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Confidential

ReEort
of the

working Group on Bank Deposits

PREFACE

The Working Group on Bank Deposits was

constituted by the Reserve Bank of India under the

Chairmanship of Dr., C. Rangarajan, Deputy Governor,

on August 5,

reference:

lli)

ii)

1982 with the following terms of

to examine the trends in the growth of
bank deposits in relation to the overall
growth of financial savings as also the
growth in savings mobilised through

other financial instruments:;

to review the interest rate structure in
respect of bank deposits with a view to
examining the need to rationalise this
structure keeping in mind the return,
security, liquidity and tax benefits
attaching to the different instruments

of financial savings. In doing so, the



iii)

iv)

V)

ii

Group will also need to consider the cost
and other implications of any changes

which they may suggest in the present

structure;

to review the present regulatory framework
regarding deposit mobilisation by banks
and to suggest appropriate modifications
which may facilitate improvement in the

performance of the banks in this respect;

to consider various suggestions which have
been made for providing increased incentives
to bank depositors. The Group may examine
in this context modifications to existing
schemes of deposit mobilisation as well as

introduction of new schemes; and

to make any other suggestions relevant to

the subject."

Besides Dr., C, Rangarajan as Chairman, the



iii

Working Group consisted of the following members:

Shri N, vaghul, Chairman,
Bank of India, Bombay.

shri s.L. Baluja, Chairman,
Punjab National Bank, New Delhi.

Shri B. Ratnakar, Chairmman,
Canara Bank, Bangalore,

Shri Vv.N., Nadkarni, Deputy Managing Director,

State Bank of India, Bombay.

Shri v.K. Dikshit, Joint Secretary,
Government of India, Ministry of Finance,
Department of Economic Affairs,

(Banking Division), New Delhi,

Dr, Mahfooz Ahmed, Economic Adviser,
Government of India, Ministry of Finance,
Department of Economic Affairs, New Delhi.

Shri U.K. Sarma, Chief Officer,
Department of Banking Operations &
Development, Reserve Bank of India,
Central Office, Bombay.

Shri S.S. Tarapore, Adviser,
Credit Planning Cell,
Reserve Bank of India, Bombay.,.

Dr, S.L. Shetty, Director,
Department of Economic Analysis & Policy,
Reserve Bank of India, Bombay.

(Member)

(Member)

(Member)

(Member)

(Member)

(Member)

(Member)

(Member)

(Member
Secretary)

iii, The Working Group was expected to submit its

report within three months. The substantive

deliberations and recommendations of the Group were
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completed before the middle of October 1982 so as to

be available on the eve of the formulation of the

busy season credit policy in that month; the
recommendations were communicated by the Chairman to
the Governor of RBI and these were taken into account
in the credit policy measures announced by the Governor
on October 25, 1982, As the deliberations of the Group
and the drafting of the final report required some more
time, the term of the Working Group was extended upto

the middle of January 1983,

iv. Considering the wide-ranging nature of issues
involved, the Working Group set up the following four

Sub-Groups:

Sub-group Subject Members
No. constituting
the sub-groups

I. Interest Rate Structure and Dr, C. Rangarajan
Impact on Cost Structure of Shri N. Vaghul
Banking Industry Shri B. Ratnakar

Shri S.S. Tarapore
Dr. S.L. Shetty
(Convenor)

II. Regulatory Measures Shri V.N. Nadkarni
(including branch banking) Shri s,L. Baluja
Shri U,.K. Sarma¥*
(Convenor)

*In the absence of Shri U.X. Sarma for sometime,
Shri N.D. Parameshwaran, Deputy Chief Officer,
Department of Banking Operations & Development (DBOD),
RBI, functioned as the Convenor.



Sub-group Subject Members
No. constituting
the sub-grouns

ITTI. Fiscal Incentives for Shri s.L. Baluja
Financial Savings Shri v.K. Dikshit
Dr, Mahfooz Ahmed
(Convenor)
Iv. Special Deposit Schemes Shri N. Vaghul
and Customer Services Shri V.N. Nadkami
Dr. S.L. Shetty
(Convenor)
V. An in-depth study of the terms of reference

of the Group required more up-to-date and analytical
data on different aspects of bank deposits; such data
were sought, through a set of special returns, from the
major commercial banks and a few co-operative banks,

A structured Questionnaire was also sent to the Chairmen
of all public secéor banks and a few banks in the
private sector, as also the chiefs of some foreign
banks and co-operative institutions. The Secretariat
of the Working Group received a number of suggestions
from depositors, academicians and others regarding
deposit rates, fiscal incentives, deposit regulations,
customer service and such other issues. All of these

have been of invaluable help to the Group in its work,



vi

vi. The Working Group held five formal meetings,
but members either as constituents of Sub-Groups or
otherwise held a large number of meetings to discuss

various issues of relevance to the Working Group.

vii. The Secretariat of the Working Group produced
a series of Working Papers for the consideration of the
Group. The principal ones related to the following

themes:

(@) recent deceleration in the growth of bank
deposits;

(b) a supplementary note on the behaviour of bank
deposits in recent months;

(c) structural aspects of commercial bank deposits;

(d) growth and relative importance of alternative
financial savings media;

(e) Lforeign inward remittances ana financial savings;

(£f) behaviour of 'reserve money' and aggregate bank
deposits in the recent period;

(g) different types of financial assets available to
households in India and the nature of their yields
and incentives;

(h) deductibility of interest income at source;

(i) some characteristics of deposits accepted by



vii

non-banking financial and non-financial
companies; and

(j) interest elasticity of savings in India,

viii. The Working Group received prompt and very
thoughtful responses to its (suestionnaire from bank
Chairmmen and Chief Executives, and also valuable data
from banks through the special set of returns prescribed
or otherwise., Some of the bank economists, who were
approached, took a personal interest in the Group's task
and rendered considerable help at various stages of its
labour. The Working Group wishes to convey its thanks
and gratitude to all of them. Its thanks are also due
to depositors, academicians and othersfor their various

suggestions.

ix. The Department of Economic Analysis and Policy
(DEAP), RBI, provided the Secretariat for the Group.
Various Divisions of that Department, particularly the
Division of National Income, Savings and Flow of Funds
(which also provided the Secretariat), the Division of
Money and Banking, the Division of Industrial Studies,
the Division of International Finance, the Econometrics
Division, and the Administrative Division, have made

available an enormous amount of data required by the



viii

Group and also rendered help in various other ways; in
addition, some departments of RBI, principally the
Department of Banking Operations and Development (DBOD),
the Department of Statistical Analysis and Computer
Services (DESACS), the Foreign Accounts Section of the
Department of Government and Bank Accounts (DGBA), the
Department of Non-Banking Companies (DNBC), and the
Exchange Control Department (ECD) have supplied prompt
information whenever asked for. Shri N.D. Parameshwaran
of DBOD functioned as the Convenor of a Sub-Group. The
Group acknowledges with sincere thanks the help rendered

by all of them,

Xe The committee wishes to express its deep
appreciation of the very valuable services rendered by
its Member-Secretary, Dr. S.L. Shetty. Special mention
must be made of the great pains and care he took to cull
from different sources data relevant for the study. He
also provided the analytical frame for examining the
various issues, Besides the Member-Secretary, the
Secretariat of the Working Group consisted of Shri «.A,
Menon, Smt, Sarojini Venkatachalam and Smt, M.V. Xulkarni.
They have provided most valuable assistance in organising

the meetings of the Group, in processing relevant returns



ix

and statistics, and generally in the preparation

of the drafts of the maln Report and its appendices.
Shri Vv, Ramani shouldered the bulk of the stenography
and typing involved in the task of the Group. The
Working Group places on record its sincere
appreciation and conveys its profound thanks to all

members of its Secretariat,



CHAPTER 1

INTRODUCT ION

1.1 The Working Group was set up in August 1982

in the context of a perceptible deceleration in the

rate of growth of commercial bank deposits. In May 1982,
a study was undertaken in the Reserve Bank of India (RBI)
identifying the genesis, the causes and the extent and
nature of deceleration that took place in bank deposit
growth during 1981-82 (April-March). This study
(reproduced in Appendix I) and the related issues were
discussed at a meeting held by the then Governor with a
representative group of bank Chairmen. While there was
a general agreement on the sources and nature of the
slow-down in deposit growth, there were divergent
perceptions regarding the nature of measures required

to reverse this trend. It was also felt that these
measures could not be conceived in the narrow persrective
of bank deposits per se as the whole gamut of financial
assets was involved; Apart from questions relating to
interest rates on bank deposits and yield rates on

other financial assets, there were issues relating to

the lending rates of banks, the spread between the

cost and earnings on their working funds, and their



profitability. There was also the question of the
relative roles of commercial banks and other financial
intermediaries as mobilizers of savings and purveyors
of credit, which had to be viewed particularly in the
context of the new instruments of saving recently

introduced.

1.2 At the practical level and abstracting from
short-term issues, there was a need to review some

aspects of the regulatory framework regarding bank deposits,
the adequacy of the various methods and schemes of deposit
mobilisation, and the quality of customer service rendered

by banks.

1.3 It was thus felt that a comprehensive and
integrated examination of the whole gamut of issues was
necessary. Earlier, the question of interest rates on

bank deposits was examined by the Committee on Deposit

Rates appointed by the Reserve Bank of India in June 1969
under the Chairmanship of Shri B.N.Adarkar, It was on
the recommendation of this Committee that the principle
of total regulation of bank deposits was introduced;
until then the deposit rates had been subjected to a

combination of official regulation and inter-bank agreement



(Appendix II presents a brief description of the
evolution of bank deposit rates in India from time to
time). Subsequently, there have been a number of
changes in the interest rates on bank deposits and
other financial media and guite apart from inter se
distortion in the structure of administered interest
rates on various savings instruments, there have been
at times inconsistencies in the imperatives determining

deposit rates and lending rates of banks.

1.4 The problem of customer service by banks was

examined by the Working Group on Customer Service in

Banks* appointed by the Government of India in 1975,
and the Working Group submitted a large number of
recommendations, all of which have been accepted,
Despite the fact that a majority of them are said to
have been implemented, the guality of customer service
by commercial banks, particularly for depositor

clientele, appears to have deteriorated.

*The Working Group was appointed in March 1975 with
Shri R.X. Talwar as Convenor who continued in that
capacity upto August 3, 1975. The Final Report
incorporating the Group's interim recommendations
made in August 1975 was submitted by Shri T.R. Varadachary
as Convenor in March 1977,




1.5 It was against the above background that the
Reserve Bank of India constituted this Working Group
to look into the totality of issues enumerated above

with wilde-ranging and comprehensive terms of reference.

1.6 Since the appointment of the Group in early
August 1982, there has occurred a noticeable improvement
in deposit growth. This may give an apparent impression
that the context in which the Group came to be
constituted is no longer relevant, With the sharp
increase in the interest rates on other financial
savings media, the rate differentials as between those
savings media and bank deposits have .widened significantly,
and to the extent that the differentials have adversely
affected the competitiveness of bank deposits, as they
apnear to have as shown in the next Chapter, and if
these differentials persist, there is reason to beliave
that the relative competitiveness of bank deposits will
continue to be eroded. Almost all aspects of the
Working Group's terms of reference have wider and
longer-term implications: the relative growth of bank
deposits and other financial savings media; the relative
balance in their yield rates along with fiscal

concessions; the appropriateness of existing 'spread!’



as between the deposit rates and lending rates of
commercial banks:; the nature and extent of flexibility
available to banks in their operations to compete
amongst themselves and to serve their clientele better;
the regulatory measures relating to the mobilisation
of deposits by banks; and the 'quality of customer-
service. The Working Group has approached its task
with a longer term horizon and wider perspective in

view,

1.7 The chapter scheme of the Report broadly
follows the logical sequence implicit in the terms of
reference which has been summarised in the above
paragraph. Chapter 2 tries to providé some perspective
of the growth of bank deposits since bank nationalisation,
and against that background, analyses the phenomena of
deceleration during 1981-82 and subseguent improvement
in recent months, Chapter 3 reviews the relative growth
of bank deposits and other financial savings media with
a view to examining specifically two themes: (i) the
impact of the other financial instruments on the growth
of bank deposits during 1981-82, and (ii) the need for
an accelerated growth in bank deposits for enabling

banks to achieve the nationally accepted developmental



and other socio-economic goals set for them, One of
the crucial tasks before the Working Group was to
examine the interest rate structure relating to bank
deposits vis-a-vis that relating to other saving
instruments and suggest proposals for changes, if any.
Chapter 4 is devoted to such an assessment and the
presentation of Working Group's proposals in this
regard. The review of regulatory measures concerning
deposit mobilisation is the subject matter of

Chapter 5, while Chapter 6 deals with the areas where
scope exists for improving customer service in banks,
The final chapter summarises the recommendations of the
Working Group. Some of the relevant details and

statistical data are presented in a series of appendices

attached to the Report,
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CHAPTER 2

Trends in Bank Deposits in Recent
Years

2.1 The explanatory factors accounting for the
trends in bank deposits could be broadly classified
into three categories: demand factors, supply factors,
and institutional factors. The demand factors, which
represent the motives for holding bank deposits, are
clearly the size of real national income and its
sectoral as well as personal distribution, the inflation
rate, and the structure of interest rates. The supply
factors, which are essentially determined by the actions
0of the Central Bank and the Government, are represented
by the creation of 'reserve money' or 'high-powered
money', and by the determinants of the money multiplier
including the required reserve ratio and currency-deposit
ratio. The expansion of branch network and the growth
of banking habit and money roughly represent the
institutional factors affecting deposit growth, either

through the demand route or supply route.

2,2 While it is thus possible to regroup the
various factors into three broad categories, it is

somewhat difficult to isolate concretely the effect



of any one set of factors on the growth of bank deposits
during a given period, as all the three categories are
generally simultaneously in operation, Subsumed within
these broad factors are specific factors which are
sometimes highlighted as having a strong bearing on
growth of deposits, e.g., the size of public procurement
of foodgrains (which is in a sense related to éggl income
growth and its distribution), the expansion of branches
(which is related to the growth of banking habit), the
size of the Government budget deficit and the external
payments position (which largely determine reserve money)
and the stipulafed reserve requirements for banks (which
affect the distribution of reserve money and hence, the
deﬁosit multiplier), These factors have obviously varying
degrees of influence and many of them have varying lagqed

effects.

2.3 Nonetheless, a variety of econometric studies
undertaken by scholars in recent years, as also those
undertaken specially for the Working Group, héve
highlighted real national income as having the most
dominant influence on bank deposits. Rates of interest,
even when they are found to show a statistically

significant effect on deposit holdings, have not been



9
quantitatively that important. Interest sensitivity
on the part of the bank deposit holders has been,
however, discernible in that there had been significant
shifts from one type of maturity of deposits to another
whenever relative rates of return changed during the
1970's. Distribution of GDP as between agricultural
and non-agricultural sectors and also the sectoral terms
of trade are the other factors on the demand side which
appear as noticeable explanatory variables for bank
deposits. A mix of supply and institutiounal factoirs
such as, the 'reserve money' expansion and the spread
of branch network, have also figured as having
influenced bank deposits in the quantitative studies

referred to above,

2.4 In examining the community's preference for
bank deposits, the Working Group found that a more
meaningful approach was the one which formulated the
demand functions, and studied the explanatory variables,

separately for current deposits, savings deposits, and

fixed deposits, as the motives for holding different

types of deposits differ. As shown in Appendices III
and VIII of the Report, the bulk of the current

account deposits are held by companies and institutions,
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while the bulk of savings deposits and a large part of

fixed deposits are held by individuals and households,

It is found that income variable exerts statistically
significant influence in all the three types of
deposits, but the income elasticity is less than

unity for current account deposits, about unity for

savings deposits, and well above unity for fixed deposits.

As for the role of interest rate, all components of
deposits appear to be significantly and appropriately

affected by the rate of interest, with current account

and savings account deposits responding negatively, for

instance, to the three-year fixed deposit rate. 1In

the case of fixed deposits, the sensitivity to three-

year deposit rate is unexpectedly large and positive
(partial elasticity being 0.66). This may also be
reflective of the limited range of alternative financial
assets available with competing yields during the pe?iod
upto 1980-81 for which the above statistica’ results are

applicable.

2.5 Against this background, we now take a closer
look into the behaviour of bank deposits since the

beginning of the 1970's in the following paragraphs.
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An Overview of the Trends in
Bank Deposits During the 1970's

2.6 As may be seen from Table 2.1, there has been a
phenomenal increase in bank deposits since 1969-70. The
annual rates of increase of aggregate deposits with
scheduled commercial banks had generally ranged from
10,0 to 13,0 per cent durirg the decade ending 1968-69,*
with the compound growth rate per annum measuring out

to about 12.0 per cent for the decade. 1In the following
twelve year period 1969-70 to 1980-81, the yearly
increases ranged from 17.0 per cent to 26.0 per cent;
the compound growth rate wprked out to 20.iner cent
per annum. During the 1960's aggregate bank deposits

as a proportion of gross domestic product had edged up
only fractionally from about 11,0 per cent to 13.0

per cent, whereas during the 1670's the same registered
a phenomenal increase from 13.0 per cent to about

30,0 per cent (Table 2,1).

2.7 As explainec earlier, a series of demand, supply
and institutional factors have combined to produce such
an impressive bank devosit growth during the 1970's.
However, within the decade of the 1970's, there have

been some distinct phases marked by the dominance of

*With the exception of the inflation years of 1965-66
and 1966-67 when the rates of increase were about
14,0 per cent and 16.0 per cent, respectively,
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rLable 2.1 : Aggregate Bank Deposits As a Proportion of
GDP _at Current Market Prices

Fiscal Year GDP at Market Prices

(April-March)

1 Z
1968-69 33,279
1969-70 26,851(+10.7
1970-T1 40,263 #9.2;
1972-73 47,865(+10.4
1973-74 58,940(+23.1
1974-75 69,595(+18.0
1975-76 74,084(+ 6.4
1976=T7 80,341(+ 8.4
1977-178 90,096(+12.1
1978-79 97,444(+ 8.2
1979-80 1,06,151(+ 8.9
1980-81 1,25,67%(+18.4
1981-82 1 42 987(+13.8

Annual Compound
Growth Rate (Per cent Per Annum)

1958-59 to 1968-69 +12.0
1959-70 to 1980-81 +20.0

* Estimated

Note: Figures in bracliets repregent percentage increases
over the previous ycar.
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Table 2.1 ¢ Aggregate Bank Deposits As a Proportion of
__GDP_at Current Market Prices (Contd)

_Ageregate Sank Deposits

P
Fiscal Year

(April-March) March 31 Data innual Average
Amnount As Percentage T TAmount As Percentage
of GDP of GDP
3 4 5 6
1968-69 4,284 13,2 4,103 12.3
1969-70 5,064§+15.5) 13.7 4,764(+16.1 12.9
1970-71 5,947(+17.4) 14.8 5,523(+15,9 13.7
1971-72 7,716 +19.6§ 16.4 6,570(+19.0 15.2
1972=T3% £,598(+20.8 18.0 7,936(+20.8 16.6
1973=-74 10,110(+18.3 17.3 9,589(+20.8 16,3
1974=-75 11,922(+17.2 17.1  11,186(+16.6 16,1
1975=-76 14,325(+20,2 19.3 13,147(+17.5 17.7
1976=T7 18,046(+26.0. 22,5 16,214(+23.3 20,2
1977=78 22,211(+23 .1 24.7 20,072(+23.8 22,3
1978=-79 27,256(+22,7 28.0 24 ,592(+22.5 25.2
1979-80 32,237(+18.3 30.4  29,755(+21.0 28,0
1980-81 38,111(+18,.2 30.3 35,030(+17.7 2749
1981-82 13 ,820£(+15.0) 30,6  41,713(+19.1 29,2

** Average of weeks for each year
& Last Friday of March

Note: Figures in brackets represent percentage increases
over the previous ycar
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certain specific factors., Thé possible explanatory
variables which the Group perceived to be important

for various phases are displayed in Table 2.2.+ .

2.8 | Following the nationalisation of majorfbanks,
there was a very fapid»spread of branch net‘wor% during
the éarly yeafs of the 1970's. This early perféd
coincided with an unusually high and uninterrupted

growth in real national income for five years from

1967-68 to 1971-72 which averaged about 5.0 per cent

per annum, Thus, the initial impulse to deposit growth

in the 1970's came from these two fac-ors: widening and
strengthening of institutional structure and continuous
real income growth. Aggregate bank deposits as a
proportion of the GDP shot up from 13,2 per cent in
1968-69 to 18.0 per cent in 1972-73, The next two years
1973-74 and 1974-75 were years of unprecedented inflation
following crop failures, large currency expansion and
increase in petroleum nrices. The average GDP growth in
three years 1972-73 to 1974-75 was just about 1,5 per cent.
The deposit growth was high but lower than in the previous
years and also not high enough to keep pace with the
increase in the nominal values of GDP; the deposit-GDP
ratio declined from 18.0 per cent in 1972-73 to

17.1 per cent in 1974-75,
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2.9 The above period was followed by a phase of
four yearsﬁl975—76 to 1978-79 which experienced the
highest rates of bank deposit accruals attributable to
a combination of five key factors: (i) real GDP growth
of as much as 6.0 per cent per annum during the four
year period; (ii) unprecedented accumulation of foreign
exchange assets primarily due to rapid fiow of foreign
inward remittances; (iii) massive expansion in commercial
bank branch network again; (iv) a sharp increase in the
ratesof interest paid on deposits which with inflation
under check, pushed up further thehpggi rates of
interest; and (v) a perceptible shift of terms of

trade against agricultural sector which is known to
have lower marginal propensitv to save‘(see Table 2,2).
The deposit~GDP ratio galloped from 17;1 per cent in
1974~-75 to 28.0 per cent in 1978-79. The subsequent’
two years 1979-80 and 1980-81 were again years of

high inflation, set back to real output and depletion
of foreign exchange reserves to some extent; the rate
of branch expansion also slowed down aréund this period.
The rate of bank deposits accruals decelerated, but the
deceleration was somewhat moderated because of very

rapid increases in currency expansion, and the bank
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Table 2.2 : Key Explanatory Yactors Relevant
Jor Bank Deposlit Growth puring 1970's
Fiscal GDP at Wholesale Increase Increase Reserve Mone
Years at factor Price Index 1in Net in Currency(RM) (4s on
(April- cost %WPI) Foreign (4s on 31st31st March)
March) 270-71 prices)(1970=100.0)Exchange March) (Rs crores)
ks crores) Assets (B crores)
(s crores)
1 2 p) 4 > b

1968-69 32,725 91.3 &1 302 4,000
(2.7) (=1.1) (8.3)

1969-70 34,802 94.8 256 336 4,444
(6.3) (3.8) (11.1)

1970-71 36,736 10C.0 (=) 36 367 4,822
{5.¢) (5.5) {8.5)

1971=-72 37,313 105.6 68 434 5,381
(1.6) (5.6) - (11.6)

1972-73 36,910 116,2 (=) 36 640 6,033
(-1.1) (10.0) (12.1)

1973-74 38,646 139.7 91 887 1,213
(4.7) (20.2) (20.6)

1974-75 38,979 174.9 (-)249 26 7,604
{0.9) (25.2) , -- {4.5)

1975-76 42,66 173.0 525 358 7,807
(9.4) (=1.1) (2.7)

1976=T77 43,208 176.6 1589 1168 9,798
(1.3) (2.1) (25.5)

1977-78 46,948 185.8 1917 758 10,941
(8.7 (5.2) (11.7)

1978-79 49,403 135.8 893 1600 14,083
(+5.2) (-) = (28.7)

1979-80 46,948 217.6 (=) 43 1422 16,573
(-5.0) (17.1) . (17.7)

1980-81 50,489 25743 (-)613 1772 19,443
(7.5) (1€.2) | (17.3)

1981-82 . 282,2 (=)2151* 1112% 20,975
(2.9) {7.9)

(-) means no changs

.« Means not available

¥ as on last Friday of March.

Figures in brackets rspresent increase/decrease over

the previous year.



17

1

{ey Explanatory Factors Relevant
for Bank Deposit Growth During 1970's.(Contd)

Table 2.2

E;;;;i Wo. of ferms of Trade Indicators Prices of agri-
Years Bank a share oI Agriculture 1n cultural products-
(April- Branches® GIP . as per cent of
March) at_(9=11 at Lurrent non-agricultural
Prices Prices products
_ f B 8 9 10
196869 8,262 44,4 46.3 6.
(14.0) 06+
1969-70 10,131 44 .5 46,0 10%.6
(22.6)
1970-T1 12,013 45,7 45.7 100.0
(18.6)
1971=-72 13,622 44,7 44,3 92.0
1972-75 1%1263) “
- 42.3 4 . N
(%2.8) 4.3 91.8
1974-75 1955) s
- 18,730 42,2 .
o (190.6) 44.3 95.3
-7 21,220 43,6 40,1 8
1976=77 2&32'3) 9
- , 802 40,3 38.1 83,
1977-78 2(181'2) -
- 8 41.9 38.8
1978-79 506305) 40.4 36.4 88,0
1980-81 3?,766) 38.9 35.3 72.8
10,1
1981-82 39,180 ‘e oo .o
(9.7)

@ As at the end of June
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deposit-GDP ratio improved from 28.0 per cent in 1978-79

to 30.3 per cent in 1980-81.

2,10 The behaviour of bank deposits during the 1970's
could thus be classified into fairly distinect éhases when
the role of certain specific factors has been more
dominant than that of others. Those explanatory variables
have undoubtedly affected the stFuctural characteristics
of bank deposits during the 1970's which have been
highlighted in Appendices III and.VIII. For instance, it
is revealed that the new branch network has raised the
share of rural branches in aggreggte deposits. from

3.0 per cent in June 1969 to 13.8 per cent in?ﬁarch 1982,

In deposits of rural areas, savings and fixed deposits

dominate, It is also revealed that with the increase in.
the interest rates on fixed deposits in July 1974, the
share of fixed deposits in total deposits increased
steadily from 51.9 per cent in June 1974 to 58,4 per cent
in June 1977, and within fixad deposits, the longest
maturity of above five years attracted the largest share
which is indicative of the role of interest rate

structure,
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Recent Trends in Bank Deposits

2.11 The experiences of 1981-82 and thereafter in
regard to the behaviour of bank deposits have been
somewhat unusual and deserve a special explanation.
While the explanatory factors invelved in this
behaviour could broadly be the same, as in earlier periods
their role in this phase has been qualitatively different
from that in the past, A fairly comprehensive Paper on
the subject of "Recent Deceleration in the Growth of
Bank Deposits - An Explanation" was prepared by the RBI
in June 1982 to which a reference was made earlier and
which is appended to this Report (see Appendix I). With
its focus on the sharp deceleration in deposit growth
during 1981-82, the Paper highlighted the mature and
extent of the slow-down and also pinpointed the possible
factors responsible for the phenomenon. Based on the
information contained in that Paper and supported by
additional data gathered by the Working Group, an
assessmert is presented here of the experience of
setback to deposit growth during 1981-82, It is
followed by an analysis of the improvement in deposit
accretions during 1982-83 so far. Finally, an attempt

is made to draw from these two divergent experiences
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some lessons relevant for policy. This assessment is
facilitated by an examination of the changing profile
of bank deposits over the years which is set out in

Appendix IIT on 'Structural Aspects of Commercial Bank

Deposits',

The Deceleration of Bank Deposits in 1981-82

2,12 During the fiscal year 1981.82, there was a
perceptible slow-down in the grcwth of commercial bank
deposits from 19.6 per cent in 1980-81 to 15.1 per cent,
the lowest pace of growth since the nationalisation of
ma jor banks in 1969,

Table 2.3: Quarterly 2Zxpansion 'in

Aggregate 3ank Deposits
(Fina. Data)

(Rupees, crores)

Quarters 1980-32 1981-82
April-June +1,618 (- 5.1) +2,561  (+ 6.7)
July-September +1,107 (+ 3.3) +1,036 (+ 2.6)
October-Decembe r +2,416 (= 7,0) +2,538 (+ 6.1)
January-March +1,088 (- 2.9) ~ 389 (- 0,9)
Annual Increases +5,229 (+#19.6) +5,746 (+15.1)

(Figures in brackets represent perzentage increases)



21

As is evident from Table 2.4, the slow-down had begun
with EEEEQ deposits and almost from the early months of
1981-82.. The share of term deposits in total deposits
declined from 55.56 per cent in December 1980 to 54.5
per cent in March 1932. It is pertinent to observe
thailthis,occurred in the wake of the announcements
made~alogg with the Budget proposals of February 1981
to introdﬁce a new 12 per cent National Saving
Certificate and ;o;raise £ﬁe interest rate ceiling on

debentures from 12,0 .per cent to 13.5 per cent,

2,13 The pace of expansion in savings deposits
slowed down mainly in the latter part of 1981-82;

in fac¢t, these depbsits stagnated in the last quarter,
Likew%se, current deposits fell in %bsolute terms
during January-March 1982 reflecting the slow-down

in the pace of credit expansion in the second half

of 1981-82,

2.14 As shown in the Papgr'in Appendix I, the fall
in bank deposits in the last quarter of 1981-82 was
essentially in the major metropolitan centres

(Bombay, Delhi, Calcutta and Madras). Data obtained

by the Working Group through the special set of
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Table 2.4: Cumulative Increases in Different Types of Deposits:
1980-81, 1981-82, 1982-83 (upto October, 82)
(Rupees, Crores)

o Current Deposits .
Outstanding Cumulative variation
over March

1980-81
March 1980 5,247 [T6.57
April 5,151 - 96 é- 1.8
May 5,097 - 150 - 2.9
June 5,264 + 17 + 0.3
July 5,03%2 - 215 - 4.1
August 5,061 - 186 - 3.5
September 5,135 - 112 - 2.1
October 5,133 - 114 - 2,2
November 5,495 + 248 + 4.7
December 5,915 + 668 + 12,7
January 1981 5,790 + 543 + 10.4
February 5,834 _ + 587 + 11.2
March 6,312 /16.6/ +1,065 + 20.3

1981-82
April 6,247 - 65 - 1,0
May 6,339 + 27 + 0,42
June 6,692 + 380 + 6,0
July 69391 + 79 + 1.3
August 6,405 + 93 + 1.5
September 6,382 + 70 + 1.1
October 6,510 + 198 + 3.1
November 6,449 + 137 + 2,2
December 7,185 + 873 + 13.8
January 1982 6,681 + 369 + 5.8
February 6,684 _ + 372 + 5.9
March 6,921 /15.87 + 609 (+ 9.6)

1982-83
April 75,054 + 133 + 1.9
May 7,176 + 255 + 3.7
June 7,520 + 599 + 8.7
July 7,170 + 249 + 346
August 7,138 + 217 + 3.1
September Ty112  _ + 191 + 2.8
October 7,219 /15.07 + 298 (+ 4.3
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Table 2.4: Cumulative Increases in Different Types of Deposits:
1980-81, 1981-82, 1982-83% (upto October, 82) (Contd.)

(Rupees, Crores)
Fixed Deposits

Outstanding Cumulative variation

over March

1980-81
March 1980 17,382/54.77
April 18,157 + 775 + 4.5
May 18,300 + 918 + 5,3
June 18,711 +1,329 + 7.7
July 18,903 +1,521 + 8.8
August 19,317 +1,935 + 11.1
September 19, 601 +2,219 + 12.8
October 19,876 +2,494 + 14.4
November 19,853 +2,471 + 14.2
December _ 20,491 +3,109 + 17.9
January 1981 20,690 +%,%08 + 19,0
February 20,711 +3,329 + 19,2
March . 20,742 /54.6/  +3,360 + 19,3

1981-82
April 21,121 + 379 + 1.8
May 121,685 + 943 + 4.5
June 22,217 +1,475 + 7.1
July 22,448 +1,706 (+ 8.2
August 22,773 +2,031 + 9.8
September. 2%,035 +2,293 + 11.1
October 23,243 . +2,501 + 1241
November 23,371 +2,629 + 12.7
December - 23,941 +3,199 + 15.4)
January 1982 23,863 +3,121 + 15.0
February 123,943 +3,201 + 15.4
March .2%,818/54.57  +3,076 + 14.8

1982-33
April 24,242 + 424 + 1.8
May 24,661 + 843 + 3.5
June 24,991 +1,173 + 4.9
July 25,652.. +1,834 + 7.7
August 25,043 +2,225 + 9.3
September 26,218 +2,400 + 10.1
October 26,577/55.3/  +2,759 (+ 11.6)
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Table 2.4: Cumulative Increase in Different Types ofDeposits:
1980-81, 1981-82, 1982-83 (uptc October, 82)(Contd)

(Rupees, Crores)

Savings Deposits

Outstanding Cumulative variation
over March

| 1980-81 .

March 1980 9,1%1/28.8/

April ’ 9,069 - 62 - 0.7
May ‘ 9,235 + 104 + 1.1
June ' 9,402 + 271 + 3.0
July . 9,611 + 480 + 5.3)
August - 9,679 + 548 + 6,0
September 9,749 + 618 + 6,8
October 9,998 + 867 + 9.5
November 10,122 + 991 + 10.9
December 10,494 +1,363 + 14.9
January 1981 10,677 +1,546 + 16.9
February 10,827 +1,696 + 18,6
March 10,934/28.8/ +1,803 (+ 19.8)

. - 1981-82
April - 11,248 + 314 + 2,9
May 11,369 + 435 + 4.0
June 11,644 + 710 + 6.5
July 11,925 + 991 + 9.1
August 12,019 +1,085 + 9.9
September 12,169 +1,235 + 11.3
October 12,403 +1,469 + 13.4
November 12,592 +1,658 + 15.2
December 12,996 +2,062 §+ 18.9.
January 1982 12,884 +1,950 + 17.9
February 12,968 +2,0%4 2+ 18.6
March 12,995/29.177 +2,061 + 18.8
1982-8%

April 13,069 + 74 + 0.6
May 13,208 + 213 + 1.6
June 1%,6C3 + 608 + 4.7
July 13,766 + 771 + 5.9
Auvgust 14,03" +1,03%6 + 8,0
September 14 ,10¢ +1,114 + 8.6
October 14,249Z§9o17 +1,254 (+ 9.6

Notes Data from March 1980 to February 1982 are final; Those
from March 1982 are partially revised on the basis of
returns received upto December 25, 1982,

Figures in square brackets represent percentage to total.
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returns confirm this finding. In respect of 23 major

banks which responded to the special returns, absolute

amount of metropolitan deposits almost stagnated between

December 1981 and June 1982 (see Appendix VIII). As
would be expected, the shift in the distribution of
deposits by type was pronounced in deposits of

metropolitan branches.

