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CHAPTER I 

I NTRODUCTORY 

The present report which is the second report under section 36(2) of the Bank- 
ing Companies Act, 1949, and covers the period from the 1st January 1950 to the 
31st December 1950, confines itself mainly to a narration of important features of 
the administration of the Banking Companies Act and to an  analysis of the trend and 
progress of banking in the country during the year 1950. The report on  the trend 
and progress of banking in the country in 1949, which was the first report under sec- 
tion 36(2), dealt with various subjects such as the administrative machinery set 
up  by the Reserve Bank to enable it to perform its statutory functions and duties, 
the initial difficulties encountered and the problems that had to  be tackled in the 
first year of the administration of the various provisions of the Banking Companies 
Act. The  report also included the history of banking legislation in  India and bank- 
ing developments prior to the year 1949. A brief reference to these topics was neces- 
sary in the first report to provide the background for a proper appreciation of deve- 
lopments in  the field of banking in  India. 

2. T h e  general pattern of the present report is the same as tha t  of the pre- 
vious report. Chapter I1 deals with banking legislation in 1950 and briefly explains 
the amendments to the Banking Companies Act. Chapter I11 reviews the Bank's 
experience in the administration of the various provisions of the Act. T h e  trend 
and progress of banking in the country during the year 1950 as revealed by the various 
returns received from banking companies and other information available with the 
Reserve Bank, are commented upon in  Chapter IV, while the activities of the Reserve 
Bank of India under sections 17  and 1 8  of the Reserve Bank of India Act, 1934, 
are described in Chapter V. Lastly, Chapter V I  contains suggestions for the streng- 
thening of banking business in the country. 

3. Appendix I includes statistical data and graphs showing the position of 
banking companies, prepared on the basis of the various returns submitted to the 
Reserve Bank and other available information, while Appendix I 1  gives notifications 
issued under the Banking Companies Act. Appendix I11 reproduces some of the 
important circulars issued by the Reserve Bank to  scheduled a n d  non-scheduled 
banks a s  well as  two press communiques outlining the Bank's policy and programme 
of bank inspections. 



CHAPTER II  

BANKING LEGISLATION IN INDIA D U R I N G  1950 

, . I t  was stated in paragraph 23 of Chapter 111 of the first report that the Banking 
.Companies (Amendment) Ordinance, 1949, was ~romulgated on the 19th Septem- 
ber 1949 with the object of expediting the disposal of winding up proceedings of 
banking companies. I t  was further stated therein that its provisions were incorporat- 
,ed in the Banking Companies (Amendment) Act, 1950, with certain modifications. 
The opportunity for amending the Banking Companies Act was also utilised to 
include in the amending legislation provisions for facilitating the amalgamation 
of banking companies and certain other important modifications found necessary a s  
a resl~lt of the actual experience of the administration of the Act. The Banking 
'Companies (Amendment) BiII, 1949, which was designed to give effect to these 
amendments, was introduced in the Constituent Assembly of India (Legislative) 
on the 20th December 1949 and was referred to a Select Committee on the 23rd 
December 1949. After taking into consideration the recommendations of the Select 
Committee, the Bill was passed by Parliament on the 10th March 1950 and came 
into force with effect from the 18th March 1950. The main provisions of the 
Amendment Act are explained in the following paragraphs. 

2. Amendment of Section 1-Extent of t h  Act : Owing to the constitutional and 
legal difficulties that existed a t  the time of the passing of the Banking Companies 
Act in February 1949, the Act could not be extended to the whole of India from the 
date of its commencement. With the inauguration of the Constitution of India on 
the 26th January 1950, however, the constitutional difficulties ceased to exist and the 
k t  was extended to the whole of India except the State of Jammu and Kashmir. 

3. Amendmnt of Section 23: Section 23 (as i t  originally stood) imposed restrictions 
'on the opening of branches in India but did not empower the Reserve Bank to regu- 
late the opening of 'branches by Indian banks outside India. I t  was, however, felt 
that th'e maintenance of a satisfactory financial position and the observance of sound 
banking traditions by foreign branches of Indian banks were matters of vital irnpor- 
tance not only to the prestige of Indian banking abroad but also in the larger interests 
.of the country and it was, therefore, considered essential that the Reserve Bank 
should have powers to regulate the opening of branches by Indian banks in  foreign 
countries as well. The section, as amended, therefore, prohibits a banking company 
incorporated in India fkom opening a new place of business or changing, otherwise 
than within the same city, town or village, the location of an  existing place of 
business in any country without obtaining the prior permission, in  writing, of the 
Reserve Bank. 

4. Amndmenf o f  Section 25 : Sub-section (1) of section 25 of the Act requires 
that the assets in India of every banking company at the close of the last working day 
of every quarter shall not be less than 75 per cent of its demand and time liabilities 
therein. Sub-section (3), as it stood prior to the amendment, provided that "assets 



in India" were to be deemed to include export and import bills drawn in such cur- 
rencies as the Reserve Bank may from time to time approve in this behalf and also 
securities which the Reserve Bank could purchase or make advances against under 
section 17 of the Reserve Bank of India Act. This sub-section did not vest discretion 
in the Reserve Bank in approving securities, as in the case of currencies in which the 
export and import bills were to be expressed. I t  was considered desirable, in the 
interests of the depositors in India, that only such securities as were approved by the 
Reserve Bank should be considered as assets for the purposes of section 25 of the Act. 
This sub-section has, therefore, been amended so as to empower the Reserve Bank 
to approve, for the purposes of section 25 of the Act, not only the currencies in which 
export and import bills are expressed, but also the securities which can be treated as 
assets in India, notwithstanding that the said bills or securities are held outside India. 

5. Insertion of new Section 44A-Procedure for amalgamation of banking companies : 
Although section 45 of the Act (as it originally stood) required the Reserve Bank's 
previous sanction for any scheme of amalgamation, and sub-section ( l ) ( b )  of section 
36 provides that the Reserve Bank may on a request by the banking companies 
assist as a n  intermediary or otherwise in proposals for the amalgamation of such bank- 
ing companies, the actual process of amalgamation was found to be dilatory as it 
continued to be governed by the Indian Companies Act which necessitated recourse 
to Courts of law, thereby giving rise to a serious delay in putting through the scheme. 
Further, it was also possible for a few dissenting shareholders to hold up the scheme 
of amalgamation for an unduly long time even if it was in the best interests of the 
amalgamating companies and a substantial majority of shareholders agreed thereto. 
The procedure, therefore, made amalgamations between banking companies difficult 
and it was considered desirable to revise it by a suitable amendment of the law. 
A new section has, therefore, been inserted in the Banking Companies Act introduc- 
ing a revised procedure for the amalgamation of banking companies. This proce- 
dure has done away with recourse to Courts of law, has minimised the legal formalities 
and has eliminated the possibility of a few dissenting shareholders holding up the 
scheme. 

6. Insertion o f  new Part 111 A-Sjecial provisions for speed3, disposal of winding UP 
proceedings : Sections 45A to  45H contain provisions intended to  expedite the wind- 
ing up  proceedings of banking companies. The High Court alone has been given 
jurisdiction in the matter of the winding u p  of banking companies and is empowered 
to  decide all claims by or against banking companies in liquidation. AS regards 
offences in relation to such banking companies, the High Court has been empowered 
to award punishment after a summary trial if the offence is one punishable with not 
more than two years' imprisonment or with a fine not exceeding one thousand rupees. 
I n  more serious cases, provision has been made for trial by a Judge of the High Court 
other than the Company Judge. All such trials are to be without jury. For the 
purpose of calculating the period of limitation in  respect of claims by a banking com- 
pany, the period of one year immediately preceding the date of the winding up order 
is to be excluded. The Official Liquidator has been authorised t o  take possession of 
all properties and books of account of the banking company i n  liquidation with the 
help of the District Magistrate concerned. T h e  Reserve Bank has been empowered 
to examine the report of ally proceedings for the winding up of a banking company 
and to tender advice if the Court directs the liquidator to obtain such advice. 



7. Amendment to th Banking Companies Rules and to Form. prescribed under the Act and 
the Rules : O n  the enactment of the Banking Companies (Amendment) Act, 1950, 
consequential changes in the Banking Companies Rules, 1949, and the forms prescrib- 
ed under the Act became necessary and the recommendations of the Reserve Bank 
regarding a suitable revision of the rules and forms were forwarded to the Central 
Government in May 1950. While formulating the draft amendments, the oppor- 
tunity was availed of to suggest further changes which were found appropriate in 
the light of the difficulties experienced by banking companies and the Reserve Bank 
during the administration of the Act and the Rules. The Central Government, in 
pursuance of the procedure laid down in section 52 of the Act, published the draft 
amendments to the rules and the forms in the Gazette of India dated the 16th Sep- 
tember 1950. Consideration of the draft amendments together with the comments 
and suggestions received thereon has to be taken up after six months from the date of 
their publication.* 

-- 
* 7 % ~  amendmcnta have since been brought into force by tllc Government of India Notification 

dated the 20th April 1951. 



CHAPTER I l l  

ADMINISTRATION OF T H E  BANKING' COMPANIES ACT, 1949 

Introductory : A brief description of the organisation entrusted with the adminis- 
tration of the various provisions of the Banking Companies Act has been given in the 
report for the year 19-19. During 1950, the general set-up ofthe organisation (Depart- 
ment of Banking Operations) remained the same but the staff at the Central Office 
at  Bombay as also at the other local offices at  Calcutta, Madras, Delhi and Kanpur 
was augmented to enable the Reserve Bank to discharge its statutory duties. 

2. Scope cf the Act : I t  has been stated in Chapter I 1  that the Banking Compa- 
nies (Amendment) Act, 1950, extended the Banking Companies Act t o  the whole of 
India, except the State of Jammu and Kashmir. This did not, however, by itself 
make the Act applicable to banks which restricted their activities t o  areas to which 
the Indian Companies Act did not extend, as the Banking Companies Act applies 
only to companies which can be wound up  under the Indian Companies Act. I n  
order, therefore, to ensure the application of the Banking Companies Act to all banks 
functioning in India (except the State of Jammu and-Kashmir), it was necessary to 
extend the Indian Companies Act to the whole of India. This was done partly by  
the Merged States (Laws) Act and Part C States (Laws) Act which came into force 
on the 1st January 1950 and the 16th April 1950 respectively. As regards Part B 
States, a provision to extend the Indian Companies Act to these States was included 
i n  the Part B States (Laws) Bill, 1950*, which was introduced i n  Parliament on the 
17th November 1950. 

3. Classijication of com$anies into banking companies and non-banking companies : 
The  work relating to the classification of companies into banking and non-banking 
companies continued to engage the attention of the Reserve Bank during the year 
under review. I n  addition to the cases of 27 companies which were under considera- 
tion a t  the close of the previous year, 23 further cases were reported by the Regis- 
trars of Companies of the various States, making a total of 50. Out of 30 companies 
whose cases were completed during the year, 29 were classified as non-banking corn- 
panies, while one was found to be doing banking business within the meaning of 
section 5(1) (b) of the Banking Ccmpanies Act and was, therefore, classified as a bank- 
ing company. 20 cases were l~nde r  consideration at  the end  of the year. " 

4. Use of wordr "batlk", "batzker," "bankirzg" : Sectioli 7 of the Banking Compa- 
nies Act provides that as from the 16th blarch 1951, no company, other than a bank- 
ing company, shall use as part of its name any of the tvords "bank", "banker" o r  
c c  banking" and no company shall carry on the business of banking i n  India unless i t  
uses as part of its name one of such words. A scrutiny of the available list of banking 
companies showed that there were 31 companies whose names did not conform to  
the requirements of section 7. They were, therefore, advised to take suitabIe steps 

*The Bill llas since brcn cnactcd and has bcen brought into force from the 1 s t  April 1951. 



at an early date. Accordingly, during the year under review, 15 banking companies 
effected the requisite change in their names. As regards non-banking companies 
whose names contravened the above provisions, the Registrars of Companies 
concerned were requested to take necessary action. Consequently, eight non- 
banking companies deleted the offending words from their names. 

5. Restrictions on cerlain forms of enz)loyment : Section 10 prohibits the employ- 
ment of managing agents and places restrictions on certain forms of employment by 
banking companies. Companies which were not complying with any of the provi- 
sions were advised to regularise the position as early as possible. During the course 
of inspections it was observed that a few banking companies had violated the provi- 
sions of section lO(1) ( b )  (ii) b y  employing persons whose remuneration or  part of 
whose remuneration took the form of commission or a share in the profits of the 
company. As these violationsfappeared to be inadvertent rather than deliberate and 
as the banking companies concerned were willing to rectify the position without 
delay, they were advised to g o  so and no further action was considered neces- 

L 

sar y . 
,. I.' 

Sections l o ( 1 )  (c) (i) and IO(1) (c) ( i i)  provide that no banking company shall be 
managed by a person who is zl director of any other company, not being a subsidiary 
of the banking company, or by,a person who is engaged in any other business o r  voca- 
tion. During the period under review, 36 cases, including 1 3  cases pending at the 
close of the prevlous year, pertaining to the violation of these sections were considered 
and the banking companies concerned were directed to comply with the law. 21 
banking companies took steps to fulfil the legal requirements, while the remaining 
15 banking companies stated that they were taking suitable action. 

6. Minimum capital requirements : Section 11 of the Act, which prescribes the 
'minimum requirements in respect of paid-up capital and reserves of banking compa- 
nies, allows a period of three years to banking companies in existence at the com- 
mencement of the Act to comply with its requirements. Compliance with the pro- 
visions of the section can be achieved either by raising the capital and reserves to the 
hrescribed minimum or by restricting the area of operation. Applications from bank- 
ing companies for permission to issue additional capital for the specific purpose of 
complying with the requirements of the section were, therefore, more numerous. 
In addition to the applications of five banking companies which were under conside- 
ration a t  the close of the previous year, applications from 36 companies were receiv- 
ed during the year under review. Of these, 24 companies were permitted to issue 
.additional capital and the applications of 17 companies were under consideration 
a t  the close of the year. 

Although section 1 1  comes into operative force from the 16th March 1952 in 
the case of existing banking companies (excluding those incorporated outside India) 
their position in relation to the requirements of the section was examined from 
the information available with the Reserve Bank. It was observed that as a t  the 
31st December 1950, there were 150 banking companies whose paid-up capital and 
reserves were below the amount they will be required to have when the section comes 



into operative force. T h e  distribution of these banking companies according to 
their area and size is given in the following table :- 

. . .  
- 

Size of paid-up capital and reserves* as Bombay Calcutta Delhi Kanpur Madras Total 
at the 31st December 1950 

(. ...... .Number of banking companies. ..... -1 
I. Below Rs. 60,000 . . . . . . .. 4 24 3 4 46 8 1 

2. Rs. 50,000 and above but below Rs. 1 
lakh . . . . . . . . .. 2 9 1 . . 15 . 27 

3. Rs. 1 lakh and above but below Rs. 5 
la* .. . . . . . . .. 3 9 . . 1 15 28 

4. Rs. 5 lakhs and above . . . . . .  5 7 . . . . 2 14 

TOTAL . . 14 49 4 5 78 150** 

* Book value 

** Excluding banking companies incorporated outside India, those working under schemes of 
arrangement and those incorporated in and confining their activities to 'Part By States. 

I t  will be observed from the above table that out of 150 banking companies, 
as many as 127 were from the Calcutta and Madras areas. The capital and reserves 
of as many as 81 banking companies, of which 70 were from the Chlcutta and Mad- 
ras areas, were below the minimum of Rs. 50,000 for a banking company with a 
single office. The  attention of all these companies is being drawn to the require- 
ments of section 11. Incidentally, it may be observed that for determining the 
minimum capital requirements, sub-section (5) of section 11 defines 'value' as the 
real or exchangeabIe value and not the nominal value of the capital and reserves 
which may be shown in  the books of a banking company. I t  may, therefore, trans- 
pire that while primajacie a banking company complies with the provisions of this 
section, the real value of its capital and reserves may, as a result of a n  evaluation of its 
assets and liabilities, be found to  be below the minimum requirements. 

7. Regulztion ofcapital and restrictions on voting rights : I t  was stated in the previous 
report that there were a t  the end of 1949 ten banking companies which contravened 
the provisions of section 12(i) or 12(ii) relating respectively to the proportion bet- 
ween the authorised, subscribed and paid-up capital and the composition of share 
capital. One more case was reported during the year. Of these, three companies 
took necessary steps during the year under review to comply with the provisions of the 
law and the remaining eight companies were taking requisite action i n  the matter. 
I n  regard to  the restrictions on voting rights contained in sub-sections (iii) a n d  (iv) 
of section 12, the mere existence of a provision in the articles of association of a bank- 
ing company, conferring on the shareholders voting rights in excess of- the limits 
stipulated i n  these sub-sections, does not constitute a contravention of the  sub-sec- 
tions. If, however, the banking company actually contravenes the provisions of 
these sub-sections, it would he liable to the penalties provided under the Act.and 
would not be entitled to carry on banking business. To avoid any unintentional 
breach of the law it is desirable to  amend the articles. The  banking companies 



concerned were, therefore, advised to take suitable action. Accordingly, 23 banking 
companies amended their articles of association during the course of the year, while 
36 banking companies were taking steps in that direction. 

8. Prohibition of common directors : I n  addition to the cases of eight banking com- 
panics which had contravened the provisions of section 16 by having common direc- 
tors and which were under consideration a t  the commencement of the year, 24 bank- 
ing cornparlies were found to be in the same category during the conrse of the year. 
O n  being advised to regularise their position, 20 banking companies took necessary 
steps 'in the matter while 10 companies were taking suitable action to comply with 
the legal requirements. T h e  remaining two went into liquidation. 

Besides the above, in the case of three banking companies, which were entrusted 
with the treasury work of one of the State Governments, it was observed that  the 
directors nominated by the State Government were common to all the three banking 
companies. This involved a contravention of section 16, but as the State Govern- 
ment desired to retain common nominees in order to ensure-uniformity of control, 
they recommended that these banking companies should be exempted from the provi- 
sions of section 16 in so far as they related to the directors to be nominated by the 
State Government. The Reserve Bank recommended the case for exernpion to  the 
Central Government who agreed with the views of the Reserve Bank and issued the 
necessary notification on the 23rd January 1950. 

9. Maintenance ofcash reserve : During the course of the scrutiny of the monthly 
returns submitted by the non-scheduled banks in terms of section 18  of the Act, it 
was observed that the provisions in  regard to the maintenance of the prescribed 
cash reserve were generally complied with and  that cases of default were com- 
paratively few. I t  was only in a limited number of cases that  the defaults were 
frequent or continuous and the banking companies concerned were advised to 
comply with the provisions of the section. Some of the defaulters were displaced 
banks and were working under schemes of arrangement, while others were facing 
withdrawals on account of disturbed conditions in  the areas in  which they 
operated. There was no occasion to  take penal action against any  banking 
company as the explanations for the defaults were usually found to b e  satisfac- 
tory and the defaults themselves were generally of a casual nature. 

I n  terms of the provisions ofsection 18, non-scheduled banks are allowed to main- 
tain the prescribed percentage of cash reserve either with themselves, o r  in  a n  account 
opened with the Reserve Bank, o r  partly in cash with themselves and partly in  such 
a n  account. During the year under review, three non-scheduled banks applied for 

to open accounts with the Reserve Bank. The financial position and 
methods of operation of these banking companies were not, however, found t o  be 
quite satisfactory and their applications were consequently rejected. 

10. Restriction on nature uf subsidiary* companies : In  terms of section 13(1), which 
permits the formation of a subsidiary company by a banking company only for 
certain specified purposes or with the previous permission, in writing, of the 
Reserve Bank, for such other purposes as  a re  incidental to the business of banking, 
one scheduled bank (incorporated outside India) applied for permission to form a 
subsidiary company for executing trusts. As the purposc of the proposed subsidiary 



company was incidental to the business of banking, the banking company was 
granted the necessary permission. Another scheduled bank was observed to  have 
contravened the provisions of section lB(1) by the acquisition of the entire share 
capital of a company which thus amounted to the formation of a subsidiary 
company The  attention of the banking company was drawn to  the irregularity 
and it promptly rectified the position. 

28 cases of contravention of section 19(2), which restricts a banking company's 
holding of shares i n  other companies, were examined during the year under review 
details of which were as  follows :- 

Cases under consideration a t  the end of 1949 . . . . . . . .  . . . . 16 

. . . .  Fresh applications received during the year for grant of time . . .. 3 

Cases where the contravention was not reported by the banking companies but was 
detected during the course of inspection . . . . . . . . . . .. 3 

Banking cqmpanies which were previously granted time but which applied for an 
extension . . . . . . . . . . . . . .  . . . . .. 6 - 

28 - 
Seven banking companies regularised their holdings while three banking companies, 
which were displaced banks from West Pakistan, were granted exemption from the 
provisions of section 19 (2) for a period of three years. 11 banking companies were 
granted time to comply with the law and of these, two banking companies applied 
afresh during the year for further extension. T h e  cases of nine banking companies 
were under consideration at  the close of the year. I t  may be added tha t  a scrutiny 
of the contraventions of section 19(2) revealed that generally the violations were not 
deliberate and that the banking companies concerned made genuine efforts t o  corn- 
ply with the legal requirements. 

T h e  provisions of sub-section (3) of section 19 affected three displaced banks 
which were exempted from its operation. T w o  of  these banks had also been exempt- 
ed from the provisions of sub-section (2) of this section. 

11. Restrictions on loam and advancts : T h e  returns received in terms of section 
20(2) were carefully scrutinised and any undesirable features revealed by these. 
returns were brought to the notice of the banking companies concerned. I t  was 
mentioned i n  the previous report that some banking companies were found to  have 
granted disproportionately large unsecured advances to  companies in which .their 
directors were interested. During the year under review, however, no  advances 
on  a large scale of this character were noticed from the returns submitted to.tKe 
Reserve Bank and there was, therefore, no  occasion to  take action against any  bank- 
ing company under sub-section (3) of section 20 of the Act. 

12. Control over advancts b3, banking comjut~its: T h e  daily returns of fresh limits for 
advances of Rs. 1 lakh a n d  over continued t o  be received from banking companies 
and they were carefully scrutinised. The  scrutiny revealed that  banking companres 
were generally adopting a cautious policy in regard to their advances and were fol- 
lowing the advice tendercd by the Reserve Bank i n  its circular letter dated the 



11th November 1048. A few banking companies were, however, found to be Iend- 
ing liberally against silver. As advances of this type were likely to encourage specu- 
lation, the banking companies concerned were advised to make careful enquiries 
before making such advances and to ensure that they were not utilised for specula- 
tive purposes. In the case of one banking company, however, it was observed that 
it was not acting upon the above advice. In  exercise of the powers conferred on the 
Reserve Bank by section 3 6 ( l ) ( a )  of the Act it was, therefore, prohibited for a 
period of six months from making advances exceeding Rs. 1 lakh agalnst the security 
of silver to any one person either solely or jointly with others without the prior 
permission, in writing, of the Reserve Bank. 

I n  March 1960, all scheduled banks were directed to submit monthly returns 
showing the amount of their advances against commodities and bullion i n  order to 
enable the Reserve Bank to keep under observation the accommodation granted by 
banking companies for financing trade in some of the essential commodities and 
bullion and for watching the periodical trends. The returns received from the 
various banking companies were analysed. 

In April 1950, scheduled banks operating in the Calcutta area were directed 
to recall, within a specified period, the advances made against raw jute to parties 
other than mills and balers and to refrain from making fresh advances for the pur- 
chase of raw jute to parties other than those mentioned above till the position in  
regard to the supply of raw jute became normal. I n  view of the prevailing shortage 
ofjute supplies, there was a danger of stocks of raw jute going underground, and the 
issue of these instructions was found necessary in order to assist Government in  their 
efforts to ensure regular supplies of raw jute to the mills. As the mills were prepared 
to buy all the available raw jute, there appeared to be no reason for banking compa- 
nies to finance the purchase of the holding of raw jute by parties other than mills and 
balers. The above instructions continued to be in force till the end of the year under 
review. 

13. Licensing of banking companies : Applications from 505 banking companies 
(93 scheduled and 412 non-scheduled) had been received during the previous year 
(in terms of section 22) for the issue of licences to carry on banking business in India. 
Applications from 15 more banking companies (2 scheduled and 13 non-scheduled) 
were received during the year, of which some were from banking companies which 
had failed to submit their applications in the previous year and some pertained to  
banking companies which had come within the purview of the Act or were classified 
as banking companies during the course of the year. No application was received 
from any new banking company for the grant of a licence and the application of o n e  
banking company for a licence to commence banking business, which was p ~ n d i n g  
at the close of the previous year, was disposed of during the year by granting the 
necessary licence. 

As stated in the previous report, i t  has been decided as a matter of policy to 
inspect all banking companies before granting licences to them. I n  pursuance of 
this policy, a n  inspection programme has been chalked out which would enable 
the Reserve Bank to complete the inspection of all banking companies which 
have applied for a licence under section 22. A number of banking companies 
were accordingly inspected during the course of the year, details of which are  
given in  the relevant paragraph on bank inspections. 



No licence was, however, issued to any existing banking company during the 
year under review. T h e  withholding of the grant of a licence need not, however, 
cause any inconvenience to an  existing banking company because section 22 permits 
i t  to  carry on  banking business until i t  is granted a licence or is informed by notice, 
i n  writing, that  a licence cannot be granted to it. T h e  section further provides tha t  
a notice refusing a licence cannot be issued till the 16th March 1952. I n  the mean- 
time, such of the banking companies as have been inspected have been informed, 
wherever necessary, of the defects detected during the  inspection a n d  have been 
advised t o  take suitable steps in the matter s o  that  in due course they may become 
eligible for the grant of a licence under section 22 by fulfilling the conditions provid- 
e d  in sub-section .(3) of that section. Some of the banking companies have also 
been asked to submit periodical reports t o  enable the Reserve Bank to watch the pro- 
gress made by them i n  this direction. 

