well as pnrtneruhip firms. As regards the Capi- 
tal Gains Tax, the Committee recommended for the raising of thc cxernption 
limit from Rs.5,000 to Rs.16,000 and for tho fixation of the rato of tax a t  
one anna in the rupee on thc whole of capital gains upto Rs.50,000, rising by 
one anna by stagcs upto a rate of five annaa in the rupee on the whole 
amount of capital gains whero that amount exceeds Rs.10 lahq. On 26th 
Mnrch, the Pinnnce hlcmber agrccd to makc nome more modificntions, 
and, in thc Business Profits Tax Bill and the Incomc-Tax and thc Rmevs Yrofits 
Tax (Amendment) Bill m finally paseed, furthcr concessions l~esides t,hose recorn- 
mended by the Select Committee were added. Thc more important of these were 



(i) a reduction in the rate of the Bnsinefis Profits Tax from 26 per cent under the 
original proposals to 18-2/3 per cent. This would havc the effect of reclucing the 
revenue from the Bmine,ss Yrofittc Tax from the originally estimated Hs.30 crores to 
Hs.12 crorcs. ( id)  the fixation of a uniform ahntement a t  6 pcr cent of the capital 
a t  charge or Rs.1 Iskh or whichever iEl p t e r  in place of the diiIerent criteria for 
companies as recommended by the *Select Committee, and, for the purpose of corn- 
puting abatement, the inclusion under paid-up capital, of so much of the premia 
realised by a company for the issue of any of its uhares as is retained in the business 
and (iii) the exemption, from the Capital Gaia9 Tax, of gains frorn tho mle of per- 
sonal eflecb. The Taxation on Incomc (Invetltigntion Commission) Bill, was also 
passed by both the Houses with certain arnendmcnts, recrommcnded by the Select 
Conmittcc, the moat important of which is in rcgard to tho initiative for investi- 
gation which, under the amendcxl clause, will rest entirely with the Central Govern- 
ment who will refer to the Commission for investigation and report any priaru fucie 
case of tax evasion. 

Thc table on page 79 gives ;I summary of the distribution of receipts and 
disburscmen~ of the Government of Indin on rapital account. d n  item of special 
inkrest is thc provision made for tho payment of the subscription to the 
International Monetary E'und as wcll a8 for n part payment for the pixrchasc of 
Inditc's quota of ~hare9 in thc Inter~iationnl Bank for Reconstruction and Develop- 
ment, the expenditure on account of thcse being estimated a t  Rs.152.19 crores in 
1946-47 and Rs.6.62 crorcs in 1947-48. The bulk of these pa-ymcnts will be made 
in the form of non-negotiable non-intcrwt-bearing securities ; credit has been t,nkcn 
for these issu~ee bv p r  conlrn dehit for Currcncy Capital Outlay and as 2nd wben 
the securities are cashed by the Fund or Rank, the dehit will be rakcn ~mder Public 
Debt. 

ih regards Government's loan propammc for 1947-48, the amoilnt expcctcd 
to be r a i d  by way of market borrowings is placed a t  Ks. 150 crores ns ngainst 
about Ks. 112 croreq in the rcvi3ed estimates a~irl Rs. 250 crores in the budget esti- 
mntcs for 194.647, The Small Savings hlovement mas to  be pursued more vigoraiisly, 
the net receipt duririg 1947-48 being est.imatct1 a t  Rs. 4.5 a45 crores ngtainat Hs. 35 -38 
crores during the nine ~nontlis cnded December, 1946 and Hs. 62.34 crorrs in 1946-46. 

He,ferring to the financial aspect of pout-war planning, the Finance Member 
stated that the latest estimate showed that the total rwourccs of the Centre (in- 
cluding borrowing) in the first effective quinq~ronnium for purposes of reconstruction 
would fall s~zbstantially below the &.1,000 crores estimated by Government in 
1944-45. Thh, however, hna not meant any delay in executing economic programmee, 
particularly in the provincial sphere where reconstruction schcmes have made good 
progras, subjcct to t,hc contfition that the works prognmme was 80 r ~ t r i c t e d  as to 
avoid competitive increasw in building costs. The Centre has mndc provision in the 
Capital Budget for 1947-48 for payment to provinces of (i) Rs.45 crores by way of 
dcvcloprnent p n t a ,  which are not recoverable hut will be adjusted against whatever 
scheme of Ccntral p a n t  mas to be eventually decided upon and (ii) Hs.32 crores 
(hlcludhg lonne for the Grow More Food (Inmpaip) by way of loans for productive 
schemw. The Finance Member stressed the need firstly for co-opcratioti between 
the Cfintre and the provinces in order to fully csploit their respective tax resourcce 
and secondly for having the development and expansion of productive activity as 
their guiding principle in dcteruliuing pri~rit~ies. +Is regards tho Centre'e own 
development achemee, which include schemes of agricultural development, training 
schcmes for technical staff and financial assistance to various scie~ltiiic, medical and 



TABLE 17.-RECEIPTS AND DISBURSEMENTS OF THE GOVERNMENT OF INDIA UNDER CAPITAL HEADS. 

New h r n s  . . . . . . . . 2J0,OO 

Trcaarry Bills . . . . . . . . 14,00 

Spwk! Floating Loans . . . . . . 

Other Unfunded Dcbt . . . . 3.95 

Itailway Deprccintion and Reqcrva 
Funds.. . . . . . . . . -13 ,2  

Other Reseiro Fonds . . . . . . 66 

Xpproprintion tor Reduction or 
Avoidance of Debt . . . . . . 5,00 

Repayment of Loans by Province3 . . 5,5Y 

Other Items . . . . . . . . -32.07 

DeGci~ on Capital Account . . . . . . 
Grand Total . .. 305,24 

1947-4s 
Budgvt Dirbnrsemcntr 

1. Railways .. .. .. .. 
2. Indwtrinl Developmcnt . . . . 
3. Currency .. .. .. .. 
4, Defenoe Cupitnl Outlay . . . . 
A. Grnnts to Provinces for Derdopment. 

0. Dj.whargc of J'ermanvnt. nobt . . 
7. Othor Loans and Advsnces . . . . 
8, Advances t.n P r ~ v i ~ ~ c i n l  C~rornrnrnts 

9. Other Items . . . . . . . . 

10. Total Rxpeoditure . . . . . . 
11. Surplus on CapiLaI Account. . . . . 

Grand Total . . 

(In lakhs of rupees) 

1947-48 
Budget 

29,M 

7.04 

6.62 

. . 
45,Oo 

64,43 



technological institutionu, a provision of ovcr h. 15 crores has been made in the 
revenue section of the budget (excluding Railways and Pwts and Telegraphs). 
The Centre will also nssumc with effect from let April, 1947 finmcia1 responsibility 
for the construction and maintenance of National Highways, the amount budgeted 
for this being Bs. 64 crores of which &.'ti croros arc providcd for in the Revenue 
budget and the balance in the Capital budget. Aa regards the subsidised housiriy 
scheme provided for in tho last year's budget, the revponse from provinces so far 
was not tidcquatc though in 1947-48 thia is expected to bc botter. In the meantime, 
the Centre has decided upon a special schcme of its own for the housing of coal 
miners, uncler which Government will pay a suhidy upto 20 per cent subject to a 
maximum of Rs. 400 per house, towards the cost of houses to he constructed in selected 
sites in thc Bengal and Bihar Coal fields. 

Other important proposals in the budget include (i) the appointment of a 
Committee to examine possible economics and elimination of wmteful expenditure 
in Government Departments, (ii) tho adoption of legislation with a ~ e w  to con- 
trolling speculation on the etock, commodity and bullion markets, and (iii) the 
nationaliuation of the Reserve Rank of India. 

4.8. Rrailu*ay Budget.-The graph on page 75 show8 thc financinl position 
of railways since 1938-39. The taljle below compares the budget estimates of 
State-owned railn-sys including worked lines for 1947-48 with the budget and revised 
estimates for 1946-47 and the actual8 for 1945-46 and the pre-war year 1938-39. 

( I n  croren of rupwu) 

Accounts  account.^ B~~duet Ruvivcd I)u&ut 
I; b i p t r  .ad Expenditure 

Gross Tmtlic l t~xxipts . . 
Total Working Exptansea - 
(u)  Net Traffic Receipts.. 
(I) Net Miscellaneous 

Rmip tn  . . 
Not Rovunue (a + b )  . . 
Interoat Chargea . . . . 

R a s r P p l l U  .. .. .. 
Contributions to  &nerd 

Reyenuem . . . . 
Cont.ributions to Rniluiry 

H~~.scrrcr Furid . . . . 
Contnbntiona to Rui1~u.v 

Hetterulrut Fund . . 
Total Exper~ditum CIurr~cd 

to Cupitul .. . . 
Tot111 Expcnditum Charg4  

tu hpmcintion Y~lnd . . 
El, Gpit.1 i t  charge at tb 

end of the yau . . . . 7.55-26 7.96-85 8.20.40 8.10.27 8.39.33 

Them nstimsteo includu tho propotmi incrcvurcm in farce and rat-. Govnrnmerit'a 8ub.wqucnt 
deckiion uot to levy surcharge on fama below 8 annm would mean a reduotionin these emtiruatoa 
by Rs. 85 lukhs. (+ Tncluden HA. 9 hkhs on wcouut of loam to brnnch linu compnica 
ant1 a h  nu. 31 hkhs  on account of inveatmenta in branch lino uharcs. I n  1943-43 theac 
nmounl* wero tnmferred to the Railway Rnesrrre Fund Iuvostmcnt Account. t Inclucieq 
RE. 1,OH lakh9 transferrd from Renewal Reacrvo Fund for pnnanent nay and rolling stnri. 
of the Hengal Piagpur, BIadran aud Southorn hfahratts and South Indian Railweya 



The accounts for 1945-46 ahowed a surplua of Rs.38.20 crores as againet 
R8.32.07 crores in the revised estimates for that year. The increase was partly 
due to a small rise of Rs.74 l a b s  in traffic receipta but mainly on account of a re- 
duction of Hs.4.80 cmres in total working expenses mused in largo part by the 
delny in the delivery of wagom expected in 1945-48 resulting in a carrying forward 
.of a part of the anticipated debit fo revenue of the inflationary element in the cost of 
rolling stock. Out of the surplus of lb.38.20 orores, in accordance with the decision 
taken in 1943 to fix the contribution to the General Revenues a t  Rs.32 crorea 
in each of the two years 1944-45 and 1946-46, Xts.32 crores went to the General 
Revenues ; the remaining sum of Hs.6-20 crorev was transferred to the Railway 
Reyerve Fund bringing the balance in that Fund to Rs.38.13 crores. 

The revived estimates for 1946-47 place gross traflir. receipts a t  Rs.206 crores 
which crcced the budget estimater, for that year by Rs.29 croree. This is accounted 
for partly by a slower rate of decline in military traffic than had bcen anticipated ; 
m d  a l ~ o  by am increase in public peseengcr traffic which was unexpected, fol- 
lowing the partial restoration of pre-war services and facilities, slrlounting to a 
total of 1,046 t r ~ i n  senricea covering R daily mileage of over 67,000 rrstored since the 
termination of the war lipto 1st October, 1946. As against this, total working 
espcnsca at Ra.173.98 crorca shorn a rise of Rs.33-30 crores over the budget esti- 
mates. Of this, Rs.l@ crores is accounted for by the receipt during the year of the 
edeliveriee of rolling stock scheduled for tho preceding year, and thc consequent 
debit to revenues of the cost of such deliveries, to the extent of the inflationary 
element in it ; Rs.10 crows by the grant of interim relief and increased dearncss al- 
lowances with retrospective effect fro111 July, 1945 ; Rs.% crorea by the loss on grain 
8hops on mo11nt of ti further rise in food prices and Rs.14 crorcs by the increue in 
fuel bill. The nct resnlt, of all these variations is that the surplus in thc revised 
estimates is placed lower a t  Rs.8-64 croret! aa against H6.12.22 crores in the budgct. 
In accordance with the ad iioc Agreement arrived a t  laat year fixing the Railways' 
contribution for 1946-47 to General Revenues a t  a sum equal to 1 per cent of the 
capital a t  charge on comrncrcial lines levs loss on strategic line3 plus half the balance 
remaining after ~ t t i n g  aaide Hs.3 crorcs for the Betterment Fttnd, General Revenuea 
will receive only Rs.5-61 crores against t.hc budget estimate of Hs.7.36 c:roreu and 
the Betterment Fund will receive Rs.3 crores and the balance of Rs.3f lakhe will be 
transferred to the Hailway Reserve Fund. The Bctterment Fund was inaugurated 
last year with an initial tramfer of Rs.12 crores from the Rnilway Reserve Fund ; 
the Fund is estimated to stand a t  Hs.13.80 crora after the creclits to i t  of Rs.3crores 
from the surplus for 1946-47 and Rs.22 Iakhs from interest and the debit of Rs.l.42 
crores for works chargeable to  it. 

The budgct estimates for 1947-48 place total traffic receipts a t  Hs.183 cram 
(on the basis of the existing level of fares and freights) as against Re.206 crores in 
the revised estimates. The decreaso of Rs.23 crores in receipt8 is duc to sreduction of 
about R~.13.75 croretl of earnings under military traffic sand of Rs.3 crores each under 
parcels tr&c and pnssenger traffic and of h.4+ cromi under other earnings including 
gwds earnings. Total expenw are also placed lower at, Rs.lf2.37 crores as against 
Its.175.98 crores in the revised estimates. This estimate does not take into account 
the posihle effects of the decisions which Government might take on the recorn- 
mendations of the Adjudicator and the Yay Commission appointed early in 1946. 
The Transport Member hinted that the House will have to bc approached a t  a later 
date for supplementary ganta to cover any additional expenditure. The fall of 
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Year-end Balances in 
the Rhsarve Fund 7-1--7 

Am Accounts R =  Revised 
BmBudget 

Rs.21.61 crores in expenditure is due mainly to the fact that the spccial debits t o  
revenue of a part of the cost of  work^ and rolling stocks ordered during the war would 
be virtually completed in 1946-47 and partly to the non-rccuntcnce of (i) hire charges 
on locomotives and wagons owned by the Defknce Dcpartlnent and used by the 
Railways and (ii) arrears of interilrl relief and dearness allowance accounts. The 
surplus after deduction of interest chargcs is placed a t  Rs.7 crores as against euti- 
mated totnl reqnirements of Ru.179 crores to provide for thc contribution8 to General 
Revenues, the Betterment Fllnd and the Railway Reserve Fund. A Committee 
ia proposed to be sct up to review thc whole question of Railway Scparstion Con- 
vention. Pending final decision by the Committee, it has been decided that tha 
contribution to General Revenues should be Rs.74 crores in view on the ono hand 
of thc heavy commitments of the Government of Lndia in respect of Iargc develop- 
ment scherrles and on the other of shrinking revenues and public borrowings. A 
m i n h u ~ n  contribution of R8.5 cram to the Betterment Fund is considered wential 
in view of the estimated incream in expenditure in futnrc years to defray the cost 
of amcnities for pnsscngcrs and works connected with staff welfare. As regards 
the Railway Rescwc, an annual ~ddition of Hs.5 crorev is required in order to build 
that Fund within the next few years to a figure which can be regarded im adequate 
for a commercial concern having a capital a t  charge of over Rs.800 crorcs. To 
cover the gap of about Rs.1OQ crorcs (i.e. the ciitlerence hetwcen the estimated 



surplus of about Rs.7 crores on the basis of existing rates and fares, and the total re- 
quirements by way of contributions to General Revenues, Railwny Reserve Fund and 
Betterment Fund), the Transport Member p r o p s 4  an increase, with effect from 1st 
March, 1947, of one anna* in the nipee on the existing passenger fares estimatxd 
to yield nn additional Rs.4-2 crores and also an increase from 1st April, 1947 on goods 
rate estimat.ed to bring in an additional J3s.Q crores by adjustments in certain 
special and station-to-station rates which had in the past heen fised unduly low for 
reasons which are no longcr operative. Taking into account the increased receipts 
expected from the increases in fares and £wight mtes, the balances in thc Better- 
ment Pund, Dcprcci~tion Fund and Rnilway Eescrve Fund a t  thc end of 1947-48 
arc estimated a t  Hs.14.56 crores, Hs.lO1.92 crores and Rs.26-45 crorca respectively. 

A feature of the works programme for the budget year is the provisio~i of a 
BOSS totn.1 of Rs.58.42 crorcs, the largest on record, which provides inter alia for 
the commencement of constn~ction of the Kanchmpnra Locomotive Manufacture 
Plant, o large number of staff quarks ,  the remodelling of a large number of stnations 
and substantial ixicreaacs in lower class coaching stock. Of thii sum, Rs.33-48 
crores will bc under Capital, H~.[i,!jo crores under Betterment Fund and Rs.19.47 
crores under Depreciation Fund. 

AR r e g a d  retrenchment, Government have appointed a High Power Com- 
mittee callcd the Intlian Railways Enquiry Committee 1947, which has been charged 
infer aliu with suggesting (i) practical methods of ab~orbing surplus staff on the 
Itailwrrys and (ii) cc,onomies in all brnnchetl of the Railway Administration. The 
necd for a reviion of tho railways' goods rating structure has also engaged the atten- 
tion of Government who bavc set up a Standing Committee of Railway Rrtting Ex- 
perts for evolving a ~imple uniform rating systcm on a rational hasis, which wouId 
be equitable to tho public as well as to the Rrtilwnys. 
YROV I NCIAL GOVERNMENTS : 

49. Prcnincial Budyrd.v.-l'hc diogram on pngc 77 depicts t.he main fcatures 
of provincial finances sincc, 1'338-39. St.atement XIV sho\ve in some detail the 
revenue rcceipt~ and revenue cxyenciiture of cn.ch province doring the yenrrs 194546, 
1946-47 and 1947-48 and the prc-war year 1938-39. The following table s~~mmarises 
the combiner1 rcsults for all provinces since 1939-40. 

(Iu litktis of rupoer) 
A C ( ! D U N T Y  ---. ..---- Revised nodget 

i931~- 111.10- 1941- i w -  1043- 1944- 1 ~ ; i -  I WB- 1M7- 
10 41 42 43 44 45 46 17 45 

Total Delicii.~ . . 41 91 59 33 3,5R 473  25 13,s'  10.14 

Nct Surplosra (+) 
or Delicit.~ (-) +l.til -1 2.343 +3,1)3 +6,13 -fU,4% -t.S.90 +11,13 --ll ,% -7,07 

A feature of provincial finances as shown by thcsc figures is tphe successive 
rise in revenue as well as expenditure during each ofthe years following tho outbreak 
of the war. The incrwc in revenue may be attributed to the effccts of a number 

* Uuring thc d e h t e  on tho bndgct, t h o  Trcm~port M w b n r  t r g r d ' h  exempt, from the iucraneed 
mten. fnms h:luw ekht  annns includir~ ~bosc! of wauuu licketa botwmn pnint,s whom e single 
journS@y fan, is ciighitl~mno. This conkrsion i s  e x p t d  to cost 1:s. 86 l ikhs. 
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of new factors hcluriiog the rise in  cultural prices, increasing utilisation of 
provincial resourcen like forests, additional or new taxation resorted to by most of 
the provinces and lastly tho substantial rise from year to year in the provincial share 
in the Centre's Llivisible Pool of Income-Tax. On the other hand, there has been 
a niore or less corresponding increase under expenditure also, which reflects, amorlg 
other things, the additional financial burden entailed in respect of police and civil 
defence mcasurc.s, dcarness and other allowances, outlays on food supply and distri- 
bution schemes, allocation of funds by some provinces towards effectiug substantial 
reductions in their debts to the Centre, enhanced expenditure on nation-building 
activities and tho earmarking of funds by most of the provinces for post-war re- 
habilitation. A second feature is the surplu. in revenue. revealed by the total 6gure 
for all the proviucev during each of the war years. This is in striking contrast to 
the large deficita in the Central Government's budgets resulting mainly fwnl the 
h c n v  defence expenditure, there being nothing corresponding to it in the pro- 
vincin.1 sphere. A point of intcrcst in regnrd to the picture thus prescntcd by 
provhces ae a whole k that the final accounts for each of the war years without 
exception have shown a surplus, while the budget estimates as well as the revired 
estilnatcs had in almost all cwcs anticipated deficits. It may also be notcd that 
11lo8t of the provinces have shown surpluses during thc mar yemu, a notable exception 
being Dengal, which has had heavy deficits psrticulasly in 1943-44 and 1944-46. 

As against an anticipatect dcficit of Rs.4.56 crores in the revised cstimatcs, 
the actuals for 1945-46 showed a surplus of Jh.ll.19 crores, which is the highest 
on record. This resulted fro111 a large increase amounting to Rs.20-14 crores in 
revonue which wau partially off-set by a comparatively small risc of Rs.4-39 crorM 
in expenditure. 

According to the revised estimate8 for 104647, as compared with the origiual 
estimates, total rcvonue a t  Ets.243.07 crores showed tm increase of Hs.17-06 crores 
while total expenditure a t  Rs.2M.65 crorea is cxpected to show a comparatively 
large rive of Rs.18.69 crores. In the reuult, the estimated dcficit goe~ up by Rs.1-63 
crorcq from Rs.9.95 crores to Rs.ll.58 croreu. The large rise in cxpnditure is 
mainly duo to increased outlays on account of Security Services including the cost 
of administration, and also on account of certain urgent development schenlcs 
initiated by some of the provincee during the year. 

The budgct cstimate.9 for 1947-48 plnce total revenue a t  Hs.2GO-02 crores 
and totaI expe~iditure a t  Rs.267.09 crores, thc prospective deficit being Hs.7.07 
crores. Four provinces, P ~ z . ,  13enga1, hstrrn, the United Provinces and Orissa are 
expcctcd to show deficits amounting to a total of Rs.10-14 crores (l3engaI alone 
accounting for Ry.G.30 crores), which is partially off-set by the surpluses shown by 
six province.3, ziz., the Punjab, the Central Provinces and Berar, Bihar, Bombay, 
Sind and tho North-Wcst Frontier Province, the total of surpluses being 
12s.3.07 crora of which about 89 pcr cent is accounted for by the Punjab and 
the Central Provinces and Berar. The Madra~ Government have managed 
to balance their budget by transferring to revenuo a sum of Rs.l.49 crorea from 
their Revenue Reserve Fund. Total revenue for all provinces, aa compared with 
the revised cstimatcs for 1946-47, shows R hrge increase of Hs.16.95 crores from 
Rs.243-07 crores to Ra.260-02 crores which is duo partly to the rise in receipts 
under the provino~d share of Incorne-Tax from Hs.29.87 croree to RY.36-16" crores 

.- 
This figure will be Ha. 41 -60 cram if the effccts of now taxation proyosnla are includd. 



and partly due to the incIusion, under revenue, of the grants made by the Central 
Governrnont to  provincev for purposes of post-war davelopment. This rise in revenue 
is significant in view of the initiation by eome provinces of the policy of prohibition 
in selected dietricta estimated to m u l t  in a loss to revenue of over R9.9 crores, of 
which Rs.8.41 crores will be accountad for by Madras, R.s.60 lakhs by the United 
Provinces nnd Rs.37 lakhs by the Central Provinces and Berar. The contemplated 
extellsion of prohibition in some of the provinces is expected to result in a much 
larger reduction in revenue under Excise, the loss for Madras alone being estimated 
a t  over Rs.10 crorev in a full year. Madraa, in addition, proposes to abolish the 
tax on betting a t  raco coursm at  a loss to revenue of about Rs.18 Inkhs. As regards 
total expenditure. a rise of H.s.12.44 crores from Rd254.66 crores in the revised 
estinlntea for 1946-47 to Rs.2G7.09 crorea is expected, which is partly on account 
of the increased outlay on nation-building activities. Developmental progrnmmes 
conform to more or less the same pattern in most of the provinces although thcrc 
are uaterial differences in emphasis and priority of objoctivea. Thus, in the Central 
Provinces and Berar stress is laid on industrialisation while in Bombay the emphasis 
is on rurnl reconstruction. Education, however, seems to have received top priority 
in most provinces ; Bombay propma to spend hs.5.70 crom as againat H.9.3-75 
cmres in the revised estimates for 1946-47. A not altogether satisfactory feature 
is the high level of expenditure which provinces as a whole show in respect of Cmurity 
Services incl~iding Isw and order, total expendituro on which is placed a t  Hs.65.37 
more8 in 1947-48. Some 04 the provinces seem to have realized the need for effecting 
econornj* ; Bombay and Madras havc. already created ad hoc committees to go into 
the question of retrenchment; the United Provinces hava also decided to 
follow euit. 

Aa regards taxation, a majority of the provinces propose either to enhance 
the existing rntes or to tap new sources. Thus, increases are proposed in ( 2 )  the 
entertainments tax by the United Provinces, the Central Provinces and Berar, and 
Madras ; (2) the tax on sales of motor spirit by the Central Provinces and Berar. 
Madras, Rengal, the North-West Frontier Province and Sind and (3) the land revenue 
assewmcnt by the United Provinces. Proposed new measures of taxation include 
(I) a sa.les tax by the Ccntrnl Provinces and Bernr, Assam, Sind and Orissa., (2) an 
agricultural income-tnx by Rladma nnd Oriua, (3) a tax on profe~sions trud employ- 
ment by Assarn and (4) an entertainments tax as well as a tax on snlc of motor spirit 
by Orissa. Provirlcev which have not resorted to additional or new taxation include 
Bombay, tho Punjnb and Rihar which have all hudgcted for a surplurr, and aL9n 
Bengal which has budgeted for n large deficit. Two provincoa, wit., the United 
Provillces and Madras propose to enter the ope11 market for borrowing. The loan 
of Rs. !2$ crorc9 to  he floated by the United Provinces is intended to meet a part of 
post-war developmental expenditure, while the loan to be issued by Madras is for 
financing capital outlay and new loans nnd advances to municipnl bodies, etc. 

Other important 4enture.s in the sphere of provincial finance are (1) the proposa! 
by Bladras to nationalise certain bnaic industries like cement and soda ash, (2) the 
proposal by BIadrae and Bombay to nationalise the motor bus transport services 
and (3) the proposal by Madras to start an  Industrial Finance Corporation. 

. Subventions and Paynet& from the Centre.-The table on pagc 80 shows the 
subventions and other paymenta made by the Central Government to provinces 
since 1937-38 in t e r m  of the Government of India (Distribution of Revenues) Order 



of 1936 as amended in Febniary, 1940 and subsequently; the table aho includes the 
special grants made by the Centre. 

(In croms of r u p )  

Income-Tux Jute duty Subventjo~ln Other trgrnnts- Totd 
in-aid 

lU47-48 (Budget) . . 35- 16' 3-40 1 -70 . . . . 40.26 

TLiu figure will be Ka. -11 .GG cmron if Lho rdi~ctn of new taxation proposale uro inoludtd. 

The Government of India (Distribution of Revemies) O d e r  of 1936 hnd 
fixed the provincial share from out of the Divisible Pool of Income-Tax a t  GO por 
cent ; the Order had also laid down that the Cent.ral Government in addition to its 
own share shall retain during the first five-year period beginning with 1937-38 either 
the whole of thc province's share or such part of i t  aa will, together with the Hail- 
wayr' contribution to General Revennes, bring the Central Govenmcnt's share to 
Rs.13 crores. T b  Oder  was subncqucntlp nlncnded in February, 1940 cnnhliag the 
Centre to retain from tho provincial moiety for cach of the three years, 1939-40, 
1940-41 and 1941-42, a sum of Rs.4-SO crores. Tho same nrmngement was con- 
tinued for 1942-43, 1943-44 and 1944-45 under amendments mndc to the Order in 
Apd, 1943 end the succeeding two yenra. Rut for the above-mentioned amencl~uents 
the first five-year pcriod during which the Centre could rctoin a part of the provincial 
share ~~rescnbcd by the Order of 1936 should have ended with 1941-42 and the second 
five-year period during which thc Centre shoulcl hnve re-aasignecl to the provinces 
the amount retained by the former fronl the lattcr's share should have co~nmcnred 
with 1942-43. As a result of the amendments, however, the second five-year period 
commenced with 1046-47 for which year the rtnlount to be retained by the Centre 
from the provincial sham wns w d u c d  from Rs.4-50 croree in 1945-46 to Rs.3-75 
crorcs. The sum to bc rcixined by tho Centre during 1947-48 has been placcd lower 
a t  Rs.3 crores. S t~tement  XI11 gives particulars of thc payments in respect of 
each province. 

ih indicated in the table on page 81, the provincial share. in the revised estimates 
for 1946-47 ia placed a t  Rs.29-87 crorw after adjusting an overpayment of Ru.l.28 
crorw in 1945-46, This is lower than in the budget estimates by R9.2-52 crow,  



mainly M a result of a decrease in the Divisible Pool from Rs.72.27 crores to Tts.69.81 
crorea. The budget for 1947-48 estimates the provincial ~ h w e  a t  Hs.35-16 crores,* 
the total Divisible Pool having been plnced higher at Hs.76-33 crores. 

TABLE m.-DMSIBLE POOL OF TAXES ON INCOME AND DISTRIBUTION BETWEEN THE 
CENTRE AND THE PROVINCE!% 

(In lakhs of rupees) 

Budget R u v i d  Budgut 
1W6-47 1 W - 4 7  I V47.48 

Total Taxm on Incomc other than CorpraLion Tax, 
excluding Central Surcharge . . . . . . . .  59,81 70.97 &?,SO 

Deduct-Portion sttributablu to tuxes on federal 
nmolnments and to Chicf Comn~isaionets' Yrnvinoes 
and rniscel1an~~)ur receipt8 . . . . . . . .  Gem 6,37 6 3 9  

Share of cost of collection . . . . . . . .  04 79 1.14 

DductAmouut  to bo ratnilled by the Centrnl Qovcnl- 
ment . . . . . . . . . . . . . .  38,68 36,66 41,17 

Amount pnysblc to Provincca . . . . . . . .  3 3 9  31.15 :35,16 

.... J)oduct-Prcvioun y w r ' ~  ovcrpajrne~~ls . . . .  .... -1.38 -- 
Total . . 32,S9 29,87 35.16' 

The share of jute export duty n~signed to the producing yrovincm, qiz., Bengal, 
Bihar, h a m  and Orirrsa itc estimated a t  Rs.2,80 lakhs in the revised estimates for 
194647 and a t  Hs.3,40 lakhs in the budget estimates for 1947-48, ncl compared with 
Rs.1,67 lakhs in the accounts for 1945-46, the increase being mainly on account of 
the euhancamcnt with effect from 23rd October, 1946 of the export duty on raw 
jute and j u t .  goods. 

B. PUBLIC DEBT 

61. Cewa1.-The debt position of the Central md the Provincial Chxreruments 
during thc war nnd post-war years is rcvealed iu the table on page 65 nnd the 
diagrams on pages 66 and $7. With a further reduction in wartime expcndi- 
ture and increased efforts townrd.~ minimising the gap between Government 
rcvcnuc and expenditure, there wm a compnrlttively smaller addition to the rupee 
debt of the Central Government during the yem than during the previous ycar ; the 
increase in the debt amounted to Rs.203 crores against Rs.366 croreR in 1945-46. 
Thc market borrowings of the Government during the year amounted to Rs.112 crores 
which, however, fell far short of the figure for long-term borrowing of Rs.260 crores 
envisaged in the budget for 1946-47 ; the pre-oocupatiuu of the Government with 
the conversion operations of the 34 per cent non-terminable loans, the prevalence 
of disturbed couditions over a widc part of thc country particulnrly towards 
the latcr part of the year, and the emergence of strinpnt conditions in the 
money market cnuscd by vnriecl demands for funds ari~ing out of the nccd for 
financing imports, disposals, etc., mainly accounted for this short-fall. An important 
featuro of the current year's addition to the debt related to the creation and k u e  
of special floating loans, in the sbape of non-negotiable, non-interest-bearing securities 

- - 

Thin figum will bu Its. 41-86 croree if the effocte of new taxation proposals are included. 
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for Rs.139.25 crorea for the payment of the subscription to the International 
Monetary Fund and for a part payment for the purchase of India's quota of shares 
in the International Bank for Reconstruction and Development. A borrowing 
programme of Hs.150 croree of Iong-t8cmi loans is anticipated for the year 1947-48. 
The reduction in the sterling debt during the year was xmall, the amount out- 
standing a t  the end of the year declining from Rs.63-70 crores a t  the end of March, 
1946 to Rs.59-06 crorea. Partly as a result of the conversion operations in respect of 
the 34 per cent Hupee Paper and partly also aa a result of a slight incrensc in thc out- 
standinga of the other obligations of the Central Government (which include for the 
year the special floating loans), coupled with the satisfactory cash and investment 
position of the Central Government, the coulpoaition of the public debt underwent 
further changes. The proportions of the outstandings of uxidated and dated lonns and 
trcnsury bill8 to total rupcc debt declilled reepectivejy from 14.7 pc,r cent, 62.4 per 
cent and 4 .:3 per cent a t  the end of 1945-46 to 11 -9 pcr cent, 59.3 per cent and 3 -6 
per cent a t  thc end of 1946-47. Thc proportion of postaI cavings and other obliga- 
tions, however, showecl a risc from 18.6 per cent to 25 e l  per ceut ovcr the snmc pcriod. 

As against an anticipated total riae of about Ru.6 crows in the r c v i d  estimates 
the provincial daht position at  the end of 1946-46 (accounb) reflected a further 
decline in thc ouL9hn&p, partly resulting from the reduction in the outstunding 
floating de.bt a.nd loam from thc Central Government. The total incrrnsc in the 
debt during 1946-47 amounted to about Rn.9 crorw from Hs.lG2-97 crorca t o  
Hs.172.43 crores (%.id& Statemeut XV), which rcprcscntcd n very small addition 
in the context of the neerl for large provincinl borrowings to iniple~ne~lt the several 
blue-prinh for post-war development schemes prepared by the provinces. Madras 
and the United Provinces wcrc the only Provincial Goverx~rnent.~ which rcqortcd t o  
long-term borrowir~g (luring the year. 