2.15 A reduction in the growth of Government
disbursements, the demand constraints faced by certain
segments of Indian industry and consequential sluggishness
in industrial activity, a larger loss of foreign exchange
reserves, a perceptible reduction in the crowth of
'currency' as well as 'reserve money', the slowing down

of inflation, and a general slow-down in the domestic
expenditure stream were factors accounting for the reduced
pace of deposit growth. The slower tempo of deposit
expansion was, however, accentuated by the simultaneous
occurrence of fresh competition from o*ther instruments
such as, the Special Bearer Bonds, compiny debentures and
deposits, Postal certificates, and units of the UTI, which

attracted a larger proportion of housetold savings.

2.16 The éxtent of competition offered by various

savings instruments to bank deposits luring the recent
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years has been analysed in the next chapter, but
suffice it to say here that some of the instruments
like the Postal certificates, company debentures
and units of the UTI, attracted amounts of household
savings during 1981-82 which were conspicuously
higher than in the past. In addition, the total
collections by the Government through the Special
Bearer Bonds aggregated Rs.876 crores during 1981-82,
which directly or indirectly affected bank deposit

growth.

2.17 Total disbursements of the Central and

State Governments according to the revised estimates
grew by 12,1 per cent (or Rs.4,627 crores) during
1981-82 against an increase of 21.1 per cent (or
Rs.6,691 crores) during 1950-81. The deceleration in
the growth of development expenditure has been
sharpers 1..2 per cent in 1981-82 against 24.3 per cent
in 1980-81*. MNet bank credit to Government increased
only by Rs.4,964 crores (or by 19.1 per cent) in
1981-82 against an increase of Rs.5,845 crores (or
29.1 pér cent) in 1980-81,., The contractionary

impulses were also manifested in a lower order of

* ¢f RBI, Annual Report, 1981-82 and 1980-81.
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increase in non-food credit to the commercial sector:

Rs. 3,903 crores (or 16.5 per cent) in 1981-82 against
Rse4,175 crores (or 21.5 per cent) in 1980-81. 1In such a
milieu, the draw-down in the country's foreign exchange
assets to the tune of 2,2,069 crores against Rs.613
crores in the previous yvear would have worked towards

reducing aggregate liquidity.

2,18 The experience of 1981-82 and the forces which
operated in it thus constitute in some respects a
special case. The changes described above were all

sudden and sharp and so was the impact inter alia on

deposit growth, While those aspects of economic and
financial policies which relate to the tempo of
Government expenditure programmes and allied issues
are outside the purview of the terms of reference of
this Working Group, the lesson most relevant to our
task concerns the rcle of interest rate differentials
on various instruments of saving which, according to

our view, did affect deposit growth during 1981-82.
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B. Recovery in Deposit Expansion
in Recent Months

2.19 Deposit growth has undoubtedly picked up
in recent months and this has been mainly
contributed by time deposits as distinguished from
demand deposits, or among the three categories of
deposits, the expansion in fixed deposits has been
the highest followed by saving deposits; the growth

in current deposits continues to be sluggish.

2.20 During the seven-month period June-December
1982, the increase in aggregate deposits at Rs,5,626
crores has surpassed that achieved during the
corresponding seven-month period of 1981 (Rs,4,730
crores), Even so, the increase in during the
calendar year 1982 turned out to be over Bs,700 crores
less than the increase in 1981, i.e., at Rs.6,548
crores in 1982 as compared with #s,7,223 crores in

1981, (Table 2.5).
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Table 2.5: Growth of Bank Deposits
(Calendar Year Period)

(Rupees, crores)

Per%od 1980 1981 1982
(1) (2) (3) (4)

Ooutstanding at end
December of preceding
year 31,463 36,900 44,123

Increase during

Januvary - May +1,169 +2,493 + 922
June - December +4,268 +4,730 +5,626
January - December +5,437 +7,223 +6,548

+(17.3) +(19.6) +(14.8)

(Figures in brackets represent percentage increases)

In percentage terms, the rate of expansion in aggregate
deposits slackened to 14.8 per cent in 1982 as compared

to 19,6 per cent in 1981 and 17.3 per cent in 1980,

2.21 However, when we consider the fiscal year period,
the picture improves somewhat., During the first nine
months of the current year (April-December 1982),
aggregate deposits with scheduled commercial banks

expanded by %.6,937 crores or 15.9 per cent as
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compared to Rs.6,504 crores or 17.1 per cent (Table 2.6).
It may be recalled that the expansion during 1981-82 as

a whole got finally depressed and remained at about

15 per cent (or BRs,5,746 crores) because there was an
absolute fall of Rs.389 crores in the final quarter (January -
March) of that year which was associated with (a) the
collection of about Rs.580 crores by the Government in

the months of December 1981 and January 1982 through

its Special Bearer Bonds Scheme, and (b) the situation

of credit stringency faced by industry and trade giving
rise to curtailment of their current account balances,
While assessing the rate of growth of bank deposits
during 1982-83, which is likely to be at about 15 to

16 per cent, that is, almost the same as achieved

during 1981-82, it is necessary to bear in mind that

a perceptible reduction has occurred in the average
inflation rate, as measured by the incresase in Wholesale
Price Index, from about 18.2 per ¢ent in each of the

two successive vear 1979-80 and 1980-81 to 9.2 per cent

in 1981-82 and ~»robably to about 2 to 3 per cent in

1982-83.
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Table 2.6: Month-wise Expansion in
Aggregate Deposits of
Scheduled Commercial Banks

(Rupees, crores)

Month 1980-81 1981-82 1982-83

Outstanding at end-March 31,759 37,988 43,734
of preceding year

Increase in

April + 619 + 628 + 631

May + 254 + 777 + 680
June + 745 +1,156 +1,069
July + 169 + 216 + 474
August + 510 + 432 + 624
September + 428  + 388 + 227
October + 523 + 559 + 606
November + 463 + 268 + 267
December +1,797 +2,080 +2,359
April to December +5,508 +6,504 +6,937

(+17.3) (+17.1) (+15.9)

End-Decembef@ 37,267 44,492 50,671

@ Figures are for December 31, 1982 and thosé for the
corresponding weeks a year ago and two years ago are
for January 1, 1982 and January 2, 1981, respectively.
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2,22 A fuller profile of the deposit accruals
during 1982-83 is not available. The distribution

of incremental deposits betwecn time and demand suggests

that both the types of deposits have experienced
similar rates of increasos during 1982-83 as in the
previous year (Table 2.7). During April-December 1982,
time deposits increased by Rs.5,528 crores or 15.6

per cent as compared with the in . rease of &s,1,409 crores
or 16,8 per cent in demand deposits:; in the previous
year, the rates of increase in these two types of
deposits were similarly identical: 16.4 per cent in

time deposits and 15.2 per cent in demand deposits.

Table 2.7: Increase in Demand and Time Deposits:
Fiscal and Calendar Year Periods

(Rupees, crores)

Period Demand Time Total
April-December

1980-81 + 820 +4,321 +5,141
(12.3° +(17.2) +(16,.2)
1981-82 +1,18: +4,952 +6,135
+(15.2°  +(16.4)  +(16.1)
1982-83 +1,40¢° +5,528 +6,937
+(16.8" +(15.6) (15.9)

January-December
1980 +1,178 +4,259 +5,437
+(18.7) +(16.9) (17.3)
1981 +1,5.8 +5, 705 +7,223
+(20.3) +(19.,4) +(19,6)
1982 + 816 +5,732 +6,548
+( 9.1) +(16.,3) (14.8)




2.23 Distribution of bank deposits by current,
savings and fixed deposit categories provisionally
avalilable up to October 1982 further suggest that

the cumulative expansicns in all the three categories
of deposits during the current year particularly
since June 1982 have kept very close pace with the
similar cumulative expansions during 1981 (see
earlier Table 2.4). In terms of the rate of expansion
since the beginning of the current fiscal year (or

that of the calendar year), the performance has been

the best in fixed deposits followed by savings

accounts;

2.24 The sharp setback to deposit growth particularly
during January-March 1982 was partly attributable to

certain pclicy changes including, inter alia, the sharp

rise in reserve ratios (CRR and SLR) bv an aggregate
of approximately 3 percentage points ¢f the deposit
liabilities of banks; this required a ~zhange in the
components of reserve money. Superimposed on this
measure was the shrinkage in reserve money itself which
rapidly put the banking system in a l-.quidity bind.

The emergence of large defaults in th2 maintenance of
reserve requirements and the consequerit sharp cut<back

in credit expansion were rapidly reflected in a
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virtual petering out of the growth of bank decposits.,
With the easing of the reserve ratios in the early
months of the financial year 1982-83, the rectification
of defaults in reserve requirements and the resurgence
in the growth of reserve money, there has been a sharp

increase in the pace of deposit growth,

2.25 During April-December 1982, net RBI credit

to Government expanded by Rs.2,666 crores as against

an increase of Rs,1,368 crores in the comparable period
of 1981 (Table 2.8). Depletion in foreign exchange
assets was of a lower order at Rs,1,171 crores during
April—December 1982 against Rs.,1,679 crores last year,
As a result, there was a sizeable increase in currency
with the public: Rs.1,291 crores against only Rs.,113
crores, The 'reserve money' expansion was more
phenomenal: Rs.2,027 crores in contrast to an absolute

fall of ®s.255 crores..
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Increcases in Key Monetary Aggregates

(Rupees,

crores)

March 27 March 26

Aggregates to to April-June
January December
1 31
1981-82 1982-83 1981-82 1982-83
(1) (2) (3) (4) (5)
1. My 1,343 2.726 789 1,534
—_ (+5.8) (+10.9) (+3.4) (+6.2)
(i) Currency with the 113 1,291 474 1,075
public (+0.8) (+ 8.9) (+3.5) (+7.4)
2. Net bank credit to 2,493 3,701 1,611 2,525
Government (+9.6) (+12.0) (+6.2) (+8.2)
(i) RBI credit 1,368 2,666 835 1,022
3. Net bank credit to 6,460 5,230 1,468 809
commercial sector
4, Net foreign exchange (=)1,679 (=)1,171 (=)527 (=)271
assets of banking
sector o
5. Reserve Money -255 2,027 269 644
C. An Overall Assessment
2.26 The policy induced changes in aggregate liquidity

have played, as indicated earlier, a sicnificant role

in affecting deposit growth in both the phases described
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above, It is also now evident that among the non-bank
financial savings media, the debenture capital of private
sector companies as well as public deposits, which
attracted a sizeable amount of household savings during
1981-82, would be unable to maintain the tempo of growth
because of the general slow-down in the pace of growth
of the industrial sector. Therefore, a part of the
deposit accruals in savings and fixed accounts in the
current year could possibly be described as being in the
nature of 'precautionary! balances, which considering the
intepest rate differentials, could again be diverted to
debenture and such other long-term financial savings
instruments. fhe once-and-for-all measures like

the Special Bearer Bonds and the UTI's Special Unit
Scheme, 1982 are not available during the current .
year, The Government's Capital Investment Bonds and
Social Security Scheme are available but on tap and
eventually in the. last guarter of the year, the same

may fetch more subscriptiong to take advantage of the
tax concessions. Availabla data suggest that upto the
end of December 1982, the collections under the Capital

Investment Bonds have aggregated about Rs.60 crores,



37

It must also be born= in mind that the yields on the

Capital Investment Bonds would be highest in respect

of those who belong to high-income brackets and who

also have to pay wealth tax as well as gift tax.

Nevertheless,
under some of
that beyond a
and liquiaity
differentials

savings media

the continued increases in the collections
the attractive Postal instruments suggest
limit determined by appropriate safety
considerations, the interest rate

between baﬂk deposits and nther financial

have been disturbed, thereby generating

a tilt against bank deposits.
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CHAPTER 3

Growth and Relative Importance of
Alternative Financial Savings
Instruments

3.1 This chapter attempts a comparison of the growth
of bank deposits with that of alternative financial
savings media. In attempting a critical assessment of
the relative growth of various financial instruments,

it is necessary to bear in mind the differential
advantages each one of them enjoys vis-a-vis the other

in regard to interest rates, term stricture, and fiscal
benefits., A comparison of interest rates, tax incentives
and other benefits effered on all types of financial
assets including bank deposits is presented in Appendix V.
Also, the nature of differences that exist in the fiscal
provisions regarding tax deductibility at source in
respect of interest or dividend income earned from

various financial assets is described in Appendix VI,

3.2 The principal financial savings instruments which
compete with commercial bank deposits are : (1) Postal
savings, (ii) deposits with co-~operative institutions;
(iii) company deposits and debentures, and (iv) units
of the Unit Trust of India (UTI). The Group has also
examined the Special Bearer Bonds Scheme, the Capital

Investment Bonds and the Social Security Certificates
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introduced in the last Budget. The nature of their
yield and fiscal advantages enjoyed by them have also

been discussed in Appendix V,

Postal savings

3.3 The amount of Postal deposits under various
certificates and other saving schemes are presented in
Table 3.1. Total Postal deposits including those under
uncurrent series as a proportion of commercial bank
deposits steadily declined from 37.4 per cent in 1970-71
to 22,5 per cent in 1981-82. The compound gfowth rate of
Postal savings and certificates during the eleven-year
period from-1970-71 to 1981—82 works out to 14.5 per cent*
per annum as against 20.0 per cent for the deposits with

the scheduled commercial banks.

3.4 It may be noted that despite higher rates of
interest and tax benefits, the overall growth of Postal
savings and certificates during the past 11 years has
lagged behind the rate of growth of commercial bank

deposits, This is by and large true even of 1981-82

*If the uncurrent series are excluded, the growth rate
for postal savings works out to about 20,0 per cent for
the eleven year period. But, a part of these increases
is also attributable to higher investments in Postal
savings by non-Government provident funds.
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TABLE - 3.1: ACCUMULATTONS UNDER POSTAL SIVINGS MEDIA
(Rupees, Crores

Year end Post Cumulative Post Post Office Total
Office Time Deposits Office Time Deposits Deposits
Savings Total of which Recurring Total of which
Bank 10 year Deposits 5 year
———._.Deposits . - —_—
2 3 ! T 6 ) 8
1970-71 990 115 47 1 77 69 1,183
1971-72 1,046 134 58 8 227 186 1,416
(+5.7) (+16,5) (+7C0,0) (+194.8) (+19.7)
1972-73 1,107 147 69 23 194 403 1,771
(+5.8)  (+9.7) (+137.5) (+117.6) (+25.1)
1973-74 1,252 164 82 47 809 641 2,272
(+13.,1) (+11.6) (+104.4) (63.8) (+28,.3)
1974-75 1,221 176 100 78 1,097 861 2,571
(=2.5)  (+7.3) (+66.0) (+35.6) (+13.2)
1975-76 1,475 185 116 108 1,415 1,154 3,183
(+20.8) (+5.1) (+38.5) (+29.0) (+23.8)
1976=77 1,537 191 137 116 1,729 447 3,607
(+‘/—I’o2) ('}'409) (':35.2) (':'22.2) (+13¢3)
1977=-78 1,677 209 162 189 2,056 1,797 4,130
(+9.1) (+7.8) (+29.5) (+18.9) (+14.5)
19786-79 1,850 238 199 246 2,443 2,269 4,777
(+10.3) (+13.9) (+30.2) (+18.8) (+15.7)
1979~30 2,036 281 246 317 3,020 2,898 5,658
(+10.1) (+19.3) (+28.9) (+23.6) (+18.4)
1980-81 2,334 341 307 381 3,576 3,460 6,632
(+1%.6) (2041) (+20.2) (+18.4) _ (+17.2)
1981-82 2,311 395 364 129 4,245 4,105 7,410
(+0.3) (+15.8) (+12.6) (+18.7) (+11.7)
1982-83 2,293 110 3381 476 4,438 1,288 7,617
_ (=2.1)  (+3.8) (+11.0) (+4.5) (+2.8)

Cont..



Table 3.1 (Contd. )

L—"”"' B CERTIFICATES

'Ef??——gagiig 22;é§2§£ ga%?i;ﬁ?iiiigiiates Total

cates IT to V VI VIT

Issues Issue Issue -
S S St T T
1970-71 92 - - 92
1971-72 188 - - 138
1972-73 263 - - 263
1973=74 320 - - 320
1974-75 377 - - 377
1975=76 %55 - - 455
1976--77 542 - - 542
19777-73 63% - - 635 +
1978-79 890 - - 892 +
1979-80 1,176 - - 1,179 +
1930-~81 1,108 - - 1,412 +
1981-82 1,3%2 560 101 2,016 +
1982-33 ‘_1,5034 966 159 L 2,438 £

Cont..e.
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Table 3.1 (Contd. .)

Column ld4as Columnuzg

part of the Small Savings or postal savings media.

+ Includes National Saving Annuity Certificates.
Figures in brackets represent percentage increases over the
previous year.

£ Includes National Saving Annuity Certificates and

Social Security Certificates.

“Year end Public Total Total Total |
Provident Current uncurrent Current & percentage as per -
#und Serics 8cries uncurrent of Schedul- centagedf
Scheme Series ed Commer- Scheduled
1960% (14+15) cial Bank Commercia
Deposits Bank
. quositst
13 14 15 16 17 18
1970-71 5 1,230 947 2,227 21.5 37.4
1971=72 7 1,610 354 2,464 22,6 34.6
(+25.83) (+10.6)
1972-73 11 2,045 763 2,808 23.0 32.7
(+27.0) (+11.0)
1973=74 16 2,600 674 3,282 25,6 32.3
(+27.5) (+16.9)
1974=75 21 2,970 571 3,541 24.9 29.7
(+13.9) (+7.9)
1975-76 33 3,671 573 4,244 25.6 29.6
(+23.6) (+19.9)
1976-77 40 4,188 476 4,664 23.2 25.8
(+14.1) (+9.9)
1977-78 59 4,820 398 5,227 21,7 23.5
(+15.3) (+12.1)
1978-79 9: 5,695 323 6,018 20.9 22.1
(+20.0) (+17.0)
1979--80 1:1 7,010 254 7,264 21.7 2245
(+21.0) (+18.7)
1930-81 200 3,280 207 8, 486 21.7 2243
(+18.1) (+16.8)
1931-82 238 9,734 157 9,846 22.1 22.5
(+17.6) (16.6)
. 1982=-83 217 %QSBO? ‘153 1? 5%2)__
* Dublic ProviZent Fund Scheme,§9 8'does not strictly form a
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as the overall rate of increase of Postal savings
(inclusive of uncurrent series) nevertheless remained
at 16,00 per cent during 1981-82, The new instrument of

6 Year National Saving Certificates (VI and VII Issues)

fetched over R5.670 crores during 1981-82, but it was
partly at the cost of other Postal savings instruments.,

The accruals under the Post Office Savings Bank Deposits,

for instance, stagnated for the first time, those under

Cumulative Time Deposits increased by 15,8 per cent in
1981~-82 against 20.0 per cent in 198(C-81, and those

under Post Office Recurring Deposits increased by 12.6

per cent against 20.2 per cent., However, Post Office

Time Deposits sustained thelr pace of accruals at

18.7 per cent in 1981-82 and 18.4 per cent in 1980-81.

3.5 The experience of 1981-82 shows that the
Postal savings instruments have considerable interest
elasticity. For example, the two issues of 6-Year

National Saving Certificates together attracted over

Rs. 670 crores within ten months of their introduction
during 1981-82, During the current year 1982-83 also,
they are being subscribed at the same rate, the total

collections at the end of September 1982 reaching
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Rse1,125 crores. More significantly, the collection

under the VI Issue of 6-Year National Saving Certificates

were markedly larger at Rs,966 crores as against Rs,159
crores under the VII Issue. Though both these issues
carry the same interest of 12.0 per cent, interest is
disbursed half-~yearly under the VII series, whereas it

is compounded half-yearly and payable at maturity under

the VI series. The compounded rate works out to 17,0

ber cent of simple interest per annum, This reflects the
saéers' preference for higher accumulated yield. Although
it is not possible to precisely identify the factors
responsible for the unprecedented increase in Postal
saviﬁgs, particularly under the VI series, the yield
factor appears to be guite important. The preference for
longer maturity compounded yield is also evident in
household savings in bank deposits where special deposit

schemes with such high long-term earnings are preferred,

Company debentures and deposits

3.6 There was also a remarkable increase in
debenture capital raised by private sector companies
from Rs.31 crores in 1980-81 to Rs,221 crores in 1981-82

(Table 3.2)., The ceiling on the interest rate on



45
Table 3%.2.Company Deposits and Debentures

. , h_ ~(Rs.crores)
_ Non-Banking Company Deposits =~ 7
Year end _Outstandings
Pinancial Non-financial Total (2 + 3) Colmn.(4) as a
companies companies proportion of
scheduled commer-
cial bank deposits
B P - 3. 4, 5.
1970-71 150 - 583 - 1,033 - 17.4
1971=72 211 (+40.7) 986 (+1147) 1,197 (+15.9) 16.8
1972-73 230 (+ 9.0) 1,099 {(+11.5) 1,329 (+11.0) 15.5
1973-74 304 (+32.2) 1,158 (+ 5.4) 1,462 (+10.0) 14.4
1974-175 442 (+45.4) 1,254 {+ 8.3) 1,696 (+16.0) 14,2
1975-76 462 (+ 4.5) 1,455 (+16.0) 1,917 (+13.0) 13.4
1976-77 696 (+50.6) 1,559 (+ 7.1) 2,255 {(+17.6) 12.5
1977-78 750 (+ 7.8) 1,725 (+10.6) 2,475 (+ 9.8) 11.1
1978-79 1,039 (+38.5) 1,854 (+ 7.5) 2,893 (+16.9) 10.6
1979-80 1,308 (+25.9) 2,062 (+11.2) 3,370 (+16.5) 10.4
1980-81 1,418 {+ 8.4) 2,514 (+21.9) 3,9%2 (+16.7) 10.3

1981-82 1,683 (+18.7) 2,903 (+15.5) 4,586 (+16.6) 10.5

Figures in brackets are percentage changes over the
previous year.

(-) lfeans not relevant,

2nd‘page (contd.)
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3.2:Company Deposits and Debentures (Concld.)

(Rs.crores)__

- Fresh Increase Fresh Increase Colmn.(8) ag
debenture in non- debenture in scheduled a proportion
o capital banking capital commercial of Colmn.(9)
Year End raised by ._company plus in- bank .
' ‘private deposits crease in  .deposits
sector nocn-banking
.companies deposits
) Total(6+7)
6. 7- ‘8." . 9. i 10. —_—
1970-T71 T* - - - -
1971=72 18% 164 182 1,169 15.6
1972-73 47% 132 179 1,482 1241
1973-74 17* 133 , 150 1,572 9.5
1974-75 27 234 261 1,751 14.9
1975-76 25 221 246 2,404 10,2
1976-77 43 338 381 3,720 10.2
1977-78 38 220 258 4,166 6.2
1978-79 42 418 460 5,045 9.1
1979-80 55 477 532 4,981 10.7
1980-81 31 - 562 593 5,874 10.1
1981-82 221" 654 875 5,832 15.0

*¥ Refer to calendar year figures..

(-) lMeans not relevant.
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non-convertible debentures was raised from 12,0 per cent
to 13.5 per cent in March 1981 and further to 15.0

per cent in March 1982, The interest ceiling on
convertible debentures, however, was maintained at

13.5 per cent, As a result, there was a spate of
debenture issues during 1981-82 and the most popular
were the convertible debentures due to their attractiveness
both because of the access to equity capital together
with relatively high interest rate. Those debentures
which attracted attention were the convertible debentures
of PERA and other big houses. Although the interest rate
was 15 per cent on non-convertible debentures, these were
not successful, It is .not possible to estimate the
impact of debenture issues on bank deposits., However,
some amount of switching of funds from bank deposits
cannot be ruled out. Mcoreover, due to better terms,
debentures will compete with bank deposits, particularly
with the development and strengthening of a secondary

market for tnem.,

3.7 Company deposits are also known traditionally
to compete with commercial bank deposits. With the

decision to retain the existing ceiling of 35.0-per cent
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on company deposits and with the fixation of a ceiling
rate of 15 per cent on interest payable on such deposits
for three years' maturity effective from April 1981, the
accentance o: deposits by bigger compaﬁies received a
fillip during 19831-82, Precise data on the size of such
deposits and on the types of such deposits (public
deposits, exempted categories, etc.), are not available
beyond 1980-81.* Estimates attempted by the RBI suggest
that the total of such deposits accepted by financial
and non-financial companies as a percentage of commercial
bank deposits, which had steadily declired from 17.4

per cent in 1970-71 to 10.3 per cent in 1980-81, edged
up slightly to 10.5 per cent in 1981-82 (see Table 3.2);
if deposits to the tune of about Rs.106 crores accepted
by the public sector companies and corporations during
1981-82 are also included, this proportion would increase

further.

UTI Units

3.8 Table 3.,3(A) presents information on various

unit schemes through which the Unit Trust of India (UTI)

* In Appendix VII, sample data on interest range-wise
and maturity-wise classification of deposits accepted
by financial and non-financial companies are presented.
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5 Table 3.3(A):Sales and Repurchases of Units
s . (Rs. crores)
fear Unit Scheme 1964 Unit Scheme 1971 Unit Scheme 1976
(July- (Unit Linked
June{ Insurance Plan)
Sales Repur- Qut- Sales Repur- Out- ‘Sales Repur- Out-
chases stand- chases stand- chases stand-
ing as ing as ing as
on June on June on June
30 30 30
1. 2. 5. 1. 5. 6. 7. 8. _ _ 9. 10,
1970-71 18.00 3.19 92.25 - - - - - -
1971=72 15.08 2.60 1C4.70 0.03 - 0.03 - - -
(Oct.- (Oct.-
June) June)
1972-73 23.04 3.00 124.80 0.13 - 0.16 - - -
1973-74 30.31 3.70 151.40 0.33 - 0.49 - - -
1974-75 16.74 20.36 147.83 0.49 0.01 0.98 - - -
1975-76 20.77 10.95 157.64 0.73 0.02 1.68 Te47 - T.47
1976"'77 33-51 7080 183035 1007 0003 2-73 - 0020 7-27
1977-78 7T70.86 10.86 243%.36 2.41 0.05 5.09 - 0.32 6.95
1979-80 48.93 13.76 365.48 8.92 0.20 19.13 - 0.45 6.28
1980-81 39.66 15.36 389.78 12.44 0.41 31.16 - 1.87 4.41
1981-82 65.15 21.70 43%.23 16.00 1.29 45.87 - 4.41 -
1982-83 52.23 6.57 N.&4&. i5.24 - N. A4, - - -
(Upto
Dec.82)
N.4. :- DNot Available.

k 2nd page (contd.)
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Table 3.%(4):Sales and Aepurchases of Units {(Concld.)

(Rs.crores)

" Scheme for Charitable and Income Unit Scheme 1982
religious Trust and Regis-
tered Societies (CRI3-1981)

Sales giggg; gé%:ggzgn Sales Sﬁg:gg ;E%:;gzg;

1 Le. 3. 4. __15: 16>
1970-71 - - - R ) i
1971-72 - i i ) ) ]
1972-73 - _ _ ) ] ]
1973-74 - - i ) ) ]
1974-75 - i B ] ] ]
1975-76 - - o i ) ]
1976-77 - _ _ i ] ]
1977-78 - X i ) ] ]
1978-79 - - N ) ) ]
1979-80 - } i ) ] ]
1980-81 . _ ) i ] ]
1961-62 9+18 B 916 67.91 = 67.91
oe>  * - . : : :
Dec.81)
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has been mobilising savings, and Table 3,3(B) gives the
growth of total amount of units outstanding and other
related data. The total amount mobilised by UTI in net
terms aggregats< 8,131 crores during 1981-82 against
Rs.34.5 crores during 1980-81 /Table 3,3(B)7: amount
mobilised in 1981-82 was the highest mobilised by the

Trust in any year so far.

3.9 The Unit Trust of India has stepped up the rate
of dividend for 1981—82 to 12.5 per cent from 11.5 per cent
under the Unit Scheme 1964 and to 9.5 per cent from

8.75 per cent under £he Unit Scheme 1971. The scheme

for Charitable and Religious Trust and Registered
Societies (CRTS-81) also offered 12.5 per cent dividend
for 1981-82, A new Income Unit Scheme was opened for
sale in May 1942 for two menths, The dividend offered
under this scheme is to gradually rise from 12.0 per cent
to 13.0 per cent per annum and payable on a half-yearly
basis. About Rs.67 crores were collected under the

scheme within a brief period of two months.
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(Rs.crores)

—_—

Year Units Sold Units Re- As at the end of June
(July-June) (Face Value)purchased Units Out- Investible Investmen
(Face Value)standin- Funds in shareg
(Face Value) debenture
1. 2. 3, 4. 5. 6. _
1970-T1 92.3
1973-74 30.3 3.7 151.4 1721 147.5
1974-75 17.2 20.4 148.8 170.0 151.9
1976=-77 34.6 8.C 193.3 214.4 1771
1978-79 101.5 9.6 347.5 402 .4 219.8
1979-80 57.9 14.4 390.9 467.0 254.9
1981-82 158,2 27.4 556.2 679.3 361.0
1982-83% 71.9 6.6 - - -
(Dec.82)

@

Covers Unit Schemes 1964,

Income Unit

Scheme 1982.

1971 and 1976, and CRTS - 1981 and
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Table 3.3(B):Trends in Operations of the U.T.I.@ (Concld.)

(Rs. crores)

Divident Rate Inc ome Rate of
1964 1971 CRTS Units yield
Scheme Scheme 1981 Sc heme (1964
Scheme)
_ 7. 8. ER 10. 1.
1970-71
1971-72 8.25 7.00
1972-73 8.50 7.00
1973-74 8.50 7.00
1974-75 8.50 7.00
1975-76 8.75 7.00
1976=77 9.00 8.00 -
1977-18 3.00 8.00 - 7.96
1978-79 9.00 8.00 - 7.67
1979-80 10.00 8.50 - 8.56
1980-81 11.50 Be75 - 9.62
2981-82 12.50 9.50 12.50 10.30
1982-83 - - - -
(Dec.82)

@ Covers Unit Schemes 1964,
and Income Unit Scheme 1982.

1971 and 1976, and CKTS - 1981
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3.10 The investible funds of the UTI are invested in
shares and debentures and in company deposits. Some
amount is also put in short-term deposits of banks. The
UTI was set up essentially as an institution for
inculcating equity cult among the middle income and fixed
income groups and thus to strengthén the capital market
in the country. It is appropriate that a pre=dominant
part of its investment should be in company shares and
debentures, particularly shares. The dividend it offers
to the unit holders should be determined on the basis of
its earnings from such investment outlets. However, the
bulk of its funds are deployed inﬁo company deposits.
Attracting funds from investing pﬁblic at pre-determined_
rates of interest in certain scheﬁes and making them
available to companies through company deposits thus
competes with commercial banking functions and also
constrains the achievement of the-objectives of monetary'
policy. The UTI's role in mobilising additional savings
in the context of its role in strengthening the capital
market, cannot be questioned. Nor can there be any
objection to its declaring attractive dividends based on
its profitability. However, the schemes with pre-

determined and assured rates of interest at 12.0 per cent
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to 13.0 per cent with adequate security and fiscal
benefits often encroach upon the availability of funds

to other financial institutions including bank deposits.

Co-operative deposits

3.11 Co-operative institutions are allowed to offer
higher interest rates as compared with the commercial
banks. This is intended to enlarge the flow of funds to
.these institutions. Even so, available data suggested
that the growth of co-operative bank deposits also
suffered a setback during 1981-82. The growth in these
deposits was 14,0 per cent in 1981-82 compared witn

22,2 per cent during 1980-81, Significaptly, the
proportion of co-operative deposits to deposits with
scheduled commercial banks has declined over the years
albeit gradvally from 10.6 per cent in 1970-71 to

9.5 per cent in 1980-81 and further to 9.3 per cent in
1981-82. The compound growth rats for co-operative
deposits for the eleven year period 1970-71 to 1981-82
works out to about 18.6 per cent as against 20.0 per cent
for the deposits with scheduled commercial banks. In the
case of co-operative deposi£é, it would thus appear that

higher interest rate does not neutralise other
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ratle 3.4 Aggregate Deposits with the Co-operative Sector

(Rs.crores)

Demand Deposits

—

Year/Iten State Central Salary Urban Total
Co-o0D. Co-op. Tarners Co=-o0p. (2+3+4+5)
Banks panks Societies Banks
1. 2. 3. 4, 5 6.

Last Friday

of March

1970-71 49 169 6 51 (235

1971-72 66 194 1 49 310
(+12.7)

1972-73 73 260 7 74 414
(+33.6)

1973-74 87 294 7 89 477
(+15.2)

1974-75 82 320 8 104 514
(+7.8)

1975-76 883 343 11 116 558
(+8.6)

1976=-77 113 431 9 1353 686
(+22.9)

1977-178 156 489 11 154 810
(+18.1)

1978=79 163 612 15 223 1,013
(+25.1)

1979-80 161 746 16 285 1,208
(+19.3)

1980-81 195 934 19 387 1,535
(+27.1)

1981-82 2235 996 22 459 1,700
(+10.7)

Last Friday

of May

1981-82 211 970 20 414 1,615
(-2.3)

1982-83 273 1019 23 483 1,798
(+12.3)

k

2nd page (contd.)
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Table 3.4:Agzregcate Deposits with the Co-operative Sector (Coneld.)