14. Restrictions on ojening of new and transfer of existing places oof business : I n  accor- 
dance with the provisions of section 23, the Reservc Bank rcceived during the year 
1950, 120 applications from 39 bankin~r cornpanics for permission t o  open new offices 

? 
or  to change the location of the existlng oncs. An  analysis of these applications 
according t o  their purpose and the  nature of their disposal is shown in  the  following 
table :- 

Nature of applications and their disposal 

For opening For opening For changing 
new offices temporary the location 

offices of existing 
offices 

Acce- Reje- Acce- Reje- Acce- Reje- 
pted cted pted cted pted cted 
- 

For opening Total Total 
offices outside number 

India of appli- 
cations 

Acce- Reje- Acce- Reje- 
pted cted pted cted 

O f  t he  120 applications received during the year, as many as  1 0 3  were for t he  
opening of new offices i n  India. T h e  regional distribution of the number of places 
i n  India  in respect of which applications were received for opening new offices, is 
given in Statement 38. The number of places in  respect of which applications were 
accepted o r  rejected has been shown separately. 27 applications which were reject- 
ed  were in  respect of 25 places of which 24 were already adequately served b y  bank- 
ing companies. 

A reference has already been made i n  Chapter I1 to the amendment of section 
23 empowering the  Reserve Bank to regulate the opening of offices outside Ind ia  by 
banking companies incorporated i n  India. Six applications for permission to open 
offices outside India were received during t he  year. The  countries where the offices 
were sought t o  be opened were Burma, Indonesia, Japan, Malaya and  Nepal. As 
the  financial position and methods of operation of the applicant banking companies 
were satisfactory, the places where the offices were proposed to be opened seemed to 
offer scope for business for Indian banking companies, a n d  the opening of the offices 
was also likely to  stimulate India's trade with those countries, permission was granted 
in all the six cases t o  ope11 offices a t  the places applied for. 



There were at  the end of 1950, eight banking companies incorporated in  India 
which had 28  offices in foreign countries (excluding Pakistan). The following table 
shows the number of banking companies operating in foreign countries (excluding 
Pakistan) and the number of their offices as a t  the end of 1950 :- 

-* 

No. of banking 
Country companies No. of offices 

operating 

. . . . . . . .  1. Bunna . . . . 5 

. . . . . .  2. Ceylon . . . . . . 3 

3. French India (excluding Chandernagore) . . . . 2 3 

4. Japan . . . . . . . . . .  . . 1 2 

6. Malaya . . . . . . . . . .  . . 4 9 

6. Thailand . . . .  . . . . . .  . . 1 

. . . .  7. United Kingdom . . . . . . . . 2 

To enable the Reserve Bank to keep a watch over the working of foreign branches 
of banking companies incorporated in India, the banking companies concerned were 
requested to send a monthly statement showing the consolidated position of the liabi- 
lities and assets of their branches in each foreign country (excluding Pakistan). They 
were also requested to furnish information as regards the manner i n  which they 
hoped to meet unexpected withdrawals a t  the branches. 

The returns for December 1950 related to 24 offices of six banking companies. 
Their total deposits outside India amounted to Rs. 25.13 crores. Their liquid 
resources, comprising cash in  hand, money at  call and short notice and investments 
in Government securities amounted to Rs. 22.82 crores. Loans and advances in- 
cluding bills purchased and discounted amounted to Rs. 5.57 crores. 

15. Mainfenance ofmstts in India : The  quarterly returns in  Form XI, submitted 
by banking companies in terms of section 25(2) of the Banking Companies Act, 
were scrutinised in order to ascertain whether they maintained in India assets equiva- 
lent to 75% of their total demand and time liabilities therein. I t  was observed that  
generally banking companies maintained the requisite amount of assets and ins- 
tances of default were very few. The defaulting banking companies were directed 
to regularise the position. 

16. Accounts and balance sheets : In  terms of section 31, every banking company 
is required to submit three copies of its balance sheet and profit and loss account 
together with the auditor's report, to the Reserve Bank within three months from the 
end of the period to which they refer, i.e., on or before the 31st March. The section 
also empowers the Reserve Bank to extend the period of three months by a further 
period not exceeding three months. Every banking company is also required, in 
terms of Rule 15 of the Banking Companies Rules, to publish within a period of six 
months, i.e., on or before the 30th June, its balance sheet and profit arid loss account 
together with the auditor's report, in a newspaper which is in circulation a t  tIic place 



where the banking company has its principal office. I n  this connection a number of 
banking companies from diirerent areas pIcrtded their inability t o  furnish copies of 
their balance sheet etc., for the period ended the 31st December 19-19, within the 
stipulated period. Such cases were examined in detail and the banking companies 
concerned were granted appropriate time for submitting their balance sheet. There  
were also a number of small banking companies which represented that i t  was bur- 
densome for them t o  incur the expenses of publishing the balance sheet in a news- 
paper as laid down in Rule 15. After considering their financial position and the 
interests of the depositors, the Reserve Bank recornmended deserving cases for exemp- 
tion from the provisions regarding publication. Accordingly, nine banking com- 
panies were granted exemption by the Central Government from the  provisions of  
section 3 1  and Rule 15 i n  so far as they related to the publication of their balance 
sheet a n d  profit a n d  loss account, for the ended the 31st December 1949, 
together with the  auditor's report, in  a newspaper. 

The  balance sheets for the year 1049 received from banking companies during 
the year under review were analysed and studied. Wlicrevcr necessary, the bank- 
ing companies concerned were informed of the irregularities in drawing u p  the 
balance sheet a n d  profit a n d  loss account. 

I n  view of certain difficulties experienced by banking companies in complying 
with the requirements of Form A (Form of balance sheet) and Form B (Form of profit 
and loss account) set out in  the Third Schedule to the Banking Companies Act, 1949, 
i t  was considered desirable to  revise the forms i n  consultation with representative 
bankers a n d  other interested parties. Suggestions in  this connection were, therefore, 
invited from the Institute of Chartered Accountants of India, the Imperial Bank of  
India, the Ind ian  Banks' Association and  the Bombay Exchange Banks' Association. 
T h e  proposed amendments were under consideration a t  the  end of the year. 

17. Inspections of banking comjanies by the Reserve Bank : T h e  origin of bank inspec- 
tions i n  India a n d  the circumstances leading t o  the assumption of specific powers for 
undertaking inspections of banking companies have been dealt with a t  length i n  the 
previous report. I n  a press communique dated the 29th July 1949, the policy of 
instituting systematic periodical inspections of all banking companies was annou- 
nced a n d  this was followed by a further communique dated the 10th February 1950 
announcing t ha t  i n  future all bai:!;ing companies ~vou ld  be  inspected in turn 
irrespective of their size and  standillg and that such inspections would be a regular 
feature of the Reserve Bank's supervisory activities. The general public was, 
therefore, advised not  to doubt the financial position of  a banking company merely 
because i t  was being inspected by the Reserve Bank. The communique also annou- 
nced t ha t abou t  eight scheduled banks a n d  32 non-scheduled banks would be 
inspected during the year 1950 and that the  number of inspections during the 
subsequent years would be gradually increased SO that all banks i n  t he  country 
falling within the purview of the Banking Companies Act would be inspected at 
least once. Another communique issued on the 8th March  1950 announced the 
names of nine scheduled banks having their principal office i n  the different parts 
of the country that  were proposed t o  be inspected during t he  year 1950. Accor- 
dingly, the  inspections of the banking companies in the  different parts of the 
country according to the  programme chalked ou t  tverc started by the middle of 
March 1850. 



18. Inspections carried out during the period under review : In pursuance of  the pro- 
gramme of inspections referred to in the preceding paragraph, 61 banking companies 
were inspected during the year under review as against the target of 40 announced 
in the press communique of the 10th February 1950. An analysis of these 
inspections according to the area and the purpose of inspections is given in the 
following t ~ b l e  :- 

No. of banking companies 
According to area 

Bombay Calcutta Delhi Kanpur Madras Total 

Scheduled banks . . . .  2 12 2 . . 1 17 

. . . .  Non-scheduled banks 10 15 5 4 " 10 44 

Total .. I2 27 7 4 I I 6 1 

No. of banking companies 

According to purpose Scheduled Non-schedu- 
banks led banks Total - - 

(i) For grant of licende to carry on banking business . . 3 22 25 

(ii) For general purposes . . . . . . . . 7 2 9 

(iii) For issuing certificates in respect of schemes of 
arrangement . . . .  . . . . . . 1 7 8 

(iv) For sanctioning schemes of amalgamation . . 4 2 6 

(v) For testing the eligibility for inclusion i n  the Second 
Schedule to the Reserve Bank of India Act . . . . 6 6 

(vi) For making a report to the Court on the affairs of 
a banking company . . . . . . . . 3 1 4 

(vii) At the instance of the Centralistate Governments . . 7 7 

Total . . 18 47 65 * 

*Four banking companies were inspected for more than one purpose. 

I t  will be observed from the above table that a large number of inspections 
were intended to ascertain the eligibility of banking companies for a licence under 
section 22 of the Banking Companies Act. 

Six banking companies-one each in Bombay and Delhi and two each in Madras 
and Kanpur areas-were inspected for the purpose of testing their eligibility for 
inclusion in the Second Schedule to the Rescrvc I3nnk of India Act. One of them 



was included in the Second Schedule to the Act, and the applications of two others 
were rejected. The applications of the remaining three banking companies were 
under consideration a t  the close of the year. 

Seven of the eight banking companies inspected for the purpose of issuing 
certificates under section 45 of the Act were non-scheduled banks. Only one banking 
company was granted a certificate to the effect that the scheme of arrangement as 
proposed b y  i t  was not detrimental to the interests of its depositors while certificates 
were refused in the case of five other banking companies. T h e  cases of the remaining 
two banking companies were under examination. 

Six banking companies-four scheduled and two non-scheduled-were inspected 
for the purposes of section 44A of the Act. All of them belonged to  West Bengal. 
As the scheme of amalgamation of the four scheduled banks was considered feasible ' 
and found to be in order, the requisite certificate sanctioning the scheme was issued 
and the amalgamation came into effect from the 18th December 1950. The  other 
scheme for the amalgamation of the two non-scheduled banks was under examination 
at the close of the year. 

Three scheduled banks and one non-scheduled bank, which had suspended 
payment, were inspected in  pursuance of the orders of the High Court directing the 
Reserve Bank to  submit reports under section 37 (2) of the Act. 

Seven State-owned o r  State-controlled banks, which were not "banking com- 
panies" as defined i n  the Act, were inspected at  the request of the Central o r  the 
State Governments who desired to have the Reserve Bank's opinion about the exact 
financial position and the future set-up of these banks. 

19. Suspension of business and windinp up of banking companies : 

(a) Suspension of business : During the period under review, four banking, 
companies from the Calcutta area, three scheduled and  one non-scheduled, applied 
to the Court for a moratorium in terms of section 37 of the Act and the High Court 
called upon the Reserve Bank to submit its reports on the affairs of the banking 
companies as provided in sub-section (2) of section 37. After conducting inspections 
of the books and accounts of the respective banking companies, the Reserve Bank 
submitted its reports to the High Court. I n  all these cases the finding of the Reserve 
Bank was that there were no  reasonable chances of the banking companies being 
able to pay their debts even if the moratorium was granted. One scheduled bank 
was ordered to be wound up by the High Court while another withdrew its applica- 
tion for a moratorium. As regards the remaining two banking companies, before 
orders could be  issued by the High Court on their applications for a moratorium 
under section 37, they applied to the Reserve Bank for certificates under section 45 
of the Act, for schemes of arrangement proposed by them. 

(b) Voluntary winding up : 11 banking companies, eight of which were from the 
Madras area, went into voluntary liquidation. Since none of them h a d  been granted 
a licence under sectioll 22, the  provisions of section 4.1 did not apply to them and the 
prior permission of the Reserve Bank was not called for before winding up. 



(c) M'z'nding u j  by Court : 16 banking companies, of which three were scheduled 
banks, were ordered to be compulsorily wound up by the Court. Of these, six 
each belonged to the Madras and Calcutta Areas. 

(d) Reserce Bank as Oficial Liqzlidator : Section 39 of the Act provides that where 
in any proceeding for the winding up of a banking company by the Court, an appli- 
cation is made by the Reserve Bank in this behalf, it shall be appointed as the Official 
Liquidator of the banking company. In the case of one scheduled bank in the 
Calcutta area, which was ordered to be wound up, the Reserve Bank was appointed 
as the OEcial Liquidator on application. However, on account of the conflict of 
interests between the Reserve Bank's duties as Official Liquidator and its rights as a 
creditor of the banking company, the Reserve Bank thought it fit to apply to the High 
Court for permission to resign from the office of the Official Liquidator. The 
application was accepted by the High Court and the Bank resigned the Official 
Liquidatorship. 

20. Ajplications for sanctioning schemt.s of arrangem;nt : At the commencement of 
the year under review, the applications of five banking companies for the issue of 
certificates under section 45 of the Act were pending with the Reserve Bank and 
applications from seven more banking companies were received during the year. 
The distribution of these banking companies by area and class and the disposal of 
the applications were as follows :- 

Calcutta Delhi Total 
-- P - 

. . . . . .  Scheduled banks . . . . . . 2 .. 2 

Non-scheduled banks . . . .  . . . . . . 8 2 10 
- - - 

Total . . 10 2 I2 - - - 
(1) Banking companies which were granted certificates . . . . . . 2 

(2) Banbing companies which were refused certificates . . . . . . 4 

(3) Banking companies whose schemes were not examined . . . . . . !! 3 

(4) A banking company which was wound up by the Court before con- 
sideration of its application . . . . . . . . . . . . 1 

(5) Ban&ng companies whose cases were under consideration at the 
close of the year . . . . . . . . . . . . . . 2 

- 
I2 - 

Of the two applications in respect of which certificates under section 45 of the 
Act were granted, one related to a banking company whose application was rejected 
during the previous year but which had submitted an application for reconsideration 
of its scheme of arrangement. The proposed scheme was, therefore, re-examined 
and after suitable modifications so as to safeguard the interests of the depositors, 
the requisite certificate under section 46 of the Act was issued. The modified scheme 
was awaiting the sanction of the High Cotlrt at the end of the year. In the case, 
however, of the other application for which a certificate under section 45 was issued, 



the High Court rejccted thc scheme and ordered the banking company to bc wound 
up  as it  had not observed the prescribed formalities. 

T h e  applications of four banking companics were rejected as  the schemes 
proposed by them were found to be detrimental t o  the interests of their depositors. 
Of the banking companies ~vhose applications were not examined, one converted 
itself into a non-banking company while the other two failed to  submit certain 
particulars called for from them about their affairs. T h e  applications of two banking 
companies were under consideration a t  the close of the year. 

21. Schemes of amalgamation : T h e  desirability and  advantages of amalgamations 
of banking companies conducted on right lines have been discussed in the previous 
report. As already stated in  Chapter 11, the procedure for amalgamation was 
simplified during the year by a suitable amendment of the Banking Companies 
Act, 1049. T h e  application of four nengalec scheduled banks, viz., the Bengal 
Central Bank Ltd., the Comilla Union Bank Ltd., the Comilla Banking Corporation 
Ltd. and the  Hooghly Bank Ltd., for an  amalgamation, which had  been held over 
till the procedure for amalgamation was simplified, was taken u p  for consideration 
during the  year under review and the scheme was finally approved on  the 18th 
December 1950, the amalgamated unit being named as the United Bank of India Ltd. 
Prior to this, the Bengal Central Bank I,td., which under the scheme of amalgamation 
was named as the transferee company, changed its name to the United Bank of 
India Ltd., a n d  on  sanction of the scheme of amalgamation took over the entire 
assets and  liabilities of the other three banking companies which were named as 
the transferor c o m p a n i e ~ . ~  I t  may be stated that  before sanctioning the scheme; 
the books a n d  accounts of the four amalgamating banking companies were inspected 
in order t o  determine the value of the shares of each of the amalgamating units 
which could be  claimed by the dissenting shareholders under section 44A (3) of , 
the Banking Companies Act. 

During the  year under review, another application was received for sanctioning 
a scheme. of amalgamation between two non-scheduled banks in West Bengal. A n  
inspection of the books and accounts-of the banking companies was undertaken a n d  
the case was under consideration a t  the end of the year. 

22. Section 53 : Exemptions : T h e  previous report classified the exemptions 
granted to  banking companies from the various provisions of the Banking Companies 
Act into 'General Exemptions' a n d  'Specific Exemptions.' The  former category 
included exemptions from the provisions of certain sections of t h e  Act allowed to all 
banking companies for specific periods with a view to giving them sufficient t ime 
to comply with the relative provisions. T h e  latter type, on the other hand, covered 
exemptions granted to individual banking companies or  a group of banking com- 
panies which required specific relief from some of the provisions of the Act and whose 
circumstances warranted the  granting of such relief. During the year under review, 
there was n o  occasion to grant general exemptions t o  banking companies. Only 
specific exemptions were granted t o  individual banking companies where, after 
careful examination, relieffrom thc relative provisions of the  Act  was deemed 
equitable. Somc of thcm have already been referred t o  in  the relevant 
paragraplis. 



' 
1 Sation 16 : The exemption granted to all banking companies from the provisions 

of this section expired on the 15th September 1949. It was, however, observed 
that the Bank of Bikaner Ltd., the Bank of Jaipur Ltd. and the Bank of Rajasthan 
Ltd., continued to have on their respective boards, common directors who were the 
nominees of the Government of Rajasttian and the banking companies thereby con- 
travened the provisions of the above section. The Government of Rajasthan, which 
held a sizable portion of the share capital of these banking companies and had also 
entrusted their treasury work to the respective banking companies at certain places, 
Were entitled to nominate two directors on the boards of each of the three banking 
companies. While it would have been possible for the banking companies to comply 
with the provisions of section 1G if the Government of Rajasthan had nominated 
different persons as their nominees on the boards orthe respective banking companies, 
the Government preferred to nominate the same officers, v i ~ . ,  the Accountant General 
and the Finance Secretary of the State, so as to ensure uniform supervision and 
control over the banking companies. In  view of this, the Reserve Bank recom- 
mended to the Central Government that these banking companies may be exempted 

- 

from the provisions of section 16 in so far as they related to the directors to be nomi- 
nated by the Government of Rajasthan. The Central Government accepted the 
Reserve Bank's recommendation and granted the necessary exemption. 

Section 19 : Sub-section (2) of this section stipulates that no banking company 
can, save as provided in sub-section (1) of the section, hold shares in any company, 
whether as pledgee, mortgagee or absolute owner, of a n  amount, exceeding 30 
per cent of the paid-up share capital of that company or  30 per cent of its own 
paid-up share capital and reserves, whichever is less. In  the case of shares held in 
excess of the prescribed limit on the date of the commencement of the Act, the proviso 
to the sub-section empowers the Reserve Bank, in cases where the contravention is 
reported by the banking company without delay, to allow a period not exceeding two 
years to the banking company to dispose of the shares held in contravention of the 
provisions of the above sub-section. Cases of banking companies which, as on the 
date of the commencement of the Act, contravened the provisions of the above sub- 
section and which were given time to comply with the law have already been dealt 
with in paragraph 10. Some displaced banks, however, represented that the period 
of two years, which the Reserve Bank was empowered to allow, was not sufficient 
for them to dispose of the shares held by them in contravention of section 19(2) as the 
companies whose shares were so held had been adversely affected by the partition 
of the country and the shares had, therefore, no ready market. I t  was urged that 
their forced sale would have involved considerable loss and thereby adversely affected 
the interests of the depositors. Some of the displaced banks also represented their 
inability to comply with the provisions of section 19(3) which stipulates that n o  
banking company shall, after the expiry of one year from the date of the comrnence- 
ment of the Act, hold shares, whether as pledgee, mortgagee or  absolute owner, in 
any company in the management of which any  managing director or manager of 
the banking company is in any manner concerned or interested. In  view of the 
peculiar position of the displaced banks, compliance with the provisions of sub-section 
(3) would have occasioned considerable hardship to them. Moreover, in  some 
cases the shares were held in the 'Closed Funds' of some of the displaced hanks 
working under schemes of arrangement. I t  was, therefore, consiclcred desiraljle to 
exempt these banking companies from the provisions of sub-section5 (2) and ( 0 )  of 
section 19 and tlie Central Government was accordingly requested to grant the 



undermentioned banking companies escmption for a period of three and a: half 
years commencing from the 16th March 1919. 

- - -- 
Name of bank Sub-sections from Period of 

which exempted* exemption 
----- -- 

1. The Bari Doab Bank Ltd. . . . . . . . . . . 1'43) Upto 15th 
September 1052 

2. The New Bank of India Lttl. . . .. . . . . . . l0(2) and (3) d o. 

3. The Punjab Co-operative nank I.td. . . . . . . 10(2) and (3) (lo. 

4. 'I'lie 'Traders' Bank Ltd. . . . . .. .. .. 1 0 ( 2 ) a n d ( 3 )  do. 

* For the  cxtcnt of tfie exemptions pIeasc see notifications in Appendix 11. 

The Central Government agreed with the reco~nmendations of t he  Rcscrve 
Bank and  granted the  necessary exemption. 

C 

The Central Bank of India Ltd., which had a controlling interest in the share 
capital of the Depositors' Benefit Insurance Co. Ltd., represented during the previous 
year that it slrlould be exempted from the provisions of sub-sections (2) and (3) of  
section 19 in  so far as they related to its interest in  the above company. I t  held the 
shares of the subsidiary company in excess of the limit prescribed under sub-section 
(2) and  its Managing Director was also the Managing Director of the company. I t  
was, however, observed that  the subsidiary company was primarily intended to give 
the banking company's depositors, having home savings accounts, the benefit of 
life insurance on attractive terms. As the business of the subsidiary company and 
the banking company's interest therein did not appear to be in  a n y  way detrimental 
to the interests of its depositors, the banking company's case for exemption from 
the provisions of sub-sections (2) and (3) of section 19 was recommended to the 
Central Government who concurred with the Reserve Bank's views and exempted 
the banking company from the provisions of sub-sections (2) and  (3)  of section 1 9  
i n s o  far as they related to its holding in the shares of the Depositors' Benefit 
Insurance Co. Ltd. 

Sbction 31 and Rule 15 : Some of the smaller banking companies represented 
that the cost of publication of the balance sheet etc., in a newspaper, as required by 
section 31 of the Act and Rule 15 of the Banking Companies Rules, would be rather 
high in relation to their resources and, therefore, requested exemption from the 
provisions of section 31 and Rule 15, in so far as they related to the publication of 
the accounts in a newspaper. There were a few other banking companies which 
were either in a moribund condition or  were working a t  a loss and.they also applied 
for similar exemption on the ground that the cost of publication would fall on the 
depositors. Sucli cases were considered sympathetically and the undernoted 
banlti~lg companies were recommended to  the Central Government for being exemp- 
ted from tlie provisions of section 31 and Rule 15, the exemption, however, being 
only ill respect of the publication of the balance slieet etc., relating to the year 1949. 



1. ' Bari Doab Bank Ltd. 

2. Punjab Mercantile Bank Ltd. 

3. Oudh Commercial Bank Ltd. 

4. Chittattukara Catholic Bank Ltd. 

5. Arni ~ a h a v e e r a  Bank Ltd. 

6. Malayalee Bank Ltd. 

7, Chowghat Christian Bank Ltd. 

8. Salem Town Bank Ltd. 

- The Central Government concurred with the Reserve Bank's views and granted 
the necessary exemptions. Besides the abovementioned banking companies, the 
American Exprksss Co. (Inc.) represented that although i t  was doing banking business 
as defined in section 5 (1) (b) of the Banking Companies Act, 1949, the banking 
business formed a comparatively small portion of its total business in India which 
included shipping, travelling and other general services and the publication of its 
.balance sheets covering its entire business would, therefore, disclose information 
relating to its non-banking business. I n  view of this, the Central Government, 
on the Reserve Bank's recommendation, granted a permanent exemption to the 
company from the provisions of section 31 and Rule 15 in  so far as they relate to the 
publication of the balance sheet and profit and loss account together with the auditor's 
report. 

. Sections 30 and49 : The Punjab Mercantile Bank Ltd., a private limited company, 
represented that under the Indian Companies Act it was not obligatory on i t  to get 
its accounts audited by a qualified auditor, as required under section 30(l)(a) 
of the Banking Companies Act, and applied for a n  exemption from the provisions 
of this section on the ground that its affairs were more or less a t  a standstill and 
ithat the charges for audit of its books by a qualified auditor would be a burden 
on its slender resources. As the banking company was a private limited company, 
it was found that it would also be necessary to exempt i t  from the provisions of section 
49. As its request appeared to be reasonable, the Central Government on the 
Reserve Bank's recommendation, granted it the necessary exemption from the 
provisions of sections 30( l ) (a)  and 49 in so far as they related to the audit of its 
balance sheet and profit and loss account for the period ended the 31st December 
1949. 

; 23. Conclusion : The experience so far gained shows that on the whole the obser- 
vance of the various provisions of the Act by banking companies was satisfactory 
and generally they were willing to comply with the provisions of the Act a n d  to  
~ectify any irregularities brought to their notice by the Reserve Bank. TIierc Tvas 
no occasion to.take steps against any l~anking company under the provisions of section 
46 of the Act. 



CHAPTER IV 

TREND A N D  PROGRESS OF BANKING I N  THE COU NTRY 

The position of banking companies was, on the whole, relatively comfortable 
in 1950, there being a sizeable addition to banking resources in that  year as against 
severe reductions in the preceding two years. The total of demand and time liabili- 
ties (exclusive of inter-bank borrowings) of scheduled banks, which had shown a 
sharp and almost continuous fall from an all-time peak of Rs. 987 crores in the third 
week of July 1948 to Rs. 833 crores at  the end of December 1940, rose to Rs. 863 
crores by the end of the year under review. Thus, as against a decline of Rs. 154 
crores in demand and time liabilities over a year and a half to the end of 1949, 
there was a n  increase of Rs. 29 crores in 1950. I n  regard to the demand on banks' 
resources, the seasonal stringency in the first few months of the year was milder than 
in  the corresponding period of 1949 owing partly to the deadlock in Indo-Pakistan 
trade and partly to a lower level of import trade following the stricter restrictions 
enforced from the middle of 1949 and devaluation a little later ; also, the 1950-51 
busy season was delayed and the seasonal impact on bank credit, though exceptional- 
ly heavy, was felt only in the last five weeks of 1950. The improved position of joint 
stock banks in this respect was also evidenced by the lesser recourse they had to the 
Reserve Bank for loans and discounts in 1950 (Rs. 14 crores) as compared to  1949 
(Rs. 36 crores). 