(a) COVGRNMEKT BALANCER AND SFTOICT-TERM BORROWING 

B'!. Bah?~es.-9taternent XVI shows the respective baJances of the Central 
and Provincial Governments with the Reserve Bank rre well as a t  Government 
Treasuries a t  the end of cach month durirlg lC346-47. The year under report witnessed 
a marked improverne~~t over 1945-46 in the average lavcl of month-end balances 
maintained by the Central Government with the Ba~lji. The progressive riae in the 
montheud baIances of the Central Government which had continued from March, 
1944 to end of April, 1946 received a set-hack in bliiy, 1946 Iiftcr which the balances 
fluctuated within narrow limita, reflecting mainly the effects of Government's bor- 
rowing and repayments programme. From the peak level of Rs.558-06 crores 
reached a t  the end of April, the balances declined to Rs.462.24 crorcs a t  thc end of 
June and uftet a slight, rise to Rs.TWO.04 crorcs a t  thc cnd of August again fell to 
Rs.422.85 mores by the end of illarch, 1947 representing the lowest level for the year. 
During the first half of the ycnr tho balances were on a higher level than during the 
corresponding period of the previous year, while from November onwads they 
mere a t  a lower love1 every nionth ay compared with the corresponding pcriod of the 
previous ycar, the revpective halanccs for November and March for the two yeare 
1946-47 and 1045-46 being K.s.457 a07 crores and Rs.422 a 8 5  crores and Rs. 468 -13 
crores and Rs.527.20 crores. The average of the month-end hnlancca during the 
year at  Ra.4G9 -01 crorerJ was highcr than the average for 1945-46 a t  Rs.402 -14 



crores. The highest, lowest and avemgc month-end balances of the Central Govern- 
ment with the Bank for each of the years 1939-40 to 1946-47 together with the 
year-end balances are shown in the table below. 

(111 crorca uf rupcx-8) 
Year Higkust Lowest .4vaugu Tmr-cnd 

193IUO .. .. .. 15.68 5.03 8.29 10.60 
(March) (July) 

1W-41 .. .. .. 23.08 3.97 10.19 13-57 
( Febntary) (BY~L]) 

1941-42 .. .. .. 68.68 5.49 15-77 15.15 
(Februury) (June) 

1942-43 ... .. .. 25-88 1-57 12-10 17.41 
(Februery ) (Aa~ufi t )  

1943-44 .. .. .. 83.49 8 -  39 30.25 F(3-49 
(March) (June) 

1 W B  .. .. .. 270.54 56.47 173. (i9 268.79 
(January) 

1945-46 .. .. .. 527.20 966.61 412.14 627.90 
(&Y) 

(March) 
1946-47 .. .. .. 538.06 4L'2.&5 4469~01 422.H5 

(.April) (3krch) 

53. Tr~&su~ry Bills.-Details of transactions in Central Government treasnry 
hills since 1918-19 Itre given in StRkrrlerlt XVIT. Y~rticuIars of weekly and monthly 
tranmctiom in thcac bills during 1946-47 are given respectively in Statements YT'III 
artd XIX. Total outstanding of t,rcasury bills further declinecl to R8.77-55) crores 
a t  the end of the year from R8.83.33 crores a t  the end of 1945-46. Total outstandings 
with thc public were also at n lower level throughoat the year us ccomparcd with 
last year, the lowest lcvcl for the year a t  Rs.3-30 crores having been rc~ched in the 
last week of Junc ; they declined by Hs.18.10 crores from Rs.31 .46 crores a t  the 
end of 1945-4G to Hs.l:l,:IC, tanrcs at, the end of 1946-47. The average n ~ t c  of 
acwptctl tenders worked nut to Re.0-6-9 for the year as against Re.O-6-4 for the 
previous year. Owing to the sl~qpension of the balu of treasury bills fro111 26th 
March, 1946 npto the last week of June, the total amount offered for tender was 
only Rs.80 crorev as ag~iinst HR.160 crores during 1945-46. AN against this offer, 
the amount tendered by the public :tmountcd to Hs.104.97 cmxes as compared with 
Ks. 204-78 crores, (luring 1945-46. the percentage of applications to amount offered 
being higher nt 131 as agiairfit 128 in 1945-46. The weekly offer of Rs.3 crorea 
with which thc year cornmenccd was n~aint~ained throaghout the year except for the 
first three weeks of July when it was raised to k . 4  mores. The amount of maturing 
treasury bills offerctl in lieu of cash undcr the option given in 1942-43 to bubhcribers 
agk~ega td  only Hs.5.22 crorcs ns colnpsred with Ra.26.59 crores in 1945-46, 
Rs.20.80 crores in 1944-45 am1 Hs.16-50 crores in 1943-44. 

Thc amount of Central Government trertmry bills sold during tha year in 
favour of the Issue Department of the Reservc Bank of India was Rs.220-30 crores 
as against Rs.161 ,539 crores in the preceding year. The require~ncntsof the Provincial 
Goverrirnents in regard to the investnlcnt of their liurpl~ls funds in the Central Govern- 
ment tremiiry bills continued to be met from the holdings of the Issue Department, 
the amount thus sold being replaced by pnrchascs from the Central Government 
on tap. AII the provinces except Assnm and Bengal invested in Central Government 
treasury bills, thc total of their invtxtments increasing from lts.105.89 crores during 
1945-46 to Rs.176.53 crores during 1946-47 of which Bombay accounted for Rs.79-30 
c r o m  or 45 per cent., Sind Hs.23.99 crores, Madrae Rs.33.90 crorcs, Bihar H.s.19.49 
crores, the Central Provincetl and Berar Ks.11 .Of, crores, the ljnited Provinces 



R3.11-00 crores and Orissa, the Punjah and the North-Wwt Frontier Province a 
tot,al of Rs.7.80 crores. Total bilk held by the provinces a t  the end of the year 
amounted to Rs.49 -83 cnweu au against Ks.36.80 crorev at  the cnd of 1945-46. 

Comparatively eavy money conditions contiuued to prevail in the short-term 
money markot d~iring the early part of tho year ; towards the latcr part, however, there 
was a tendency for the rates to harden owing partly ta the increaacd demand for 
fiuancing the rising level of imports nnd disposals of surplua storm and the unwilling- 
ness of the lenders to part with funds a t  the current ratcs. f i r i n g  June, July, 
October, the last three weeks of January and the first week of March, the amount 
tenclered for treavriry Lilla was largely in exceas of offers. tho total amount tendered 
during July bcing Rs.38-$1 crores as nqninst the total offer of Rs.14 crores. During 
the r a t  of the year, tendem always fell fihort of offers, and tho Rnnk had to reject 
tendera which were rcgnrdd trtl unduly low. rLs agaillrt the total tender during 
1946-47 of Re.104-97 crorcs, total ealev amountcd to Rs.61.27 crorca, as com- 
pared with R8.204-78 cmres and Rs.117-91 crores rcspcctively during 1948-46, the 
ratio of sales to tenders declining to 49 per cent from 58 per cent in t.he prcvious 
y car. 

The weckly nverage rate of acccpted tenders was kept aro\md Re.0-7-0 a lmo~t  
throughout the year. From Re.0-6-0 during the l a ~ t  week of Junc the. rate rnovcd 
up to Re.0-7-0 in the last wcek of July, around which level i t  continucd for the 
revt of thc year except during the second and thlrd wecks of November, when it 
was !owercd to Re.0-6-0 and Red-G-8 rcqpectively. 

54. 1'iel.d ma* Treasury BiU8.-Statement XIX shows the average yield 
per cent per n n n m  on Central Goverunlent treasury bill8 sold ta the public during 
each month of 194546 and 1946-47. The total realisations in rapect of treasury 
billn during the year nmourlteri to H.9.51.22 crorev ae against tho aggregate snlcs 
of tho face value of Hs.51.27 crores, the corresponding figures for tho previous 
year being Rs.117-7!) crores and Rs.117.91 crores. As against 0.40 per cent for 
1943-46, the averagc monthly yield for 1946-47 slightly improvecl to 0.42 per ccnt. 
The yicld which was 0-38 pcr cent in June rose to 0.44 per cent in August and 
fluctuntccl nrouucl that level for the rest of the year. 

65. Ways and filmnu Advances.-In view of abundant bnlallces with the 
Reserve Bank of Indin, the Central Governrncnt felt no need to approach the Bnnlr 
for accommodation this yenr abo, the last year in which rpcourae was had to acc,on:- 
modation from the Bank to tho tuno of Rs. 31 crores being 1943-44. 

56. Bulances a?td Ways and bleana Advances.--During the pcnr, the aggregate 
month-end hala~lces of tho Provincial G o v e m e n b  with the Reserve Bnnk were a t  
a higher lcvcl than during the corrcspnding months of thc previou year except 
in May, Jime and September, 1946, and Fehnlllry and March, 1947 (vide Statement 
XI-1). The avemgc of the month-end baIanccs for the year workcd out to Re.20-GI 
crores as against Hs.19.36 crort.3 during 1945-4G, Ks.17.52 crores during 1944-45 and 
R3.12.86 crows during 1943-44. The year-end balances of the provinces for the 
year agregntcd Rs.:iO-80 crores of which Bengal, the United Provinces and JIadrns 
accounted for He.18.32 crores or 59 per cent. The average of the month-em1 bal- 
ances mnintnined a t  treasuries was higher than in 1945-46 by Rs.2 lakhs at Rs.l.79 
crores. 



During the year, Asnam, the Central Provinces and Berar, Rihar, the Punjab 
and Madray had recoursa to ways and meam advances. The total advances to 
provinces were lowcr nt Ks. 2 -27 crores for the year as against Hs. 7 -67 crores nnci 
Rs. 13.01 mores respectively during 1945-46 and 1944-45. h a m ,  Bihiir and the 
Piinjab accounted for Re. 2-10 crora, the respective share of each being Hs. 56 
lakhs, R3.40 la& and Rs. 1,14 Inkhs. There was no outstanding amount a t  the 
end of t.he year against any province. 

67. T r c m r y  Rills.--Statement YXI shows the bale of treasury bilk by Prov- 
incial Governments and the Government of Burma during the year, while Stntemcnt 
XX shows the yearly treasury bill transactions of the provinces ~incc  1938-30 
when they conmlenced borrowing in t.his form. The tot81 mles by tho provinces 
a t  Ru.16.50 crores werc lowcr than in 1945-46 and 1944-48 whon they amounted 
to Rs.35-60 cr0re.q and Hs.53-60 crorev respectively. Assam and Bengal were the 
two provinces which resorted to the short-term market, the amount of treasury 
bills sold by them being Rs.4 crores and Rs.12.50 crores respectively. The out- 
standings a t  the end of tho ymr amounted to Rs.9 crores, ,bsnm accounting for 
Rs. 1 more and Bcngnl Hs.8 crores. The average yield on provincial treauury- bills 
was 0.49 per cent compared with 0.44 per ccnt during 1945-46 and 0-5G per cent 
in 104?1-45. 

For t,ho first time since the cessation of hostilit,ics, the Government of Burma 
resumed the fiorrtation of treasury hills early in September. AH against a total 
offer for t.he year of Rs.5.00 crorcs, the amounts tendered and accepted were Rs.5 - 70 
crores ancl lls.5 .(W) crorcs rcspcct.ivcly. The Burma Governmant nlso sold on t-ap 
during the ycnr hills of the face value of Rs. 5-17 crorcs. Tho average rate of dis- 
count pcr ccnt per annum worked out to Re.0-11-9. l'he treasury bill flontation 
appeared to have been designed to help the creation of a healt,hy money market in 
the country, to providc n chcck to the inflationary pressures and to assist the financing 
of Covcrnmcnt-sponsored ~chernes of rehahilitation. 1'hc otitstandinhw at  tho end 
of the year alnounted to Rs. 1 -14 crores. 

(6) LOX-TERM DEBT ANT) &HEX BORRO~TNC 

68. Government of India I;oaws.-The policy of floating loans a t  progressively 
lower rates of intercst was continued during the year by Govcrument. The new 
loans floatcd by them i~lcIudi~lg the corlvemion isfiuca wore generally wdl reccivctl, 
with the esception of t.he 2'4 per cent Tman 1964, ancl contributed to tho h n e s u  
of the gilt-edged market. Though a borrowing prograIrlnle for Ks.250 crores was 
nnticipnkd in thc budget for 1946-47, the actual re~ults for thc year fell short of thc 
estimated target, owing partly to Government's prcoccupation with the conversion 
operations during months whon now loans are generally floated. Tho new hue3  
created in rcspect of the loans floated during t.he ymr were made available 
for sdc, as usual, on tap by the Reserve I3nnk of India on Gover~unent account, 
through the wual procedure for the sale of rupcc counterpa* und spacial issues 
at pric,ev mcertainttl)le from the Bank. The total subscript.io~~s to the Central 
GovernmenL loans during tho ycar nmounted t.0 Rs. 112 crores as compared with 
R3.316 crorcs in tho preceding year. 

Mention was mndc in thc last year's Heport of the flostatioa by the Central 
Covernmcnt of a medium-dated loan bearing i ~ ~ k r e s t  a t  22 pcr cent and repayable 
at par in 1960. Governtr~ent created on 9th April, a special h u e  of Rs.20 crorea 



of this loan which was made available on tap through thc usual procedure for the 
sale of special is~ues. On 22nd July, Government announccd their decision to 
float a new mcdium-dated loan for approximately Rs.36 crores baring interest a t  
2) per cent and repayable a t  par on 1st August, 1961, tit an issue price of Rs.100 for 
every Ru.100 nominal. The lotrrl which opened for subscription on 1st August, mas 
closed within an hour of its opening, having been by then oversubscribed. This was 
followed by the cm~t ion  on 6th August, of 8 specinl issue of Rs.20 crores of the same 
loan which wns made available for sale on tap on Uovernment account by the 
Reserve Bank of India a t  priw.9 to be asccrtnined from thc Bank. 

In conformity with their policy of cheap money, Government announced on 
8 th  November, the floatation of n, new loan for Rs.36 crorcs henring interest a t  2) 
per cent and repayable a t  par on 16th November, 1'354. Tho issue price of the loan 
was Re.09-8-0 for every Re.100 nominal. Thc list opened for subscription on 15th 
Novemher, and closcd on the same dny, the subscriptions including the a m o ~ ~ n t  
taken up by Government hrtving amounted to Rs.35 cmres. These scrips werc 
slibsequently made ;tvailable for sale on tap with effect from 27th Xovember. 

Crovrrnment also floated two new loans viz., the 3 pcr cent TJoan 1986 or later 
(Conversion Loan of 1946) and the 22 per ccnt T,oan 1976 in t c m s  of their notifi- 
cation dated 24th May, 1946. Subscriptions to these loam were invited by the 
conversion of the 36 pm cent non-terminable loans which were notified for 
redemption i~ntier that notificntion. .4pplication;r for conversion were received 
during the period between 15th August, 1946 and 14th Octobcr. The issue price 
of the former loan wall Rs.100 for every Hs.100 nominal and of the latter way 
h . 9 9  for every Hs.100. The fvrmcr wafi nut repayable earlier than lGth Scptcmhcr, 
1986 but redeemable a t  t.hc option of Govern~uent eithcr on or after that date on 
three calendar mont.hu' noticc while the latter was repayable at par on 16th 
September, 1976. The total amount subscribed to the two loans hg conver.aion 
amounted to Hs.246.84 crores and Hs.14.74 croree respectively. 

The Three-Ycar Interest-Frce Defence Bonds which were f i s t  ksucd in June 
1940 and were on tap till 14th May, 1946, were closccl for further eubscription on 
that date. Of the t o t 1  issno of approximately R5.3.73 crores (including renewals), 
the  total amount repaid upto 31ut March, 2947 amounted to K.s.3.34 croree while 
Rs.68,100 were converted h t o  the 3 per cent Loan 1961-54 in the prcvious years. 

In the following tablc are given thc ratett ttt which the loans issued during the 
year were l u d e  available on tap. 

TABLE 2L-SALES OF SPECIAL lSSUES DURING 194647. 

1)atc of cretrtir~rl -4mount uf a~mrial Thtc of conlmrllibe- Selling price 
Loan of apucial iosuc isauc creukd mcnt d NIIH~ (exclunive 

on tup of acnnlnd 
interest) 

91:; J.oan l!W 9th April, 1946 RK~. 20 crows 9th April. 1946 Kn. 100-8-0 

L'p"' Lorn 1961 5th Au(;uut I LNG Ks. YO crores 5th  A u y r t ,  1 M  R.9, JOO-4.0 

h addition, thc 2) per cent Loan 19M wan also sold on tap from the balancer hcld on Cent.rul 
Covcrnment account at Rs. 99.10.0 pcr ccrlt (exelusive of accrued interest) with effect from 27th 
November, 1946. 



AB compared with the previous year, the ou t s tand i s  with the public and the 
Bank of rupee counterparka of repatriated loam showed a huge decline of Re.142- 14 
crores, resulting mainly from the reduction of Rs.142.15 c r o w  of the 3+ per cent 
Paper (following the redemption of this loan) off-set by a small incrertee of Ra.1 
lakh of the 3 per cent Loan 1954-89. The following table shows the outstandinga 
of the various counterparts as a t  the end of each year since 1940-41. 

TABLE ZL-OUTSTANDINCS OF RUPEE COUNTERPARTS OF REPATRXATED 
STERUNC LOANS. 

(In crom of rupeea) 
1940-41 1941-42 1942.43 1943-44 1961-45 1945-46 lwei-47 

i per cent Pttpw . . 2-88 3-89 3-87 5.28 6 .28 6-37 6-37 
:{A ,, .. 8-38 17-26 56.73 133.78 148.73 142.15 . . 
5 ,, 194y.47 . . 7-45 0.2'3 . . 
44 .. 1950-56 .. 18.72 n.oii s:os 6:74 a-so 6:m 

,. 1968-68 .. 7.27 5.M 6 . M  5.X.5 6-85 15-85 6-85 it , 8 .  6-36 4-72 5.02 5.02 8-02 5.02 6.02 .. 1954-59.. 3.W 12.21 12.32 12.36 12-37 12.37 12.38 it ,, 1949.52 .. 6-24 7.28 7-48 7.48 7.48 7.48 7-4R 
3 ,. 1051-54*.. .. 10.95 16-7B 18-70 16-79 16-70 16.79 
3 ,, lW-65f . , .. 13-05 16.01 16.01 16-01 16.01 18.01 

T d  .. 61-27 83-10 131.24 209.29 224.26 218-54 16-40 

Crentnrl ngainnt convernion of 44 per mnt Locm 1060.66 for RE. 15.16.37.400. 
) C I ' E R ~ ~ ~  ageinat conversion of If por cent Loun 1968.68 for He. 13,Q0,LOJW. 

59. Repayment of hna.-The 3 per cent Six-Year Defence Bonds 1946 and 
the 3 per cent Defence Bonds 1946 issued respectively in June and August 1940 fell 
due for repayment on l e t  August, 1946 in accordance with the notico of redemption 
given by Government on 3rd July, 1946. Of the ou-nding baIances of Rs.6Ii-24 
crores of the two h u e s  on 31st July, 1946, Ra.63.38 crores were repaid upto 31st 
March, 1947, the balance outstanding on that data being Re.1-76 croras. 

In view of the considerable wartime growth in public debt the annual appro- 
printion for reduction or avoidance of debt, of Rs. 3 crores (made from revenue since 
1934-35) wall raiscd to  Rs. 5 crorcs from 1946-47. Bccorclingly a sum of Rs. 5 croree 
has been set apart for debt reduction for the year 1947-48 also. Particulnrs of 
provision for d u c t i o n  of debt for the threc years 1'345-46 to 1947-48, are given below. 

(In lakhs of rupen..) 
194.5-46 1946.47 1947-48 

(Accnunb) (Revised) (Budgut) 
1. Sinking Fund . . . . . . . . 05.04 . . . . 
2. Other Appropriebions . . . . . . 204.96 600.00 500~00 

T d  . . . . . . 300-W 500.00 SW*W 

60. Cmwsion of the 33 per cent N o n - ~ i d b  Loans.-The most significant 
tinancinl event of thc year waa the piloting by Covcrnment of the conversion opera- 
tions in respect of the 34 per ccnt non-terminable loam. Government gave notico 
on 24th May, of their decision to repay on lGth Fkpternber, tho outatanding balances 
of these loans, aggregating Rs.272-90 crores on 31st May, 1946 and to offer facilities 
for their conversion from 15th August to 16th September, which limit waa subse- 
quently extendcd to 14th October. In terms of thin notification, holders wcro 
allowed the option of converting their holdings into either of the two new 
loans, uiz., the 3 per cent Loan 1986 or later (the 3 per cent Conversion 



Loan of 1946) or thc 2: per cent Loan 1976 (uide para 58). In view of this decision 
to redeem the non-terminable lonne, Government by another notification of tho 
aame date withdrew with immediate effect the facilities for the conversion of tho 
3 per cent Loan 1896-97 into the 34 pcr cent non-terminable loan 1900-01 na provided 
for in their notification of 3rd November, 1908. As against the total outqtandings 
of R8.272.90 crores on 31st May, 1946, the total amount tendored for conversion 
into the 3 per cent Loan 1986 or later nnd the 23 per cent Loan 1976 amounted, 
upto 14th October (the last date for conversion) to Rs.246-84 crorea and Rs.14 - 59 
crores respectively. Of the remaining Rs.ll.47 ~ M R  to be repaid in cash, the 
value of murities mtuaUy eurrendercd for repayment npto 31st March, 1947 came 
to Rs.3.Vl crorcs, the balance outstanding on that date being Rs.7.95 crores. Aa 
a rwult of the conversion opcratiom, tho amual saving to the Government of India 
by way of reduction in the intercst charges will be of the order of Rs.1-36 crores. 

61. Cmposition of Totd Rupee and Sterling Debt.--Statement XXII gives 
the outstanding8 of the rupcc and sterling debt of the Govcrnment of India a t  the 
end of each quinquennium from 1913-14 to  19:W-39 and a t  the end of each financial 
year thereafter. The terminable part of tbc funded debt (hclusivc of the lbilwny 
Annuities) is classifid according to tho periocl of maturity. 

The public debt of TncGa (including the unfunded debt and other obligations) 
registered a further incrcnse of Es.198-17 cmrev a t  thc end of hTarch, 1947, 
with the total ouhtmding rising to Rs.2,198-8'2 crores from Rs.3,000.65 crores 
at the end of 1945-46. The sterlir~g debt showed n slight decline from Rs.63-70 
crow*! at the end of 1945-46 to R8.59.06 crores made up of loans amounting to 
Rs.55.44 crores and service funde Ks.3 62 crorcs. 

According to t3he Explnnatory Ncmorandum on the Central Goverment 
budget for 1947-48, thc total interest-bearing obligations of the Crovernmcnt of 
Intlia increued by Ra.1,176 mores from Rs.1,206 crores a t  the end of 1938-39 to 
Hs.2,382 crores at thc exld of 1946-47 (revised). The figurci includc inter a1.k 
liabilities in rcsped of the British war lortn suspended sincc 1931-32, and the 
halaaccs of depreciation and revervc funds of Railways, Posts and Telegraphs and 
Income-Tnx. Aftcr excluding theso liabilities, the total regular interest-bearing 
clcbt would nruount to Es.2,032 crores at, the end of 1946-47 (revised) ns compared 
with &.1,158 crores st the encl of 1338-39 ; according to the budget estimutes it is 
expected to amount to Rrr.2,189 crores a t  the cnd of 1947-48. ugainst the total 
i n k r ~ t - b r ~ r i q o  obligations of Rs.2,382 crores at the entl of 1946-47, the nsset,~ of 
thc Government of India aggregate Rs.1,515 crores comprieing (1) the capital outlay 
on Railways, Rs.808 mores, (2) the capital advanced to other comulercid depart- 
ments of the Central Government, provinces and Statea ctc., Rs. I22 crores, (3) the 
dcht due from Burma, Es. 48 mores, (4) tlie deposits with His Majcsty's Govcru- 
ment for redemption of Railway Annuities, Rs. 23 crorcs, and (5) the cash and rcecuri- 
ties held on treasury account, Rs. 514 crores. 

62. Cunver3$0n of Government Y r o m i s s q  Notes into ~ C h k  Crrr~iJcates and 
S d d i a v  Genera2 &&m AOCO,L~P.-Convereions of Government Promissory Notes 
into Stock Ccrtifieates during 1946-47 amounted to Hs.35-32 crores, compared with 
Rs.42-28 crores during 1945-46 and Rs.44.95 crores in 1944-45, thc totd amount 
converted rrince 1st Mmch, 1942, when the schemc for convemion (without cbnrge) 
of Promissory Notes into Stock Ccrtificatca nntl vice cvrm camc into force, being 
Rs.353-93 crores. Reconvcrsions of Stoclc Certificates into Promissory Note3 during 



1946-47 amounted to Rs.28.15 crores as against Rs.18.99 crores in 1945-46 and 
Rs.18.44 crores in 1944-45, and the aggregate of Rs.96.89 crorcs since 1942. 
Institutional investors continued to avail themselves of the facility allowed by the 
Bank for holding securit,iea in Subsidiary General Ledger Accounts. The distribut.ion 
of the rupee debt according to tho form in which i t  h heId is ahown below. 

PERCERT.ICE TO TOT-AL RUPEE DEBT. 
31i.w. (i.#,., G. I'. 

,"it~t.t*rr & Stock 
Ytnck Ct.rl.iti(..i Lrs held 

As on 31st March G .  P. Kotns Certiliucbbs S.G.L.A/c, iu London) 

The preference of the investors to hold ,securities in Subsidiary Gleneral Ledger 
Accounts ie inilicatetl by the difitribution of a larger percentage of tho rupee debt 
under thh account a t  the end of Xarch, 1947, the percentage of holdings in Govern- 
ment Promissory Notcs and Stock Certilicates slightly declining from 37-70 and 
22-66 rc.c~pcetively on 31st March, 1946 to 35.90 and 22.26 on 31at March, 1947. 

63. R d  Savings.--Statement XXllI shows the transactions in Post Office 
Five-Ymr Cnsh Certificates sillce their inception in 1917-18, Ten-Year Defence Savlll~u 
CcrtificateR firat introtluwd in June, 1940 and Twclvc-Year National Savings Certi- 
ficates issued from 1st October, 1943 to replace the Ten-Year Defence Savings 
Certificates. Statament XXIV gives informntion regd ing  the Post Office Savingr, 
Rank since 1913-14 and the Defence Snvings Bank which started operations from 
1st -4pri1, 1941. Particulnrs of monthly transactions in the various typea of small 
savinp are given in Siktemcnt XXV. The net investment during the year in aU 
these forms of saving was lower a t  Hs. 44.64 croreu, averaging monthly Rs. 3.71 
crores rn agninst Hs. 62.34 crores or an average of R.. 5.20 mores in 1945-4G. 

A noteworthy dcvclopmcnt in the small savings movement during the year 
was the announccmcnt by Ooverument on 17th June, 1946 of thcir decision to close 
the Post Office Defence Savings nnnk Accounts with cffect from ld April, 1947. 
By a notification of the samc date Government stopped the opening of new accounts 
or depositing into cxist.uy: Post Ofice Defence Savings Bank Accounts aftcr 30th 
June, 1946 and depositors were allowed the option of transferring their balallces 
in theso accounts into Savings Hank Accounts. 

By a notifiation datcd 12th Au,ougt, 1946 facilities have been providcd to 
Indian soldiers for the depoait of their post-war gratuity and other payments (made 
to them a t  the time of demobilisation), into thc Indian Soldiers' Privileged Savings 
Bank Accounts, the rntc of interest payable on such accounts being one per cent 
higher than that prevailing ou ordinary Post Office Savings Bank Accounts. The 
opening of Savings Bank Acco~ints for thc deposit of posewar gratuities was stopped 
from 12th August, by a notification of the same date which providcd for the transfer 



of the balances in the existing accounte to the Indian Soldieray Privileged Savings 
Bank Accounts. This facility was, however, extended till 1st October, 1046 by a 
subsequent notification dated 11th September, 1946. The following table gives 
particulars of the various forms of small savings since 1940-41. 

(In lnkhn of rnpees) 

3)sfence Savings Cedilicatea . . 2,fD 4.36 5,.5(1 6,97 0.42 5,02 6.20 

National .Savings Certificntes.. . . , . . . 8.65 28.19 51,30 70,M 

Savings Bank Deponit . . 1 G2,07 5222 64,18 80.22 116,04 140,s 

The yield ( tax-free) on Post Office Five-Year Cash Certificates, the Ten-Year 
Defence Savings C e d i c a m  and the Twelve-Year National Savings Certificates 
remained unchanged reepectively at 24. .per cent, 3& per cent and 34 per cent 
compound intereat. New investmenla In Post 0 5 c e  Cash Certificate8 during 
the year were lower by Rs.1 a69 crores a t  Rs.4.98 crores, while withdrawale a t  
Hs. 4-60 croree were higher than in 1945-46 by Rs.78 lakhs, the amount outstanding 
a t  the end of the year being Rs.39 -23 crores as against Rs.38 -76 croree a t  the cnd of 
1945-46. Repnymcnta in respect of Dcfcnce Saving8 Certificates were higher a t  Hs.73 
lakhs, the outatandings declining to Rs.5 -20 cror-. Total investments in National 
Savings Certificates (including the Hyderabad State National Savings Certificates) 
were lower than during 1945-46 a t  Hs.21-71 mores, while repayrnentu were bigher 
at Ra.2.43 crorea, the ontatandings a t  the end of the yem amounting to 
Rs.70.66 crores against Ra.61-30 crores a t  tho end of 1945-46. The total 
deposits in the Post Office Savings Bank Accounts wero a t  the highest at Hs.89.38 
crores which worked out a t  a monthly aver* of Hs.7.48 crorert compared 
with Rs.6.20 crorea during 1945-46, while withdrawals a t  Rs.64-07 crorea 
were also higher than in 1945-46, the monthly average of withdrawals amount- 
ing to b.6-34 c m r a  as against Rs.3.44 crores in 1946-46. The outstandings 
nt the end of the year amounted to Rs.140.35 crores as against Rs.115.04 
crores a t  the end of 1945-46. Owing to closure of the accounts in Post Ofice 
Defence Savings Bank after 30th June, 1946 the total investmerits in this account 
during the year were only Es.27 lakhs, tho outstandings for thc year rising by only 
H9.22 lakha to Ra.10.72 crorcs. 

64. P-mia2 Limns.--On 27th August, 1946 two Provincial Govcmments, 
viz., Madras and the United Provinces simultaneowly announced the iseue of medium- 
dated loans of the facc value of Rs.4 crorm and Ra.2-SO crores mpectively a t  a 
uniform b e  price of Ks.100-8-0 for every Ks.100 nominal, bearing interest a t  29 
per cent per annum and repayable a t  par on 1st kkptember, 1961. Thc proceeds 
of the M a d m  loan (to which the Provincial Government subscribed Ra.25 l&hs 
from the funde under their control) were to ba utili~ed for capital expenditure on 
industrial development, while those of the United Provincea loan were intcnded to 
mpny a part of the province's consolidated debt due to the Centre, carrying a higher 



rate of interest. The lonns opencd for subscription on 2nd September, and closed 
on the some day, tho United Provinces loan having been oversubscribed, while 
the M a h  loan was fully subscribed after the trnnsfer of options from the United 
Provinces loan and a call on the underwriters for t,hc balance not covered by public 
subscription. The amount of tho United Provinces Enemhered Estates Act 
Bonds imued during the year was Hs.36.46 1al;hs as against Rs.5742 lakha in tho 
preceding year. These bonds have been kmed on tap sinco 1940 in term of Scction 
30 of the United Pmvinca Encumbcrcd Estates Act, 1934 for the relief of encum- 
bered estates in tho province. 

KO Provincial Qovernment loan fcll due for repayment during the year; 
but the 34 per cent United Provinces Encumbered Estates Act Bonds of the 
nominal value of Rs.9.06 Iakhs were discharged during the year, the balance olit- 
standing a t  the end of March, 1947 being Rs.2,84 lakhs. 

65. Rqnzlriation of Sterling Debt.-The transactions in respect of the repatri- 
ation of sterling stocks during the year related, as during the prcccding year, to the 
repayment of stocks not surrendered earlier. Tho table below shows the amounts 
repatriated and cancelled year by year from 1937-38 to 1945-46 and tho particulars 
of the debt cnnccllcd under the various schemes of repatriation during 1946-47. 

TABLE 23.-AMOUNTS OF SERLWC DEBT REPATRIATE3) SINCE 1937-38. 

Year 

Total . . 
1948-47 
1. Firat nnmpulsory schern~ of 8th 

Yebmary. 1941 (including 
m i e l  urmngemuntn) . . 

2. Second compulsory echome of 
21th Deecmber, 1041 (includ- 
ing spwial a~ngornentR) . . 

3. Rdcmption of 34 pnr cent ster- 
ling etmk 1031 or nfber . . 

4. Repatrintinn of Rlrilaay dchn- 
t ~ l m   stock^ .. . . . . 

Face hmhaee Value 
Value 

Rupee 
oounterprta 

( E  million) (f million) (Ru. ororce) created 
(KR. crorea) 

- ~ - - -- - - -- 

Total . . 0.70 0.80 1-06 0.01 

Grand Total . . 323.88 322.01 430.34 273.58 

Of the total amount of f324 million repatriated since '1.937-38 at the PIE- 
chase vah~e of 3322 million (Rs.430 crores) stocb of the vaIue of Rs.156-76 crores 
were cancclld, while rupee counterparte have been issued in respect of the balance 
of Rs.273-58 crores. During the year 1946-47, stray lots of thc faca value of £0.76 
million were repatriated a t  a cost of Re.1 .O6 crorcs, the rupee counterparts created 
being Rs.1 lakh. 



VI. CAPITAL 1MARKETS, MONEY AND BAMUNG 
66. Generd.--During the year, thc capital and monoy markets in Indin 

reflected the featurea of an economy in transition from war to  peace. In  the early 
part of the financial year tho share and &,-edged markets experienced a boom, 
prices of most scrips having recordcd rr sharp and contin~ious rive mtil  thc middle 
of Angust, when tho break came and a slump followed, markcd by a great deal of 
uncertainty and d ~ d e n c c  in the markets, particularly in thc share m k e t .  
The gilt-edged market has, howcvcr, latterly dlown 8 steadier tendency owing 
largely kt the aupport extended by thc Hescrve Bank. !J%c issues of new capital 
during thc year compare f~vournbly with t,hosc in the previous ycam, though thc! 
scope for ncw issues as indicated by the volume of money seeking investment, still 
remained restrictcd. In the money market, uxllike in the two preceding y e w ,  
conditions were gcncrnlly stringent during the greater part of the year, particulnrly 
during the second llalf. Dcwsits continued to risc. thourrh at a reduced rate and thcrc 
was Gth it a tmrendtowar& t.hc restoration oi the no&nnI ratio between time and 
demand deposits. The most outstanding feature in tho bonking tiituation was the 
rcvivd of demlid for bank credit which has rcsulted in advancc~ reaching a rccord 
level of Hs.466.06 crores in February, 1947. Nevertheless, the slump on the st.ock 
exchanges m d  the ~inscttlcd wliticid condit,ions and labour ~roblems in tho countrv 
as 8 whole and in some of t i c  provinces in psrtioular led t o  a short-lived baulri;: 
crisis in Cnlcutta in Novembcr, affecting mainly the non-scheduled banks. 
Timely action taken by the Government of Bengal and the Reserve Bnnk of India, 
however, steadied t'hc situnt.ion and prevcntcd tile crisis from sp&g. 