(Rs.crores)
Co-operative

-—

Time Deposits

State Central Salary Urban Total Total sector Deposits
Co-0p. Co-op. Earners Co-op. (7+8+9+ Depnsits as % of Scheduled
Zanks Banks Socie- DBanks 10) (6 + 11) Commercial Banks
ties Deposits*
- 7. 8. 9, ___10._ ___11. 12. 13,
Last Friday
of March
1970-71 88 167 13 83 ?5; %2? 10.9
1971-72 97 185 8 94 384 , 69 9.8
(+9.4)  (+10.9
1972=73% 115 231 22 124 492 906 10.5
(+28.1) (+30.5)
1973=74 138 277 <19 153 587 1,064 10.5
(+19.3)  (+17.4)
1974=75 160 309 21 185 675 1,189 10.1
(+15.0) (+11.8)
1975-76 182 361 30 216 789 1,347 9.5
(+16.9) (+13.3)
1976-77 239 492 36 267 1,034 1,720 9.8
(+31.1)  {(+27.7)
1977-78 271 567 39 293 1,170 1,980 8.9
(+13.2) (+15.1)
1978-79 331 679 44 382 1,436 2,449 9.1
(+22.7)  (+23.7)
1979-80 408 177 52 486 1,723 2,931 9.2
(+20.0) (+19.7)
1980-81 428 940 58 620 2,046 3,581 9.5
(+18.8) ( 22.2)
1981-82 444 1,066 64 766 2,340 4,040
last Friday (+14.4)  {( 12.8)
f May
1981-82 482 977 58 651 2,168 3,783 9.5
1982-83 459 1,09 66 790 2,406 4,204 9.3

N —

*

Note:-This tabvle does not cover deposits mobilised by primary
agricultural credit societies as also by all non-credit

For Scheduled Commercial Banks also,
have been used for this table.

societies.

last Friday figures
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disadvantages vis-a-vis commercial bank deposits and

other alternative form of savings.

Special Bearer Bonds

3.12 one of the factors .responsible for affecting
deposit growth aﬁring 1981-82 was the  scheme of Special
Bearer Bonds, 1991 which was introduced in February 1981
with a view to canalising unaccounted money into productive
purposes., The Bonds issued at par have a face value of
Rs.10,000 and a maturity period of 10 years, the holders
will be entitled to receive Rs,12,000 implying an annual
compound yield offl.84 per cent. There was no limit

of inv;stment nor could gquestions be asked about the
source of money. The scheme was completely independent
of the tax system; the value Qf the Bonds stood exempt
from wealth tax, their transfer would not attract capital
gains and gift taxes‘and their.bremium income on
redempﬁion will be free from income-tax., The Bonds are

freely transferable,

. The sale of Special Bearer Bonds, which began
on February 2, 1981 was suspended on May 1, 1981

because of legal hurdles; it was resumed and kept on .
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tap from December 1, 1981 to January 9, 1982 following
the judgement of the Supreme Court validating the

scheme, Total sales amounted to Rs,963.93 crores of which
R5.88.67 crores were realised in 1980-81. Receipts during
1981-82 amounted to ®.875.26 crores against the budget
estimate of R3,800 crores. The bulk of the amognt - as
much as ks.580 crores - was collected in the second phase

of its sale.

Capital Investment Bond

3.13 The Central budget for 1982-83 introduced two
new instruments of savings to what it called, "mobilise
private savings for public use". The first is the
Capital Investment Bond. These bonds will have a
maturity of ten yea&s and carry an interest rate of

7.0 per cent, free of ircome tax. This will also be
exempt from wealth tax, and upto Bs.10 lakhs in the case
of their first holder from gift tax. The bonds are
available on tap and purchasers will have to duly account
for these investments. To;al sale of these bonds has
amounted to .60 crores upto the end of December 1982,
It is visualised that the sale would pick up in the last
quarter of the year, The budget has visualised a

collection of Rs.250 crores during 1932-83,
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Social Security Certificate

3.14 The second instrument 1s Social Security
Certificate designed for small savers. Under the Scheme,
an individual between the age of 18 and 45 can invest
upto Rs.5,000 which -vill "triple in 10 years, thus providing
a compound interest rate of 11.61 per cent. In addition,
the certificate will provide social security to the
holder's family, that is, in the event of his demise,
his ' nominee or legal heir will become immediately
entitled to the full maturity value of the certificate,
Thus the certificate has a 'life insurance' character
and it may offer competition to life business of thé”
Life Insurance Corporation of India (LIC). But as the
payment is to be made in lump sum, the growth of bank
deposits may also be affected., Available information
suggests that the sale of certificates so far has been

meagre at Rs.5 crores upto end-October 1982,

3.15 The Special Bearer Bonds Scheme was an
once-and-for all measure; the Capital Investment Bond and
the Social Security Certificate scheme have been started
in the current year; these do not figure in the tabular

data presenced in this chapter,
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An Aggregative Picture

3.16 The total outstanding of financial assets

held in the form of four key instruments, namely, Postal
savings, co-operative deposits,* company deposits and UTI
‘units were about Rs.19,000 crores at the ?ﬁ@_?f 1981-82
comparéd with Rs.43,820 crores held in bank deposits,
For..the eleven years 1970-71 to 1981-82, thé compound
growth"rate of those non-bank assets works out to 15.3
per cent. It may be noted that the total dﬁtstandings

of those financial instruments.was about twé-thirds of
the debosits with;the scheduled commercial banks in
l970-7i. This proportion persistently declined and regched
43.4 ﬁer cent in 1978-79; thereafter this proportion 1is
sustained (Table 3,5). As a percentage of GDP at currént
market prices, the total of these instruments improved-
moderately from a little less than 10 per cent in

1970-71 to 13.3 per cent in 1981-82, In cqntrast, the
comparable percentage of commercial bank deposits to

GDP shot up from 14.8 per cent to 30.6 per cent,

*Co-operative data are included here only because they
enjoy certain interast rate advantages; it is not the
intention of the Working Group in any way to imply that
their role is not of the .same genre 3is that of the
commercial banks. ' a
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fable 3.554 Summary Picture .f ey Financial 4Assets (Concld.)

_(Rs.crores)

Aggregate Gross Domes-Col.(6)as Col.{(6) as Col.(7) as
Deposits of tic product Percentage Percentage Percentage
Scheduled (4t Current of Col.(7) of Col.(8) of Col.(8)
Coamercial vrarket

Banks ++ Prices)
7. 8. 9, _10. 11,

1970-T71 5,347 40,263 66.9 9.8 14.8

1971-72 (751%% 43,356 62.7 10.3 16 .4
1 » . . !

1972=-73 ,8,398> 47,865 60,1 10.8 18.0
\1+20.1

1973-74 10,170 58 , 940 58.6 10,1 17.3
(+18.3)
(+17.2)

1975-76 14,325 74,084 53.6 10.4 19.3
(+20.2)

1976-=T77 18,045 80,341 48.9 11.0 22.5
(+26.0)

1977-78 22,211 90,096 44.7 11.0 24.7
(+23.1)

1978-79 27,256 97,444 43%,0 12.0 28.0
(+22.7)

1979=-80 %2,237) 106,151 43.3 13.1 30.4

18.3

1980-81 3%, 114(37,988)125,675 43.1 13.1 30.3
(+18.2) ‘

1981-82 43,820 142,987 43.4 13.3 30.6
(+15.4)

++ Data as on iMarch 31 except bracketed fizures which are

for last Friday.
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4 Summary Picture of Key Financial Assets

(Rs.crores)

— Co-operative Aggregate Small Units of Total
Sector Deposits  Savings + U.T.I. ¢ (2+3+4+5)
Deposits@ with Non-
Banking
Corporate
Sector@w
7 2. 3. 4, 5% 6.
1970-71 626 1,033 2,227 92 3,978
1971-72 694 1,197 2,464 105 4,460
(+10.9) (+15.9) (+10.6) (+12.1)
1972-73 906 1,329 2,808 125 5,168
(+30.5) \+11.0) «+14.0) (+15.9)
1973=74 1,064 1,462 3,282 151 5,959
(+17.4) {(+10.0) (+16.9) (+15.3)
1974-75 1,189 1,696 3,540 149 6,574
(+11.7) (+16.0) {(+ 7.9) (+10.3)
1975-76 1,347 1,917 4,244 167 7,675
(+13.3) +13.0) (+15.9) (+16.7)
1976-77 1,720 12,255 4,664 193 8,832
(+27.7) {(+17.6) (+ 9.9) (+15.1)
1977-78 1,980 2,475 5,227 255 9,937
(+15.1) {(+ 9.8) (+12.1) (+12.5)
1978-79 2,449 2,893 6,018 348 11,808
(+23.7) (+16.9) (+17.0) (+18.8)
1979-80 2,931 3,370 7,264 391 13,956
(+19.7) (+16.5) (+18.7) (+18.2)
1980-81 3,581 3,932 8,486 425 16,424
(+22.2) (+16.7) {+16.8) (+17.7)
1981-82 4,023 4,586 9,846 556 19,011
(+12.3) (+16.6) (+16.0) (+15.8)

@ Includes deposits with State Co-operative Banks,
Societies, Urban Coe-operative Banks & Central Co~operative banks.

@@ based on the survey conducted by the Department of Non-Banking
Companies.

+ Smwall Savings consist of rYost Orrice Saving Recurring & Time
Deposits 7 year National Savinz Certificates II to V Issues,
6 year certificates and rublic Provident Fund Scheme cf 1968.

£ Data are at end-June each year.

Salary Earners®
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3.17 The annual flows of fresh accretions under all
financial assets including those under private sector
débentures£ are summarised and-presenféa in Table-BJé.

The total incremental accruals under tbese assets as a
proportion of incremental“bank deposits fluctuated from
year to year during 1970-71 to 1979-80 but between 1980-81
‘and 1981-82, the proportion increased'from 42.5 per cent
to 48.1 per cent. If the collection under the Special
Bearer Bonds, and bonds and debentures floated by the
public sector companies and corporatiqns are also included,
this proportion would go‘up-fprther, indicating a poésible
shift in favour of these instFuments.' Among the

financial assets which experienced more pronounced

gains are the new Postal certificates, convertible
debentures of companies and the UTI's new Unit SEbeMé

of 1982. Availability of certain new savings

instruments with highly attractive yield and with

similar features of.sécurity and risklessness as

associated with bank deposits attracted savers to

£ In addition, the public sector bodies obtained about
Rs.106 crores during 1981-82 and Rs.26 crores during
1982-83 (upto June 1982) as public deposits; the
outstandings of such deposits by about 13 public sector
companies or corporations stood at Rs.183 crores in
June 1982,
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; Table 3.6:Annual Accretions under {ey Financial Assets
(Rs.crores)
- Annual Accruals +
Co- Non- Small Units Fresh Total Schediiled Cecl.(7)
opera- Bank- Savings of Deben- 2+3+4 Commer- as Pro-
tive ing Unit ture +5+6 cial portion
sector Company Trust Capital Bank of Col.
Depo- Depo- of Raised Depo- (8)
sits sits india sits
1. 2. 3. 7. 5. 0. 7. 8. g,
1970-71 - - - - - - - -
1971-72 68 164 2357 13 18 500 1,169 42.8
1972=73 212 132 344 20 47 155 1,482 50.9
1973-74 158 133 474 26 17 808 1,572 51.4
1974-75 125 234 259 (-)2 27 643 1,751 36 .7
1975-76 158 221 703 18 -25 1,125 2,404 46,8
1976=-77 373 338 420 26 43 1,200 3,720 32.3
1977-78 260 220 563 62 38 1,143 4,166 27 .4
1978-79 469 418 891" 93 42 1,913 5,045 37.9
1979-80 482 477 1,146 43 55 2,203 4,981 44,2
1980-81 650 562 1,222 34 31 2,499 5,874 42.5
1981-82 442 654 1,360 131 211 2,808 5,832@ 48,1

+ Data are at the end of 31st iarch.
@ As on last Friday of uarch.

- Yeans not worked out.
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invest in these instruments, It“;oﬁid be”interesting
to,énalyse the short and long run impact of these new
instruments on the generation of additional aggregative
savings and the extent of switching from other existing
alternatives including bank deposits. The available data
for 1981-82 indicates that atleast in the short run some
of the instruments did adversely affect the growth of

bank deposits,

'

3.18 It may also be noted'that until recently

yield differentials of the non-banking savings instruments
had not affgcted commercial bank deposits, The proportion
of savings in non-banking financial instruments to the
total have consistently declined. This has merely been
the result of two factors: first, despite the gradual
improvement.in the yields and incentives, certain

special characteristics of bank deposits in India such

as, security and riskleséﬁééé; liquidity, convenience,

and above all, ‘'social security' character, have

sustained the attractivéness of bank deposits as

compared with other financial assets: secondly the

relative attractiveness of bank deposits rates vis-a-vis
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the rates of interest on non-bank financial assets was

by and large maintained. The Group noted that banking
system spread over the entire country is expected to play
not only a catalytic role in the achievement of greater
monetisation and inculcation of better banking habit, but
also function as promotional and finmancing agencies in the
achievement of nationally accepted socio-e€conomic
priorities, Targets have been set for the deployment of
bank credit to priority areas including small production
units, small business, village artisans, medium, small
and marginal farmers. Special responsibilities have also
been placed on the banking system under the Integrated
Rural Development Programme (IRDP) during the Sixth Five
Year Plan period. For achieving these responsibilities,
there has to be a sustained growth in bank deposits which
form the necessary resources for the continued increase
in their diversified lendings. It is also recognised
that other forms of savings have to be encouraged to
raise the overall saving in the country. It is,
therefore, necessary that taken together, all the
instruments generate additional saving in which some

degree of competition is unavoidable and may even be



68

desirable. However, there shQuld be a conscious attempt
to minimise costly competiltion particularly if it is for
the given amocunt of domestic savings. This will call
for co-ordinated approach for maintaining a relative
balance betiween yield rates on banks deposits and those
on other fixed interest-bearing financial assets and an
appropriate machinery should be set up to perform this

task.
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CHAPTER 4

A Review of the Interest Rate Structure
Relating to Bank Deposits and Other
Savings Instruments

4.1 It has been argued in the previous chapters
that considering the role assigned to the commercial
banks as pivotal institutions for mobilising savings
from different sections of the community as well as
for dispensing finance for varied developmental and
socio—economié purposes, 1t is imperative that their
capacity to sustain a high rate of deposit growth is
not in any way impaired. The moderation in the rate
of inflation, the slower pace of monetary -expansion
and particularly the slower growth of 'reserve money*
in the past year have contributed to the deceleration
in bank deposits growth. While a slower pace of
deposit growth attributable to these factors is
understandable, what is of severe concern is that
with a sharp upward revision of interest rates on a
few important non-bank financial saving instruments
such as, company debentures, new series of National
Saving Certificates, some units of UTI, the Capital
Investment Bond, and the Social Security Certificate,
the rates offered on bank deposits have been rendered

out of alignment (for details, see Appendices V and VI).
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4,2 It is recognised that deposits with scheduled
commercial banks carry many advantageous features
which are not available to other financial assets.
Safety, security and liqguidity are the hall-mark of
bank deposits. But, many of those financial instruments
cited above except debentures of private sector
companies are offered by public sector financial
institutions and hence enjoy the same quaiity of
safety and security which bank deposits now enjoy.
Someuéfﬂtﬁeﬁﬁon—bahk instruments such as, the Capital
Investment Bonds, Social Security Certificate, and
some Postal Saving Schemes, enjoy significantly better
fiscal incentives than deposits with scheduled

commercial banks.

4,3 Some debentures floated by private sector
companies (such as, those of VOLTAS, TISCO, and
Kirloskar Brothers) have been declared as 'public
securities' under appropriate legislative provisions.
Though this is primarily intended to enable trust funds
to be invested in such debentures, there is no doubt that

State backing does enhance public confidence in these

instruments., Only company deposits have high risk
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premium attached to .them. There are moreover
guantitative limits on the acceptance of nublic
deposits by companies. Hence, the competition to

bank deposits comes essentially from some savings
instruments floated by Government and from some company
debentures. Thus, there is a strong case for making
necessary acjustments in the rates of interest paid on
bank deposits. This has to be done keeping in view

the cost and profitability of the banking industry.

4.4 The Working Group is, however, consclous of the
need for an integrated approach in this regard. The
Group noted that there are several administered fixed
interest-bearing saving instruments with vdrying degrees
of security and liquidity and fiscal benefits,
Variatiaons in interest rates in one of them affects
the attractiveness of other instruments. It is,
therefore, necessary to take co-ordinated action while
making changes in these rates of interest., However,
in the context of the recent changes in the rates
offered on some of these instrument“s, the Group feels
that an aporopriate upward adjustmants in the deposit

rates of banks is called for. Before designing an
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appropriate interest rate structure on bank deposits,
it is, however, necessary to spell out the guiding
principles relevant for determining the level and term

structure of interest rates for financial savings in

general,
Interest-Elasticity of Sévings
e in India
4.5 There are certain strong analyticél reasons

(a) for not pitching the interest rates on financial
savings very high and (b) for, at the same time,
maintaining a. relative balance between bank deposit
rates and rates on other financial savings media.,
Empirical studies undertaken in Irdia on the subject
of responsiveness of savings to inzerest rate changes
bring out the need for making a digtinction between

(i) the effect of interest rate changes on total
savings of the community, and (ii) that on substitution
between one type of ‘saving and another. In regard to
this substitution also, there is ia turn the guestion
of substitution (iii) between physical assets and
financial assets and (iv) between ane type of financial

asset and another.
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4,6 First, it is found that insofar as total
domestic (or total househbld) saving 1is concerned, the
income variable appears to be having the most dominant
influence. Rates of interest, even when they are found
to be statistically significant, are not guantitatively
that important. This is in conformity with the
experiences of any number of developing countries. 1In
many c<ross-country and time-series anélyses also, the
impact of interest rates on savings is found to be much

less sijynificant,.

4.7 That income and such other variables should
be the ma‘or determinants of domestic saving (or
household saving) rather than interest rate should be
evident from the structure of the economy (a) with
little scope for forgoing consumption for the vast
segments of the population, and 'b) for those who
could forgo consumption, the ma‘or competitors to
financial and productive savings being holdings of
non-procuctive physical assets sugh as, gold and

jewellery, Eﬁil estate, and to sore extent, commodities.
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4.8 This, however, does not mean that the savers

in India behave rather irrationally; far from it,

Nor does it mean that there are no groups who weigh

the trade-off between consuming now and saving for
future., It only means that higher interest rates
cannot generally make people forgo consumption and save
more; nor would tney make people forgo gold or real
estate and save in the form of productive assets. As
we would explain in a subsequent paragraph, the
oprortunity cost of making the latter happen would be

prohibitive and also counter-productive,

4,9 More importantly, the savers do not behave
irrationally in another sense, which is that those
who do save in the form of finanéial assets (bank
deposits, Postal savings, company deposits, and
debentures) are sensitive to interest rate changes.
Since the interest rate reforms in July 1974, the
deposit holders have shown a definite preference for
fixed deposits, and more importantly, within fixed
deposits in favour of those maturing in longer term
periods and earming higher interest rates (sé¢e

Appendix III). The experience of the most recent
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period of 1981-82 and thereafter suggests that with

the sharp upward revision of debenture rates, the rates
on Postal certificates, and those on Units of UTI, there
has been a sharp shift in favour of these instruments

of savings.

4,10 There is perhaps some 'money illusion' operating
in the behaviour of savers in financial assets, In the
past in many years, the normal rate of interest on many
financial assets had not exceeded the rate of inflation.
Nevertheless, the savers in these assets look for a real

rate of interest that is positive,

Policy Implications

4,11 The above results have important policy
implications. First, any sharp increase in interest
rates beyond a reasonable level would not augment
total domestic savings: it would only have the effect
of shifting from one form of saving to another.
Secondly, more damaging effect would be to raise the
cost of all forms of financial intermediation, that is,
the cost of institutional credit in general for all

categories of borrowers, Given their limited ability
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to pass it on to the consumers, the productive units,
whether in agriculture or industry, or in public or
private seétor, would have to bear the increased
interest burden and reduce their cash flow and savings,
Thirdly, if the intention is even to offer stiff
competition to savings in the form of gold and
jewellery, and real estate, the nominal rates of
interest would have to be as high as 20 to 25 per cent
per annum which is the average annual rate at which
their values appreciate; this is unthinkable, It
would have serious welfare implications such as, the
favouring of unearned (rentier) incomes as against
incomes earned through enterprise and dexterity, the
favouring of non-risky assets as against risk capital
(say, equity), and the favouring of those categories
of income earners who derive the maximum benefit from
inflation. The opportunity cost of raising the
interest burden on the economy as a whole beyond a
reasonable point would be very high indeed - in the
form of cutting down investment in the private sector
and also cutting down developmental activities. in the

public sector.
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4,12 With this perception, the Working Group was
against any significant jacking up of interest rates
on bank deposits., At the same time, the Group could
not be oblivious of the fact that bank deposit rates
have been rendered uncompetitive because of the
significant levering up of the rates offered on other
comparable financial instruments, While there was
unanimity in the Working Group on the need to raise
deposit rates atleast to some extent, there were
divergent views on the nature and extent of the
adjustments needed. In respect of the rates on fixed
deposits, the question debated at some length by the
Group, was whether in respect of the rates on fixed
deposits it was the short-end or the long-end of the
maturity scale that needed an upward revision and

whether the rates of interest on savings accounts

should also ke raised.

4,13 Answers to these questiorns essentially
depended on the nature of saver preferences, In this
regard, the Working Group considered the following
aspects. In the distribution of an overall financial

savings by households, there has been a distinct
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shift in favour of long-term savings, which preference is
found to be based on a desire for higher yields. In the
distribution of commercial and co-operative bank deposits,

the proportion of fixed deposits has registered an

increase, particularly after the July 1974 interest rate
changes. This has been essentially at the cost of

current account deposits.* In the case of savings

deposits of commercial banks, the interest-bearing
portion (or time liability portion in monetary statistics)
happens to be the highest (over 85 per cent). A notable
aspect in this regard relates to the transformation in
the maturity pattern of deposits. As shown in State-

ment III.11, over 55 per cent of fixed deposits were for

periods abové 5 years or 68 per cent were for above

3 years, as per data for March 1978. On the basis of the
information collected by the Working Group for the more
recent period, the pre-ponderance of long-term deposits
continues (see Apwendix VIII)*% Within the term deposits,

the ‘'special category' deposits (on which the maximum

*Though this is more a reflection of credit discipline
being enforced, resulting better cash management by
the borrowing parties.

**A set of Special Returns obtained by the Working Group
are tabulated and their results are briefly described
in Appendix VIII,
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number of banks submitted the more recent data)
constitute above 6Q per cent; these are generally
kept for long periods and have the advantage of
compounding interest income. It is because of the
pre-ponderance of these 'special category' deposits
that the term deposits of longer maturities have

acquired greater significance (see Table 4.1).

This revealing feature of fixed deposits gives them,

in addition to security, liquidit?uand yvield, a

'social security! character, thé£'is; the depositor
classess preferring tO'insure'the future income stream
with as high a rate of interest-as possible and
considerations of 'liqdidity' taking a secondary place,
Because of these reasons, the cohpetition for househeld
savings emanates from the non-bank financial assets
essentially at:the longer—énd of the maturity scale

based on yield differentials.
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Table 4.1 : Distribution of Deposits by type

(Rupees, crores)
A. Scheduled Commercial Banks
(Data for 20 sample banks)
Period March March December March June
Type of \\\\\\\\ 1980 1981 1981 1982 1982
Deposit
1) Current 3303 3933 4250 4341 4763
(17.7) (17.4) (16.3) (18.0) (17.3)
2) Savings 4941 6252 7430 6499 7769
(26.4) (27.6) (28.5) (27.3) (28.2)
3) Fixed 10456 12401 14405 12963 15022
(55.9) (54.9) (55,2) (54.5) (54.5)
of which:

i) Special 5434 6737_ 8701 7196 7837
Deposit /52.0/ [54.3/ [56.9/ [/55.57 [52.27
Scheme
Total 18700 22586 26085 23803 27554
(1+2+3) (100.0) (100.0) (100.0) (100.0) (100.0)

Co-operative Banks
(Data for 5 sample banks)
1) Current 41 .46 52.64 49,10 49.47 69.09
( 2.8) (10.6) ( 9.0) ( 8.8) (11.3)
2) Savings 61,75 74 .41 87.86 88.86 92.92
(14.6) (15.0) (1e.1) (15.8) (15.2)
3) Fixed 319,58 369.38 408,47 424 .57 450.58
(75.7) (74.4) (74.9) (75.4) (73.6)
of which:

i) Special 28.85 37.56 45,55 49.62 54,62
Deposit [o.07  /To.2/7 [Ii.2/ /1.1 [12.17
Scheme
Total 422,79 496,43 545,42 562.90 612,59

(100.0) (100.0) (100.0) (100.0) (100.0)

(1+2+3)

Figures in square brackets represent percentages to fixed
deposits (i.e.., item 3);

Other bracketed figures are percentages to total deposits,
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4,14 The household preference for longer maturity
savings based on higher yileld rates is also evident
from data on Postal savings as well as company deposits.
As shown in Appendix VII, about 90 to 95 per cent of
the public deposits accepted by the non-financial
companies were mobilised at the two highest interest
ranges of 13 per cent and over; there has also been
a firming up of the interest rates on company deposits
between 1980“and 1982, Likewise, in the case of non-
banking financial companies, about 66 per cent of the
total deposits belong to the same highest interest
range. Again, according to the data available on
maturity-wise classification of deposits accepted by
financial companies, over 60 per cent of the deposits
have been for longer maturity periods of over two
years, or nearly 40 per cent for over three years.
This is despite the fact that there are serious
questions of safety and security of funds kept with

non-banking financial companies,

4,15 As 1in the case of other financial assets
described above, in Postal deposits, too, the saver
preference is for recurring deposits and national
saving certificates, all of which are forms of long-

term savings. Also, as explained in Chapter 3, the
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desire for maximising interest income by the facility
of compounding interest is evident in the saver preference

in an overwhelming manner for the VI issue of 6-year

National Saving Certificates which has, since its

inception in May 1931, attracted as much as R,966 crores

against 5,159 crores obtained by the VII issue,

4,16 Based on the above considerations, the Working
Group's judgement was that bank deposits face. competition
from other financial instruments essentially at the longer-
end of the maturity scale based on high interest rate
differentials; there is also a strong 'special security’
premium implicit in household preferences for longer
maturities, Therefore, the Working Group has preferrod

to recommend the reintroduction of the highest maturity
slab at '5 years and above' with a higher rate of

interest than 10,0 per cent paid at the present highest

maturity of '3 years and above'.

4.17 As to the exact rate of interest, the Working
Group considered two proposals:

(i) a rate of interest of 10.5 per cent per annum
compounded at monthly rest instead of the quarterly

rest as at present; and
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(ii) a rate of 11.0 per cent per annum compounded at
quarterly rest, As may be observed from the following
chart, in the former case, a 10.5 per cent rate

compounded monthly would have meant an effective rate

Effective Rates of Interest

At rates of Effective Rate for 60 or 63 months
interest At At
per annum monthly rest Quarterly rest
10,0 10.47 10.38
10.5 11,02 10,92
11,0 11.58 11,46
11.5 12,12 12,05

of 11.02 per cent for 60 months, while in the latter
case, the 11,0 per cent compounded guarterly meant an
effective rate of 11.46 per cent for 63 months. The
system of monthly rest had the advantage of obviating,
in respect of depositors desiring monthly interest
income, the present practice of discounting the amounts
of interest payable at guarterly rests, The consensus
was in favour of 11.0 per cent to be continued to be

raid at quarterly rest.



4.18 The Working Group also gave considerable
thought to the desirability of raising the rates of
interest at the short-end of the maturity scale. One
view was that it would not be desirable to raise the
cost of funds to any significant extent at this stage
and hence some realignment of shorter-term deposit
rates could be undertaken without raising the maximum
deposit rate of 10 per cent ©n the loﬁéest maturity
range., While there would admittedly be some cost to
the banks if deposit rates for thé'shorter maturity
ranges were rai;ed, it was felt that this burden would
be neutraliseddif there was even a marginal shift in
deposits from the longer maturity ranges to the shorter
maturity ranges. In this connection, one specific
suggestion was that the maximum deposit-rate of

10 per cent could be made applicable to the maturity
range of one year and over with corresponding increases
in rates on other shorter maturity ranges., Apart from
the major advantage of not raising the cost of funds to
banks, it was felt that increasing deposit rates for
the shorter maturity ranges would have certain added
advantages. First, some institutional funds could be

attracted to the shorter maturity ranges rather than
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the call money market and this would impart a better
measure of stability to the resource base of banks,
Secondly, the proposed changes could facilitate a
reduction in the proportion of deposits at the longest
maturity range. Such a shift to relatively shorter
maturity ranges would not . only reduce the cost of funds
to the banks‘but also impart a degree of flexibility

to the interest rate structure there by facilitating
future movements in deposit and lending rates as may be
required by the emerging situation., Such flexibility
would be particularly pertinent if present low rates

of inflation were to continue over a somewhat longer
period., Thirdly, the increase in the rate for

shorter maturity -ranges would give‘baﬁks iﬁéroved
competitiveness in non-resident depoéits as the banks
would be able to offer significantly higher rates for

maturities of one year and over.

4.19 However, on a balance of cpnsiderations, the
Group did not favour any upward adjustments at the
short-end of the maturity scale.  The Group felt that
short-term rates were relevant essentially for

institutional or corporate depositors and any sharp
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increase therein would disturb the alignment now existing
between these rates and other short-term money market
rates such as the Treasury Bill rate; it would also
introduce a greater degree of volatility in the accruals
of bank deposits. Selective increases in rates without
jacking up the entire rate structure would merely shift
funds as between different maturity periods. Since the
Working Group's perception is that the banking

industry is facing competition from longer-term financial
instruments, any increase in the short-term rates would
only add to the cost of funds for banks without any

worthwhile increase in deposit accruals on that count,

2,2U In the case of savings deposits, it was

generally agreed that the rate of interest offered

on them by commercial and co-operative banks should
remain unaltered because of a few impnortant reasons:
first, as in the case of short-term deposit rates, any

increase in the savings deposit rates would impose an

additional cost on the banking industry without, in the
perception of the Group, any worthwhile impact on deposit
growth; secondly, the increased rate would have to be
paid by banks on the existing balances also; thirdly, the

operational cost on savings deposits are fairly high
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because of the liberal withdrawal facilities and because of

their operation almost as current account balances for

households, particularly in urban and metropolitan areas;
and finaliy, there are nc comparable savings media which

offer competition for such household savings.

4,21 With rates of interest on other slabs remaining
unchanged, the deposit rate structure for the major

scheduled commercial banks would be as follows:

Since Since Since Recommen -

it t
Deposit Category Septem- March March ded Rates

ber 1981 1982
1979

Current Nil Nil Nil Nil

Savings 5.0 5.0 5.0 5.0

Fixed

15 days to 45 days 2.5 2.5 3.0 3.0

46 days to 90 days 3.0 3.0 4.0 4.0

91 days and above but 4.0 4.0 5.0 5.0
less than 6 months

6 months and above but 4.5 4.5 6.0 6.0
less than 9 months

9 months and above but 5.5 5.5 7.0 7.0
less than 1 year

1 year and above but X 7.5 8.0 8.0
less than two years X 7.0

2 years and above but [ 8.5 9.0 9.0
less than three years |

3 years and above but 8.§@ § 10.0
less than five years X 10.0 10.0

5 years and above 10.0£ X 11.0££

* Deposits for one year and above and upto and inclusive
of three vyears.

® Deposits of over three years and upto and inclusive of
five years,

£ For above 5 years,

££ Already introduced in October 1982 on the recommendation
of the present Working Group.
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4,22 While recommending an increase in the highest
deposit rate, the Working Group was conscious of its
implications for the cost structure of the commercial
banking system, Estimates of the additional gross and
net cost burden on the banking industry arising out

of the proposed change were attempted on the basis of

alternative assumptions regarding

(a) the normal deposit growth at the highest maturity

of above 5 years,

(b) the possible shift f;om within the banking system
from lower maturities to the highest maturity in’

response to increased interest rate, and
(c) the likely shift from outside the banking system.

On the promise that additional deposit resources attracted
from outside the banking system would not impose any net
burden as the funds so attracted would also roughly earn
Similar return, it was found that the bulk of the
additional burden depended on the size and nature of shifts
that would take place from within the banking system from
lower maturities to the proposed highest maturity. It

was also found that the additionai burden would grow

rather rapidly in the second and third years of its
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implementation by which time the bulk of the shifts
would have occurred, Yet another aspect of the cost
implications was the significant differences as between

banks.

4,23 The Working Group then examined the extent to
which the banking system could absorb the additional
cost within its existing level of profitébility. For,
it was thought unlikely, considering the existing
levels of lending rates and the current economic
milieu, that banks could recover any part of the
enhanced cost of funds by raising any of their

lending rates. It was also found, based on a study

of the profitability of the industry, that the
absorptive capacity in regard to the additional cost
differed rather widely as between the individual banks.
Nevertheless, the Group found that recent attempts made
to improve the earnings of the banking industry would
generally provide the necessary leeway in absorbing the
additional cost by all commercial banks. There have
been (a) improvement in the yield rates on Government
securities in the recent period; (b) increase in

interest paid by RBI from 7.0 per cent to 8.0 per cent



from Januvary 1982 on cash reserves required to be
maintained (over and above the 3,0 per cent statutory
cash reserve ratio) including reserves of 10 per cent

of incremental DTL now rescinded but the balances kept
with the RBI; and (c¢) increases in service charges
recently increased by the Indian Banks' Association (IBA).