I t  is possible to appreciate the economic background of banking trends through 
a n  analysis of the money suppIy. Money suppIy, composed of the two broad consti- 
tuents of the public's holdings of currency and demand deposits with banks, increased 
by Rs. 60 crores during the year as against a decline of Rs. 122 crores in 1949. 

Money Supply i n  1949 and 1950 

(In crores of rupees) 

1. Currency . . . . . . . . . . . .  -42 4-58 

2. Deposits . . . . . . . . . . . .  -40 - + 2 - 
3. Money Supply (152) .. . . . . . . . .  -122 4- 60 - 

The principal forces that influence the money supply are (i) budgetary policy, 
as reflected in the movement of the Central Government's cash balances, (ii) the 
net position in respect of external payments and receipts, indicated in the change in 
the Reserve Bank's foreign assets, and (iii) bank credit including Reserve Bank credit. 
Tlie money supply may also be affected by a change from demand to time deposits 
or vice versa (only dcmand deposits which can be operated by cheques are included 



in deposit money), a n  increase in time deposits reducing the money supply and a 
decrease increasing it. 

The main factors tending to 'increase money supply in 1950 were the rise of 
Rs. 13 crores in the foreign exchange reserves of the Reserve Bank resulting f r o ~ t h e  
balance of payments surplus, the open market operations reflected in the addition 
of Rs. 26 crores to the rupee securities portfolio of the Reserve Bank arid a n  expansion 
of Rs. 35 crores in scheduled bank credit to the public. T h e  increase of Rs. 15 
crores in the Central Government's cash balances, though less important, helped to 
diminish the money supply. The addition of Rs. 14 crores to scheduled banks' time 
liabilities, also tended in  the same direction. The combined result of the several 
factors was, as mentioned above, a n  increase in the money supply by Rs. 60 crores. 
In 1949, on the other hand, the money supply had declined sharply by Rs. 122 crores, 
the deflationary impact of the balance of payments deficit (Rs. 181 crores), the sales 
of rupee securities by the scheduled banks (Rs. 86 crores) and the contraction in 
scheduled bank credit (Rs. 31 crores) being to a considerable extent counter-balanced 
by open market operations of the Reserve Bank (Rs. 77 crores) and a decrease in  the 
Central Government's cash balances (Rs. 62 crores). The  role of bank credit, 
while moderate, tended to reduce the money supply in 1949 and was a contributory 
factor to an  increase in 1050. The rise in scheduled bank advances over the year 
was attributable in part to the increase in prices. The rise in wholesale prices 
was 8 per cent in 1956, as against a nominal decline of 1 per cent in 1949, while 
the rise in the prices cf industrial materials, owing particularly to abnormal world 
demand after the outbreak of hostilities in Korea, was even larger, 12 per cent in 
1950 as against 4 per cent in the previous year. To  some extent the increase i n  
scheduled bank credit was also attributable to the speculative holding of stocks of 
commodities in  short supply. 

I n  the first four months of the year under review loans and advances, includ- 
ing bills discounted, of the scheduled banks increased by Rs. 76 crores to Rs. 4 8 6  
crores. From May to November scheduled bank credit contracted to Rs. 405 
crores but rose again by Rs. 40 crores-a record expansion for any single month- 
at  the end of December. The ratio of advances to the total of demand and time 
liabilities ranged between a low of 45.9 per cent in November and a high of 56- 1 
per cent in April ; at the end of the year it was 50.5 per cent as compared to 48.1 
per cent a year earlier. The  cash ratio, that is, the ratio ofcash in hand and balances 
with the Reserve Bank to the total of demand and time liabilities, was lower (10.8 
per cent) in December 1950 than in December 1949 (13.3 per cent), despite the 
accretion to total liabilities, owing to a n  increase in both advances and investments. 
Data regarding investments of scheduled banks are not available in the weekly 
statements relating to their consolidated position ; but monthly returns under the 
Banking Companies Act (Form XII I )  show a n  increase from Rs. 361 crores in Decem- 
ber 1949, to Rs. 381 crores in December 1950 though the ratio of investments to  
total deposits (45 per cent) was the same for both months. 

The  non-scheduled banks, though much larger in numhcr than the scheduled 
banks, have only a small part of the total resources of all joint stock hanks (State- 
ment 3). I n  contrast tvitll the trend for the  scheduled banks, tllcy continrled to 
show a decline in tlicir deposits, wliicli fluctuxtc~l I~ctween Rg. :I!) crorcs arid Ii'i. 35 
crores ixl 1950 ; in tlic previous yc'lr they 11ad rangcd bct\vcen 11s. -16 crorcs and 



Rs. 3 9  crores. Over the year 1950 their deposits fell 11). Rs.  3 crores as compared 
with a fall of Rs. 5 crores in 1949. The  cash ratio was somewhat higher in 1950 
moving between 7.7 per cent and  10.9 per cent as against 7 .0  per cent and 10 -0 
per cent in  1940. As in the case of deposits, investments and advances also showed 
a downtrend, investments declining from Rs. 1 4  crores t o  Rs. 12 crores a n d  advances 
from Rs. 31 crores t o  Rs. 2 8  crores during the year. But owing t o  the decline in 
deposits the ratio of investments and advances t o  deposits was somewhat higher than 
in the previous year. 

T h e  main items of liabilities and assets of all joint stock banks and the bigger 
co-operative banks having paid-up capital and reserves of Rs. I lakh and abbve each 
are shown in  the table below. 

Liabilities and Assets of Banks in the Indian Union 

(A11,ount in crores of rupees) 
- - - - - - . - - -- - - - - - -- - - - 

No. of Depo- Cash l'crcen- Bills and Perccn- No. of 
Reporting sits Balanccs tagc ol' Advances tagc of . Offices 

Banks 3 to 2 5 to 2 
1 2 3 4 5 6 $ 7  

1. Schedulcd Banks 
1940 04 852.9 135.0 15.0 441-5 51.8 2,852 

2. Non-scheduled Banks 
I949 52G 70.2 11.8 16.8 50.3 71-7 . 1,58? 

3. Total of Joint Stock Banks 
(If 2, 1940 620 923.1 147.8 16-0 491.9 53-3 . 4,441 

4. Co-operative Banks 
1949 359 87.6 8.6 0.8 61-0 69.7 646 

1950 380 90.0 11.0 13.2 61.2 68.0 724 

5. Total (3f 4) 1949 979 1,010.7 156.4 15.5 552.9 54.7 ' 5,087 

(Source :-Statistical Tables relating to Banks in India, 1060). 

T h e  total deposits of the banking system at the end of 1950 amounted t o  ) Rs. 1,037 crores a n d  advances to Rs. 570 crores ; the sclied~llcd banks though less 
I than one-tenth of the total number of banks accounted for nearly nine-tenths of 
( total deposlts and  a little more than two-thirds of the advances. A feature revealed 

by the table is the relatively greater importance of co-operative banks than of the 
non-scheduled hanks. At the cnd of 1950, for instance, while 359 co-operative 
1)anks h a d  dcposity  mountin in^ to Its. 90 crorrs and xdvanrcs t o  Rs. 6 1  crores, the 
corresponding figiires for 63 1 non-sclied~~led banks I\-cre I<s. 73 crores and Rs. -17 
crores, rcspectivcl)~. Tile Ietldi~lg policy of scl~cduled banks also stands out in 
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sharp contrast with that of the non-scheduled banks and co-operative banks. While 
the ratio of advances to  deposits of scheduled banks was about 52-53 per cent, the 
corresponding ratio for the non-scheduled banks was 65-72 per cent and for the 
co-operative banks 68-70 per cent. T h e  co-operative banks work with a lower cash 
ratio than either the scheduled or  non-scheduled banks; a t  the end of 1950, the 
cash ratio for co-operative banks was 1 3 . 2  per cent as against 1 4 . 0  per cent for the 
scheduled banks and 15 - 5  per cent for the non-scheduled banks, while in the previous 
year the difference was even greater, the percentages being respectively 9.8, 15 - 9  
and 16.8. T h e  total number of banking offices was over 5,000, of which the sche- 
duled banks accounted for about 55 per cent, non-scheduled banks 31 per cent and 
co-operative banks 1 4  per cent. It is interesting to note that while the offices of 
joint stock banks declined by 88 during the year, those of co-operative banks increased 
by 78. 

T h e  increase in banking resources in 1950 was a feature which was shared by 
India with several other countries of the world. The general upsurge i n  commercial 
bank balance-sheet totals was mainly attributable to the inflationary pressures 
generated by stockpiling and rearmament programmes following the Korean episode 
and was i n  contrast with the comparative stabilisation of deposits and  advances 
witnessed in 1949. In  the United States and the Commonwealth countries com- 
mercial bank deposits and advances registered a rise and  were accompanied by an 
expansion in their cash balances and  a decline in investments. I n  India, however, 
in contrast, cash balances were reduced and investments were increased. 

2. Branch Banking : T h e  post-war decline in banking offices which commenced 
in 1947 continued during the year under review (vide Table below). The number 
of banking offices in  the Indian Union declined by 88 in 1950 as against 233 in 194gJS 
145 in 1948 and 67 in 1947. This reduction in banking offices would seem 
represent a weeding out  of uneconomic units .as an  inevitable corrective to the rap id  
and indiscriminate expansion i n  the war and immediate post-war years. During 
1950 this tendency was >,,;centuated by the rise in establishment costs consequent 
on the Bank Award. TZsome extent the reduction in banking offices was d u e  to a 
number of the smaller banks declaring themselves to be non-banking companies 
since the Banking Companies Act became effective. 

Number of Banking Offices in the Indian U n i o n  - 
End of 

19.443 19.17 1048 1949 1950 
1. Schcdulcd Banks 

Imperial Bank .. .. .. 358 3G3 367 377 382 

Exchange Banks . . . . . . 58 60 62 64 G2 . 

Others . . .. .. . . 2,441 2,565 2,534 3,411 9,335 

Total . . 2,857 2,987 2,963 2,852 2,779 

3. A l l  Banks (14.2) . . . .  . 6,816 4,819 4,674 4,441 4,?53 - --_-_. _IL____-____ .__- ---I------ ------ 
(Sol11 re  : Slatistic a1 T a l l ~  5 rc ! ; ~ f i n ~  to I'anhs in India, 1960.) 



The Imperial Bank of India increased its offices by 5 during the year as against 
10 in the previous year, while the exchange banks reduced their offices by 2. A 
reduction of 76 was recorded by the Indian scheduled banks other than the Imperial 
Bank of India. The number of offices of scheduled and non-scheduled banks 
registered a fall of 73 and 15 respectively. The scheduled banks had about two- 
thirds of the total number of banking offices of all banking companies. 

Restrictions on the opening of new branches have been in force since November 
1946. The following table shows the number of new branches for opening which 
applications were received by the Reserve Bank, together with the number allowed 
and the number rejected. 

Applications for New Branches 

Year Requested Allowed Rejected 

The significant fall over the four years in the number of new branches proposed to 
be opened would seem to reflect a more cautious attitude on the part of banks in 
regard to branch expansion, which should contribute appreciably towards strength- 
ening banking business in the country. However, what is apparently not equally 
encouraging is that a large number of applications were for opening new banking 
offices in places where banking facilities already existed. Of the 120 applications 
received during the year, a s  many as 103 were for the opening of new offices in India. 
Of these, applications for 76 offices a t  67 different places were allowed, of which only 
4 places were not previously served by any banking company. 27 applications 
which were rejected were in respect of 25 places of which were adequately served 
by banking companies, indicating that business tends G vards concentration a n d  
not dispersion. ?i. 

State-wise Distribution of Banks, 1950 : The State-wise distribution of offices in 
India of all banking companies submitting returns in Form IX of the Banking 
Companies Act is given in Statement 37. This shows that a t  the end of 1950  the 
banking offices ofscheduled banks were mainly concentrated in the States of Madras, 
Bombay, Uttar Pradesh, Punjab and West Bengal and those of the non-scheduled 
banks in Madras, Bombay and \Vest Bengal. Three-fourths of the total of all 
banking offices were accounted for by Madras, Bombay, Punjab, Uttar Pradesh, 
West Bengal and Travancore-Cochin. Madras claimed the largest share of banking 
offices, namely, 992, followed by Bombay (612), Uttar Pradesh (493),West Bengal 
(330) and Punjab (254). Of the 82 new offices opened and 1 7 5  offices closed during 
1950, 79 and 129 were by scheduled banks. The largest number of banking 
offices opened was in Bombay (13) and the largest number closed in Madras (54). 
The largest fall during the year in the number of banking offices occurred in hfadras 
(47) followed by Uttar Pradesh (17), West Bengal (16) and Punjah (11). 

S'tate-wise Distribution of Towns serced witlr bank in^ Facilities : Statement 36 
gives the number of hanking offices in  the larger towns (i.e. those having a popula- 



tion of 50,000 arid over) in the several States and  Statement 3G the State-\vise dis- 
tribution of all towns which were served or not served by banks in 1950. The 
number of towns served by a t  least one banking office was 1,458 at the end of 1950 
as against 1,510 a year earlier, while the number of towns having no banking offices 
at  all increased to 1,015 from 980. I n  this context, it may be recalled, that  the 
Rural Banking Enquiry Committee has recommended that commercial banks 
should endeavour to extend their branches to the smaller towns a n d  semi-urban 
areas. The following table shows the number of towns, by size of population, 
served and not served by banking offices, at  the end of 1950. 

State-wise Distribution of Towns having Banking Facilities 

Population of 
Less than 10,000 10,000 to 50,000 60,000 to 1,00,000 Over 1,00,000 Not 

known 
Served Not Served Not Served Not Served Not 

served served served served 

PartA Stater .. 164 609 382 217 63 1 36 1 36 1 

Part B States . . 16 71 30 16 13 .. 12 . . 368 

Part C States .. 3 9 3 1 3 .. 2 .. 23 

Total . . 182 779 415 234 79 I 50 I 732 

These figures indicate the wide scope-even i n  Part A States which are relatively 
better banked-for extension of branch facilities in the smaller towns (that is towns 
with a population of less than 50,000). The  bigger towns (with a population of 
over 50,000) continued to have adequate banking facilities. The fall in  offices in  
towns having a population of one lakh and  over was 125 and in towns having a 
population between 50,000 and 1,00,000 was 39. T h e  largest reduction i n  the 
former class of towns occurred in West Bengal, where the number of offices declined 
by 56, a n d  in  the latter class in  Madras where the number declined by  16. 

Branches Abroad of Indian Banks : The following table shows the branches of 
Indian banks i n  Pakistan and other countries from 1947. 

Oflices of Indian Banks outside India ------ ----- 
Year Pakistan Other countries Total 

The table shows a trend towards a decrease i n  branches in Pakistan along with a n  
increase i n  branches in other countries. At  the end of 1950, eight banks had  28 
branches in 7 countries other than Pakistan, ofwhich 2 were in  the United Kingdom ; 
24 of these branches, in regard to which data are available, h a d  total deposits outside 



India amounting to Rs. 25 - 13 crores. Their liquid resources comprising cash in 
hand, money at  call and short notice and investments i n  government securities 
amounted to Rs. 22-82 crores, and loans and advances, including bills purchased 
and discounted, to Rs. 5.57 crores. 

3. Paid-up Capital and Reserves : T h e  paid-up capital and reserves of Indian 
scheduled banks increased by about Rs. 4& crores to Rs. 59 .2  crores during the year, 
mainly owing to the larger number of reporting banks as seen from Statement 5 .  
The paid-up capital and reserves of non-scheduled banks showed no change. As in 
the previous year, the paid-up capital of scheduled banks at  the end of 1950 was 85 
per cent of the combined paid-up capital of scheduled and non-scheduled banks, but 
their reserves were slightly higher at  03 per cent of total reserves in 1950 as against 
92 per cent in 1949. 

Paid-up Capital and Reserves of Banks incorporated in the Indian Union 

(In crores of rupees) 

Class of Banking Paid-up Capital Reserves Total Paid-up 
Companies Capital and Reserves 

Scheduled Banks . . .. 31.9 34.4 22.8 24.8 54.8 59.2 

Non-scheduled Banks .. 5.7 5 . 8  2.2 2.0 7.8 7.8 - - - - - -  
Total .. 37.6 40.2 25.0 26-7 62.6  67.0 

Statement 5 shows the principal items of liabilities a n d  assets in India of the 
reporting banking companies classified according to the size of their paid-up capital 
and  reserves a t  the end of 1950. T h e  following table shows the paid-up capital and 
reserves of reporting companies in 1949 and 1950 classified according to the size of 
their paid-up capital and reserves. 

Classification of Banking Companies according to  Paid-up Capital and Reserves 

(Amount in lakhs of rupees) 

Size of Paid-up Capital and Reserves No. of Reporting Paid-up 
Banks Capital and Deposits 

Reserves 

1. Below Rs. 50,000 . . . . . . . . 83 72 19 17 98 80 

2. Rs. 50,000 to Rs. 1,00,000 . . . . 67 75 49 65 1,79 2,32 

3. Rs. 1,00,000 to Rs. 5,00,000 . . .. 1,41 l , 4 l  - 3,19 3,21 .14,83 16,72 

4. Above Rs. 5 lakhs . . . . .. 1,lO 1,21 58,73 63,OI 661,83 695,54 ------ 
Total .. 4,Ol 4,09 62.60 66,94 679.43 715.38 



T h e  f igu~es bring out t11e relative insignificance of owned assets of the vast 
rnajority of Indian banks: thrre-eighths of the total number of banks had  paid-up 
capital a n d  reserves below Ks. 1 lakh each, another three-eighths between Rs.1 lakh 
and Rs. 5 lakhs each, ivhile a quarter of the total had Rs. 5 lakhs and above each. 
This last group accounted for nearly 97 per cent of the total amount of deposits and 
about 94 per cent of the total paid-up capital and reserves. Banks having paid- 
up capital and reserves below Rs. 1 lakh each had total deposits of a little over Rs. 3 
crores and  those between Rs. 1 lakh and  Rs. 5 lakhs each Rs. 17  crores. The  num- 
ber of banks in group 1 decreased from 83 to  72 ; the reduction in  the number includ- 
ed in this group is due to several factors, such as liquidation, conversion into non- 
banking companies o r  transfer to group 2. I n  group 2 the number rose from 67 to 
75 and their paid-up capital and reserves increased by Rs. G lakhs to Rs. 55 lakhs. 
The addition to the number of banks in this group indicates in part the accretion to 
paid-up capital and reserves i n  order to comply with the minimum requirements 
regarding p a i d - I I ~  capit;tl and rcqerves prescribed by section 11  of the Banking Corn- 
panies Act. 111 gloup i ,  the rlr~rnl>c.r rose from 110 to 121, largely owing t o  the inclu- 
sion of bariks, which were exclr~ded in 1943, being i n  tha t  year outside the purview 
of the Banking Companies Act. There were 38 banking companies whose paid-up 
capital and reserves amounted to over Rs. 25 lakhs. Of these, 1 3  had capital a n d  
reserves of over Rs. 1 crore each. 

T h e  ratio of paid-up capital and reserves t o  deposits of scheduled and  non- 
scheduled banks registered in India, a n d  by way of comparison for commercial banks 
in the United Kingdom and t he  United States of America, for the years 1939 to 1950, 
is given i n  Statement 12. T h e  ratio for scheduled banks i n  1950 (9 per  cent) was 
the same as in the previous year, while t ha t  of the non-scheduled banks showed a 
small rise from 20 to 21 per cent owing to the fall in deposits noticed earlier, though 
their paid-up capital and reserves reniained unchanged. As mentionedt in last 
year's Report  the higher ratio of paid-up capital and  reserves t o  deposits of non-sche- 
duledbanlts, as compared to scheduled banks, was not a n  indication of the adequacy 
of their paid-up capital a n d  reserves o r  their financial standing ; for it may reflect 
the inability of the majority of non-scheduled banks to attract adequate deposits, 
a further reflection of this inability being the  relatively high rates of interest paid by 
some of these banks. For instance, non-scheduled banks included i n  groups 1, 2 
and 3 of t he  above table, i.e. the  smaller non-scheduled banks, had  deposits which 
were about 5 times their paid-up capital and reserves. I n  fact, during 1950 there 
was a n  increase of 8 i n  the number of banks whose paid-up capital a n d  reserves 
exceeded their deposits, as  the following table shows : 

Banking Companies with Paid-up Capital and Reserves in  excess o f  Deposits 

. . . .  Scheduled Banks . . . . . .  . . 7 8 
- ,  

. . . .  Non-scheduled Banks . . . . . .  . .  63 70 - - 
'All Banks . . . .  . . . . . . . . 70 ' 78 - - . . . .  

The table l.xlow classifies the banking companies according t o  the size of their 
reserves i n  relation t o  their paid-up capital at t he  end of 1949 and I. . 1950. . . 



Classification of the number of Banking Companies* According to Size of Reserve* 
in relation t o  Pald-up Capital 

Ratio of Reserves to Paid-up Capital Scheduled Non-~chedul- Total 
Banks ed Banks 

Nil per cent . . . . .. .. .. 3 1 37 28 4 0  29 

Below 60 per cent . . . . .. .. 41 45 202 203 243 248 

60 to 99 per cent . . . . . . . . 10 9 48 49 58 58 

100 per cent and above . . . . .. 11 19 49 65 6 0  74 - - - - - -  
Total . . 65 74 336 335 401 409 - - - - - -  

* Excluding banks incorporated outside India. 

The number of banks having no reserves declined from 40 to 29, only one of 
which was a scheduled bank in 1950 as against three in  1949; at the other end the 
number of banking companies whose reserves equalled or exceeded the paid-up 
capital rose by 14, six of them being non-scheduled banks. Nearly two-thirds of the 
total number of banks, scheduled as well as non-scheduled, had reserves less than 
50 per cent of their paid-up capital. AS in the ultimate analysis, the stability of a 
banking institution depends upon the extent of the reserves built up  by it, the 
improvement to be made by banks in  this direction is clearly evident. At the end 
of 1950 the reserves of all scheduled banks amounted to 74 per cent of their paid- 
up capital and of all non-scheduled banks 33 per cent. 

4. Deposits : The total of demand and time liabilities (excluding inter-bank 
borrowings) of scheduled banks increased during the year by Rs. 29 crores?, divided 
equally between demand and time liabilities. The  rise in total liabilities continued 
more or less throughout the year, although it is usual for deposits to decrease in  the 
busy season. The steadiness and even the slight increase in total liabilities during 
the busy season in  the first few months of 1950 appears to  have resulted largely from 
the growing balance of payments surplus during this period. At the end of 1950  
total liabilities amounted to Rs. 863 crores, of which demand liabilities comprised 
Rs. 580 crores or 67.2  per cent ; a year earlier they had formed 67.8 per cent. Sav- 
ings deposits, which are included under demand and time liabilities amounted to 
Rs. 139 crores a t  the end of 1950 as against Rs. 136 crores a year earlier. The data 
provided by the surveys of deposits show that three-fifths of the total of savings depo- 
sits were demand liabilities. Inclusive of interbank borrowings total liabilities 
amounted to Rs. 882 crores.2 

?The returns in Form XI11 of the Banking Companies Act disclose a larger rise during the year, 
namely, Rs. 43 crores, but this may be attributed partly to the difference in coverage, the weekly 
returns covering demand and time liabilities and the monthly returns, deposits, but mainly to the 
fact that at the end of 1950 the area to which the Banking Companies Act extended was corniderably 
larger than at the end of 1949, and included a larger number of banking companies. 

$Vide Statement B(i) of the Statistical Tables relating to Banks in India, 1050. 



T h e  deposits of non-scheduled banks decreased l ~ y  Rs. 3 crores t o  Rs. 37 crores 
during the year, demand deposits acco~~nt ing  for almost the whole of this decline 
(Statement 15).  I n  the case of non-scheduled banks their time deposits are twice as 
important as their demand deposits ; one of the main reasons for this is that non- 
scheduled banks operate mostly in small towns where the cheque habit has not yet 
developed. 

T h e  ratio of demand and  of time deposits to total deposits of several banks 
shows wide variations from the group average for scheduled and  non-scheduled 
banks. Thus, on  31 December 1950, there were 16 (1 scheduled and 15 non-schedul- 
ed) banks which had  no  demand deposits at all, while 20 others (all non-scheduled) 
had no time deposits. There were 5 banks ( 3  scheduled and 2 non-scheduled) whose 
time deposits were less than one-tenth of their demand deposits. On the other hand, 
36 banks (2 scheduled a n d  34 non-scheduled) h a d  demand deposits which were less 
than one-tenth of their time deposits. 

The  distribution of deposits (as obtained in Form XIII) by  different classes of 
banks a n d  their percentage to total deposits, a t  the end of 1949 a n d  1050, is shown 
below. 

Distribution of Deposits by Class of Banking Companies 

(Amount in crores of rupees) 

Class of Banking No. of Deposits Percentage No. of Deposits Percentage 
Companies Bar& to Total Banks to Total 

Deposits Deposits 

I. Exchange Banks . . . . 15 155 18 15 164 19 

2. Other Scheduled Banks . . 7 6  649 77 76 683 77 

3. Non-scheduled Banks . . 358 40 6 339 37 4 

Total . . 448 844 100 430 ' 884 100 

As the table shows, the scheduled banks accounted for the bulk (96 per cent in 
1950 as against 95 per cent in 1949) of the deposits of banking companies, the sche- 
duled banks other t han  exchange banks for over three-fourths of t he  total and  the 
exchange banks for a little under  one-fifth. T h e  share of the non-scheduled banks 
fell from one-twentieth t o  one-twenty-fifth of t he  total. 