G7. Gmmrzmcd Securities n f a ~ h l .  -The year 1946-4'7 has bccn eventful for 
the gilt-edgd matkct which saw buth thc ~hnrp rise which developed after the pre- 
sentation of the (kntral Budget in February, 1946, and the recession towards the 
latter part of the year. The ~ont~inlintion of tlie cheap money policy by the Govern- 
ment provided grcnt stirnulur, to the buoyancy of t.he market in the early pnrt of the 
year, while in the latter part owing to a variety of circmtanccs enumerated bclom, 
thc mrkc t  retreated to sucwasivcly lower levels from about the middle of August 
till almost the end of the year. Ncvcrt.helesx, the significant fact remaim that tho 
pattern of yields in thc yem 1946-47 is on an average lower than t.hat in thc previous 
yenr, which is 111 keeping with the trend observed in some of the foreign countries, 
such rrs the United Kingclom and Australia. 

During the pear, the period from April to September constituted the period 
of boom while. Septcmbcr to March was thc pcriod of declinc. The Economic 
Advimr'x index number of thc prices of Government securitiee (1927-28 = 100) rove 
from 119-2 in March, 1946 to 122-8 in August, 1946, but thereafter steadily declined 
to M O U I L ~  117 in February, 1947. The indcx number for the eleven month encling 
Fcbn~nry, 1947 averaged 120.6 as aginst 118.6 for the year 1045-46. Statement 
XXVII give3 the highetrt and lowcst prices of representative rupee r~ccurities since 
1'333-34, while Statement XXVI xliows their higheat, lowcst and averagc prices and 
average yields during cach month u i  the ycnr under review. 

At, thc beginning of the year in April, the gilt-edged market was still under the 
influence of t,hc post-budget boom, but towards the end of thc month quiet act in 
which continued till the Inct meek of May, 1946 when the suspension of sales of the 
23 pcr ccnt h n n  1960 and latcr the nnnouncement of thc redemption of the 34 per 
cent Rupee Papcr oncc ngnin stimulated thc boom contiitions which continued almost 



i~nnbntcd till nhout t.he second week of August. The offer for conversion of the 
33 per cent Rupcc Pspcr into long-dated lonns bertring 3 per cent and 2: per cent 
interest was interpreted by t.hc ~narkct as an indication of Government's resolve 
to pursue the cheap money policy, and the belief wns strcngthenml by the mnounce- 
ment, in the foilrth week of July, of the issue of 23 per ccnt Loan maturing in 1961. 
Also, thcrc was prcsent, nk least during the earlypnrt of the year, aconsidcrable volume 
of money eeeking investment ; and all bhcsc factors brought about 8 large scale 
buying by both imtitutioml and individual inveqtors on account of which gilt-edged 
priccs rcachcd the highest levels, and yieltb touched the lowest bctwccn the 1a.t 
week of Jdy and the scconcl wcck of August. From the middle of August 
a downwud movement of prices set in which continucd almost uninterrupted till 
the (:lose of the year. Tliv movement was due to a variety of facton. In the first 
placc, thc creation of a further issue on 5th A u p t ,  1946 of Rs.20 crows of the 2iper 
ccnt Loan 1961 on tnp in plncc! of an cxpected fresh loan a t  2% or 2 pcr ccnt xeemed 
to cool the bullish fewour ; and thc remarks of thc Governor of the Reserve Bank of 
India on the cheap money policy, at the aunuvl general meeting of the Reserve Bank, 
sqriking n note of cnution regiirdilq further aheiipening of moncy and laying stress 
on the need for consolidating the progcss already nchieved seem to havc further 
cooIed down the enthuaimin of tb spec~lat~ors. The annonncement tow& the 
end of ~ l i i ~ ~ s t ,  of the issiie of 82 per cent Proviucial Loam at  a pricc bclow the market's 
cxpcctation5 provccl to bc an rrclclitional bearish hotor. The outbreak of commuwt 
distaurLances in the various parts oE the countdry from the middle of August led 
to a shake-out of the industrial share market which produccd sympathetic reactiolls 
on the b~lt-edged market where irlso hesitancy and ~ncertaint~y h d  ~t in. In 
Octobcr nncl cnrly November, n stcncly tendency mas noticed but thcreafter a re- 
action sct in oncc again which continucd prnctically till t.he close of February when 
some recovery became noticeable. 

In rctrospcct it appcars that t,he sharp risc which took place in tshc h t  four 
month of the financial year w a  duc largely to the iduencc of blillish factors, such 
as t.he budget ~R)JH)R&IR for 1946-47 (including ns they ditl the abolition of the Excess 
Pmfit.s Tax) and thc aru1ounccmcnt of the offcr of t.hc conversion of 34 per ccnt Paper 
too s lower yield basis. A further Iact.or which was responsible for the rise was thc 
hiatus which occurred in Government's noriml tmrrowing operations following the 
announcement of the conversion of 39 per cent Paper, as until t.hat operation had 
been concliided no l a r g  scNtle borrowing programme could be proceeded with, without 
prejudice to t,hc success of the conversion scheme. Othcr factors, ~ u c h  as tho nccom- 
modation granted by s 1ium11er of 1)anky for speculative purposes and t.he rumom 
of a retluction in the Rank rate werc ~ont~ribntory cnilses. While t,he immediate 
C ~ U W  of thc dwlinc in sccurity prices which took placc about Bhc xniddlc of -iugust 
werc the politiwl &turb;tnc;c.s whic:h occurred about t,hat t,ime, the levels that 
security prices hnd attnined werc t,hc rcsult of a combinattion of inflationary factow, 
and the position tvas cascntially vulnerable. The gencrd lack of confidence engen- 
dered by the political deve1opment.s produced a sit.uation in which investment demand 
m q  lacking and t.here was some withdrawal of fun& from banks which necessitated 
selling of securities by h& to replenish their cnah refiourws with a vicw to me.cting 
any possible contjngcncies. This lack of coficlence being the result oI the uncer- 
tainty cratcd by polit,ical and other causes, its effect on security prices c ~ ~ u l d  mt he 
counteracted entirely hy ac;t,ion confined to  the monetnry fiphare only. The Rc~crvo 
Bank in this situation cnmc to thc support of the market on a substantial scale in 
order to maint J n  sccurit y prices and to  stsbilise the hnlring and h n c i d  structure 



gcncrally at levels which there was reasonable prospect of holding. This support 
had a steadying influence on the market and on the banking system and was a contri- 
butory factor to  thc recovery in security prices which took place towards tho end of 
the h n c i a l  year. 

D- the boom phnse the long-dated loans appeared to bc more popular 
than the short-datcd oncs, while in the declining phase of t.he market the invcst,ors' 
preference seemed to  have h e n  r e v e d .  Mcdiumdnted loam continued to  enjoy 
support throughout the year. Rupee counterparts and provincial loans were rather 
inactive at various intcrvrrls but, in gencrnl followed the trend of t.he other securities. 
The yields at the end of the year 1946-47 were lower than those a t  the end of the 
previous year, the extent of the fall being more marked in thc short-t8em and short- 
medium eecuritiss ; on the other hand, except in the case of the short nnd short- 
medium secnritic.. they were about the same or s shade higher than the yielh 
ruling just before the announcement of the redemption of the 33 per cent Itl~pee: 
Paper. At the close of the year under review, all t.hc loans recorded yielda below 
3 per cent, the range of the long-dated being 22-3 per cent. 

The table below gives the average face value and market value of the rupee 
eccuritties of the Government of Indin for each year of the decade 1937-38 to  1946-47 
and for each month of the year under review. 

TABLE %-FACE VALUE AND hURKET VALUE OF RUPEE SECURfiIES OF THE 
GOVERNMENT OF INDU 

April . . 
Msy . . 
Jruro .. 
July . . 
August . . 
hptembor 
October . , 
Novombnr 
Deaem her 
Jnnun ry . . 
Fcbrunry 
M ~ r c b  . . 

68. Industrial Slurre Murbt.-The behaviour of thc industrial share marlrot 
during the year under review closely resembled that of t,he gilt-dgecl market, each 
react.ing on the other, the dcgrcx! of fluduntion, however, being morc violent 
in the equities market. During the year the post-war boom reached the apcx 



followed by a violent reaction, which very nearIy wiped out the gains in share prices 
recorded since the end of the war. Tho main phase9 of the equitica markct more or 
less coincided with those of the gilt-edged : tho months of -4pril to August constituted 
the upward phase, during which the share prim reached their highest levels for 
tho year and in many caseR for all time, followed by a period of almost continuous 
decline f tom Septcmbcr till practically the end of the ycar, whcn thc rnarkct worked 
under abnormal stress and strain. On many occasions it was closed, and when 
trading was later permitted it was subject to restrictions. 

The boom in equities w-liich developed since the preaentation of the Central 
Government budgat towards the end of February, 1946 continued uninterrupted 
for six months, tho upward awing being acceleratcd with tho announccmcnt of the 
redemption of 34 per cent Rupee Paper. This bull movement was supported by 
three factors, namely, the weight of money seeking investment, the expectation of a 
vigoroue pursuit of the cheap money policy by the Government and the p roep ts  of 
greater profitability of industry and therefor0 of higher dividends. The restricted 
soope for ncw investments induced bidding for shares of existing enterprise,, ; the 
declining rates of interest on Government loam led to  a general lowering of the yield 
bavis on equities also, and so to an appreciation in share values, which was accentuated 
hy prospects of higher dividends, whioh in several cases were realised. Tho bull 
markct was alao fed on rumours of the iesues of bonus shares, which again materialied 
in some crlses. These numcroue indications for capital apprcoiation resulted in 
llectic speculativc b u m ,  part of which presumably was Weed by bank credit. 
Equity p r im  reached record levels in August ; Tata Defemda soared from Rs.2,976 
at the end of March, 1946 to Ra.3,640 in August, Bombay Dyeiqs in the same period 
rising from R~.H,393 to Rs.3,290. Thc Economic Adviser's general index number of 
share pricea successively rose from 249.7 in March, 1944 to 314.9 in August, 1946 ; 
in the same period Capital's combined index of stocks and shres  rose from 309.1 
to 399.2. 

As the peak of the boom was being reaohed, the impression Beems to have 
gathered that it wm to  a ccrtain extent artificial and as a eonsequonce there wne a 
111ild reaction on profit-takiug towards themiddle of August. This wea soon followed 
in September by a violent break in prictw following the outbreak of communal 
disturbances in various parta of the country and the deoline WM accentuated by a 
scrica of other non-monetary factors, such as thc continued political uncertainty, the 
slump in Wdl  Strcct, the postalatrike, the threatenedrailway strike, tho Impcrial Bank 
strike in thc Bengal circle, the l o q  drawn-out strike of the Indian Iron and Steel 
Company and the Steel Corporation of Bengal and the expectation that the Lnterixn 
Government might pursue vigorous anti-inflationary and anti-profitccring policia. 
These dimmcd the yroapecte for higher profits and dividende. Share pricae slumped 
to abnormally low levels in September and Oct,ober, in many case, the extent of the 
fall from the peak levels being as high as 25 to 30 per cent. The Economic Aclviscr's 
general index of security prices fell from 314.3 i n b u w t ,  1946 to 283.0 in Septembcr 
and 265.5 in October. T:itta Deferreb slumped from Rs. 3,640 to Rs. 2,880 while 
Bombay Dyeings tkclined fro111 Re.3,2&5 toRs.2,760 in the second week of September. 
In November and Deccrnbor t,he cquitics markct remined fairly steady alt,hough 
the undertono was very hesitant and uncertain, but thereafter it weakened once 
again owing to the stringgncy in the money market. To prevent the demoralisation 
of the market, the authoritica of the Calcutta Stock Exchange bed on 25th Novem- 
ber miniinurn prices for all scrips other then Government securities and fixed interest 



TABLE 25. - PRICES OF CERTAIN INDUSTRIAL SHARES, 3946-47. 
/ 

% Zncvenee 
Scrip 29th Mar. 17th 11ny 27th Mny 17th July 24th July 14th Ang. 11th Srpt. 28th Frb. Budpot Clotiing Highest Lowest (+) w de- 

1046 1946 1946 1046 1 1040 1910 1947 Se6aion Prieen crcasc (-) 
1046-47 oJ(10) 

owr (1) 
(1) (2) (3) (4) (5) ('3) (7) (8) (9) (10) (11) (12) (13) 

1. T n t ~ S t . w l D ~ ~ f n r d  .. 2,976-4 3,0114 3,1275 3,302-8 3,442-8 3,600-0 3,157-8 2,677-8 2,430-0 2.270-0 3.M-0 2,2264 -23.7'2 
2. Tnta Stecl Ordilurry . . G20-0 636-0 559-0 5832-9 010-8 035-8 561-0 471-8 447-0 415-0 043-0 408-0 -21.10 
3. Steel Corporntiou of 

Benenjitd .. .. 52-7 51-0 62-8 61-0 M 6 0 4  53-8 36-4 31-8 27-0 66-0 27-8 -48.51 
4. Indian lrcin and Sttr4 . . 58-6 5 6 0  67-0 08-5 7 1 4  66-!260-5 43-7 40-4 36-13 51-11 3 6 4  -3933 
6. BombayDyeings,Tertile. 2,393-12 2,511-4 2,632-8 2,780-0 2,035-0 3,247-8 3,0554 2,6124 2,475-0 2,2704 3.2904 2,ltW-O - 5.27 
6. Kohinoor 788-0 02-14 067-0 1.0364 1,123-0 1.1484 1.0514 836-0 780-0 7234  1,lM-O 65.54 - 7-61 
7. Bmdcshi ,, 7 2 4 4  812-4 838-0 885-0 9- H81-0 825-0 TW-O 712-0 620-0 1,006-0 670-0 -16.36 
8. New Great ,, 444-S 54%-0 577-0 500-0 660-0 6344 5 3 4 4  402-0 450-0 350-0 08- 30ii-0 -21.26 
9. Huakingbm 502-8 525-0 6 7 5 4  2 591-0 572-0 620-0 405-0 3 9 6 4  375-0 690-0 376-4 -2.5-37 

10. Cnmboclin 37-2 33-2 40-0 44-10 48-6 44-12 40-12 3fi-11 34-0 31-10 - 6  31-10-14.81 
11. Imperinlhnk,l.'utly'~~~d.2,&-A 2,6604 2,9864 3,2654 3,310-0 3,2904 2,830-0 2.600-0 2,4974 2.3kj4 3,3564 2,300-0 - 4-70 = 12. Hank of Indit~ . . . . 23- 269-0 2 7 0 4  281-8 293-0 275-0 256-0 254-8 2f i -O 238-0 206-0 228-8 + 1.71 
13. Ccntrnl Bank of India . . 120-4 13R-4 141M 153-0 15- 149-0 1 3 6 6  1 3 2 4  125-8 1 2 7 4  162-0 114-0 + $.GI 
14. RankofMysnro.. .. 4644 4G14 48U-0 BPfl-4 G500-F) 542-6 511-8 470-0 459-0 4.50-0 653-8 450-0 - 2 . 1 7  
16. Auglo-India,Jute .. 681-0 G.LU)-U W S27-0 850-0 844-0 7K7-0 6 1 0 4  010-0 610-0 877-0 610-0 -10.43 
16. ~IOVTLI~ . . 130-8 127-1 129-0 166-8 169-2 171-8 160-R** 114-10 114-10 lo$-0 175-12 108-0 -17.24 
li. Kanknarrnh ., . . 840-0 Hz04 805-0 l,n28-0 1.0604 1,OSZ-O 950-0 7.304 750-0 5 3 0  1,120-0 730-0 -13.71 
18. BcngnI, Coil . . . . 8 0 4 4  8894 9.21-0 1,200-0 1,2024 1,135-0 1,049-0 600-0 89041 61wl4 1;202-0 800-0 - 7-41 
10. Bnrrakur,. .. .. 49-8 53-3 52-14 01-12 64-8 65-12 57-12 37-2 2 37-2 66-5 374-1 -25.00 
20. Rquital~le,, .. .. IZ-0 81-4 86-4 97-12 101-9 .9<%9 89-0 82-0 62-41 02-0 101-8 62-1) -21.39 
21. Hnsuimarn, Ter~ . . 83-0 04-12 94-12 128-0 197-8 132-0 1 124-0 1 8 4 4  1244- 1322- 833-0 +49.40 
22. Pntmkols , . . . . 1,515-0 1,7ri)-O I.(LU)4 1,9364 2,010-0 2,0.506 2,050-0 1,875-0 1,6754 1,8ib-0 2,0504 1,5134 +23-76 
23. Carew, Sugar . . . . 80-8 39-14 39-14 41-2 4-4 41-8 3 5 4  2 4 1  23-12 21-0 46-9 21-0 -46.84 
21. India, ,, . . . . 31-0 30-12 30-12 2 7 1  27-4 2 8 4  28-0 22-4 22-4 22-4 31-12 2 2 4  -28'23 
26. Chembra Paak, Plant- 

inps .. .. 10-13 11-11 12-4 144  14-7 13-12 12-0 11-11 11-2 10-10 14-10 10-10 - 1-16  
20. ~ o c h i n  ~1;iobnr ,, . . 18-2 2 1 4  2 23-11 2 3 4  23-8 1 0 4  13-4 12-12 12-14 24-2 11-10 -28.97 
2 i .  A.C.C. .. .. .. 5 8 - 0  2 3 3 1  20470 205-0 7 270-Y 240-6 199-8 194-0 176-8 2 7 M  175-0 -31.59 

Tho dntw give-11 abosc are nc.lrctcd w~th  a view to inclicnting the poaition of srcurity prices just bcfore and aftor aoanc outatanding &ye of tho year as explained 
below : (1) Ck~~~ir lg  pri(,1'9 of 1945-46 ; (2) Prts-nnnouncemcnt of redsmptio~i of 3.1:~; 1Hupee h p e r  ; (3) Post-annoi~nc~ment of wdcrnption of 3:% Rllpee P n y r  ; (4). 
Pro-announcomont of 8.:; I.onn 1961 ; ( 5 )  Post-onnouncement of 24% Loan 1BG1; (6) Prc-disturbancra in Calcutta; (7) Post-d&urbancea; (8) Pre-Budgot 
pricca ; (9) P n c ~  dunng Budget Scsaion ; (10) Clo~ing pricea of 1046-45, ** Prerionv day's quotntioll. 



bank, railway a11d d c d n c  supply company (excepting the Calcutta Electric) 
shares. Thew minimum prices were removed on 6th February, 1947, but had to  be: 
reimposed on 1 l th Mruary.  On 14th February, the ni~thoritics of t,hc Madras Stock 
Exchange a180 fixed xninin~um pricks for all scrips cxccpt Government sccuuities. 
Some amount of steadiness naticcd in t,hc latter part of February was disturbed by 
the budget proposals for 1947-48 which includeti (i) the imposition of a special 
tnx of 26 per cent on business profits exceeding Rs.1 lnkh, (ii) a tax on capital gains, 
(iii) the raisiug of Corporation Tax from onc anna to two annas and (iv) the decision 
to tighten up the dividcnd tax levied last year. Havy selling pressure foIIowed 
their announcement, leading to panicky conditions on t,hc uharc markcts all over thc 
cou~dry. With a view to  averting a crisia, t,rading was slwpe.nded for two meeh in 
the Boulhay Stock Exchnnga and for thrcc weeks in the Calcutta and Ilakas es- 
chnn~ws, pending thc publication of the reporL of the Select Committee to which the 
ncw taxation mcasurcs were referred. I n e n  resiunption of trading wrrs permittetl 
later, it was subject to certain r~~trictiomintendcd primarily t-o prcvcnt panicky salcs. 
!l!he revised taxation propals did lit,tle to  arrest thc stecp decline 111 prim and 
the rnnrkcts closccl for the year with an easy and uncertain tone. 

m e  table on page 96 givca thc priccs of lea- industrial s h e s  on certain 
dates in the ymr 1946-47, while Statement XXVIII given the Economic ,4dvkr's 
index numbers ol prices of hldisn securities. Tho averago bdcx numbers for the 
year 19.16-47 in resped of all the groilps arc substantially higher than those in thc 
previous yanr ; p p e r  Rharcs top thc list with an increase 01 50.25 per cent followed 
by cotton 35.63 per ccnt ; jute 33 -70 per cent ; banks 33 -36 ; teir 4!) -5!1; iron and 
steel 22 ~ 3 2  and coal 16 -50 ; while the genleral inclex itself is 22 -96 per cent higher 
than iu the previous year. As against these highcr annual avcrnge pricas, the prices 
of the closiug month of the year under rcvicw are considerably lower t h n  thosc of 
the pmvi01~9 y u r ,  except in the cases of fixed yield industrial shnres, tea a11d bank 
sharcs, which are higher by 0-99, 17.74 nnd 7-58 pcr ccnt rcspcctivcly. Thc 
percentagas of decline in thc casc of a few leading groupa ace as follows :. cement 
17 6 ; iron ancl stccl 11.72 ; sugar 10.86 ; coal 10.59. Thc gcncral index itwlf is 
lower by 4.16 per cent. nbsohltc variations in the prices of a fcw 
scrips during the year amounted to M much as Rs.1,416 in the case of Tata Defcrrecb 
and Rrr.I,130, Rs.1,055, Xs.402, and Rs.267 renpe~%ively in the cases of Bombay 
Dyeing~, Impcrial B& (F.Y.), Bengal Coals and Anglo-Indias. 

The graph on page 98, b e d  on thc indices compiled by the Economic Adviser's 
Ofice depicts the movcmcnts sincc August, 1939 in the prices of Government Securi- 
ti=, F i x d  Yiold Iucl~ratrial Securities and Variablc Yield Industrial Securities. 

69. Control of Capital Issues.-Imue of cnpit.nl continued to be sobje& to 
Govcrnmcnt control throughout the year. Though the Capital Issues Contlrol 
Orclcr of 17th May, 194.3 w:w originally promulgated mainly as an anti-inflationary 
memure, it was felt, ul thc light of the experience! gaincd during tho war ycars th:~t 
the cx)ntinl~ancc of control was still necessary " to  sccnre a balanced invcnt,ment 
of the conntry's resources in industry, agrioultmre and the social services ". Accorcl- 
iq ly ,  n Bill was introduced in the hgislative h e m I ) l y  in the rniddle of March, 
1947 proposing to keep in exi&cncc for five years, the control ovcr capital issues, 
hitherto woured by IZulc 94-A of the Defence of India Hllles and later by Ordinance 
No. XX of 1946. Pending the ennckmcnt of the Bill an Ordinance was prolllulgatcd 
effective from 25th March, 1947 providmg for t.he continunncc of the contxol over 
issues of capital. Thc Capital Iuues (Continuancc of Control) Bill which followed 
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closely the provisions of the Defence of India K~tlc 94-12 was referred t.0 a Scleot 
Committee which suggested certain changes in the Bill, thc more important ones 
being t.hc following. 

(a) The duration of the control was to be red~zccd from five to three )-em. 
(b) If an application for thc issue of capital wau relueed, the Ccntrnl Govern- 

ment was required, upon t,hc request of the nppliwut, to communicate 
to h i ~ u  in writing the reasons for such rcfuscll. 

(c) An Advisory Cornmittcc consisting of not illore than fivc members was 
to  be set up for refercncc to and advice on matters arising out of the 
ahhist.ration of the Act.. 

...I the changes proposcd by thc Select Committee were acccpted by t,he 
Gosrernrnent aud t,he Bill became an ,4ct on 19th April, 1!)47, and during the 
discuesion it was indicated as Governlent's intentmion to associate members of the 
Central Legis1at.1~~ with thc Advisory Co~nmitt~ee. 

Unlike in the past, when statistical data on capital iss~ias were published at 
varying intervals, since January, 1947 thc Office of the Controller of CnpiLil Issues has 
been issuing weekly etat.ement>s, giving s list; of companies accordcd consent or 
recognition and the wunt sanctioned during each week. Statement YXlX gives 
stntisticnl dntn nbout the work-m,~ of the ConLrol of Capital Issues from 1st Oct.ober, 
1945 to  31st >larch, 1947 as also the yrogreasive figarcs fiince the inception of 
t,he cont,rol. 

An analysis of thcsa stntistic.9 revenls that during tho cighteen month elided 
31st March, 1947, 1,6 14 applicatioas involving a sun of Rs.483 - 91 crorcs n-ere receiv- 
ed for the issue of capital ; out of these 1,468 for a sum of Ru.437-2Ocrores rclatedto 



British India bnd 146 for a sum of Rs.46.71 cmra to outsidc British India. Coment 
was given to 1,185 companies for an isne  of Kq.379.96 crores, constituting 73.42 
and 78-52 pcr cent respectively of the total number of applications received nncl tho 
total amount applied for. Of these, 1,080 companies for a am11 of Rs.346.02 crores 
were from British India and 105 companies for RY.33.94 crorcs wore f ~ o m  out.side 
British India. 

Of the consents, Industrial issues account for 60.25 per ccnt of the number of 
companies and 69-18 per cent of the amount 8nnctione.d. Initial issues predominate 
over further issues, the former consttitutting G4-64 per cent of the total numbcr of 
companies and 76.34 per cent of t;bc mount,. As re r~rds  the distribut.ioo of 
consents between Immediate and Long-range sackernee, thi former acco~zut for 68.27 
per cent of the number of companies and 42-40 per cent of the amount sanctioned. 
Immediate schemes occupy a relatively more important place in the Non-Intlustrial 
than thc Industrial group. 

The most 8triking feature of the working of the control in t.hc post-war period 
is the tremendous increase in the amount of capital both applied for and sanctioned as 
compared with the war period. Whcrcas in the 2 4  montb of the war period 
the total capital unn&ioned was Rs.260.56 crores, in the 18 months of the post-war 
period it wns t ~ q  much as Rs.379-96 cmres. But thc nature of control as reflected 
in the proportion of consents to applications has been very nearly the same in both 
the pcriods (vide Table 26). In the post-war period, however, thero is a 
slight fall in the percentage of the number of cornpaniea permitted to iissuc capital, but 
there ia liberalisation in rcspect of the amount sanctioned. It may be noted that in 
the latter period tho average amount of capital sanctioned in respect of a company 
is Rs.32 1 l a b  as compared with R8.6 9 I & b  during the war periocl. Thc higher 
figuro in the post-war period is partly due to the exemption p t d  in favour of 
issues not exceeding Hs.5 lalib. 

Comnta for Immediate schemes which for obvious reasons werc givcn pre- 
fcrcnce during the wnr period show a decline in the post-war period in respect of 
both the number of companies md the amount mnctioncd, though the decline in 
the case of the lattcr is not eo appreciable as in the former. Similarly, while the 
proportion of Non-Industrial issues to total issues was larger in the war period t.ho 
Industrid schemes now predominate. 

TAELE 26.--CONTROL OF CAPITAL ISSUES. 
(A). PERCENTAGE DEIWBUTION GROUP-WISE. 

From 174-1843 to 
30-9-lM 

CI.ASSIYICAIOH 
Amount 

No, o! wholly or 
compurues partially 

alloacd 
I. Industrial . . . . . . 46-87 01-26 

11. Bgriuultanrl .. .. .. 7.21 5-42 
IIL Financial .. . . . . 13.45 19.50 
IV. T d e  and Transport . . 25.11 10.67 
V. Othor 6ervieen . . 7.56 3.25 
VL Total Non-lndustrisi ' . . 53 33 38-71 
VIL GMBD To~u-Lls~umcu AND 

Non-Inuwmru. .. . . 100.00 100-00 

Fmm 1-10-1945 to 
313-1847 

haunt 
No. of wholly or 

compcmiee partially 
allowd 

60.25 5U.18 
6-58 3.16 

16.54 11.58 
11 - 2 3  21.07 
6-40 5.01 

39-75 40.89 



(3. CONSENTS AS PERCENTACES OF APPUCATIONS. 

From 17.5-1 $448 to  
30-9-1945 

Conmnts 

Fmm 1 - 1 0 - 1  !M6 to 
31.3-1847 

Cu~bssnta 

No. of iilnount 
companics wholly or 

partidly 
allow~d 

No. of Amoi~nt 
campanics wLolly or 

purtiully 
allowed 

I. Industrial . . . . . . 87.60 82 -44 85.00 Of .51 

V. Other Yervioea .. .. 82-& 66.41 94.12 95.96 

VI. Total Non-Indnnttial . . 76.32 62.66 0 . 8 . 5  73.33 

(C). PERCENTACE DISTRIBUTION IN EACH CROUP BEI'WEEN IMMEDIATE AND 
LONG-RANGE SCHEMES. 

From 17-6-1943 to 
30-9-1845 

Nu. of, .4mount 
cornpues wholly or 

pi-tinlly 
u l b w d  

Froui 1-10-1.94.3 to 
31-3-1947 

Conwuta 
.- 

No. of A~norult 
corupirnicn wholly or 

~).wtinUy 
allowcd 

11. ~ G R I C U L ~ ~ H A L  
lmmntliite . . . . 99-(iB 08.94 91 -03 'ii - (i2 
Long-Range . . . . 0.37 1.08 8.97 22.38 

IV. T R A ~ K  AND TItbNsro~r 
1.mmediato . . . . UAa(L3 09.24 82.il 41.3s 
Long-Hango . . .. 1.37 30.76 17.29 5b.B2 

V. O m  t3~~vlc:se 
Iln~nediate . . . . 90.15 74.03 71-88 48-48 
Long-Range . . . . 3-65 25.97 28.12 51.52 
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70. Money Rates and Conrldaim-P.--Statement XXX shows tho various money 
rates in Jndia as on the first day of each month of the year under rcport. The Bank 
ratc of thc Rwrve  Bank of India and the Eunlii rate of the Imperial Bank of Tndin 
remained unchanged at 3 per ccnt throughout the year. Unlike in the two previous 
yeam money conditiom were generally stringent during the greater part of 1946-47 
with thc exwption of July and Novcmbcr. However, the intcr-bank call money 
rate quoted by the larger xchcdulcd b a d e  remained nominally around a per ccnt 
during the major part of tho year. In Bombny it, tcnded to ease to) -h per ccnt from 
13th Jnly, owing to slacke~ring of tradc dcmand with the advcnt of t.he momoon. 
I t  improved to  per cent horn 21st August re~naining unaltered till the middlo 
of November, partly hecnusr! of improved trade demand and partly becnuxe of brisk 
activity on the stock exchanges. Thereafter the rate steadied at 4 per cent during 
the last rpmter in xpite of the m n d  demand and the continued dcmand lor 
h n c i n g  thc growing imports from nbroad. During 'hZart:h, 1947 the rate again 
declinccl to  &-& per cent hetwccn 8th and 28th n h c h  but subsequently im- 
proved to + per cent towarde the close. The ratcs for three and trix months fixed 
deposits which wero quoted by the larger scheduled banks in Bombay at s1 per 
cent and 1-1) per cent respcctivcly at the end of last year, remained a t  that 
level till 13th July whcn they eased to $--f per ccnt and +I per cent respectively 
and continucd at that level till the necond wcck of September. Ti~crcaftcr the three 
months rate firmed up to 3 pr.r cant, and continned at that llovcl till the middle of 
November while the six months rato conLinued s t d y .  From the latter half of 
Noveml~r till the end of January, 1947 the three month rate fluct uatedbetween Fl 
per cent while t,hc six month rate improved by stages to 1)-1.) per cent 
by 1st February, 1947 and continued nt that level till 6th 3 h c h  whcn it sagged to 
+1 per cent till the 28th hut. again recovered to 1-l,l pcr cent by the end of thc 
month. The thrcc nlnnths rate improved to  2-1) pcr cent on 1st  P~bruary and 
fiwthcr to  1-14 per cent on 13thFebnitiry, conti~luing at that lcvcl till GthSIluch. 
It was quoted lower at -2 pcr ccnt from 8th to  28th March but auhseql~cnt~ly 
recovered to t 1 pcr ccnt towards the c1:ltac. Thc twelve month rate which ww 
voted at 14-1) per cent at the end of In.st year was quoted at  that lcvcl upto 28th 
Junc hut thereafter recovereti to l i-12 per cent, continuing umltcred throughout 
tlic re~lmining period under revicw. 

71. Consolidated Posilwn of Schduled Bunk.s.4tatement XXXT showe the 
conqolidated posil.ion of the schcdnlcd banks in Indie (excluding Bunna) during 
the year uruler review and Statement XXXlI giva thc indices in respect of all the 
item4 of n s c t , ~  and liabilities included in Statement XXXI. See also the gnzphd 
fixing page 100. 

During the year under review, the following eight banks namely, the Bharatha 
Lakshmi Ballk Ltd., Bhulipntam, the. Tmjore Permauent Fund Ltd., Tanjoro, 
the Southern Bank Ltd., Calcutta, tohc Travmcore Bark Ltd., Trivanclrum, the South 
Indian B d c  Ltd., Trichur, thc Australasia Bank Ltd., Lahore, the Ldcshrni Com- 
mercial Bank JJtd., Ilawalpincli, and the Bankers' Union Ltd., Calcutta, merc included 
in the Saoond Schedule to  the Reserve Bank of India Act, while thc Intcrnatiomrl 
Bank of Indict Ltd., h e d n b a d ,  was cxcluded from the Second Schedule and tho 
New Standard Bnnk JJtd., Comilla, wtw rrmlgmated with the Co~nilln Baukig 
Corporation Ltd., Comilla. An s result, tho total number of whcduled banks 
incrc3ascd from 91 at the end of 196-46 to 97 at the end of 1946-47. 



On the liabilities side, demand liabilities ahowed almost a continuous rise till 
November but thereafter because of the acceleration of imports and the unsettled 
conditions in many parte of t.he country a declining trend appears to have set in. 
On the other had,  timc liabilities msintained s genedly rising trend throughout the 
period under rcview with the cxcept.ion of a slight fill during the month of llecember. 
At the end of March, 1947 the demand and timc liabilities etood respectively at 
b.690.49 crores and Re.34ti-86 crorcs as compared with b.703.65 crorcs and 
Rs.296-00 orores at the end of March, 1946. The range of variation between the 
minimum and maximum of demand and time liabilitie~ during the year 1946-47 
was Rs.61.29 crores and Rs.45.87 crorcs respectively, t~.9 co~npared with Rs.100.43 
crores and Ra.72.14 croree during the year 1945-46. The month-wisc figures 
of demand and time liabilitieii reveal thnt not only have the time deposits 
grown compercltively more rapidly than the demand deposits as was the 
case last year but also that they have riscn even when thc derntruci deposits 
showed s tendency t o  fall, indicating the decline in the ' liqiridity preference ' 
of the depositor8 and the gradual return of the deposit structure t.owarb the 
pre-war pattern. The total of demand and time liabilities remained in 
excess of Rs.1,000 crores throughout the year under review, reaching their 
highcst level of lb1.1~082-89 crores during the month of November, 
1946. 