Differential Treatment of Small Commercial
Banks, RRBs, and Co-operative Banks

4.24 In regard to the existing differentials
permitted for the very small commercial banks (0.25
percentage point), the Regional Rural Banks (0.50
percentage point), the Central and State Co-operative
Banks (0.25 percentage point)*, and primary co-operative
banks (1.00 percentage point), it is suggested that the
same should be available to them at the enhanced deposit
rates for the 'five vears and above' cateqgory. However,
it is known that some of the primary urban co-operative

banks have grown to be sizeable units and that their

*Central and State Co-operative Banks in Manipur,
Tripura, Nagaland, Meghalaya and Arunachal Pradesh
are permitted to pay 0.50 percentage point more than
the normal rates.
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operations are comparable to those of scheduled
commercial banks in-some respects. Some of them have
been even permitted to deal in foreign exchange. Such
big primary co-operative banks also enjoy the
preferential facility of being able to pay an
additional interest upto one per cent on term and
saving deposits accepted by them. The Working Group
has felt the need for some discretion in permitting
this preferential rate of additional one percentage
point as between the co-operative banks based on size,
It is, therefore, suggested that this differential of
1.0 per centage point be allowed only in respect of
those primary co-operative banks which have demand and
time liabilities (DTL) of less than Rs.15 crores (as
against the additional 0.25 percentage point permitted
for the scheduled commercial banks with DIL of less
than rs.25 crores). Those primary co-operative banks
which attain the cut-off point DTL of Rs.15 crores or
more may be allowed to pay an additional rate of
interest of only upto 0.50 percentage point on term
and saving deposits as in the case of the Regional

Rural Banks (RRBs).



o2

Deposits under Foreign Currency (Non-Resident) Accounts
and Non-Resident (External) Rupee Accounts

4,25 At present, commercial and co-operative banks
which are authorised to deal in foreign exchange and
which accept term deposits having maturity periods of

one year and above under the Foreign Currency (Non-Resident)
Accounts and Non-Resident (External) Rupee Accounts (FCNR
and NRE) are required to pay on such deposits, interest at
2.0 per cent per annum abové-the rate specified for

local bank deposits of comparable maturities. In this
scheme of incentive offered to attract remittances from
abroad, there are two restrictive elements: first, the
deposits should be for a maturity period of one year or
over; and secondly, the rates on such non-residen£
depositsiare linked to domestic rates of interest., The
Working Group 1is of the view that the rates and maturity
structure for these deposits should have some relation-
ship with comparable rates and maturity pattern

obtaining in the major international money market

centres. The Working Group recommends that the rates

of interest offered on these FCNR and NRE deposits be
partially delinked from the domestic rates. For this

purpose, the Reserve Bank of India (RBI) may evolve a
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method by which the rates so offered are fixed having
regard to the corresponding rates prevailing in major
markets and for deposits denominated in different

currencies, subject to a ceiling of two percentage

"points above the highest domestic deposit rate. However,

with a view to avoiding large volatility in the
accumulations under these deposit accounts, the lowest
maturity period to be permitted may be restricted to
six months. _In.addition to this, the rates may be
fixed for non-resident deposits with maturities of
one year, two years, three years, and five years. The
Reserve Bank of India (RBI) may decide the freguency
of changes in the rates to be announced from time to
time subject to the pFoviso (i) that the lowest
maturity should not be less than six months, and

(ii) that the rate of interest prescribed for non-
resident deposits of any maturity should not go beyond
two percentage points above the domestic deposit rate

of the longest maturity.
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Flexibility in the Determination
of Deposit Rates

4,26 At present, interest rates for savings deposits
and fixed deposits of all maturity periods accepted by
scheduled commercial banks are prescribed by the Reserve

Bank of India; the payment of interest on current account

deposits is prohibited., Till 1969, there was an
admixture of Reserve Bank control of rates for certain
categories combined with an Inter-Bank Agreement for
others, The Reserve Bank prescribed maximum rates of
interest on short-term. deposits and minimum rates on
savings bank deposits and one to two year fixed deposits.,

As reported by the Committee on Deposit Rates (June 1969),

in actual practice, the Inter-Bank Agreement prescribed

maximum standard rates for savings bank deposits as well

as for one to two year deposits the rates which the RBI
prescribed as minima 'so that for these two categories
they are the effective ruling rates'.* That Committee
had examined the gquestion of regulation of deposit rates
and after weighing various alternatives came to the
conclusion that "the interests of both the depositors

and the banking system would be better served by

* cf, RBI, Report of the Committee on Deposit Rates
(June 1969), paragraph 1l.1.



continuing the established practice of fixed rates for

different classes of deposits".* The case for specific

prescription of deposit rates was cogently argued by

the Committee:
"Banking, however, is an industry where
competition cannot be expected to be perfect,
Banks are of different sizes, of varying
strength and operate in different geographical
and functional areas. The credit market itself
is fragmented and imperfect. 1In view of the
difference in size and strength of banks,
competition is likely to lead to distortions
which might have repercussions on the structure
of banking itself, In particular, we are
impressed with the argument that such competition
might result in the stronger (and larger) banks
taking away deposit and credit business from
weaker (and smaller) banks and that smaller
banks might compete with each other in a manner

which cannot but be detrimental to all of them .cece.

ibid paragraph 4.7.
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The impact on unregulated rate competition is
not likely to lead to more deposits coming into
the banking system but rather for deposits to
move from one bank to another. The objective
should rather be to bring more deposits from
out side the banking field into the banking
system and we do not think that this objective
will be served by free competition among banks,
"eoeeosss the Committee has come to the conclusion
that competition amongst banks in deposit rates
wi}l not be in the interest of banking system
and especially of its small and weaker units,
The Committee at the same time would wish to
stress that there is and should be ample scope
for competition among banks in other respects
and mainly in the form of providing better

services to the community...eceeee"*

4.27 The present Working Group also deliberated at
some length on the question of flexible deposit rates.
A view was expressed that the time was apposite for a
shift to a less rigid control over deposit rates. It

was argued that given the rigid control on the return

* Ibid., paragraphs 4.2 and 4.4



that banks can obtain on their funds, the deposit rates
that banks could offer are already circumscribed and
hence any further deposit rate control was otiose,

It was contended that there was much to commend in a
total abolition of deposit rate control as individual
banks would be better able to manage their sources and
uses of funds and that it is unlikely that there would

be any swinging movements in deposit rates if the
present deposit rate controls were abolished, Individual
banks would differ in their offer of rates on deposits
depending on their maturity preferences. Recognising

the present milieu of administered deposit rates and

the possikble risk in experimenting with a freely
determined deposit rate structure, it was suggested that
a gradual introduction of flexibility could be considered.
This could, it was opined, take the form of a reduction
in the number of deposit maturity ranges and the
prescription of a range of rates; in some cases, a

single maximum deposit rate could be fixed and, within

that maximum, banks could be kept free to determine



98

their own maturity and rate structure of deposits., A
concrete albeit illustrative structure of flexible ranges

of rates was placed before the Group thus:

Term Deposit Maturity Illustrative Range
of Deposit Rates

__ (Per cent per annum)

(a) Less than 6 months 4 - 5
(b) 6 months and above but 6 - 7
less than one year
(c) 1 year and above but 8 -9
less than 3 years
(d) 3 years and above but Not exceeding 10
less than 5 years
(e) 5 years and above Not exceeding 11
4,28 The structure of deposit rates illustrated

above would reduce the prescription of rates from

9 maturity ranges to 5 maturity ranges. It was further
contended that while the proposed structure would not
be a major departure from the present system, it would
inject an element of flexibility to the system and that
as banks gather experience of handling flexible rates,
it could serve as a first step towards a gradual

relaxation of deposit rate control.
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4429 An overwhelming membership of the Group, however,
was not persuaded by the above arguments, Considering the
imperatives of economic planning in India, the Group could
not conceive of the necessity for aiming at a gradual
relaxation of deposit rate control, The majority view of
the Group was that (i) as there is generally an acute
competition among banks for procuring deposits, and

(ii) as the rates of interest offered on various
financial savings have to be kept under control due to

a variety of capital cost and other considerations, any
band of interest rates prescribed for different
maturities would become inoperative as all banks would
tend to offer the highest of the rate within an
individual band. Hence, the Group found no justification
for departing from the present policy of prescribing

specific deposit rates through RBI directives,
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CHAPTER 5

Regulatory Framework Relating to
Commercial and Co-operative Bank
Deposits

5.1 The Working Group was required, as per one
of its terms of reference, to review the present
regulatory framework regarding deposit mobilisation
by banks and to suggest appropriate modifications
which may help in improving their performance. The
present regulations may be classified into three
categoriess

(i) RBI regulations;

(ii) Government regulations; and

(iii) Regulations of the Indian Banks'
Association

The basic objective of these regulations is to prevent
unhealthy practices by banks in competing for bank
deposits and by depositors in taking undue advantage of
certain normal facilities., An unintended result of any
regulatory framework is its gradual degeneration into
complexity. The Working Group, after studying the
various regulations concerning bank deposits, suggests
the following modifications primarily with a view to
minimising the irritants, if any, to the depositors and
thus increasing the attractiveness of bank deposits. 1In

some of the cases, however, the suggested measure may
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amount to tightening of the existing regulations with
a view to ensuring that the original objectives are not

altered or diluted,

RBI Regulations

. (i) Savings bank deposits - Institutional depositors and
eligibility of interest

5.2 Interest on savings bank accounts cannot be paid
to any trading or business concern, whether such concern
is proprietory or partnership firm, a company or
association. The Adarkar Committee on. Bank Deposits,
referred to earlier, had recommended that the Savings

Bank Accounts should be restricted to individuals alone.

However, over the years the RBI has been introducing
certain relaxations in this respect. Interest is allowed
to be paid on deposits maintained in savings bank account
opened in the name of a primary co-operative credit
society with its financing bank, savings bank accounts

of societies registered under the Societies Registration
Act, 1860, or the corresponding State enactments and
companies licensed by the Central Government under

Section 25 of the Companies Act, 1956. If, in addition
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to the above categories of agencies, banks desire to

open savings bank accounts in the names of institutions
which are specifically charged with the task of rendering
social or economic assistance to, or welfare of, weaker
and under-privileged sections of society, banks may do

so with the prior approval of the Reserve Bank of India,
This provision has given rise to varied interpretations

of the regulations.

5.3 Secondly, payment of interest onrsavings bank-
accounts of organisations engaged in public utility
services such as, Municipal Corporations, State Housing
Boards, Co-operative Housing Societies, water and
Sewerage Boérds, and Panéhayat Samities has been
prohibited under the present regulations on the ground
that (a) their activities are of a general developmental
nature, and (b) to a large extent, the funds received by
them are not the funds mobilised by them but represented
tax amount or Governments' grants. On the other hand,
it has been argued before the Group that the Post Office
Savings Bank Rules are more liberal and allow the above

types of organisations to operate Savings Bank Accounts

and that all those institutions which are allowed to
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(1)

earn interest on their Savings Bank Accounts with

Post Offices may be allowed to earn interest on their
Savings Bank Accounts with commercial banks also. While
the Working Group saw some merit in this plea, it
nevertheless thought that the character of savings deposit
balances with commercial banks are somewhat qualitatively
different from those with the Post Offices because of

the liberal withdrawal facilities available in the

former case. The Working Group also thought that the
criterion to permit payment of interest on savings
deposit-with the commercial banks should be rather based
on the primary intention behind this regulation, which

is that trading or business concerns or any other profit
making bodies should not open such accounts, operate them
as current accounts and yet earn interest on them, Nor

could we rigidly restrict the saving deposit facilities

only to individuals, as the Adarkar Committee had
visualised. wWith a view to adhering to the spirit
behind the original regulation but at the same time
making it simple, clear and straight forward, the
present Working Group recommends that the payment of

interest by banks on savings deposit accounts kept
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by any institutional depositors be permitted only if
those institutions stand explicitly exempt from the
payment of income-tax under the Indian Income Tax Act.
If any of the institutions cited above - be they
municipal corporations or housing bodies - satisfy this
criterion, the banks should be permitted to pay interest

on savings account balances,

(ii) Penalty for premature withdrawals

5.4 In matters of premature withdrawals, the
existing penalty of 2,0 per cent per annum should be
reduced to 1.0 per cent, that is, the rate of interest
to be paid on such prematurely withdrawn deposits
would be 1.0 per cent less than the rate applicable

to the maturity period for which the deposit was

actually kept with the bank,

(iii) Compound interest on premature renewal/withdrawal

5.5 In the event of premature renewal or withdrawal
of a deposit under re-investment plan, compound interest
should be paid for the period the deposit remains with

the bank as against simple interest.
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(iv) Conversion of Janata Deposit/Recurring Deposit Accounts

5.6 Balances lying in janata deposit (daily deposit)
accounts and recurring deposit accounts should be allowed
to be transferred to fixed deposit accounts before maturity

without penalty.

(v) Accounts of deceased depositors

5.7 In the case of deceased depositors holding

Current Account balances, the legal heirs are not entitled

to any interest even though considerable time elapses
before the actual disbursal of deposits to them. It is
suggested that in such cases, the rate of interest

applicable to Savings Bank Accounts be allowed.

Government Regulations

(i) Amendment of the Payment of Wages Act, 1936 and
Shops _and Establishments Acts of the States

5.8 The recurring deposit scheme 1s the most attractive
and convenient savings plan offered by banks for people in
the fixed income group. It enables the depositor to

build up savings brick-by-brick and get a lump sum at the

end of the stipulated period.
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5.9 The scheme enjoys the following advantages
from the depositors' view point:

(a) interest, compounded quarterly, is allowed
at the rate applicable to the stipulated
period notwithstanding that the instalments
deposited in the later period remain with
the Bank for a much shorter duration:

(b) it encourages savings habit as savings grow
steadily without the strain of lump sum
investment; and

(c) there is an element of compulsion in savings
which is often welcome by most depositors.

Despite these attractive features, the Scheme has not

achieved the desired breakthrough.

5.10 One of the main reasons for the present state

of affairs is that no attempt has been made to promote
group deposit accounts on large scale by providing an
automatic mechanism for deduction of monthly instalments
from the salary and direct deposit thereof in recurring
deposit accounts as has been permitted under the captioned
sets for the Post Offices and the Life Insurance
Corporation of India (LIC). The recurring deposit

scheme was primarily designed to attract savings from

the lower and middle-income groups who usually get

their monthly pay packets in cash and find it extremely
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difficult, cumbersome and time-consuming to call at a
bank to deposit the instalment every month. Thus, while
a large number of salary and wage-earners have the
inclination to save, the banking system is not able to
exploit it fully to its advantage. If the scheme has

to be promoted on a mass scale, the only alternative is
to link it with the salary payments so that the whole
process of deduction and deposit of the instalments

becomes automatic,

5.11 The main hurdle in promoting the scheme on the
foregoing basis is the payment of Wages Act, 1936 which
does not permit such deduction from salaries and wages
of employees. The Working Group trecommends that the Act
should be amended so as to cover deduction of monthly
instalments for deposits with a scheduled bank in any of

its savings promotion plans as a permissible deduction,

(ii) Development of banking habit

5.12 At any given point of time, a sizeable amount
of transaction balances remain outside the hold of the
banking system, i.e., in the form of currency, even

though the actual transactions involving them have the
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potential of being mediated through cheques and such
other instruments and thus augmenting deposit resources
for the banking system as a whole. Any popular use of
this mediation in day-to-day transactions is conditional
upon the fear of 'pain' issuing cheques without there
being sufficient balances in the concerned deposit
accounts. Legislation prescribing the issue of cheques
without balance as a penal offence is in the offing.
The Working Group strongly urges that once such a legal
support becomes available, the banking industry should
gear itself up and devise appropriate measures to
facilitate the cultivation of cheque habits by the

common man .,

(iii) Drawing of cheque without sufficient funds

5.13 In the context of the above suggestions, the
Group urges that the relevant legislation be enacted

on a priority basis with a view to making drawing of

cheques without adequate funds a penal offence,
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CHAPTER 6

Customer Service in Banking
Industry

6.1 Development of banking habit which can result
in substantial deposit accretion to the banking
system will be possible only when there is a
perceptible improvement in the quality of customer
services., ‘Yhere is a widespread feeling that there
has of late been considerable deterioration in the
quality of service rendered by the barking industry
and the small man for whose benefit the banking has
been nationalised and the branch network widened
still does not feel comfortable in dealing with banks.
6.2 In an environment where the ratio of currency
in money supply is very large and where substantial
amount of transaction balances thus remain outside
the hold of the banking system, an enormous
potential exists for mobilising such transaction
balances as banlk deposits. Such balances being

in the nature of transaction needs cannot generally
be attracted into the banking fold by the lure of

any higher interest rates. The necessary condition
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for their mobilisation is a system of efficient

customer service. In this environment, the scope
is very large for competition amongst banks for
deposit resocurces on the basis of the quality and
package of service rendered by them. Whenever
major reforms are considered for inculcating banking
habit amongst households, an important argument
advanced against them is that the banking industry
does not render efficient service and hence the
public at large cannot be lured into mediating
their tramsactions through cheques and such other
banking instruments.

6.3 A study recently conducted by a leading bank
has revealed that the major cause of customer
dissatisfaction arises in the following areas:

A, Deposit Accounts

(a) difficulty in opening or operating
accounts, ’

(b) delay in transfer of accounts parti-
cularly of the military personnel,

(c) delay in submission of statements of
account/pass books and inaccuracies
therein

(d) delay/difficulty in settlement of
deceased accounts, and
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(e) cdelay in payment of interest on term
deposits.

B. On the Counter Services

Leaving aside the absence of customery
politeness and salesmanship, there is
discourteous and even rude behayiour of

staff and general attitude of lack of

concern and apathy. The reasonable quick
service which the customers expect has almost
disappeared.

C. Collection of Instruments

(a) delay in realisation of outstation
cheques/bills, and

(b) non compliance of instructions, loss
of interest, demurrage,etc.

The average time taken for collection has
gradually widened from one week a decade ago
to three wecks or even to six weeks in some
cases of outstation instruments of payments.,
Collections within the same centres have also

widened to cver 7 days.
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D, Renittances

(a) delay in issue/payment of bank drafts

(b) delay in crediting the amount of MTs,
ITs and foreign remittances, and

(c) non issue of duplicate drafts.

L, Cash Department

(a) non acceptance of currency notes of
lower denominations,

(b) shortage in currency packets,
(c) demand for new notes, and
(d) delay in receipts/payments.

F. Miscellaneous

Lelay in correspondence, delayed/unhelpful
decision making, and undue emphasis of staff
on cobservance of rules and procedures.
6.4 The study also reveals that the relative
importance of the above customer dissatisfactions
places collection of instruments (39 per cent) as the
most important one followed by servicing of deposit

accounts.
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(Percentage)

A - Collections 39.07
b - Deposit accounts 23,89
C - Remittances 12,07
D - Cash Department 5.36
E - Liscourteous and
rude behaviour 5.23
F - Miscellaneous 14.38
700.00
6.5 The major causes for the deterioration in the

service have been adequately analysed by several study
groups, notably the Talwar Committee on customer
service, séveral measures have been suggested some of
which have becen implemented with varying degrees of
success., The Government of India has also appointed

a Small Group on Customer Service which meets at
periodical irntervals to consider the various aspects
connected with customer service in banks. The Group
also acts as the l[iigh Powered Permanant Steering Committee
on Customer Service. The Group feels that it is
needlcss tb cover the same ground over again,; but
would only like to emphasise the need for quick and
comprehensive implementation of the various
recommendaticns already accepted by Government,

the R8I and the banking indus try.
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6.6 The Group recognises that matters have
developed to a point where managerial improvements

in the quality of customer service is hardly likely
to have any impact on the development of banking
habit in the country. What is needed now is a radical
transformation of the banking services, more parti-
cularly in the urban and metropolitan areas; where
the volume of transactions has multiplied considerably
over a period of time and where the potential for
growth of banking habit continues to remain vast.
Such transformation, in the Group's view, is possible
only if the banking operations in these centres are
computerised., The Group is conscious that in the
present stage of development of our economy and the
continued high rate ¢f unemployment, switch over to
labour saving devices ané technology has to be
highly selective and needs to be resorted to only on
the grounds of inevitability. The Group considers
that the stage of inevitability has been reached in
the banking industry particularly at larger centres;
failure to adopt the modern methods of operations

now would result in further deterioration of customer
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services and there is every danger of the banking

system losing credibility with the common manj; and
adding on to the existing devices would only prove
counterproductive to the objectives of the bank
nationalisation., The Group is also impressed with

the argument that given the present rate of expansion

in the banking industry, computerisation of banking
operations is hardly likely to result in any redundancy
of staff, This is alrcady borne out by the results

in some of the areas in the banking industry where
mechanisation and computerisation of operations have
been put into effecct,

6.7 The study referred to in the earlier paragraphs
has identified the major area of customer dissatisfaction
viz . collection of outstation instruments. The time
taken for this purpose has increased considerably.

This can be attributed, apart from the delay arriving

in the bank branches itself due to a genuine inefficiency
of operations, to the poor communication network
prevailing in the country. Given the present scale of
operaticns, it is time that the banking industry
acquires its own dedicated communication nc¢twork linking

the major trading and business centres in the country.
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In fact the bulk users of communication, who can
afford the cost, should be encouraged to have their
own communication network so that the pressure on the
public network is reduced. This will result in an
improvement of guality of service %o the public in
general, VWith the advent of satellite communication
and the enormous amount of reserve capacity that is
bound to be created, work on a dedicated network for
banking industry linked through the communication
satellite should begin forthwith. The Group recommends
that a technical group consisting of representatives
from the Post and Telegraphs Department, ISRO,
Electronics Commission and the banking industry
should be set up without any further loss of time to
work out the modalities in this regard.

6.8 The present licensing policy of the Reserve
Bank of India is oriented towards extending banking
facilities to hitherto unbanked and under-banked
arecas of the country. With a view to achieving the
above objective, the Reserve Bank of India has been

evolving a licensing policy for specific period.
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The current policy is for the period April 1982 to
March 1985 (Coinciding with the termination of the
Sixth Five Year Plan). Under this, banks are
expected to open about 8,000 branches in unbanked/
under-banked rural and semi-urban areas. The
Regional Rural Banks are given preference to open
branches in such centres in the districts covered by
them., The centres for opening offices are
identified by the State Governments in consultation
with the district level consultative committees.
In allotting centres for opening branches in a
district not covered by a Regional Rural Bank,
priority is given to banks having a fair network
of branches in the region as also those having
regional character. As regards metropolitan and
urban centres, the Reserve Bank of India is
restrictive in branch expansion and gcenerally chalks
out an annual plan, the total number of office to
be opened being around 200 - 250 in a year each
in urban and metropolitan centres. The allocations
are based on the indications given by individual

banks. As regards banked rural and semi-urban
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centres, there is no specific programme drawn up but
individual applications received from banks for opening
offices in such centres are considered on merits. An
analysis of the available data of average deposits per
branch in the population-group centres indicates that
there has bcen a general fall in the rate of growth of
deposits in the branches in each of these groups, the
fall being more pronounced in the case of metropolitan
centres, The rate of the growth of deposits in semi-
urban and urban branches seems to be better. There

are several newly developing localities in and around
metropolitan and urban centres and new economic
activities are also coming up in these areas. Consistent
with this, therec is a case for the Reserve Bank of India
to reconsider the present restrictive policy of
expansion by banks in banked semi-urban, urban and

me tropolitan centres. A more liberal policy of allowing
banks to open branchcs in such centres seems to be
called for, ceven as while continuing the emphasis

on making available banking facilities in unbanked and
under-banked rural and semi-urban arcas. 1t may be
noted in this context that with the allotment of a

large number of identified unbanked and under-banked
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rural and scmi-urban areas to Regional Rural Banks,

the burden on commercial banks is relatively less. But
they are alrecady organisationally geared up to a
position to open a larger number of branches in semi-
urban, urban and metropolitan areas. Similarly, the
business of many of the branches of banks in mectropolitan
centres have reached a substantial level and on account
of constraints of space, etc., are finding it increas-
ingly difficult to absorb the overflowing business.

This has also affected the quality of customer service.
In such cases, banks may wish to bifurcate these
branchecs either on a functional basis or on the basis

of the segment of customers. The Reserve Bank of India
may be liberal in allowing requests for splitting up of
branches which will ensure better customer service and
absorption of additional business. The banks may also be
allowed to open Ixtension Counters attached to the main
branches only to service depositors and savings and

term deposit accounts along with allied services such

as remitvtance facilities.
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6.9 It should, however, be made distinctly clear
that such flexibility in branch banking in
metropolitan areas should not in any way hinder

the programmed opening of bank branches in unbanked

or under-banked rural and semi-urban -areas.
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CHAPTER 7

A Summary of Recommendations

7.1 This chapter is intended to briefly
enumerate the recommendations of the Working Group
contained in differcnt chapters.

7.2 Interest Rates

(1) The highest maturity slab of '5 years and
above' be re-introduced and paid a rate of interest
of 11.0 per cent per annum at usual quarterly rest
(Paragraphs 4.16 & 4.17).

(ii) The existing differentials permitted in
payment of deposit rates in respect of small
commercial banks, the Regional Rural Banks and the
Central and State Co-operative Banks, be continued.
However, in respect of primary co-operative banks,
the existing differential of 1.0 percentagevpoint be
allowed only in respect of those primary banks which
have demand and time liabilities of less than k.15
crores; those which attain or have attained the cut-
off point DTL of is,15 crores or more may be allowed to
pay an additional rate of interest of only upto 0.50
percentage point on term and saving cdeposits as in

the casc of the Regional Rural Banks (Paragraph 4.23).
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(iidi) The rate of intercst offered on FCNR and NRE
deposits from Indian expatriates be partially delinked
from the domestic rates. For this purpose, the
Reserve Banli of India may evolve a method by which
the rates so offered are fixcd having regard to the
corresponding rates prevailing in major markets

abroad and for deposits dcnominated in different
currencies, subject to (a) a ceiling of 2.0 percentage
points above the highest domestic deposit rate, (b) the
lowest maturity period being restricted to six months
(Paragraph 4.25).

7.3 RBI Regulations

(i) With a view to adhering to the spirit behind

the original regulation regarding prohibition of

payment of interest on saving deposits held by trading
and business concerns; but at the same time making the
regulation simple, clear and straightforward, the payment
of interest by banks on savings deposit accounts kept

by any institutional depositors be permitted only if
those institutions stand explicitely exempt from the

payment of income-tax under the Indian Income-tax Act.
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If any of the institutions opening saving accounts -
be thecy municipal corporations or housing bodies for
weaker sections - satisfy this criterion, the banks
should be permitted to pay interest on their savings
account balances {(Paragraphs 5.2 and 5.3)

(ii) In mattcrs of premature withdrawals, the
existing pcnalty of 2.0 per cent per annum should be
reduced to 1.C pecr cent, that is, the rate of interest
to be paid on such prematurely withdrawn deposits would
be 1.0 pegegigg less than the rate applicable to the
maturity/for which the deposit was actually kept with
the bank (Paragraph 5.4).

(iii) In the event of premature renewal or
withdrawal cof a deposit under re-investment plan,
compound interest should be paid for the period the
deposit remains with the bank as against simple
intersst (Paragraph 5.5).

(iv) Balances lying in janata deposit (daily
deposit) and recurring deposit accounts should be
allowed to be transferrcd to fixed deposit accounts

beforc maturity without penalty (Paragraph 5.6).
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(v) In the case of deceased depositors holding

Current Account balances, the rate of interest

applicable to Savings Bank Accounts be allowed for the

legal heirs (Paragraph 5.7).

7.4 Government Regulations

(1) The Payment of Wagcs Act, 1936, be amended
so as to cover deduction of monthly instalments for
debosits with a scheduled bank in any of its savings
promotion plans as a permissible deduction

(Paragraphs 5.8 to 5.11),

(ii) Legislation prescribing the issug of
cheques without balances in deposit account as a penal
offence is in the offing. Once such a legal support
becomes available, the banking industry should gear
itself up and device appropriate mecasures to facilitate
the cultivation of cheque habit amongst individuals so
that the sizcable amount of transaction balances
remaining outside the hold of the banking system, i.e.,
in the form of currency, get augmented as deposit
resources for the banking system as a whole. The
relevant legislation be enacted on a priority basis with
a vicw to making drawing of cheques without adequate
funds in dcposit accounts a penal offence

(Paragraphs 5.12 and 5.13).
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7.5 Customer Service

(1) In regard to improvecment in customer service,
there is the urgent neced for quick ané comprehensive
implementation of the various recommendations already
accepted by Govcrnment,; the RBI and the banking
industry (Paragraph 6.4).

(ii) Howcver, the stage of inevitability has
reached for a radical transformation of the banking
service s, particularly in the urban and metropolitan
arcas, where the volume of transactions has multiplied
and where the potential for the growth of banking

habit continuecs to remain vast. Such transformation is
possible only if the banking operations in these
centres arc computerised. Any failure to adopt the
modern me thods of operations now would result in
further deterioration of customer service. With the
present rate of expansion in th¢ banking industry,
computerisation of banking operations is hardly

likely to result in any redundancy of staff

(Paragraph 6.5).
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(iii) Given the present scalc of operations
regarding the collcction of outstation instruments,

it is time that the banking industry acquires its

own dedicated communication nctwork linking fhe major
trading and business centrcs in the country. With the
advent of sateliite communication and the enormous
amount of reserve capacity that is bound to be created,
work on a dedicated ne twork for banking industry
linked through the communication satellite should begin
forthwith., In this regard, a technical group
consisting of representatives from the Post and Tele-
graphs Department, the Indian Satellite Research
Organisation (ISRO), the flectronics Commission and

the banking industry, should be set up without any
further loss of timc to worl out the modalities

involved (Paragrarh 6.6)

(iv) Therc arc several ncwly developing
localities in and around metropolitan and urban
centres and new cconomic activities are also coming
up in these arecas. Consistent with this, there is

a case for the Reserve Banl of India to reconsider the
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present restrictive policy of expansion by banks in
banked semi-urban, urban and metropolitan centres.
A more liberal policy of allowing banks to open
branches in such centres seems to be called for,
even as while continuing the emphasis on making
available banking facilitics in unbanked and under-
banked rural and semi-urban areas (Paragraph 6.7)
(v) 'he business of many of the branches of
banks in mctropolitan centres have reached.a
substantial level and on account of constraihts

of space, etc., these branches are finding it
increasingly difficult to absorb the overflowing
business. This has a@lso affected the quality of
customer service. In such cases; banks may wish to
bifurcate these branches either on a functional
basis or on the basis of the segment of customers,
The Reserve Ban’ of India may be liberal in
allowing requests for splitfing up of branches which
will ensure better customer scrvice and absorption

of additional business (Paragraph 6.7)
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(vi) The banks may also be allowed to open
Lxtension Counters attached to the main branche s
only to service depositors with saving and term
deposit accounts along with allicd services such
as remittance facilities (Paragraph 6.7).
7.6 1 General

The UTI was sct up essentially a3 an
institution for inculcating equity cult among the
middlc income and fixed income groups and thus to
strengthen the capital market in the country. It is
aprropriate that a pre-dominant part of its inwvestment
should be in company shares and debentures, parti-
cularly, shares. The dividend it offers to the unit
holders should be determined on the basis of its
earnings from such investment outlets. Attracting
funds from investing public at pre-determined rates
of interest with adegquate sécurity and fiscal benefits,
beyond the amounts capable of being deployed in the
form of investment in shares; competes with commercial
banking functions and also constrains the achievement
of the objectives of monctary policy (Paragraphs 3.8

to 3.10).
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(ii) The banking systcm spread over the entire
country is expected to piay not only a catalytic

role in the achicvement of grecater monetisatiom and
inculcation of better banking habit, but also

function as financing and promotional agencies in the
achievement of nationéily accepted socio-economic
priorities. For achieving these responsibilities,
there has to be a sustained growth in bank dcposits
whicihh form the necessary resources for the continued
incrcase in their diversified lendings. It is also
recognised that other forms of savings have to be
encouraged to raise the overall saving in the country.
It is, thercfore, necessary that taken together, all
the instruments generate additional saving in which
some decgrece of competition is unavoidable and may even
be desirable., However, there should be a conscious
attempt to minimisc costly competition, particularly
if it is for the given amount of domestic savings.
This will call for co-ordinated approach for

maintaining a rclative balance between yield rates
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on banks deposits and those on other fixed interest-
bearing financial asscts and aR appropriate machinery

must be set up to perform this task (Paragraph 3.18)
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Recent Deceleration in the Growth of Bank Deposits

An Explanationw

Part I : FPactual Review

Trends in Aggregate Denosits:

There has been a very conspicuous deceleration
in the growth of commercial bank deposits during the
fiscal year 1981-82, 1In fact, the growth rate of
15.4 per cent for the year has been the lowest since
the beginning of the 1970's, with the annual growth
rates ranging from 17.0 per cent to 26.0 per cent for
over a decade. The shrinkage of over 4.0 percentage
points in the rate of expansion in 1981-82 over that
in the preceding year (i.e., from 19.6 per cent to
L5.4 per cent) has also been the sharpeét. The fresh
accrual of bank deposits with scheduled commercial
banks during the vear at Rs.5,832 crores has been about
Rs.400 crores short of actual accretion in the previous
year, Significantly, the available data for the first
seven weeks (i.e., up to May 21) of 1982-83 show the

persistence of the sluggish phenomenon.

wPrepared in the Department of Economic Analysis and
Policy, Reserve Bank of India, Bombay (June 1982).
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Statement I, 1 : Quarterly Expansion in
Aggregate Bank Deposits

(Rupees, crores)

Quarters 1980-81 1981-82
April - June +1,618 (+5.1) +2,564 (+6.7)
July - September +1,107 (+3.3) +1,033 (+2.5)
October - December +2,416 (+7.0) +2,558 (+6.2)
January - March +1,08¢ (+2.9) - 323 (-0.7)
Annual Increases +6,229 (+19.6) +5,832(+15.4)

(Figures in brackets represent percentage increases)

Note : Data upto May 1981 are final and also those
from June 1981 to February 1982 have been
updated based on final returns received from
many banks. Data for March 1982 are
partially Revised and those for April 1982
onwards are provisional (For details, see
Statement I,11)

2. As is evident from month-wise data presented

StatementI.1! and guarterly summary in Statement I.1 above,

signs of <eceleration in deposit growth began in the

second guarter of 1981-82. There was a phenomenal
increage in the f£irst quarter, but thereafter the
quarterly growth rates remained lower than in the

previous year, Even so, the declines in the growth

rate in the second and third quarters
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were not significant. It is the plummeting of

deposits after end-December 1981 and more importantly,
the extent of erosion to the tune of Rs.323 crores in
January-March 1982 in contrast to a rise of Rs.1,088
crores in the comparable period last year, that was
unprecedented and very conspicuous. In fact, abstracting
from differences in the monthly accruals, the cumulative
percentage increases in each of the first nine months

of 1980-81 and 1981-82 showed almost identical trends,
as depicted*in Statement I.2., A slump took place in the
absolute amount and the percentage rate of expansion

in January 1982 which hardly recovered thereafter,

unlike in the past.
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Statecmcrnt 1.2 : Cumulative Increases in
Aggregate Bank Denosits
(Over March)

(Rupees, crores)

Increase over 1980-81 1981-82
End-March ,
April +619(+ 1.9) + 628(+ 1.7)
May + 873(+ 2,7) +1405(+ 3.7)
June +1618(+ 5.1) +2564(+ 6.8)
July +1787(+ 5.6) +2777(+ 7.3)
August +2297(+ 7.2) +3209(+ 3.5)
Sentember +2725{+ 8.6) +3597(+ ©.5)
October +3248(+10.2) +4167(+11.0)
November +3711(+11,7) +4486(+11.8)
December +5141(+16.2) +6155(+16,2)
January +5398(+17.0) +5416(+14,3)
February +5612(+1747) +5504(+14.5)
March +6229(+19,6) +5832(+15.4)
(Eigures in bracketé arc percentage
increases)
3. Figurss available for the first seven weeks of

1982-83 (i.e., upto May 21) tell the same story:
an increase of %.593 crores (or 1.4 per cent) against

Rs.1,037 crores (or 2.7 per cent) in the corresponding

period of 1981-82 (Statument I.3). It is truc th-at the
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Statement .I,3: Latest Trends in Deposit Growth

——

Increase during (Rupees, crores) (Percentage
o Increase)
1981-82 (upto May 22) +1,037 +2,7

.1982-83 (urto Mav 21) + 593 +1.4

provisional figures generally get revised upwards when
the final figures. come in. However, if this year's
experience upto March 1982 is any guide, the improved
coverage in the provisional data leave no scope for

any substantial revision, unlike last year,

The busy season period and thereafter:

4. With the sluggishness so persisting even after
end-March 1982, the deposit growth during the conven-
.tional busy season period (end-October to end-April)
of 1981-82 worked out in percentage terms to less than
half the increase last year (4.9 per cent against 10.3
per cent) or in absolute terms just a little over half

(Rs.2,055 crores against ms.3,617 drores) (Statement I.4).