Ownership of Deposits : T h e  results of the half-yearly surveys of the ownership 
of deposits covering all  scheduled banks and a sample of non-scheduled banks are 
embodied in  Statements 15 a n d  17(i) t o  (iv) of t he  Statistical Tables relating to  
Banks in India, 1950. Statement 15 gives the results, in a summary form, of 
the surveys of ownership of deposits of banks from 1045 to 1950. Statements 
17 ( i )  a n d  (ii) classify the  ownership of the  demand, savings a n d  time deposits 



of scheduled banks as at the end of June and December 1950, respectiveIy; and 
stitements 17(iii) and (iv) give similar data regarding the sample surveys of non- 
scheduled banks. 

Of the total deposits ofRs. 819 crores ofscheduled banlcs in December 1950, near- 
ly three-fifths (57 per cent) were demand deposits, a little over a quarter (27 per cent) 
were time deposits, and a little less than one-sixth (16 per cent) were savings deposits. 
The were almost the same as in the previous two surveys, showing that 
the relative importance of these three types of deposits remained practically unchang- 
ed during 1950. Of the demand deposits, business deposits accounted for a little 
more than half (52.4 per cent) and personal deposits for a little more than  a quarter 
(27.5 per cent). In  respect of time deposits, in contrast, personal deposits account- 
ed for substantially over a half (56.5 per cent) and business deposits a quarter (25.7 
per cent). The bulk ofsavings deposits (over 96 per cent of the total) were personal 
deposits. Personal deposits had the largest share of total deposits at  the end of 1950 
(46 .3  per cent), business deposits comimg next in importance (37 0 per cent) ; 
these proportions were more or less the same as in the two previous surveys. T h e  
pattern of~ownership of the various types of deposits has thus shown little change over 
1950 and was substantially the same as in 1949. The following table compares the 
results of the half-yearly surveys as a t  the end of 1949 and 1950 in regard to owner- 
ship of demand, savings and time deposits : 

. . 

Ownership of Deposits  of Scheduled Banks 

December 19-10 December 1950 
(88 Banks) (88 Ranks) - 

.- .. Type of Deposit - . . Amount. Business. Personal- - Others. Amount .Business Personal- - Others . . 
(Rs. Percen- Percen- Percen- (Rs. Percen- Percen- Percen- 

&ores) tage of tage of tage of crores) , tage of tage of tage of . 
1 

(1) (1) (1) 
2 3 4 5 , ,  6 7 '  8 . . (5) (5) (5) 

-------- 
. . . .., 

Demand .. . . .. 478.2 51.4 28.8 19.8 485.7 5 2 . 4  27.5 20.1 - . .- . . . -  . . -. . .. .. . . . , -. . , . . .. . ,. > 

Savings . . .. .. 134-1 1.4 90.5 2 . 1  , 137.0, 1.5 96.1 2.4 

Time . . . . .. 214.2 23.6 59.4 17.0 '226.7 '-25.7 - 56.5 --17.8 '- 

Total .. 826.4 36.1 47.7 16-2 849.4 37-0 46.3 16.7 

The increase in deposits of scheduled banks during 1950, as revealed by the three 
half-yearly surveys, amounted to Rs. 23 crores, although personal deposits declined 
by Rs. 1 crore ; more than two-thirds of the increase accrued to business deposits 
(Rs. 17 crores). Almost all the main sub-categories of business deposits participat- 
ed in the rise, the largest increase being recorded by finaricial (Rs. 7.crores) and trad- 
ing (Rs. 5 crores) concerns. 

- ,  , . 
The sample s*rvey.of the deposits of n&-scheduled banks showed that a t  fhf 

end of 1950 time deposits accounted for three-fifths (69.1 per cent), demand deposits 
a little less than a quarter (23.6 per cent) and savings dcposits a little more t h a n  one- 
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sixth (17- 3 per cent) of total deposits. The table below gives some results of the 
half-yearly sample surveys of deposits of non-scl~eduled banks. 

Ownership of Deposits of a Sample of  Non-scheduled Banks 

December 101.0 June 1950 December 1950 
(1 10 Banks) (08 Banks) (123 Banks) - 

Type of Amount Percentage Amount Percentage Amount Percentage 
Depoqits (Rs, crores) (Rs. crores) (Rs. crores) 

Demand .. 8 . 4  20.1 5 . 0  23- 3 6.7 23. G 

Savings .. 5 . 2  18.0 4 . 8  19- 0 4.0 17- 3 

Time .. 16.4 52.0 14.6 57.7 1G.S 69.1 

Tota l  .. 28-9 100.0 25.3 100-0 28.4 100.0 

Over the year 1950 the share of time deposits of non-scheduled banks registered 
a substantial rise, the proportion to the total being 52.9 per cent in December 1940, 
57.7 per cent in June 1950 and 59 e l  per cent in December 1950 ; on the other hand, 
the proportion of demand deposits to the total fell from 29- 1 per cent in December 
1949 to 23.6 per cent in December 1050. Savings deposits were at about 1 8  per 
cent of the total for the three surveys. While personal deposits tended to rise during 
the year, business deposits tended to fall ; the former rose from 56.4 per cent in  
December 1949 to 63.7 per cent i n  December 1950 and the latter declined from 32- 2 
per cent to 26 -4 per cent. Of the demand deposits owned by business, the bulk 
was accounted for by trading and financial concerns (75 per cent). 

State-uise Distribution of Befiosits : The  State-wise distribution of deposits of sche- 
duled banks in 1940 and 1950 is shown in Statement 11. The increase in deposits 
during 1950 was not evenly distributed and in  some States there was a decline, 
although in most cases the decline was small. T h e  largest fall, which occurred in  
Delhi, was Rs, 5 crores. The highest rise was registered by Madras (Rs. 8 . 4  crores) 
and was followed by Bombay (Rs. 7.4 crores), Madhya Bharat (Rs. 6.6  crores), 
Hyderabad (Rs. 3.4 crores) and Travancore-Cochin (Rs. 3 -  3 crores). T h e  rela- 
tive position of various States to the total showed hardly any change : Bombay's 
share a t  33 per cent continued to be the highest followed by West BengaI with 2 1  
per cent. The  share of Madras increased slightly from '7 to 8 per cent while that  
of Delhi decreased from 7 to 6 per cent. Bombay, West Bengal, Madras and Uttar 
Pradesh together held 70 per cent of the total deposits of scheduled banks. This 
brings out the uneven distribution of  bank deposits over the several States in the 
country and shows that hardly any progress was made during 1950 in  attracting 
deposits in what might be called underdeveloped States in respect of banking. 

ClasiiJication of Banks by Size of Deposits : Statement 6 shows the assets and liabi- 
lities of banks classified according to the size of their deposits as o n  the last Friday 
of 1950. There were 205 banking companies, including four scheduled banks, 
which had deposits of less than Rs. 5 lakhs each; a t  the other end there were 11 banks 
(all scheduled) which had deposits exceeding Rs. 20 crores each. The total deposits 
of' the former amounted to Rs. 3 . 4  crores as agrainst Rs. 631 crores of tile latter'; 
while their advanccs nmountcd to Rs. 4 1 crores and Rs. 296 crores, reyectivelp. 



Thus, while advances formed 47 per cent of deposits in the case of the largest banks, 
they were 122 per cent in the case of the small banks. I t  would appear that amalga- 
mation of very small banks into more economic units might contribute appreciably 
to improving their role in the mobilisation of savings'. 

UnclaimdDe)osits : Statement 19A shows the amounts, a s  a t  the end of 1949, 
of deposits, current, savings,fixed and others,which have not been operat. 
ed upon for 10 years, this period in the case of fixed deposits being reckoned from the 
date of maturity of the deposits. Out of the 413 reporting companies only 161 
reported unclaimed deposits. This may partly be due to the fact that banks incor- 
porated after 1939 had no such deposits to report. The total of unclaimed deposits 
amounted to Rs. 1.01 crores and formed an insignificant proportion (0- 12 per cent) 
of the total deposits of banks. Savings bank accounts constituted 65 per cent of the 
total number of accounts and nearly 53 per cent of the total of unclaimed deposits. 
I n  a majority of cases no reasons were given for the account not being operated for 
such a long period ; in others the most common reason appeared to be the death of 
the account holder, his heirs not having withdrawn the amount. 

5. Cash in Hand and Balanms with the Reserve Bank : At the end of 1950 the liquid 
resources, other than investments in government securities, of banks reporting in 
Form XI11 of the Banking Companies Act, namely, cash in  hand, balances with 
the Reserve Bank and with the agent of the Reserve Bank, balances with other bank- 
ing companies in current account and money a t  call and short notice, totalled Rs.127 
crores as against Rs. 130 crores a year earlier. From the data in Statement 6, it 
would appear that both for scheduled as well as non-scheduled banks, the proportion 
of cash resources to deposits tends to increase with a reduction in the volume of 
deposits with a bank, while the proportion of investments to deposits tends to decrease. 
While the cash resources of non-scheduled banks remained fairly constant a t  Rs. 5-6 
crores throughout the year, those of the scheduled banks were subject to seasonal 
variations. I n  the first quarter of the year cash resources of scheduled banks declined 

* by Rs. 32 crores to Rs. 101 crores, but increased by Rs. 42 crores to Rs. 143 crores 
,a t  the end of November. I n  December owing to the sharp increase i n  the credit 
extended, liquid resources declined to Rs. 12 1 crores. 

, . Balances of the scheduled banks in excess of the statutory minimum of 5 per cent 
'.of demand liabilities and 2 per cent of time liabilities fluctuated seasonally with the 
movements in the ratio of cash in hand and balances with the ReserveBank to total 

.liabilities. Excess balances fell from Rs. 41 crores a t  the end of December 1949 
to Rs. 9 crores in the middle of April a t  the peak of the busy season. I n  the subse- 

,quent four months they recovered to their original level, at which they remained till 
December 1950, when they fell sharply to Rs. 1 3  crores. 

6. Inirestments : Statements 16 and 19 (i) and (ii) of the Statistical Tables 
.referred to above show the data obtained in the half-yearly surveys of investments 
as a t  the end of December 1949, June 1950 and December 1350, which covered 
all the scheduled banks and a sample of non-scheduled banks. These investments, 
it may be noted, comprised the total investments of Indian banks and the investments 

.against their Indian Union bi~siness of tjanks rcgisterecl abroad. Total invcst~nents 
of scheduled banks increascd from Rs. 402.5 crores at tllc end of IIcceml~cr 1'313 to 

.Rs.llG-2 crorcs at the end of Decernl~er 1950, the rise of nearly K5. 1 1  crores occurring 



almost \vliolly in the second half of the year: Rs. 8.7 crorcs of this incrcase was under 
Central and State government securities which also accountcd for the bulk (88, 
per cent) of total investments., Tlie increase in 'other investments' during the year 
was Rs. 4 -  9 crores, domestic investments accourlting for Rs. 3 . 5  crores and foreign 
investments for Rs. 1 - 4  crores. 

Investments of Scheduled Banks 

(Amount in crores of rupees) 

No. of Reporting Banks 
I. Gov8rnnent s t  maturing 

December 1949 June 1050 December 1050 
-- - - 
Amount Percen- Amount Percen- Amount Percen- 

tage t o  tage t o  tage t o  
total total total 

(a) Within 5 years . . .. 107.5 26-7 03.6 23.2 110.6 28.7 

(b) 5-15 years . . . . . . 188.2 46.8 103-6 49.5 101.0 4 6 . 1  
(c) Over 15 years. . . . .. 61.6 15.3 G1.S 15.3 '54.7 1 3 . 1 ;  

11. 0 t h ~  investments 

(1) Other domestic investments 

(a) Other trustee sccurities . . 6 .1  1 .3  5.4  1 .3  7 -  1 1.7 
(b) Shares and debentures . . 13.3 3 .3  13.2 3 .3  14.4 3 . 6  

(c) Others . . . . .. 6.5 1 - 6  6 - 9  1 -7  7 .0  1 . 7 ' .  

(2) Foreign investments . . . . 20.4 5 - 1  22.7 6.7 21.8 6.2 

Total .. 402.5 100.0 402.7 IOD-0 416-2 100-0 

The maturity distribution of investments in Central and State government 
securities shows a further improvement during the year under review. Long-dateds, 
(that is, securities maturing after 15 years) which had constituted 26-27 per cent 
of the total holdings in government securities from 1925 to 1947 and had declined 
thereafter to about 17-18 per cent fell further in ths DxemS3r 1950 survey to 
15.  per cent. During the second half of 1950 medium-dateds (that is, securities 
maturing in 5-15 years) fell from 5 6 . 3  per cent in June to 5 2 -  4 per cent in December 
while short-dateds (that is, securities maturing within 5 years) increased from 26.4 
per cent to 3 2 . 7  per cent. 

Foreign investments amounted to Rs. 21.8 crores in  December 1950 as against 
Rs. 2 0 -  4 crores a year earlier and formed about 5 per cent of the total investments in 
each case. Investments in  Pakistan increased over the year by about Rs. 2 crores , 
but investments in the United Kingdom declined by about Rs. 11 crores. Among 
the other domestic investments, the most important were shares and debentures of 
joint stock companies, trustee securities and real estate accounting for 3 -  5 per cent, ' 
1.7 per cent and 1 - 4  per cent, respectively. Scheduled banks' holdings in  industrial 
shares and debentures constituted more than half of their total holdings in all types 
of shares and debentures ; nevertheless, the long-term finance provided by scheduled ' 
banks to industry, through such investments, wsq an insigrlificant fraction (2 per 
cent) of the total irivestmel~ts of scheduled ballks. 



' 

Thesample survey of non-scheduled banks in 1950 showed that their investments 
in Central and State government securities constituted about 79 per cent of the total. 
investments. Their maturity pattern showed a decrease in the proportion of short- 
dateds over the year from 1 0 . 4  per cent to 1 6  - 2 per cent, in medium-dateds a decrease 
from 4 5 . 5  per cent to 44.5 per cent and in long-dateds an increase from 35.6 
per cent to 39.3 per cent. Among the other investments of non-scheduled banks 
the most important were shares and debentures accounting for 10 per cent of the 
total investments and tru~i-ee securities and fixed deposits each accounting for about 
3 per cent of the total. 

Investments of a Sample of  Non-scheduled Banks 

(Amount in crores of rupees ) 

Nai of reporting banks . . . . 
I. Government securities maturing 

(a) Within 5 years . . 
(b) 6-15 years . . . . 
(c) Over 15 years . . 

XI, Other investments 

f 1) Other .domestic investments 

(a) Other trustee securities 
(b) Shares and debentures 
(c) Others . . . . 

(2) Foreign investments . . 
Total 

December 1949 June 1950 December 1950 

Amount Percen- Amount Percen- Amount Percen- 
tage to tage to tage to 

total total total 

. . 101 98 . 110 

Data regarding investments a t  more frequent intervals than the half-yearly 
surveys are available only in the monthly returns under Form XI11 of t he  Banking 
Companies Act (Statements 1, 2 and 3). These returns show a small range of 
variations between Rs. 12 crores and Rs. 1 4  crores in the caseof non-scheduled banks, 
their ratio to the total deposits moving between 32 and 36 per cent. I n  the case 
ofscheduled banks, while other investments showed only minor changes, investmemts 
in government securities were subject to wide seasonal fluctuations. T h e  ratio 
ofinvestments to deposits declined during the first four months of the year from 46- 0 
per cent in December 1949 to 4 2 - 6  per cent in April 1950 rising thereafter until Octo- 
ber to 46.7 per cent. I n  November and December it declined to 46 - 5 per cent and 
to 45.0 per cent, respectively. Ratios of investments to deposits a t  the end of 1960 
for both scheduled and non-scheduled banks were practically the same as in  19.19. 
Although ratios of investments to total deposits of bath scheduled and non-scheduled 
hanks appeared to have been generally satisfactory, there were a nrlrnber of banking 
companies which had inadequate investments, while some banking con~panies had 
no irlvestmcnts a t  all jo government securities, 



Statement 24 classifies the banking companies according to their investments 
in government securities in relation to total deposits. This table show that the 
number of banks whose ratio of investments to deposits was below 1 per cent declined 
from 151 in December 1349 to 123 in December 1950. A part ofthis fall is probably 
due to reduction in the number of reporting banks from 4.18 to 430. Also, as a 
result of the advice tendered by the Reserve Bank, some of the banks which held no 
government securities invested part  of their resources in these securities. Neverthe- 
less, a t  the end of 1050 there were still 12 scheduled banks and 111 non-scheduled 
banks whose investments were below I per cent of their total deposits. There were 
also 191 banking companies (28 scheduled and 163 non-scheduled) whose ratio of 
investments to deposits was less than 30 per cent. 

The  following table classifies banks according to the size of their investments 
in government securities in relation to thcir total advances as at  the end of 1650 
(Statement 26). 

Banks Classified According to  the Ratio of their Investments i n  
Government Securities to  Advances 

Ratio of Investment 
to Advances 

Numher of Banks 

1919 1960 

Less than 1 per cent . . . . . . . . . . . .  140 115 

1 to 49 per cent . . . .  . . . . . . . .  218 225 

60 to 99per cent . . . .  . . . . . . . .  1 49 6 6  

100 per cent and over . . . . . . . . . .  41 34, 

I t  will be seen that  less than a quarter of the number of reporting banks had  invest- 
ments amounting to more than 50 per cent of their advances and  a little over a 
quarter had less than 1 per cent. . 

7. Advancw : T h e  total of loans and advances and bills discounted of scheduled 
banks increased from Rs. 411 crores in December 1949 to  Rs. 445 crores a year later. 
Statement 33 classifies reporting banks according to the ratio of their advances to 

- total deposits a t  the end of June and December, 1949 and 1950. The changes in  
1960 as compared to 19.19 were minor. T h e  nurrlber of banking companies whose 
ratio of advances to deposits exceeded 70 per cent was 308 at the end  of 1950. It 
is thus clear that  a large number of banking companies continued t o  show a n  over- 
extended position in respect of their advances, a feature \vhicli lias been a frequelif 
cause of bank failures. Banks i n  such a situation were tllerefore advised to reduce 
their advanccs to a reasooable level as pronlptly as possible. 



The comparative position of advances of different classes of banking companies 
at  the end of 1949 and 1950 is given below : 

Distribution of Advances by Class of Banking Companies 

(Amount in crores of rupees)- 

1040 1950 
--- --- 

Class of Banking Companies 
Advances Percentage Advances percentage, 

(excl. due to total (excl. due to total 
from Ilanks) from Banks) 

1. Exchange Banks . . . . . . . . . . 100 25 109 25 . . 

2, Other Scheduled Uanks . . . . . . . . 272 68 307 69 

3. Non-scheduled Banks [ . . . . .. .. 30 7 28 6 - - - - 
Total . . 402 100 444 100 - - - - 

I t  shows that the relative position of the different groups of banks was almost 
the same a s  in 1949 ; nearly 70 per cent of the total advances were accounted for 
by scheduled banks other than the exchange banks and the exchange banks accounted 
for a quarter of the total. I t  is relevant to mention here that these figures exclude 
foreign bills purchased and discounted which are considerable in the case of exchange 
banks. If these are added, the relative share of the exchange banks would be even 
higher. a : 

Advances of Scheduled Banks according to Purpose : The quarterly surveys of advances 
of scheduled banks are set out in detail in Statement 18(i) of the Statistical Tables 
relating to Banks in India for the year 1950. The distribution of advances by purpose 
according to main categories only are shown below : 

Distribution of Advances of Scheduled Banks According to Purpose 

End of 
Amount Industry Commerce Agri- Personal Others 

(Rs. Percentage Percentage culture and Pro- Percentage 
crores) of (1) of (I)  Percentage fessional of (1) 

of (1) Percentage 

1 2 3 4 O; (I) . . ..B 

December 1949 . . .. 438.5 30.4 51 .4  1 . 9  8.7 7 . 6  

March 1950 . . .. 493.4 31.6 52 .1  2.3 7 .9  G-3 

June . 9 )  . . .. 475.7 32 .6  50- 1 3 .3  8 . 2  G . 0  

September ,, . . . . 438.3 31.0 47.6 3 .3  9 . 4  5.6 



Tlle trend in  the volume of advances reflects the seasonal fluctuations in the 
demand for bank credit. The  volume of ba lk  credit increased I>y Its. fiO crorcs in 
the first quarter of 1950 and declined by a11 equivalent amount in the following two 
quarters. I n  the last quarter of 1950 with the onset of the new busy season it again 
rose by Rs. 37 crores. The seasonal trend was also reflected in the trend of advances 
t o  commerce, the total rising by Rs. 35 crores in the first quarter of 1950, declining 
by Rs. 51 crores in the next t\zro quarters and rising again by Rs, 37 crores in the 
last quarter. Because cf the seasonal fluctuations in the advances to commerce 
the proportion of industrial advarices to the total tended to increase i n  the slack 

r . season and to diminish in tlie 1111sy season. 1 lie rangc of \~nriatio~: in advances to 
irldustry d~uring the year was Rs. 24 crores. Iiroadly, Ilo\vever, the sliare of the main 
groups in total advances l ~ a s  remained more or less steady, advallces to indnstry 
constituting 30-34 per cent of the total, t o  commerce 48-52 per cent, to agriclllture 
2-3 per cent, and for personal and professional purposes 8-9 per cent. Advances 
to  commerce accounted for the In~lk  of the advances of the scheduled banks. Pro- 
d1ictiotl crcdit to ;igrict~ltt~rc \vas rclativcly insignificant. Although advances 
t o  industry wcre rnorc or lcss stc;~cly d ~ ~ r i r ~ g  t l ~ c  y(:;~r, there was a sharp rise of nearly 
Rs. 24 crores i n  the first quarter of 1950, the total increasing from Rs. 133 crores a t  
tlie end of December 1949 to Rs. 157 crores a t  the end of March 1950. . This was 
mainly attributable to the marked rise of Rs. 18 crores i n  advances t o  the sugar 
industry during the crushing season. Advances to the textile industry increased 
by Rs. 10 crores over the year as a result of heavy imports of r aw  cotton, mainly 
from the United States at higher prices which required larger accommodation 
to enable mills to build up  stoc!ts. Advances to  sugar also recorded a n  increase of 
Rs. 3 crores over the year as the sugar mills were required to hold larger quantities 
in view of official restrictions on  the sale and distribution of sugar. Advances t o  
jute on the other hand were more or less stationary around Rs. 22 crores. Advances 
to the cotton textile industry claimed the largest share among industries, the prop?r- 
tion to the total varying between 6 . 6  per cent and 10 .5  per cent during the.year. 
I t  was followed b y  the jute industry a n d  the sugar industry, advances to which 
ranged from 3 . 5  to 4.8 per cent a n d  1 . 7  t a  5 . 2  per cent, respectively. Other 
industries which obtained a fair share were the engineering, other textiles and iron 
and steel. 

Wholesale trade claimed more than half of the total advances t o  commerce 
and formed 25-30 per cent of total advances. Advances to  wholesale trade i n  agricul- 
tural commodities showed a pronounced seasonal pattern rising by Rs. 21 crores i n  
the first half of the year, declining by Rs. 25 crores in the following quarter a n d  

. rising again by Rs. 14 crores in the last quarter. Similarly advances to banks 
and other financial institutions rose by Rs. 9 crores in the first quarter, declined by 
Rs. 15  crores in  the next two quarters and  rose again i n  the last quarter. Advances 
to bullion dealers and  shroffs showed an  almost continual rise of Rs. 6 crores t o  
Rs. 18 crores a t  the end of 1950. Advances to dealers in government securities, 
stocks a n d  shares showed little variation, the total ranging from Rs. 1 8  crores t o  
Rs. 20 crores. Production credit t o  agriculture varied between Rs. 9 crores and 
Rs. 15  crores ; as in the previous year a major portion of these advances was for the 
financing of commercial crops. Accommodation granted directly t o  farmers etc. 
for the purpclse of l~uy ing  implements, livestock etc. amounted to t h e  insignificant 
figure of between Rs. 22 1;tkhs a n d  Rs. GD lakhs. 



Advancss of Sch~duled Banks according to Security: Statemet~t 18(ii) of the Statistical 
Tables referred to above gives in detail the distribution of scheduled banks' advances 
according to security. The bulk of the advances (86 per cent) was secured. The 
security against which the largest advances were granted at the end of 1950 was 
merchandise which accounted for about two-fifths (Rs. 179 crores) to one-half 
(R3. 226 crores) of the total advances. Advances against government securities 
and shares accounted roughly for about one-tenth each of the total advances, but 
they were lower than a year earlier. Advances against bullion increased continually 
from 2 . 2  to 3-  1 per cent while the share of real estate was more or less steady around 
5 per cent. Advances against agricultural commodities other than food-grains rose 
by Rs. 17 crores to Rs. 81 crores over the year while those against food-grains did not 
show any marked change and the total under this category was comparatively small 
(Rs. 8 crores). Of total advances, bills purchased and discounted (inland and 
foreign) constituted about 14 per cent of the total, varying from Rs. 57 crores in 
December 1949 to Rs. 64 crores in 1950 ; of this documentary bills accounted for 
9 per cent and clean bills 5 per cent. 