On the asacts side, moving in the wake of demand and time liabilities, cash 
showed a sustained rise from Rs.36-71 croren in April to R.s.46-05 crores in September. 
It, however, declined to  Rs.40.33 crores in October and varicd thereafter between 
Ra.39.04 a d  Rs.43.53 crores. On the other hand, the balanccs with the Rmerve 
Bank fluctuated betwecn the ulinimurn of Rs.69 -39crorcs in March, 1947 and the maxi- 
mum of Re.103 -95 crores in July, 1946, and throughout the yew relnaincd consider- 
ably in excess of the statutory minimum, though not as much as iu the prcvious 
year, the excess varying betwecn the minimum and rnaximum of Ra.27.93 croree in 
March, 1947 cmd Rs.61.62 crores in July, 1946. The percentage of cash and balances 
with the Ecseceerve Bank to  total dcmnnd and time liabilities fluctuated between thc 
minimum of 10-46 for Mamh, 1947 and the maximum of 14.03 for July, 1946. For 
the major part of the year, however, the ratio wss stendy around 11 -12. Advanom 
improved sharply from Rn.366.40 crores in April, 1946 to Rs.373.44 crorer! in 
May and declined thercsfter reaching Rs.563-40 crores, the loweat for the year in 
July. Subsequently they recorded a continued rise in all the 111ontha except October, 
1946 and March, 1947, reaching the highest level of R8.466 -06 crores in February, 1947 
t o  finance imports, movement of trgricultural commoditica and carry over of 
bullion. Bills disco~lnted fell from Ile.21.71 crom in April to Rs.18.95 crores 
in July, 1946 but thereafter improved bradually to  Rs.23.73 crores in January, 
1947, tho minimum and maximum for the ycar being respectively Rs.18-95 
crores in July, 1946 and Rs.23-73 crores in January, 1947. Contrary 
to  the trcnd noticed last year the ratio of advances anif bills discounted to 
total demand n d  time liabilitiea this year was higher, being always around 
37 to  38 por cent during the fir& seven months of the year and improving 
thereafter to 47.04 pcr cent by March, 1947. Thia is again significant 
aa reflecting a return to the pre-wnr proportion of advances to 
liabilities. 





72. Non-ScheduM Banks.-The following tablc shorn the demand and time 
liabilities and caih baluncee of the non-sohcdulcd banks as on the last Friday of each 
year. 
TABLE 27.-DEMAND AND TIME LIABlLlTIES AND CASE BALANCES OF NONSCHEDULED 

BANKS.* 
No. of Tutal (Rap- in lskhr) 

bankssub- Demand Zkmand Percenkrge The P m o t q c  C ~ r h  Pew~dags 
Yoar mitting and Time Iiubi- of4  fo 3 Liabi- 016 to 3 &lance8 018 Lo 3 

retnrns Linbilitins litierr litius 
1 2 3 4 6 6 7 8 9 

1939 . . 669 15,W 437 30.5 11.09 69.5 1.10 6.9 
1840 .. OU4 16.74 5.26 31.4 11.48 68.6 1 3 7 - 8  
1941 . . 601 1 V.54 7,06 36.2 lt,47 65.8 1 pa 8.4 
1943 .. 534 24,M ll,OB 44.9 13,69 55.1 2.63 10-  7 
1943 .. 630 M.7Q 17.62 50.1 17,27 49.6 4.88 16.0 
1% .. 61.3 63.13 24.84 46.8 21.29 53-9 6,M 11-4 
1945t .. 632 73.ti4 33,92 46.1 39,71 53.9 9,24 12.6 
1948f . . 659 78 ,U  32.79 41.8 46,65 58.2 6.59 8.1  

*As ahown by their monthly returun ran on the lnst Frihy of each ycar. t PmvisionnL 

It will he notimd that thc nurnbcr of non-scheduled benh submilting cssb 
rewtvc rcturna nnclcr Section 277 L of the Indian Conlpnnieu Act, 1913 (M nmendcd 
in 1936) continued to increase in 1946 though it is still bclow thc pre-war 
figure. Their total linbilitics incrcascd Lp h.25.31 crorea between December, 
1944 nncl Dccembcr, 1946. The proportion of dernand 1irrhilit.ies to totnl liahil- 
itics has, however, flrllr~l from 46.8 pt:r cent at the cnd of 1944 to 41.8 pcr ccnt at 
the end of December, 1946, thc timn liabilitics rcwrding a corresponding increase, 
idicating a movement t,ownrds thc prc-war ratio between time and demand 
lial~ilities. Thr, ratio of cnvh t,o t-ot-a1 demand and time 1iubilit.iee rose irom 11 - 4  at 
the end of 1944to 12 -6 at the crld of Decernl~er, 1945, hut thereafter declined to8-4 
at  the end of December, 1916. 

73. CEaring Home lutrclistics.-Ststtement YXXIlI and the graph lacing page 102 
shorn thc amoullt of clleyuer, cleared tbrough the more importnnt Clearing IIouves 
in India and Burnu since 1918-19. Thc to td  amo~int of chequea clcarcd in Indin 
increased from Rq.6,543 crorcs in 1945-46 to Rs.7,168 crores iu 1946-17. Out of the 
incrcn~c of h.625 croretl Bombay accounted for Rs.372 crores while RZathas and 
Karachi accounted for Rs.80 crores and Rs.56 crores rcspcct~ivcly. Unlikc in the pre- 
viou yearii, the Calcutta centrc. did not substantially share in the increusc along with 
Bombay, the unsett.lcd con~munal sit.untion in Bcngal in general and in Calcutta in 
pdiculnr, hnving rrffcctcd Lankiug since Augwt, 1'3.16. The following table shows 
the oompnrative monthly clearing figures of the Ctlcutto Clenring I-Iouse for 1945-46 
and 1946-47. 

(Kupcca in lakhs) 
h'umbcr of cheque- olonred Amount of chequcs cloarcd 

Monlh --.-- 
1M-40  1046-47 I M6-48 1946-47 

April . . . . . . . . 6.30,177 7,07,%01 1.95.05 2,U.i..% 
y . -  .. .. .. 6,21,224) 8,31.023 1.98.86 2,91,07 
Junu . . . . .. .. H,2LPt477 U.W.633 2.16.94 2,68,83 
July .. .. .. .. O.i7,9VS 7.04.198 P.44,19 3,03.47 
August .. .. .. ti.US,YM(I 3,33,227 2,29,6tI 1.76,97 
Scptcmkr . . . . . . 6.81,MU ci;37,W5 2.3Y,34 !2,00,09 
Ochbcr . . . . . . 6.37,705 4,80,402 P,26,31 1.76.05 
Novembcr . . . . . . ~,:14.746 6,65372 2.19.1 1 2.35,29 
IJecember .. .. .. 8.36;:54 B ; L O , W  2,fifi,6:3 2,24,17 
January . . . . . . 7,4H,H7:! 7,57.031 :+.lO.HO %,40,01 
February . . . . . . 5.55,%5 6,89,488 2.08.16 2,Il.M 
March . . . . . . 6,79.331 i.20.98ii 3,83.44 2,OQ.W TA . . 78.12.980 17.38.389 % 2 6 3  %4%25 



With the pre-war year 1938-39 ae base, the index numbera of the amount 
of cheques cleared (uide tablebelow) dnring the last eight years 1939-40 to 1946-17 
am 117, 107,136, 149,220, 279,323 and 365 respectively. 

During the year d e r  review, clearing houses were opened at three more 
places, uiz., Alleppcy (November, 1946), Ilajkot (January, 1947) and Gaya (March. 
1947) and w e  being managed by thc Imperial Bank of India. This brings the total 
number of clearing houses under the management of that bank to  nineteen. In 
Bombay a Metropolitan Clearing Ansociation was formed and registered during 
October, 1946 to arrange for clcaring for non-aheduled bankn as the Bombay Bankerfly 
Clcaring House decided to restrict its mcmbemhip and sub-membership only to  
sckeduled banks. St,atement XXXIV givea the monthly figures of tho number and 
amount of cheques cleared during 1946-47 inclucling those of the Clearing Houses 
mrmagd by the Imperial Bank of Znclin. A8 in t,he prcvious yeam, the incrc~sc in 
the amount of cheques paeaed through the: cl~aring houses w s ~  proport,ionat,cly 
greater than the increase in their number. 

A cornpaxison of the ratio of cIcarinp to  scheduled banks' demand liabilit,ics 
furniahca an approximate and general idea of changes in the activity of bank depwite 
in India. The figurea in the table below indicate that the velocity of circulation 
of deptmit currency declined upto 1942-43 and remaincd steady at that level 
thcrcaftcr. 

Av-c Demand 
Year Liabilities of Total Clcaring h'umlcr r~j 

Scheduled hnb* Indices H o w  Rsturnet Indims t imu 4 k12 

(1 (21 (3) (4) (5) (6) 

1998-39.. .. 123-R 100 1 ,WB3 100 16-3 
1 9 3 9 4  .. .. 132-6 107 2,221 117 16.7 
194041 .. ... IL5.H 126 2,030 107 13-0 
1 1 - 4 2  . .. 200.1 1 WY 2,675 136 12.9 
1942-43 . . . . 306.3 247 2.818 149 9-2  
1043-44 .. .. 466.6 368 4,281 226 9 - 4  
l W 5  .. .. 6114.8 472 5,270 27L) 9.0 
I W ! R  .. .. 664.6 406 6,120 323 9.3  
lWG47 .. .. 725.5 686 6,717 365 9-  3 

In cmma of rupees. .f Excluding Rmgoon and " Other Ccntms". (Vide Statement XXXIII). 

74. Internal RFmiu.unca.-Statement XXXV (A) shows rcmitt.ances during 
the year by tclcgrsphic tramfern both isrrued and cncashed at the ofices and branche~ 
of the Reserve B d  of India according t.o C h t m .  Statement XXXV (B) gives 
trahsfer~ of funds by dermud hafts, tclcgrsphic trllnafere and mail transfers through 
thc lmpcrial Bank of India on its own account. Statement XXXV (C) showe the 
share of t,he general public, the s c h e d ~ ~ l d  and non-scheduled bunla, t-he co-operative 
banks and wcietia and Govenuncnt in the remittances by (1) telegraphic transfers 
and (2) drafts and mil transfers effected through the Reserve Bank of India, the 
Imperial Bank of Indin and Trecisury agencics toget,her, for each of thc hnlf-yeum 
ended September, 1945, hhrch, 1946 and September, 1946. 

(A) The tendency of continued incrcwr? in the telegraphic transfen, iasued 
which bcgan in 1940-41 when they ntod  at  Rs.277.74 crores was reversed during the 
year under review. Tclegraphic trunafere h u e d  and paid a t  the offices of the Re- 
Rerve Bank of India during 194647 stood at  Ra.833.60 croree and Hs.1,173.78 crores 
respectively sa against Rs.1,094.87 croree and &.1,025,34 croree in t.he previous . 



year, regietering a decreaae and an increase of 23.9 per cent and 14-6 per cent n- 
spedively. (B) The total remittances through the Imperial Bank of India increased 
by 5.5 per cent, largely due to  the rise in remittanoes within the Bombay and Madraa 
circles, and from BMres circle t o  other circles and from Bombay circle to  Bcngal 
cirole, though there has h e n  a fdl  in the mmittnnccs from Bengal circle to  Bombay 
circle and within the Bengal circle itself. (C) The total remittanoea through the 
Reaervc Bank of India, t,hc Imperial Bank of ladie and the Treaaury agencies during 
the half-year ended 30th September, 1946 on account of the general public showed 
a alight increrrac as compared with the corre~poding period of the previous year, 
while thoso on account of co-operative banlce and societies ehowed a decline ee com- 
pared with the two previous half-yeara. Remittanoea on account of Government 
and the aggreptc nnmber of tranaactione showed a decline during the half-year 
ended 30th September, 1946, although during the preceding half-year they had 
recorded an inmease. The amount of remittances by telegraphic transfers during 
the half-year ended 30th September, 1946 showed an incream as com- 
pared with the two previow half-years while thc amount of remittnncos by 
drafts and mil transfers was lower than during the latter half of 
1945-46 but waa higher thau during the correepding period of the previous 
year. The total amount of remittancoe during the first half of 1946-47 stood higher 
at H.s.721.61 crorcs as comparcd with Rs.705.92 crores during tho previoue 
hall-year and lb.675.90 crores during thc correspondi period of 1946-46. Of 
the total remittances during the h t  half of 1946-47, the pcmntage sharee of the 
scheduled banks, general public, Government and w-operative banks and ~ocieties 
were 66.6, 14 -6, 6-5 and 2- l respeotivcly. 

The new scheme of remittance faailitics is being availed of by the scheduled 
ba& nnd the co-operntivo badta to  8 larger ext.ent than by the public. The intra- 
pmvincial Government drafts continued to be for h n o i n g  compulsory levy 
and purcharte of foodgains. 

75. Withdrawal of h i u a n c e  Facilities to &cmuz.-ib the hvernment of Burma 
decided to wtablish an independent Burma currency to be mnnagcd by a Currenoy 
Board from 1st April, 1947 and the Iteservc Bank of India was relieved of its 
obligations under the India and B u m  (Burma Monetary Arrangements) Order, 
1937, the existing remit.tance facilities between India and Bums were withdrawn 
with effect from 1st April, 1947. 

76. Encasir- of Foreign Circle Notes.--Statement XXXVI shows the e n d -  
ment of foreign circle notes in 1946-47. The totnl cncashmeuts (excluduy Rangoon 
 figure^) during the year were higher nt Rs.104.43 crores as ~rgninst Hs.56.24 crores 
in 1945-46. Thc increase was due to n large volume! of com~nercial tranactiona 
effected on a caeh basis and also probably the movcment of population from 
uneettled to safer a r m  acrow provincee. 

77. R e s m  Bunk 4 India : Banking Departmenl.-Statcment XXXI2C show8 
the monthly averages of the lkbilitiw and assets of the Banking Depnrtment of the 
%serve Bank of M i a  for each month during the ycar along with their annual 
averages from 1935-36 to 1946-47. Statement XXXVII give3 weekly (Friday) 
figures for 1946-47. 

During the yem 1946-47, the avcrage deposits of ba& with the Reserve Bank 
of Indh amounted to Rs.85.04 crorea recording a decline of h . S . 1 8  crorea over 
the average for the previous year. Though the lninimlun dcpoaits were higher thie 



year at  Ra.68.01 crorcs on 7th February, 1947 as compared with Ks.67-56 crores on 
21st December, 1945 thc fibue for maximlim depsits stood lower at  Its.lll.96 crorea 
on 6th July, 1946 as compnrd wit.& Rs.115.10 orores on 1st February, 1946. During 
the &at four month.. of tbe year the d a v i t s  were n l m t  continuowlp rising. Fnbm 
Rs.76-60 crore~ on 6th April they reached the highest, level of RR.lll.96 crores on 
5th .Tuly. Thcrrafter, howevcr, with a fcw occasional flnc%uatio~w they generally 
dcclind nncl by the end of December, 1946 came down to Ks.71-84 crores. 

Starting at Hs.630 - 80 croree in April, the. &posits of the Ccntral Government 
fell to Ra.468.39 crorcs by June hilt recovered to Rs.490.91 crorcs by September 
and thcrmfter, with narrow Auduat.ions declined to TELl.417-31 crores in Mnrc:h, 1947. 
The higheat and lowest balances of thc Central Government duriug the ycar were 
h.532  - 63 crorea and Rs.402 - 14 orores rc.pot.ively compared with RY.530.91 crores 
on 22nd Pcbnlttry, 1946 and Rs.251-42 crores on 8th Jme ,  1945. Tlie avorage 
dcp~site or thc Central Covermcnt for the ycar were thus higher thnn Irefore, for 
reasons explained in paragn~ph 52 on Government balances. 

On the assets side. bhc average cash bdanccs were Rs.3!!.&5 crorcs during 
the, year as agaiut X.s.16-72 crows for Bhc previous ycrrr. The avcrrrge balancee 
held abroad inclnding cash nnd short-term investments in sterling securities vllowed 
a rine from Rs.488.23 crorcR to Rs.5'28.83 crores, the difference reyrescnting the 
excess of rcccipts of st,erling from thc Cent-ral Cmvenuncnt over thc transfers to the 
Issue Department as covor for thc increases in note issuc. 1t is, however, noticcable 
that, there has bccn a revcm3l in the twntl ol accumulation of t heae balances. IYhila 
during the year 1945-46 the iralenccs continued too increase month by month and 
reached the nrrrxilni~n~ in blt~rch, 1!J46, diiring the ycar under review thrp ~howed 
dmost a ~ont~inuous fall reaching the lowcst lcvel of Rs.474.49 crorca during k'cbtilary, 
1947. 

The average of loans and ndvttnces to Government declined further Gom 
Re.22 lnkhs to Hs.5 l a b ,  the highcat amount under this head bcing only 
Rs.43 laklis on 14th Jnna, 194G. The avcrngc iuvwtmcntu of tho I3tlnkulg De- 
partment incrensed from Rx24.66 crorw to Ra.31-70 mores. The average of 
other lonnv and acivnuces, comprhing advmces to scheduled bnnh and co-operative 
banks rose from Hs.12 lakhs to Rs.83 lekhs during the ycur under review, 
the highest anloux~t reached being Rrs.10,33 l n h  on 3rd January, 1947 owing to  
stringent conditio~u in the. rnoncy market. The averago of bills p~imhsscd and 
discounted rrtoocl lower at, R~.!2.:)4 crorw as against 118.3-35 arores in 1943-46 tho 
highest stmo~lut, however, bcjng Ra.11-33 crores on 36th April, 1946 as ooruyared 
with Rs.8.98 crores on 20th April, 1'315. 

78. &me Bank of IrnEiu : Issue Deparlfnenl.Staternent XL shows 
the monthly average3 of the liahilitiea and mseB of the Issue Department of the 
Reserve Bank of Illdia for each month of the ycnr together with their annual averages 
since thecommcncement of the operstiom of the Bank in 1935; Staterncr~t XXXVIII 
gives weekly (Friday) figure8 in respect of these for 1946-47 and Statenlent XLI 
nhowa notes in circulation in Tndia as on the last Friday of each month since 
April, 1941. 

Notes in ~irculat~ion (excluding I3urma notts) incrcnsed only by Hs.2:). 26 
crorcs or by 1-91 per cent from Hs.l,21H.77 crores on 29th March, 1M6 to 
Rs.1,242-03 crores on 28th March, 1947. The total notes ksi~aci stood at  Rs.1,258.08 
cmren at thc cnd of 1046-47 us comparcd with Hs.1,838-41 crorev at t,lw cud of the 
previoutl year, sl~owing an incrcaqe ol 1-59 per ceut. Thuv the percentage increases 
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in tb notes in cimulntiou and thc total not.en issucd dnriry: the year under review 
have considcrnbly dec:lined comparcd wit.h the inc~csscs in the preceding two yearti 
of 22- 93 per cent and 22 -33 per cent in 1944-4 6 and 12.34 pcr cent and 13 13 pcr 
cent in 1946-46 mpccbivclp. 

On tho nasets ~ i d e ,  gold coin and bullion remaincd unchunged a t  b . 4 4  -42 crom, 
their percentage to  total noten iwued furthcr declining from 3 eb9 nu at the end of the 
previous year to 5-53 by March, 1947. The valuation of the gold holding continued 
to  be baqd on the ~ ts tu tory  ratc of h. 21-3-10 pcr tola while the market r ~ t c  for 
gold stood st Ks. 10:1-8-0 on 31st March, 1947. The Bank's holding of sterling 
securitiu did not increasc much during the ycar, the total of such sccuritia~ standing at 
Hs.1,135.32 crorea on 28th March, 1947 aa compared with Re.1,120.32 crorcs on 29th 
March, 194K As a re~ult ,  tho percentage of sterling securities t o  total note3 issued 
and theperccntagc ofgold and sterling &ecurit.ien togethcr to total notes isrued declined 
from 90.44 and 94-05 at the end of 194546 to 90.24 and 93.77 nt thc end of 1946-47. 

Kupcc sccuritiev which stood nt R.x. 57 -84 crores on 29th March, 1946remained 
~teady throughout the year 1946-4'7. Thc rupee coins held (inc:luding Government 
of India oue rupee notes) ~vcra, however, a little higher on an average and flnctnated 
between Rs.16-35 crores on 12th July to HB. 22 -03 crores on 29th November and 
stood at  Ks. 20.50 crorw a t  the end of March, 1947. 

Tlie graphs on pages 107 and 108 illustmte the relative niovemcnts in 
thc variou?. wmponents of tho assets of the Issue Dcpnrtment and the liabilities of 
the Banking Department of tho Reserve Bank of lndia ; the 1id)ilities of the Issue 
Department arc ant.irt?ly made up of  note^ issued and the aascta of the Balking 
Department are largely composed of (sterling) balances held abroctcl ; n graph of 
combind atlsets and liabilit,ics of the Bank is also givcn on page 109 and shows tho  
Bank's ovcrnll ptmition. The fig~rcs in the table below bring out the direction 
and extent of changes in the principal items of liabilitien and ame& of the Bank on 
thc carn1)ined basis. 

TABLE 2II--VARlATIONS 

Koto Circul~ttion : 
Incrcwsc over previaua 

datc . . . . .. 
Pwn%sivo i~~crcwe . . 

hpna i t ,~  : 
lnmm.qe ovcr pmvious 

date .. .. . . 
Y r o ~ a i v e  incmm . . 

Total Sterling Aawts : 
Jncrroeo over prcvioos 

date .. .. .. 
Pmgrmrice inclmao . . 

Total R~ipr+e Coin : 
Inmrsw over previous 

Jato .. .- .. 
h o p w i v e  lcreann . . 

Total Rapw Swurit.ie~ : 
Xncreaso ovm previous 

date .. .. .. 
Yrogresrive inc- . . 

IN CERTAIN OF ASSETS AND UBILITES OF TLIE 
RESERVE BANg OF INDJA 

(In crorca of NPL-a) 
End of month : elrange over pmrioi~s &to 

March lfnrch March bhmh f i r c L  March March March 
1040* 1941 1'942 1'343 1% 1 IU4G 1047 

* Change trs oompllnd with Aagant, 1039. 



Thc tnblc ahow8 that upto thc cnd of 194142, the, addition to the note 
circulation was greater than the net accnmnlntion of sterling ~ssetx, and was partly 
backed by additions to rupee securities rendered necessary by the utilisation of oonsid- 
erable amounts of nterling in debt repatriation. During 1!142-43 the accumulntion 
of ste.rling mscts outpaccd the progressive nct increw, in note circulatio~i while the 
amount of rupee securitiee held also continl~ed to inmcasc. By thc end of 1942-43, 
the prob~ewive addition to the note circulation (since the beginning of war) corres- 
ponded morc or less with the nct acarct.ion of sterling. During the last four years, 
however, the additions to the note circulation are con~i(idcrab1y lcss than the net 
additioas to sterling wt~setu and there ha3 been an appreciable replenizlhment of the 
(catih) balances of the Covmment alld the banks with the Reserve Bank. I t  muy, 
however, he noted that during the year under review while the net addition to note 
circi~lntion has  hccn small, the stcrling ascts  have tihorn a marked decline. 

79. RanXiq I;.sislation. -(A). It was stated in the previous year's Rcport 
that thc revisecl Banking Companies Rill had bmn mfcrrd to a Select Committee 
on 11th April, 1316. The Committee concluclec3 its deliberations on 8th February, 
1947 and ih report wus pr~sentecl to the Legislative Assen~bly on 17th F'cbruary, 
1947, but was not taken up for considcrutiorl and has been postponed to eubsequent 
seesion. Tl~e rtiiciu clrwngcs yrcbpoued by the Conunittw in tsbc Hill arc. : - -  

(2:) Limiting t*hc R c s c n ~  Rnnk's emergency power to suspend the provi- 
sions of thc Bill to thirty dnys. 

(ii) Widening the definition of ' hading ' so iw to include the acceptance 
of timc dcposita dso. 

(iii) Providing thnt no company other than a banking company shall accept 
deposits repayable on deinnnd. 

(iv) Making the extension of Managerial contracts rtubject to confirmation 
by a gcncral nlccting of ~hnrcholders and making the Reserve Bank 
the arbiter in questions of disproportionntc rcmunerrttion. 

(7)) 111tr(ducing a nornewhat elaborate but more workable bnsis for capital 
rcquircmant~ replacing tha original basis of population for capital 
requirements by onedcpc,nticnt on thc territorial range of a company'e 
activities. 

(vi) Limiting the voting righ;hta of any one shareholder to onc-tenth of the 
total voting r ight  no as to prevent the control of the affairs of a 
banking company from pawing into the hand8 of a small group. 

(~n'i) Prohibiting a banking company from declaring dividends before it has 
written off all its capitalized expenserr. 

(viii) Debarring n 1);tnkiug conlpany incorporated in India from taking on 
its honrd n pcreon who is elreatiy tdle Director of another banking 
company. 

( i x )  Placing on all bnnking companie~ inooq)oratecl in India an obligation 
to build up and maintain a rcscrvc fund cqual to the paid-up capital. 



(2) Meking i t  necessary for an banks to obtain the permimion of tho Remrve 
Bank before forming a subsidiary company for purposes other than 
those e x p d y  permitted under clause 19. 

( ~ )  Requiring a&! banking companies to take out licences. 

(zii) Prohibiting a banking company from holding shnrce in any company 
in the management of which any manager or managing director of 
the banking company ia in any manner concerned or interested. 

(ziii) Bringing down the minimum pcrccntnge of cnsh and approved securi- 
tiee to be held from 25 per cent to 20 per cent. 

(x iv)  Giving the Reserve Bank free discretion to inspcct n banking compnny 
a t  any time so that the public may not draw any peasirnistic 
inference from tho fact that a bank baa h e n  inspected. 

(2x1) Adding further to the powers and functions of the Reserve Bank eo 
aa to bring i t  into closer contact with banking companies and pro- 
viding for an annuaI report by the Reserve Bank on tho trond and 
progreas of banking in the country. 

(xui) Removing, in case of private bunhng companies, some of the ex- 
emptions granted under the Indian Companies Act. 

(nrii) Amending tho Reserve Bank of India Act m sa to enable the Bank under 
certah circumntances to Gomo to the aid of a banlung company by 
means of a loan against such securities a0 i t  may consider sufEcient. 

The Committee has also suggested that the constitational diflicultiea standing 
in the way of cxtending the provhione of the Bill to partnerships and individual0 
carrying on banking buainet~l ehould be examind with n view to introducing legisla- 
tion to bring them within the purview of the Bill. 

(B). Pending the enactment of the Banking Companies Bill, 1946, and with 
a view to controlling the unplanned expansion of branchea and checking certain 
nndeeirable developmenfa such as excessive expenditure on brnnchee in relation to 
their resourcerr, employment of nntraincd staff etc., aBill for the licensing of bran- 
ch- of banking companiea was introduced in the Assembly on 4th November, 1946. 
h r  being approved by the legislature, the Bnnking Companies (Restriction of 
Bmches) Act, 1946 received the assent of the Governor-Qeneral on 22nd November, 
1946 and became effective from that date. 

The Act lays down that no banking company shall open a new branch or 
change the location of an existing branch without obtsining prior pennimion in 
writing horn the Beaerve Bank which before giving such penuisaion to  m y  bank 
would take into cumideration its hancinl condition and history, tho gencral character 
of it6 management, the adequacy of its capital structure and earning prospects and 
the public interest t o  be served by the branch and if necessary and with the previoua 
8 p p 1 ~ ~ d  of the Central Government cause an inspection to be made of the boob of 
account and other document8 of the bank through a competent pereon. 



(C). Section 31 of the Reserve Bank of India Act waa amended on 16th 
November, 1946 putting on a permanent footing the ban on the issue of promissory 
notcs payable to bearer. m e  ban had been imposecl by the Qovernulent of India on 
18th May, 1946 by an Ordinance with a vicwtoputtingastoptotheunhealthy practice 
noticed in tho case of certain banka of issuing bearer promissory notee with a stated 
period of maturity, which in effect comtituted eubtitutea for currency notes. 

80. Nu.tid&inn oftlre&serve Bank of India.-A propoaal for the nation- 
alisation of the ReservoBank came up for consideration before the Ceatral k m b l y  
this year through a resolution moved by Mr. Tambuddin Khan, M.-h 
February, 1947. It may be recollc.cted in this connection that tho question as to 
whether the Reserve Bank of India should be a State or a shareholders' Bank, aroused 
some controversy a t  the time when the firat Reaervo Bank Bill for conatitutug a 
ahreholdera' Bank on the lhea recommended by the Hilton-Young Colnmisaion wns 
proposed by tho Government in Janunry, 1927. At that time the majority of the 
membera opposed the Bill on thc ground that a State Bank alono would inepire c o d -  
deuce among the peaplo and that a shareholdere' Bank would make domination by 
private financial intserests possible. An influeutial minority, however, argued in 
favour of a shareholdere' institution as, according to them, it alone would cnsuro 
freedom from interferencc in ita working by political partics. The Government was 
prepared to accept the majority propoaal for thc establishment of a State Bank but 
as no agreement was possible on the composition of the Directorate, the Bill was not 
proceeded with. !The Government, however, introduced another Bill in Jnnnary, 
1928 again proposing a ahareholdera' Bank but for technical reollona it could not be 
moved in the Assembly. mereupon they wanted to proceed with the old Bill but 
its consideration only helped to revive old controvereiee and the Government announc- 
ed on 10th February, 1928 that thcy had no intention then to proceed with the mattcr. 

Thc question carne to the fore again when the Whita Paper on the Indian 
Reforms made it a condition that before trnnafcrring responsibility for finance at 
the Centre, n R e s e ~ e  Bank free from political influence should be set up. A fresh 
Rexrve Rank of India Bill was drawn up and legislation waa introduced on 8th 
September, 1933. The Rill as approved by the Legislature became an Act in 1934 
and tbo Reserve Bank was haugurated on 1st April, 1935 as a ahareholdere' Bank. 

After the war, with the nationalhation of the Bank of England but more 
particularly with the formation of the Interim Qovcrnmont at the C c c e ,  tho demand 
for the nationalisation of the Rewrvo Bank of India wss revived in sections of the 
prem and the nonufficial rcsolution mentioned above urging nationalisation waa 
movcd in the Central Assembly. It, however, withdrawn on the assurance of 
the Finance Ncmber that Government would consider the proposition moet carefully 
and ayrnpatheticdly and if thcy were convinced that netiodieation of the Bank 
would bo in the country's intoreste, they would not haitate t o  take steps in that direc- 
tion. ! I l ia asanrance waa followed by an announcement by the Finnnoe Member 
in the courae of tho budget speech on 28th Fcbruary, 1947 that the Government had 
taken a decision to nstionalise thc Reserve Bank of India. W$wxqd : " I have 
since given further thought to  the matter and am convinced that the advantages of 
nationalisation outmoigh any possible diaadvantagea. I have, therefore, come to  
the conclusion that the Rewrve Bank of India should be mtionalieed, the time and 
manner of effecting the change being a matter of separate oomideration in due 
mm."  



" VII. CURRENCY 
A. CIRCULATION AND ABSORPTION 

81. Mvncy ~7upply.-The table on page 115 gives f g n e ~  of money supply 
in India, which is dcfinod as the total of currency in circulation p111s the demnnd 
deposits of banks (including tho Rmarve Bank) rr~inus cash reserves of hank9 (which 
include their depouih with the K ~ w N ~  Bank). T h i ~  covers all forrns of liquid asaets 
in tho count.ry ~ n d  includes not only what m y  be cnlld the " cash bahncert with 
the public " but also Govcrnmcnt deposits with the Reserve Bank of India, which 
may be wid to coutitute the "cash bnlsnces of Covement.  '' In the a.bsencc of 
accurate a t h a t e s  of the amount of smnll coin in circulation, the figures for total 
money supply, ns given in the table, exclridc small coin, hut the figurw for increases 
in moncy supply include also the incremes iu the circulation of'smnll coin. The 
figures for thc " cash baknccs with the public " are derived by dcducting from total 
money supply the deposib of Government with the Reserve Bank of lnda. 

Money supply (excluding smnll coin) averabed at  Hs.2,699 crorcs for the yenr 
1946-47 ar, against Rs.2,394 for 1946-46, showing nn increme of R8.205 crores. Money 
sl~pply ranged a t  relatively higher levels in the first half of the year when it averaged 
a t  )ts.2,620 crorcs and was appreciably lower in the second half of the yenr a t  nn 
average of Ks.2,579 crores. Thus, while st the end of the previous year it amounted 
to Rs.2,643 crores, it declined to Hs.2,tiGS more3 a t  the end of 1946-47. This fall, 
however, reflects a sharp decline iu Govcrnmcnt deposits with the Reserve Bank of 
Jndin which fell by Rs.94 (!roret3 from Hs.66G crorcs at  the end of March, 19.16 to 
H.s.462 crores a t  tha cnd of Mnrch, 1947. There was a net incrcasc of Ks.fl{i crores 
in the cash balances with thc public (including the increase in small coin) as comparcd 
with an increase of Rs.251 crores in 1945-46 and of R8.470 mores in 194243. The 
increase this ymr is &mall n.5 compared with the increases in prcccding yearn, reflect- 
ing a further deceleration in the r a h  of monetary expur~ion n o t i d  since the wartime 
peak of 1942-43. The fall in the rate of expansion is mainly due to the curtailmel~t 
of the Defence expenditlire of the Goverlmlent of India nnd that on behalf of the 
Allied Gorcrnn~cnt~ nnd to ,z negative balance of paymenkq during the year. 

82. Told Absorption of Curremy.-Statkment XLTI gives the annual absorption 
of notee, rupee coin a ~ l d  sniall coin since 1914-18. Statement XLIII gives similar 
f i g u r ~  on a monthly h.wis for 1946-47 and 1945-46. Thc total absorption of currency 
including small coin during the year wns lower at  Rs.31- 11 crorea as against R8.162-22 
crores in 1945-46, lts.231.64 crores in 1944-46 nnd Re.28'2.97 crores in 1943-44. 

The graph on pwc 116 shows ahsorption or return during the ycars 1944-45 to 
1946-47 separately for (i) notes, (ii) rupccs and (iii) small wh. The linear diagram 
a t  page 117 ehows the propwive absorpttion of notes, mpccs and small coin since 
September, 1939, while the bar ciispam on page 11 8 dcpich the absorption or 
return, month hy month, of notes, rupee8 and small coin separately. 