I In addition, the subscguent three :/eeks ended
May 21, 1982 experienced a net adiition of Rs 203 crores
to aggregate deposits as compared ith an addition of

Rs.400 crores in the. corresponding period last year,

\
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Alternatively, since the end of December 1981, aggregate
bank deposits have just edged up by about Rs.270 crores
to a level of about Rs.44,412 crores in contrast to an
increase of as much as m.2,124 crores in the comparable
period of end-Decz2mber 1980 to May 22, 1981,

Statemcnt I.4 : Busy Season Variations in
Aggr-gate Deposits

(Rupees, crores)

Busy Season 1980~ Busy Season

81 (Oct.31 to 1981-82 (Oct. 30

May 1) ' to April 30)
Aggregate Deposits +3,617 (+10,3) +2,055 (+ 4.9)
(a) Démand +1,022 (+15.5) 4+ 321 (+ 3.9)
(b) Time +2,595 (+ 9.1) +1,734 (+ 5.1)

Variations in Demand.and Time Deposits:

6. While both the categories of bank deposits have

suffered, demand deposits have suffered much more than

time devosits (Statcment I.4 & 1.5). Though this is

true of all +the nine months since the second quarter

of 1981-82, the decline in demand deposits in the last

quarter of the year (January-March) as the sharpest -
a loss of about Rs.600 crores against an ilncrease of
Ps. 335 crores in the corresponding quarter last year,

In the more recent period since end-March 1982,  time
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deposits have, however, begun to show a more conspicuous
deceleration (Statementl.s); there has been during this
period an increase of onlv %.568 crores (or 1.6 per cent)
against #5.1,102 crores (or 2.7 per cent) last year,

Statemcnt I1.5: Trends in Demand and Time Deposits

(Rupees, crores)

1980-81 ' ©1981-82

Demand Time Demand Time

Deposits Deposits Deposits  Deposits
April-June - 46 (- 0.7) +1,664(+6.6) + 492(+ 6.3)+2,072(
July~Septembecr - 24 (- 0.4) +1,131(+4.2) - 245(- 3.0)+1,278(
October-December + 890 (+13.5) +1,526(+5.5) +1,064(+13,2)+1,494(
January-March. + 335 (+ 4.5) + 753(+2.6) - 599(- 6.6)+ 276(
Annual +1,155 (+17.4) +5,074(+20.2)+ 712(¥9.1) +5,120(
May 22/21 over
End- March - 66 (- 0,8) +1,102(+3,7) -+ 24(+0.3) + 569(

(Figur«s in brackets represent percentage variations)
7. ‘lhen we focus on the deceleration in the growth

of demanc deposits relative to that in time deposits,

we discern certain interesting phases in its behaviour
since the bevinning of 1981-82, In the initial four-

month period (“pril-July) of 1981-82, demand deposits

grew by 2.8 per cent in contrast to an absolute fall of
3.8 per cent in the comparable pneriod of the previous

year (Statememt I.4)
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phenomenon of window dressing by bank managers so as
to brighten the victure of year-end deposits. However,
this phenomenon seems to have received added impetus
this year for two reasons. - First, the deposit growth,
which tended to be slower, had to be macde up before
the year was closed; and secondly, the measures of
credit restraint initiated in October 1981 apparently
induced pre-emptive drawals of credit limits by bigger
parties and helped tq bulge business‘deposits. In
December 1981, the bank credit expanded by as much-as
Rs.1, 325 crores against an incréase of Rs.985 crores in
December 1980, In the fourth phase; i,e.,, the last

quarter of January-March 1982, demand deposits were

sharnly drawn down by as much as Rs.5992 crores against
an increase of Rs.335 crores in the corresponding
quarter of the previous year. ;ncidentally, in this
quarter, total bank credit. increased Dy just Rs.155
crores against an increase of R.1,13%5 crores in the
comparable period of the previous year (though to some
extent the requirements of bigger companies were made
good by larger debenture issues permitted even for a
part of working capital finance). 4s al;eady stated
earlier, the final period since end-March 1982 has begun

to show sharper deceleration in timz deposits.
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Statemcnt I.6 : Variations During Certain
Distinct Phases

(Rupees, crores)

T—
Period 1980-81 1981-82
Demanc T ime Total Demand Time Total
April = July - 2b5 42,042 41,787 + 220 +2,557 +2,777

(-3.8) (+8.1) (+5.6) (+2.8) (+8.5) (+7.3)

August =) November + 600 +1,324 +1,924 + 304 +1,406 +1,709
(+9.4) (+4.9 ) (+5.7) (+3.8) (r4.3) (+4.2)

December + 475 + 955 +1,430 + 787 + 881 +1,669
(+6.8) (+3.4) (T4.0) (+9.5) (+2.6) (+3,9)

January = March + 335 + 753 41,088 - 599 + 276 - 323
(+4.5) (+2.,6) (+3.0) (-6.6) (t0.8) (-0.7)

May 22/21 over - 66 +1,102 +1,037 + 24 + 569 + 593
March (-0.8) (+3.7): (+2.7) (+0.3) (+1.6) (+1.4)

(Figures in brackets represent percentage variations)

The next four-month period (August-November) of
1981-82 witnessed a perceptible slowing down in the

growth of demand deposits as compared to the corres-

ponding period of 1980-81, the increase being only
3.8 per cent as against 9.4 per cent in the previous
vear, In the month of December 281, which is the

third phase, the additior to demand deposits was

noticeably higher (9.5 per cent) than in December

1980 (6.8 per cent)., This is linked to the perennial
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Metropolitan Deposits:

8. Our enqguiry into bank deposit behaviour with the
officials of a few in<dividual banks has revealed that the
erosion of deposits particularly in the last guarter of
1981-82 occurred essentially in the metropolitan centres
of Bombay and Delhi and to some extent in Calcutta and
Madras and some of the important urban centres, Based on
quick but concrete evidences gathered from different
regions, the bank officials have been unanimous in their
assessment that the tendency for the bank deposits to
decline is not seen in rural and semi-urban areas nor in
agricultural or personal segments (except in cases where
benami deposit holdings are suspected) .

Deceleration in "Reserve Money" Growth

9. Before concluding this section on the factual
review of recent behaviour of bank deposits, a reference
deserves to be made to a phenomenon, which is of some
relevance to the nresent as well as prospective trends
in this respect. This refers to the sizeable decline

in the rate of expansion in 'reserve money' during

1981-82 as compared with the substantial increases
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during the past many years. 'Reserve money' rose by
about 9.0 per cent during 1981-82 (April-March) as
against increases ranging from 17.0 per cent to 29.0
per cent curing the previous three years, Likewise,
currency with the public increased by a little over
7.0 per cent in the year under review against 15.0
per cent to 18.0 per cent in the earlier three years.
The implications of these are discussed in the

subsequent two sections.

Part II : Causes for Sluggishness
in Deposit Identified

Important Causes:

10, At the outset, we could enumerate in a summary
form the principal causes identified by us. They are:
(i) the issuance of Special Bearer Bonds by Government;
(ii) sizeably reduced growth in the level of Government
disbursements; (iii) the emergence of convertible and
non-convertible debentures (at times declared as
'public securities!' by State Governments) of private
sector companies as a serious competitive medium for
financial savings; (iv) recessionary conditions in
Indian industry noticed in recent months giving rise

to stock-piling of goods and consequential need for
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larger funis concurrently with reduced cash flows;

() shift of saving and fixed deposits by individual
savers in favour of various other savings media
including Postal savings and also lendinas for business
purposes; (vi) shift of deposits to non-banking

avenues by private trusts consegquent upon the libera-
lisation of heir investment rules; (vii) a perceptible
deceleration in the rate of growth of 'reserve base'
and given the deposit 'multiplier', a consequential
reducticn in the rate of deposit growth; and (viii)
changes effected in the accounting procedures regarding.
the interest accrued but not payable till +the due date
on recurring and such other bank deposits. Each one

of this is amplified in the foliowing paragraphs,

11, First, following representations from banks, the
'Reserve Bank issued instructions to them in December
1980 that interest accrued on ceposits and not pvayable
till the due date may not be treated as—é liability

for purposes of Section 42(2) return. Earlier, such:
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interest was to be shown as 'other demand and time
liabilities'. Some of the banks which were showing
accrued interest as part of deposits began deducting

it from deposits. +One bank began it in January 1981;
another has said that it would dcduct the amount in

the current year. Dut, therc was one bank which adopted
the new method in January 1982 and recduced its time
deposits by #%.150 crores and thus affected the overall
deposit growth by a like sum.

12. Secondly, there is evidence to the effect that
the deposits mobilised by the Postal authorities have
been somewhat higher in percentage terms during 1981-82
than in the previous year. Due to the introduction

in iiay 1981 of a new 12 per cent 6-Year National
Savings Certiificate (VI and VII Issues), there

apparently occurrcd 2a shift of houscholds saving in

favour of such media at thc cost of bank deposits.

Such shift in net terms 1is roughly cstimnted at about

RBs.100 crores, Incidcntally, cvidence suggests that

dcposit growth with co-opcrative banks has been as

sluggish as in thc case of commercial banks.
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13. Thirdly, a detailed scrutiny of a sample of
fixed deposit accounts has revealed that a significant
proportion of them has not been renewed when renewal
has been due unlike in the past. Impressionistic
judgement provided by bank managers has been that the
amounts have been invested in company debentures.

More importantly, in a large number of cases, premature
withdrawals have been effected and concrete instances
have been found to the effect that the amounts so
withdrawn have been deployed (a) for lending to other
business enterprises,(b) in one's own family business;
and (c) for investment in 6~Year National Saving
Vertificate. Vithdrawals of fixed deposits held by
institutions have been very large. Jtheie is also
evidence to suggest that withdrawals in short-term
deposits upto six months have been the highest,

14, Yourthly, the religious and other trusts cannot
invest in any private bonds unless they are declared
as 'public sccurities' by the Central or Statec Govern-
ments. Intercstingly, some of the recent debentures
of private companies (such as those of Voltas, TISCO

and Kirloskar Brothers) have been declared by the
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Maherashtra State Government as “public securitics”
under vhe JSombay Public Trusts Act, 1950, which has

in turn facilitated’the investment of trust funds in
such debentures. In addition, the latest Central Budget
for 1982-83 has enabled the trust funds to be invested
in "immovable property" (vide page 14 of Memorandum
Explaining the provision of the financial Bill, 1982),
Some of the bankers have averred that a part of the
trust fund withdrawals in March 1982 and thereafter
may have something to do with this new facility. It
is difficult to hazard any guess as to how much of
such institutional deposits have been drawn down
during the recent period. The cstimated amount of

the se deposits in December 1981 was roughly of the
order of i,1,300 crores. As these funds are held

in a bulk form, the scope for introducing some degree
of volatvility in their deposits with banks would be
very significant,

15. Fifthly, the direct mobilisation of capital by
the private corporate sector during 1981-82 has been
historically the highest - the amount of capital issues

floated in the form of equity, preference shares and
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debentures aggregating as much as [5.555 crores against
only R.173 crores in previous year (Statement 71, 7)

Statement I,7:New Capital Issues (Equity,
Preferecnce Shares and Uebentures)

(Rupees, crores)

Year/ April- July- October- January- Total
Quarter June September December March

1980-81 18.83 25.68 78.41 50.47 173.39
1981-82 202,71 103.91 115.10 133,64 555.36

Note: Latasre provisional. TFigures of actual amount
of capital raised are not yet available.
These exclude bonus issues.,

Sour cessProspectuses/circulars and replies to
Que stionnaire received from companies.

Though such capital raised by the private corporate
sector (public sector figures being not very high)
directly compeﬁe with bank deposits, there would have
been in the normal course substantial return flow of
funds to the banking industry, provided the tempo of
production and sales activities had been kept up at a
sufficiently high level. But reports suggest that

both the consumer and investment dcmands have been in
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recent months at a low ebb in a large sugment of the
manufacturing sector priparily because of poor
disbursements by the Ceﬁtral and State Governments.
Ihis has of late tended to affect the cash-flow of
the companics concurrently with the near-exhaustion
of tieir credit limits with the banking industry. In
such an economic and financial environment, the

dire ct mobilisation of resources by the private sector
would.have had an adverse effect on bank deposits.
16. Sixthly, during the months, of December 1981
and January 1982, the Government collected (after

the Supreme Court Judgement) about 15,580 crores
through Special Bearer Bonds, the total collection
during 1981-82 being [.876 crorcs. It is possible
that subscriptions to the Bcarer Bonds,; particularly
in the months of December 1981 and January 1982,

werc to some extent made by drawing down bank deposits.
A question could be raised as to why unaccounted
money-~honders should use the bank . eposits waiich are
in an "accounted” form. An explanation offered for
this phenomecnon by some of the bank officials is that
bank deposits are known to have been held in benami

forms, and that many such holders have shown anxicty
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to hold some Special Bearer Bonds. Ve have in the
course of our enqguiry also come across cases of such
deposits held in the names of minors, some of which
are fictitious ones, and where balances have been drawn
down during the last quarter of 1981-82.

17. However, a morc substantive question relates

to the impact of Government disbursements made out of
the Bearér 3onds collections on bank deposits. As in
the case of the private sector mobilising funds
directly from the market, if the overall level of
Government disbursements had risen at a falrly high
rate, therc wouid have occurred better return flow of
funds, and augmented the bank deposits as well.,
However, it is found that the aggregate combined
expenditures of Central and State Govermments together
rose by only 12 pecr cent during 1981-82 (Revised
Estimates) as comparcd with thc increase of as much
as 24 per cent in 1980-81 (Accounts). This lower
order of increase is true in recspect of the dis-
bursements of Central and State Governments taken
separately., This is also truc of their combined

development expenditure ( Statement I.8)
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Statememt. 1.g8: Aggregate Combined Expenditure
of Central & State Governments
(1980-81 - 1982-83 (B.E)

( Rupees, crores)

s

198C-81 1981-82 1982-83%
(Accounts) ‘L) (3.E.)
Items Anount Percen-- 4Amcunt Percen- 4Anmount Percen-
tage tage tage
varia- varia- variat-
tion tion ion over
over the over the the pre-
previous previous vious
year year year

Total disbur- 59,241 +23.9 4%,953 +12.0 47,151 + T3
scments

Of whichs
(a) Develop-
mental
oxpendi -
ture 259338 ﬁ+'2309 28,704 1:'1303 29’499 * 2.8

18. Another evidence in this respect relates to the
quantum of increase in net bank credit to Government
based on last Friday figures. It is observed that net
banl credit to Government increased by only Is.4,156
crores (or 16 per cent), as against as much as Rs.5,846
crores (or 29 per cent) during the year 1980-81, This
decline in th< quantum cof Government dependence on

bank credit has also to be recad with about .5,500
crores of foreign trade deficit, a substantial propor-
tion of which would be on account of public sector

transactions.
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19. Finally, the reduccd dependence of the'Government
on the RSl credit ccmbined with a large current account
deficit in the balance of payments, has brought about

a perceptible deceleration in the rate of 'reserve
money! expansion during 1981-82, particularly since its
second quarter. As hypothesized earlier, this would
have influenced the course of bank deposits since the
second half of the year. Despite considerable

restraint on monetary expansion (through increase in
required reserves, ccntainment of refinance accommodat-
ion and bank credit ceilings) accompanied by a:decelara-
tion in the inflation rate, the money and deposit
multipliers have cdged up somewhat during the last

three quarters of 1981-82, as may be observed from State-
ment I.9. uven so, the possible restraint on deposit
expansion through reduced growth of 'reserve base!

appears axiomatic.
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Statement 1,9 M1 M3 and Deposit Multipliers

Year /Quarter  lultiplier Multiplier Multiplier

(Averace of for M, for M3 for Aggre-
months ) gate
Jeposits
1 1.225 2.832 2.078
11 1.238 2.928 2.172
I1I 1.194 2.884 2.163
Iv 1.212 2.892 2.145
1980-81 ¢
I 1.210 2.880 2.146
1I 1.212 3.009 2.142
III 1.197 2.945 2.233
IV 1.220 2.957 2.231
19081-82 :
I 1.226 2,959 2,228
II 1,204 3,022 2.315
IIT 1.229 3,088 2.375

v 1,227 3,008 2.368
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Part IIT: Assessment and Implications

20. From the factual review and causes identified
above; it is clear that the decelecration in the growth
of bank deposits, which 1is persisting even now, is the
obvious reaction to the new policy initiatives taken
by the Government (i) to obtain direct mobilisation

of resources from the public for itself (through
Special Bearer Bonds, more attractive Postal certifi-
cates, and now Capital Investment Bond) and (ii) to
permit the private corporate sector also to do so
through attractive yields on almost riskless forms of
convertible and non-convertible debentures. These
initiatives have just begun and hence in this transi-
tional pcriod, the disruption in financial intermedi-
ation could be considered as the most obvious reactien.
The new forms of investment avenues have been permitted
to offer substantially high yield rates which include
no high risk premium. Larlicr, the company deposits
were also offering high interest rates but they never
became a serious threat to bank deposits because those

rates contained a high proportion of risk premium.
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21. The above transition to new policy initiatives
has been madc somewhat more painful due to two reasons.
First; the overall disbursement of the Government, which
is the pace setter, has not been sustained at a high
level and hence, the earlicer increases in output are
getting transformed into higher stock levels for want

of investment demand in particular. Secondly, the
relative price stability is also tending to eliminate
the element of 'money illusion' that was contained in
the earlier increases in commercial bank deposits,

22. An important aspect relevant in this regard is
that during 1981-82 the overall rate of inflation even on
an average basis {at about 9 per cent) has been half

the rate in the year 1980-81. GNP growth in real terms
was also admittedly only about 4.5 per cent as compared
with the estimated 7.5 per cent in the previous year.,

As a result, our estimate suggests that despite such

a sharp fall in the growth of aggregate bank deposits

during 1981-82, the outstandings of such deposits
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neverthcless improved as a proportion of GDP at market
prices from about 30.0 per cent in 1580-81 to over
31.0 per cent in 1581-82; the proportion based on
anmual averages of such aggrigate deposits also
increased from about 28 per cent to 30 per cent.

23, In viewing the prospects for bank cGeposits

in the current yea., it is nececssary to take cognizance
of the factors highlighted below.

24, First, the attractiveness of competitive media
of financial savings has been further strengthened
with the introduction in the Central Budget for 1982-83
two new schemcs of savings, namely, the Social Security
Certificate and the Capital Investment Bond (a part

of which may be a diversion from the Life insurance
business of LIC and also from Postal certificatés).
vecondly, planned issu; of dcbenturecs by the private
sector appcars to be ph;nomenally largc, as may be seen
from the following data on canital consents granted

during 1981-82 (Statememt I1.10,
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Statement I.10 : Capital Consents Granted to
Non--Govcrnment Public
Limitcd Companies

(Rupeces, crorcs)

Security 1980-81 1981-82*
(April-March)(April-March)
Equity Shares 278.79 206.47
Preference sharcs 5.67 3.00
Deventures 83,00 418.81
total 367,46 628,28

Data arc based on copies of consents/acknowledgements
rececived from the Controller of Capital Issues (CCI)

* Provisional

Thirdly, the lag e¢ffects of rcduced growth in 'base

money: during 1981-82 may also be seen in slower

deposit growth during the next year, Fourthly, as shown in
Statcment. 1,9 carlier; thc planned disbursements of

the Central and State Governments during 1982-83

including those for developmental purposes would hardly
show any impctus; the ratc of increase in total disburse=-
mecnt has been budgcted at 7.5 per cent and thas in
developmental expenditure at only 3.0 per cent (a

part of this being made good by the owned resources
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of public sector undervakings). Fifthly, the current
account deficit is unliikely to be any the lower in

1982-8% as compared with 1931-82.

Part IV : Summary and Conclusions

25. Broadly the conclusions of the Paper could be
summarised thus:

(i) Deceleration in decposit growth began in
the sccond quarter of 1981-82, but the absolute fall
in the last quarter and the subsequent poor pick-up
upto May 21, 1982 has been very conspicuous and
unprecedented. While both the categories of bank
deposits have suffered, demand deposits have suffered
much morc than time deposits. The erosion of bank
deposits in the last quarter of 1981-82 occurred

essentially in mctropolitan and urban centres,

(ii) The causes for the deceleration identified
by us are : (a) the issuance of Special 3earer Bonds
by Government; (b) vecduced srowth of Government
disbursements: (c¢) the cmcreence of more attractive

alternative media cf savings including private sector
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debentures and Postal certificates: (d4) recessionary
conditions in sections of industry in recent months
giving rise to stock-piling of goods; (e) withdrawal
of trust funds and other institutional deposits for
investment elscwhere; and (f) changes effected in the
accounting procecdures rcgarding interest on ' recurring
and other bank deposits accrued but not payable. With
lower inflation rate, the "money illusion" contained

in deposit accruals in nominal terms has also been

reduced somcwhat.

(iii) The deceleration in bank deposit growth
is the obvious 'transitional' reaction to the new
policy initiatives taken by Government to mobilise
financial resources dircctly from the market and
also to permit such mobilisation by thc Corporate

Sector,
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STATEMENT I.11

MONTHLY DATA ON DEMAND AND TTIME DEPOSITS OF SCHEDULED

—_ e -(Rupees, Crores)
1979-80

Demand Deposit Time Deposits Total Deposits

Last Friday of Out- Variatior Out- Varia- Out- Varia-

: e standing . _ .. _ standing tion __ standing tion.

1 e 23 A5 b 7

April 5,59 -241 21,550 +360 27,135 4119
May 5,630 415 21,812 +-622 27,142 +7
June 6,190 +560 22,481 +669 28,671 +1529
April - June +364 - 291 +1655
(+6.2) (+6.1) (+6.1)

July 5,821 -369 22,876 +395 28,697 +26
August 5,988 +167 23,379 +503 29, 366 +669
September 6,164 +176 23,622 +243 29,786 +120
July - September -26 +1,141 +1115
-(0-4) (+5.1) (+309)

cont..
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et e ey e s > e G e e P i £ et 0 S " D Tl U e L T b i S e T ok W e TS o L P 8 S e S S o B S ey
-

1 2 3 4 5 6 7
October 6,132 -32 23,823 +201 29, 955 +169
November 6,150 +18 24,153 +330 30,303 +348
December 6,285 +135 25,178 1,025 31,163 +1160
October-December +121 +1,556 +1677
January 6,211 =71 23,893 -285 31,107 -356
February 6,317 +1.03 25,0062 +169 31,379 +272
March 6,613 +326 25,116 +54 31,759 +380
January-March +358 -62 +296
Over the year +817 +3,926 +4743

(+14,0) (+18.5) (+17.6)
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P
1980-81
s - — e e 2BYmOL e
1 2 3 4 5 6 7
april 6,606  (~)37 25,772 656 32,378 619
May 6,478 («)128 26,154 382 32,632 254
June 6,597 119 26,780 626 33,377 745
April - June (=) 16 1,664 1,618
("007) Z':'6.6_) (':'5.1)
July 6,333 (-)209 27,158 378 33,546 169
August 5,512 124 27,542 386 4,056 510
September 6,575 61 27,911 367 34,484 428
July - September (=) 24 1,131 1,107
(<0.4) (+4.27 (+3.3)

cont...
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1 2
October 6, 608
November 6,598
December 7,563
October-Deccruer
January 7,365
February 7,343
March 7,798

January--March

Over the year

e e m e w e ai w am
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28,399 .

238,82

29,437

29,792
30,028

30,190

—— e n 8 A A e o Ay

5 6 7
183 35,007 525
83 35,470 163
955 36,900 1,430
1,526 2,416
(+5.5) +7.0
355 37,157 257
236 37,371 214
162 37,988 617
153 1,088
('{‘2 . 6-5'“ (+2 L) 9 )
5,074 _ 6,229
(20.2) (+19.6)

cont..
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e e o e e e et e e e e e LT e e e e
1 2 3 4 5 6 7

April 7,757 () 41 30,859 668 38,616 628
May 7,906 149 31,187 €28 39, 393 777
June 8,20 384 32,259 772 40,549 1,156
April - June 492 2,069

(+6.3) (+6.9)
July 8,C13 (=)277 32{752 193 40,765 216
August 8,043 30 33,154 402 41,197 432
September 8,028 (<) 5 33,517 393 41,585 388
July - September (=)252 1,28 1,036

8
(=3.0) (+1,0) (+2.6)



164
STATEMENT I,11(Contd.. )

1 2 1 5 6 7
October 8,22% 186 33,920 373 12,144 559
November 3,18% =40 31,228 308 12,4172 268
December 8,981 797 35,142 914 14,123 21,711
October-December __ 943 1,595 2,538

(¥11.7) (+.8Y (¥6.1)
January 3,136 525 %,992 150 43,828 295
February 8,%1% (+) 6 35,154 162 43,595 -233
March 8,510 (+)68 35,310 156 43,820 328
January-March (-)471 ...168 (=)200

=5.27 (¥0.8) (=0.5)
Over the year 112 5,120 5,832

(+9.1) (¥17.0) (+15.4)

Note: Data from April 1980 to February 1982 are final. Data for March

1982 is basced on final returns received upto December 25,

1982

and would therefore very from the partially Revised data
published in the RBI Bulletin.

Source: Weekly Returns submitted by banks under Section 42(2) of

R.B.I. Act,



165
Appendix II

EVOLUTION OF INTEREST JAT ES ON BANK DEPOSITS IN INDTA

Prior to 1969;*the'fixatiom)of rates was left to the Banks. Thc

SBI fixed its own rates. The other major banks were signatoriase

"to an inter-bank agreement. Some very short-ierm dernsit rates

in particular the-rate on deposit repayable on noticec or of such
short maturity as less than three weeks; were out of alignman*
with the general structure of interest rates. Therefore In
Octoker 196C the BI directed the ccheduled banks not to pay
interest at a higher rate than 2 pex cent below the Benk rate
(thex 4 per cent) on deposits repayable on notice or on expiwy

of 2 period not exceeding 21 days. This wrest~iction was withdrawn
on February 21, 1961.

In March 1661, the 21l India Inter-Bank Agr:ement on moximum rotes

Rates Effective
Prlior to Mareh

1961

As Revised in

March 19%1.

of interest was ravised. The rates were as under :
Term Deposiis

Current Notice Money S.B. 3 days to 31 to 61 cays
a/c A/c. 30 days 60 days %o
T2 days
0. 25 2,0 2.5 2,0 3,25 3.5
(At a notice (3.0-22 to
period of nore 30 days)
than 21 days -
3.0)
0.25 3.0 3.0 3.0 3.25 333

Term Depcsits

91 days t¢ 12 months 24 months 48 months 60 montiis
less than 12 to less to less than to less than 2ana over
months than 24 43 months 60 morths :
monthse
2,5 3.75 4.0 4,25 4,50
3,75 4,00 4,25 4,750 55 00

The Inter-Baik Agreement wWas turther revicad effective from June L
1962 with s7tendard reces of iarcn 1951 remaining unchenged.

Bar.k: weie, howevei, clacsified into four categories and different
rates prescrihed.  Tlae reviesed retes bound th2 signatories
till Mexch 31, 1964.

Effective January 1963, payment of Interest on Gurrent Afc by
banks was abolished as per the inter-bank agreement.
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ITI.5 In 3eptember 1964, the hanks were advised by the 3BI to adopt a
- rational structure of interest rate$ paid on deposits. They were
recommended to pay minirum rate of 4:.per cent per annum on deposi:,
of 91 days with adequata spreads for deposits of longer periods,
aimul taneously the 4BI ‘ssued a directive and imposed ceiling op
rates for 15 to 45 days and 46 days to 90 days.

I1.6 The revisions in the rates offered under the inter-bank agreement
and offered by the 3BI since October 1, 1964, are given below :
(Per cent per Annup

Jtate Bahﬁrof India

13. 4 years to less than 5 years

14, 5 years to less than.6 years -
15¢ 6 years to less than 7 years -
16. 7 years to less than 9 years -
17, 9 years end over -

Prior to Octoker 1, Since February
October 1, to February 18, 1965
194 17, 1965
la T 26 3. B
1. Saving Bank Deposits 3 3 ' 4" ,
11. Notice Money — At a withdrawal -
notice of 3 days or more 3 -NIL~
iii- Term DepOSitSn
1. Upto 14 days - NIL NIL
(Effective
September 25,
) 1964)
2. 15 days to 45 days 3 13 B
(Effective -
September 25,
, 1964 )
3. 3ldays to 60 days 3+ - -
4, 46 days to 90 days - i . 3
(Effective
September 25,
1964}
5 61 days to 90 days 3% - -
6. 91 days to less chan 5 months - Z 5
7. 91 days to less than 7 months - - -
8, 6 months to less then' 1 year 3% &5 5%
9. 7 months to less than 1 yeanr - - -
10. 1 year to less than 2 years 4 Z 6
11, 2 years to less than 3 yeass a4z iy 6%
12, 3 years to less than 4 years 4; 54 6
o) 7
it .
2 7
o 7

iv. Current A/c. - -
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(Per cent per snnim)

Agreement covering Banks with s.50 croxes.
and above
Prior to Octaber 1, to Since:Februaryflg,“
October 1, February 17, 1965,
196.1 1965
4. S ' 6.
1. Savings Bank Deposits 3 3% 4
ii. Notice Noney - At a withdrawal
notlce of 3 days or mors 3 -NIL-
ili. Term Deposits
1. Uptu 14 davs 3 NIL NIL
(Sffective
September 25,
1964)
2. 15 days %o 45 aays - C 1 e
(Effective
September 25,
‘ 1964)
3. 31 days to 60 days 3% - -
4, 46 days to 90 days - 3
: (Effective
. September 25,
. 1964)
5. 61 days to 90 days 3% - -
6. 91 days to less than 6 months - 4 5
7. 91 days o less than 7 months 33 - -
8. 6 months to less than 1 year - 4% 5
9, 7 months to less *hen 1 vear 4 - .
10. 1 year to less than 2 years 4% 5 6
11. 2 years to less than 3 years 4% 5t 6-
12. 3 years to less than 4 years a4 5% 3
13. 4 years to less than 5 years 5 5% €5
14. 5 years to less than & years 55 6 6 7
15. 6 years o less than 7 vyears = 6 7
16, 7 years to less than 9 years 6 64 T4
17» 9 years and over 6 65 74
{v. Current A/c. - - - -
11.7 In March 1968 the Bank issued a directive prescribln: the ratc:

payacle in respect of savings bank deposit and time deposits o7 ¢
few specified maturlty periods.