Distribution of Advances of  Scheduled Banks according to Security 

End of Amount Govt. Shares Mcrchan- Real Bullion Other Unse- 
(Ks. and Percen- disc Estate Percen- Sectlri- cured 

crores) Trustee tare of Percm- Percen- tage of  ties Per- Percen- 
' Securi- "(1) tage of  tage of 1 )  centage tage of 

ties Per- (1) (1) of (1) (1) 
centage 
of (1) 

March 1960 .. 408.4 11 .4  10.7 4 5 . 4  4 . 3  2 . 2  12.2 13.8 

June >Y .. 475.7 9 . 6  10.6 4 7 . 2  4 . 5  2.3 1 1 . 8  14 .0  

September ,, .. 438.3 9 . 9  1 1 . 6  4 3 . 2  5 1  2 .8  1 3 . 6  13 .7  

December ,, .. 475.6 9 . 5  11 .2  4 4 . 7  4 . 7  3 . 0  12.5 14-3 

Advances of .hron-scheduled Banks according to Puqose : Statement IS (iii) of the 
Statistical Tables relating to Banks in India for the year 1950 shows the distribution 
of the advances of non-scheduled banks according to purpose for each quarter of 
1950. Total advances of non-scheduled banks fluctuated between Rs. 40 and Rs. 43 
crores in 1950 and formed about 8 per cent of the combined total advances of 
scheduled and non-scheduled banks. Thus while non-scheduled banks are more 
than four times the number of scheduled banks their advances are less than one-tenth 
of rhe latter. A little over two-fifths of the total advances of non-scheduled banks 
were to commerce, about 2 8  per cent for personal and professional purposes and 
about one-sixth to industry. Advances to agriculture were relatively minor at 5 
per cent of the total. Among industries cotton textiles accounted for the largest 
share-about 4 to 6 per cent of the total-and amonq the advances to commerce, 
trade, wholesale and retail, accounted for about 29 per cent of the total. Retail trade 
fqured more prominently in thc advances of non-schcdulcd hanks thanin thoseof the 
scheduled banks, accountir~g for 10 per cent of t l ~ c  total advances of the former and 



2 to 3 per cent of the latter. A large part of the tot;\l advances of non-scheduled 
banks are for personal and professional purposes, advances for this purpose by schedu- 
led banks being less than 10 per cent. 

The table below shows movements in non-scheduled hank credit classified by 
purpose of borrowing for each quarter of 1950 : 

Distribution of Advances of Non-scheduled Banks according to Purpose 

-- 
End of Amount Industry Commerce Agriculture Personal Others 

(Ks. crorrs) Percentage Percentage Percentage and Pro- Percentage 
of ( I )  of ( 1 )  of (1) fessional of (1) 

Percentage 

1 2 3 4 
0; (1) (i 

- - - - - -  
December 1040 . . 43.6 1'3.2 40. G 5 .1  '20.3 6 .0  
March 1950 . .  10.3  15.3 43.0 4.7 28.3 8.7 

June 9 , . . 1 2 . 4  113.0 45-11 5 . 2  27.0 5 . 9  

September ,, . . 41.1 16.8 43.2 5 . 5  28.8 5.8 

December ,, . .  43.0 18.0 40.7 5 . 3  27.8 8.3 

Statement 18(iv) of the Statistical Tables referred to above shows in  detail the 
classification of advances of non-scheduled banks according to security. While 
the bulk of the advances as in the case of scheduled banks was secured, tl;e propor- 
tion of unsecured advances was considerably larger, being a little less than one- 
quarter of the total as against a little over one-eighth in the case of scheduled banks. 
The pattern of distribution of securities of advances by non-scheduled banks is signi- 
ficantlv different from the pattern for scheduled banks. In  the case of non-schedul- 
ed banks one-fifth of the advances were against merchandise and another one-fifth 
against real estate and a little less than one-fifth against bullion, while advances 
against shares were relatively small at  4-6 per cent and against government securities 
negligible. The  greater prominence of real estate and bullion among advances of 
non-scheduled banks would seem to be attributable to a fairly large amount of con- 
sumer credit being granted by these banks whose activities i n  this respect are not 
very different from pawnshops. T h e  advances against bullion for the most part  
include advances against gold and silver ornaments. Bills purchased a n d  discounted 
(mainly unsecured) were about one-twentieth of the total advances. A classifica- 
tion of advances of non-scheduled banks according to security is shown in the table 
below : 

Distribution of Advances of  Non-scheduled Banks according t o  Security 

End of :\mount 
(Rs. 

crorcs) 

1 -- 
December 1949 43.5 
March, 1930 40.3 
June ,, 42 .4  

Govt. and Shares R4erchan- Real Bullion Others Unse- 
'Trustee Secu- Percen- dise Estate Percen- Percen- cured 

rit~es tage of Percen- Percen- tage of tage of Percen- 
Percentage (1)  tage of tage of ( 1 )  (1)  tage of 

of (1) 
2 3 4 5 G 7 

(1) (1) (1) 
S ___ - - - _ - - -  

0.5 6.6 22.4 18.7 17.3 13.6 30.9 

0.8 5 . 2  18.7 20.9 17.0 11.3 23.1  
0 . 4  4 .6  23.7 19.8 14.9 13.0 23.7 

September ,, 4 1 . 1  0.4 4.6 19.8 30.2 19.9 13.0 23.2 

December ,, 4 3 . 0  0-4  3 .9  10.2 20.2 18.9 13.6 33.7 - --- _-__-- 



State-te,ist Distribution o f  Adz~ances : Advances in a majority of States (Statement 
11) showed a rise which was more pronounced in Bombay where advances registered 
an  increase of nearly Rs. 2 1  crores or about three-fifths of the  rise for all States taken 
together. Despite this increase the relative position of the States did not change 
materially. Bombay and West Bengal continued to lead the States i n  respect of 
advances, the two together accounting for 62 per cent of the total advances. 

8. Earnittgs and Expenses of l??dian Scheduled Balzks : Gross earnings of scheduled 
banks amounted to Rs. 20.0 crores -an increase of Ks. 30 lakhs over the previous 
year-while operating expenses rose by Rs. 70 lakhs to Rs. 21.8 crores. The  bulk 
of the earnings continued to be derived from advances, the proportion to  total earn- 
ings being 52 per cent as against 55 per cent in the previous year. Earnings from 
government securities constituted ahout 28 per cent of the total earnings. 

Establishment expenses continued to increase in 1950 and absorbed Rs. 1 1 . 2  
crores or nearly two-fifths (39 per cent) of the earnings as against Rs 10.3 crores or 
3 6  per cent in 1940 and Rs. 9 5 crores or 33 per cent in  1948. T h e  increase is large- 
ly  attribufable to h i@e~ emdummts accruing to bank personnel as a result of 
the Bank Award, by way of increase in salary, dearness allowances as well as certain 
additional amenities. The  proportion of interest paid on deposits was slightly lower 
at 21.6 per cent as against 22.4 per cent in 1949 and 24.0 per cent in  1.948. 

Earnings and Expenses of Indian Scheduled Banks 

(In crores of rupees) 
-- 

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

1. Gross earnings . . . . . . . .  28.7  9 . 0  

2. Operating expenses . . . , . .  41.1 21.8 

E~tablishment expenses . . .. 10 .3  , 11.3 

3. Net profits . . . . . . . . 7.9 6 .6  

Dividends . . . . . . . . 2 . 4  2.5 

Provision for taxation . . . .  2 .5  1.6 

Employees' share (Bonus) . . . . 1.0 

General reserves . . . . . . 0 . 6  

Special reserves . . . . . . 1 . 9  1.2 

AS a result, the net profits declined sharply during the year by Rs. 1 . 3  crores to 
Rs. 6 . 6  crores. Nevertheless the amount paid as dividends increased steeply to  37 
per cent of net profits in 1950 as against 30 per cent in 1940. Employees' share in  
the net profit also rose from 12 per  cent to 15 per cent. O n  the other hand, provi- 
sions for taxes rind allocations to special reselves declined frorn 33 and 24 per cent 
elf net profits in 1 9.1 9 to 25 and 18 per cent, respectively, in 1950. Tile amount allocat- 
ed to generill rcsc.lvrs was slig't~tly higher at 10 per cent as  agaimt 8 per cent in 191% 



Tile ratio of current operating expellses to total earllillgs of IIldian scllcduJed 
balks was 75 per cent as again51 63 per cent in the case of excha~lge banks and 81 
per cent in the case of the larger non-scheduled banks. Net profits of Indian sche- 
duled banks represented 23 per cent of their total earnings as compared to 3 6  I'er 
cent for the exchange banks and 1 4  per cent for the larger uurl-scheduled banks. 

9. The All-India Industrial Tribunal (Bank Disf.tutcs) Award .- I n  order to obviate 
the dificulties caused by divergent and  conflicting awards made i n  various States on 
disputes between bank employees and hank managements, the Government of 
India appointed the All-India Industrial Tribunal (Bank Disputes) in June 1949 
to adjudicate on disputes relating t o  banking companies having bral~ches in more 
than one State. The Tribunal's Award was published in August 1950 ; its main 
features a re  briefly summarised below. 

Banks were divided into three classes namely, A binks having working resources 
of Rs. 25 crores a n d  above, B banks between Rs. 7 &  crores and lis. 25 crores and C 
banks less than Rs. 78 crores. The  countr)i was also classified into three areas gene- 
rally corresponding to urban, semi-urban and rural areas. The pay scales prescrib- 
ed for A banks and  Class I areas (comprising Bombay, Delhi, Calcutta and Ahme- 
dabad, including their respective suburbs) were higher than for B banks a n d  Class 
11 areas (towns and cities other than those in Class I )  a n d  these, in turn, were higller 
than those for C banks and Class I11 areas (places other than those in  Classes I and 
11). T h e  basic pay scales are based on the subsistence level as assumed i n  the report 
of the Off~ce  of the Economic Adviser to the Government of India on family 
budgets of middle class employees of the Central Government for the year 1946 
and include certain amenities such as children's education, entertainment, life 
insurance etc. Dearness allowances have been linked to the cost of living index 
numbers at the various places, the rates varying from 5 per cent to 9$ per cent of 
pay. The  Tribunal observed that while the basic pay scales prescribed i n  the Award 
may be higher than those tilerlprevailing, the rates of dearnessallcwances sanctioned 
11). them were comparatively small on the ground that a substantial part of the dear- 
ness allowance was already absorbed in the basic pay. I f  any  bank h a d  i n  force 
better scales of pay than those laid down by the Tribunal, the former were t o  prevail. 

Provident Fund with contributions by the employers and employees as under the 
Model Rules prepared by the Government of India was made compulsory. Payment 
of bonus was also made compulsory and  was recognised not as a demand for profit 
sharing b u t  as a means of making u p  the deficieilcy i n  the remuneration paid to  
employees. T h e  rate of bonus payable was linked up with the rate of dividend to 
shareholders declared by  the banks and  was payable only if the rate of dividend 
declared exceeded 4 per cent. I11 the absence of a provision for pension, gratuity 
a t  prescribed scales was also laid down arid the maximum was fixed a t  15 months, 
12  months a n d  6 months' salary for A, B and C banks, respectively. Certain other 
matters like leave rules, special allo~vances, and  contribution by banks towards 
expense of medical treatment of employees, travelling and other allowances were 
also prescri1)ed. 

'Tlic Akvard rcduccd tlle xlumlxr of \zrorking hours to 36 per week made up  of 
6 &  liours on  \leek days (escluding a lunch recess of half a n  hour) and 3& hours on  
Saturday jvithollt recess. Tlle Tribunal recon~merldcd that the  recmitm~ent of 
employces s t~ould  be on  the basis of their qualifications a n d  retrenched o r  temporary 
employces should bc given preference. Rules regarding termination of service were 



also laid down. Tlie Award was fairly comprehensive and  touched upon all rele- 
vant matters not overlooking the likely effects of the increased burden imposed on 
certain small and uneconomic units which would be compelled to go out of business 
as  a result. The  Award was to be put into eflect by A banks retrospectively from six 
months prior to its publication, by B banks immediately on its publication and by 
C banks six months after its publication. 

The main Award was challenged in tlle Supreme Court on certain technical 
grounds and was subsequently declared void by that Court. Nevertheless by an 
~~nderstanding between bank managements and employees' unions, the pay scales, 
~vhich in a majority of banks had been adjusted to those laid down in the Award, 
are to continue, pending consideration of the matter by a freshly appointed Tribunal. 
This has also been made legally I)inding on  banks under section 7 of the Indllstrial 
Disputes (Amendment and Temporary Provisions) Act, 1951. 

10. Refiort oJ'the Rural Bankitig Enquiry Commitfee : The  Rural Banking Enquiry 
Committee, which was appointed by the Government of India in November 1920 
principally for exploring ways and means of extending banking facilities in rural 
areas and mobilising rural savings, submitted its report in May 1950. The  main 
recommendations of the Committee are summarised below : 

The Reserve Bank of India should open offices in the capitals of all the mzjor 
States in the Union, and the Imperial Bank of India should extend its branches to 
taluka or tehsil towns where the volume of government transactions and  business 
potentialities warrant such extension. Other commercial and co-operative banks 
should be encouraged to open branches in taluka towns, smaller towns and semi- 
urban areas. For the villages, the machinery ofpostal savings bank and co-operative 
societies should be expanded and more fully utiliscd and to enable the co-operative 
organisation to play its role, it should be strengthened and developed. T h e  growth 
in the number of offices of various types of banks will not only assist in  popularising 
the savings habit but also serve the credit needs of rural areas. One  of the main 
difficulties in extending advances in such areas is the absence of warehouses in which 
agricultural products can be stored and which can issue valid receipts for the pro- 
duce stored. The Committee has, therefore, recommended the establishment of 
a Warehousing Development Board with funds contributed by the Central and  State 
Governments and the Reserve Bank ; this Board will he charged with the responsi- 
bility of actively promoting the building of ~varehouses in the country. For short 
and medium-term finance of agriculture, the existing State co-operative banks 
should be strengthened and their scope enlarged, and where this is n o t  possible 
State Agricultural Credit Corporations should be established, leaving long-term 
finance for agriculture to be provided by specialised institutions such as land mort- 
gage banks. 

Among the ancillary facilities that may be needed to induce banks to  expand to 
the interior, the Committee recommends Ijberalisatio~ of remittance facilities by 
offering these on cheaper terrns than those available at present, irrespective of the 
banks' maintaining accounts with the Reserve Bank or the Imperial Ilmnk at  the place 
frcm which remittance is desired, o r  of maintaining their own offices in that place. 
Facilities for I-cmittances thror~gh treasurics and sr11,-trcasurics art: rilso reconlrncnded 
to be enlal-gcd. 'Ihese facilities along with those for t11c corwersion and exchange of 
notes and coins at t11c: Imperial Bank ;tnd trc.;~sr~rics ;111~1 s111)-trcnsr~rics, ntld for thc 



safe keeping of'funds by pel-mitlillg I)anks to keep tlloil. il-otl s;lSes ;llld cIIeSts i l l  tile 
strong rooms of treasuries and sull-treasuries, recomn~ellded 1)y t l ~ e  Committee, 
will be beneficial to commercial banks. 12'11ile rejecting direct assistal~ce to  1,;lnks 

in the shape of subsidies, special protection, underlvriting of losses and keepillg of 
interest-free balances, the Committee has laid emphasis on concerted attempts at 
removing impediments such as 1o.i~ pmductivity of agriculture, lack of communica- 
tions, illiteracy, conservatism of villagers and restrictive legisl a t '  1011. 

Schemes proposed by the Rural Banking Enclniry Committee are under active 
consideration a n d  a new Department of I<anking Ilevelopment \\'as set up  in tile 
Reserve Bank towards the end of the year uncler review to explore w l ~ a t  practical 
measures are feasible to  implement the Committee's rccomrr.endntiorls. While no 
spectacular results can  be expected in the short .run, development along the lines 
recommended by the Committee may be expected to inake a real contt.ihution 
to the growth of' !)anking on a sound hasis. 

11. General Obseruations : Some broad features ernerge Iiorn the I);ulking trends 
in  1950 reviewed in the foregoing paragraphs. 

I n  the first place the number of banking ofices has continued t o  diminish. 
This, however, as pointed out earlier, is not necessarily an unhealthy feature ; i t  may 
legitimately be  regarded as a corrective t o  earlier indiscriminate expansiori. As 
regards the banking offices of non-scheduled l)ank$ there is the furtller consideration 
that a reduction in  their banking offices may  have resulted from some banks ceasing 
to  be banking companies within the meaning of the Banking Companies Act as a 
result of their confining themselves to non-banking business. However, what is not 
equally encouraging is that few applications were for opening new banking offices 
'in places in which banking facilities did not already exist. The  declining trend i n  
banking offices, i t  may be noted, is not in  conformity with the recommendations of 
the Rural Banking Enquiry Committee, which called for an  extension of banking 
facilities to make good the present deficiency. The  inadequacy of banking facili- 
ties for the country as a whole is brought into bold relief by the fact tha t  there is only 
one banking office (incl~tding offices of the larger co-operative banks) in the Indian 
Union for every 70,000 of the population ; for places which are  served by banking 
offices the ratio is one banking oficc for every 10,000 of the population. T h e  uneven- 
ness of the distribution of banking offices is revealed by the fact that at  the close o f  
1950, 47 per cent o r  2,396 offices were i n  175 towns having a population of 50,000 
and above and  53 per cent or 2,681 offices i n  1,379 places having a population of less 
than 50,000. 

During the year a n  event of impo~tance  lvas the amalgamation, in  accord with 
the suggestion in that regard made earlier by the Reserve Bank, of four scheduled 
banks in Bengal under the nanle of the United Bank of India, having paid-up capital 
and reserves of Rs. 3.66 crores \\'ith the simplificatioil of the procedure for amal- 
gamation by the amendment i n  1950 to  the Banking Compx~lies Act, amalgamations 
m a y b e  expected to gro'iv in importance, as they afford a convenient method of 
strengthelling l,;inking compal1ies, ninny of ~vhic11 a t  present would appear to be too 
srnall to 1)e run ecoltomically under nloderrl conditions. This would, lio\vever, 
tend t o  reduce banking oficcs in  the sllost r1111, but ~ v o l ~ l d  provide a more solid base 
for vigorous I ~ r a ~ ~ r l l  expansion later. 



'rile inadecluacy of' paid-1111 capital to deposits in the care of certain banks, 
tnainly, non-scheduled baldis, has already been referred to. The  statutory require- 
ment of setting aside 20 per cent of the net profits to reserves had a heneficial effict 

+n a large number of banking companies, although this was not reflected in the total 
for the scheduled banks, whicli are dominated by the few major Indian scheduled 
banks. At the end of 1949 there were ollly 11 scheduled banks which had reserves 
equal to or in excess of their paid-1111 capital and 10 scheduled banks which had 
reserves between 50 and 100 per cent of their paid-up capital ; at the end  cf  1950 
the figures were 10 and I) respectively. 

While deposits of banking companies illcreased during the year, it is clear 
that total deposits were unevenly divided in tlie various States of the Indian Union. 
Two States, namely, Bombay and West Bengal accounted for one half of total depo- 

' sits and two-thirds of total advances. During the year several banks showed an  
over-extended credit position which needs to be rectified not only in the interest of 
the individual banks, but also in the interest of the economy, for such a n  increase 
serves to accentuate inflationary pressures. Increased credit has been a feature 
of world banking after the outbreak of hostilities in Korea, but in several countries 
measures have been taken to keep the expansion within bounds. Restrictions on 
credit and other monetary device5 were in fact the principal method of combating 
the fresh inflationary pressures generated by rearmament and  stockpiling programmes. 
T h e  close relation between bank credit and the increase in money supply and  through 
i t  of inflationary pressures has already been noticed in  the introductory paragraphs 
to this chapter. Bank credit tended to increase the money supply in the Indian 
Union in 1050 while i t  had tended to contract in 1949. I t  has not been possible to 
estimate the extent of advances for speculative purposes, but in any  scheme of prun- 
ing down of distribution of credit, this type of lendilig needs to be eliminated as it 
has little bearing on efforts to increase national output. T o  discourage the specula- 
tive hoarding of stocks, particularly of jute, a directive was issued by the Reserve 
Bank in April 1050 to recall all advances for the purchase of raw jute other than to 
mills and balers. 

Although there has been a tendency since 1948 on the part  of the banking system 
generally towards a balanced maturity distribution of its investments portfolio, 
investments in long-dateds still constitute more than one-sixth of the total invest- 
ments. The  lack of a balanced maturity distribution is still noticeable among th:: 
smaller banks which tend to keep a very high proportion of their total investmeilts 
in long-dateds. 

The effect of the Bank Alvard has heen reflected in  the earnings a n d  expenses 
of banks during 1950. While earnings have increased they have been more than 
absorbed by the increase in establishment costs Nevertheless dividends increased 
along with a n  increase i n  the bonus to the employees. This has been mainly achie- 
ved, i t  would appear, by reduced provision for taxation and reduced allocation 
to special reserves. During the year the structl~re of interest rates has shown some 
signs of hardening along with the increase in the yieId on government securities 
following the suspension of oficial sllpport for tile larger part  of tlle year. This 
tendency I ~ a s  continued I~eyond the year arid m;ly, i r t  part, he attrit~uted to the  desire 
to meet increased costs by increased c h a ~ . ~ c s  for Ijnnking C3cilities. The  impact 
on  the inflationary situation, Iiotvcvcr, \vottlcl rlot 1,e undesirable 



CHAPTER V 

ACTIVIT~ES OF THE RESERVE BANK OF I N D I A  UNDER SECTION 17 OF THE 
RESERVE B A N K  OF INDIA ACT, 1934. 

Financial Assistar~ce Jrom tile Resertte Bnttk 

Advances un&r section 17 (2) : I n  terms ofsection 36 (2) of the Ranking Cornpallies 
Act, 1949, the annual report should inclnde the Reserve Bank's activities under 
clause (2) of section 17  of the Reserve Bank of India Act, 1931. As pointed out  
in the previous report, the effective use of this sub-section depcnds on the availal~ility 
of a large amount of time bills and time promissory notes. The  volume of llsance 
bills held by the  scheduled banks a n d  the State co-operative 1)ank.s showcd no appre- 
ciable change during 1950, and the activities of the Rcserve Bank llnder section 17(3)  
therefore continued to be limited. I n  fact, as will he oljserved from Statement 41, 
no scheduled bank availed itself of the facilities under clause (2)(a) of section 17 
during 1950. However, advances t o  State co-operative banks under sub-section 
(2 ) (b ) ,  which h a d  risen from Rs. 1 a 7 5  lakhs in 1046 to  Rs. 1.21 crores in 1049, 
recorded a further improvement to Rs. 2.14 crores in 1!)50. With a view to enahling 
co-operative banks t o  avail themselves of the  provisions of this sub-section on a 
larger scale, the  Government of India, on the recommendation of the Reserve Bank, 
decided t o  extend the period of maturity provided i n  this sub-section from nine 
months to 12  months. The  Reserve Bank of India (Amendment) Bill, 1050, embody- 
ing this and other amendments, was introduced in Parliament on the 19th April 
1950. I t  tvas referred to a Select Committee on the 22nd November 1050 and the  
Select Committee's report was presented to  Parliament on the 13th December 
1950. The  Select Committee recommended a further extension of the period of 
maturity of bills from 12 to 15 months." 

2. Amount of adtlances b j  thp Reserue Bank : As in the previous years, the out- 
standing feature of t he  financial assistance rendered by the Reserve Bank t o  t he  
scheduled banks a n d  State co-operative banks was the preponderance of advances 
under section 17(4)  (a) of the Reserve Bank of India Act. Statement 40, which 
brings out  the comparative position of advances made t o  scheduled banks a n d  
State co-operative banks d u r i n ~  1 9  1-9 a n d  1950, discloses that the total advances t o  
these banks amounted to Rs. 42.55 crores i n  1940 a n d  t o  Rs. 19.10 crores in 1950. 
The unusually large advances in 1949 h a d  been accounted for by the abnormal 
stringency i n  the money market associated with the heaviest balance of paynient 
deficit i n  India's trade history a n d  the consequent necessity for the Reserve Bank to 
offset part of the  extreme monetary contraction that tended t o  result. 1950 witnessed 
instead a tu rn  t o  a favourable balance of payments and  a n  increase i n  money-supply, 
reflected partly in a rise of Rs. 43 crores in the scheduled banks' deposits during t h a t  
year and, consequently, i n  the generally easy conditions tha t  prevailed in the money 
market practically througI1ollt 1050. Even duri~lg the busy season, money was not  

* The Rcscrve li;\nl< of India (.\rr~e.ltItnrnt) Bill, IOBQ, was p a ~ ~ r d  I)y l'nrliament on the 
27th April 1 !iG 1. 



as scarce as in the corresponding period of the previous year. As against a sharp 
fall in the total amount of advances, the number of loans showed a n  increase from 
401 in  1949 to 478 in 1950. T h e  number of loans t o  State co-operative banks 
increased from 103 to  207, but the number of loans t o  scheduled banks declined 
from 298 to  271. A study of Statement 40, which gives monthly figures of loans 
granted to scheduled banks and State co-operative banks i n  1949 a n d  1950, reveals 
that the finance provided by the Reserve Bank was mainly seasonal i n  character. 
Advances between January and April 1950 varied from Rs. 1 - 92 crores to Rs. 4 ~ 4 5  
crores, while those during the slack season from May to October 1950 ranged between 
Rs. 45 lakhs and Rs. 1 .09  crores. With the onset of the busy season i n  November 
1050, they displayed a rising tendency and  amounted t o  Rs. 2 - 4 4  crores in December. 

Statement 41 gives the sectionwise analysis of advances granted b y  the  Reserve 
Rank since 1937. As already stated, the bulk of the advances was given under 
section 17(4)(a)  which authorises the Reserve Bank to  make advances against 
trustee securities. O u t  of the total loans of Rs. 19.10 crores granted during the year 
under review, those under section 17(4 ) (a )  amounted to  Rs. 15.71 crores. An 
advance of Rs. 6.54 lakhs was for the first t ime since 1937 made under section 1 7  
(4) (6) which authorises the Reserve Bank to  grant advances against the  security 
of gold or  silver o r  documents of title to  the same. I t  may be added that  the accom- 
modation was granted t o  a scheduled bank in  West Bengal against the pledge of 
gold bars and sovereigns to enable t o  it  tide over its difficulties. Advances aggregat- 
ing Rs. 94.5  lakhs were made to State co-operative banks under section 17(4 ) (c ) .  