83. CircuIdion and Absorption of Notes.-Statement XLTV shows the year-end 
rigurea and annual averngetl of the total notea ieaued and in circulation (excluding 
Government of India one.nlPee notea ieeued in 1340) since the quinquennium ended 
1913-14, together with the perwntagc annual riw or fall in the circulation. lndia 
notes and Burma notes are shown separately for tho ycars 1937-38 to 1941-42. The 
fihpres for 194243 and later years relate to India notes only, as from June, 1942 
the Bank was relievcd of its liabilities in regard to B u m  no-. The decline in 



TABLE 29.-TOTAL MONEY SUPPLY IN INDIA 

(Rupees In uoreo) 

Ynrcli: 3farrl1 Xarch Msrch March Marth Uorc11 April IIsv Juae July AUK. Srpt. Ort. h'ov. Dec. Jan. Feb. March 
1911 1040 1943 1044 1915 1946 1947 1940 1 9 ~ b  104U 1046 1840 lU46 1940 1846 1916 1047 1947 1047 

Dep6l t3  w f h  t h r  Rceervc Bnok of 
India (cxcl~tdtng d~poi i t so t  Burnu 
(iovernrncnt) . . . . . . 

C~roh rcrrrves of baukn (eclrcduled 
a n 3  non-rclicduled)* . . . . 

Money Su pl j ercludlng r u p e  cola  
and smayl ;in ( I+?  i 3 - 4 )  . . 

Clrculatlv~~ of rupcc win . . . . 
Totnl Money Supply (ercludlug srnull 

coln) (5-6) . . . . . . 
Government d c p I t 8  with thc Re- 
serve U u k  of Indla . . . . 

Cnsb bnluncer wlth the publlc 
(cxdu3Log bnrall coln) . . . . 

6 4  66.2 1,WL 1,219 1,242 1,233 1,234 1,238 1,215 1,207 1,183 1,195 1,201 l,?25 1.228 1.23il 1,242 

337 643 624 735 1 730 798 740 758 i 6 0  783 iil 161 769 4 787 714 

10. Increase i n  Yonry Supply (cxcludlng 
rupee cvlu and irmallcoln) . . 48 191 430 401 407 496 -it! 8 - 2  - 4  25 36 -41 -29 26 -5 -14 -13 3 

11. Pernr1logdm~6ofinerrord .. .. 1?.5 4 J . 2  69-0  43.8 30.8  25.0 -3.1 0 . 3  -1.0 -1 .9  1 . 0  1 . 8  -1.7 -1.2 1 . 0  4 . 2  4 . 6  - 4 . 5  0 . 1  

14. Jncrtrae In Total Money Sl~pplp 
(10+1? 1.13) .. .. .. 85  203 487 505 180 0% ---U8 9.6 -21.5 -43.0 23.0 3e.3 -42.4 -28.4 24.3 -2.8 -13.i -12 3.3 

16. 1ncrrr.e In C.ovrrnmrst drpwib 
wlth the  Reserve Ulnk uflndin . - 1 1 17 05 1X2 273 -94 . . -31 -46 9 i  !?Y -35 -31 2 1 -14 - 4  10 

16. Increme In cash hnlnncri wit.h the 
publio(l4-15) .. .. .. S6 202 470 440 914 251 26 9 .0  9.5  2 . 1  - 3 . 1  i . 3  -10.8 1 .0  42.3 -7..3 0 . 3  - 3 - 4 . 7  

- 

Imms 1-0 : figurer as on lrnt Frldng. f October 1949. Yor s o a a  yerloda figurer relating t o  non-schsdubd banks are ertlm8tca. $ Itma l b l 8  : increnw over the prevlou~ year. 



the relative as well as the absolute expamion of note circulation, which began in 
1943-44 was furthcr accclcrakd during the year under review. Notea in circulation 
regietered fin increase of Hs.23.26 cmrw to R~.1,242-03 crorea a t  the end of 1946-47 
aij againtct Rrc.133-89 crores in 1945-46, Rs.202.39 crorcs in 1944-45 and Rs.238.91 
crores in 194:1-44. The annual rate of expansion declined to 2 per cent in 1946-47 
from 12 pcr ccnt in 1945-46,23 per cent in 1944-45 and 37 per cent in 1943-44. The 
average circulation for the year, having incrawl by 5 per cent, worked out a t  
Rs. 1,222.96 crores arc against b.1,162 - 64 crorea during 1945-46. 

t 

ABSORPTION OR RETURN OF NOTES, RUPEES SMALL COIN 
1944-45 TO 1946-47 

There waa a net absorption of notcs during all the months of 1946-47 except 
in July, A u p t  and September when there were returns of Ha.22.38 crores, Rs.8 - 68 
cmrm and Rs.18.93 crom respectively. The average monthly absorption (luring 
1946-47 declined sharply to R R . ~  -94 crores from Ra.ll.16 crores in 1945-46. As 
usual, thc month of Dccember witnetwed the msximum i n c r a e  in note circulation, 
the absorption of notes this year at Hs.23-69 crores, however, being the lowest in 
the month since 1941. During the h t  half of the year, note circulation showed an 
average decline of Rs.6-15 crores per month as aguin~t an average increaso of Ks.9-49 
crorea per month for the corresponding period of 194G-46. The eecond half of tho 
year, however, noticed an average rise in note circulation at  Rs.9.03 crorea per 
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month as against the monthly average rate of increase of Rs.12.82 crores for the 
second half of the year 1945-46. 

84. Circuktbn and Absorption of Rupees.-W ith the ceasat,ion of the legal tender 
character of the standard rupee coin with effect from 1st November, 1943, the quater- 
nary rupees and Government of India one rupee notes constitute as from that date 
thc total amount of rupee coin in circulation. The aggqpte  amount in circulation 
of the Government of India one rupee notes and quaternary rupees (first issud in 
July andDecember, 2940 respectively) stood ntHs.123-81 croreR a t  the end of October, 
1943. The circulation of rupee coin row to R8.137.33 crorea a t  the end of 1943-44, 
to Be.147-38 crores a t  the end of 1944-46, to Ra.lGS.73 crores a t  the end of 194846 
and to h.167-G7 crorcs a t  the end of 1946-47. 

The demand for rupee coin &owed a steep fall during the year under review, 
the absorption amounting to Rs.l.94 crores a0 compared with Rs.18-35 croreu in 
1945-46 and Rs.10.05 crores in 1944-45, the annual rate of e-xpansion showing a 
 harp decline from 12 per cent to 1 per cent. There was a return of rupee coin from 
July to November, 1946 aud ngain during Jnnua~y and March, 1947 totalling Rs.5 -75 
croree compared with a return of Ee.4.91 croreq during .4pril, July, August and 
September, 1945. The increase in circulation during the f is t  quarter of tho year was 
relatively large and amounted to Rsb.37 crores as against Ry.3.97 crorcs during the 
corresponding period of the previous year. 

During the year, the Bank received from tho Government of India, one rupee 
notes and coin on one occasion to the extent of Rs.6 crorcs, under Section 36 of the 
Heserve Bank of India Act as amended in July, 1940, against credita to Goverment. 
85. Absorptiora of S m U  Coin.-Statement XT-N shows tho annual ab~orption of 

smnll coin for each of the years 1919-30 to 1946-47 and average annual absorption for 
the two preceding quinquenniums. The decline in the absorption of small coin, 
though comiderable, was not as &cp as in the case of rupee coin and notes. The 
abeorption during the year was smaller at H8.5.91 crores compared with Els.9-98 
croree in 194546 and tho record figure of Rs.19.20 crores in 1944-43, indicating the 
contin~lnnce of the decline in the rate of abnorption noticed last year. The monthly 
absorption rnnged between %.!I3 lnkhv in May and Ks.23 lnkhs in September, 1946. 

The nb~beorption of small coin in the daerent circles during the last three years 
iY showu in the table below. 

TABLE 30.-ABSORPTION OF SMALL COIN BY CIRCLES. 
(In thaunanh of rupeeat 

Perranloye Percentup 
incrrmc ( + ) or incnocre (i) or 

Circle . . . . 1944-45 1055.46 r e  ( -  IWG.47 &~recrae (-) 
over 1944-1.5 over 1945-46 

Bornboy . . . . 4,67,75 2,03.19 - 4 6 . 6  1.61.97 --20.3 
Calcutta . . . . i,W,Hl A,W,03 -2,g- 5 2.4492 -55-0 
C S W ~ N ~  . . . . 3.t16.04 1,12.43 - 66.4 77,78 -50.9 
Kluachi . . . . 211,71 6.37 -76.2 3,2:3 -49 .3  
LL\ ~ O I O  . . . . I.(i9,?4 23.23 -86 .3  48,74 +23!3.7 
Muclras . . I,HR.03 1,OH.SS -12 .6  74.08 -31.7 

~otb . . 19,20,38 S.%B -18.0 490,72 -40.8 
There mas a, decline in the absorption of small coin i r s  cornpard with the 

previous ywr in all circles except Lahore, where the absorption at Ks.28.74 l a k b  
was higher by 23.7 per cent ovcr the prcvioun ycar. The maxirn~~rn decline occurred 
in the Citlcutta circle, followed by Karachi and Madras, unliko last year when the 
maximum decline in absorption was recorded in the Lahore circle while Calcutta 
acc;onntsL2 for tho srnallest decrease. Of the total absorption of Rs.6-91 crorea, 
Bombay and Calcutta accounted for Ks.4.07 crores or 68.9 per cent as against the 



corresponding figure of 74.9 per ccnt in 1M5-46, Calcutta's ehare as in the previous 
year being the largest at 41.5 per ccnt. 

86. Stmvna2 Move?nents of Currency.-Statement XLVI shows the periods of 
absorption and return of currency ~ince  1920-21. J t  indicateu a fairly regular season- 
ality in the absorption ant1 return of currency. The " bnsy " season when currcncy 
is absorbed begins usually in August, September or October-mostly in September- 
and encis after December, January or February, thuv having an average duration of 
five or six months. The " s1ac.k " S ~ M I L  of return of currency usl~ally begins in 
Jauuary, February or March and extends uyto July, Au,wt or September, the 
average duration beiq six or scveli months. In the pre-war years there wae a fair 
amount of regnlarit,y i11 the pcridicity of the busy lint1 the alack sensnns. 
The wartime lnonetnry espau~ion distorted this even mo\-ement. Thn pcriod of 
absorption that began in September, 1939 did not stop, as usual, in thn first quartcr 
of 1940, but corltinued until t,he end of Junc, 1940, there being a return of currency 
from July to Scptember. Again the next period of absorption begirming ui O(:tol)er, 
1940 cutended over June, 1!141 followc~~ 1)y a return of currcncy only during July, 
1941. Thcre wae continttcd rtbsorption during the ent.ire periocl from Aug~wt, 19i l  
to June, 1!344, n period during whjvh wartmime rnonct;rry exparivioll reached it5 peak. 
A e i n  there wa8 a return of currency only during July, 1944. The period of absorption 
once more exte~lded born August, 1944 to June, 1945, a return of currency taking place 
again iu July, 1948. The ncxt 1)eriod of absorption which began in A u ~ m t ,  1!).15 
endcA after L)cccml)er, 11146, thcrn 1)eing a, return of currency duruig ,T;innq, 1946. 
There was an absorption of currcncy during February to Juno, 1946, n pcrid which is 
otherwise covered by the tllvcli mason. The retiun of currency bcgan once again 
in July, 1946 j~nd ended after September, 1946, them being an absorptiou of currency 
from Octohcr, 1946 to Rlarch, 1947. Thus, the tide of (:urreucy exyamion during t,he 
war, resulting from st.ei~dily gronng Ciovernmental outlays, suhmergad tho seasonal 
ebb and flow of currcr~cg. However, thc month of July appears to mmk t,he hottonl 
of the slack scn.son, ant1 despite the rking wart.imt? trend in currency circulatiou, 
thc scimonal fall in the tlcmand for currency, reaching it8 mn.ximum i l l  July asscrtod 
itself in 1941, 1944 nncl 1945 when returns of c:iurency were noticccl in that m0nt.h. 
With tho entl of t,he war, nltl~ough thc tempo of currency expa~lsion slaclie~led 
appreciably, scnsonality dicl not  immediately rcappcnr, and cnrrenc:y al)soq)tio~~ was 
noticed in thc slack nionth.. of Pel)ruary to Junc, 1946. The return of c:ilrrenc:y 
from July to Scptcml)er, l!)~l(i, would, however, appear to indicate thc beginning of n 
process of ret.iim to nornnll c:ouditions and the reappearance of currclicy trc~lds in 
conformity with the  nor~nnl sc!:lsorlill pattern. 
87. Xote Circulnliotl unci Lkt)~n.nd I)ry)osils.-Thc follo~ing tal~le gives c:omp;trn- 

tive fiprecr of thc changes in note circulation an(! t.he demand deposits of sc.hedulcd 
I~iulku since 1942-43, on a half-yearly basis. 

- TABLE 31.-CHANCES IN NOTE CIRCCLATION AND DEMAND DEPOSITS OF 
SCHEDULED BANKS. 

(111 cron:s ~ T ~ I I I > I V ~ )  
10.12-43 I !l4:i-4 t 1314-45 11145-Jii 1940-47 

Allril Oct. Apri l  Ort. Al.ril 0 4 . 1 . .  April 01.1;. . Apri l  Out. 
to Id) In  to t.o lo 4 to 11, 11, 

S e l ~ t .  3klri.h Sept. MIIWII S ~ p t .  Ynrch C ~ : I I ~ .  f4sra.l~ Bnpt. Nn!.ch 
I .  soto rirr~~lntiao at  t h o  cod of prriocl 408 ti51 db4 5% i t 4 1  1 ,:)s5 1, I 82 I?ZI!) I ,  I$S 1,:~: 

1 1 1 ~ ~ r ~ ~ ~ u ~ :  
2. u i  t h e  i t  . .. 110 153 113 118 50 1 1 1  57 57 --:I1 34 

'Cl l?bc 
i~urra*n 

2. pcrcc~rta~c -- - .. . .  .. - " Y  31 17 1.; 7 1; 5 : -3 (YFrmur. 
4.  Lh!nlnud dcpuiil,~ at thc end of lsriud 3lil 371) 11111 4 5 9 4 701 ;~!j ~ $ 1  

hrn.wr (IurLg thc pcriod . . . . 91 92 1)11 t i#  6.1 J 49 : 47 -..I;; 
5. 1iiiKdW 

incrrcr8r 
~ . ~ o r c e n l ~ J t ~ ~ ~ ; ~ -  .. .. .. Jn I <  24 1 4  1: 2 S :/ 7 --:I 



Before the wartime expansion of currency and credit got under way, opposite 
trend8 were witnessed in the movements of the voluule of currency circulation and 
of demand deposits in the buqy and the alack seasons. Note circulation tended to 
rise and demand deposib to  contract in the burry mason aud ?rice versa in the slack 
eenaon. During the war both deposits autl <:nrrcncy circulation continued to 
expand, the incidence of the sarxons being reflected in their varying ratca of e-qrrn- 
sion : there was a greater percentage u~crensc in deluund deposits than in note circuIa- 
tion during the first half of the year corrcspondinggcncrally to the slack senson, while 
a comparatively larger expamion in note circulation than in deposits occurred in tho 
eecond half of the ycar, wl~ich corresponds to the lrusy seauon. Duriug tbe year 
under review, the prc-war tendeucy for notes in circulation an11 demand tfapsits to 
movo in oyposito clirections during the different seasow reappeared. In  the 
first, half of thc year notcs it1 circi~lation declinccl by :I per ceut as ngaiuat nn 
increase of 7 per cent in demand dcpasits while in the second half, notca in circulation 
showed ti rise of 5 pcr cent agninvt a fnll of 9 per cent in demand deposits. This 
emergence of the normal ~eaaonsl n~ovcinents in currency and bank deposits followed 
the slowing down in tho rate of monetary expnnsion nfitnesscd during the war yenrs. 

88. Circultzlion of Xolcs n)uE Coin t)y T)ozot~ii~iutiwzs.-State~nent XLl7I shows the 
circulation of notcs by denonlinations for the years ended 31st March, 191 4 and 1921-35 
and for the yearn ended 31st Dcccmber, 1935-46. The dmominatinnal pattern of 
note circnlation urc~crweut ;r considerable rhnnge as a rrfiult of the promulgation of the 
High Dcnomiuation Bank Kotcs (Dcmonc.tisatiuu) Ordinance 1!)4fj, issued in Jenunrp, 
1946, under which notes of the denomination of Rs. :NO and above ceased t,o bc legal 
tmder. These 11ote3 were cxcha~lged during the ycar for notes of lower tlrnominations. 
The amount3 of notes of these dcnoluinations ouhtanding on Ylet Dcccmber, 1946 
were Rs.3 Inbu in the case of Rs.%)O denomillation, Rs.1,31 lah-hs of Ks.1.000 dcnoml- 
nation and Rs23 lakhu of Hs.lO,OOO dcnominittion, as against Hs.26 lakhs, Rs.113.:37 
l& ant1 Rs.18,46 litkhs respectively on :Ilst Deceniber, 1945. The cnculation of 
Re.100 dcnomhat,ion fell from Hs.495,84 1al;llu at thc end of 1946 to Rs.488,71 
lakhs n t  the end of 1916. I ts  prolmrtionate nhnrc in the tot8nl circulation also Jell 
from 41 - 2  pcr ccuL of thc gross cirmlatiou of all notes except Hs.lO.000 a t  t-he end of 
1946 to :1,4-8 per cent at, the end of 1916. Agninst this thcrc wuu n greater propor- 
tionate increave in thc circulntion of Its.10 and Rs.5 denominations, whose shnrc of 
the g o s  circu1;ltion eacl~~diag Hs.10,000 notes rose from 35-3 pcr cent ancl 12-8 
per ccnt resprctively at the end of 1945 tu 48.3 pcr cent and 15.7 per cent a t  the end 
of 19PG. This was in rcversitl of the trend noticed since 1939 for the proportion of 
lZu.10 nnd Hs. 5 1i~no~n111;ltioi~ to d~'(:lint: ns %gailst thc tendency of the proportion 
of notcs of lts.100 tlenominatiorr nntC abo\e to rise. Xs.2 dcnonJnntiou also 
maintained its teutlency to rixc:. thc circulot,ion nt  the end of 19,1(i being Hs.23,42 
1akh against Rs.14,43 lakLs a t  the cncl of 1946, the proportionate s h e  rising from 
1.2 per cent to 2 per cent. Statement XLV shows the ula~rpt ion of small coin by 
denominations sinac 1W9-10. Thc steep full in thc absorption of all denominatio~~s 
of snlall coin escrpting pice picccs noticed last year continueti dnring the year 
under review ar~tl extended to pice piec~q also. 

B. MISCELLANEOUS MATTERS CONNECTED WITH CURRENCY 
AND COINAGE 

80. Tcrntinutio~z of Joinl n10nctnn~ Aw(~wgernmkr with Burma.-On thc ove of 
separation of Burma from Tndia, an Agreement, embodied in the India and Burma 
(Burma Monetary hangamcnts)  Ortfrr, 1937, was arrived a t  betwccn the two coun- 
tries, with thc object of cau9ing the least poseible disturbance in the currency systcnls 



of India and Burma during the initial stagcs of separation. Under this Order, the 
currenciea of both countries were to continue to be cloacly linked and managed by 
the Reserve Bank of India. Provision, however, was made for tho  issue of distinc- 
tive bank notes for Burma immediately on political separation in oder  to facilitate 
the division of currency profits. Burma was also authorised to have local coinage 
of a denign differcnt from that of India. 

Although a t  thc time of separation it was anticipated that Burma mould be 
in a position to cvolve an independent currency ~ystem at  the cnd of an initial period 
of three years, lndia and l3nrtna continued to work under the joint monetary arrange- 
ments until the spring of 1942, when under the &reas of the Jnpnncse war, the 
Government of Burma and the officc of the Rescme Bank of India i11 Rangoon 
temporarily moved to India. In Jtme, 1942, tho responsibility for Burma notea 
wns transferred from the Rewrve Bank to thc Government of Indh along with the 
assets held by the Bank a~ cover against thcsenot.,  thcintention being to hand over 
the liability along with the aasetu to the Government of Burma as soonas they re- 
estnblished thcmsclves in Burma. 

Att vast quantities of Bilrma notea of the old design were in the possession 
of the Jnpnncse, i t  was dwidcd to treat thcse w a dead currency, suitable arrange- 
ments for the redemption of which wo~ild be made when conditions permitted, and 
in the meantime arrnngcmcnts were made for the use of Indian currency for meeting 
currency requirements in the early stag- of rosccupation. The British liilitory 
Adminietratian in Bunna, issucd on 1st May, 1M5 a proclamation dcfining the 
 tatu us of tho variow types of currency circulating in Burma. I n  t e r m  of the 
Yroclametion, Japanese currency which had h e n  put into circulation by the Japanese 
(luring the occupntion ceased to bc legal tendcr. B u r m  notes of Rs.6, Rs.10 and 
Rs. 100, Indin notes and coin and the Military A(hinistration'~ ' occupation notes ' 
(which were India notes bcnring the inscription ' Military Administration of Burma, 
Legd tender in Burma only ') wcre declnrcd legal tender. Burma notes of the 
drnominntions of Hs.l,(K)O and Hs.lO,oW were demonetiaed, though an opportunity 
was givcn to holdern of therrc notes to exchange their holdings in Ice1 tender currency 
on satisfying the Military Administration a8 to their he. Consequently when 
the Goverwent of Burma were reestablished in Burma, payment of these notes 
watt made to holdcrs only on thcir fulfilling the requirements prescribed in the Ex- 
.change of High Uenominntion Burma Notes Rules, 1946 framed by Government in 
pursuance of the Burma Notes (Payment Restriction) Act, 1946. The time limit for 
the payment of the notar was fixed upto and including 31st December, 1946. The 
R e , r ~ , ~ e  Bnnkrc-opened in Rangoon on 20th August, 1945 and were appointed bankers 
to the Military Ahiniutration. Thc responsibility for the management of the cur- 
rency, however, continued with the Xl ib ry  Administration, the Reserve Bank being 
responsible for out certain ndministmtivc functions in rc.spoct of the note 
issue in Burma. Following the end of the military regime on 31.4 January, 1946, the 
Govcrnmcnt of Burma took over tho responsibility for the note issue in Burma, the 
Heserve Bank continuing to act ns Government's agent in currency m a t k r ~  and as 
banker to Government and other banks. The currenciea of India and Burma, 
however, continued to be linked tugcther by tho facilities for the free exchange of 
Burmese and British India currency through the Reserve Bank. The oatstnndinp; 
liability for the prc-mar issues of Burma notes, which had been transferred from the 
Reserve Bnnk of India to the Government of India in June, 1942 was tramsferred to- 
gether with the assets held against them, to the Government of Bunna in Junc, 1946. 



I n  June, 1946, the Government of Burmn decided to sever the currency link 
with India and to establish an independent currency to be managed by a Currcncy 
3oa.d in J~ondon with offect from 1st April, 1947. Authority was takcn by ;in Order- 
in-Council in r l u b ~ ,  1946 to amend the India and Burnia (Burma Monetary Arrange- 
ments) Order, 1937 with a view to terminating thc joint rnonetary arrangements with 
India by ~ i x  month' notice. Thc notice, which waa servcd on the Corernor-General 
with effect fiom 1st October, 1946, expircd on 8lst March, 1947 and with it the 
currency system of Burma,  war^ delinked from that of Indin. In order to enable 
the Reerve Bank of India to wind up its nft'ain in Burma, the Reserve Bank of 
India Act, 1934 was amended in March, 1947 to provide for tohe deletion of all 
references to Burma appearing in the Act. The Reserve Bank's ofice in hngoou  
formally ceased to funlction iu that country on 1st April, 1947. . W?nr 

90. E m ~ h m e n t  of Burma h.'oles.-With a vicm to meeting the co~ivenicnce of 
the increasiug number of ropatriates from Burmn, the scheme! for encashment of 
Burma notes in operation last year ((vide pnra 78 of the &port for 1945-46) was 
modified during the year ur~tier review. Under the n~dified achemo, which was put 
into forcc in September, 1946, encashment facilities were extended to more centres and 
different agencies and the previous forormslitics regarding the protluction of certi- 
ficate~ of born$& posmgsion have h e n  dispensed with. Exchnngcs are now mnde 
on pnyment of commission of four snnes per cent, subject to a miuirnum of four 
nnnas, the commission being intended to cover tho expenses incurred by thc several 
agencies though which the encashmentsl are effected. Thc new ~cheme is operative 
nt the following centres. 

(a) Officcs of the Reserve Bank of India at Calcutta, Bombay, Rladras and 
Karachi. 

(6)  Offices of the Imperial Bank of India at  Chittngong, Vizagapatam, 
Cochin, Tuticorin and Negapntn.m. 

In addition, encadmcnts are also allowed a t  treasuries a t  Imphal, Aijal, Port 
Blair and the sub-treasury a t  Marghcrita. Encasheuts a t  these offices nrc, however, 
made a t  par. 

The amount of Burma notes cncashed (luring the year 1946-47, including. 
those encashed at Rangoon came to Ks.8,40,67,6% a9 against Rs.9,95,45,870 during 
1946-46, thc bot.al value of notes tendered since 5th January, 1942, when the olliceti 
of the Reserve Bank of India were first aiit.horieed to encash Burma notes aggregating. 
Rs.25,18,71,120. 

91. L ) W i s d i o n  of High Llen.omin.ution Notes.-Applications for the 
cschange of high denomination notes continued to be received during the year under 
review. Those received upto 2Gth April, 1946 were denlt with in tenas of the 
notification of 26th January, 1946, undcr which the Governor and the Deputy 
Governor of the Bank wew authorised to  allow exchauges upto and inclutlive of 
26th April, 1'346. Applications received after 26th April, 1946 wore considered by 
the Government of India, the Bank effecting the exchanges subject to their approval. 
Arrangements wero also mnde with tho Britiah Consular Authorities in foreign 
countries and Central Banks in counties like tho United  stat^, Canada and South 
Africa, for the exchango of holdings, if any, of high denomination notes belonging 
to persons residing in thoae countria. 



In view of the ample time already given to all bona j& holdcra of high 
denomination notes to exchange their holdings, the Government of India announced 
in a pms note ietlued on 28th February, 1947 that no further claim for the exchange 
of high denomination notes would be received nfter 28th Febmay, 1947. The 
tahlc below shows the nmonnts of no& of the denominat.ions of R8.500, Rs.1 ,OM and 
Hs.10,000 exchanged upto (i) 31st March, 1946, ( i i )  26th April, 1946 and ( i i i )  31st 
March, 1947. 

E x c h a n g e d  u p t o  
Denomination - -. -- -- 

Ra. Birt Ynrch, IW(I 26th April, 1W 31st March, 1947 

Total . . 123,36,52,500 124,15,10,500 134,72,97,000 

92. Changm is the Form of Noles.-No alterationu were made in respect of 
paper, size, colour etc., of notee of vnrious clenomirmtions (including the Government 
of lndirr one rupee notes) issued during 1946-47. 

98. Olcl Noh.-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 ehall be deemed to be no longer in circulation. Tho 
value of currency notes written off under this Section dnrirlg 194346-47 clmou~lted to 
Rs.1,77,490 (excluding Rangoon) comparcd with H8.1,40,150 in the l~revious year. 
Noks amounting to Hs. 1 ,@2,200 (exc,luding Rangoon) which bod beeu previously 
writtcn off under this Section wcre presented for payment and were paid by tho 
Banking Department during the year. The following table gives the value of notes 
mitten off and refunded over the pa& t h c c  yearn. 

Y111ue of Notea writtcn off at the end of 
t11n year . . . . . . . . . . 1;29,l 1,40,160 1,77,400 

\'due of Notts rcfundcd during tho year H.840 6,710 1.04,200 

Excluding Rangoon, 

94. Lost, Destroyed and Mutilatsd Notes.-The table below gives details of 
lost or wholly destroyed, half, and mutiIated notes in respect of which claim were 
admitted during the year. 

No. of No. of Amount of Amount paid 
rlnima piece8 claim6 ngsinst 

admitted admitted cluimr 

Lost or wholly destroyed n o h  . . 357 852 107,150 27.100* 

Yot.ileted notes : 
~ e g i s t e ~ d  . . . . . . . . ~ . m  9,647 10,92,91o 7,6u,670 
TJnrgietered . . . . . . . . &,I473 2,67,726 l6,i0,05) 15.05.549 
(hvcrnmcnt of India one r u p  

notea .. .. .. .. 31,689 3,16,2W 3,19,a?2 3,08.526 

Rmprmnt,~ nmcbunt paid during 1946-47 in mpect of claime admitted in previous yeam. 
Excluding Rangoon. 



95. No& Forgeries.-The total number of forgcd notes (including Goverrunent 
of India one rupee notes) receivcd during the year showed a considerable decline and 
stood at  9,861 {excluding Rangoon) compared with the record fignre of 2:1,7% in 
1945-46 and 12,G7ii in 1944-45. The distribution of note forgeries according to  
deuorninations for the lnst three years is given below. 

Year Re. 1 R R . ~  Ks.5 Rs.10 Rs.54 Hn.IW Rs.500 Ral,OW 
Govcrnmont 

of India 
Not€# 

1 946-47'. . . . l ,Xi7 254 831 7.229 . . J 3 . . 1 
l r M .  .. 12,:IOG 5S4 494 10,389 . . 17 I 1 
1944-4.5 . . . . 4,WLO 2,599 362 4,894 I 9 . . . . 

* Excluding Rongoon. 

The largest  lumber of forgeries waa in rcspeat of the Hs. 10 notes st 7,229, 
this being 78-8 per cent of thc total. Of these, forgcrics received in the Calcutta and 
Cawnporc Officecs ni~mbered 3,840 and 1,652 retlpectively or 53.1 per cent and 22-9  
per cent. k'orgcrics in rcspect of the Government of India onc rupee notes a w e -  
gntd  1,537 or 15-6 per cent of the total, rtucomparcd with 51.7 per centin 1945-46 
and 38.0 pcr cent, in 19114-45. Tho number of forged notes of all denominations 
detected amounted ta 5,290 in Calcutta, 1,998 in Cawnpore and 1,109 in Bombay. 
The following table gives certain pnrticulars regarding pmvecutions on account of 
forgeries for the pant t h e e  years. 

Y oar Fmh I'encling at Total Discharg~n Convictio~~s Pending 
prowutione the end of trials 

the previoue 
year 

1046-47. .. .. 4 I 39 80 13 10 57 
-r  1 % 5 4  .. .. 36 38 I 0 I8  I S  39 

1944-45 .. .. 51 15 60 15 15 36 
Kxclading Rangwl~. 

96. Coitqe.--Statcrncnt XLVIII gives mintage of rupee coin ~ince 1835. 
Rupes were not minted between 1922 and 1940. Xupcc coin rninted cluing 1946 
~lnounted to Rs.3-49 cwrev against Hs.22.59 crores in 1945. The following table 
~ l ~ u w s  the total mintage of rupee coin and the various denominntiom of small 
coin during 1946-47 at  thc Bombay, Calcutta and Lahore Mints. 

TABLE =--MINTAGE OF RUPEES AND SMALL COIN BY DENOMINATIONS. 

J)coomination llombay Mint Calcutt,a Mint Lahore Mint 'rd 
Its. 11. Rn. a. Rs. a. . a. 

Quatcn)sry R u p u  . . 7S,72,(W O .... 92.28,532 0 170.97.532 0 

Kickrl Half Ruycc.s . . 265,00,000 0 .... .... 265,OO.OOO 0 

,, Quartcr Rupcee . . 309,00,000 0 . . . .  .... 209.00.000 0 

,, 2 annas . . .. 37,37,W 0 UI,6B,500 0 26,02,500 0 125.05.500 0 

. 1 nnna . . . . 31.43.7W 0 (16.85.000 0 20.17.W 0 117,25,150 0 

., 4 nnna . . . . 10,06,3Xl 0 29,24,505 15 12,33,376 0 51,64,390 15 

Single Pice . . . . . . 5,72,%M) 0 12,02,474 24 17,53,403 2 353,377 44 

T d  . . 637,32,000 0 168,57,740 14 168.31,810 2 974,21,$50 3) 



In  view of the inadequate supplies of silver, the prevailing high price of the 
metal in India and the obligation to return in kind within five yeam after the end of 
emergency the 226 million ounces of lend-lcasesilver received from the United States 
between 1943 and 1945, the Government of India decided to discontinue tbe minting 
of thc quaternmy half and quarter rupee coins of one half fiueneytl. By n notifica- 
tion dated 23rd May, 1946, thc Central Government directed that half and quarter 
rupee coins of the a m e  sizc and weight as the quahrnnry coins shall be minted in 
pure nickel. The new coins, which were fimt issncd from the Bombay Office 
towards the end of May, 1946, are of the rrame sizc and weight ss the quntcrnary cobs, 
but have a different design and plain milling instead of the security eclge. !Che new 
dwign, in which the marginal bend8 both on the obverse and reverse have been 
omittcd, bears on thc obvetse the Eiing'e effigy with the worh GEORGE VI I i IXG 

F ~ P P R O B  and on the reverse a tiger, the word India, the year of issue and the 
denomination in English, Urdu and Devnagri scripts. 

The Indian Coinage Act, 1906 (TU of 1906) did not pcrmit the minting of coins 
higher than eight anna pieces in n rnctal other than silver. An amendment to the 
exiating Act was, thenfore, ncccssary for the introductiou of the, nickcl rupee which 
Government propo~ed to issue. Under modern conditions whcn the nature of coins 
as tokens of value is well underutood, Government deem the use of t i  metal of high 
value like silver for coinage ns unneceawy and wasteful. Baritles, a large section 
of the Indian public is now accutomed to using notes nntl prcfcrs the paper rupee. 
The need for a metallic rupee to tbt: cxtent it ie still in demand can be met by t h e  
w e  of a metal like pure nickel which is superior to ~ilver for coinage purposes. The 
elimination of silver from the rupco coin will atso :facilitate the return of Icnd-lcase 
silver to America. With this end iu view, tho Finance Nember introduced in the 
Central Assembly on 17th E'cbmuy, 1947 a 13iLl to further amend the Indian Coinage 
Act 1906, authorining the Government to k u e  all coins, inc ludq  the rupee in  any 
metal. The Bill was pt~ssed on 10th April, 1947 and received the assent of the 
Governor-General ou 18th April, 1947. The existing quaternary rupees, half 
rupee8 and quarter rupee coim shall continue to be legal tcnder. In the cane of thc 
half rupee coin, thc existing position was t h d  the silver half rupee was IegnI tonder 
for any amount but the nickcl half rupee only for a sum not exceeding one rupee. 
Under the Indian Coinngc (Amendment) Act 1947, d l  half rupce coins are legal 
tender for n sum not exceeding ten rupccs while c o b  of smrrllcr denominatiom would 
continue to be legal tcnder for one rupee as before. 

The issue of quaternnry rupee coin wa- also discontinued from Junc, 1946. 
The mintage of quaternary rupee win sinco December, 1940 whcn they mere first 
hoed ,  npto July, 1946 amounted to Rs.lO6.75 crores. 