11,8 On Zeptember 1, 1969 the ABL issued a directive regul ating thc
rates vn all types deposits for the first time. The practi.2 oI
paylng interest on current a/c and brokerage on deposits was also
prohibited by the aBI, The rates of 1nterest revised in Marca
1968 and thereafter are glven belcw.
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i — s PP NG I FSentd. ) : “_._......‘- e
. Fixed Deposits T
«aVI_ng._s .. 15 to 45 46 to 90 51 days to 6 menthe- - T
_"“___m___";mwgﬁP051t day% ..... days  less than to less_thy
: ﬂ B months 9 monthe  ~
> Py 3. 4. 5" :—'\
@ (Per cent Anrs
March 4, 1968 3.50 1.25 2,50 The rates-wereasper—mily
Inter-bank agreement ’
September 1, 19%9 3.50 1.25 2.50 4.00 4.50
April 1, 1970 3. 50 1l.25 2.50 4,00 4,50
January 11, 1971 4.00 2,00 3.00 4,25 4475
»*
April 1, 1973 4,00 275 3.25 4,75 5¢ 25
April 1, 1974 5. 0C 3. 00 3.50 5. 00 5 50
July 23, 1974 5. J0 3.00 3. 50 5. 50 6. 00
* 4
June 1, 1977 5400 3.00 3450 4.00 4.50
(W thout
cheaue
facility)
3., 00
(W th cheque
facility) \
March 1, 1978 450 2450 3,00 400 4450
September 13, 1979 5.00 2-50 3000 4'00 4-50
March 2, 1981 5. 20 2.50 3. 00 4,00 4.50
March 1, 1982 5. 30 3.00 4400 5, 00 6. 00
October 26, 1982 570 3.00 4.00 5. 00 6. 00

Effective from Apri. 1, 1968. )
Rates of interest ¢n deposits with Indian Scheduled Banks having demand
and time liabilities of Rs.350 crores oI above and foreign banks.

##% Except on savings deposits which were effective from July 1, 1977.

* ®

(1) Above 5 years zut upto and inclusive of 6 years
(2) Above 6 years.

¢ Three years to _2ss than five years.
££ Five years and a:oves

Ssp
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—

Hxed Depoalts

9 months

1 year to 2 years to 3 years Above
to less to less less than & upto & 5 years
than 1 than 2 years 3 years incluslve
year of 5 years
6. 7. 8. 9. 10,
(Per cent Per Annum)
march 4, 1968 The rates were 5. 50 The rates Were as per Inter-bank
as per inter-bank agreement
agreement
September 1, 19%9 5. Q0 % 50 575 6.00 6.50
april 1, 1970 5, 00 5450 64 Q0 6450 6.7521)
7,00 2)
January 11, 1971 5.25 6.00 650 7.00 7.25
April 1, 1973* 5a 25 6,00 7.00 7.00 725
April 1, 1974 6.25 6,75 7.50 775 8. 00
July 23, 1974 7.00 8, 00 9. 00 10,00
*n
June 1, 1977 5. 00 6,00 8. 00 10. 00
March 1, 1978 5. CO 6. X0 7450 9,00
September 13, 1979 5.50 7,00 8. 50 10.00
March 2, 1981 5 50 7450 3, 50 10. 00
3 years &
above
March 1, 1982 7.00 8.00 9.00 10, 00
3 years &
above
£ ££
QOctober 26, 1982 7.00 8, 00 9.00 10. 00 11.00
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Appcndix III

Structural Aspccts of
Commereial Bank Deposits

-

During thc 1270's, there have occurred rpdical
changes in many qualitative or structural aspects of
scheduled commercial bank deposits. The purpose of
this notec is to highlight these changes on the basis
of available data. In many respects, the data
available are)fairly up-~-to-date, but there are
certain_aspgégs on which the existing data are too
dated to capture some of the recent polic& initiatives.
There are also a few aspects of bank deposits on which
the existing information system does not contain any
datae; or contains it rather inadequately. We have
atiempted to collect them through a special set -of
returns from banks. All of these constitute the data
base for many of the conclusions and premises used

in the main body of the Report.
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1. Distribution by Population Groups

Deposits of 'rural' branchecs today constitute
about 13.4 per cent of aggregate deposits in contrast
to just about 3.1 per cent in June 1969, While the
percentage shares of 'semi-urban' and 'urban' branches
have almost stubbornly remained unchanged, that of
'metropolitan' branches receded from 49.0 per cent in
June 1969 to 38.7 per cent in December 1981
(Statement III.1).

Despite the changes noticed above; the dominance
of a few key centres in regard to bank deposits still
persists. The fifty top centres in the country
accounted for 15.24,488 crores or 55.3 per cent of the
all India dcposits of 5.44,260 crores in December 1981
(Statement II1.2). Tuis sharc of the first fifty had
formecd 61.6 per cent in December 1975. Likewise, the
top ten centres accounted for 40.8 per cent of the
total deposits in Deccmber 1981 as against 46.3 per cent

in December 1975,
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2. Contribution of New Branches Opened
After Bank Nationalisation

The age group-wise composition of bank deposits,
presented in Statement 1II.3, revcals that at the
end of December 1981, is.18,923 crores (or 42.8 per cent)
out of a total of R.44,259 crores were contributed by
the bank branches opened after June 1969. A more
significant revelation is that branches opened during
the years 1973 to 1976 had generally fetched more
deposits by the end of December 1981 as contrasted
with those opened during the years 197C. to 1972.
Another set of data presented (Statement III.4) on
'distribution of deposits according to age group and
population group of bank branches' broadly reveals
that the new branches opened during the years 1973 to
1976 in 'urban' and 'metfopolitan' centres fetched
63 per cent of +the additional aggregate deposits
mobilised by all new branches opencd in these years
as against thc comparablc proportion of 53 per cent
for the years 1970 to 1972. Onc probable explanation
for this lies in a perccptibly higher péce of branch
expansion in the 'metropolitan' areas during the years
1973 to 1976 than in the carlier or *he latter years

(Statement III.5).
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More significantly, as at the end of December
1981, about 24.2 per cent of the deposits of new bank
branches opencd after nationalisation have emanated
from 'rural' branches and only 32.% per cent from
'metropolitan' branches (Statement III.6); these
convrast with their respective shares of 12.5 per cent
and 39,3 per cent in the deposits of all bank
offices including those from the older offices. The
new branches opened after June 1969 have contributed
almost similar amounts of contributions in different
population groups except the 'metropolitan' centres:
"rural' £s.4,557 crores, 'semi-urban' [.3,869 crores;
and 'urban' [5.4,380 crores. In proportionate terms,
these range from 20 to 24 per cent. The 'metropolitan'
branches contributed as much as R.,6,118 crores or over
32.3 per cent.

%, Deposits by Type

The composition of dcposits has undergone a
gradvual but steady change in favour of term deposits;
the share of savings deposits also improved from
25.6 per cent in December 1972 to 28,7 per cent in
Lecember 1980 but much less as compared with term

deposits (from 51.2 per cent to 55.8 per cent).
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Correspondingly, the share cf current deposits has
slipped from 21.4 per cent to 15.5 per cent
(Statement III.7).

4. Two-Way Classification By
‘vpe and Population Groups

In the case of the 'rural' branches, savings
deposits constituted 43.1 per cent in Deccmber 1980

and term deposits 48.7 per cent. Savings deposits

have been growing the fastest in 'rural'areas, their
share having increased from 38.9 per cent in December

1972 to 43.1 per cent in December 1980, In 'semi-urban'

arcas, both savings and fixed deposits have grown at an
equal pace, thcir shares having risen from 30.8 per
cent to 33%3.8 per cent and from 51.7 per cent to 55.1
per cent, respectively. In the 'urban' areas and to
some extent, even in the 'metropolitan' areas, it is

the growth of term deposits that has bcen the fastest,

in these cecntres; tecrm deposits constituted about 57 to

58 per cent each of thecir total dcposits in December
1980 as against 51 to 52 per cent each in Deccmber 1972

(Statement III.8).
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Looking at this cross-classification in a

Gifferent way, of the total savings deposits, 'rural'
branches had accounted for 10.4 per cent in December
1972; by uvecciiber 1980, this proportion had increased
to 18.9 per cent, The sharec of 'rural' branches in

term deposits also went up albeit slowly from 6.5

pcr cent to 10.9 per cent. In the total term deposits,

the share of the 'metropolitan' branches fell from
46,4 per cent in December 1972 to 40.9 per cent in
December 1980, Interestingly, the percentage contri-
butions of 'semi-urban' and 'urban' areas to term
deposits remained almost static during the period
undcr review; so are their contributions to savingé
deposits (Statement III.8).

5. Ownership Pattern

Data on ownership patiern of total and different
typcs of deposits, available only upto March 1978 show
that the proportion of 1institutional deposits in total
deposits declined in the 1970's, with a corresponding
increase in the part attributable to "individuals and

professicnals”,., This latter part rose from 47.8 per cent
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6. Maturity Pattern of Fixed Deposits

The change of a very conspicuous naturc reclatecs to

the shift in the maturity pattern of fixed deposits

in favour of the highe¢st maturity period of above

5 years; what was 7.0 per cent of the total fixed
deposits in iarch 1970 and 13.4 pér cent in March 1972 as
the share of tiis maturity period, becamc 38.4 per
cent in March 1976 and 54.7 per cent in March 1978

( - Statement III.11). ZEvidence clearly suggests

that this radical shift occurred inter alia because

of the higher interest rates offered and also because
of the series of 'special dcposit schemes' initiated
by the scheduled commercial banks during the latter
half of the 1970's with the benefits of compounding
interest income. This is an aspect on which no

systematic data exists at present.

______ y, G
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in 1961 to 58.7 per cent in 1971 and further to
64.9 per cent in 1978 (Statement III. 9). Lven this

rise occurred in fixed deposits, while in current

decposits, the sharc of 'individuals and professionals',
as cxpectcd; fell over the years.

A further disaggregation of the category of
'individuals and professionals' into different
occupational groups is available only for two periods,
namely, March 1976 and March 1978 ( Statement III.10).
These data show that the farmers' share in aggrecgate
deposits formed 5.4 per cent in March 1976 and 7.3
per cent in March 1978, that of wage and salary earners
15.0 per cent and 17.3 per cent, and that of
'professionals and self-employed persons' 5.9 per cent
and 8.2 per cent, respectively. It is the residual
category of "others (including unclassified)’ held the
bulk: 41.1 per cent in March 1976 and 3%2.1 per cent
in March 1978. A4 more recent information on this
aspect of bank dcposits should be of immense use for

getting an insight into the sources of deposit growth.
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LIST OF STATEMENTS

ment Title

— e — et N —— - . ——— - e

I1T-1. Distribution of deposits of scheduled commercial
banks according to ponulation groups
III-2. Share of top 10 and top 50 centres in aggregate deposit;

ITI.3. . Age group-wise distribution of deposits of scheduled
commercial barks

ITII-4. Distribution of outstanding aggregate deposits according
to age group and paopulation group of bank branches.
ITII+5. Centre-wise distribution of commercial bank offices
in Irndia
ITI»6. Distribution of dewosits of scheduled commercial banks b

population grour and deposits of branches of scheduled
commercial banks onened after nationalisation

ITTe7. Distribution of deposits of scheduled commercial banks
according to type

IIT«8. Two-way classification of bank deposits by population
group and tyne of deposits
II1I-9. Ownership of bank deposits by type and economic sectors

III.10. Pattern of ownership of commercial bank deposits:
Disaggregated (1976 and 1978)

TIT*11l. Maturity classification of fixed deposits with
scheduled commercial banks
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ST’ TEMENT=T™L1,

DIST :IBYUTICH OF DETOSITS OF SCHEDULED COMIMERCTAL BAWKS

Population Group

Period
e
_Jungr“. 1269
December 1969
December 1970
December 1971
June 1972
December 1972
Jne 1973
December 1973
June 1974

ACCORDTNG TO PORPUTATICN GROUDS

Semi--urban

Rural

2
145
(3.1)
306
(6.4)
400
(7.3)
3783
(5.2)
459
(6.2)
540
(6.5)
654
(7.1)
741
(7.3)
842
(7.9)

3

1,024
(22.0)
1,054
(21.9)
1,254
(22.8)
1,605
(22,2
1,585
(21.3
1,869
(22.4)
2,130
(23.3)
2,317
(23.0)
2,437
(22.7)

Urban

Metropo-
litan

4
1,209
(25.9)
1,279
(26.5)
1,405
(25.6)
1,855
(25.8)
1,798
(24.1)
2,087
(24.9)
2,322
(25.4)
2,496
(24.8)
2,644
(24,7)

5

2,287
(49.0)
2,183
(45.2)
2,443
(44.4)
3,405
(47.0)
3,606
(48.6)
3,864
(46.2)
4,053
(44.2)
4,530
(44.9)
4,791
(44.7)

(Rupees, Crores) __ _

Total

6

——a m— e e . - —————

4,665
(100.0)
4,822
(100.0)
5,502
(100.0)
7,243
(100.0)
7,448
(100.0)
8,360
(100.0)
9,159
(100.0)

10, 084
(100.0)
10,714
(100.0)
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STATEMENT III.1 (Contd. )

1 2 3 4 5 6

— 2 S
Decemher 197 923 2,624 2,857 5,206 11,610
T (8.0) (22.6) (24.6) (44,8) (100.0)
June 1975 1,026 2,814 3,106 5,690 12,637
(8.1) (22.3) (24.6) (45.0) (100.0)
December 1975 1,171 3,100 3,394 6,046 13,711
8.5) (22.6) (24,8) (44.1) (100.0)
June 1976 1,328 3,452 3,785 6,690 15, 255
T (8.7) (22.6) (24.8) (43.9) (100.0)
December 1976 1,577 3,913 4,338 7,767 17,595
(9.0) (22.2) (24,6) (44.2) (100.0)
June 1977 1,763 4,259 4,685 8, 329 19,036
(9.3) (22.4) (24.6) (43.7) (100.0)
December 1977 2,049 4,668 5,238 9,259 21,214
(9.7) (22.0) (24.7) (43.6) (100.0)
June 1978 2,316 5,200 5,882 9,948 23,346
(9.9) (22.3) (25.2) (42.6) (100.0)
December 10578 2,670 5,828 6,672 11, 334 26,503
(10.1) (22.0) (25.2) (42.8) (100.0)
June 1979 3,053 6,443 7,134 -~ 12,054 28,684
| (10.6) (22.5) 124.9) (42.0) (100.0)
December 1979 3,584 7,006 7,836 12,800 31.225
(11.5) (22.4) (25.1) (41.0) (100.0)
June 1980 3, 966 7,712 8, 368 13,275 33,321
(11.9) (23.1) (25.2) (39.8) (100.0)
December 1980 1,644 8,540 9,273 14,540 36,997
(12.5) (23.1) (25.1) (39.3) (100.0)
June 1981 5,254 9,485 9,963 15,981 40, 683
(12.9) (23.3) (24.5) (39.3) (100.0)
Deccmber 1981 5,939 10, 234 10, 949 17,137 44,259
(13.4) (23.1) (24.7) (38.7) (100,0)
March 1982 6,097 10, 328 10, 917 16,799 44,141

Kote: 1, Classification of centres is as per RBIL's
Basic Statistical
2. Figures in brackets renresent percentages to total.

Returms

—

e —— . st



Ranlkk Name of the Centre
» No.of
Reporting

O ® 2 O\U'Is;‘sw[\.)b—‘!
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10.
11,
12.
13,
14,
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STATEMENT III.2

SHARE OF TOP 10 AND TOP 50 CENTRES IN

AGGREG ' TE_BANK DEPOSITS

_ December 1981

Deposits

. _._December 1975

" No.of

Deposits

(Rs.Crores) Reporting (Rs.Crores)

e Qffices Offices _

1 2 __ 3 4 5
Bombay 957 5,726 729 2,171
Delhi 826 4,257 594 1,280
Calcutta 711 3,331 490 1,346
Madras 137 1,240 351 436
Bangalore 431 895 291 245
Ahmedabad 332 653 233 214
Hyderabad 311 647 202 210
Pune 187 467 138 158
Lucknow 128 439 74 141
Kanpur 190 389 113 143
Vadodara 111 383 79 108
Chandigarh 75 347 54 89
Patna 102 322 62 99

Ludhiana 94 260 71 79



15. Jullundur
16. Amritsar
17. Nagpur
18. Jaipur

19. Cochin
20, Surat

21. Trivandrum
22. Varanasi
23. Allahabad
24, Indore

25, Dhanbad

26, Srinagar
27. Coimbatore*
28. Bhopal

29. Agra

30. Visakhapatnam
31. Dehra Dun
32. Gauhati

STATEMENT III.2(Contd ,.)

2

87
93
102
111
142
90

92
92

81
96
25
73
91
81
76
55
41
56

182

3 4 5
253 59 79
231 74 77
211 73 64
209 67 64
205 93 66
190 66 62
178 58 49
175 55 55
172 46 61
171 66 54
157 16 162
155 41 43
153 68 54
148 43 42
147 49 46
144 37 37
141 26 35
141 33 36



STATEMENT III.2 (Gandd.,.)

183

33.

1

Meerut
Mangalore
Ranchi

x

Rajkot
Howrah
Bhubaneshwar
Jamshedpur
Patiala
Jabalpur
Madurai

Mysore

Jarmmu

2 3
64 132
79 132
43 125
53 124
51 122
40 119
42 117
49 114
61 111
87 107
72 99
47 99

4 5
42 52
55 39
21 32
45 42
30 46
19 27
28 39
27 34
39 47
65 38
49 33
34 29
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STATEMENT III.2 (Ctond. )

c—_—— — ; - - —_——
R Ll - —— 3 4 3
45, Gwalior e 47 98 32 36
46. Thane* 39« 97 28 27
47. Gorakhpur 32 94 s 24 29
48, Vijayawada~ 67 92 46 24
49. Jamnagar 38 86 30 32
50. Dharwar® 55 85 46 30
Total for top 50
Centres 7,402 24,488 5,111 8,140
All-India Total 37,873 44,259 20,050 13,711
Share of Top 50 in
All-India(Per cent) 19.5 55.3 25.5 61.6
Total for Topn 10
Centres. 5,271 18,043 3,215 6,344
Share of Top 10 in
All-India(Per cent) 13,9 40.8 16.0 1643
Share of Top 10 in
Top 50(Per cent) 71.2 73.7 62.9 75.2

*“These four centres, namely, Coimbatore, Thane, Vijayawada and
Dharwar did not figure in the Top 50 centres of December 1975;the
replaced the followings: Hubli(Rs.30 crores in December 1975),
Navasari (Rs. 29crores), Tiruchirappalli (rs. 28crores), and Bhavnagar
(Rse 27 crores). With these centres, the share of top 50 in December
1975 worked out to Rs.8,420 crores or 61.4 per cent of the
aggregate denosits.
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STATEMENT III,3

AGE GROUD-WISE DISTRIBUTION OF TOTAL
DEPO3TTS _OF SCHEDULED, COIMERCTAT, BATKS

__(Rupees, Crores)

June 1973 June 1975 December December
1980 1981

- ——

- e —

Age Groups

2 3 a4 5

e —— e e E——————— v r—

. 22236 25336

- p—— s ——_ = - —— ——— am > m e —————— = - o —e—a

Upto June 1365 8050 _ 10225

July 1969 - June 1970 421 625 1,938 2,304
July 1970 - December 1970 170 256 847 1,009
January 1971 - June 1971 151 236 741 884
July 1971 - December 1971 168 292 927 1,089
January 1972 - June 1972 186 136 513 621
July 1972 -~ December 1972 114 295 1,094 1,347
January 1973 - June 1973 34 164 723 887
July 1973 -- December 1973 210 1,082 1,326
January 1974 - June 1974 73 402 486

July 1974 - December 1974 113 964 1,195
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STATEMENT III.3 (Contd. )

———eme - 5 3 = ——
January 1975 June 1975 T 31 417 .—t§T§
July 1975 December 1975 1,065 1, 35¢
Januvary 1976 June 1976 446 560
July 1976 December 1976 1,425 1,875
January 1977 .- June 1977 427 557
July 1977 Decemper 1977 631 862
January 1978 June 1978 259 360
July 1978 December 1978 349 502
January 1979 June 1979 186 289
July 1979 December 1979 136 244
January 1930 June 1980 99 162
July 1980 December 1980 86 276
January 1981 June 1981 148
July 1981 - December 1981 69

| moTAL: 9,159 12,637 36,997 44,259

- o -
T S et o e S e S = — " — — T G Sy . ———— - — —— . — ————— —— — —— S T > — S ——— ——— G —— ——— — ——— —

(Blank means not relevant)
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STATSUENT 171.4.

DISTRIBUTION OF OUTSTANDING AGGREGMTE DEPOSITS ACCORDING TO
AGE GROUP AND POPUL. TION GROUP OF BANK BR"NCHES

e . (Rupees,Crores)

Population Group Rural Semi-  Urban/

Age Group of branches __  __. ____. __urban _-.Iﬂ.@t};qgo,l.i.t.a_n__5?.C5_>}.‘—.a_L____.4
Upto June }.;969 1',2f§,“e';2_“§‘,"3'6'6‘ “"1‘3‘,"5‘39‘“' TSR, 36
July 1969-Junc "1970 789 478 1,037 2,304
July 1970=-December 1970 362 218 428 1,009
January 1971-June 1971 251 175 459 384
July 1971~-December 1971 318 250 521 1,089
January 1972-June 1972 157 147 317 521
July 1672-December 1972 229 213 905 1,347
January 1973-June 1973 104 126 656 887
July 1973-December 1973 216 271 839 1,326
January 1974-June 1974 73 95 318 186
July 1974~-December 1974 190 301 702 1,195

January 1975-June 1975 63 111 339 513



January
Julv
January
July
January
July
January
July
January
July
January

July

Total
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STATEMENT III.4 (Contd..)

1975-December
1976~-June
1976-December
1977=-June
1977-December
1978-~June
1978~December
1979-June
1979-~December
1980-June
1980-December
1981-June

1981 ~December

(211 Indaia)

1975
1976
1976
1977
1977
1978
1978

1979

1979

1980

1930

1981

1981

103

111
45

28

5,939

----- 377U TS
385 740 1,356
153 299 560
190 1,133 1,778

97 303 557
136 406 862
50 201 350
86 268 302
29 198 289
37 100 244
21 87 162
41 124 276
15 se 148
14 28 69
10,234  23,08¢ 44,259

. G - — P — e = G ——— ——— — - G S G — — G G — S . . — e . — S MED ME  R ANE D Sen R % S — — —  dy a— g



CENTRE-WISE DISTRIBUTION OF
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STATEMENT III.S5

(YEAR AND FIGURES

_Number of

COMMERCIAL BANK OFFICES IN INDIA
AND ANNUAL INCREZSES) -

(In_Numbers)

Bank offices at the end. of _the period _

Qngzpyeg Rural Seml ur%an Urhanh__H}gquzggkltgpu”jkffg;__u
e A 2 Z Lo . ]
1969 1,832 3,322 1,447 1,561 8,262
(22.2) (20.,2) (17.7) (20.1) (1067.0)
1970 3,062 3,695 1,583 1,791 1o 131
1971 4,279 4,016 1,778 1,940 13,013
(35.6) (33.2) (14,8) (16,2) (100.0)
1972 4,814 4,385 2,323 2,100 13,622
(35,3) (32.2) (17.1) (15.4) (100.0
1973 5,561 4,723 2,573 2,505 15, 362
(36.2) (30.8) (16.7) (16.3) (100.0)
1974 6,165 5,089 2,899 2,733 16,936
(36.4) (30.0) (17.1) (16.5) (100.0)

cont...
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STATEMENT II1.5 (Contd.s )

- 0e wu D . . . S s w— — . > =4 v e — -—— s > o - —— o m- - e o e e e o,
«

1 2 3 4 5 6
1975 6,806 5,569 3,267 3,088 18,730
(36.3) (29.7) (17.5) (16.5) (100.0)

1976 7,687 6,387 3,739 3,407 21,220
(36,2) (30.1) (17.6) (16.1) 1100.0)

1977 9,532 7,211 4,263 3,796 24,802
(38,4) (29,1) (17.2) (15.3) (100.0)

1978 11,802 7,586 4,542 4,006 23,016
o (42.1) (27.1) (16.2) (12.6) (100.0)
1979 13,333 7,045 4,717 4,307 30,202
(£1.1) (26,0) (15.6) (14.3) (100.0)

1980 15,101 8,078 1,856 4,304 32,419
(46.6) (21.9) (15.0) (13.5) (100.0)

1931 17,652 8,423 5,126 4,505 35,706
(49.4) (23.6) (14.4) (12.6) (190.0)

1982 20,398 3,763 5, 360 4,659 39,180
(52.0) (22%4) (13.7) (11.9) (100.0)

Figures in brackets represent percentage to total.
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Statement III.5 (Contd.)

Centre-wise Distribution of Commercial Bank O.Sfices in India

(Year and figures and Annual increases)

(In Numbers)

Increase over the previous year

End-June Rural Semi-urban Urban lMetropoli- Total
(1) _ (8) (9) tan (1G) (11

1969 - - - - -
1970 1,230 375 136 130 1,869
1971 1,217 321 195 149 1,882
1972 535 369 545 160 1,609
1973 747 338 250 405 1,740
1974 604 366 326 278 1,574
1975 641 480 368 305 1,794
1976 881 818 472 319 2,490
1977 1,845 824 524 389 3,582
1978 2,270 375 279 290 3,214
1979 1,531 259 175 221 2,186
1980 1,768 233 139 T 2,217
1981 2,551 345 270 121 Z,287
1982 2,746 340 234 154 29474
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STATEMENT IXT.6

RISTRIBUTION OF. DECOSITS OF SCERDJLED COMIIBRCT L
BANKS 3Y _POPUL TTLON GROUP

(Rupees, Crores)

Population Group T T T T T T Metro- . . L L

& : Rural Semi-~urban Urban . T ot

As at end of mi—urban o politan - 2]
- T3, 5. 6.

— —— - __l_l.._ . m—a——— . - m - ._.2._0.-_-_.4.. . e men - —— = A i e o .':_!.-.ﬂ- Rl i e LI R SN N S

A: TOT*7, DEPOSITS OF BRNCHZIS3 OFENSD _TTIR

NATTON: LIS TTON

December 1972 220 179 150 221 799
(27.5) (2.4} {(22.5) (27.6) (100.0)

December 1973 367 272 293 473 1,404
(26.1) (15.4) (20.9) (33.7) (100.0)

December 1974 193 373 153 663 1,938
(2:.8) (19.0) (22.2) (33.4) (100.0)

December 1975 666 556 692 1,002 2,915
(22.3) (19.1) (23.7) (37.4) (10C.0)

December 1976 975 30€ 1,124 1,632 4,627
(21.1) (19.:3) (21,3) (35.3) (100.0)

December 1977 1,328 1,271 1,57 2,208 6,231
, (20.9) (19.9) (21.7) (3..6) (100.0)
December 1978 1,854 1,769 2,144 3,114 3,380
(20.9) (19.9) (24.1) (35.1) (100.0)

December 1979 2,591 2,317 2,754 4,144 11,816
(21.9) (13.6) (23.1 (35.1) (100.0)

December 1980 3,481 3,015 3,455 4,810 4,761
(23.6) (20.1 (23.4) (32.6) (100.9)

December 1981 4,557 3,869 4,380 6,118 13,924

(21.2) (20.4) (23.1) {32.3) (100.0)
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STATEMENT III.6(Zontd..)

o —— - — e e ——— = e A—— . — o — " — o — o -

-.,1 2 - 2.2 - e = e mim b e .39 . - ;_L-_.,.--,--.._,_S.z._ ————. = ..'_6.9,.. . e o
B: TOT:i, DEPCSITS QOF "Ll BRTINCHIS
December 1972 540 1,869 2,087 3,061 3, 350
( 6.5) (22.4) (2:.9) (16.2) (100.0)
December 1973 741 2,317 2,496 %.530 10,084
( 7.3) (23.0) (2:.8) (i, (100.,0)
Lo o T 223 2,621 2,357 5, 000 11,710
( 8.0) (22.6) (24.6) (11,8) (100.0)
December 1975 1,171 3,100 3,397 6,046 13,711
( 8.5) (22,6) (2 .8) (41,1 (100.0)
December 1976 1,577 3,913 1,338 7,757 17,595
( 9.0) (22.2) (2:.5) (§2.72) (150.0)
December 1977 2,09 *, 668 5,230 2,259 21,21%
( 9.7) (22.0) (22.7) (13.6) (100.0)
December 1978 2,670 5,82 5,67 11,23% 25,503
(10.1) (22.0) (25.2) (42.83) (100.,0)
December 1979 3,584 7,006 7,83¢ 12,800 31,225
(11.5) (22.1) (25.1) (41.0) (100.0)
December 1980 A, 64 g,540 9,273 11,540 36,997
(12.5) (23.1) (25.1) (39.3) (100.0)
December 1981 5,939 10,234 10,919 17,137 11,259
(13.:1) (23.1) (21.7) (38.7) (10C.0)

Figures in brackets renresent nercertage to total.

SVB*
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STATEMENT II1.7
DISTRTBUTION OF DEPOSITS OF SCHTDULID
COMMERCIAI, BANKS ACCORDING TO TYPE _

(Rupees, Crores)

Type of Deposits Current Savings Term Others Total
—YPS PO = o) e = A
U S J U~ IO
Decemper 1972 1,771 2,120 2,239 1.2 SRS
(21.2 (25.6) (51.2) (1.7) (100.0)
June 1973 2,001 2,3:0 1,623 115 9,130
(21.9) (26,2) (50.6) (1.3) (100.0)
Decelber 1973 2,073 2,596 5,276 113 10,057
(20.6) (25.8) (52.5) (1.1) (100.¢)
June 1974 2,202 2,843 5,576 126 10,717
(20.5) (26.5) (51.9) (1.2) {100.0)
December 1974 2,238 3,011% 6,156 160 11,598
(19.3) (26.2) (53.1) Lo (100.0)
June 1975 2,405 3,271 6,823 138 12,637
(19.0) (25.9) (51.0) (1.1) (100.0)
December 1975 2, %50 3,611 7,538 111 13,711
(17.9) (26. ) (55.0) (0.8) (100.0)
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STATEMENT II1.7 (Sontd, )

1 _ - _ .5 . _.&6_ ___

June 1976 2,661 3,918 8,611 62 15,255
(17.5)  (25.7) (56.5) (fed4)  (100.0)

Decembc v 1976 3,169 1,25 9,991 % 17,607
‘12,0) (25.0) (56,7) " £0 ¢3)  (100.0)

June 1977 3,0€1 A, 713 11,037 122 18,933
(16.1) (2+.8) (58, %) (0.7) (100.0)

December 1977 3,580 5,29 12,288 - 21, 357
(16,8) (25.7) {(57.5 ) (100.0)

June 1978 3,848 6,273 13,225 - 23,316
(16.5) (26.9) (56,6) (100.0)

December 1978 1,551 7,108 11,841 - 26,503
(17.2) (26.8) (56.0C) (100.0)

June 1979 1,828 7,840 16, 015 - 28, 684
(16.8) (27.3) (55.9) (100.0)

December 1979 5,048 8,597 17, 219 31,225
(16.2) (27.9) (55.9) (100.0)

June 1980 5,119 9,462 .18,740 - 33,321
L (15.4)  (28.4)  (56.2) (100.0)

December 1980 5,726 10, 606 20, 666 - 35,9297
(15.5) (28.7) (55.8) (160.0)

Source : R.B.¥.:Basic Statistical Returns(BSR)
FPigures within brackets represent percentagc to total
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STATEMENT I1IT.8

TWO WAY CLASSIFICATION OI' BANK DEPOSITS BY
PQPULATION GROUP “ND TYPE OF DEPOSITS
' ' {(Rupees, Croras)

Type of ___ . December 1972 __ __ e
Deposits Curcent - Savings = Fuxed =~ Others Tctal .
Fopulia- ' —
tion
Group. 1 2 3 % 5 L 5
Rural 67(11.9) 219(38,9) 275 (48,8) 200.4) 563(10C.0)
(3.8) (10.4) (6.5) (1.7) (6.8)
Semi- 316(16.3) 578 (30.8) 971(51.,7) 12(0.7) 1,877(100.0)
Urban (17.9) (27.3) (22.9) (3.5) ( 22.7)
Urban 106 (20.6) 518(26.3) 1,027(52.0) 21(1.1) 1,973(100.0)
Metropo- 982 (25,.,4%) 304(20.8) 1,967(51.0) 107(2.2) 3,859(100.0)
litan (5:.%) (37.8) (16.4 (75.3) (16.7)
Total 1,771(21.4) 2,120(25.6) 4,239(51.3) 112(1.7) 8,272(100.0n)

(100.0) (100.0) (150.0) (100.0) (100.0)

B e P = e > - e e - e " . 8 e - —_— ———

"Cont..
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STATEMENT III.8 (Contd. )

fype of __________________ December 1975 _ . _ T .
peposits Current _ Savings __Fixed _ . Others _  Totel
population 7 3 9 10 11
Groupe. ’
Rl VR AIINCY: 261 (59.5) 592(50.7) 6(0e5) 1,167:1535.0)
44%) (12.8) (7.9) (5.:%) (8.5)
semi - 434 (14.0) 961(30:0) 1,701(51.7) 12(0.4) 3,105(120.0)
Urban 588 (17.3) 917(27.1) 1,357(5%.8) 28(0.8) 3,390(100.0)
(21.0) (25.4) (2:.6) (22.8) (24.7)
Metropo- 1,319(21.8) 1,272(21.0) 3,389(56.0) 65(1.1) 6,0:6(100. M
litan (53.9) (35.2) £1.9) (58.8) (41.1)
Total: (150(17.9) 3,611(26.3) 7,538(55.0) 111(0.8) 13,712 (100.0)
(100.0) (100.0) (100.0)  (100.0) (100.6G)

e m et m mmie e e e e m e 4 e e e e - Co¢t..



e e e ——— ——  — 8 —— o —— —— ——— i _—— . o —rn

Type of —— e December 1930
Deposits  Current __ _ Savings _
Population
Group. 12 13
Rural SESICEERAANNe D) 2,000(23.1)
(6.7) (13.9)
Semi-- 950(11.1) 2,590(38.2)
Urban (16.6) (27.2)
Urban 1, :47(15.6) 2,568(27.7)
(25.3) (22.2)
Metropo-  2,946(20.3) 3,118(21.6)
litan (51.:1) (29.7)
Total 5,726 (15.5) 10,606(28.7)

(100.0)

1e8

STATEMENT III.8 (Contd..)