3. Bne(qertc_y ildvances : As against emergency advances (under section 18) 
amounting to Rs. 76.07 lakhs and RY. 85 lakhs granted by  the Reserve Bank during 
the years 1948 a n d  1949, advances totalling Rs. 2 4 - 2 1  lakhs were made to one 
scheduled bank in  West Bengal in February and March 1950 to enable it to tide 
over the difficulties created by the panic following the failure of the Nath Bank Ltd., 
in February 1950. 

4. Analysis of advances : T h e  following table sets ou t  the purposes for which 
loans were granted, their number and  the total amount advanced :- 

Purpose of the loans Xo. of loans Amount (in 
crores of rupees) 

(i) For gen-ral banking purposes such as  a n  advcrse clearing 
or branches' demand for funtls ctc. . . . . . . 5 s  11 .23  

(ii) For financing agriculture, marketing of cropr, etc. . . 192 4.59 

(iii) T o  meet heavy withdrawals of deposits . . . . . . 2 S 3.28 
- - 

11 will he observed from the ahove table that  58 per cent of the total amount 
of Iozins rcpre5rntvtl trmporrrry accomrnorlation rcrluired by t~nnkq for general hank- 
it~g p~~rposcs .  



The table below classifies advances granted during 1949 and 1950 according 
to the rates of interest charged :- 

Rate of Interest No. of loans Amount of loans 
(in crores of rupees) 

1949* 1950 1949* 1950 

(i) 13 per cent . . . . . .  .. . . 51 192 1.82 4-59 

(ii) 2 per cent . . . . . . . .  . . 17 25 1-05 3-28 

(iii) 3 per cent . . . . . . . .  . . 333 255 39.68 11.23 

* Revised. 

A s  stated in the previous report, the advances made by the Reserve Bank are 
generally charged a t  the Bank Rate. Advances at concessional rates of interest 
are, however, made to scheduled banks for  meeting heavy withdrawals of deposits 
and to State co-operative banks for financing seasonal agricultural operations or the 
marketing of crops. It  will be observed from the preceding table that advances a t  
the, concessional rate of 12j per cent t o  State co-operative banks were substantially 
higher during 1950. Similarly, scheduled banks were allowed total advances of 
Rs. 3-28 crores a t  the concessional rate of 2 per cent during the year. I t  may be 
added that the scheduled banks to which these advances were made were all from the 
Calcutta area and the advances were granted during the crisis arising from the 
failure of the Nath Bank Lid. in  February 1950 when several banking companies 
were subjected to heavy withdrawals of deposits. The concessional rate of interest 
was withdrawn after the 30th June 1950. 

5. Conclusion: I t  will be observed from the foregoing paragraphs that the 
Reserve Bank continued to render financial assistance to scheduled banks and State 
co-operative banks against eligible securities for their temporary requirements ; 
emergency advances were also allowed as and when considered necessary. I n  
addition, the Reserve Bank continued to  purchase, a t  its discretion, Government 
securities from banks to replenish their cash balances. This made a material con- 
tribution towards stabilising conditions i n  the money market and replenishing t o  the 
extent necessary the cash resources of the banking system, 



CHAPTER VI 

Section 36 (2) of the Act provides that the Reserve Bank shall include in the 
annuaI report its suggestions for the strengthening of banking business throughout 
the country. The Banking Companies ~ct.'itself has been framed with the object 
of the development of joint stock banking on sound lines and its operation 
during the years 1949 and 1950 has had the effect of strengthening the banking 
system during the short period the Act has been in force. This has been achieved 
as a result of the salutary provisions of the Act itself and the removal of various 
defects in the working of individual banks noticed during the course of inspections 
or scrutiny of returns. The amalgamations of certain banking companies to which 
a reference has been made in Chapter I11 and the weeding out of banks which have 
been following unsound banking practices have also contributed in this direction. 
With the coming into force of some of the more important provisions of the Act, 
such as those relating to the maintenance of a minimum percentage of liabilities in 
liquid assets, minimum capital requirements, licensing etc. in 1951 and 1952, the 
standard of Indian banking may be expected to show a further improvement. The 
strengthening of banking business must necessarily take time, and during the first 
two years of the administration of the Act the Reserve Bank has availed itself of 
every opportunity to make suggestions for the improvement of banking business in 
the country.. These may be broadly divided into three categories :- 

(1) Legislative proposals to the Central Government to correct defects 
in the banking system, to  rectify lacunae in procedural matters or to 
meet the requirements of changing economic conditions. 

(2) Specific suggestions to individual banking companies to remove the 
defects in their working and to improve their methods of business. 

(3) General suggestions to banking companies b y  means of circular letters 
on matters of common interest. 

2. Legislativt Measurrs : Among the legislative measures enacted for the 
improvement of banking conditions in India, the amendments to the Banking 
Companies Act were the m o ~ i i m ~ o r t a n t .  These have already been dealt with in 
detail in Chapter 11. The amendments designed to facilitate amalgamations and 
to speed up the disposafof winding up proceedings, however, need special mention. 
The desirability of bank amalgamations at the present stage of the development of 
Indian banking is obvious and requires no emphasis. Many of the banking compan- 
ies are uneconomic units and with the increase in costs and overhead charges may 
experience difficulty in paying their way. Amalgamation in such cases will be likely 
to provide a solution to their difficulties provided the individual banks are in a 
position to meet the claims of their depositors. The revised procedure is intended 
to encourage bank amalgamations by obviating recourse to Courts of Law, by mini- 
mising the  legal formalities and by eliminating the possibility of a few dissenting 



&ireholders holding up the scheme. The provisions of Part 111 of the Act, which 
relate to the suspension of business 'and winding up of banking companies, were also 
found to be inadequate in actual practice i n  the light of the experience of the Courts 
in the winding up proceedings of certain banking companies in West Bengal. This 
was mainly due to the fact that there was no provision:ffor the quick disposal of 
cases relating to claims by or against a banking company in liquidation. Further, 
there were no effective penalties in cases of non-performance by the officers etc. 
of statutory obligations. These defects have been removed by the amending 
legislation. For reasons stated in  paragraph 2 of Chapter 111, the Government 
of India were also requested to extend the Indian Companies Act to areas to which i t  
did not apply. The intention was to bring joint stock banks in those areas within 
the purview of the Banking Companies Act. The amendment to section 17(2)(b) 
of the Reserve Bank of India Act, which has been dealt with in paragraph 1 of 
Chapter V, is also expected to  improve credit conditions in  the country by enabling 
the Reserve Bank to  grant financial accommodation to State co-operative banks on a 
larger scale. 

3. Sugge~tions to banks : Suggestions made to individual banks related to various 
matters such as management, business methods, investment and lending policy, 
etc. Some suggestions have also been included in the earlier chapters of this report. 
The more important of these suggestions are recapitulated below for senera1 informa- 
tion :- 

(i) Management : I t  is essential that directors take adequate interest in the affairs 
of the banks and exercise effective supervision over the chief executive officers in 
order to ensure that the investments and  advances which they make conform to  the 
requisite criterion of liquidity and are in keeping with the interests of the depositors. 
It is also necessary for the head office to exercise effective control and  supervision 
over the branches. For this purpose, the importance of employing staff with the 
requisite training and experience cannot be overemphasised. I n  banking, as  i n  
other spheres of economic activity, the degree of success attained by  a n  institution 
will depend on the experience, skill and judgment of the persons entrusted with its 
management. 

(ii) Paq'mnt of dividends : Banks should make sufficient provision for bad and 
doubtful debts or other unrealisable assets, depreciation on investments etc., before 
declaring dividends. Profits resulting from the revaluation of assets or sale of 
securities should also, as far as  possible, be taken to reserves and not utilised for 
paying dividends. T h e  number of banking companies, particularly non-scheduled 
banks, whose reserves are low in relation to their paid-up capital is still large, and 
the need for strengthening reserves therefore needs no  emphasis. The  operation 
of section 17 of the Banking Companies Act, which provides for the transfer of 20 
per cent of the net  profits to the reserve fund till the reserve fund equals the paid-up 
capital, will no doubt contribute to a n  improvement, but a larger allocation than 
the minimum provided for i n  the Act would considerably improve the position of 
several banks. The  provision contained in  section 1 7  should not be taken t o  imply 
that banks whose reserves equal o r  exceed the paid-up capital should utilise all the 
profits for the payment of dividend. The building u p  of reserves is a sine qua non 
for the stability of the banking system as it increases the capacity of the banks to 
withstand any possible losses and enhances the margin of security available to deposi- 
tors. 



(iii) Advances : Loans and advances constitute the most remunerative asset 
of banks, and in order to earn as large a n  income as possible, some banks employ 
the greater part of their resources which are not infrequently augmented by borrow- 
ings, in loans without regard to liquidity. The operation of section 24, which 
provides for the maintenance of 20 per cent of demand and time liabilities in  the 
form of liquid assets, would no doubt act as a corrective, at least in the more extreme 
cases where the proportion of loans and advances to deposits exceeds even 100 per 
cent. As an overextended loan portfolio is one of the most frequent causes of bank 
failures, banks should try to lend only a reasonable portion of their deposits according 
to the accepted canons of sound banking, having due regard to the general economic 
conditions, the distribution of their deposits, etc. Banks should also make careful 
enquiries as to the purpose for which a n  advance is required and, where the facility 
is required for trade or seasonal purposes, see that periodical repayments are made. 
It is also essential to limit the proportion of unsecured loans or of loans against 
illiquid security such as immovable property. There should also be a diversification 
of the risks both with reference to the number of borrowers and the nature of security 
as far as possible. 

(iv) Investments : While studying the trends of bank investments it was observed 
that in view of the disproportionately large amount of loans and advances of non- 
scheduled banks, the ratio of their investments in Government securities to total 
deposits was not adequate. I t  was observed that as many as 123 banking companies 
had either no investments in Government securities or their investments were 
below 1 per cent of their deposits. The need for a fair proportion of investments in 
Government securities which really form the second line of defence requires no 
emphasis. 

(v) Branch-banking : I t  may be recalled in this connection that the Rural 
Banking Enquiry Committee recommended that, under existing conditions, it would 
be advisable to concentrate on the consolidation of the progress already achieved, 
and to plan further expansion on sound and cautious lines, rather than undertake 
any costly and hasty schemes of expansion of thebankingsystemon the basis of over- 
optimistic expectations. Indiscriminate branch expansion, which was a phase of 
the growth of banking during the war period, is undesirable as unremunerative 
branches will impose a n  excessive strain on the banking system. The Committee 
further recommended that the Imperial Bank and other commercial banks should 
be allowed and encouraged to expand up to taluka (or tehsil) towns, mandis or market 
towns, or other towns of some commercial or industrial importance. I n  order that 
banks may be able to open offices in places which do not have adequate banking 
facilities, i t  is necessary that they should carefully examine the working of their 
offices a t  places which are over-banked and close unremunerative offices as soon 
as possible so as to ensure a regionally balanced development. T h e  tendency on 
the part of all banks to open offices in  the larger towns, i n  preference to rural areas, 
should.. be discouraged. 

4. Conclusion : The progress made by Indian banks during 1950 in the matter 
of deposits, advances, etc. was on the whole satisfactory. Its continuance depends 
partly on world conditions and partly on the banks themselves following a cautious 
policy and trying to establish sound traditions of banking in India. 



APPENDIX I 



INTRODUCTORY NOTE T O  THE STATEMENTS 

The statements and graphs are based on the various returns periodically received 
by the Reserve Bank in terms of the Reserve Bank of India Act and the Banking 
Companies Act, as well as those specially called for by the Reserve Bank and other 
available information. Figures from 1939 have also been given wherever possible. 
The figures from year to year are not strictly comparable owing to various factors 
such as the separation of Burma, the partition of India, changes in the nature, scope 
and coverage of the returns, preparation of statements from different sources etc. 
Even the figures compiled from the different returns under the Banking Companies 
Act are not strictly comparable as the extent of the area covered b y  the Act has 
increased from time to time and the number of banking companies submitting 
returns has varied from month to month. As mentioned in the Report, the Banking 
Companies Act was extended to the whole of India except the State of Jammu and 
Kashmir from 18 March 195C. The number of banking companies submitting 
returns increased as a result of the extension of the Indian Companies Act to the 
merged States on 1 January 1950 and to Part C States on 16 April 1950. The 
number of banking companies submitting returns also varied owing to changes in 
the classification of companies into banking and non-banking, suspension of business 
by some banks and the intermittent submission of returns by others. The limitations 
of the data presented in each statement have as far as possible been explained b y  
means of appropriate foot-notes to  the statements. 
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STATEMENT 4 

PRINCIPAL RATIOS OF REPORTING BANKING COMPANIES 

(As on the last Friday of 1949 and 1950) 
- 

Percentage 

Ratio of Class of banking. 30th 29th 
companies December December 

1949 1950 

... Reserva topaid-up CapftalY . . Scheduled . . 73 74 
Non-scheduled . . 33 33 

Total . . 67 6 8  

... Dtrnad  Dkposks tcr Total Deposits . . ScMuled 
Non-scheduled 

Total 

Time Deposits to Total Deposits . . . . Scheduled 
Non-scheduled 

Total 

Total hidrup Capital and Reserves to Total Deposits* Scheduled 
Non-scheduled 

Total 

Bbrroariqsfrom ot&er banks to Total Ikposits . . Scheduled 
Non-scheduled 

Total 

Ckh in, hand, balances with the Reser've Bank an$ Scheduled 
wit& the Agent of the Reserve Bank to Total Non-scheduled 
Degososits: . . . . . . . . . . Total 

Bdaneg with other banks and money at call and Scheduled 
short ndice bo Total Deposits . . . . . . Non-scheduled 

Total 

Tivestments in Government securit,ies (including Scheduled 
tzasury bills) to Total Deposits . . . . Non-scheduled 

Total 

TotaKImestments to Total Deposits . . . . Scheduled 
Non-scheduled 

Total. 

t o a m  and Advances (including cash credits, over- Scheduled . . 46 %*49 
dkafts, bills purchased and discounted) to Totab Non-scheduled . . 75 7'6 
Deposits . . . . . . . . Tota t .. - 47 50 

Gapitalised Expenses to Total Paid-up Capital and' Scheduled .. f 1 
Reserves* . . . . . . . . Non-scheduled . . 7 8 

Totaf .. 2 2 

* In calculating the respective ratios, the figures of banking cornpanie~ incorporated: outside 
India have bcen exclucletl as they are not required to show the particulars sf their paid-up capital. in 
their monttily returns tlndcr thc Banking Companies Act, 1040. 
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GRAPH 2 

bEPOSITS, ADVANCES. CASH AND INVESTMENTS IN GOVERNMENT 

SECURITIES OF BANKING COMPANIES IN INDIA 
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(Aa on t h ~  29th December 1-950) 

Popula- Deposits Per Advances Per 
*St$& 'Population* Offices :tion per (in lakhs Capita (in lakhs Capita 

office of.rupees) Deposits ofrupees) ,Advances 

4 
Rs. Rs. 

. . . - --- 

If~m'aachal Pradesh . . 9,89,437 4 2,47;359 23 . 2.3 :2, 0.2 ' 

Hj&elisi.bail . . -1,86,52,964 79  .2,36)113 24;02 12.9 i' 5.7 

I&dhya Bharat . . 79,41,642 55 1,44,393 .14,35 18.1 6,171 7.8 

Mtidhv Pradesh . . 2,13,27,898 146 1,46,081 *14,19 6.7 -8,35 3 3  

tP5tiala-and East Punjab 
:$thtes Union . . 34,68,631 17 2,04,037 '1,8B 5.4 37 i 10.7 

hihjhb 

R g j ~ h a n  

'$$ur~shtra 

TmJancore-Cochin 

uttar Prndesh 

vindhya Pradesh 

%%st Behgal 

Bfh6rs 

'TO?& 

'* 1961-c&s~s:ftgl~te~ & reported in the Press. 

No/e,: Figutes were obtafned!trtptn*ihe 'Inirks and are in respect o f  91 scheduled banks. 



RATIO OF PAID-UP CAPITXI; AND RESERVES TO DEPOSTPS OF 

COMMERCIAL ~ A N X S  IN INDIA, THE UNITED KINGDOM 
AND THE UNITED STATES OF AMERICA 

I I N D I A  I UNITED UNITED 
~IND~AN .POINT STOCK BANKS) KINGDOM  STATES OF 

banks) 
(Ratio. (Ratio (Ratio (Ratio (Ratio 1 l e i  cent) t I *er a n t )  1 i w  .nil 1 jer ~ n r l  

End of the 
year 

Note : (I) INDIA-For the years 1939-1948, the ratios have been earcttbtecD CXI the basis of the 
figures available in the Statistical Tables relating t o  Banks i n  India. For the years 1949 
and 1950, the ratios have been calculated on the basis of the figures received from banking 
companies under the Banking Companies Act, 1949. Ratios in brackets FW 1948 are in 
respect of the Indian Union only. 

(2) UNITED KINGDOM-Ratios have been calculated on the pasis of the figuresavail. 
able in the  Bankers', Insurance &fanagen' and Agents' hlagazlne. 

- - - -  
Scheduled 

banks 

Exchange companies 

(a) U NITED STATES OF AME~lcA-Ratios have been calcuhtd. O& the of thc 
figure3 available in the Fcderd Reserve Bulletin. 

(Eleven 
Clea~ingr 
Banks) 

AMERICA 
(A11 C o m e r -  
cia1 Banks) 



(As on the 29th December 1950) 
! ~ I I 

- . .  - -  
Number of 

Number of banking Number of 
banking companies banking 

Number of companies . . having. companies Total . , Circle* Class of banking banking having reserves equal having number of 
i -  . ' ccmpanies companies reservrs less to or more reserves eqnal banking 

having than 50% of- than 50% to or more companies 
no reserves the paid-up but less than than the 

capital the paid-up paid-up 
capital capital 

BOMBAX . . Scheduled .. . . 14 4 5 23  

i , , Nonscheduled 6 36 3 . 4  49 

I 1  1 - 
a .  

CALCUTTA .. Scheduled .. . . 13 1 3 17 

DELHI : . . Scheduled . . , 1  5 . . . 5  i 11 

MADRAS . . Scheduled . . . . 11 4 4 10 

-TOTAL- -- , . . Scheduled . . I . .  45 9 19 74 
. .  , .  Non-scheduled 28 203 49 55 335 

GRAND TOTAL 29 248 58 74 409 

* Indicates the office of  the Reserve Bank to which the banking cornpanics submit their returns 
under the IJanking Companies Act, 1049. 

N& The  staterneat exclr~tles banhing cornpanics inccrrporated outside Intlia as they arc not requir- 
rd  to sflow particu1nr.s of thc:ir paid-up capital i n  t i~cir  r~lonthly rcturru urlder tile 
Uanking Cornpar~iw Act, l lJ \ tY.  



GRAPH 3 

DEPOSITS, ADVANCES, GASH AND INVESTMENTS IN GOVERNMENT 

SECURITIES OF SCHEDULED BANKS 
1949 - 1950 
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STATEMENT 18 

(Amounts in lakhs of rupees) 

31st December 194'3 31st December I950 
,-------? 

Class of depositors Percentage Percentags 
Amount to total Amount to fotnl 

deposits drfiositr 

- - 
I. 

BUSINESS DEPOSITS : 

(1) Manufacturing concerns . . 4'3,66 5.99 . G0,24 5.91 

(2 )  Trading concerns .. 159,OO 19.25 104,02 ,19.31 

(3) Transport concerns . . 7,88 0.95 0,24 1.09 

(4) Mining . . 4,07 0.49 4,27 0.50 

( 5 )  Plantations . . 6,61 0.80 8,40 0.99 

(6) Financial . . 61,04 7.39 67,82 Y .!I8 

(7) Others . . 7,91 0.96 , 8,60 1.02 

Total Business Deposits . . 298,02* 36.05 31 4,631 37.04 

I 1  

PERSONAL DEPOSITS 

I11 

OTHERS . 

UNCLASSIFIED DEPOSITS 
(Below Rs. 500) .. 11,97 1.45 . 1 1,72 1.38' 

GRAND TOTAL . . 826,44 100.00 849,43 100.00 , 

- - 

* Includes savings deposits amounting to Rs. 1,86 lakhs for which break-down is not available. 

t Includes savings deposits amounting to Rs. 1,95 lakhs for which break-down is not available. 

Note : The figures relate t o  88 scheduled banks and were obtained for the surveys conducted by the 
Department of Research and Statistics of the Reserve Bank of India. 



STATEMENT 19 

- - - - -  
UNITED 

INDIA STATES OF 
AMERICA 

3 1st December -- 31st --- .January 
-1060 1051 - -  
-7 +-7 
Amount Perccnt- Amount Percent- 

Class of tfcporitors (in a,qe to Class of depositors (in age to 
laklls of total billlons of total 
rupecs) dekosits dollars) deposils --- 

I I 
IiUSINESS CONCERNS DOMESTIC BUSINESSES 

(a) ~Von-Jitaancial : (a) jlfonzfinancial : 
( i )  ManuTacturing and ( i )  hfanukcturing and 

mlrilng . . 51,Cil 11 mlnlng . . 19.5 22 
(ii) Tradc . . 1,26,22 26 (ii) Trade . . 13.9 16 

(i i i )  Transport concerns 9,24 2 (iji) Public Utilities . . 4.4 5 
(iu) 0 tllers . . 8,40 2 ( z u )  Others . . 6.4 6 

Total non-financial . . 1,08,37 41 Total non-financial . .  43.2 49 

( 6 )  Financial : ( b )  Finatlcial : 
(i) Banks . . 34,48 7 

( i i )  Insurance companies 8,88 2 ( i )  Insurance companies 2.8 3 
(iii) 0 thers .. 12,76 3 (ii) Others . . 6.6 G 

Total financial .. GG,ll I2 Total financial . . 8.4 10 

Total Buslness Concerns Total Domestic Businesses 
( a t  b) . , 2,54,48 53 (a-tb) . . 51.6 59 

I 1  I1 
PERSONAL DEPOSITS . . 1,33,36 27 INDIVIDUA1,S 

(i) Farmers . . 7.0 8 
(ii) Others . . 23.8 27 

Total Individuals . . 30.8 35 

111 I11 
OTHERS .. 87,50 18 OTHERS 

(i) Trust Funds . . 1.6 2 
(ii) Non-profit Associations. . 3.0 3 
(iii) Foreigners, etc. . . 0.6 I 

I V  Total  O the r s  . . 5.3 6 
UNCLASSIFIED DEPOSITS 

(Below Rs. 600) . . 10,33 2 

GRAND TOTAL . . 4,85,66 100 GRAND TOTAL . . 87.7 100 -- 
Nole : (1) India-The figures were obtained for the surveys conducted by the Department of Re- 

search and Statistics of the Reserve Bank of India. 

(2) United States of America-The figures have been obtained from the Federal 
Reserve Bulletin (May 3 951). 

(3) ~ e t a i l s  of percentages may not add up to totals owing to rounding off; similarly the 
totals also may not agree. 
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STATEMENT 22 

ANALYSIS OF INVESTMENTS OF SCHEDULED BANKS 

(As on the 31st December 1949 and 1950) 

(Amounts in crores of rupees) 

31st December 1949 31st December 1950 
Investments in c A 

-7 ---7 
Amount Percentage Percentage Amount Percentage Pertentcgr 

to group to total to group tptotnl 
total invest- total wes t -  

ments menfs 

. ~ - -  

A. Gov~RNMENT.  SECURITIES : . . 

Central Government . . 328- 05 91.81 81 -51 332- 73 90.91 79.94 

State Governments . . 29.23 8.18 7.26 33.09 9.04 7.95 

Others, mainly postal . . 0.04 . . . . 0.18 0.05 0 -04 

TOTAL OF A . . 357.32 100.00 88.77 366.00 100.00 87.93 

R. OTHER INVESTMENTS I N  INDIA : 

Other trustee securities . . 5 .10  20.56 1.27 7.10 24-96 1.71 

~ i x e d  deposits . . . . 0.45 1.81 0.11 0-  42 1.48 0.10 

Shares and debentures of 
joint stock companies . . 13.28 53.55 3.30 14-37 50.51 3.45 

Real estate . . . . 4 .78  19.27 1-19 5-75, 20.21 1 +38 

Bullion . . . . .. 0 .59  2.38 0.15 0 .02  0.07 . . 
Others . . . . . . 0 .60  2.42 0.15 0.79 . 2.78 0.19 

TOTAL OF B .. 24.80 100.00 6-17 26-45 100.00 6.84 

C. FOREIGN INVESTMENTS : 

In  Pakistan . . . . 6.96 34.08 1-73 8 - 9 0  40.88 2 .I4 

In the U+ted Kingdom.. 6.65 32.62 1.65 5.33 24.48 1.28 

In other countries . . 6 .80  33.30 1.69 7-54 34.63 . 1-81 

TOTAL OF C .. 20.42 100.00 5-07 21.77 100-00 . 5-23 

1 TOTAL (A+ B+ C) . . 402.54 100.00 416.22 100.00 

Nofc : (1) Details of percentages may not add up to totals because of rounding-off. Similarly, 
the totals also may not agree. 