97. WilMrawal of Silver Coin.-All Victoria and K q  filward VII  rupco and 
half rupee coins were withdrawn with affcct from 1st April, 1941 and 31st May, 1942 
respectively and King George V and King George VI standard silver rupee8 iind half 
rnpees were called back with cffect Erolu l ~ t  May, 1943. The amount of rupec coin 
withdrawn from circulation duriug the last three y e m  is given below. 

(In Iakhs of nspaos) 
1W4ri 1 W-46 1 W - 4 7  

W i h m  IV 1835 . . . . . . . . 0-01 .... .... 
Queen Victoria 1840 . . . . . . 0.07 0-01 0.01 
Stsadad silver Rupeea . . . . . . 50.25 13-39 3-88 
Other uncurrent coin . . . . . . 0.80 0.12 0.18 
Defective Quaternary Rupeee . . . . 0.27 0-21 0.17 

Total .. 51-40 13.73 3-21 



Undcr the Indian Coinage (Amendment) Act, 1918, silver two anna pieces are 
no longer coined and issued. The coin, however, continues to be legal tonder. Thc 
standard silver four annu coin also continues to be legal tendcr. 

8 Withdrawd o j  , fupo-~~icke l  and Cwpper Coin.- Eight anna cupro-nickel 
con5 were withdrawn under Section l 5 A  of the Indian Coinage Act, 1906, with effcct 
from 1st October, 1924, and are now received a t  the I m e  Offices only. Douhlc pice 
c o b  are also being withdrawn from circulation but are still received st thc treasuries 
and tbc h u e  OiEces. The total nominal value of uncurrent coin and badIy worn 
and defaced nickel, copper and br;rm coills withdrawn from circulatiou during the 
ymr was a!! follows. 

. . . .  . . . .  Cuyro.nicke1 eight anno 
Unrmrront Coin 

I3ronze doublo  pic^ . . . . . .  
(&pro-nickcl-14,'- . . . . . .  

. . . . . .  I -111- .. 
%dl7 worn aud defeoed nickel 

copper and brim coin . . . .  -If 1- .. . . . . . .  

Single pic0 . . . . . .  
Half pice.. . . . . . .  

1 Pie pi-u . . . . . .  

Total 

Ks. a. 11. 

. . r13 8 0 

. . 415 2 0 

. . 1,74.781 4 0 

99. Countmfeit Coin.-The following table gives the number of counterfeit 
coin by denominations cut at treasuries and railway stations during tho three yeam 
1944-45 to 1946-47. 

1943-47 1 BZ5-46 194445 

Silver h'ickel Silver Niekcl Bilver Nickel 

.... .... Rupee8 . . . .  7.846 .... 0,056 7,143 

Half Rupcos . . 9,323 366 9,203 10 4,881 2s 

~ a r t e r  Rupet!~ .. 10,783 3,787 v .79~  3,170 7.1 13 1,400 

Eighth Bupees . . 8 1 G9.Gt 1 142 40,530 93 18,300 

.... .... One Anna . . . . . . . .  8,795 4509 3,241 

.... .... Half Anna . . . . . . . .  9 L ..,. 3 

10t.l . . 28,033 82,660 n t s s  ram 19,230 22.975 



STATEMENT I 
JNDFX NUMBERS OF IYROLESALE PRICEB AND COST OF LIVIN~ IN INDU AND CERTAIN 

OTHER COUNTRIES SINCE 1938 

(JANUARY-JUNE 1939=100) 

(Reference paragraphs 2 & 21) 

India U. K. U. S. A. CPnads Auetrcrlia 
Calcutta Bornby 

3.' C 1' C l? C P C P C 
{Original Baee. July 1914 July 1933 1930 July 1926 1935-39 1926 1935.39 1028.29 1923-27) 

to 1914 
Junc 1934 

3944 Jannrry 
February 
Mrrah 
April - 
M8y .. 
June . . 
July . . 
August 
F+.pLember 
October 
Novembor 
Draernhr 

l a 6  Jhnarrry 
February 
Maroh 
April . . 
Yay .. 
Juno . . 
July . . 
A u w t  
September 
Octolcr 
November 
lhmber 

1040 January 
Fcbruruy 
March 
April . . 
May . . 
,Tune . . 
July . . 
Anpaet 
Raptamber 
Oatnber 
Novern ber 
Deoembet 

128 
128 
inn 
128 
128 
130 
la1 
130 
130 
130 
130 
131 

. . . .  i047 January 377 268 187 133 186 151 I58 126 141 ..- 
Febmry . . . .  382 '254 188 132 189 1 1 6 1  127 142 .... 
March . . . .  874 260 189 1 D  196 157 1M I28 .... I27 

P-FVhokulo Prices. GCost of Living. Sourms : C a l c u t k - W n  Trade Jnnrnal (P) : Bombay-Iabour Gazette 
AC) ; U.K.-Boud of ! b d e  (P) ; Minietry of Labour (C) ; U.8.A.-Bwcau of kbour Ststiitics (P.O.) ; C.&Dominion 
B-u of Ststltica (P.C.) ; Awtmb-Monthly Bulletin of St.tiaiioo, Unitod Nations (P.C.). 

1 9  



STATEMENT 11 
INDEX NUMBERS OF WHOLESALE PRICES IN INDIA BY GROUPS OF ARTICLES SINCE 1939-40 

(Average of weekly jgurcs) 

(Week ended 19th Angust, 1939=100;  sour^ : Economic Adviser to the Government of India) 

(Relerence paragraph 21) 

Year Agricul- Primary Manufac- Chief Ar- Industrial Semi-mano- 
and turd Corn- Raw Commocli- turd ticlne of Food Raw fncturarl 

Month modities Materials t ipa  Articles Export ladu drtiolee f Materialstf ArticlcstC 

April 1944 
May ,. 
June ,, 
July *. 
August ,, 
September ., 
October ., 
Novernbcr ., 
Decsrnbcr ,. 
Jaooary 1945 
February ,, 
fircb .. 
April ,, 
May 9, 

JuIe ,, 
July ,, 
A w a t  .. 
hptember ,, 
October ,, 
November ., 
hcembnr ,, 
January 1946 
February ,, 
March ,, 

April ,, 294-3* 206-1 250.3. 240-8 262.6' 252.P 244-6 282.2 
,, ?9BS3* 207.4 259.8' 239.2 966-7* 255-OS 242.0 288.9 

Jane , 302.8' 228.4 270.62 240.0 279-9* 28-5* 246.6 290.7 
July ,, 303.8' 245.7 275.7 260.5 289.6 270.1 248.2 296.1 
A q p t  , 303.6- 240.7 277.3 260.2 2'31.2 2'11.3 252.4 297.0 239.3G 
Beptomber,. 30!2.2* 243.2 277.7 248.6 288.0 271.1 263.6 292.9 239.2 
October ,, 921-i* 239.1) 296.9 262-8 303.2 281.5 256.1 303.6 230.7 
Nommber,, 338!0* 237.3 293.6 175.6 313-4 289.6 262.0 364.0 241.8 
D-mbar ,. 3 2 6 ~ 0 ~  236.11 287.6 977-8 310.7 285.4 283-2 348.6 242.4 
Jsnasq1w7 314.6* 249.0 284.5 279.9 313.4 m-5 278.0 -343.3 241.1 
Fabmary ,. 324.8. 248.8 291-1 277.0 322.6 289.2 276.4 362.1 242.2 
Marell ,, 335.9 947.1 298.1 274.3 327.4 292-7 271-8 BB'L.9 24U.9 

. - -----.. -- 

B Seven monthr ended March, 1940. t Baee: I M ~  rsek of Atupat, 1939-100. t f  A new ~ r i m ,  figure8 for 
which are availabb from b y .  1946; (Bane : yeat ended Auguet, 1939rl00). $ Average for eleven months ended 
Msrch, 1946. ** A near wries. fig- for which are aveilable frnm the bst week of Auguut. 1046; ( B m  : y u r  cndud 
Awust, 1939=100). $0 Average for seven montbr ended ~ c c h ,  1947. @ Laat week. + Estimated. 
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STATEMENT IV 

Hrams~, LOWEST AND AVERAGE (MONTHLY) PRICES OF BAR GOLD AND SOVEREI~NS IN BOMBAY, 1946-47 

(Refeewe pragraph 30) 

Avemge 
Coid (per 6m tola) Sovereiglu estim~ted 

etockr of 
Zlpo t Settlement 7 

Mrmth 
2:: 20% 

Highest Lowmt Avmgef High& Lowest Average t Hiheet Lowmt Avemget in Bombay $ 

1946-4'7 Rs. a. p. Its. a. p. PA. a. p. Ra. B. p. Its. a. p. Xs. a. p. Rs. a. p. RE. a. p. Rs. a. p. (To1.s) 

April . . . . . . 
Msy .. .. .. 
June .. . . . . 
July .. .. .. 

C 

g A u p d  .. .. .. 
September . . .. . . 
October . . . . . . 
November . . .. . . 
December . . . . . . 

February . . .. . . 
March . . . . . . 

96 0 0 
(IS & 19) 
99 0 0 
(9 6: 4) 

103 0 0 
(7) 

84 4 0 
(17) 

93 b 0 
(14)  

95 10 0 
(78) 

05 10 0 
(24) 
(:\I 

The Trea~ury's prim of gold in the United Stator Wa8 unchanged at $35 pcr h e  ounce. The Tre~ury'r buying price of gdd in Londoa remained 
unchanged at fR-12-3 per fine ounce. 

Figores within brackets refer to dates of quotations. Average of closing quotations lor working days. 4 Average of week-end stoob. T( bfonthly 
from 16th April, 1946 to 19th Junc?. l!W and for~~~iglttly from 20th June to 23d Nuvambr; market (lor forwnrd busmoan] c l o d  Iron\ 16th May to 18th June and 
again from 24th X'orcn.ler to bi J i  hccmtcr, IMG ant1 two-montl~ly wttlcmcint thcreafkr. (8) Nut eva*lle. 



STATEMENT V 

HIGBEST, LOWEST AND AVERAGE (ANNUAL) PRICES OP GOLD AND SILVER IN BOMBAY SINCE 1926-27 
wrr~r IMPORT DUTIR~ 

Gold (per 6ne t&) Silwr (par l M  tolu &mu) 

Year IIighent Lowest Avetage f Import duty Highest I.Qw& Averago $ Impor1 duty 

Re. o. p. 

.. .. 21 11 6 

.. .. 21 11 3 

,. .. 21 11 6 

. .  .. 22 0 0 

.. .. 21 13 3 

.. . .  31 2 0 

.. .. 32 1 6 

. .  .. 34 12 0 

.. .. 36 13 3 

.. .. 36 12 0 

. .  .. 38 8 0 

.. .. 35 2 9 

.. .. 37 10 6 

.. . .  43 8 0 

. .  .. 48 8 0 

.. .. 67 12 0 

.. .. 72 0 0 

.. .. 96 4 0 

.. .. 76 12 0 

.. .. 97 12 0 

Hs. a. y. Ra. a. p. Ha. a. p. R.. b. p. He. a. p. Ue. 8. p. 

21 4 G 21 7 8 Nil 72 0 0 56 8 0 63 1 6 

21 4 9 21 7 0 61 2 0 66 8 0 69 3 7 

21 4 6 21 6 10 ,I 0 6 8 0  6 8 2 0  0 0 9 2  

21 6 3 21 7 6 $ 9  46 14 0 53 8 11 69 7 0 

21 3 6 21 12 6 1, 67 4 0 39 0 0 46 16 1 

21 3 6 24 4 3 1, 0 0 8 0  41 12 0 110 311 

28 10 0 29 6 2 9,  6 0 0 0  48 I4 0 62 11 4 

28 11 0 32 4 6 >a 50 11 0 5Z 15 0 58 010 

33 3 0 36 16 8 I 09 0 0 60 7 0 6013 6 

31 3 6 36 -1 11 1. 87 0 0 46 12 0 6 6 1 1  

33 15 3 34 12 6 6 0 8 0  47 0 0 6 0 6 8  

34 3 6 34 7 10 6515 6 46 1 0 61 4 1 

34 13 3 36 10 3 1, 53 1 G 48 2 (1 61 11 3 

36 9 0 30 13 11 ,, 44 7 6 56 4 8 6 6 4 0  

40 2 6 42 6 0 6413 0 54 10 0 62 8 0 

41 9 6 44 7 1 1  61 12 6 66 11 4 M 6 O  

44 12 0 57 10 10 ,P 116 8 0 75 4 0 0 4 2 6  

05 4 O 76 11 6 3 141 8 0 101 8 6 120 7 l l  

61 2 0 51 7 4 143 4 6 113 10 0 128 10 0 

63 6 0 S O 3 0  25 O 0 ( a )  159 6 0 118 0 0 135 1 11 

1946-47 . . . . 111 0 0 S 4 0  101 1 2  { 2;; 0 0 
I2 8 6 (b) 195 0 0 127 0 0 ( r )  162 4 10 

- --------- ..---- - 
3 Average of oloeing quotetions for working d a p .  t Gold exported fmm In&. Inchding Sumharge of 20 per cent. 

Nil 

(u) Effwtive from let, March, 1046. (h )  EBective frols 12th Auwt.,  1040. (c) Unoflicial. 



STATEMENT VI 

April 
,. .. 

BIB; 

1, 

1. 

I, 

I, 

June 

(Reference paragraph 30) 

Silrct (par 100 tolm ~IBU) Cdd (pm h e  t&) 

Premiam Premium 
of reedy Est,imated of resdy Estimrrtsd 
over sot- Stook, over mt- Btoch 
element (Bnrs) tlement (Tob) 

S p t  Settlement# rato Spot Settlement $ mta 

166 4 0 
l i l  4 0 . . . . . . . . . . 
175 11 0 
171 11 0 
102 0 0 
159 0 0 
155 8 0 
1G4 12 0 
1C4 12 0 
168 12 0 
I67 0 0 
1M 4 0 
104 12 0 
166 8 0 
184 6 0 
180 12 0 
16j 12 0 



Octobr 
.* 
.* 
L 

Norembcr 
.* 
*. 

I, 

December .. 

January 3 .. .. .. . . .: 163 4 0 148 8 0 4 12 0 1,600 
.. .. . . . . 137 8 0 15 12 0  

*I lo*. .  .. . . . . . . 146 6 0 142 10 0 3 12 0  1,500 102 4 0 101 8 0 0 12 0  10,000 .. .. ,. .. 131 10 0 14 12 0  9 4 9 0  7 1 1 0  - 
rr 17 .. .. a . . . . . 183 12 0 137 6 0 16 4 0  3,000 1 0 4 1 2 0  0 7 3 0  7 9 0  10,000 

a ,, 24 .. .. . . . . . . 165 4 0 143 0 0 12 4 0  3,000 105 8 0 08 6 0 7 2 0  10,000 
,I 31 .. .. . . . a .. 166 4 0  1 4 8 0 0  7 4 0  4,000 106 14 0 102 2 0 4 12 0 10,000 

February 7 . . . . . . . . .. 158 4 0 16010 0 7 1 0  0 4,000 107 6 0 10315 6 3 6 6 10,000 
*I 14 .. .. . . . . .. 198 0 0 140 5 0  9 4 0 3,uOO 107 4 0 10411 0 2 3 0  ~0.000 
~t 21 .. .. .. . . . . 164 12 0 148 8 0 G  4 0  3,000 101 0 0 01 4 0 3 12 0  30,000 . . . . . , . . 137 0 0 1 7 1 2  0  
ss 28 .. .. .. . a . . I 6 8 8 0  1 5 2 8 0  6 0 0  3,000 LOO 0 0 91 12 0 5  4 0 30,000 

. .  . .  . . . . 139 8 0 19 0 0 
March 'i+ .. .. .. .. .. 160 1 0 169 5 0 0 12 0 3.000 106 0 0 104 6 0 0  10 0  30,000 

.. , . .. .. 143 9 0 IG 8  0  0 8 1 4 0  G 2 0  
SI 14 .. .. .. .. .. 168 0 0 163 0 0 5  0 0 3,000 106 8 0 104 6 0 1 2 0 40.000 .. ., . . . . 166 0 0 12 0 0  1 0 1 0 0  4 2 0  
11 21* .. .. . . . . . . I65 R 0 162 0 0 3 8 0  3,000 1 0 4 4 0  103 4 0 1 0  0  46,000 . . . .  ., . . 1 6 6 0 0  9 8 0  1 0 1 4 0  3 0 0  
I, 28 .. .. .. . . .. 161 4 0 16014 0 0 6 0 7,000 102 8 0 102 8 0 - .  40,000 

1 6 5 1 2 0  5 8 0  1 0 1 4 0  1 4 0  
--.-- - .- - - -- 

* Market closed ; preoeding workiag dsy's qootetioar given. $ Slonthly from 29th hiarch, 1946 (16th April for gold) to 16th June (19th Jim for gold), 
fortnigLtly from 1'5~11 June (20th June for gold) t.o 23rd November. 1W6and two-monthly from nth Deccrnber, 1846 ; market (for forward buninoss) closed from 
16th hias to 18th Jnno  (for gold) and 15th June (for dyer) and again from 21th November to 8t.h December (for both gold and silver). 



PRICE OF SILVER IN LONDON, NEW YOHK AND BOMBAY (MONTHLY), 1946-47 
(Reference paragraph 32) 

Rbiofmam* ~ p ~ c a i n  
@m finc New Yo*** 

onnw) (per fine ounce) 
Highent, II@hcut, 
I.owart. Lowset. 

A-go f Averegef 

spot F~nrard Higheet 

1W6-47 d. d. ants .  Re. a. p. 
April . . 44 44 701 167 3 0 

(29) 

Pna in Bombay (per 100 t o h  gron) 
eatrmatsd 

stooh daring 
ibt s d - ~ n t ~  eaoh month 

la Bombay$ 
(in kre d 
a,8m tab) 

toweat Avorage t Hiyheut Lowest Ayereget 

Rs. a . p .  Re. a . p . h .  a . p .  & . a .  p . h .  a . p .  
159 8 0 163 10 1 165 7 0 158 2 0 161 12 11 2,260 

(3) (dl (3) 161 3 3 

J I ~ J  .. 44 44 Wt 170 4 0 160 4 0 161 4 1 170 4 0 150 0 0 ldl  4 10 3,025 

65+ H 
(1) (16) i l )  (16) 

A@ { zi6UIE{ 44 L BO# 17111 0 160 4 0 I67 4 2 171 0 0 162 4 0166 9 4 730 
5s-5jmA GS-~/IOA (10) (13) (10) (14) 

October 65 b 5 6 1  89- L 173 8 0 168 8 0 166 6 6 100 4 0 147 12 0 166 0 7 1.481 
190-ljl6A (lo) (29) (1)  (29) 

Novcmbor 651 56) ~a (a) (a) 151 8 7 150 4 0 142 14 0 140 11  7 4,544) 
(1) (22) 

Decembnr 551 
90i H 

55) { K3.r) IA 160 12 0 I37 2 0 143 11 4 153 12 0 127 4 0 140 7 0 1.111 
~ e - ~ l l t e  A (31) (9) (31) (9) 

142 8 0 122 4 0 132 8 8 

r tC3.79H 
(31) (10) 

Jbnuary 66) 70) L 157 13 0 148 6 0 163 7 6 161 0 0 142 0 0 146 12 11 2.600 
Mi I 1 G *  A (21) ( Q! (2) (9: 

I49 0 0 131 4 0 139 9 7 
(31) (9) 

- (10) (1) 

Figurea within brreket~ refer to &tea of quotations. t Avoragc of oloniq quotations for working daya. $ Avengo 
of week-end etocks. London 'l'reasury's price of silver for wscntialpurpoaw : Ud. per fine ounce from24th September, 

1 WG ; 55)d. per heounce from 6th Au st, 1946 and 44d. per fine ounce from 3rd Februsry, 1947. **Price of silver in New 
York: 7Ot aemt~per fino ommi from 1 0 t G o t o ~ r .  1946 ~ 0 3 0 t h  Juaq  IOM ; muketcloadfrom 1st July to l a b  Jub ; wntr 
per fine onnw from 11th July to 2nd October, 1946 ; 89 cents per fine ounce on 3rd October and9Of cents per fine ouncc from 
4th Octohr to 4th 1)ecember. 1916. 7 Montbly from 29th M.sroh. 19U1 to 16th June, 1946 and fortnightlyfrom 17th Juno  
to 2 3 d  Novem ber. 1946 : market (for forward bdntrue) o l d  from 16tlth May to 15th June and again from 24th November to 
nth Dcaember, 1946 and two-monthly settlement thereafter. (s) Not available. H = Higheet. L - luwait. A = Average. 



STATEMENT Vm 

IMPORTS AND EXPORTS OF GOLD COIN AND BULLION, 1946 

(Rgerence paragraph 34) 

NET IMPORTS (+ ) 
OR UrpORTs (-1 

Colt1 Sovereigns and Gold Sovereign8 end 
Bullion other Britiah TOTAL Bullion othor British TOTAL 

gold coin gold coin 

Quantity Value Quantity Valuo Quantity Vnlue Quantity Value Quantity Value Quantity \'abc Quantity Value 
in in in in in in in in in in in in in in 

ounces rupees ounces r u m  onnoes rupees ounccs mpeea ounoee rupee8 ounccs mpoes ounce8 rupees 

+ January lM 302 66,489 . . . . 302 08,489 . . . . . . . . , . . . + 302 + 66,489 
W 4 

February , 111 24,828 . . . . 111 24,828 . ,  . .  . . , . . . + 111 + 24,828 

Yarch ,, 371 91,311 . . . . 371 91,311 131 32,724 14.062 35,71,875 14,103 36,04,699 -13,822 -35,13,288 

April , 313 36,W9 . . . - 313 36,909 160 39,000 19,QB3 51,66,368 10,813 62.05,368 -19,WO --51,69,469 

JUC ,I . . . . . , . . . . . .  . . . . . .  . . . . . . . . . . 
July , 93 28,195 .. . . 93 28,195 . . . . . . . . . . . . -I- 93 + 28,195 

October ,, 1,306 3,59,707 15 3,290 1,380 3,62,997 .. . . , . . . . . . . -I- 1,380 3- 3,62,997 

December ,, 16,366 40,74,812 30 7,816 15,396 40,83,327 . . . . 30.142 17,06,6(16 30.142 17,06.066 -1 4,746 +23,76.601 



STATE 

Averwe for 
1904-05 . . 

Average for 
1909-10 . 

Avwage for 
1914-15 - a  

Appege for 
1919-24 . . 

Amrage for 
1924-2s .. 

Avar88m for 
1929-50 . 

QUANTITY AND VALUE OF IMPORTS§ XXD EXPORTS OF 
( Ifefweertce 

IMPORTS 

Gold 
Hn llion 

Sovereigns and other TOTAL 
Britiah gold coui 

Quantit,y in Valon in Quantity iu Vulue in Qusr~tit~y in Value in 
OUUWB rupee# OUIIL'BS r u p w  ounccs ''''Pees 

(Nino months cndod 
Ucccmbcr 1 W6) 

Totd for 31 veu, from 
1900-01 to 1930-31 . . (a) 4,37,37,11,488 (a) 2,77,13,83,881 116,402,337 7,14,50,95,369 

T d  for 15 ysy. from 
1931-32 to 1945-46 . . 796,432 6,78,57,951 684,687 5,56,69,311 1,481,119 12,35,27,268 

Since 1941-42 iigurcs arc on post-wcparation basil. 3 The f i p r e e  for t.he y a m  1101944 t o  1946-46 (lo ,tot 
incIudo thc mblm of about 7 . 6  million ounceR made in India on behalf of the Allied C;ovcr~mcnts. (a) Figures not ibvtlilrblc. 
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STATE 
QUANTITY AND VALUE OF IMPORTS ANT) EXPORTS 

(Reference 
IMWm EXPORTS 

PrivaG Government Private 

Quantity in Vu.luc in Quantity in V R ~ U C  in Qumtity in Value in 
OU~L'CY N F  O U ~ C O B  rupccs O U ~ C C S  mpws 

Average for 1900-01 to 
1904-05 .. .. 57,952.778 10,21.59,397 23,941,496 4.43.07.532 24,374,965 4,40,63,495 . - . . .  

Average for 1905-06 to 
1909-10 58,692,689 10,23,54,941 37,635,284 7,52,77,318 9,265,611 2.30,09.410 

Avermge fm 1910-11 ii 
1914-15 59,749,141 10,61,42,280 1B1418,183 3$2,16,322 16,231,999 3372'152.650 

A- for 1915-16 i b  
1919-20 12,301,301 2,37,92,158 105,380,029 28,32,58,307 7,005,565 1,67,47,759 

~ p c r y e  for 1920-21 i; 
1924.25 .. 87,999,844 18,99,72,421 745,257 20,17,664 14,864,944 3,38,52,496 

Avaagt for 1925-28 to 
1929-30 .. .. 110,058,132 17,44.82,295 178,262 4.67.948 13,156,954 2,30,75,210 

1946-47 . . . . 23,640,969 9,M,49,494 16,616,033 3.52.01,907 21,407 95.058 
(Nine monthe ended 

1)wmber 1948) 

Total for 31 9 tu r  from 
1900-01 to 1930-31 2,044,962,WS 3,62,91,09,277 931,539.461 2,20,27,96,355 
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1038-39 (Accounts) 8 2,12 M 37 3.80 121 05 
1945.46 (Acoonnts) 1.44 2.67 2.44 00 D,lD 10.69 1.40 
194647 (lievisd) 1,49 2,51 2,l4 64 8,96 11,36 l,36 
1947-48 (Bridget) 1.76 2,68 1,s) 66 9.21 13,W 1,JO 

1938-39  account^) 16 1,13 35 10 2,03 558 36 
1946-46 (Accounts) 7 1.74 8% 22 6,36 6.51 71 
1M0-47 (Rerised) 1,lB 1.71 73 24 4,73 6,83 26 
1947-48 (Budget) 1,29 1.82 70 21 4,85 9,43 67 

1938-30 (Accounts) 2 18 9 7 46 1,81 9 5 2 72 37 1,78 $ 3 78 
1946.46 (Awpunta) 29 23 2 1 11 1,12 S,OO 2 1 12 . . 1.16 an 2,W +la  96 
IDPG-47 (Renned) 30 22 26 13 1.17 3,15 23 18 . . 1,29 72 3.40 -25 40 
1947.48 (Budget) 35 23 26 13 1,24 4JO 25 23 2 1.31 1,05 4,18 + 2 . . 

1838-39 (Accounts) 4 46 18 1.10 1,82 18 13 1 6 1 44 1,81 + 1 31 
1M5-46 (.4ccounts) 59 54 33 88 12 272  3.61 62 21 12 95 87 3.44 f 17 74 
1946-4i (Revised) 6 1 62 1,06 26 2.68 4.44 35 33 19 1,32 1,41 4,75 - 31 n 
1017-48 (Budget) 78 6% 1,05 26 2.97 6,lO 38 I 6  l U  1,39 2,TZ 7,U - 1,lO . . 

Total all 
Proviacar 

f Include Gcneral Adminietmtion, Administration of Justice, Jaib and Couvict Settlements, Polioe, Port8 and Pilot,ago end NiscolIeneous Uopartmenta. 
$ lncludo Scientific Deprtmente, Edacation, &fodical, Pablic Heelth, Agrioultare, Veterinary, Co-operation, Induetries and Civil Aviation, 



STATEMENT XV 
DEBT POSITION O F  PROVINCES SINCE 1936-37 

(Reference paragraph 51) 

At  the end of 

1936.37 1937-39 1938-39 1939.40 1840.41 1941-42 1942-43 
I Public Debt 

(a) PermsnentDebt .. .. .. 8.79 12.04 16.07 10,W 23,33 23.04 31,07 
(b) Floating Debt . . . . . . . . . . . . 1.50 1.80 50 1.00 82 
(e) L o s ~  from Ccntrsl Government . . 1,43,80 1,2467 1,23,24 1,21,57 1,!2O,M 1.18.49 1,11.11 

II Unfunded Debt .. .. .. .. 15.03 22.39 23,39 24.54 25.64 26.62 27.26 

III Cr0.1 Tutd Debt (7d of I and U). . . - 1,61,65 l,59,70 1,63,20 1,61,61 1,6931 1,69J5 1,103 
1V Approprintion for Reduction or Avoidance 

of Debt . . . . . . . . .. 1,38 1.19 1.06 8 i  1.78 1.80 1,98 
V Qoeing Caab Balsnce . . . . . . . . 10,73 9-87 6,30 8,83 10.63 11.60 20,47 

(In LLhr of nlpa#a) 

STATEMENT XVI 

E GOVERNMENT BALANCEB IN INDIA wrra THE RESERVE BANK OF IPI'DI-4 AND AT GOVERNMENT TREABURIIEL~, 1946-47 
(Referem pmgraphs 62 & 56) 

(In lakha of rupees) 

Remm B d  of I& hmnwatTrarrorhr 

Central Qovernmont Provincial Gosernments Iast dny of the month Oentrd Qoremmant Provinoii.1 G o v e m t a  

101646 194847 1646.46 194647 1046-4G 1M6-47 lW6-46 1046-47 

2,77.01 6,38,06 18,lR 19.M . . April . . . - 17 5.1 1 1,63 1,79 
2,66,61 6.12,14 18.73 16.41 .. 3hy .. .. - 11 5.01 1.87 1.27 
2,BS,46 4,62.24 23,97 .. .. I 1  4.98 1.71 1.41 18.66 . . Jnno 
3,49.% 4.u.26 18.83 .. .. 44 6,46 1 .M 1.72 22,17 .. July 
3.61.42 6,00,01 18,14 21.08 . . A u p t  . . . . 32 6.52 1.88 2.01 
3.87,LQ 4.76,13 24,87 17,?6 . . September . . .. 44 5.01 1 .a I ,4( 
4.14.62 4,47,27 16.68 22.10 .. October .. .. 42 39 2,02 2.40 
4,68,13 4,57,07 12,38 23.74 .. November .. .. 32 I6 1.28 1.51 
4.86,03 4,60,82 12.62 16.M . . December . . . . 41 39 1.63 l,69 
4.87.32 4,38,69 17,60 1 6  .. January .. .. 31 66 1.79 1.71 
6.26.48 4.!29.50 20.88 17.77 .. February .. .. 9 25 1.40 - 1.97 
6,27,20 4,22,88 31,01 30,89 . M m h  .. 4.88 8 2.28 2,m 

r ,o~lr 4 . w ~ ~  19,s 20,61 .. A= . . 65 z;n l,n 1.79 



STATEMENT 

(Reference paragraph 53) 
(In thousendr of m p )  

PEAK Amonnt offered Amonnt Amount of inter- Totel amount A w g c  yield Amount Amount 
for tender tendered mold medtrtea mld sold oat at and in^ 

at end of yeor* . . . . . .  .... .... 1018-19 .... 87.09. 06 87.08. 06 49.24.30 
. . . . . . .  .... .... 1919-20 .... 102.48. 00 102.48. 00 62.98.00 

.... .... 1920-21 . . . . . .  .... 139.18, 00 139.18. 00 104,93.10 
.... . . . . . .  .... 1021-22 .... 139.26.00 139.26. 00 111.86. 70 
.... .... 1922-23 . . . . . .  .... ~.&. 00 96.84. 00 71.23. 90 
.... .... 1923-24 . . . . . .  .... 00 60.68. 00 51.77. 20 

.... m a . .  .... .... 1824-26 . . . . . .  .... 49.66.40 

.... .... .... 1826-28 . . . . . .  .... .... 40.66.16 

.... .... . . a .  .... 1920-27 . . . . . .  .... 41.47. 16 

.d 
. . . . . .  1927-28 33.76. 00 53.62.30 26.86. 90 4.60.46 30.37.36 30.62. 66 

5 1928-29 . . . . . .  31.76. 00 38.19.W 20.48.76 1.89. 25 22.38. 00 43.14. 80 
1928-30 . . . . . .  06.00. 00 93.86. 26 44.73.00 20.00. 76 84.73.75 05.26.45 

. . . . . .  1930-31 96.00. 00 107.22. 60 69.1 1 . 00 88.91. 76 159.02.75 61.26. 50 

193142 . . . . . .  104.00.00 107.60. 76 76.00.00 120.26.60 201.26.60 97.10. 86 
103233 . . . . . .  81.00.00 189.32. 00 66.97. 00 66.60.26 121.67.26 61.67.20 
1933-34 . . . . . .  80.00. 00 120.96. 00 76.14. 26 36.98. 76 112.13. 00 1.62 69.23. 70 
1934-36 . . . . . .  Gl.aO.00 103.6686 69.47.60 29.36. 00 88.82. 50 1 .58  64.34. 26 
1936-36 . . . . . .  68.00. 00 ilafii. w 67.76.76 12.73. 'is 70.60. w ~ . e r  32.13. 00 

.... 1936-37 . . . . . .  ~~~~~ 125.88.00 w% 80 80.98.50 0.78 28.63. 76 

.... 193738 . . . . . .  72.00.W 117.86.00 71.09,26 71.99.25 0.97 38.00. 60 
193%30 . . . . . .  83.60. 00 128.90.26 82.13. 26 16.31. 76 97.49. 00 1-63 46.30. 00 
1039-40 . . . . . .  71.60.00 116.DB. 60 70.60. 00 48.93.00 120.43. 00 1 .87  M.70,W 
194041 . . . . . .  84.00. 00 102.48. 00 M. oo.oo 17.32. 76 101.32. 76 0.89 68. 9 0 3  
1941-42 . . . . . .  81.00. 10 140.27. 00 81.00.60 37.69.60 118.60. 00 0.72 130.97. 76 
1W2-43 . . . . . .  317.00. 00 627.43. 60 309.42.00 62.60. 76 371.92.76 0-  87 264. 69.60 
1843-44 . . . . . .  380.00. 00 828.69. 00 369.71.26 38.47.60 380.18. 76 0.90 110.61.26 

.... 1944-45 . . . . . .  262.00. 00 661.48. 60 220.27. 76 229.27.78 0.49 S6.7O.M) 

.... 194646 . . . . . .  160.00. 00 204.77. 76 117.90. 76 11 7.80.76 0 -  40 83.38. 00 
1046-47 . . . . . .  80.00. 00 104.90.50 61.27.25 .... 51.27.26 0.42 77.69.00 

* Includes amount outstanding on account of Isme Deprtmcllt (upto 1034-35 on account of the C u m c y  Reecrve). Provinces ~d othera . 



STATEMENT XVm 
GOVERNMENT OF INDIA THREE UONTHS TREASURY BILLS, i 946-47 

( Refmence paragraph 63 ) 

194647 
Week ondad 

Amount 
o f f e d  

for tender 

(In t 

SALES TO PUBLIC 

Amoont Amount Amou~it 
tendered suld discbvrgd 

;houaan& of ruper) 
Total 

amount oat- 
atanding 
inoludjng 

Awerap amount out- 
rde  of utanding 

dirunrnlo! on account 
accept4 of Eesoe 
tendera Depl, 

h. a. p. Prorincen 
and othen 

.... 82,54,75 

.... 82,73.26 

.... 83.72,OO 

.... 83,06,26 

.... 80.07,26 
70,91,1)5 .... 