(100.0)

Fixed .

14

.- Total

2.7
0.9)

1
55.1)
2

20, 656(55.9)
( 10¢.0)

o ——m——— i - —— - — -

-

15

A,B1AM10N D)
(12.6)

8,5:0(127.90)
(23.1)

1.1,510(100,.0)
(39.3)

36,997(100.0)
(100.0)

Figures in brackets represcnt percentage to total.



- OWNERSHIP OF B?NK DEPOSITS BY TYPT AND ECONOMIC SIZCTQRS:

Sector —éovern—
Type of ment

SCpPOLLCl OllCCL

EECR IS 2

CURRENT
1961 76
(12.4)
1971 366
1976 771
' (27.7)
1978 1,409

(35.9)

L R

1@

STATEMENT

Corporate
Sector
caiiclude-
ing Co-
operatives

178
(28.9)

284
(1808)

451
(16.2)

499
(12.7)

1

1.9

1971 TO 1978

Household Sector

Tc=zal

361
(58.7)

857
(56.8)

1,560
(56.1)

2,017
(51.'1)

RN

e

Indivi-
auais &
profe-

ssirnals

(fa)

116
(23.7)

362
{21.0)

771
(27.7)

679
(17.3)

_ {Rupees, Crores)

Total

Non-corporate (2-t3+.%)

buzinerns.
Partnerships,
Temples, Cha-~-
ritable -
dations and

#ducational

Institutions.

_{b)

215
(35.0)

495
(32.8)

790
(28.1)

1,388

(32.1)

615
(100.0)

1,508
(100.0)

2,782
(100.0)

3,925
(100.0)
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(1) (2)

SAVIIIGS

1961 -

1971 -

1976 -

1978 290
(5.2)

FIXED

1961 115
(14.4)

1971 511
(15.6)

1976 1,311
(16.5)

1978 2,085
(17.4:

200

STATEMENT III.9 (Contd., )

12
(0.2)

159
(20.0)

193
(6.2)
668
(80".‘1’)

474
(4.,0)

284
(1Cu.0)

1,521
(100.0)

3,605
(100.0)

5,293
(91.6)

522
(65.6)

2,371
(77.1)

5,988
(75.1)

9,407
(73.6)

276
(97.2)

1, 198
(97.7)

3,567
(99.0)

2,999
(85.3)

388
(128.7)

1,734
(56,4

5,270
(66.1)

3,261
(69.0)

(5.3)

134
(16.9)

537
(20.7)

718
(9.0)

1,116
(9.6)

284
(100.0)

1,511
(101.,0)

3,605
(100.9)

5,595
(100.0)

796
(100.0)

3,076
(102.0)

7,969
(100.0)

11, 966
(100.9)
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STATEMENT III.9 (Contd..)

1 2 3 1

TOTAL

1961 191 377 1,167
[11,3) “19.9) (68.8)

1971 877 77 1,769
(1:.3) (7.8) (77.9)

1976 2,085 1,118 11,154
(1:,5) (7.8) 77.7)

1978 3,784 985 16,717

PO ——

‘a 4 5
810 357 1,695
(:7.8) (21.1) (100.90,
3,594 1,175 6,125
(58.7) (19.2) (100.0)
9, 608 1,545 14,357
(66.9) (10.8) (100.0)

13,939 2,778 21,187
(6:.9) (12.9) (100.0)

Figures in brackets renresent nercentages to total
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STATEMENIT ITT-10

PATTERN OF OWMIRSHIP OF COMIAERCTM L, BNX DEPOSTT3:
' DIS*GGRUGATED (1976 AND 1978)

(Rurees, Crores)

T T T T T TTMarceh 1978 -
IO March 1976 (Provisional)
1. 2. i B R
. - B D2 S . 2. —
I. Government Sector 2,085 3,784
(1:.6) 14,6)
ITI. Cormnorate Sector 1,118 985
( 7.9) { 4.6)
III. Other Institutions 1,137 2,778
(10.1) (12.9)
(1) Non-credit co-operative 32 98
institutions ( 0.2) ( 0.4)
(2) Unincormorated Concerns 636 1,168
( ~.5) ( 5.%)
(3) Trusts, Associations etc. 242 475
(1.7) ( 2.2)
(4) Others 526 1,037

( 3.7) ( 2.8)
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STATEMENT III.10 (Contds )

S,

IV, Incdividuals "including I'DFs 9, 505
(67.°)

(1) rarmers 770

(2) Wage & Salary earners 2,142
(15.0)

(3) Professionals & Self 348
emploved persons {( 53.9)

(2) Others (including 5,818
unclassified) (11.1)

V. Total 1,218
(100.0)

1. . P

€,901
(32.1)

21,487
(100.0)

Figures in Brackets are pnarcentages to total.
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STATEMENT III.11
MATURITY CLASSIFTCATION OF FIXED
DEPOSITS ITH SCHEDULED COMMERCIAL BANKS
(NoJof Accounts in thousangg
(0 _smount in _crores of rupee

Maturity Pattern 1970 ~_ """ g72 " 1975
of Deposits. No.of Amount No. of Amount No. of Amount
Lbccounts Accounts ___Accounts
1. 6 months or 309 441.5 288 163.5 N.A. 500.7
less ( 16.9) (12.5) ( 8.2)
2. Above 6 months 1,678 987.1 2,032 1,183.,1 N.A, 370.5
but upto 1lyear ( 37.8) (32.0) (6.0)
3. Above 1 year
but upto 2 years 565 304.6 982 545.7 N.A, 1,607.0
(11.7) (1-:.8) (26.3)
4 ,Above 2 years but 438 155.5 635 272.0 N.A, 1,092.6
upto 3 years ( 6.0) ( 7.4) (17.9)
5.Above 3 years 1,024 537.9 1,560 733.1 N.,A, 870.0
but upto Syears ( 20.6) (19.9) (14.2)
6.Above 5 years 492 182.7 1,010 193,8 N,A, 1,675,.%
( 7.0) (13.4) (27.4)
TOTAL; 4,506 2,609.3 6,507 3,691.2 N.A. 6,116,2
(100.0) (1092,0) (100.0)

TOTAL DEPOSITS: 21,664 5,231.1 30,404  7,275.9 N.A.  11,827.2+ .

Cont...
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STATEMENT III,11 (Céntd.. )
(No.of Accounts in thousands)

(Amount in crores of rupees)

Maturity Pattem 1976 _ _____ _domi® _ . ___ . 19788 ____ _.

of Deposits. No.of Amount No. of Amount No, of Amount

- ___Accounts _Accounts . _Accounts .

1. 6 months or 274 675.9 204 826.8 N.). 708.0
less ‘ (8 .8) (8.7) ( 6.0)

2. :\kb’:'\,';_, v AHQJ.J.\—.LI;S :;J. 3'33.1 389 L/‘L22.2 l\JnL’X- “l’é‘:).l
but upto (5.0) (2.%) ¢ (3.6)
1 year

3., Above 1 year 3,823 1,978.3 4,012 2,315.7 N.A. 2.181.5
but upto (25.9) (21.3) (18.6)
2 years.,

4, Above 2 years 1,632 596,0 1,388 185.4 N.A, 41347
but upto (7.8) (5.1) (3.8)
3 years.

5. Above 3 years 3,500 1,076.4% 4,235 1,206,1 HN.A. 1,568.3
but upto (14.1) (12.7) (12.3)
-5 years. ’

6. Above 5 years 5,708 2,943.9 8,889 4,259,7 N.A, 6,426.,0
TOTAL 15, 358 7,653.6 19,117 9,515.9 N.A. 11,754.7

(100.0) (100.0) (100.0)
TOTAL DEPOSITS 60,037 13,885.2 N.A, 17,566.0+ N.A. 22,211.C¥

contedo
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NOTES: i)

ii)
iii)

iv)
V)

vi)

--06

The period of maturity classificaticn for 1975, 1976
and 1977 are slightly different in respect of first
3 categorics as follows:(1) less than 6 months
(2) 6 months and above less than 1 year(3) 1 year ang
above but less than 2 years. The period of maturity
in respect of the fourth category £or 1575 is 2 years
and above but upt» and inclusive of 3 ye:rs, for 1976
an” 1677 it is 2 years and ab~vc but less than 2 vears
and in respect of the fifth category for 1976 and 1977
it is 3 years and above but unto anl inclusive of
5 years.
Data for 1975, 1976 and 1977 exclude inter-bank deposits
Data are besed on t he returns received from the branches
of the banks. In terms of amount of deposits, coverages
for 1975, 1976 and 1977 were 97,98 -and 95 per cent
respectively.
Figures in brackets indicate percentage to total
Data relate to last Fridey of March for 1975, 1976 ani
1977.
Data for the years 1973, 1971 and for number of
accounts for 1975 are not available.

Provisional,.

As per section 42(2) retumns.
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APPENDIX IV

Trends in Won-Resident Deposi* Accounts,
Foreign Inward Remittances and Bank
Deposits

Iv.1 It is widely recognized that (a) forcign
inward remittances and (b) accruals under non-
resident deposit accounts, have been contributing
in recent years rather significantly to the growth
of bank deposits. the purpose of this note is to
present a factual review in this regard.

Foreign Inward Remittances

Iv.2 It is obvious that foreign inward remittances,
or what are called pgivate transfer receipts booked in
the balance of payments statistics, ought to get
reflected, at first remove, in some form of financial
saving e¢ffected by the household sector; this would

in turn bec primarily in the form of currency and

Ca this acsumption, 1% 1 catinaicd

that such foreign inward remittances rad constituted
approximately 6.0 per cent of household saving in the

form of currency and bank deposits togethcr in 1573-74
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Statcment IV.1 Data on Foreign Private
Inward Remittances

(Rupces, crores)

Fiscal Toicaigii waviige  wuschold Secctor's 2

ag $ of 2 3 7
Year Inward in Gross Sayings in the form of (6) (3)
Remitt- Financial Currency and 3Bank
ances @ Assets of Deposits
Household Curr- Bank Total
sector cncy Depo- (4+5)
sits £
1 2 3 4 5 6 ! 8
1970-T1 81 2,085 355 790 1,145 7.1 3.9
1971=-72 112 2,348 404 1,020 1,424 7.9 4.8
1972-73 104 3,004 637 1,210 1,847 5.6 345
1973=T74 143 3,632 769 1,507 2,276 6.3 3.9
1974 =75 220 3,402 18 1,512 1,530 14 .4 6.5
1975-76 424 4,994 342 2,129 2,471 17.2 8.5
1976=T7 624 6,905 1,140 5,307 4,447 14.0 9.0
1977=78 917 1,113 703 3,521 4,424 20.7 12.9
1978-79 944 9,286 1,525 4,620 6,145 15.4 10.2
1979-80 1,472 10,259 1,332 4 659 991 24 .6 14.5
1980.-21 2,150 11,720 1,635 5,383 7,068 30.4 18,7

@ These do not include increasc in th. balanccg of
two non-rc¢sident external accounts.

¢4 Bank Deposits include co-operative credit and non-
credit socie ty deposits.
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but the same shop un o . 30 per cent in 1980-81
(Staiement IV.1). It must be admitted that it is
difficult to apporti.n tac foreign inward vemittances
as between the currency :» nd tank dcposite,

Share of Inward Remittances
in Invisible Receipts

Iv.3 As shown in Stotement 1V.2, the foreign

inward remittances had formed about 24 tc 3C per cent

of the total invisible rcceipts during the first half

of the 1970's; this proportion rosc to about 37 per cent
towar.’s the final years of the 1970's.

Statement IV,.2 : Zrends in Invisible Receipts

(Rupees, crores)

Fiscal Total Invisibles ____ =~ ,
year Total Total et Private transfer 5 as %
Receipts Payments (2)-(3) payments (Inward of 2
remittances)

1 2 3 4 5 A
1970-T1 334 503 - 169 81 24.2
1971 =72 266 504 138 112 %0, ¢
1972 =713 389 527 - 138 104 26.7
197374 485 561 - 76 43 29.5
1974-75 776 559 w217 220 28.3
1975-76 1,254 744 + 510 424 3%.8
1976-77 1,764 940 + 824 624 354
1977-18 2,383 961 <1422 917 23.5
1978-79 2,701 1,130 +1571 944 34,
1979-80 4,016 1,412 12,604 1,472 36,7
1980-81 5,890 1,58C 4,310 2,150 26.5

Source ¢ BOL Stotistics
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Trends in Fon-Export Reccipts

IV.4 vata on foreign inward ~emitiances are not
available beyond 1980-81. lowcver, provisicnal
information :vailable with K31 on non-eczport receipts
put through the Authoriseld wecalecrs in India suggest
that such reccipts have grown at a faster rate
during April-October 1982 as compared with the
corregponding pcriod of 1981. This ig prohably one
of the factors responsiblc for an improvement in
deposit growth during 1982-83 so far.

Statement IV.3 : Trcnds in Hon-ixport Receipts
and Lon-Iluport Payments

\Rupces, crores)

Fiscal Year Edn-Export Lon-Import Net
Receipts Payments 2=3
1 2 . D e , -
1974-75 654 522 1352
197576 , 1,198 790 . 408
1002 (.51.3) (v2C2.1)
1976-77 1,586 883 70%
(+32.4) (+11.8) (=72.%)
1977-18 2,117 379 1,2%8
(+33.5) (-0.5) (+76.1)
1978-79 2,404 1,135 1,269
(+1%.6) (+29.1) (:12.5)
1979-80 3,746 1,168 ,2,578
(+#55.8) (+2.9) («103.2)
1980-~-81 3,969 1,398 2,572
(+5.6) (+19.6) (=C.2
1981-82 4,567 1,960 2,607
(+15.1) (+40.3) (1.4
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1980-81 2,330 719 1,611
1981 -82 2,536 1,011 1,525
(+8.8) (¢40,6) (=2.%)
1982 -83 2,972 1,350 1,622
(+17.2) (+33.5) (#6.4)

(Figurcs in brackets represcnt the percentage increasc/
decrease ovcr the previous year

External Rupce and Foreign Currcncy Accounts

Iv.5 In addition to the unilateral transfer
indicated above,; remittances by Indian cxpatriates

take place under two external accounts permitted to be
maintained with banks in India. As early as in 1970,
non-resident Indians and forecign nationals of Indian
origin were permitted to open with banks in India
external accounts designatecd in rupees. In wovember 1975,
the facility of maintaining by such c<xpatriatcs foreign
currenev (v -n.ra:ident) accounts designated 1n pound
sterling and US dollar was introduccd., The annual
accruals as well as outstandings under the two schemes
are presented in Statement IV.4. It nmay be observed
there from that the FCHR accounte have ceascd to grow;
in fact, there has been net outgo unier them almost

continuously from 1978-79. On the othcr hand,
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Statement IV,.4

Annual Variations and Outstanding Balances_in Non-Resident(Externsl)
Rupees Accounts and Foreign Currency (lon-Resident) Accounts

Fiscal Year Rupee Accounts (Rupees Crores)

Annual Balance
Variations Outst~nding
(Net) o

1970=T71 .. (6.1)
1971-72 (+ 6.4) (12.5)
1972-7% (+ 8.8) (21.3)
1973-T4 (+ 6.9) (29.2)
1974-75 (+29.4) (57.6) 30.9
1975=-76 (+) 33.0 63.9
1976-T7 (+)125.5 189.4
1977-18 (+)1%5.3 324 .7
1978=79 (+)167.2 491.9
1979-80 (+)209,0 700.9
1980-81 (+)2%1.8 ) 937.7
1981-82 (+)248.5 1186.2
April-October
1981-82 + 141.5 1079.2
1982 -83 + 195.2 1381.4

* Data for 1970-71 to 1974-75 presented within
bracket relate to Deccmber each year.

ee Means not relevant.
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Statement IV.4 (Contd.)

- Under FCNR .
Fiscal Year Sale(-)of Sterling & US Dollar(Rupee mguivalent in Crores).
Pound Sterling U.S. Dollar

Annual Outstanding Annual Outstanding
___ _Variations .. Variations
1970-71 * . . . .
1971=T2 * .o .o .o .o
1972-13 * .o .o .o .o
1975=T4 * oo .o
1974=75 * .o .o .o .o
1975-76 (+) 0.9 0.9 (+) 6.6 6.6
1976-77 (+) 3.0 3.9 (+)47.3 5% .9
1977-178 (+)15.0 12.0 (+)73.4 127.3
1978-79 (+) 6.4 25.4 (+)11.3 138.6
1979-80 (+) 2.9 28,3 (=) 7.9 130.,7
198081 (+) 3.7 32.0 (=) 7.4 123.3
1981-82 (+)13.4 45.4 (-)29.7 93.6
April - o
October
1981-82 (+) 6.9 38 3 (=)17.1 106.2
1982 -83 (+)13.6 58.9 (=)21.2 124

* Data for 1970-T71 to 1974-75 presented within TDbracket
relate to December each year,

ve Means not relevant.
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Statement IV.4 (Contd.)

Reserve Bank's Net purchase {(+)

Fiscal Year Variation Outstanding
1970~71 * .o .
1972-7% * .o .
1973-74 * .
1974=75 * . .o
1975-76 (+) 7.5 7.5
1976-T7 (+)50.3 57.8
1977-78 (#)89.5 146.3
1978-79 (#)17.7 164.0
1979-80 (-) 5.0 159.0
1980-81 (=) 3.7 155.3
1981-82 (-)16.3 139.0
April-October
1981-82 (-)10.2 145,0
1982-83 (-) 7.6 131.4

* Data for 1970-71 to 1974-75 presented with-
in bracket relatc to December each year,

es leans not relevant.
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exl rnmal rupee accounts cc tinue to show sizcable
accruals. Available provisional data for April-
October 1982 sugest that the accrcticns under such
rupee accounts have impiroved ags comparced with those
in the comparable period of 1981-82.

Charscteristics of FCNR Accounts

Iv.6 As shown in Statement IV.5, the share of
fresh remittances under the FCNR accounts,
particularly fhose denominated in US dollars, has
gradually fallen ovcr the years, In 1981, such fresh
remittances constitutcd only about 3%.€ per cent of
the fresh deposits denominated in US dollars and 60.5
per cent in Pound Sterling.

Iv.7 Sizewise, less than 10 per cent of the
accounts and over 50 per cent of the amounts of
depc.its have been in the Lighest size group of 5,000
and above of Pound Sterling and 10,000 anl abovc of
US dollars (Statement IV.6). Maturity -wisc,therc have
been a significant firming up of the maturity pattcrn
in 1981 in both dollar and sterling deposits

(Statement IV.7).
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STATEMENT IV.5

FCNR DEPOSITS CLASSIFIED ACCORDING TO SOURCES 0OF TFUINDS

(Rupees, Thousands)

Period

Pound Sterling

Total Deposits Percentage Hf Dcoosits made by

Transfer from Renewals

No.of ) Frcsh
Accounts Amount Remit- non-resident
tance. Extcernal
N - _ _ ___Dhccounts _—
_ 1 . 2 3 4 5 - _6
Upto December 1976 2269 2129 91,92 4,03 3.20
- ( 349,76)
January-Deccmber 1977 3333 6663 36.31 1.57 11.62
(1025,73)
January-December 1978 4211 . 7297 884,11 1.51 10.35
(1181, 25)
Januvary-Dccember 1979 3482 3930 66,08 1.32 32.60
( 676,64%)
January-Deccmber 1980 3229 5326 61.61 1.14% 3:1.25
( 972,03)
January-December 1981 2339 5143 60,49 1.57 37.91!
( 907,88)
Total: 13913 30688 76,57 1.68 21.75
(5113, 29)

Cont..
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STATEMENT I V.5 (Contd..)

Period

Upto December
January-December
January-Dcecember

January-Deccmber

January-Dccember

January-December
v

Total =

_U.S. DOLL:RS

No. of Frash
Accounts Amount Remi t-
tance
7 g __ 9
1976 10041 16813 <7,89
(i210,80)
1977 18299 97604 81,11
(8508,72)
1973 13718 19219 69,13
(1036,53)
1979 10417 33577 50.32
(2733,85)
1980 8323 29517 419,17
(2325,71)
1931 36008 13031 33.58
(1111,67)
64506 2698341 72497

(22927,28)

Note: i) Figures in brackets are rupce cquiwalents

Total Deposits Percentagce of Denosits made by

Transfer
from non-
resident
sxterral
Acenmunts
Sy

3.92

_.'/1.'3

Roncowals

28.56

27.5

28.93

arrivced at by

using thec average of daily conversion rates fcor cach month,
ii) Data relate to accounts opcned during thce period Noverber, 1975
to Deccmber 1981,
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— e e

ESRCENTAGT DISTRIBULICN OF FCNR DEPOSITS ACCORDING TO SIZE

Size

‘e

Pound Sterliﬁﬁ

Poriod Upto 499 500-999
No.of Amount No. of Arnount

o= mae ... .... Rccounts o Accounts ..
Upto Deccmber 1976 55.75 11.88 19,35 13.67
January-December 1977 13,18 .97 17.95 6.23
January-December 1978 43,22 5.24 21.29 8,03
‘January-December 1979 +6.38 9.08 21.71 13.13
January-December 1980 41,10 5.48 21.65 8.62
January-December 1981 35,87 3.58 18.41 5.62
TOTAL:- ) 11.89 ) 5.90 26.53 8.38
e e . U.S, Dollars _ _

Uoto to December 1876 34,97 3.14 20,05 5.36
January-December 1977 33,32 2.64 20,94 1.92
January--December 1978 37,26 4,63 21.98 7.83
January-December 1979 38,94 4,96 22.16 8.92
January-December 180 37.49 4432 21,99 7.95
Januvary-December 1981 38.72 1,34 21,62 7495
TOTAL;— ~_-—EE.I;“ ) “5:64 21.39 6.91
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a1
£

STATEMENT IV.6 (Contds )
RCEN'WIGE DISTRIEUL.ON COF FCNR

‘]_D_EE_C_)_ "ITS ACCORDING TO SIZE ~

'

O e . e e A8 . S me S e ———— - —— —— .

Pound Sterllng

'Si_e 10002999 " 73000-1999
Period No. of Amount No. of Amount

___“Q_-‘%‘,ccounpg_._h‘m“_AccounLS‘“_u___"
Upto “December 187 13.86 23.84% 2.12 7.80
January-Decemoer 1977 20.6% 13.53 5.22 5.50
January-December 1678 2,72 21.81 4. 32 3.94
January-Decerber 1979 23.09 31.20 Te51 15.06
January-December 1930 25.02 23.43 5.:8 12.11
January-Deccmber 1281 27,67 20,92 7.35 11.90
Total: 23.42 22,27 1,83 10.81

U.S.Dollars

Unto December 1976 21.20 13,36 11.82 15.62
January-December 1977 22,31 12.19 12.10 13.68
January--December 1978 21.99 18.15 10.75 18.44%
January-December 1979 21,73 20.02 9.58 18.75
Januery-December 1980 21.55 18.05 10.49 19.11

January-Decembc - 1981 20,59 17.43 10.64 19.40

— - - -y s s — G 0 — - —
- T S T — T S I G Y S G W S . - - — -




STATE-ENT IV.6
PRRCENTAGE, "TSTRTL

DEPOSTTS
“size

Period

Upto December

January--December
January--December
January-December
January-Decembcr

January--Decenber

Unto December
January--December

January-Deccmber
January-December
January-December

January-December

220

- (COnCl_do [
SIRILUTLION OF FCNR
ACCORDING TO SIZE

pound Sterling

Upto 5000 & above  Total
No., of Amount No. of Amount
—saccounts | _Accounts | __
1875 3.92 37.81 100.00  100.00
1577  8.01 63.77 100.00 100.00
1978  6.49 58.98 100.0C  100.00
1979  4.31 31.53 100.00 100.00
1930  6.75 50.36 100.00 100.00
1981 10.70 57.98 100.00 100.00
6.63 52.64 100.00 100.00

U.5. Dollars

1976 11.96 62.52 100.00 100.00
1977 11.33 66.57 100.00 100.00
1978  8.02 30.95 100.00  100.00
1979  7.59 47.35 100.00 100.00
1980 8.48 50.57 100.00 100.00
1981  8.43 50.88 100.00 100.00
9.59 58.12 100.00 100.00

TOTAL:-

admv,’-
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STATEMENT TV.7

PERCENTAGE DISTRIBUTION OF FCNR DEPOSITS
ACCOURDING TO PERIOD OF MATURTTY

_ POUND STERLING

Month & Upto ~ January January January January January
Year . December 1977 tc 1978 to 1979 to 1980 :0 1981 to
Maturity 1975 Decomber Docom—  Doccie—  Docarber Doozmhar
Pattemn e 1977 ber1978 ber 1979 1980 1981
1 2 3 4 5 6 7
15 days to No.of A/cs - <7 Tl 0.03 1,05 2.187
15 days @ BAmount. - - - 0.13 14,12 17.07
46 days to No.of A/cs - - - 0.12 0.19 0.38
90 days ® Amount - - - "0.13 0a13 0.31
91 days to
less than No.of A/cs 745 T4l 1.23 0.32 1.61 1.76
6 months % Amount 8,22 6.26 1.52 0.43 5.61 1.96
6 months to No.of A/cs 4.05 2,97 0.45 0.29 0499 1.51
less than Amount 2449 3.03 0.25 0.38 0.92 0.78
9 months %
9 months to No.of A/cs 1.54 0.78 2.12 0.06 0.12 1.00
less thanl2 Amount 1.22 0.20 0.23 0.03 0.08 0.82
months %
12months & No.of A/cs 33,05 32.05 7.93 - - -
above but Amount 34.85 21.39 6.51 - - -

less than
36 months
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STATEMENT IV.7 (Contd. )

em e m am e e

222

oL
36 months/above No.of A/cs 15.73 11.73

but upto and

including
60 months

61 months +

12 months to
36 months(both

inclusive)

37months to 60

months (both
inclusive)

12 months to
23months (both

inclusive)
24months to

35moinths (both

inclusive)

36 months &
above.

Total:

Amount

No.of A/cs
No.of A/cs
Amount

No.,of A/cs
Amount

No.of A/cs
Amount

No.of A/cs
Amount

No.of A/cs
Amount

No.of A/cs 100,00 .100.,00 100.00 100.00 100.00
100.00 100.00 100.00 100.00 100.00

Amount.

15,31

33.18

A -~

10.67

(5)

(4) (6) (7)
o T e——

3.35 = = -

3,81 - - -
16,67 15.97 46.€1 9.58
22,04 2:.13 20,23 770
34,51 46.07 38.8% 6.65
21,72 41.25 23.71 5.15
35,64 37.14 10,55 1.21
30.31 33.52 6.80 1.28
- - - 20,564
- - - 12,43
S ~ - 1.93
- - - 1.5%
- - - 53.16
- - - 50.96
100.00
100.060



223

STATEMENT IV,7 (Contd..)
PERCENTAGE DISTRIBUTION OF FCNR DEPOSITS ACCORDING TO PERTOD OF
P\TURITY

U.S. DOLLAR

Month and Upto Januarv Janunry January January January
year Decem- 1977 to 1978 to 1979 to 1980 to 1981 to

Maturity ber Decem- Decem-~ Decccm—- Decem= Dcecember
Period _— _1976  _ber 1977 berl978 berl979 ber'980 1981.
A 3. 5. .8 7
15 days to No.of A/cs =~ - - 0.1% .90 0.86
45 days @ Amount - - - 0.66 2.39 2.39
46 days to No.of A/cs - - - 0.13 0.273 0.39
90 days @ Amount - - - 0.30 0.20 0.30."
91days to No.of NA/cs 7.39 5.25 1.46 0.84 1.8% 2.66
less than Amount 7.05 4437 2.3 2.30 1,06 3.61
6 months %
6 months to No.of A/cs 3.73 3.49 0.82 0.70 1.59 1.:41
9 months %
® months to No.of A/cs 1.30 0.92 0.26 0.09 0.2« 1,19
less than Amount 0.64 0«35 0.11 0.05 0.1¢ 1.08€
12 months %
12 months & No.of A/cs 37.47 38.32 9.80 - - -~
above but Amount 29,10 26.85 2.08 - - -
less than
36 months
3émonths & above
but upto and No.of A/cs. 14.09 11.71 2.9: - - -
including Amount 12.18 7.86 2.63 ~ - -

60 months
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STATEMENT IV,7 (Contde. )
1) (2) (3) (4 (5) _ (6) M(7W."*g

6lmonths + No.of A/cs 36.02 39.61 11.70 11.67 29.96 7.51

Annount 19,35 59.04 18.48 17.35 383,42 3.2¢

12 months to No.of A/cs - - 2343+ 59432 53.3% 1.2
36 months Amount - - 37.07 52.00 13.23 12627
(both inclu-

sive)

37 months to No.of A/cs - - 29,69 27.11  11.35 2.61
60 months Amount - - 29,72 25.70 9.21% 1.64
( both

inclusive)

12months to No.of A/cs - - - - - 30.2<
23months (both Amount - - - - - 25,70
inclusive)
24months to No.of A/cs - - - - - 2.66
35months (both Amount - - - - - 1.42
inclusive)
36 months & No.of A/cs - - - - - 39.05
abeve Amount - - - - - 21.36
Total = No.of A/cs 100.00 100.00 100.00 100.00 100.00 100.0C

Amount 100.00 100,00 100.00 100.00 100,00 100.00

Note: Data relate to accounts opcned cduring the period November 1975 to

December 1981 and are provisional

@ These terms were not permissible unto 4th June 1979,

% These terms were not permissiblce from March 19578 to May 1979

+ The maximum permissible period was 61 months upto February 1978
from March 1978 to May 1979.
The maximum permissible period was 60 months from June 1979 there
is no limit on the neriod for whica the account can be oncened
under this scheme.,



Different Types of Financial Assets available to Households in India and the.Nature
of their Yields and Incentives_ ¥

Category Current In- Outstandings Limits, if Other Descriptions
terest Rate (Rs. Crores) any, on Hol-
Per cent ‘ dings
per annum)
1, . R 2. S 4. o D
I. Commercial Danks 5.0 5293 Approx. i)Withdrawals are permitted
- . (March 12,500 with limited restrictio-
a)Savings Deposits (September ‘yongy (Miich ve2) Wo limits ns.
: 13, 1979) ii)Earlier, between April
1, 1974 to March 1,1978
also, the rate was 5,0
per cent per annum,
b)Fixed Deposits March 1, 1982 No limits
1)15 days to 45 days 3.0 56 i) Interest on bank depo-
2)46 days to 90 days 4,0 sits along with intere-
3)91 days to less 5.0 84 st on investments in
than 6 months other specific categor-
4)6 months to less ies upto Rs. 3,000 was
than 9 nonths 6.0 502 Approx. tax~free upto 1981-82.
5)9 months to lecs 18,800 This limit has been
than 1 year 7.0 (March '82) raised to R.4,000 in
6)1 year to less the Finance 3ill for
than 2 years 8.0 1362 1982-83., _Also an addi-
7)Two years te less tional exémption upto
than 3 years 9.0 344 fs.2,000 on dncome from
8) Three years and deposits in banks of a
to 5 years 10.0 6212 maturity of one year or

9)Above” Five years
(Since Oct. 1982)

—

11.0TotalB8261

(March, 1978 data
relating to indi-

viduals only)

more has been given,

A
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Appendjx V (Contd.)

e 4.

5.

(Deposits with co-¢
orerative banks
ard RRBs and those
with very small
commercial banks
earn 0,% to 1.0
percentage point
more than commer-
cial banks' general
rates. For tax
concessions, they
are bracketed with
commercial banks.)

IT. National Savings Schemes

a) Schemes on which
irterest 1s comple-

tely tax-free

1) Post Office

Savings Bank 5.5

Annually interest
compounded(Effective
from April 1, 1982.)

Account

ii) Outstanding amount
relates to house-
hold sector only.
Total saving depo-
sits of scheduled
commercial banks
aggregated approxi-
mately to Bs. 12,500
creres and total
fixed deposits appro-
Ximately to around
fse 24,000 crores in
March 1982. '

iii) Maximum rate of 10.0 N

Sept. 1982  Minimum F 5
: and maximum
ks 25,000 for
an individual,
ks 50,000 for
2293 twa or three
adults jointly
in one or more
accounts.

per cent for three 0.3
years and above
deposits was fixed
effective from

March 2, 1981.

iv) Above 5 years deposit
rate of interest of

11% was fixed effect-
. ive from Cct. 1982,

i) Over 11,000 prizes
worth & -20.5 lakhs
distributed every
6 months through
public draws to
account holders
maintaining a mini-
mum balance of
R 200 for prescribed
period.