(2) The fiqures relate to 92 scheduled tlanka in 1019 and 89 in Iu$)ijO and were obtained for the 
surveys conducted by the Department of Research and Statistics of thc Rcscrve Hank of 
Jtidia. 
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STATEMENT 25 

(As on the 29th December 1950) 
-- -- -.------ 

CIRCLE* 
Percentage of investments I -A- , Total 

to advances Bombay Calcutta Delhi Kanpur Madras ---- .- 
I.-LESS THAN 1 

. . . .  Exchange banks . . 2 4 . . . . . . 6 
Other scheduled banks . . . . 1 2 3 . . . . 6 

Total . . 3 G 3 . . . . I2 
Non-scheduled banks . . . . 9 38 8 5 43 103 

Total of Scheduled and Non- 
scheduled Banks . . . . 12 44 I I 5 43 115 

Exchange banks . . . . . . 2 4 . . . . . . 6 
Other scheduled banks . . . . 5 4 3 2 12 26 

Total .. 7 8 3 2 12 32 
Non-scheduled banks . . . . 28 32 3 10 120 193 

Total of Scheduled and Non- 
scheduled Banks . . . . 35 40 6 I2 132 225 

Exchange banks . . . . . . . . . . . . . . . . . . 
Other scheduled banks . . . . 11 9 3 1 4 28 

Total .. 11 9 3 1 4 - 28 
Non-scheduled banks . . . . 9 . . 2 2 16 28 

Total of Scheduled and Non- 
scheduled Banks . . . . 20 9 5 3 19 56 

1V.-100 AND OVER 

Exchanre banks . . . . . .  2 1 . . . . . . 3 
Other scheduled banks . . . . 8 2 2 1 3 16 

Total . . 10 3 2 1 3 I9 
Non-scheduled banks . . . . 3 2 3 5 2 - I5 

Total o f  Scheduled and N o n -  
scheduled Banks . . . . 13 5 5 6 5 34 

TOTAL OF ALL GROUPS 

Exchange banks . . . . . . 6 9 . . . . . I5  
Other scheduled banks . . . . 28 17 11 4 19 76 

Total .. 3 1 2 6  11 4 19 91 
Non-scheduled banks . . . . 49  73 16 23 180 339 

GRAND T O T A L  80 98 27 26 199 430 
I -- 

*Indicates the office of the Reserve Bank of India to which the banking companies submit their 
returns under the Banking Companies Act, 1049. 

Note: Advances includc loans, cash credits, overdrafts and bills purchased and discounted but cxcludc 
due from banks. 
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STATEMENT 29 

(As on the 31st December 1949 and 1950) 
(Amounts in crores of rupees) 

31st December 1949* 31st December 1950 
I-*- 7-*- 

Particulars Percentage Pe~centage Pemntage Percentage 
Amount ' of (2) to of (2) to Amount Gf (5)  to of (5) 10 

group total .Croup total 
total advances total advances 

ADVANCES TO 
INDUSTRY 

(1) Textiles : 

(a) Cotton (ginning, pres- 
sing, weaving, etc.) 29.13 21.9 6.6 39.33 25.8 8 . 3  

(6) Jute .. 21.13 15.9 4.8 21.72 14.3 4 - 6  

(c) Other textile . . 8-85 6.4 1.9 8.00 5.3 1 - 7  

(2) Iron and steel .. 7.30 5.5 1.7 7.18 4.7 1.5 

(3) Coal, other mining and 
, quarrying .. 3.06 2.3 0.7 3.34 2.2 0.7 

(4) Engineering .. 13-54 10.2 3.1 13.79 9.1 2 -  9 

(5) Sugar .. 7-80 5.6 1 - 7  10.52 0.9 2.2 

(6) Cement .. 0.97 0.7 0.2 0.78 0.5 0.2 

(7)-Public utilities (c.q., trans- 
port and communica- 
tions, gas, electricity, etc.) 6- 56 4 - 2  1.3 5-20 3.4 1.1 

ADVANCES TO 
COMMERCE , 

(9) Wholesale trade : 

( i )  Agricultural com- 
modi ties .. 50.37 22.4 11.5 60.28 24.5 12.7 

(ii) 0 ther goods . . 73 82 32.8 16.8 70.10 32.1 16.6 

(10) Retail trade .. 12.91 6.7 2.9 11.73 4.8 2.6 - -- 
(Contd.) 



STATE M E NT 29-(concld). 

(Amounts i n  crores of rupees) - 
31st December 1949* 31st December 1950 

w---h----7 r -_, 
Particulars Percentage ~ e r c e n t a ~ i  ' Percentage Percentage 

Amount of (2) to of (2) to Amount of (5) to o f  (5) to 
groufi total group total 
total adcances total advances 

(11) Dealers in Government 
securities, stocks, shares, 
etc. . . 19.17 8.5 4.4 18-14 7 .8  4 - 0  

(12) Bullion dealers and shroffs 11 - 74 5.2 2.7 17.66 7.2 3 - 7  

(13) Advances t o  banks and 
other financial institu- 
tions . . 36.57 16.2 8 . 3  34012 13.9 7.2 

(14) Others . . 20.60 ' 9 .1  4 . 7  24.10 9.8 5.1 

ADVANCES TO 
AGRICULTURE 

(16) Food crops (wheat, rice, 
other cereals, dals, etc.) 0.39 4.6 0.1 0.61 4.6 0.1 

(16) Other agricultural produce 
(jute, cotton, tobacco, 
oilseeds, tea, coffee, etc.) 7.55 88.7 1 . 7  9-55 87.1 , 2.0 

(17) Advances for implements, 
live-stock, etc. . . 0-22 2 .6  0.1 0-27 2.5 0.2 

(18) Others . . 0.35 4.1 0.1 0-63 5.8 0.1 

~ O T A L  OF III .. 8-51 100.0 2.0 10.96 100.0 2.3 

IV 

(19) PERSONAL . . 34.69 7.9 39.32 8 . 3  

v 
(20) PROFESSIONAL . . 3.63 0 .8  2-83 0.6 

VI 

(21) ALL OTHERS . . 33a.30 7-6 24.03 5.1 

GRAND TOTAL . . 438.51 100.0 475-63 100.0 

* Reviscd. 
Rofe : (1) Details of percentages may not add up to totals because of rounding off. Similarly, the  

. . 

totals ilso may-not agree. 
(2) Tile figtlrcs rclste lo 88 schrduld banks and wcre obtained for the surveys c o n d ~ ~ c t c d  by 

the Departrncnt of Research and Statistics of the Reserve Bank of India. 
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STATEMENT 32 

(As on the 31st December 1949 and 1950) 

(Amounts in crores of rupees) 

31st December 1949* 3lst December 1950 

Nature of security Percentage Percentcge Percentage Perc~nta~e 
Amount of (2) to o f  (2 )  to Amount of (5 )  to of (5 )  lo 

grout' total group total 
total advances total adruncrs 

(1) (2) (3) (4) (5) (6) (7) 

I 
SECURED ADVANCES 

(1) Secured by Government 
and trustee securities . . 

(2) Secured by bullion includ- 
mg gold and silver orna- 
ments . . . . 

(3) Secured by shares of joint 
stock companies . . 

(4) Secured by  merchandise : 
(i) Pledged to the banking 

company under the 
banking company's 
lock and key : . 
(a) Foodgrains . . 
(b) Other agricultural 

commodities . . 
(c) Non-agricul t u r a 1 

commodities . . 
(ii) Hypothecated to the 

banking company : 
(a) Foodgrains . . 
(b) Other agricultural 

commodities . . 
(c) Non-agicul t u r a 1 

commodities . . 
(6) Secured by real estate : 

(a) Agricultural land . . 
(b) Other properties . . 

(6) Against fixed deposits : 
(a) With the banking 

company 
(b) With other banking 

companies . . 
(7) Other secured advances . . 

TOTAL OF I .. 379.82 100.0 86.6 407.55 100.0 85.7 

I1 
UNSECURED ADVANCES 68-69 13.4 68.07 14 -3  

T O T A L O F I & I I  .. 438.51 100.0 475.63 100.0 

* Revised. 
f i t c  : (1) Details of percentages may not add up  to totals bemuse of rounding off. Similarly, 

the totals also may not agree. 
(2) The figura relate to 88 scheduled banks and tvcre obtained for tfle survqs conducted by 

die m a r t m e n t  of Hescarch and Staristics of 11ic Kcscrvc Uank of India. 
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STATEMENT 35 

. . .  (As at the end of 1949 and 1950) ---- 
Number of Number of 

towns with a towns 
population* with a 

STATE of 50.000 Number of nonulation* Number of 
and over but offices -of 1 ,OO,OOO offices 

less than 1,00,000 ,-A-, and over & 
andserved 1949 1950 andserved 1949 1950 

by banks by banks 

Ajmer . . . . . . . . . . . . .  1 .  10 10 

Bhopal . . . . . . , 1  3 3 . . . . . . 
Bihar . . . . . . 8 57 50 3 52 43 

Bombay . . . . . . 9 76 74 G 255 247 

Delhi . . . . . . 1 28 26 1 70 69 

Hyderabad . . . . . . 2 6 7 1 13 15 

Jammu and Kashmir . . . . 1 11 9 .  1 .  . . 1 1  ' 1 0  

Madhya Bharat . . . . 1 : 6 6 ' 2 .  2 1 10 

~ a d h ~ a  Pradesh . . . . 5 30 27 2 45 44 

Madras . . . . . . 21 193 177 6 . 253 234 

Manipur . . . . . . 1 3 3 . . . . . . 
Mysore . . . . . . . . . . . , 4 62 62 

1 9 8 Orissa . . . . . . . . . . . . 
4 4 . a Patialaand East Punjab States Union 1 .. . . 

Punjab . . . . . a 1 6 7 6 89 8 3  

Rajasthan . . . . . . 2 8 8 3 40 3 7  

Travancore-Cochin . . . . 3 102 101 . . . . . . 
Uttar Pradesh . . .. 11 62 62 12 218 197. 

. . 
Vindhya Pradesh . . . . . . . . . . . . . . . . 
West Bengal . . . . 

TOTAL .. 79 659 620 50(51) 1,512 1,387 - 
* Population according to 1911 census. 

Role: (I) The fgurcs i n  brackets, wherever they occur, indicate the number of towns served by 
banksin 1929 ; i n  other cases, there was n o  change. 

(3) T h c  figures have been compiled from the information avai lqbl~ i n  the Department of 
Dank~ng Operations of the Reserve Bank of India, 



STATE 

(A.r on the 31st 

Population* 5,000 Population* 10,000 
Population* and over but less and over but less 

less than 5,000 than 10,000 than 20,000 --- 
Number of towns Number of towns Number of towns 

STATE Served Not Served Not Served Not 
by ban- served by by ban- served by by  ban- served by .. 

king banking king banking king banking . '- 
corn- corn- ~ o m -  corn- corn- corn- ' 

panies panies Total panies panies Total panies panies Yotal 

GROUP I 

Assam . . 
Bihar . . 
Bombay 
Madhya ~ r a d e s h  
Madras . . 
Orissa . . 
Punjab . . 
Uttar Pradesh . . 
West Bengal . . 

TOTAL .. 
GROUP I1 

Hyderabad . . .. . . .. . . . . . . . . . . . . . . 
Jarnmu and Kashrnir . . 1 29 30 3 . . 3 3 .. 3 
Madhya Bharat . . . . . . . . . . . . . . . . . . . .  
Mysore . . . . . . . . . . . . . . . . . . . . . . 
Patiala and East Punjab 

States Union .. 2 2 4 6 7 13 10 1 11 
Rajasthan . . . . . . . . . . . . . . . . . . . . .. 
Saurashtra . . . . . . 10 10 3 23 26 - r) 13 15 
Travancore-Cochin . . . . . . . . . . . . . . . . . . . . 
Vindhya Pradesh . . . . . . . . . . . . . . . . ., .. 

TOTAL .. 3 41 44 I 2  30 42 I S  14 29 

GROUP III 

Ajmer . . 
Bhopal . . 
Coorg . . 
Cutch . . 
Delhi . . 
Himachal Pradesh 
Manipor . . 
Tripura . . 

TOTAL .. I 8 9 2 I 3 I 1 2  

GRAND TOTAL .. 34 266 300 148 513 661 227 204 431 -- . -.-.-._A_ -._- __C__..____- ---- ------A * f'opt~!atir)n nrrortlinq to 1!)11 rrngrry. 
t !:XCI~~([C~ 17 f r n ~ ~ q  thr f)~/ ltzlr?tir)~~ of whir11 i q  r ~ r t t  knr)\vr~ anti . rv l~ i r l~  nrr not  trrvccl It!. l)arlking 

Noft : I'hc figures havr hccn compilrcl fronr tirr: inforrnntiort availntrlc in  tJrc I)rl,artnirnt of Banking 
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December 1950) 
Population* 20,000 Population* 50,000 Popu- 

and over but less and over but less Population* lation* 
than 50,000 than l,OPJOOO 1,00,000 and over not known 

--A - -  
Number of Qowns Number of towns Number of towns Number Total number of towns 

of towns -- 
served by Not Served by Not Served by Not served by Served Not 
banking served by banking served by banking served by banking by ban. served by 

c o y  banking corn- banking corn- banking corn- king banking 
panles corn- panies corn- panies corn- panies corn- com- 

panies Total panies Total panies Total panies panies Total - 
1 1  12 13 14 . I 5  16 17 18 19 20 21 22 23 

cornpnnia. 
Olxratiotu of the Racrvc Uatlt of India. 
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STATEMENT 38 

STATE 
Number of places Number of places 

in respect of i n  respect of 
which permission which pcrmisnion 

was granted was refused 

Assam 

Bhopal 

Bihar 

Bombay . . . . . . . . . . 9 

Delhi . . . . . . . . . . 1 

Himachal Pradesh . . . . . . .. 
Hyderabad :. . . . . . . . . 
Madhya Bharat . . . . . . . . 
Madhya Pradesh . . . . . . . . 
Madras . . . . .. 
Mysore . . . . . . 
Orissa . . . . . . 
Patiala and East Punjab States Union 

Punjab . . . . . . 
Rajasthan . . . . . . 
Saurashtra . . . . . . 
Uttar Pradesh . . . . 
Vindhya Pradesh . . . . 
\tTe5t Bengal . . . . . . 

TOTAL .. . . 

Nole : Fiq~lrcr in bracket3 indicate the nurnt,cr of pIaccs which were not served ?,y any bank 
a t  all. 
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STATEMENT 40 

(During 1949 and 1950) 

(Amounts in thousands of rupees) 

Month 

1949' 1950 
L r 7 7- 

Number of Amount Number of Amount 
loans loans 

February . . . . . . 32 2,29,50 44 4,44,63 

March . . . . . . 46 3,49,36 27 2,2l,66 

April . . . . . . 46 2,9440 105 1,92,25 

August . . . . . . 23 37,30 44 Ow6 

September .. .. . . 33 1,72,05 27 4400 

October . . . . . . 22 1,92,95 19 6425 

November . . . . . . 30 46,80 33 1,48,20 

TOTAL .. 401 42,54,55 478 19,09,79 

- 
* Revised. 



STATE 

(From 1937 

Section Section Total advances under 
Ycnr 17 (2) (a) 17 (2) (b) Section 17(2) Section 17(4) (a) 

ending NO. of +T y A - - - - - - 7  --'-A, 
tllc 31st loans Sche. State Schc- State Total Scheduled State Co- Total 

Dccem bcr dulcd Co-ope- duled Co-ope- banks operative 
banks rittivc banks rative banks 

banks banks 
1 2 3 4 6 0 7 8 0 10 

1950 . . 478 

GRAND 
T O T A L  1,451 

* Revised. 

,Wok : The references are to the sections 



MENT 41 

to 1950) 
(Amounts in thousands of rupees) 

Section ' Section Section 
17(4)(0) Section 17(4)(c) 17(8) 18(1)(3) Grand Total 
+7 r\ +T 7- 7- 

Sche- Sche- State CO- Total Scheduled Scheduled Scheduled State Co- Total 
duled duled operative banks banks banks opera tivc 
banks banks banks bankc 

, 2 

of the Reserve Bank of India Act, 1934. 



STATE 

SCHEDULED 
- .  

Imperial Bank Major Indian Other Indian 
of India Scheduled Banks* Scheduled Banks 
w & c----A- -7 

Number of Bank., 1 1 7 8 68 6 5  

1049 1950 1949 1950 1040 1950 

-- 
A.-LIABILITIES 

(1) Capital : 
( i )  Authorised . . 

(ii) Issued . . 
(iii) Subscribed . . 
(iv) Called-up . . 
(o) Calls in arrears . . 
(vi) Paid-up capital 

(iv-v) . . 
(vii) Calls received in 

advance . . 
(viii) Forfeited shares . . 

(2) Reserve Fund : 
( i )  Under Section 17 of 

the Banking Com- 
panies Act, 1949 . . 

(ii) General Reserve Fund 
(iii) Dividend Equalisa- 

tion Fund . . 
(io) Reserve for Bad and 

Doubtful Debts . . 
(v) Other Reserves . . 

Total of Item (2) . . 
(3) Deposits & other Accounts : 

( i )  Fixed . . 40,27 
{ii Savings . . 30,98 

(iii] Current and Contin- 
gency Accounts . . 179,48 

Total of ltem (3) . . 250,73 
(4) Borrowings from other 

Banks, Agents, etc.: 
( i )  In  India . . . . 
(is') Outside India -. . . 

(a) Secured . . . . 
(b) Umecured . . 

i h  Payable . . 3,46 
6) Bills for collection being P' 

bills receivable per 
contra : 

( i )  Payable in India . . 18 
(ii) Pdyable outside 

India . . 1 P 
7) Other Liabilities , . 1,73 
8) A c c e ~  tances, Endorse- 

ments and other Obli- 
gations per contra . . 1 

(9) Profit carried to next 
year's Account . . 65 

TOTAL LIABILITIES O R  
ASSETS . . 268,64 - ---.. 

4,40 6,09 
4 1 1,25 

4,s 1 7,34 
1 N.A. 

5,74 G,95 



" 
(Amounts in lakhs of Rupees) 

BANKS 

NON-SCHEDULED ALL BANKS 
Foreign Banks Total BANKS 

r r A - - - - -  - r-----h--7 
16 14 92 8 8  446 361 638 449 

1949 1950 1949 1950 1949 1950 1949 1960 

232.38 234,60 1 ,I 36.72 1 ,I 58.76 78,35 70,04 1,215,07 I ,228,80 - 
(Contd). 



STATE 

SCHEDULED 

Imperial Bank Major Indian Other Indian 
of India Scheduled Scheduled 

Banks* Banks - -  
Number of Banks 1 1 7 8 68 65 

1949 1950 1949 1950 1949 1950 

(10) Cash : 
(i) In  hand and with 

Reserve Bank . . 
(ii) Balances with other 

banks in current 
account : 
(a) In  India . . 
(b) Outside India. . 

(iii) Balances \v i th  other 
banks in Savings 
and Fixed deposit 
accounts : 
(a) In India . . 
(b) Outside India. . 

(11) Monev a t  call and short 
notice . . . . 

(12) Investments : 
(i) Securities of Zentral 

and State Govern- 
ments and Trustee 
Securities . . 

(ii) Shares .. . . 
(iii) Debentures or. Bonds 
(iv) Otl~er Investments. . 
(v) Gold . . . . 

(13) Bills discounted and 
purchased : 
(a) Payable in India . . 
(b) Payable outside India 

(14) Loans, Advances, Cash 
Credits and Overdrafts : 
(a) I n  India . . 
(b) Outside India . . 

Particulars of Items (13) 
and (14) : 

(a) Debts considered 
good -fully secured 



OF J O I ~  STOCK BANKS, 1949 AND 1950 
(Amounts in lakhs of Rupees) 

BANKS 

Foreign I)anks Total NONSCHEDULED ALL BANKS 
BANKS 

'192 C A 
7 7- 

16 14 88 446 36 1 . 538 448 

1949 1960 1949 1950 1949 1950 1949 1950 

113,OO 06,77 392,78 397,47 27,40 f4,30 420,18 421,77 

- 
(Contd.) 



STATE 

SCHEDULED .- 
Imperial Bank Major Indian Other Indian 

of India Scheduled Banks* Scheduled Banks 
k 

Number of Banks ro r  8 68 
\ 

65 

1949 1950 1949 1960 1949 1950 

(1) (2) (3) (4) (5) (6) (7) - 
(b) Debts consjdercd 

good but having no 
otner security than 
the debtors' personal 
security . . . . 83 1,67 5,37 7,OG 0,51 8,20 

(c) Debts considered 
good, secured by 
the personal liabili- 
ties of one or  more 
parties in addition' 
to the personal secu- 
rity of the debtors. . 6,92 5,91 13,80 13,81 8,55 8,41 

(d) Debts considered 
doubtful or bad, 
not provided for . . . . . . 6 . . 4,04 3,67 

(e) Debts due by direc- 
tors or officers of 
thee bank . . 4 6 4 3  43 1,37 75 

(f) Debts due by com- 
panies or firms in 
which the directors 
of the bank are 
interested . . 17,95 21,66 9,27 11,81 5,30 6,91 

(g) Maxlmum total 
m o u n t  of loans, 
including temporary 
advances made at 
any time during the 
year to directors or 
officers of the com- 
pany . . . . 11 16 66 50 1,31 1,18 

(h) Maximum total 
amount of loans, 
including temporary 
advances granted 
during the year to 
the companies or 
firms in which the 
directors of the bank 
are interested . . 29,21 32,32 13,40 14,87 8,55 1474 

(i) Due from banks . . 17,21 16,Ol 1,86 1 3 9  1,88 1,74 
(15) Premises less depreciation 1,34 1,34 2,OO 2,F6 2,51 2,21 
(16) Non-banking assets ac- 

quired in satisfac- 
tion of claims . . . . . . 25 22 3 2  46 

(17) Furniture and fixtures less 
depreciation . . 24 26 86 96 1,40 1,13 

(18) Other Assets . . .. 1,21 1,28 4,4 1 4,iO 4,44 3,94 
(19) Loss . . . . . .  . . . . . . . . 6 2  08 

*Banks tvith total dcposits of Rs. 25 crores and above. N.A.-Not a\rnilat,le. 



42- (concld. ) 

(Amounts in lakhs of Rupees) 

BANKS - 
NON-SCHEDULED ALL BANKS 

Foreign Banks Total BANKS 
- 7  -+ ------, 

16 14 92 88 446 361 538 449 

1949 1950 1949 1950 1949 1950 1949 1950 

Source : Statistical Tables relating to Banks in India, 1950. 



STATE 

- 
SCHEDULED 

Imperial Bank Major Indian Other Indian 
of India Scheduled Scheduled 

Banks* I Banks 
,-&-) -7 . r-h----7 

Number of Banks 1 1 7 8 68 66 

1949 1950 1949 1950 1949 1950 

(1) Interest and discount . . 
(2) Commission, exchange and 

brokerage . . . . 
(3) Rent . . . . 
(4) Transfer from contingency 

accounts . . . . 
(6) Profit made on sale of 

investments, gold and 
silver, land, premises 
and other assets . . 

(6) Profit made on revaluation 
of investments, gold and 
silver, land, premises 
and other assets . . 

(7) Income from non-banking 
assets and profit from 
sale or dealing with 
such assets . . . . 

(8) Other receipts . . 
(9) Loss . . . . . . 

Total Income o r  Expen- 
diture . . . . 

(10) Interest paid on deposits. . 
(1 1) Salaries and allowances . . 
(12) Provident fund . . 
(13) Directors' fees and allow- 

ances . . . . 
(141 Local Committee mem- 

bers' fees and al!owances 
(16) Rent, taxes, insurance, 

lighting, etc. . . 
(16) Law charges . . . . 
(17) Postage, telegrams and 

stamps . . . . 
(18) At~ditors' fees . . . . 
(19) Depreciation on hank's 

property . . , . 



MENT 43 

(Amounts in lakhs of Rupees) 

BANKS 

Foreign Banks Total NON-SCHEDULED ALL BANKS 
BANI(S 

7 - - 7  r 
92 88 446 A 3617 638 449 

r- 

1949 1960 1949 1950 1949 1950 1949 1950 

r) 
@ 4 33  54 3 3 36 67 

I 

(Contd) . 



STATE 

INCOME, EXPENDITURE A N D  DISTRIBUTION OF PROFITS OF THE 

SCHEDULED 

Imperial Bank Major Indian Other Indian 
of India Scheduled Scheduled 

Banks* Banks 
7-7 7 - 7  

Number of Banks 1 1 7 8 G-'--- 65 

1949 1950 1949 1950 1949 1950 

(20) Repairs to bank's pro- 
... perty . . 4 4 7 10 1 1 

(21) Stationery, printing, ad- 
vertisements, etc. .. 15 14 31 32 32 27  

(22) Loss from sale of or dealing 
with non-banking assets . . . . . . . . 1 2 

(23) Loss from sale of invest- 
ments . . . . . . . . 3 7 16 9 

(24) Bad debts . . . . . . . . . . . . 8 1 
(25) Other expenditure . . 15 16 22 35 44 5 3 . . 

(26) Balance of Profit . . 1,23 1,25 2,s 1 2,89 1,81 1,61 

C.-.4LLOCATIONS F R O M  
PROFITS 

(27) Provision for taxation . . 
(28) Carried to  reserves under 

Section 17 of the Banking 
Companies Act, 1949 . . 

(29) General reserve fund . . 
(30) Dividend and bonus to  

shareholders . . 
(31) Remittances t o  Head 

Office . . . . 
(32) Bonus to staff . . 
(33) Dividend equalisation 

fund . . . . 
(34) Reserve for bad and 

doubtful debts , . 
(35) Investment fluctuation 

fund . . . . 
(36) Building fund . . 
(37) Charity fund . . . . 
(38) Any otlier reserve . . 
(39) Loss o r  expenditure 

written off . . . . 
(40) Balance carried to next 

year's account . . 
T O T A L O F C  .. 1,71 1,80 3,30 3 '37 2.08 1,78 --- 

* Hanks with total tlcposits of Rs. 25 crorrq ant1 alrove. 



(Amounts in lakhs of Rupees) 

BANKS 

Foreign Banks Total NONSCHEDULED ALL BANKS 
BANKS 

r--- - 7- r-----h---? 
16 14 92 8 8  446 361 538 449 

1949 1960 1949 1950 1949 1950 1949 1950 

1,39 1,50 8.48 8,45 70 67 9,lR 9.12 

Source : Statistical Tables relating to Banks in India, 1950. 