.... 7?,0n.00 

.... 67.1(1,60 

.... 66,41,00 

.... 50,44,00 

.... 85,66,00 
M,10,00 

0"6' 0 M.SI,M) 
0 6 0 U6,74.75 
0 6 0  01,35,25 
0  6 8 04,32,76 
0 7 0 83,13,75 
0 7 0 63.65,M) 
1) 7 0 66,62,76 
0 7  0 07,26,76 
0 7 0  71,12.00 

72,42.00 
0" 7' 0 73,58.25 
0 7 0 76.63.76 
0 7 0 80,47,50 
0  7 0 80,20,76 
0  6 11 72,02.26 
0 6 11 73,39,76 
0 6 11 72,&?,76 
0 6 I0 G7,M,25 
U 7 0  72,94.50 
0 6 0 71.43.25 
0 6 8 70,91,76 
0 7 0 70.40.00 
0 7 0 71,19,00 
0 7 0 70,16,00 
0 7 0 65,85,50 
0 7  0 6!5,82,00 .... 03,0426 

63,6236 
0 .  ' 7 '  0 63.7O.GO 
0  7  0 62.13.25 
0  7 0 60,9B.00 
0 7  0  : 02.69.75 
0 7  0 62,67,76 
0 7 0 6Z,C4,26 
0 7 0 63.98,00 
0 7 0  61,70,28 
0 7 0 67,83,00 
0 7 0 73,60,25 
0 7  0 76,61,M) 
0 7 0 7Y,ED,OU .... 77,5!3.00 
0 6 9 77,59,W 

re were no (u.1~1 of intarmedieterr during 



STATEMENT XIX 

1945-46 

PUBLIC 

Diharges Outdnd. 
iugs 

Total amount 
outstanding 
including 
amount 

~utatnnding on 
account of 
h u e  

Departmen&. 
Provincoa and 

othere 

Mc,nt.h 

April 

&Y 

Juno 

J ~ Y  

Auguet 

bptember 

October 

h'ovember 

December 

Janusr y 

Februa y 

&mh 

Totd 

194647 

PUBLIC 

Dkhvgea 

(In thonernda of rupea) 

Tobl mount 
ontrtanding inch ding 

Outebnd- amount 
inge outrbndiug aacount of on 

h u e  
D~pertment, 

Provinceu and 
othen 

No Way8 end 3feens Advanaea were bken during 1Q16.46 and 18L647. 
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STATEMENT XXI 

(In t loc~sand uf rapem) 

Avcmga rate of Amount out- 
Week endd laming Amount offer- AmouuL Amount diacuuat p , r  ebnding with 

Qovornment ed for tcudi*r tendcrcd sold cent per u7~tii~rn tlt: public 

Its. a. p. 
134647 

April 26 . . h a m  . . 1,50,00 3.30.00 l,GO,OO 0 8 1  2,00,0ir 

July 26 . .Asscrm . . 1,0@,00 2,&i,W 1,00,00 0 8 0 1,00,W) 

September O . .Burma . . 2,00,00 2,17,00 fL,OO,Oo 0 11 I t  2,00,00 

September 20 . ..Burma . . 2,W.W 2,3:3,00 2,00,00 0 1 5  0 4,00,M3 

October 4 . .Burma . . 1,00.00 1,20,00 1,00,00 0 1 0  U 5,00,00 

January 31 . . b n g o l  . . 4,00,00 4,00,00 4,00,00 0 8 0 4,OO.oO 

Sold on 'ap. 
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STATEMENT XXII- (cotz.tinued) 

End of 
Msmh 

PUBLIC DEBT OF INDIA SISCE 1913-14 

(Ref~rence paragraph 6 1 ) 

(B) Sterling Debt 
Yucertt- 

Percent. I1rrc.enl- R e t a ~ v n  Percenl- Ptrcesrl- t Other Perccn#- va in- 
Undntcd age of Orcr 10 age 01 5 and 10 crgt nf U11dt1r 5 we of oblijin- irqe of Tdd  crsiar (4.) 

Total years Tdul ycrrs Told roars Tolnl tions 2'uta.l or de. 
CTPaEC (-) 

Culirertell nt 1s. 4d. per rilpee upto 1923-2.4 and tlicreaft~r at l a .  6tl. t Includi~ig (1) tho unclimcd balancua of old loans whioh hnve ceawd to 
Loor interest from the date of diecharge and (2) the balrncea r'lating to hrvico  Fun&. 



STATEMENT XXIII 
(A) POST OFFICE CASH CERTIFICATES * 

(Reference pataugraph 63) 

1:c~wipt.g Repayments Ket reoeipb 
lo. no 1.12 8. 88 

13. 61 3. 83 9.73 

4.91 3. 3 1 1.00 
7. 15 4.43 2.70 

11.7R 835 3.43 
14.49 8. 34 0.15 
16.74 4.63 11.08 
13. 31 6.  24 8. 07 
9. 96 7.70 2.25 
13. 43 13. 43 n - 
14.88 16. 46 - 1.58 
13.07 18. 18 - 4.19 
11. 71 13. 83 - 61 

10.26 12.80 - 2. 56 
439 14.93 -1O.O.t 

3.97 11. !14 - 7. n7 
3. 76 8.3) - 4.41 

5-50 6.43 7 
5.48 4.3i 1. 17 
6. 67 3.72 2. 95 
4.98 4.50 48 

Yipirw for D m n  are irlcluded upto 1936-37 . 

(Iu Irhtba of rupee,) 

Amount 
ommandh 

8 9  

5.75 

(B) POST OFFICE DNFENCE SAVINGS GERTIFICATES j- 
Amwat 

Receipts Repaymmts Net r ~ c ~ i p t a  wtstmding 

1Q40-41 . . . . . .  2.4 1 12 2.2:) 
" . 229 

. . . . . .  1941-42 2. S l  I u 2.06 4~35 
1M2-43 . . . . . .  2 .W?. $ 1  I . 21 5.56 
1943-44 . . . . . .  0. 43 1. 0 2  1.41 6.97 
lt~4-45 .. . . . .  . . - 53 6.42 
1915-46 . . . . . .  . . GO - 50 5 s  
194647 (Prclimim~) . . . . 7 3  - 73 5 9  

t Replaced by tbe Twelvr-year National Savinge CcrtiBcstRr from 1st October . 1943 . 
(C) POST OFFICE NATIONAL SAVINGS CERTIFICATES f 

A m m t  
b e i p t w  bpsymente Net meipte outsuading 

19434 . . . . . .  8.Hfi 1 8 $5 8. 65 
194445 . . . . . .  19.55 I 19.54 a19 
1 ~ 5 - 4 6  . . . . . .  23. 2 1 10 23.1 1 51.30 
194547 (Preliminary) . . 21.71 2-43 19.28 70.56 

$ Includir~g Hydcrabad State National Savings Certifirates from 1944.45. 
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STATEMENT XXVI 
PRICES (IN BOMBAY) OF REPRESENTATIVE RUPEE SECURITIEB OF THE GOVERNMENT OF INDIA, 1946-47 

(Reference paragraph 67) (In rupwa) 

34 per cent Loan 1947-60 3 per mnt Loan 1951-54 3 per cent Firat Victory Loan 1957 4 per cent L o ~ n  1960.70 

Highwt Lowest Aversge Awroge Highest Loweat Average Awnge Highest Lowest Avemge Awroge 
Y ieId Yield Yield 

Highest Lowest Aver~ge Averape 
Yidd 

1946-47 
April . . 

N8y . . 
June .. 

Jnly .. 

September 

October . . 

November 



1946-47 
April . . 

3 per cent Lns~h 1903-65 3 per cont Funding Loell 1966-68 3 per oent Ipirat Dereloptno~~t 3 p r  c a ~ t t  T,%n 1986 or Lster 
Loan 1070-76 (Cunvaraion Lmn of 1946) 63 . - 

Higheat Lowcat Aoerago dtwnge Highmt 1 . 0 ~ - t  Awrage Acerage IIighest Lowest Average Average Hiyhcst Lowest hvorag~ Aterage 
Yield Yield Yi& Yield 

bby .. .. 103) 102A 10248 2-73 103) 102& 102B 2.83 104) lo!?& 10.2) 2-84 
(28-30) p-G) (28-29) (1.18) 128) (2-8.10) 

June . . . 1 1034 101 2.71 1Mf) 103) 104h 2.71 105& 103f) 10.43 8-75 
(28-29) (3) (28.20) (3) (28-29) (3) 

July .. .. 106i 108 10B& 2.59 1062 106 105% 2-63 lO6fi 1064 100 2.66 
(24-31) (2) (241) (2) (24) (2) 

A u p t  .. .. 106/6 1043 lO5E 2.57 lOGf 101) 100 2.61 lOQ 1W.t lock 2-66 
(1-3, (28) (1-3) (28) (1-3) (27) 
7-14) 

February .. . . 1021 100s 101& 2-88 102t 100# 101!, 2.S9 102) 1008 lOl& 2-91 102) loot 101) 2.96 
(26,281 (20) (26,281 (20) (26,28) (17) (26) (17) 

Maroh . . . . 1024 102t 102: 2.81 102) 102f 102& 2.81 10q 102f 1028 2.86 1021 loo# lo1 # 2.9r 
(0) (1) (6) (1) (6) (1,22-31) (5) (26) 

Figurw within brnoksta refer to &tee of quotations. @ h u e d  on 16th Septcrnber, 1WG. 



STATEMENT XXVII 
HIGHEST .\ND LOWEST PRICES (Ax~u~u,)  OF REPRESENTATIVE RUPEE SECUR~TIES OF THE 

GOVERNMENT OF INDIA SISCE 1933-34 
(In rupct-6) 

( Reference paragraph 67 ) 
:I) per cont 3 pcr ccnt 3 per ccnt Firht 4 per cent 3 per mnt 3 l w r c ~ n t .  1:nud111: 3 11-r cl lit Firs; 3 1x.r ccnt J , o ~ n  

I~rn l l  19.L7-N Loan 1931-54 Victory Loall 1957 Loan 1'300.70 Lo;rn 19U-I.jS 1 I :  1 1h V L * ' ~ I I I I ~ ~ ~  I I ~  Losn JDari or I,?tqr (U~in-  
1927 i 5  vuraion l.art of 194ci) 

lligtlest I~oweiit Highest Lowoat Highest Lows% Highcst Lowust Highcdt 1,owcbt kIic11e;t J,uwirc>C 1 i t  Iliglrcst L o w v ~ l .  



. . 
E.NZ 
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9.w 
9. s9z 
0.zu 
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8.NE 
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C.L9Z 
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.pc)?ld sya 30 xom JOJ pabo!o psc!rma.I ~oiluaq~re ynop eqg FW po~!dmoa uaeq qou oaarI tpf~l 'qsa81~ 203 sea!puI 
19n~ q101 ppua qoa~ sql ~0.a + 'ow1 'S~II~ q7(1: popuo bq~fi~\i 0ihlr19 JOJ FOZBJ~A~ +* *P'J?~I!F~ a 

. . . . . . . . .a . . . . . , . . . . 
L.fRL R-Qni E.Cl)Z +9~0&1 ..!I69 t.WE Lo811 L.8CZ Z.C61 8.LII 
I .OSS 1.165 rL.LL1 9.R7-L P.0LV L.9ZI C.9CZ f -3til L.611 
(;.tCI; T .!IS; (:.(a-- ,.(.o *!,.FLI 0.:61 I). ILC S.961 0. ICZ 9*L(i[ L.OCI 
T.I~$X L . FI ~f; L'.;c; +C.LLI L.FLL ~.I(IP S-XI t .RDZ t .~UI n.~zt 
F.L'I ti C~.Y()~. 8.t~~ *L.YLI 1.12, o F'JC c-rc~ :-t):z C.%I s - TT.I 
t'.SLfj 9.9OE C.111E +!2.18i 6.11s r .9tt Z.LII 9.6LZ G.002 T.lZ1 
!l-1011 C-I?C 9.E3C .P.LSI O.F.f.6 9.109 lj.E91 I.+'IE 0. kOC S.Sir1 
6.tW6 1.TCC 1.80; +0*8L1 ?-If48 t3-06) I .C~I 6.067; 8.T(lZ (I.IGI 
1) GGS f .Y7.P, 9.09; oL.KD1 L.PW L.LZP cl.!JEI P.LLZ 9 . IIOC: L.0ZL 
S .U!IS G.LTI: Z *(;.[I:l R.SGL 6-Gtt c).!XI Loi9f 6.G01 f.GT1 
0 -X'S L.LII: C.OEZ af.8PI 0.LL5 I-fZf 9.9Z1 Z.IQZ 8.E61 B.Ut[ 

0.tLI !I.UfI L.:L S-LC FG9C L-1EI L.LII F.09 La LEI 9.Ll I 

6.006 8.LOE 9-6EZ 8.OLI P.96L ZvSIP 6.PEI 6.692 P-861 9.021 
2.66s 9-LBZ 6.912 8.1EI I.IS9 P.9SC 6.001 0.661 0.L81 9.811 
1.01s O.PGZ O.OZZ E.OZ1 9-LZS 1.862 E.61 Z.S81 2.911 0.811 
0.88P P.8LZ P-IIZ 0.811 6.SSS Z.I.22 9.9 8.861 C.P91 Z.LI1 
6.6% 6.SEZ L-I01 6.98 S.10) &.I91 6 .ES 9.9~1 6.tPI O.SI1 
6.EZE 6.E61 Z,LOI L.LL C.90S S%SI Z.LS 0.111 6-SSI 6.S11 
t.662 P.6SI 2.98 S.L9 1-LO9 0.6t1 9.H 5-98 S.LDI 9.911 



STATEMENT .XXIX 

(P.upoc.s in orores] 

(Reference pnrnyruph 69) 

)mmediate Schemes Long-range Schema 

Applirntiona Applirnt ions 
Consents RciusnLs Consents Refi~mls 

S o .  of Amonnt No. of Amount No. of Amnunt No. of Amount No. of ;\ntount No. of .%mount 
co~n- d e d  coin- wholly corn- asked en~u-  aelied corn- wholly corn- askcd 

panics for pnnies or p r -  ponL!s f pani~e  for pallies o r  par- paoier for 
tirlly tifilly 

nlh\\V!d nlluwed 

Outside British 28 S.GS 24 7-85 4 0.18 44 19.12 36 13-37 8 5-35  
Indi {i%:Cr 13 2-79 10 2.18 3 0 . U  G 6-27 4 6.02 1 0.25 

Total Industrinl . . 441 89.39 405 77.97 36 8-16 399 183.03 309 146.90 80 32.71 

11. AORICULTLIRAL 
65 14-00 47 6-74 8 2.31 T 2-00 5 1.45 2 0.55 British India { 2P 9.43 1 1 .70  5 0.70 1 0.99 1 0-99 . . . .  

. . . .  Outside British {:$titer 3 0.61 3 0.61 .. . . 1 0.23 1 0.25 
India 4 0.28 4 0 .26  .. . . . . . . 

Total Agricultural . . M ma 71 9.33 13 3:01 9 3 : ~  7 2:6!l 2 0:5b 

. . . .  111. FINANCIAL British llldis 121 25-60 62 16.Sl  59 6.51  18 l2.4li 18 12-46 { 262 3 6 . l Y  98 10.48 1 21.81 2 0.58 1 0.09 1 0.49 

. . . .  Outaide Britbh 0 2 - 4 5  2 0.45 7 2.00 . . , . . . . . 
Indi  15 1.73  18 2.%) . . . . . . 

Totnl 1"inanriel . . 44s 63.10 177 31.44 268 33.22 20 13:03 19 l2:54 1 0:49 



IV. TRADE AND 
TIiANsr0RT British hldia {iT$Lr 37 36.55 85 30.31 12 2-74 

25 5-44 23 2.33 2 3.02 

Outsido In, British {Initial 2 0.40 2 0.40 .. . . 
Further . . . . . . 

Total Trade end Translwrt . . 124 41:39 110 G.13 14 5:76 

Outakle British 1 0-26 1 0.28 .. . . 
India . . .. .. . . 

Total Other Scrrices.. 49 9:87 46 9.22 3 0:32 

Outeidc: Brit.iah 1 3.71 8 1.71 7 2-00 
India 37 5.34 It) 2-01 I S  2.90 

Total Non-hlduetrial. . 7M 138.08 404 83-12 298 42.31 

YlI.  C:T{ASD TOTAL 
(IXUUbTl1IAL 3 129.16 435 101.06 104 18-17 
&BOB-INDU- { 509 77.50 311 46.28 193 16-80 
STIIISL) 

Out,aidc British { :-~i~~ 43 12.39 32 9-33 11 2.48 
India 50 8.13 29 4.10 21 3-62 

Total (From 17th ?rIoy, 1943 to 30th Soptcmbor, 1945) 4,411 288.98 3,537 166.03 874 89-17 



STATE 
NONEY 

(lieference 

lmpcrial B.nlr of India Call Moacy Rate Bazar B 9  
Hnndi Ratat Calcutta Bu~nhy Calcutta 

Bw& 
Itato* 

lIighcst h w u t  Highest Lowest Highest Loweat IIighest Loweet 

1935-36 . . 3 34 3 1 h 3 .: i A 3 

(34 01' to Apr.-Xov- Ucc.-Mar. Apr.-July Feb.-~Vtrr. April Scpt.-Mar. Apr.-June Aug.-h'ov 
Novcrubcr) & Jon.-blur. 

193637 . . 3 3 3 1 t 1 k 4 U 5 
Apr.-June July-Mar. Jan. Sept..Nov. 

1937-38 . . 3 3 3 2 1 1 i t 8 5 
Apr.July, Bug.-Jon. April Aq.-Dee. h'or.-Mar. Apr.-Sept. 
Fcb.-Mtu. 

1938-39 .. 3 3 3 zb 4 2 # $ S 6 
Jan.-Yeb. July Jan-Feb. July.Sept.., Apr.-Junc July-Mar. 

& sov.  

193940 .. 3 34 3 2 f 2 1  t 7 0 
Nov.-Max. Apr.-Oct. Apr..May Aug..Sept. April A%.-8ept. 

1-1 .. 3 3 $ 3 3 f 13 i 7 6 
Apr.-Jon. Feb,-Nar. Apr. E; June Nay & July ApA Aug.-fir. 

-Mar. 

+ * 
Apr. d; Jan. b y - I h . .  

E'eb.-hbr. 
t 

l W G  .. 3 3 a 4 1 7 G 
April Bby-Mar. 

2. 1 4 7 6 
DOC. April - Jan 

nlprch 

lat of I%& 
April . . 3 3 $ 4 eta7 

&Y .. 3 3 1 1 6 to 7 

June .. a a 4 4 6 to 7 
July .. 3 3 4 4 6to7 
August .. 3 3 1 f 6 0  1. 6 to 7 

Beptember .. 3 3 $ : to 2 6 to 7 
October . . 3 3 4 4 to i 6 to 7 
Novemhr . . 3 3 1. & to  f 6 to 7 
h m b e r  . . 3 3 4 + 9 to 10 
January . . 3 3 I 1 9 to10 

February . . 3 3 4 4 9 to 10 
March . . 3 3 & 4 9 to 10 

The ntandard rate at which thc R c ~ c n c  B o d  of India is prcparcd to buy or rediscount bills of exclnge 
Impcrial Bank dinconnb firat class t h m  monthe commercial billu. f nates at which bilh of a d 1  tradere arc reported 

1 GI 



HATES IS INDIA SINCK 1938-36 

Rate : Average Deposit Rates $ 
Bombay Treasury 

Hill Kate 3 monLiw 6 months IS month - per cent 
1 I i g h n ~ ~  Lowent per surrurn Hishut Lon u j t  Higliest frowest I-Iigl~ndL Lowest 

5 )  3) 0-78 . . -. . . . . . . 
Apr.-May, July-Dm. 
Jan-Mar. 

5 )  6 t  0.87 . . . , . . . . . . 
(unchnnpd) 

q 3 1.63 24 3 2 & 1 f 2 
Apt. $ Feb. October 

14 
January Aug.-Scpt. DM.-Jan. Aug..Sept. Dcc.-Jan. Aug..Sspt. 

6 )  5 f 1.8G 24 1 2 1 1 2 
Jan.-5hr. Apr.-Aug. Sept.-Feb. Juno 

1 f 
Supt. June-July 8ept. & 1)ec.. Xov. 

Oct.-Kov. Msr. 
'3 64 0.80 2 i 3 2) I f  2 

Jan.-Mar. Apr.-Aug. April Sept,.-Mar. April 
14 

Aug.-&hr. April May.hIrr. 
0ct.-Nov. 

t 
Sept. 

G f  5 0.87 I f  I 1 t 9 2 1. 

April Aug.-Oct. 
I t  

Apr.-May 8cpt.-Oct. Apt.-hlay Sept,-Oct. Apr.-Jlay Juno-Mar. 
Dw.-,Tan. 

I t I+ 1 
6 0-90 Apr.-Juno, July-Nov. Apr.-June Jdy.-Mar. 

13 
4 t 

la 

April May.Oct. Deu.-Jan. Feb.-lbr. 
5) 42 0-49 f 4 11 f 1) 1 

Apr.-July. Aug.-Oct. Apr.-Llay, Junu.-Sept. April Mrrydept. 0ct.-Dee. Feb. & Yer. 
Nov.-bfur. Oat.-Mar. 

6f 5 )  0.38 1 4 1 8 b 1 i 1 f 
(April-hlarc.11) Jan..JIor. June-Dec. JI~IL-bIar. June-Bug. Jan.-Mar. Apr.-Dcc. 

47 
6.k . . p t o  1 1 to If If to IQ 
at . . f to 1 1 to I f  If to 1; 
64 0.3~ Q to I I to 11 if to 14 
6 )  0.39 t t o l  1 to I f  1) to 13 
st 0.44 i b i  l f  to 13 
64 0.44 a to t t t 0 1  13 to 1) 
5 1  0.43 f 3 t o 1  If to 1: 
6 0.43 t 3 t o  I 14 to I$ 
fi 0.44 3 to 1 1 to If 1: to 1) 
74 0.44 : Lo 1 1 to If 14 to I f  
74 0.44 2 to ]$  11 to 1& 14 to 12 
7 3 0-4.1 I to  l $  if to 14 1% to 13 

or other commercial paper eligiblc for purchwe under the I h e r r c  Bank of In&& Act. The rntc at which the 
to have been discouoted by stuofi. These orc unofficial quotations. 9 As quoted by the largcr banks in Bombay. 



STATEMENT XXXl 

No. of 
scllc- 

Arcrage duled 
of Friday bnnka 
Figure8 at the 

cnd of 
period 

Dcmarrd 
Lia bi- 
litice 

(b) 
121,90 
128,G8 
132,77 
129,98 
( 6 J V  
139.66 
(7.01) 
163,90 
(8.11) 

211,38 
(11,22) 
306,28 
JM.03 
684,80 
854,63 
725,M 

April 19.16 
iunp . . 
June .. 
July . . 
August . . 
Sept. . . 
Oct. . . 
Nov. . . 
Dec. . . 
Jan. 1947 
Frb. .. 
hLuch . . 

Timo Savings 
Liobi. Depoaits 
litice **t 

E x o ~  
Tot ol Balances of ( h )  

Demand Cash with owr  
and Roserre the 

Time Bank statu- 
Liobi. 
litiea 

tsY 
rnlN- 
mum 

Totol 
cash 
and 

hlanccs 
with 

Reeerre 
Bank 

(i) 
37.81 
32,28 
31.23 
22,58 

21.51 

44.79 

46,51 

08,70 
84.20 

110.58 
121,71 
122.36 

Ad- 
vancon 

(1) 
87,70 
95.11 

113.43 
11 6.86 
(4,611 
126,W 
(4.42) 

122.13 
(4,431 

120.20 
(4,88) 
95,68 

156,11 
22422 
286,07 
(06.30 

Bilh 
Dis- 

counted 

(m) 
3,66 
4.70 
6,28 
4986 
(26) 
5,26 
(28) 
3.84 
(16) 
4.93 

(9) 
2,18 
459 

11,16 
16,03 
21,32 

(In hkhr of rlrpew) 

Total 
Advan- % oj 
cee and (n) lo 

Billn (n 
Uis- 

counted 

91 700,91 70.0 300.80 123.38 1.00l.g0 30,71 71.01 33.94 Il1,it  1 1  366,40 21,71 388.11 38-74 
Ql 707,02 69.7 30i,OI 125.33 1,014,03 30,82 87,42 &,03 1?4,24 12.?5 373M W.46 393,90 38.85 
91 711.17 69.6 310.89 126.92 1,02!2,06 40,47 10l,58 60.00 142,P5 13-92 384.63 20.30 385,02 37.67 
P3 721,80 69.8 31?,08 128.13 1,033.88 41.06 103,93 61.62 145,Ol 14-03 3a3.40 18,95 382,36 36.98 
94 740.36 7 9 1  316.29 l30,Ol 1,056.65 44,M 80,80 37,M 125.40 11.87 388.36 19,lO 40746 38-66 
96 :49,69 70.1 320,Oe 131.97 1.069.71 45,03 80,i4 36,86 323.79 31-76 395,26 20.26 415,52 38.84 
95 744,51 69.8  323,05 132,61 1,069,s 4033 7i,99 34.20 118,32 11-06 393.90 20.14 414.01 38-73 
96 751.78 63.4 331,ll 133.68 1.082,89 U,34 78,74 3433 121,08 11.18 412,89 22.51 435.40 40.21 
96 733.88 69.0 330.34 133,ii2 1,OM,22 433.3 7R,O4 31.74 llR,57 11.14 431,7:1 22,68 46441 43.70 
96 732,W 68.7 33444 133.05 1,067,43 42.81 74.13 30,79 11G,M 10.96 451,04 23.73 477.77 44.76  
96 712.37 67.4 345,322 133,EC 1.057,59 40,00 70,9i Sr\,45 110.97 10.49 4R0,Ofi 23,'iO 489.76 46.31 
00 690,49 GG-6 346,86 133.04 1,037.35 39.04 09.39 27.93 108,43 10.48 466,80 %%,07 487-93 47.01 

------- --- -.- 
I ' i ~ ~ r e s  f ~ ~ r  Burma ahown ~ ~ t h i n  brackets. 

F~gmcs for India only from 1914.48. **For thc purposes of Section 42 of tho Rexrvc Bank 01 Indin Act, tho Pari~iga a n k  b p s i b  are cleseified 
into demond or titne liabihties rrcoording to rules of tho vnr~ous ~ohcduled bnkn in eot of withdrawal of tbose deposits. t: Annual figurea as at the 
otld of March m d  mo~lthly tiguree sr at the end of t h e  munth. t Flgurea not a v a z ~ a .  
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N ~ ~ B E R  AND AMOUNT OP CF~EQUES CLEARED ( ~ ~ O N T H L Y )  A T  EACH C E K ~ E ,  1946-47 

( Reference paragraph 73) 
( Rupees in lnLh8 ) 

1 W 7  
Cont.re April Nay June July August September Ootober h'ooembcr December January Fobruary Yeroh T d  

C.%I.CCTT.%- 
E:ulul>cr .. 7,07,201 8,11,623 6.90,633 7.04.198 3,39227 5.37.005 4,80,402 8,65272 6,20.&11 7.57,031 6.89,488 7,20,965 113,389 
Amount..  2,95,56 2,91,C)i 2,68,83 3,03.47 1.76.97 2,00,09 1,76,05 2,36,20 2,24,17 2,49,01 2.11.84 2,09,90 28,Q,W 

D E L ~ -  
Kumber . . 89,577 89.722 70,090 87,709 81,636 89,278 88,904 84,065 83,780 1.01.838 87,034 88,7% 10,5037 = Amount . . 15.53 12,51 11.25 13,OE 13,31 13.75 14.03 12,55 12.30 1468 13.35 13.10 156s 

z 

3 1 ~ ~ -  
Kuulber . . 1.72.643 1.81.199 1,70,681 1,77.337 1.75.028 1,77,130 1,8D.640 1.80.760 1,64.865 2.06.281 1,81,Q61 2J2.913 21,!B,448 
Amount . . 26,37 20.44 28.72 30,40 33.93 32,43 33,44 31.09 27.4 33J4 32.60 38A0 3,- 

Total- 
Number . . I8,84,258 20.12,273 17,52,095 17,82,44&1 13,82,186 15,63,8W 16,18,236 18,3,032 17,86,9%! 20.63,249 1407,967 18,76,987 2l3,56,!B 
Amount.. 6,23,* 6,l7,09 5,67,l1 6a.47 5,15,37 5.14,05 4,90,06 5,41,03 5,60155 6,073 5,16,67 5,40,39 67,17,10 

- - . - -- - - - - - . 
* Ahmednbnd, Ainritsnr, Calicut, Coimbatorc, Luckno~r. Madurn, &galore, Bimln, Nag'pur, Rnwalpindi, Yatna, Allahabad. Lyollpur, 

Jullundur City, Agra, Dehra Duo, Alleppey (from N o v e m h .  lW), Rajkot (from Jnnrury, 1947), and Gay& (from March, 1043). 



Bombay .. 
Cdcetb .. 
Clwnpors . . 
Delhi . . 

u 
l b r w h i  .. 

2 Iahm .. 
Ysdrar .. 

Total .. 

(A) REM.ITTANCEB TEUWUCIH THE RMERVE B m o l r  INDU 
Telegraphic Tranafera bued and paid, 1946-47 

(In bkhr of rupw) 

1944-45 
April to Oatober to 

Beptcmbcr Msrcb 
h u e d  Paid Imuod Paid 

W J 8  186.23 104,22 164.00 
261.61 134.89 294.85 132,75 
17,73 20,94 11,69 30,86 
32.20 16,71 45.48 N.64 
21.51 22,89 19.03 25.24 
30.46 32.38 21.17 48.25 
1QPC4 25,63 18,Ol 44,69 

C39,58 514,46 486,s 

April to  October to 
September March 

Ieeued Paid Iseued Paid 

1946-47 
April t o  October ta 

-ternbet Mpmh 
Ivaod Paid hued  Paid 

(B) REMITTANCES THROUGH THE IMPERIAL BANK OF INDIA, 1946-47* 
(Reference paragraph 74) 

(In lskhs of rupees) 
To Mc41 in 

From Offim in 194445 19454 1 M  

Bengal Bombay Nsdrse Totd %a1 Bombay bI8drns Total Bend Bombay bfadrns Totd 
Ciralo Circle Circla Cmle Circle Circle Circle Circle Circle 

B e n d  Cimle . . . . 337,36 117,70 16,40 470,SS 322.97 116,48 16,45 454,90 313,49 106,20 16,57 W6,% 

Bombay Circle . . . . 62,74 1M,08 25,21 25203 7417 217,93 26,74 318,M 99,40 238,01 20'86 a J 6  

Afadrse Cirole . . . . 25.43 44.11 130,16 205,70 26,12 69,76 146.33 23131 41.92 62,02 160,19 28(,13 

Telegraphio Tremfers paid, Mail Ttansfers received, Dmfta paid and Demand Drafts purohseed. 



STATEMENT XXXV- (Cont in tied) 
(C) REMITTANCES EFFECTED BETWEEN THE RESERVE BANK OF INDIA AND THE IMPERIAL BANK OF INDIA AND 

TREASURY AGENCIES * 
(Reference paragraph 74) 

( R u p w  in lakha) 
HALF-YEAR ENDED 30-9-46 H A L F - Y W  mDED 31-3-46 HAU1-YEAR ENDED 30-9-46 

Tolegrap hio Draftr and Tcleprnphic Drafts and Tolegraphio Drafta and 
Trannfern Mail Transfers Tnrnsfars Mail Transfern T r a d m  Mail Transfore 

No. Amount h'o. Amount No. Amount KO. Amount No. Amount No. Amount 
TheGeneralPublio .. .. 14,462 41.21 286,131 63,36 15,273 47,06 298,019 72,14 14,557 38,88 273,933 66.70 
scbduld Bpnh: 

At par .. .. , 10,011 342.41 2,192 17,M 9.227 367,38 2,700 17,41 10.076 392,50 2,841 32.48 
At premium . . 6,Oi2 34.09 17,221 17,26 6,471 60,OQ 17,051 18,42 5,0000 36.63 10,136 18.08 

Approvd son-8chedde;l' ~enk;l 
& Indigonous Bankera (undw 
para. 3C  of thellemittanco Faci- 
lities Sohome) .. . . . . 665 2,20 4,776 4.69 416 1.75 6,067 5.11 460 1,U 4,015 6.17 

Co-operative Badn and S o c h i a n  : 
d t p s r  .. .. .. 68 78 565 3,86 48 76 430 2,79 60 1.36 417 3,519 
At premium . . . . . . 240 1.80 10,520 9,17 410 3,37 11,064 8.58 291 1,41 10,104 8.76 

Local Funds a t  a promiurn (under 
para. 3E !() j j )  of the Kemit- 
tome Par~htlus Sohemo) . . 9 - 3.698 47 8 2 4,044 47 8 3 3,480 32 2 Other reniittencoa st par . . 1,995 38.06 96,230 44.98 1,769 23,06 103,257 43,21 2,016 32.52 100.024 %,15 

Corernment : 
~ntra~irovincia l  at par . . 664 3.46 146,092 46.14 298 3,67 160.R67 44.51 1,141 2.71 136,410 38,07 
Extra-Prorinoiol a t  premium 78 16 11.815 3,83 69 68 16.842 4.96 88 1,bS 10,631 4.32 

Totd . . 33,304 46420 579,529 Z11.70 34,018 4W34 619,937 217,58 93,702 W,05 558,627 2l2,S 
* Including Burma from 1st Septombor, 1945. 

STATEMENT XXXVI 

Bombay . . 
Caloutta . . 
Gwnpore .. 
Karaohi .. 
Inhorn .. 
Madrsa .. 

(In ropecur) 

Figuroe not available. Corrected. 



April 5 

#. 12 .. 19 
s, 28 

WEEKLY STATEMENT OF ASSETS AND LIABILITIES. 1946-47 (In 1akh1 of rupees) 

(Reference puragruph 77) 
LIABILITIES ASSETS 

Depaita Other Total h'otee Balancee Losm and Other Bispur- 
Liabi- Wia and held Advances Loam & chased k Invert. Other 

Central Other B e d 6  Othea T d  lities o i h e t a  Coin &broad to Qovta. Advanca diecomted menta b e t a  
Governmolit Govts 
. . ba0,4\ 30,63 76,60 9.81 647,46 20,19 677.64 11.41 612,23 - 18 2.60 34.39 16,82 
. 628,il 27,11 73,CA 9.01 636,47 21.83 67430 8,85 606,84 - 6 3,lO 36,08 17,37 
. 6.31,46 24,33 76,27 9.41 610,!i0 21,72 672,Z 9.19 606,99 - 6 3,8Y 35.09 18,JO .. 532,63 24,54 83.36 12,32 652,S 22.71 6B5.56 14,MI 604,34 - 6 11.32 36.08 10,20 



ZE'IL 
EQ'BL 
80'9L 
98'~~ 

09'6L 
~9'9~ 
ZP'.PL 
10'89 

00'ZL 
6Z'LL 
~1'28 
10'6s 
LO'QL 

VS'IL 
gO'B L 
QZ'LL 
~8'18 

16'28 
PL'W 
Hi's8 
29'6t 
90'6L 

t9'* 

EC'CS 
L C1€L 
M'P8 

SL'93 
SR898 
09'68 
ZZ'E~ 

82'06 
ZZ'OC 
86'18 
QO'ZV 

L 6'f 1 
08'61 
19'11 
zollz 

1 I'ZZ 
9'zz 
~8'81 
EZ'OI 
80'81 

00'81 
ZL'SI 
GZ'SI 
1l'OZ 

80'6~ 
LO'LZ 
OP'SZ 
f Z'VZ 
81'~~ 

k'f z 
ES'ZZ 
IC'FZ 
GP'PT 

BE'L I 
19'91 
9Z'OZ 
8eSzc 



Friday 

1946-47 

April 6 

DO 12 

*, 1 Q 

I. 10 

I ,  17 

I S  24 

vs 31 

June 7 

o 14 

.. 21 

28 

July 6 

98 12 

.I 1 Q 

.t 26 

STATEMENT XXm 
RESERVE B m  OF INDIA : ISSLT DEPARTMENT 

WEEKLY STATEMENT OF ASSETS LYD LUBILITIES, 1 946-47 

(Refermix pamgraph 78) 
LIABatTIES ASSETS 

Notee held Total Liabilitia 
h'otee in in the Banking: (TOTAL h'mes aold Coin k Skrling R u p  Coin 

Circulation Department Issnru) or Ametr Bullion Gecuriti~ 
Rupee 

Securities 

67,M 

67.84 

87.M 

67.84 

57,& 

67.84 

67.84 

67,M 

67,& 

67.84 

61,84 

57.M 

67.04 

67.84 

67.84 

6784 

87,M 

Pcncnlwe o/ 
CIoM a d  

Skrling Sws- 
rifier to Total 
iy*. Iaared 

93.74 

93.79 

93.81 

93.80 

93.83 

93.92 

93-93 

96-92 

93.91 

94.01 

94.05 

91.08 

94.08 

94-08 

94-08 

94.04 

93.'99 



.. .. .. .. 
" 82 " 
" 12 ;: .. .. .. a. .. 'PI 
" L 'I~"X 

68'LSZ'I 9L19Z 
80'8SZ‘I OL'ZZ 
smz" oa'n 

tBSL!l 
WdL9 
W'L9 
W'LP 

ZE'IIEI'I $bw 
ZS'9L'I'I Zt'W 
ZE'PCI'I ZP'* 
ZE'96I'I ZfW 
ZE'SEI'I ZF'R 

CI'IZ 
M'OZ 
CZ'OZ 
m'oz 

Llg!331'1 
PZ'Lt3I'I 
LE'OOZ' I 
K'StiI'I 

ZC'9E1'1 ZV'W 
ZE'961'1 Z*'W 
zE'YEI'I ZP'W 
ZE'PEI'I zvip 
ZF'96I'I ZV' PD 





STATEMENT XL 
~ E S E R V E  BANK OF INDU : ISSUE DEP~TMENT SINCE 1935-36 

(Reference pragraph 78) 

UABlLFIlES ASSE]rS 
Notes 
hcld in Total 

Notea in tho Liabiliticr Uold Coin Gtcrling R a p  
Circula- Banking (TOTAL and Securities Can* 

tion Depart- Noma Bullion+ 
ment Insn~n) 

Avemp of or Awh 
Friday tigures 

1036-30 . . . .  164. 06 27. 68 191. 64 44. 42 62.00 65.51 
1036-37 . . . .  176.81 26. 81 201. 62 44. 42 69. 67 64.01 
193738 . . . .  186. 16 26. 61 211. 76 44. 42 7D.92 60. 23 

(In l a b  of rupees) 

Per&! n@e 
of W d  and 

Rupee Sterling 
Secnritiee Sec7tritica 

lo Tolnl 
Notes Iaaucd 

. . . .  1943-M 777. 17 10. W 787.67 44.42 643. 52 14.28 85.46 

. . . .  194445 968.69 10. 93 979.62 44.42 863.73 13. 52 67. 05 

. . . .  194546 1.162.64 16.41 1.179. 05 44.42 1.061. 26 15.63 67.84 

. . . .  194647 1.222.90 32. 61 1.Z5.57 44. 42 1.183.88 10. 43 67. 64 
104648 

April . . . . . .  1.106. 01 9. 81 1.115. 82 44.42 995. 82 17.74 57. 84 
Mmy . . . . . .  1.121. 80 11.31 1. 1 . 1 1  44. 42 1.014.82 16.02 5734 
June . . . . . .  1.133.61 11.12 1.144.63 44.42 1.027. 32 16.05 57.86 
July .. . . . .  1.136.91 16.15 1.152. 06 44. 42 1.034.32 16.48 67. 84 
August . . . .  1.138.70 14. 47 1.153. 17 44. 42 1.034. 32 16 .d~  67. 84 

. . . .  &ptember 1.147.14 14.74 -1.161. 88 44.42 r.042. 32 17.30 67. 84 
October . . . .  1.157.03 10. 50 1.167.53 44.42 1.047.67 17.70 57.84 

. . . .  Novcmkr 1.176.73 10.88 1 6  61 44. 42 1.067. 32 17. 03 67.84 

. . . .  h m b r  1.200.19 10.20 1.210.39 44. 42 1.093. 07 16.06 67.84 

. . . .  Janaery 1.2'20.30 10.76 1,240.05 44. 42 1.126.82 12. 47 67.84 

. . . .  February 1.194. 82 48. 13 1.242, 95 44. 42 1.127.83 12. 86 67. 84 
March . . . . . .  1,216. 02 21-74 1,238.66 44.42 1.123.32 13.08 67. M 

l a 6 4 7  
April . . . . . .  1.23.5.12 10. 83 1 3  535 44.42 1.124.07 19.62 57. 84 
b y  . . . . . .  1.237. 015 12.88 l,249,93 44.42 1.129.32 IS, 35 57. 84 
June . . . . . .  1.241.07. 12.36 1254.33 44.42 1.135.32 16.76 57.84 
July . . . . . .  1.225.17 29.22 1,254 ,39 44. 42 1.135.32 16. h 67.84 

. . . .  Au@ 1.214. 41 41.47 1 s .  88 44.42 1.136. 32 111.30 67. 84 . . . .  Septambcr 1.1883 5 68.97 1257s 44.42 1.136.32 19.74 67.84 
October . . . .  1.197. 09 61. 17 1,258 2 6  44.42 1.135.32 20.68 67.M 

. . . .  Nommber 1.201.29 . 57.80 1 s 8 .  89 44.42 l . lW32 2131 57.84 
December . . . .  1.218.78 39. 81 l 3 8 , S  9 44. 42 1.1.35. 32 21. 01 67.04 

. . . .  J~nucrry l;2:40. 80 27. 40 1.258. 19 44.42 1.13.5.32 20. 61 67.84 
February . . . .  1.234. 62 22. !Hj 137.49 44. 42 1.135. 3% 19.90 67.84 
h r c h  . . . .  1.243.03 14.44 1.257.47 44. 4'2 1.136. 32 19. 89 67. -- 

Figuree for Burma rhown within Irockcta below totala . Figares for India only from Jmo. U42 . 
f Vulucd st tho statutory rate of RE . 21-3-10 per to1 a. 
Including Government of Indi. one rapso notes fmm July . 1940 . 

177 



6t4ZP8 
Og4L!)8 
88'tXiS 
08'W 
LE'WL 
60'25L 
89'69L 
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89'1 1 f06[S 
8 L'6 Str'PZ9 
LL'OI 9€'609 
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STATEMENT XLII 

( Reference paragraph 82 ) 

Notm Rupuw* Small Total 
Coin 

Aterage for 5 yam 1914-15 to 19l8-19 .. 
1914-16 . . . . . . . . . .  

. . . . . . . . . .  lS lL l6  

1816-17 . . . . . . . . . .  
1017-18 . . . . . . . . . .  
1918-19 . . . . . . . . . .  
1818-20 . . . . . . . . . .  
1920-21 . . . . . m a . . -  

1921-22 . . . . . . . . . .  
1922-23 . . . . . . . . . .  
192324 . . . . . . . . . .  
1924-25 . . . . . . . . . .  
192526 . . . . . . . . . .  
1920-27 . . . . . . . . . .  
1927-28 a . . . . . . . . .  

192R-20 . . . . . . . . . .  
1929-30 . . . . . . . . . .  
1930-91 . . . . . . . . . .  
1931-32 . . . . . . . . . .  
1932-33 . . . . . . . . . .  
1933-31 . . . . . . . . . .  
1034-35 . . . . . . . . . .  
1835-36 . . . . . . . . . .  
1936-37 . . . . . . . . . .  
1837-38 . . . . . . . . . .  
1038-39 . . . . . .  . . . .  
1839.40 . . . . . . . . . .  
1040-41 . . . . . . . . . .  
1941-42 . . . . . . . . . .  
1942.43 t . . . . . . . . . .  
1043-44t . . . . . . . . . .  
IM4-46 t . . . . . . . . . .  
1945-487 . . . . . . . . . .  
IW-47 $ . . . . . . . . . .  

Inolodiq Qovamment of India one rupeo notee rinw July. 1940 . t India only . 
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STATEMENT XLV 

(fiferenu paragraphs 85 & 88) ( ~ n  thowsnds of rupees) 

Hslf Four Two One Half Single HaU Pie 
m p w t  anna anna anna anna pice pica pieoer T d  

pi-$ piecen piwen piecan* 
Ararrge for 
five yearr 

A v e q e  for 
five yearn 

1935-36 .. ..- 6.69 - 5.68 1178 13.06 . . 11.31 81 59 22, 36 
1836-37 . . . .  22. 1hQ7 22.20 25. 48 .. 12.82 79 66 1.W. 52 
193738 . . . .  25. 00 10. 28 16.08 ID. 21 .. 14.62 89 86 86.81 
1938-39 . . . .  2.40 - %55 8.65 6.34 . . 14.80 84 77 19.15 

1 8 3 0 4  . . . .  60. 67 38.87 48.07 61.26 .. 21. 08 97 97 2.20.98 
1940-41 . . . .  1.52.76 1.02.27 71. 66 76.14 .. 23.27 114  1.06 
194142 . . . .  1.66.83 1. 26.47 87.91 99.25 4.16 29.31 1.18 1. 16 S.O(l,ZI 

. . . .  1942-43 3.81.92 2.80.87 2.21.82 2.02.27 58.89 12. 69 37 75 11.63.U 
194-4 . . . .  5.40. 61 6.16.98 3.33. 70 3.10.98 1.14. 33 20. 46 8 13 18.W 
194448 . . . .  6.51. 02 6.40. 15 3.07.06 3.43. 33 1.30.02 48.78 - 2 4 19. 20.38 
1945-46 . . . .  2.96.54 2.99. 29 1,'s. g5 1.64. 94 61.18 1.10 3 4 93s83 
1-7 . . . .  2.07. 92 1.76. 80 611. 96 61. 18 3922 37. 60 . . r sgqn 

f Sinn: the inauguration of the h r v e  Bank in 1935 rilver h .U  mpeea have baen included in ststbtios mlating 
to  rmsll coin . Inulude nickel half mpeas introduced in May. 194G 3 hclude nickel four onna phcea 
introduoed in May . 1946 . Nickul half euna pioccra introduced in Janua rg. 1942 . 
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STATEMENT XLVI 
PERIODS OF ABSORPTION AND RETURN OF NOTES AND RUPEE COIN SINCE 1920-21* 

(Reference p m g r q h  86) 

AMORITION (+) RETURN (-) 

-- 35.68 
1 !Apt. 1020 to 31 Mnr. 1921 . . + 20,16 

- 3.48 
1 Ang. ICE21 to 31 Dm. 1Y21 .. + 18,19 - 21,tiO 
1 Scyt. 1922 to 31 Dec. 1922 . . + 52,lG - 21.82 
I Spt .  1023 to 2U Fob. 1024 . . + 32,lG 

- 26.09 
1 Aug. 1W24 to 28 Fob. 

1 Aug. 1926 to 31 Doc. 

1 Scpt. 1926 to 28 Feb. 

1 dug. 1927 to 31 Dec. 

1 Sept. 1928 to 31 Dec. 

1 Oct. 1020 to  31 1)eo. 

1 Aug. 1030 to 31 Doc. 

1 k y t .  1031 to 29 Feb. 

1 Aug. 1932 to 3 1 Dffi. 

1 Spt .  1033 to 28 Feb. 

1 Sept. 1031 to 28 Feb. 

1 S p t .  1035 t o  30 Apr. 

1 Ang. 1936 to 31 bfor. 

1 &yl. 1937 to 28 Fcb. 

1 Scpt. 1938 to 28  FA^. 

1 Sept. 1939 to 30 June 

1 Oot. 1940 to 30 JUIIC 

1 Aug. 194 1 to 30 Junc 

1 Aug. 1W4 to 30 Jurrc - 49;m - 338  
1 Oct. 1946 to 31 Mar. 1947 . . +- G4,IH + 35 
-- P - -  

'Pigurea Ior India only fi 
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-- 1 1 : ~ ~  .. 1Apr. 1921to3LJnly 1911 + 18,m - 3G.61 .. 1 Jan. 1922 to 31 Aue. 1922 + 2339 
- 

- 29.04 . . 1 Jan. 1W23 to  31 Aug. 1923 + 47-02 - 27,W . . 1 %r. 1924 to 31 July 1924 + 27.78 - 3G,G0 .. 1 Mar. 1926 t o 3 l J n l y  1025 
f N,M - Gl,93 . . 1 Jan. 1926 to 31 8%. la6 + 20.81 - 2 8 ; ~  . . 1 Nar. 1927 to 31 JuIy I927 + 30.26 - 20.84 . . I Jau. 1928 to 31 dug. 1028 + 2U;26 - 43,09 . . 1 Jun. 1929 to 30 Sopt. 1929 + 14,72 - 40,46 . . 1 Jan. 1030 to 31 July 1930 + GD - 37.48 . . 1 Jan. 1931 to 31 Aug. 1931 
4- 60.41 - 29;01 . . 1 Mar. lOJ2 to 31 July 1932 + 11,iU) - 11.70 . . I Jsn. 1933 to 31 Aug. 1933 + is,sa - 1 . . 1 a .  1931 to 31 Ang. 1931 + 1%.04 . - 
- 2 2 3  .. 1 Mar. 1936 to 31 Ang. 1935 
4 14.03 , - .-- - 17,44 . . 1 bloy 1930 to 31 July ID36 + 38,31 - 20,79 , , 1 Apr. 1037 to 31 Aug. 1!B7 
4- 6.08 . . -  
.- 2534 . . 1 h k .  1938 to 31 A u ~  1U38 + IR,M 
- 2:{,04 . . 1 Mur. 1039 10 31 Ang. 1939 + 112.07 - ~ ; 9 3  .. 1 July 1940 to 30 Sept. 1940 + 43.19 

r --,-- - 5,00 . . l July 1'341 to 31 July 1941 
+771,01 - 11,06 . . I July 1044 to 31 July 1'344 
-I-226.11 - !)I61 . . 1 July 1!145 to 31 JuIy 1945 
-t- 81,W - 2,GO . . 1 J a n  1946 to 31 Jm. 194G + .50.77 - 53.77 . . 1 July 1046 to 30 8ept. 1046 + M,53 

.ou April, 1942. 



STATEMENT XLVII 
CIRCULATION OF NOTES BY DENOMINATIONS SINCE 19 13- 14 

(Reference paragraph 88) 
NOTE8 IhT C I R a 4 T I O N  (in lakhs of rupws) Percentage to Gross Circuldion o/ all nola acepl Be . 10.000 

Taarended(3lstMarch)Re.Rs.Re. Ra . Rs . Re . Re . RS . Re . Re . Re . Ra . Ra . Rs . Re . . Re . Ra . Re . Rs . 
1 2  2-8 5 10 20 50 100 500 1. 000 1 2 2-8 5 10 20 50 I00 6001 .  000 

. 1914 . . . . . . . . . .  1. SI 17.73 8 1.78 7 8 1  2. 64 9 1  . . . . . .  3.2 34.9 2 3.5 35.0 5.8 18.0 

.. * . . .  .. . . .  1921 9. 52 51 14. 05 52. 67 3 3.81 47. 22 2. 53 17.81 6.4 4 9.5 33.5 2.6 31.9 1.7 12.0 

.. 1922 . . . .  0.93 .. S i  15. 84 57. 51 3 4. 05 54.28 2. 05 14. 65 6.2 . . .  2 10.0 38.3 2.5 31.2 1.3 9.3 .. . . . .  .. . . .  1923 10. 88 13 6 2 1 2 3. it3 69-43 1.74 14.41 6.7 1 10.0 36.7 2.3 36.4 1.0 8.8 

.. . 1021 ., .. 11. 89 .. 7 16.90 67.19 2 3. 12 60.41 1. 62 12. 87 6.6 . . . .  9.3 33.4 1.8 40.5 9 7.5 

.. . . . . .  .. . . . .  I925 4.13 4 16.83 85.57 2 2.61 63. 87 1. 33 13. 11 2.5 9.3 40.5 1.5 37.7 8 7.7 

.. . 1926 . . . .  72 .. 2 15. 63 76. 88 2 2.23 60. 22 1. 19 13.20 - 4  . . . .  9.2 45.8 1.3 35.4 7 7.8 

.. . 1927 . . . .  4 . 2 16. 40 72. 86 2 4. 1; 80. 09 1.10 13.43 . 3 . . . .  9.9 43.7 1.3 36.1 7 8.0 

.. . 1928 . . . .  33 .. 1 18. 01 76.27 2 2. 03 63. 07 1.05 1 4 9  . 2 . . . .  10.7 43.2 1.2 35.7 6 8.4 

.. . I020 . . . .  30 .. 1 23. 77 74. 55 2 2. 01 (33. 76 09 1 3 9  . 2 . . . .  13.2 l l . B  1.1 36.5 6 7.0 

.. . 1930 . . . .  33 .. 1 20. 07 69.03 2 1.00 58. 88 84 10. 73 . 2 . . . .  12.3 42.6 1.0 36.3 3 6.7 

.. . , 1931 . . . .  34 . 1 IS. 92 84. 20 2 1. 53 5). 86 77 10. 76 . 2 . . . .  12.5 42.4 1.0 36.3 S 7.1 

. . .  . % 1932 . . . .  3 . 1 22. 31 63.53 2 1. 51 03. 07 79 11. 67 . 2 . . . .  13.2 11.1 9 37.3 4 6.9 

. . .  . 1933 . . . .  33 .. 1 19. 95 61. 53 2 1.28 61. 66 63 11. G3 . 3 . . . .  13.0 40.5 8 37.6 5 7.6 
1 9  . . . .  33 .. 1 21. 53 67.11 2 1. 33 64. 90 63 11. 31 . 2 . . . .  12.9 40.2 . . .  8 38.8 . 4 6.7 

. . .  . 1035 . . . .  3 .. 1 23.11 67. b3 2 1. 26 00.94 W 17. 72 . 2 . . . .  13.5 39.5 7 35.5 3 10.3 
Tear onJed(3lst Dec.) 
1935 . .  32 .. 1 25. 28 69. 31 1 1.34 62.35 63 1234 . 2 . . . .  15.0 48.3 . . .  7 36.0 . 3 7.5 

33 .. 1 1 7 1  7 4  1 1. 30 69.07 48 12.11 2 . . . .  16.5 40.2 8 35.9 2 6.2 . . . .  . . . .  . 
32 .. 1 3 2 4  76. 08 1 1.25 62. 44 46 11. 01 2 . . . .  17.5 41.3 7 3P.O 2 6.0 . . . .  . . . .  . 

. . . .  . . . . .  32 .. 1 33. 84 77.89 1 1. 01 62.81 37 10. 51 . 2 18.1 41.7 . . .  6 33.6 2 5.6 
.. . .  3 1 45.63 03. ?9 1 92 76. 57 3 13. 79 - 1  . . . .  19.4 41.9 .. 4 32.1 . 2 5.9 
.. . .  32 1 44. 03 97.83 1 61 80. 44 33 17.01 - 1  . . . .  18.3 40.6 . . .  2 33.4 - 1  7.3 

3 1 62.23134.59 1 31 113. 13 36 28. 20 1 18.3 39.7 - 2  33.3 - 1  8.3 . . . .  . . . . . .  .. 
3 2 . .  1 1 6  2 1 2  1 46 2d2.82 $2 54.07 18.3 37.4 - 1  34.8 - 1  9.3 . . . .  . . . . . .  .. 

.. . . . .  32 5. 56 1 142. 4S 302.93 1 37 291. M 60 90. 99 . . .  7 17.1 36.3 . . . .  35.9 a1 10.9 

.. .. . . . .  32 9. 73 1 145. SO 303.38 1 30 362.51 32 100.93 .. 1.0 14.8 36.1 . . . .  38'0 10.1 
.. .. .. . . . .  52 14. 4.5 1 153. 67 425. l7 5 495. 81 26 113. 37 .. 1-2 12.8 35.3 . . . .  41.8 9.4 
. .  .. .. . . .  32 25.42 1 197.09 645. 40 10 188. 71 3 1.31 .. 2.0 15.7 43.3 . . . .  38.8 0 ' 1  

Excluding (1) the Gorernment of lndin one rupee notee introduced in July. 1940. which are treated for the parposea of tho Bnnk se rupee ooin. and 
(2) Re . 10.000 note3 which were muir~ly ued by banke for making large sdjuating papenta . India notse ody. 



STATEMENT XLVm 

WHOLE RUPEES COINED AND ISSUED PROM TEE INDIAN ~ ~ I N T S  SINCE 1835 

Coined in Coined in Wid in Tobl C d d  
Calcuth Madram Bumbay 

William IV. 1836 . . . .  
Victoria, 1840. 1st h u e  .. 1840. 2nd .. .. 1802 . . . .  .. 1874 . . . .  .. 1875 . . . .  .. 1 R7(i . . . .  . 1877 . . . .  . 1878 . . . .  .. 1879 . . . .  . 1880 . . . .  

1881 . . . .  .. 1882 . . . .  .. 1183 . . . .  .. 1184 . . . .  .. 1885 . . . .  . 1880 . . . .  .. 1887 . . . .  .. 18H8 . . . .  .. 1849 . . . .  .. 1x90 . . . .  .. 1191 . . . .  . 1892 . . . .  .. 1803 . . . .  .. I897 . . . .  .. 1808 . . . .  . 1900 . . . .  
IDOI .. . . . .  . 19Olmoinedin1904 

Edward M. 1M3 ditto . . . .  1903 .. . . .  1904 .. .. 1005 .. 

He. 
16.39.78. 672 
31.16.70. 921 
76.66.60. 937 
70,89,12.179 
4,35,22.400 
3.09.81.648 
4.09.50. 301 

13.4H.08. 012 
9.66,8G.033 
8.87.28. 2tW 
7.21.85. 518 

M.97.877 
7,14.87.G07 
2.31.40. 161 
4.84.88.327 
8.00.30. 203 
5.2024. 632 

8.BG.00. las 
7.07.68. 000 
7.46.68. 310 

11,76.41,865 
0.41.69. 903 

10.40,66,120 
(a) 7.87.30. 310 
( 6 )  15.24. 777 
(6) 75.19.413 
(c) 11,81.30,499 
(d) 10.91.35. 901 
(e) 9.31.39. 3E4 

25.000 
(n 10.23.47. ~6 
(g )  16.02.78. 908 
(1) 12,74.00,100 

(a) Including ltr . 5.M. 000 coined for the Biknncr State . (b) Cm account of Kashmir and Bhopal re.cohage . 
(c) . .  2.00.02.114 coined for Indian States . (d) I~lclutlil~g Ru . 1.00.43. WP coiner1 for Indian Stater 

(e) . . . .  2.9H.86. 014 . . . . . .  .. (f) .. .. 11.G0. 451 .. a) n 

9 )  . . . .  60.422 . . . . . . .  (A) .. ,, 3.28.000 se 11 I 



STATEMEIUT XLVm-c contin ued) 

W i d  in Coined in Coined in Coined in TotJ 
Calcutta Madras Bombay Iahote 

Rm. RE. Ra Ib. 
E d r d  VII, lead . . . .  10,47.97,164 .... 16,80,63,269 .... (j) 26,37,60,433 

.... rn .. IQO7 . . . .  8,13,38,000 .... 17,09,11,810 (k) 26,22.49,816 . I . .  1908 . . . .  2,02,17,728 .... 1,07.14,770 .... 3,09,32,498 

G o a e  V, 1811 . . . .  42,09.924 .... 51,43,125 .... 94,43.049 , . .  1912 . . . .  4,61.22,132 .... 7,00,67.074 .... (m) 12.41.89.206 . . . .  1013 . . . .  1,68,00,163 .... 8.74.66.788 .... (n) 16,32,65,951 . . .  1814 . . . .  3,31,00,150 .... .... 1,62,70,000 4,83,70,160 

1916 . . . .  
1916 . . . .  
1817 . . . .  
1917 coined in 1918 
1918 . . . .  
1918 ooined in 1910 
1910 . . . .  
1919 ooined in 1920 
1920 . . . .  
1920 coined in 1921 
1920 coined in 1922 
1920 coined in 1923 
1021 . . . .  
1922 . . . .  
1936 coined in 1040 
lea0 .. . . 
1941 . . . .  
1942 .. . .  
1943 . . . .  
1044 . . . .  
1945 . . . .  
1946 . . . .  

53.71.979 .... 1,62,72,118 
9,79.00.ooo .... 21,29,00,210 

16,16,82,660 .... 26,47,82,876 
.... .... 17.74.025 

21,06.50.303 .... 41,16,76,603 
.... .... rO,M,006 

22,67,08,064 .... 42,311.12.276 
.... .... 1,44,00,031 

5,89.30,544 .... 0,46,36.629 
.... .... ~ % c ' c ' , ~  
.... .... 6.64,OOO 

.... .... 4q36,ooao 
61.15.121 .... 61,16,121 
20,61,160 .... 20.61,lM) 

98.02.1 78 .... 98,M,178 
(0) a,35,00,002 .... 2,35,00,002 
(0) 24,11,00,001 .... 24,11.00,001 
(0) 23,76.00,001 ...a 23.75,00,001 
(0 )  6,69,94,037 .... 0,69,44.037 
(0) 16,22,06,000 (0)  8.64.00.000 23,76,06,000 
(0) 13,47,94.000 (0) 9,11.00.000 (0) 22,58,94,000 
(0)  78,T2,0M (0) 2,70,!?6,63!2 (u) 3,48.97.532 

TotalW-IV . . . . . .  10,90,88,070 11,78,000 5,37,12,502 .... 16,39,78,572 

.... . . . . . .  . ~~~ 133,69,06,058 10,64,29,305 207,8(l,44,775 352.13,80,138 

.... .... Edward VII 39,07,38,340 59,21,15,212 98,28,53,552 . . . . .  . c m r g e V  . . . . . .  86,53,23.660 .... 94,21,59,857 .... 180,74,83,517 

,, 0 0 - a  VI Standard . . .... .... 98,05178 .... 98,02,178 
.... .... ss QW-W -. 86,39,66,64 1 2Q,35,Z,532 106,74,92,173 

Total .. 270,20,56,128 10,76,07,305 453,98,01,16 20,35,B1532 755,B,W,l30 

(j) Including Ra. 3.90.310 aoind for Indian B b t a  and Ra. 1,67,00,000 (Calcntts RE. 32,00,000 and Bornbey 
He. 1,36,00,000) c o w  from silvur in Qold Gtandard Reeema 

(k) ,, Ra. 94,760 ooined for Indian Statea and Rs. 4,33,00,000 (Calcntta Ile. I ,68,00,000 and Bombay 
Rs. 2,85.00,000) coined from ailver in Qold Stsndard Ilescrvc. 

( I )  , Rn. 1.01.459 coined for Indian States. (m) Including Rs. 1456,260 coined for Indian State& 

(4 en ,, 12.76.441 ,, .. I# (0) Quaternary rnpeos. 



Jht of Approved N o n - s c h d a  R.rk and Iadigsaou, Bulken E u b  
for G m d d  Ratea of R- d r  tb4 Rucm Bank'm SChome 

of Ramhnce  Facilitim. 

1. Agricultural and Indwtriol B a d  L a . ,  Coondepur. 
2. Amdt Bank Ltd., Amritw. 
3. Aamciated Be& of Tripurn Ltd., Qangasrgar. 

*4. Balth-r and Son (Bankern) Ltd., Rangoon. 
6. Bsnk of Citkenn Ltd., Bolgaum. 
6. JknL of Calcutta Ltd., Calcutta. 
7. Be& of K s d  Ltd.. m d .  
8. Bank of K o h n  Ltd., Malvan 
9. Bank of the East (1927) Ltd., Ganhati. 

10. Banthin Bank Ltd., PanveL 
1 I. Berellly Bank Ltd., Bareilly. 
12. Belgnum Bank Ltd., Belgaum. 
13. Bengrl Bank Ltd., Calcutta 
14. B h a t  B s W g  Co. Ltd., Silchr. 
16. Bhamt Indostrial Bank Ltd., Poona. 
16. Bihnupur b n k  Ltd., Bidmupar. 

*17. Barme.Bnddhiat Orphanage Artnociation Bank Ltd., Moudaley 
18. Calcutta Indnstrial Bank Ltd., Calcutta. 
18. Central Mcmantile Bank L a ,  Mongbyr. 
20. Chswla Bank Ltd., Bannu. 
21. Chohnagpur Bsnking Association Ltd., Hwribagh. 
2% City BanL Ltd., hhom.  
23. Commemisl Bank and Trnat Ltd., Msdran. 
24. Commonwealth Bank Ltd., Kumbekonnm. 
25. Continental Benk of Aeia Ltd., Cnlcutta. 
26. Uaae Bank Ltd., Culcutts. 

*27. Daweon'a Bank Ltd., Pyapon, Donne. 
28. Dinnjpur Trading A; fhnking Co. Ltd., Mnajpur. 
2B. 1)indi~wl Sri Knnnikspammenweri Dank Ltd., DindiguL 
30. Enstorn Trnderv Bank Ltd., Calc~~ttu. 
31. Ihetem Union Bank Ltd., Cbittngong. 
32. F'nderal Bnnk of India (Pnnjeb) Ltcl., Lnhoru. 
:VJ. Froativr Bank Lld.. Den, lsnrnil Khan. 
34. Qauhati Hank LW., Oauhuti, A~aam. 
36. Ciriah Hank Ltd., C~lcutta. 
3tl. IIiialylr Bank Ltd., Knngrn. 
37. Him Bunion Bank I.tcl., Mcumt. 

* With the tcnninntion of the India and Bunnn (Burma Monetary Amngementtl) Order. 1837, 
from lat April, 1047, reloittanm fnuilities oeaucd to apply to B u m  Burke. 
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38. Indin's Ideal Bunking Corporstion Ltd., Bmgalore. 
39. Indian Nutional Bank Ltd,, Calcutta. 
44. Jaya Lsxmi Bank Ltd., Mangalom. 
41. Knmataka Bank Ltd.. Mangalore. 
42. Kotngiri Bunk L a . ,  Kotagiri. 
43. Kulitdai Bank Ltd., Richinopoly. 
44. Laxmi Industrial Henk l.td., Cnlcutta 
46. Lion Bunk Ltd.. Rnwalpindi. 
46. Mabanrshtra Apex h n k  Ltd., Udipi. 
47. Mnnnaqpdi Bank Ltd., Manmrgudi. 
48. Muyuvaram Pcmancnt Fund Ltd., Mayavaram. 
49. Mdarkodc Bank Ltd., Palghat. 
50. Naini Tal Hank I+&, Naini Tal. 
51. Notional Bonk of Sialkot Ltd., Siulkut. 
52. National Economic Uank Ltd., Cslcntta. 
53. National Security Bank Ltd., Calcutta. 
DL Pioneer Commewirl Bank L t d ,  Calcuttu. 
GG. Pollachi Union Bank Ltd., Pollachi. 
66. Punjnb and Kasblnir Bunk Ltd., Ruwslpindi. 
57. Rujapalaiyam Commercial Bank Ltd., Rajapleiynm 
68. Rayalaseema Bank Ltd,  Bellary. 
60. Sehnkara Bank Ltd.. Ludhiune. 
60. Salem Bank Ltd., B&m. 
01. hngl i  Bunk Ltd., I3nngli. 
62. Sakra Swarlcahi Commercial CO. Ltd ,  Setam City. 
63. Shillong Banking Copret ian Ltd.. Shillong. 
G4. t3ind NaLion~l Bank Ltd., Hydemhd (Sind). 
65. Sonar I3ang-la Bank L a ,  Calcutta. 
66. Southern India Apex Bank latd.. Ddipi. 
67. Buburbun Bank Ltd., CalouLta 
68. Supremo Bank of India Ltd., Belgaurn. 
09. Surat Bnnking Corporation Ltd.. h a t .  
70. Surma VdIey Bunk Ltd., Gylbet. 
71. Sylhet Comorcial Bank Ltd, Sylhot. 
72. Sylhot Industrial Bank Ltd., Sylhot. 
73. Tezpur Induntrial 'Hank Ltd., Tezpur. 
74. Trichinopoly Bcnk Ltd.. Trichinoyoly. 
75. Tricbinopoly Tennore Hindu Prrmnent Fund Ltd., Trichinopoly. 
78. Union Bank of Bengal Ltd., Calcutta. 
77. Union Bunk of Dijspur and Sholapur Ltd., Bijapur. 
78. United Wentern Bank Lt&. Satarn City. 
70. U.P, indtlstrial Finnnoiug Corporatioll Ltd., Cawnpom. 
NO. Vijaya Bank Ltd., Mangalom. 
81. Vynya Bank Ltd., Bangaloro. 

1. Messre. U k r a m  Dwarkadae, Bimla. 
2. Meitam. Bhanbl Bankers, Shahjahanpur. 
3. Mesnra. Ihugnmh MohmInlmh. Ranikhet. 
4. Mr. Renchodbhai Dhaichandbhai Sure, Bornby. 
6. Union Banking Service, Chiplun. 
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