STATEMENT 44 

(In lakhs of Rupem) 

1946 1947 1948 1940 1950 

Number of Banks . . . . 62 69 7 1 73 71 

EARNINGS 

I.-Interest, dividend, commission and 
exchange earned on : 

(a) Bilh purchased and discounted, 
loans and advances . . 12,35.2 

(b) Investments : 

(i)  Government S e c u r i t i e s  
(Central and States) . . 10,25.4 

(ii) Others . . . . 41.7 

(c) Deposits with banks . . 4.0 

11.-~ecoveiies on assets previously 
written down and gains from 
other revaluation or sale of assets 1,15.7 

111.-Other sources (commission on bills 
for collection, T.TJs and D.D's. 
sold, etc.) . . . . . . 3,04.4 

TOTAL . . 27.26.4 

EXPENSES 

1V.-Interest, commission and brokerage 
paid on : 

(a) Deposits . . . . 7,15.5 

(b) Borrowings . . . . , 65.1 

(c) Other accounts . . . . 7.7 

V.- (a) Establishment expenses . . 6,983 . . 

(b) Other working expenses . . 2,64.6 

VI.-Taxes and dues of the nature of 
operating expenses (Municipal 
charges on land and buildings, 
District Local Board rates paid, 
etc., but excluding taxes on 
profits) . . . . . . 24.7 

VI1.-Depreciation written off and loss 
incurred in sale of assets . . 23.9 

VII1.-Balance of net profit or loss (-) 
(Earnings minus Items I V  to VII) 9,36.1 

TOTAL . . 27,26.4 

(Contd.) 



STATEMENT 44-concld. 

(In lakhs of Rupees) 

DISPOSAL OF NET PROFIT AND 
ACCUMULATED SURPLUS 

1X.-Sources of sums made available : 

( i )  Net profit or loss (-) . . 0,30.1 0,18.5 8,07.3 7,88.0 0,58.4 

(ii) Surplus or deficit (-) brought 
forward from preceding year 1,07.4 1,19.3 1'21.7 02.8 63.7 

(iii) Taken from reserves . . 0.3 6.2 8.5 20.8 21.5 

TOTAL . .  10,43.8 10,44.0 9,373 9.01.6 7,43.6 

A.-Allocation ofsums made available : 

(a) Provision for taxes on profits 3,67.8 2,94.9 2,40.3 2,48.0 1,84.5 

(b) Carried to  reserves . . 1,93.0 77.0 99.2 61.1 63.7 

(c) Dividend, bonuses, etc., to  
sharehoIden .. 2,16.7 2,34.3 2,39.1 2,38.4 2,453 

(d) Employees' share (bonus) in 
the profit . . . . 74.6 98.6 88.1 80.4 1,OO.O 

(e) Allocated to other special 
PurPm@ . . .. 77.6 2,20.2 1,76.0 1,89.7 1,lG.O 

(f) Balance carried forward to 
next year's account . . . 1,14.1 1,lg.l 95.8 68.0 62.9 

TOTAL .. 10,43.8 10,44.0 9,37.5 9,01.6 7,43.6 

-. 

Source : Statistical Tables relating to Banks in India, 1950. 



STATEMENT 45 

(In lakhs of Rupees) - 
1949 1950 

Number of Banks . . . . . . . . . . 
EARNINGS 

I.-Interest, dividend, commission and exchange earned on : 
(a Bills purchased and discounted, loans and advances . . (3 Investments : 

(i) Government Securities (Central and States) . . 
(ii) Others . . . . . . . . . . 

(c) Deposits with banks . . . . . . . . . . 
11.-Recoveries on assets previously written down and gains from 

other revaluation or sale of assets . . . . . . . . 
111.-Other sources (commission on bills for collection, T.TYs and 

D.D's sold, etc.) . . . . . . . . . . 
TOTAL .. 

EXPENSES 

IV.-Interest, commission and brokerage paid on : 
(a) Deposits . . . . . . . . . . 
(b) Borrowings . . . . . . . . . . 
(c) Other accounts . . . . . . . . . . 

V.-(a) Establishment expenses . . . . . . . . 
(b) Other working expenses . . . . . . . . 

V1.-Taxes and dues of the nature of operating expenses (Municipal 
charges on land and buildings, District Local Board rates paid, 
etc., but excluding taxes on profits) . . . . . . 

VI1.-Depreciation written off and loss incurred in sale of assets . . 
VII1.-Balance of net profit or loss (-) (Earnings minus Items IV toVII) 

TOTAL .. 
DISPOSAL OF NET PROFIT AND 

ACCUMULATED SURPLUS 

1X.-Sources of sums made available : 
(i) Net profit or loss (-) . . . . . . . . 

(oi) Surplus or deficit (-) brought forward from preceding year 
(iii) Taken from reserves . . . . . . . . 

TOTAL .. 
X.-Allocation of s u m  made available : 

(a) Provision for taxes on profits . . . . . . . . 2,14.8 
(b) Carried to reserves . . . . . . . . 23.9 
(c) Dividend, bonuses, etc., to shareholders . . . . 
(d) Employees' share (bonus) in the profit . . . . . . 1B.i 
e) Allocated to other special purposes . . . . . . 17.3 
f )  Balance transferred to Head Office Account . . . . 1,gO.l 

T O T A L  . . 4.61.8 

Source : Statistical Tables relating to Banks in India, 1950. 



GRAPH 8 

ADVANCES' MADE BY THE RESERVE %AM( OF INDIA 
TO SCHEDULED BANKS 
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STATEMENT 46 

(Amounts in lakhs of Rupees) 

Number of Banks . . . . 
EARNINGS 

I,-Interest, dividend, commission and 
exchange earned on : 

(a) Bills purchased and dis- 
counted, Ioans and advances 

(b) Investments : 

( i )  Government Securities 
(Central and States) . . 

(ii) Others 

(c) Deposits with Banks . . 
11.-Recoveries on assets previously 

written down and  gains from 
other revaluation o r  sale of 
assets . . . . . . 

111.-Other sources (commission on  
bills for collection, T.T's and 
D.D's sold, etc.) . . . . 

TOTAL .. 
EXPENSES 

1V;-Interest, commission and brokerage 
paid on : 

(a) Deposits . . . . 60.4 65.2 71.2 69.4 61.9 

(b) Borrowings . . . . 4.6 8.8 8.5 8.9 7.0 

(c) Other accounts . . .. 3.1 3.5 4.7 - 0.9 - 1.6- 

V.-(a) ~btablishment expenses . . 33.8 38.0 46.8 56.3 50.4 

(b) Other working expenses . . 19.0 22,3 23.6 ' 27.7 27.0 

V1.-Taxes and dues of the nature of 
operating expenses (Municipal 
charges on land and buildings, 
District Local Board rates paid, 
etc., but excluding tax& on  
profits) . . . . . . 3.8 3.4 3.5 1.1 0.4 



STATEMENT 46-concld. 
(Amounts in lakhs of Rupees) 

1946 19-17 1948 19-10 1950 

VI1.-Depreciation written ofi' and loss 
incurred in sale of assets . . 1.8 2.8 5.3 9.9 10.6 

% .  

VI1I.-Bnlnncc of nct profit or loss (-) 
(Earnings mintrs Items IV to VII) 49.6 38.6 43.8 42.6 25.8 

. .i TOTAL .. 1.76.1 1,BZ.i 2,OT.I 2,16.8 1,84.6 

DISI'OSAL O F  NET PROFIT AND 
ACCUMULA'I'ED SURPLUS . . 

1X.-Sources of sums made available : 

.. , : .(i) Net profit or loss (-) . . . , 49.6 38.6 43.5 42.6 25.8 

(ii) Surplus or deficit (-) brought 
forward from preceding year 4.9 6.6 6.8 -12.3 -21.1 

(iii) Take11 from rcservcs . . 0.2 . .  .. 0.1 0.4 1.5 

TOTAL . . 54.7 44.2 50.4 30.7 6.2 

\ ,i I . - 
X.-Allocation of sums made available : 

(a) Provision for taxes on profits 

(b) carried to reserves . . 
(c) Dividend, bonuses, etc., to 

shareholders . . . . 
.. . . .. 

.(d) Employees' share (bonus) in 
the profit . . - -  . . . . 

(e) Allocated to other special 
purposes . . . . 

(f) Balance carried forward to 
next year's account . . 

'. I 
TOTAL . . 54.7 44.2 50.4 30.7 - 6.2 

* Each having capital and reserves of Rs. 5 lakhs and above. 

Source : Statistical Tables relating to Banks in India, 1950. . .. 
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NO. F. 4(2)-F. 1/50 
GOVERNMENT OF INDIA 

MINISTRY O F  FINANCE 
DEPARTMENT O F  ECONOMIC AFFAIRS 

NEW DELHI, 

THE 23RD JANUARY, 1950. 

N OTI FICATI 0 N 

In exercise of the powers conferred by section 53 of the Banking Companies Act,: 
1949 (X of 1949), the Central Government, on the recommendation of the ~eserve': 
Bank of India, is pleased to declare that the provisions of section 16 of the'said Act 
shall not apply to the Bank of Bikaner Ltd., the Bank of Jaipur Ltd. and the-Bank-. of: 
Rajasthan Ltd., in so far as they relate to the directors to be nominated by the Govern- 
ment of the United State of Rajasthan. 

Deputy Secretary to the Government of India. 

No. F. 4(46)-F. 1/50 
GOVERNMENT OF INDIA 

MINISTRY O F  FINANCE 
DEPARTMENT OF ECONOMIC AFFAIRS 

NEW XIELHI,:, . - .  . . 

T H E  12TH  APRIL.^^ ii950: 

NOTIFICATION . . .. , .. . . 

In exercise of the po\vcss conferred by sectiorl 53 of the Banking Companies : 
Act, 1949 (X of 1949), and on the recomrne~ldation of the Reserve Bank of India, 
the Central Government is pleased to declare that, until the 15th ~e~te rnber ,~ l952 ,  
the provisions of sub-section (3) of Section 19 of the said Act shall not apply to- the 
Bari Doalj Bank I,td., Hoshiarpur, in so far as they prohibit tlie said bank > L  from % 

holding shares in the Straw Board M a n ~ ~ ~ c t u r i n g  Company Ltd., Hoshiarpur, . w : 

Under Secretary to the Government of India. 



No. F. 4 (114)-F. 1/49 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
. DEPARTMENT OF ECONOMIC AFFAIRS 

NEW DELHI, 

THE 17TH APRIL, 1950. 

In  exercise of the powers conferred by section 53 of the Banking Companies Act, 
1040 (X of 19491, and on the recommendation of the Reserve Bank of India, the 
Central Government is pleased to declare that the provisions of sub-sections (2) and 
(3) of section 19 of the said Act shall not apply to the Central Bank of India Ltd., 
Bombay, in so far as they relate to its shareholdings in the Depositors' Benefit 
Insurance Co., Ltd., Bombay. 

Deputy Secretary to the Government of India,. 

NO. F. 4(74)-F. 1/50 
GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

DEPARTMENT OF ECONOMIC AFFAIRS 

NEW DELHI, 

THE .9TH MAY, 1950. 

NOTIFICATION 

I n  exercise of the powers conferred by section 53 of the Banking Companies Act, 
1949 (X of 1949), and on the recommendation of the Reserve Bank of India, the 
Central Government is pleased to declare that in the case of the New Bank of India 
Ltd.- 

(a) the provisions of sub-section (2) of section 19 of the said Act so  far as they 
relate to its holdings in the Davico Ltd., the Globe Engineers Ltd., the Ramkola 
Sugar Mills Ltd., and the Jupiter Investment Trust Ltd., shall not apply for a period 
ofthree and halfyears from the 16th March 1949, i.e., up to the 15th September 1952;  

(b) the provisions of sub-section (3) of section 10 of the said Act shall not apply- 
so far as they relate to its holdings in the Jupiter Investment Trust Ltd , for a period 
of two and half years from the 16 th March 1350, i e., up to the 15th September, 1952. 

Deputy Secretary to the Government of India. 



NO. F. 4(37)-F. 1/50 
GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

DEPARTMENT OF ECONOMIC AFFAIRS 

NEW DELHI, 

THE 9TH MAY, 1950. 

N OTIFICATION 

In exercise of the powers conferred by section 53 of the Banking Companies Act, 
1949 (X of 1949), and rule 16 of the Banking Companies Rules, 1949, and on the 
recommendation of the Reserve Bank of India, the Central Government is pleased to 
declare that the provisions of section 31 of the said Act and rule 15 of the said Rules 
shall not apply to the American Express Company, Inc., in so far as they relate to 
the publication of its balance sheet and profit and loss account together with the audi- 
tor's report in a newspaper. 

Deputy Secretary to the Government of India. 

NO. I?. 4 (37)-F. 1/50 
GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 
DEPARTMENT OF ECONOMIC AFFAIRS 

NEW DELHI, 

THE 14TH JUNE, 1950 

NOTIFICATION 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), and on the recommendation of the Reserve Bank of India, 
the Central Government is pleased to declare that the provisions of clause (a) of 
sub-section (1) of section 30 and section 49 of the said Act shall not apply to the 
Punjab Mercantile Bank Ltd., Jullundur City, in so far as they relate to the audit 
of its balance sheet and profit and loss account for the ~ e r i o d  ended the 31st Decem- 
ber 1949. 

Deputy Secretary to the Government of India. 



No. F. 4(37)-F. 1/60 
GOVERNMENT O F  INDIA 
MINISTRY O F  FINANCE 

DEPARTMENT OF ECONOMIC AFFAIRS 

NEW DELHI, 
T H E  14TH JUNE, 1950. 

N OTI FICATI 0 N 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 [X of 1949), and rule 16 of the Banking Companies Rules, 1949, and on 
the recommendation of the Reserve Bank of India, the Central Government is pleased 
to declare that the provisions of section 31 of the said Act and rule 15 of the said 
Rules shall not apply to the under-mentioned banking companies in so far as they 
relate to the publication of their balance sheets and profit and loss accounts for the 
period ended the 31st December, 1949, together with the auditor's report in a news-? 
paper, namely :- 

1, Bari Doab Bank Ltd., Hoshiarpur. 
2. Punjab Mercantile Bank' Ltd., Jullundur City. 
3. Oudh Commercial Bank Ltd., Faizabad. 
4. Chittattukara Catholic Bank Ltd., Chittattukara. 
6. Arni Mahaveera Bank Ltd., Tiruvannamalai. 
6. Malayalee Bank Ltd., Palghat. 
7. Chowghat Christian Bank Ltd., Chittattukara. 
8. Salem Town Bank Ltd., Salem. 

Deputy Secretary to the Government of India. 

NO. F. 4(46)-F. 1/50 
GOVERNMENT OF INDIA 
MINISTRY O F  FINANCE 

DEPARTMENT O F  ECONOMIC AFFAIRS 

NEW DELHI, 

THE 28TH JUNE, 1950. 

NOTIFICATION 

I n  exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, is pleased to declare that until the 15th September, 1952, 
the provisions of sub-section (3) of section 19 of the said Act shall not apply to the 
Bari Doab Bank Ltd., Hoshiarpur, in so far as they prohibit the said Bank from 
holding shares in the Central India Electric Supply Co. Ltd., Amritsar. 

Assistant Secretary to the Govcrnrne~it of India. 



NO. F. 4(112)-I?. 1/50. 
GOVERNMENT OF INDIA 
MINISTRY O F  FINANCE 

DEPARTMENT OF ECONOMIC AFFAIRS 

NEW DELHI, 

THE 1lTH JULY, 1950. 

In exercise of the powers conferred by section 53 of the Banking Companies Act, 
1949 (X of 1949), the Central Government, on the recommendation of the Reserve 
Bank of India, is pleased to declare that in the case of the Punjab Co-operative Bank 
Ltd., Jullundur- 

(a) the provisions of sub-section (2) of section 19 of the said Act, so far as they 
relate to its holdings in the Prem Spinning and Weaving Mills Co., Ltd., shall not 
apply till the 15th September, 1952 ; and 

(b) the provisions of sub-section (3) of section 1 9  of the said Act, so far as they 
relate to its holdings in the Prem Spinning and Weaving Mills Go. Ltd. and the 
Central-India Electric Supply Go., Ltd., shall not apply till the 15th September, 1952. 

Assistant Secretary to the Government of India. 

NO. F. 4(192)-F. 1/50. 
GOVERNMENT OF INDIA 
MINISTRY OF FINANCE 

DEPARTMENT OF ECONOMIC AFFAIRS 

NEW DELHI, 

THE 9TH OCTOBER, 1950. 

NOTIFICATION 

I n  exercise of the powers conferred by section 53 of the Banking Companies 
Act, (X of 1949), the Central Government, on the recommendation of the Reserve 
Bank of India, is pleased to declare that in  the case of the Traders' Bank Ltd., Delhi- 

(a) the provisions of sub-section (2) of section 19 of the said Act, so far as they 
relate to its holdings in the City Bank of Lahore Ltd., Jullundur (in liquidation), 
the National Finance of India Ltd., Delhi, the Electrical Fan and Motor Manufac- 
turing Company Ltd., Jullundur, and the Indian Sewing Machine Manufacturing 
Company Ltd., Jullundur, shall not apply until the 15th September, 1952 ; and 

(b) the provisions of sub-section (3) of section 19 of the said Act, so far as they 
relate to its holdings in the National Finance of India Ltd., Delhi, shall not apply 
until the 15th September, 1952. 

Deputy Secretary to the Government of India. 



APPENDIX 111 . 



PRESS COMMUNIQUE 

I n  a Press Communique issued by the Reserve Bank of India'on the 29th July 
1949, it was announced that,  for the adequate discharge of its duties and responsibili- 
ties under the Banking Companies Act, 1949, the Reserve Bank had  decided to insti- 
tute a systematic periodical inspection of all banking institutions governed by the 
Act. It was also indicated in the Press Communique that, until sufficient staff had 
been trained to enable the Reserve Bank to carry out an annual inspection of each 
bank, as many banks as possible would be inspected and that the inspections would 
not be confined only to banks whose working was regarded as unsatisfactory. 

2. In  pursuance of the abovementioned policy, i t  has now been decided to 
make a beginning with the periodical inspection of banks, irrespective of their size 
or financial position. The  Reserve Bank of India desires the banks and the general 
public t o  know that  in  future all banks will in turn be inspected by the Reserve Bank 
in accordance with its policy of instituting systematic periodical inspections and 
not necessarily because it suspects that there is anything wrong with any particular 
bank. Thus the periodical inspection of banks will hereafter be a regular feature of 
the Reserve Bank's activities and the general public are advised not to doubt the 
financial position of a bank merely because it is being inspected by the Reserve Bank. 

3. With the present trained staff a t  its disposal, it is not practicable for the 
Reserve Bank to  commence the inspection of a large number of banks simultaneously 
and i t  is proposed to  inspect about 8 scheduled banks and 32 non-scheduled banks 
before the end of the year. The  intention is t o  increase the number of inspections 
gradually so that all banks i n  India will, i t  is expected, have been inspected a t  least 
once by the end of 1952. 

10th February 1950. - 

PRESS COMMUNIQUE 

I n  pursuance of the policy of the Reserve Bank of India to institute systematic 
periodical inspections of all banking companies operating in India, announced i n  
its Press Communiques dated the 29th July 1949 and the 10th February 1950, i t  
has now been decided that the following scheduled banks, among others, should be 
included in the inspection programme of the Reserve Bank for the current year. 
The names of the scheduled banks have been arranged below in alphabetical -order 
and not i n  the order in which they will be inspected. 

Bank of India Ltd. 
Bharat Bank Ltd.  
Calcutta National Bank Ltd. 
Chartered Bank of India, Australia and  China. 
Imperial Bank of India. 
Indian Bank Ltd. 
National Bank of Lahore Ltd. 
New Citizen Bank of India Ltd. 
United Commercial Bank Ltd. 

- - - -  - . 
I n  addition to the above banks, it is also broposed to  inspect about 30  non- 
scheduled banks during the course of the year. 



2. As already indicated in the Reserve Bank's Press Colnmunique dated the 
10th February 1950, the affairs of the above banks will be examined in accordance 
with. the Reserve Bank's policy of inspecting all banks in India, irrespective of their 
size or financial position. Each bank in India will be examined in turn during the 
next three years and the public are advised not to suspect that there is anything wrong 
with ariy particular bank merely because it is being inspected by the Reserve Bank. 
The piograrnme of inspection of the scheduled and the non-scheduled banks referred 
to above will commence shortly and it is hoped to complete it by the end of 1950. 

8th March 1950. 

DBO. No. 1420/C. 218-50. Bombay, 22nd March, 1950. 

Re : Monthly Statement of Advances against Commodities and Bullion. 

With a view to bringing under observation the extent to which accommodation 
is granted by banks for financing trade in some of the essential commodities and bul- 
lion and for watching the periodical trends thereof, the Reserve Bank of India in 
exercise of its powers under section 27(2) of the Banking Companies Act, 1949; 
hereby.requests you to furnish it with a statement, as on the last Friday of every 
nionth, in the specimen form enclosed, so as to reach it on or before the 15th day of 
the succeeding month to which it relates at the address given above. The first .state- 
ment should relate to the month of March 1950. The information will be treated 
as strictly confidentiaI. 

2. Kindly acknowledge receipt of this circular. 
Yours faithfully, 

DEPUTY GOVERNOR. 

MONTHLY STATEMENT OF ADVANCES AGAINST COMMODITIES AND BULLION 

AS ON FRIDAY THE 

Nature of Commodity Total Number of Balance outstanding 
Accounts as on the date of report 

Country Piecegoods and Yarn. 
Cotton and Kapas. 
Jute and Hessians 
Paddy and Rice. 
Gur and Sugar. 
Wheat, Gram and other Grains and Pulses. 
0ilsed.s. 
Copra and other Cocoanut Products. 
Pepper and other Export Spices. 
Groundnuts. 
Gold Bullion other than to Banks. 
Silver Bullion other than to Banks. 

Date 
................ Signature .............. Designation.. 

- .  . . R. B. : Plea& include the figureri for a11 branches in India inclusive of thdsc in the States of . 
IIyd~~abad (Deccan), ~Mywrc, Travancore and Cochin. 



18th April 1050. 

The Banking Companies Act, 1949. 

Section 23 of the  Banking Companies Act, 1949, as amended by  the Badking 
Companies (Amendment) Act, 1 950, now requires every banking compally incor- 
porated in India  t o  obtain the previous permission of the Reserve Bank before 
opening a n y  branch i n  a foreign country. T h e  satisfactory working of such branches 
a n d  their ability to meet the demands of tlie depositors a re  matters of vital impori- 
ance not  only to the  prestige of Indian Banking abroad hut also in  the larger interests 
of the country. W e  have, therefore, to request you to  send us a monthly statement 
regarding the assets and liabilities of your branches i n  each foreign country excluding 
Pakistan as in  the enclosed form. This statement may  please be submitted in dupli- 

* cate t o  the principal office of the  Reserve Bank before the  close of the month succeed- 
ing  that  to which t h e  statement relates. Iriformation as  regards overdraft arrange- 
ments with the  local banks which you may have made in respect of your branches in 
each foreign country (excluding Pakistan) and  also the manner in  which you expect 
to be in a position to meet a n y  unexpected withdra~vals a t  your foreign branches 
(excluding Pakistan) should also be given a t  the foot of the  statement. The  first 
of such statements shall relate t o  the  close of business as  o n  the  last Friday of May 
1950 and should b e  submitted to the Reserve Bank before the close of June 1330. 

Yours Faithfully, 

DEPUTY C H I E F  OFFICER. 



The Banking Companies Act, 1949 

. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  Name of the banking company 

Name and designation of the officer submitting the return .................... 
.................................................... Name of the country 

...................................................... Names of branches 

Statement showing the assets and liabilities of the foreign branches (exclud- 
ing Pakistan) of banking companies incorporated in  India as at the 

............................ close of business on Friday* the . .  

(To be submitted i n  duplicate to the Reserve Bank before the close of the 
month succeeding that to which the return relates) 

(Rounded off t o  the nearest thousand) 

A. Liabilities (In rupees) B. Assets (In rupees) 

. . . . . . . .  ........ 1. Demand deposits . . . . 1. Cash in hand . . . . 

........ 2. Time deposits . . . . 2. Balances with other banks in current 
account and money at  call and  

........ ' 3. Due to other banks . . Short notice . . . . ........ 
4. Branch adjustments . . ........ 3. Bills purchased and discounted ........ 
5. Other liabilities . . . . ........ 4. Investments :- ........ 

(1) In  Foreign Govern- 
ment securities . . . . . . . . .  

................ (2) Other investments 

5 .  Loans, advances, cash credits and  
overdrafts (excluding due from 
banks) . . . . . .  ..=..-:. 

6 .  Due from hanks ........ 
7. Branch atij~tstrnents ........ 
8. Capitalised expenses including pre- 

liminary cxpenscs, organisatton ex- 
pensc5, amounts of  losses incurred 
e tc. ........ 

-- 
Total 

-- Total 

Date .,.................... Signature .................... 
.Vote : The balance of Profit and Loss Account, if any, should be included in itcm A5 or B8 a9 the 

case may be. 
* The last Friday of every month or if that Friday is a holiday, as at the close of business on the 

preceding working Jay. 

Information as regards overdraft arrangements with other banks and the manner 
in whlch any unexpected withdrawals aro proposed to be met may be given here. 



DBO. No. 2060/C. 200A-50. Bombay, 20th April, 1950. 

I n  view of the shortage of jute supplies arld the danger of existing stocks goirlg 
underground, Government are taking various anti-hoarding measures with a view 
to ensuring regular supplies to the jute mills. It  would help in expediting ra\v 
jute supplies to the mills if the scheduled banks could recall all their advances for 
the purchase of raw jute made to parties other than mills and balers. As the mills 
are prepared to buy all the available raw jute, there is no reason for the hanks to 
finance the holding of raw jute by parties other than halers who can sell only to the 
mills. We have, therefore, to request you to recall within a fortnight advances, if 
any, made by your bank for the purchase of raw jute to parties other than mills 
and balers. tt'e shall be glad if you will also refrain from granting any fresh advances 
for the purchase of rawjute to parties other than those mentioned above, till the posi- 
tion in regard to the supply of raw jute becomes normal. 

2. Please acknowledge receipt of this letter. 

Yours faithfully, 

DEPUTY GOVERNOR. 

o l e  : The  instructions contained in this circular have since been withdrawn. 
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