2)7 Year “ational Savings
Certificates (II Issue)
(Issued on March 16,

1970)

3)10 Year Cumulative Time
Deposits (Issued on Ja-
nuary 2, 1959)

6.5
Compound payable
on Maturity

6.75
Compound

196
(March 1982)

381

ii)Interest is free fr-
om income-tax and
deposit{aggregated
with other specified
investment) is free

from ¥Wealth Tax ‘upto R,

1,65,000.
Maximum Rs.75,000i)Can be encashed af-
for individuals ter 3 ycars; R.100 gr-
Re1,50,000 for owsto R.165,50 after
two adults join-seven years.
tly) inclusive ii)Interest is free
of holdings in from income-tam» and
earlier tax-free investment(aggregat-
certificates., ed with other speci-
fied investments) is
free from Wealth tax
upto k.1,65,000, :¢
Minimum 5,10 peri)Vithdrawals permitt-
month and maxim~ ed once after one y-
um fs.1,000 per ear and again afger
month zin one or 5 years upto 50 ,per -
mor- accounts). cent of the balanee.
Uprer limit dou- If no withdrawal is
bles in Joint availled of, a bonus
accounts. of k.50 ©aid at mat-
urity for R.10 accou-
nt. 8.10 fetches fs,
1693 on maturity.
ii)Sesides tax free in-
terest, amounts inve-
sted-inclusive of th-
ose in the names of
dependents, wife and
children gualify for
rebate in income-tax
(as in of provident
fund contribution,

744



Appendix V (Contd.)

1. 2e 3. : 5.
insurance premia, ete)
as well as complete
wealth tax exemption.
4)Fifteen-year public 8.75 o . o
Provident Fund Acc- Compound 232 Minimum Rs.100 1) Facilities for loan-

ount.
(Introduced on July
1, 1968)

b) Schemes on which intcrest

alongwith interest on inve-

stments in other specified

cotegorics is tax-free upto

s, 0,000 a year now proposed
i Finance Bill 1087=-83.

(March 1982 and maximum Rs.
and relate 30,000 in a

s and withdrawals
are available.

to State Ba- financial yecarii)Interest credited

nk of India
transactions
only)

to PPF account is
totally exempt from
income-tax, Total
amount of deposits

is totally exempt
from Wealth Tax., T-
otal cdeposit in =
year also quelify fe-
r tax rebates along’
with provident funds,
insurance premia,etc.

iii)Introduced on July 1,

1968 at a rate of
interest of 8.0 per
cent compound; the
rate was raised te
8.50 per cent in Ap-
ril, 1981 and further
to 8.75 per cent in
April, 1982.

8323



Appendix V (Contd)

632

1. _ 2. 3 __4- D
1)6 Year liational Savings
Certificates —T9%1)
E%S?uigsigom D 12% compounded six Segt.1982 Minimum .10 and i)Interest (aggregat-
monthly or about c no maximum linit ed with other intere-
17% simple per ann- st income on specifi-
um payable on ed investment) is fr-
maturity eec from income-tax up
to #5.6,000 and inves-
tments (aggregated wi-
th other specified
investments) upto ks,
1,65,000 exampt from
tealth Tax,
ii)Can be encashed af-
ter three years., En-
cashment value of k.
100 certificate after
six yezrs is B&.201.50
ii)VII Issue 12% payable half- 159 Minimum R.100 and Can be encashed after
yearly no maximum limit thrce years.
2)Post Office Time
Denogits _—
- Effective rate 447%B
1 Year Account 9.00 " 9.28 Interest pay- 3D _ i) Two, three, and Five-
2 Year Account 9.7 9.19 able annually 29(March . year accounts can be
but calculated 1982) Minimum fs.50 encashed after one
3 year Account 10.5 10.78 at half-yearly 73 and no maxinum year at a discount.
5 year Account 10.5 10.78 rest.

ii)Rate of 9.75 per cent
for two-years devosit
was effective from
August 1, 1973; other-

s from March 16, 1970.

iii)Interest upto fk.6,000

(along with other
approved taxable sec-
urities and deposits)



Appendix V (Zontd.)

4. D

3)Five-Year Post Office

Recurring Deposit Lcec- noa
ount : 10.5 429
(Introduced on - Campound payable

Januvary 1, 1955) at maturity (Ru-

pees 10 matures
to k.786.80)

ITI.Company Depcsits and

Shares _ _
i)Company deposits
Year 9 - 13,50 About Rs.4,600 at
2 Years 10 - 14.50 end-March 1982,
3 Years 13 - 15,50

is exempt from inco-
me-tax. Deposits qu-
alify for exemption
from Wealth Tax upto
Rse1,65,000 with other
approved securities
and deposits.

Minimum Rs.5 i)One withdrawal upto
per month and 50 per cent of the
no maximum balance allowed after
limit on¢ year. Free life
insurance cover prov-
ided in any one of &,
5, 10, 15, or 20 acc-
ounts after 24 months
deposit,
iiSInterest income a-
nd derosits exempt
from income-tax and
" Wwealth Jax along with
othexr specified inve-
ments.

No maximum Acceptance of deposit-

limit g for periods more the
an three years is pr-
ohibited from April
1978, but companies
are permitted to ret-
ain such deposits
already accepted till
»period of maturity,
From April 1, 1981,
maximum rate of 15per
cent intcrest has been

0gg



Appenédix V {Contd.)

1.

2,

D 4.

D

Unit Trust of India (UTI)

'i) Unit Scheme, 1964

(ii)Unit-Linked Insurance

Plan, 197

12.5
(1981-82)

9.5
(1981-82)

433 (June °982) -

46(June 1982)Minimum ks.3,000 &
maximum Rs.12,000

Income from units of
UTI alongwith income
on specified financial
assets were exempt fr-
om tax upto R.3,000,
The Finance Bill for
1982-83 raised it to
Bse4,000., In addition,

income upto R,2,000 fr-

om units exempted fro-
m tax. The Finance
Bill raises the addi-
tional exemption limit
upto Rs.3,000. The ce-
iling of the value of
investments in speci-
fied financial assets
exempt from wealth tax
is proposed to be ra-
iszd from K.1,50,000t0
1,65,000 in Finance
Bill, 1982-83. 1In
addition, separate ex-
ption of &.25,000 pro-
vided in respect of
units of UTI is prvp-
sed to be raised to &
35,000.

Contributions gualify
for income-tax deduc-

(persons participa-
ting for target am-
ount of K.12,000for
a period of at leas
t 3 years will be

able to join the p-

tion alongwith cont-
ributions made to
recognised provident
fund, 1life, insurance
premia, public prov-
ident fund, etc.

lan for an, K additional T

amount of BRs.12,000)

182



Appendix ¥ (Contd.)

1. 2. 3. 4.

De

ii)Corporate Debentures,
Equity, Preference

Shares

¥on-Convertible '

Debentures 15.00 Paid-up Value
Convertible Debenturesi1?,50 of listed deb-

entures 760
(December 1980)
Ordinary Shares 5.88 (Gross yield Paid-up capital
for 1980-81)of listed shares
2995(December No maximum
1980) / 1imit
Preference Shares 13 .50 Paid-up capital
of listed shares
217(December 1980)

IV. Unit Trust of India(UTI)

stipulated for comp-
any deposits.

i)Non-convertible deb-

entures fetch premi-

um upto 5 per cent of
the face value at the
time of redemption.

ii)Data given represent

shares of companies
listed in the 9 sto-
ck exchanges in India.
The total paid-~up ca-

.pital of thcse comp-

anies numbering arou-

.nd 2,200 account for

95 per cent of the
total paid-up capital
of all non-Government
public limited comp-
anics; shares of com-
panies not listed in
the stock exchanges
including private
limited companies are
also held by thec pub-
lic; data relating to
the latter are not
available,

3%



Appendix V (Con%d.)

1. 2. 3. 40 5.
' Unit Scheme 1981-82 12,0 68 (June 1982) Minimum R.2,000 Closed End Unit PFive-

(lll)ﬁggg?intgoduced frem 1982-83 12.0 and maximum Year Scheme. Sales

May 1982 and remain- 1983-84 12.5 k.10, 000 under this Scheme were

ed open far only two 1984-85 13.0 kept open only for tw-

months) 1985-86 13,0 o months, May-June
1982, Tax exemption
is as in the case of
Unit Scheme, 1964,

V. Employees' Provident Fund 8.75 12,3062March Deduction of 100 per
1982) (Central cent is proposed in
and State Pro- Finance Bill in resp-
vident Fund) ect of first Rs.6,000

(k.5,000 earlier) of
qualifying savings pl-~
us 50 per cent of nex-
t B.6 OOO(%.S,OOO ca-
rlierSof such savings
plus 40 per cent of
the balance.,

Vi.Life Insurance Fund - 7,665(March 1982)

VII,Compulsory Deposit

Scheme, 1974(Ilncome- 12.50 724(July 1982)
Tax payers
VIII.Currency - 15,000(4August 1982) -

IX.Froposed Kew Saving fchemes

(1)Social bdecurity Jertificates 11.3

(From June, 1982)

(sffective rate

of return)

6.94 Maximum Rs.5, 000
(to trinle in 10

years)

Maturity period is 10
ye.rs. :older should
be in the age grouo of
18 to 45 years. Cert-
ificates will be in
denominations of Rs,500
and [s,1,000 and amoun-
ts payable on maturity
will be k.1,500 and
Bs.3,000, respectively.

23



Appendix V (Contd.)

1- 2. 3. 4- ) g-

If a holder dies aft-
ter two years from
date of purchase of
certificate, his nomi-
nee or legal heir will
get full maturity

value.
(2) Capital Investment 7.00 60(upto July 1982) ©No ceiling Maturity period is 10
3onds (June 28, (Free of income- years. Interest is
1982) tax free of income-tax

and 3onds are exempt
from Wéalth Tax.

Bonds are ‘also exXempt
from gift tax upto -
k.10 lakhs in the case
of their first holder.

ved
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APPENDI.X VI

DEDUCTIBILITY OF INTEREST INCOME AT SOURCE*

The cnclosed statement presents the provisions regarding tax
deductibility at source in respect of dividend or intcrest income
earncd from major financial assets. As may be seen there from,
interest paid or commercial bark and co-operative bank deposits is
completely exempt from the pnrovisions relating to deduction of income-
tax at source(vide sub-section 2{vii)cf section 194A of the Income-Tax
Act,1961). In respect of company debentures as well as public deposits
accepted by them, the rate of income-~-tax to be deducted at source is
only 10 per cent and that too, if the amount of interest excteeds
Rs.1,000. On the other hand, in.the case of divid=nds on company
shares, the rate of income-tax to be deducted is 22 per cent for

dividend amounts exceeding Rs.250.

———— g = P L P P O A S S e im mew e e e e o e e a4 e e

* Dr.Tapas Chakrabarty of the Division of Fiscal Analysis(DEAP)helped
in the prcparation of this note,
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STATEMENT VI.I

RATES FOR DEDUCTION OF TiaX AT SOURCE IN CERTAIN CASES

(INCOME-TAX)
Deductible at Source  1960-81 1981-82 _ 1982-33% T
Rate Rate Rate Rate Rate Rate Remarks
of of of of of of '
In- Sur- In- Sur- In- Sur-
come char- come char- come charge
~tax ge __=tax ge.  tax.
1 2 3 4 5 6 7 8
In the case of a
person other than a
company, where the
person is resident
in India,
(i) Oon income by way
of interest
other than
"Interest on
Securities® 10% Nil 10% Nil 10% Nil This is applicable

inter alia to inter-
est paid on company
deposits only if the
interest amount
exceeds Rs.l1l,000.Unde
the same provision,
interest paid on depo
sits with commercial
co-operative banks ar
completely exemrpt fro
deduction at source.

conte.e
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(ii)on income by way of
interest payablec on:
(a) any security,other
than a tax-frecc
security, of the
@entral or a State
Government, 10% Nil 10% Nil 10% Mil

(b)any debentures
issued by a company
(listed in a recog- Interest on debentures
nised stock exchange)l0% Nil 10% Nil 10% Nil is also excmpt if the
amount does not exceed

. Rs.1,000.
(c)any other income (ex-

cluding interest paya-
ble on a tax-~freec This is applicable to
security) 21% 2% 20% 2% 20% 2% dividends on ordinary &
preference shares if the
dividend amount exceeds
_ o e oo . RS.250.
*Note: Persons with income below the taxable limit c=n receive these
categories of income without deduction of tax at source, furnishing a
declaration in writing(in duplicate)in prescribed form and verified in the
prescribed manner, to the verson responsible for making the payment. The
declaration will have to be to the effect that the estimated total income
of the declarant of the previnus ycar will be less than the minimum liable
to income tax, This concessicn is not available to non-resident investors,

Source: The Finance Bill, 1982(p,40)
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Appendix VII

Some Characteristics of Deposits
Accepted by Non-banking Financial
and Non-Financial Companies”

Three statcments appended to this note present
data on maturity-wise and intcrcst range-wise distri-
bution of public decposits accepted by non-banking
financial and non-financial cowmpanies for threce

reference pcriods, March 1980, March 1981, and
March 1982. These data are based on a quick survey

of a sample of representative companies drawn up

separately from four regions in respect of financial

* This note is solely based on the data specially
tabulatcd for the Working Group by the Central
Office and thc four Regional Offices of the
Department of Non-Banking Companies (DNBC), Reserve
Bank of India. In this regard, the VWorking Group
gratcfully acknowledges the prompt supply of data
organised by Shri ...S. Jaspal, Chief Officer, DNBC
Shri Govindarajan (Deputy Chief Officer, Bangalores,
Shri B.A. Rao eDeputy Chief Officer, Calcutta),
Shri li.S, Pai (“eputy Chief Offiger, New Delhi),
and Shri B. Subramanian {veputy Chief Officer,
Bombay) . g
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companics accepting public deposits and that

drawn up at the all-India lecvel for non-financial
companies similarly acccpting public deposits. As
these represent sample data and as no attempt has
been made to present any global estimates, the
figurcs prescnted in the statements do not represent
the total size of public deposits accepted by
companies. Details of their coverage arc contained

in the rcspective statements attached to this note.

I. Concentration at High
Rates of Interest

Non-financial Companics

2, Statement VII ,1 presents data on distribution

of public dcposits by intercst rates in respect of
non-financial companics. Two important features

ar: discernible from thcse data. First;, a precponderant
part of public deposits as at the end of March 1981

and March 1982 was concentratcd in the two highcst
interest rangecs of '13 pcr cent or morc but less than
15 pcr cent' and '15 per cent or more'. These two
intcrcst ranges together accounted for about 90 per

cent and 95 per cent of the total deposits at the
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above two rcfcrence periods, respectively. Within
the two highest interust ranges; Fhe bulk 69 per cent
of the total in March 1981 and 64 ber cent in

March 1982) was mobilised at the rates of '13 per
ccnt or more but less than 15 per cent'. Even in
the previous year ending March 1980, the two highest
ranges accounted for 55 per cent of the total

. deposits, but the '13 per cent to 15 per.cent' range
was the most important with 47 per cent of the
deposits mobilised at the rates of interest falling
in that range.

3 Secondly, the rates of.interest offered on
public deposits have firmed up rather conspicuously
over the years, which is evident from two features:
the sharcs of the highest interest range of '15 per
cent or more' stcadily rosc from 9 pcr cent in
March 1980 to 20 per cent in 1981 and further to

31 per cent in March 1982; and the estimated
weighted average of the rate of intercst for all
deposits likewisc improved from 13.1 per cent to
13.9 pcr cent ané to 14.2 per cent over the three

ycars, respectively.
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Financial Companies

4. The distribution of deposits accepted by non-
banking financial companies is also oriented *towards

the high intcecrest rate brackets, but there is a -

major difference as compared with the non-financial
companies., That is, the middle brackets of interest
ratc?namely, '9 per cent or more but less than 11 per
cent' and '11 per cent or mere but less than 13 per cent!
attracted sizeable proportions of deposits for

financial companieé - ncarly one-third -~ at the end

of March 1981 as well as March 1982 in contrast to about
11 per cent .and 2 per cent respectively, for the non-
financial companiecs (Statement VII.2).

5. Thc hizhest two brackets of '13 per cent to

15 per cent'! and ' 15 per cent and above' toééther
fetched 50 per cent of the deposits of financial
companies as at March 1981 and 66 per cent in March 1982;
the correswvonding proportion for March 1980 was

24 pecr cent.

6. Thus, as in the case of non-financial compzanies,
the rates of interest offered by financial companies

have undoubtedly firmed up over the years, with larger
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proportions of cdeposits having been funnelled at
higher and highcr intercst rate brackets. <This is
more accurately manifested in an upward movement in
the weighted average of the rates of intcrest
c¢stimatcd also for the deposits of financial companies
from 10.6 per cent in March 1980 to 11.6 per cent

in March 1981 and 1%3.3 per cent in March 1982.

ITI. Maturity-wise Distribution
of Deposits

T Data on maturity-wise classification of public
deposits is available only in respect of financial
companies, winich is depicted in Statement VII.3.

Over 60 per ccnt of the deposits accepted by financial
corpanies have been for longer maturity periods of
above two years. The short-term deposits of less

than 6 months' duration have drastically come down
from about 12 per ceant of the total in March 1980

to about 3 per cent in March 1982. On the other hand,
the proportion of deposits accepted for periods between
6 months and 1 ycar and bectween 1 year and 2 ycars

has shown an increase from about 25 per cent to

necarly 30 per cent. But a conspicuous shift in the
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maturily pattern of deposits is seen in the category
of 'over 2 ycars and upto 3 years', its share in total
erosits galloping from 24 per cent to 44 per cent.

é. The maturity and intgrcst range-wise distributions
of public decposits, pfesen?ed above, have obviously
been influenced by the impositicn of 15 per cent
cclling on interest on deposits accepted by non-
financial as well as financial companies except the
mutual benefit companies (Nidhis) and housing finance
companies effective from April 1981. Earlier,
cffective from July 1, 1977 the finance companies
other than mutual benecfit (Nidgis)iand housing

finance companies were prohibited from accepting
deposits for periods beyond 3 years ; in the case of
the housing comg?niés; the maximum period prescribed
was 5 years. Similarly, in thé case of non-financial
companies the Government prescribed the maximum period
for acceptance of éoposits at 3 yecars effective

from April 1, 1978.



STATEZMENT - VITI,A1

Distribution of Deposits Accepted by Non-Financial ®ompanies Aecording to Rates ¢f
Interest (exclusive of Brokerage)

A

(Rupees, Thousands)

i ic m 1 Deposits under
Deposits from public covered Total Der 1€
Rate of Interest under 3(2) (ii)* 3(2)(i)and 3(2)(ii)

31.3.80 31.3.81 31.3.82 31.3.80 31.3.81 313482

1) Below 6% 1,09,63

-
0

-—
“

57,72 80,92 64 .50
I o L S L
A but 62,24 55,73 9 ’ ’ :
2) §# or more bu (022) (0’1 2 tR) (0°1)
3) o 24,01,80  5,97,76  2,77,15 28,06,16  ,41,77  2,97,01
2 %ngrtﬁgie1?%t 1 058) "1:2) "(0.4) (5.2) (0.9) (0.4)
67,91
' e but 1,55,77,68 52,48,82  29,23,18 1,98,53,55  65,00,89 34,67,
+) 1;Zs°§h§§r13% " 3709) {1001) (1.5) {2713 (9.6) (1.3) o
‘ 2,55,89 3,55,65,92 4,00,07,58 2,54,04,05 4,54,22,55 4,62,72,74 =
VIR RS P B 00 Y3 2 0405 454 2,53 4,62 T2, 14
‘ 07,19 1,01,78,49 1,91,21,01  51,56,15 1,51,12,46 2,99,53,06
6) 15 or more ey MONISE {30.6) 9ty "7 {e2l2) {37.3)
~OTAL by 11,14,43 5,18,04,44 6,25,29,95 5,34,54,18 6,79,44,53 £,02.52.20
50 (100.0) (100.0) (100.0) (100.0) (700.0)
veighted average

rate cf interest 13.1 1%.9

———-—-————_—--—_—_—-_—_-—_—-__-—-.—‘-_n.;-

Figures in brackets represent percentage to total.

* Rule 3(2)(ii) covers deposits from public with a ceiling of 25 per cent of net worth,
Rule 2(2)(ii) covers deposits against unsecured debentures/or deposits from the share-
holders or deposits guaranteed by a director of the company concerned., This has a

ceilirg of 10% of net worth in respect of non financial companies and 15% of net worth
in respect of financial companies,

- mears negligible or nil.



245
STLTEME

T VIl.2

DISTRIDULIOI OF DEPOSITS CCEPTED 3Y FINSNCIRL
COMPANIES ACCORDING TO INTAREST RUNGE
: (Rupees, thousands)
Range of Iptore t - Cenctres March 31, Marcn 31 March 31,
Rate o L 1980 1981 1982
le o e -j. I P P
1. Free of Interest Calcutta , 84 4,73 21,59
Delhi 12 87 13,33 17,85
Bangalore 11 31,99 9,69, 38 33,51
Bombav . %,12, 9ﬂ*__.m_‘ 37,19 4£.84
Sub--total 11 92,5/ 10,79,63 77,79
(6. 8) (5.5) (0.5)
2., Below 63%% Calcutta 3,70,51 3,77,50 8,73
Delhi 1,63 64 1,58
Bangalore 16,39 60, 81 99
Bombay 63 66 4
‘ Sub--total 4,19,16 %, 39,61 11, 34
(2.4) (2.2) (0.1)
3. 6% or more hut Calcutta 1,53,85 88,72 27,70
less than 9% Delhi 50 96 2,29
Bangalore 11,53,73 1, 44,35 31,15
Bombay. 15,19,09 16,47,02 25,717
Suh-total 28,27,17 18,81,05 86,91
(16.0) (9.6) (0.6)

-
-
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STATEMENT VII.2 (Contd..) -
(1) - 2 N €3 R ¢ ) NN ) e
7. 15% or more Calcutta 3,3%4,56 3,13,92 1,96,86
Delhi 1,97,29 9,76,94 10,83,06
Bangalore 7.25,20 13,89,55 16,99, 29
Bombay __ ____3,32,04 __ 5,08,11  7,23,25
Sub-total 18,89,09 31,88,82 37,02,46
20Ty L (16.2)  (24.6)
Grand- 1,76,19,57 1,96,43,95 1,50,58,90
Total ~ (100.0) {100.0) (100.0)
Weighted average rate of interest 10,6 11.6 13.3

a4 e e e e — e = s —— e w n e ——

Figures in brackets represent percentages to
grand total,
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S.

6.

1. 2. 3.
4, 9% or more but less Calcutta 81, 31
than 11% Delhi 35,75
Bancalore 6,65, 47
-Bombay 20,73,56
Sub-total 28,56,09
(16.2)
11% or more but Calcutta 2,05,08
less than 13% Delhi. ©, 88,66
Bangalore 15,49,08
Bombay __ __ __ 3,61,79
Sub-total 61,04, 61
(32.7)
13% or more but Calcutta 1,52,81
less than 15% Delhi 12,48,53
‘Bangalore 6,02, 38
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STATEMENT VII.2 (Contd. )

Bombay ____. ___3,27,09

Sub-total

23,730,81

(13.2)

5.
25,48 35, 32
17,03 39,08
3,08, 28 1,56,97
28, 25,50 11,17,10
32,06, 29 13,418, 47
(16.3) (9.0)
1,95,22 75,58
3,19, 95 4,88,76
18,27,58 9,99, 97
3,47,36 19,63,35
31,90, 11 35,27, 66
(16.2) (23.4)
54, 40 47,92
14,71, 26 5,99, 39
45,483, 35 47,52,16
5,84,43 9.04,80

66,58, 14 63,04,27

(33.9)

(41.9)
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STATEMENT VII.3

DISTRIBUTICON OF DEPOSITS ACCEPTED BY FINANCIAL, CCMPANIES

ACCOQDING TO MATURITY PERIODS

Maturltv Periods

G

l. On demand or on notice Calcutta

or otherwise in less
than 6 months

2, After a period of 6
months or more but
upto 1 year

3. After a period of 1
year or more but
upto 2 years

(Rupees, thousands)

“Centres  March 31, March 31, March 31, —
o 1980 1981 _.xes2
@ (3)._ _(a) NE)

2,26,91 2,11,13 65,15
Delhi 22,85 28, 65 34, 31
Bangalore 15,78,56 13,99,58 1,78,25
Bombay __ 3,21,12  3,81,14  1,31,27
Sub-total 21,149,144  20,23,50 4,08,99"
(12.2) (10.3) (2.7)
Calcutta 2,23,04 1,27,16 1,04, 48
Delhi 6,63,78 6,56,89 7,65, 37
Bangalore 11 76,92 11,22,66 13,85,94
Bombay ., 80,85 6,57,50 __6,02,53
Sub-total 25 44,59 25,64,21 28,58,32
(14. 4) (13.0) (19.0)
Calcutta 60,10 51,83 73,04
Delhi 5,38,69 7,75,10 4,44,84
Bangalore 10,32,36 11,96,02 10, 33,67
Bombay _ 1,89,08 _  3,76,52 . 5,99,01
Sub-total 18,20,23  23,99,47 " 21,50,56
(10.3) (12.2) (12.3)
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STATEMENT VII.3 (Contd. )

(1) (2) (3) (4) (5)
4. After a period of Calcutta 1,99,32 1,03,72 1,14,51
2 years or more Delhi 8,15, 35 16, 28,85 8,78,48
but upto 3 years. Bangalore 26,19,74 26,71,60 46,26,56
Bombay _ _.. . __5,52,5% _  6,73,82 10,60,94
Sub-total 42,46,95 50,77,99 66, 80, 49
(24.1) (25.8) (44.4)
5. After a neriod of Calcutta 59,74 56,70 39,02
3 years or nwore Delhi 6,417,26 1,47,24 68, 91
hut upto ! years Bangalore 10,78,03 26,07,80 2,77,42
Bombay . 1,93,%7  8,71,96  4,83,50
Sub-total 19,78, 50 36,96,70 8, 68, 88
(11.2) (18.8) (5.8)
6. After a neriod of Calcutta 2,38, - -
i years or more Delhi 12,87 2,37 28,21
but upto 5 years Bangalore 1,25,32 55, 47 15,13
Bombay ___. . ._.73%,69___ 2,57,39 _18,39,13
Sub-total 2,16,26 3,15,23 18,82,77
(1.2) (1.6) (12.5)
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STATEMENT VII.3 (Contd.,)

. S o b e e e N e S T s s ¢ o e S 8 S A i T D e o 18 G T S Ay (ep % T G A o g S G SR Sy D S S S L e D G T = e oy oy ey
—~—
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7. After a period of Calcutta 5,31,47 4,96,13 17,49
5 years or more Delhi PRy 96,01 11,86
Bangalore 12,33,31 1,95,17 1,57,07
- Bombay . 28,1!13,75 _ 27,78,91 21,82
‘Sub-total '6,62,97  35,66,52 2,08,21

" (26. 5) (18.2) (1,4)
8. Unspecified Bombay 67 33 65
SN 20 S (=) (=) _
Gtrand 1,76,19,57 1,96,43,95 1,50,58,90
Total ___ . (100,0) __  __ {100.0) . _(100.0)

Flgures in brackets remresent percentaco to qrapd ! total.
(=) means neclicible or nil
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Appendix VIII

Supplementary Data on the Structurc
of Bank Deposits

VIII.? A sct of ten accompanying statements present
more reccent data on different charactecristics of bank
deposits as obtained by the Working Group from banks
through a special return. The responses of banks to
differecnt blocks in the special return seeking various
aspccts of bank deposits have not been uniform and hence
there has been some difficulty in consolidating the

data received. The consolidation has therefore been
attempted scparately for differcnt blocks of the return
depending upon the coverage and comparability of data
furnished by banks. Hence, the number of banks covered
would diffcr in respect of each type of information.
Also, because of the limited coverage of the number of
banks in respect of some of the characteristics, the
absolute magnitudes presented in thc accompanying tables
arée not of any direct rzlevance; what are relcvgnt are
the broad proportions and structural characteristics

of bank decposits emcrging from these cdata and changes,

if any, descerniblc from them, These data based on
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the special return are intended to supplement the
more comprehensive data presented in earlier
appendices particularly in Appendix III, which are
based on regular RBI returns.

VIIiI.?2 Statement VIII.1 brings out that the

deposits of metropolitan branches remained almost

static between Ulecember 1981 and June 1982, A4s a
proportion of total deposits the share of metropolitan
branches declined from 38.9 per cent to 37.7 per cent.
Statement VIII.2 shows that the share of fixed
deposits in total deposits;, and within fixed deposits,
the share of special category deposits, had suffered
slight erosion during 1981-82 and thereafter.
Statement VIII.3 relating to co-operative banks

brings out how the bulk of their deposits are in the
form of fixed de:.osits but the special category
deposits constitute a very small proportion. The
maturity pattern of commercial bank deposit presented
in Statement VIII.4(A) and VIII.4(B) highlights

the fact that between March 1981 and June 1982, the

share of the longest maturity category of 'above five years'
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in total fixed deposit slightly declined. However,

in the case of co-operative banks, certain aberrations
are seen (Statement VIII.5). The bulk of the special
dgposit schemes with scheduled commercial banks within
their fixed aeposits category are for the long maturity
periods of above 3 years (Statement VIII.6). However,
there has been a slight shift in the maturity pattern
of special category deposits away from the longest
maturity of 'above five years' between March 1981 and
June 1982, This is also reflected in Statement VII.7
which presents maturity wise data on fresh 'special
category deposit' accounts opened or renewed during

the recent period.

VIII.? Data on size wise distribution of deposits
with scheduled commercial banks, presented in

Statement VIII.8 shows that, as expected the bulk of
savings deposit accounts are of small size unlike in
fixed deposits. Intercstingly, the size-wise distri-
buticn of co-opcrative bank deposits is much more skewed
than that of commercial bank deposits (Statement VIII.9),
Finally, the sharc of 'personal and individuals'
category in fixed deposits improved towards the end of

March 1982 /June 1982 (Statement VIII.10),
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STATEMENT VIII.1

TWO-WAY CLASSIFICATION

OF DEPOSITS BY

POPULZTTON GROUP AND BY TYPE OF DEPOSITS

(quees,Croreg)

Popu--

lation Deposit
Group _____Current

Rural

Semi-~
urban

Urban

Metro-
politan

Total

(6.2)

977.99
(18.2)

1399.63
(26.1)

2646, 13
(49.4)

5359.33

Type of /Data for 23 Scheduled Commercial Banks/

End - December 1981

(3.2 ) 2192,.66

(17.5)

(21.5)

(17.0)

e Se—e i —

Current " 'Savings _ _  Fixed T T "Total .
331.83 ( 8.6) 1565.07 (10..1) 1972.09 (50.9) 3871.99(100.0)
(17.2) (11.6) (12.3)
(33.6) 3937,59 (53.2) 7408,24(100.0)
(27.3) (23.1) (23.5)
2179.56 (27.3) 398,73 (55.1) 7977.92(100.0)
(23.9) (25.8) (25.3)
2883.85 (23,5) 6756.21 (55.0) 12287.49(100.0)
(31.6) (2.6) (38.9)
9121.14 (28.9)17064.62 (51.1) 31515,.64(100.0)
(100.0) (100.0) (100.0)

(100.0)

. o ——— . ——————— L — -

- A o — e e . & = @ e = e e a4 e t mmew m ac r o mh e ———
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STATEMINT VIII.1 (Contd)

e 2 (Rupees, Crores)
mow—_ .. /Data for 23 Scheduled Commercial Banks/ __

Ponulation _ End - June - 1982 e e

Group. Current ____  _Savings ___ _ . _Fixed — Total

Rural 355,53 (8.5) 1687.66 (40.3) 2141.,38 (51.2) 418! (57 (100.0)
{ 6.6 ) (17.7) (12.0) (12,.8)

Semi.-- 993.15 (12.,6) 2647.43 (33.4) 4282.41 (54,0) 7928.29 (100.0)

urban (18.6) (27.8) (23.9) (21.2)

Urban 1105.30 (16.9) 22:3.16 (27.0) 1668,80 (38,1) 8317.27 (100.0)
(26.2) (23.5) (26.1) (25.4)

Metro- 2612.12 (21.1) 2917.59 (23.8) 6808.79 (55.0)12368.49 (100.0)

politan (23.6) (30.9) (38.0) (37.7)

Total 5381.10 {16.4) 9525.8%1 (29.0) 17901.38 (54.6)32798.62 (100.0)
(100.0) (100.0) (100.0) (100.0)
Figures in brackets represent percentages to total



STATEMENT VIII.2

DEPOSIT ACCOUNTS BY TYPE

(Rupees, Crores)

Data for Zduéghpdﬁled Commercial Banks

Type of Period March March March June

Deposit ___ _ 1979 1980 ___ 1981 1981
Current 2916 3303 3933 2051
(18.2) (17.7) (17.4) (16.0)
Savings 1179 %941 6252 8676
(26.0) (26.4) (27.7) (24.5)
Fixed 8952 10256 12401 21058
(55.6) (55.9) (5:.9) (59.5)
a)of which 1762 5134 6737 9998
Special (53.2) ©52.0) $4.3]3  (47.5)
Denosit
Scheme
Total : 16047 18700 22586 35409

(100.0) (100.0) (100.0) (100.0)

Figures in square brackets relate to % of
special dewnosits to fixed deposits.

Other bracketed figures represent percentage
to total.

9¢3



STATEMENT VIIT.2 (Contd..)
DEPOSIT ! ACCOUNTS 3{_?¥PE ZRupees Crores) _

Data for 20 Scheduled Commerc1a1 Banks

Type of pPeriod December March June
Dep031t 1981 1982 1982
Current 4250 4341 1763
(16.3) (18.2) (17.3)
Savings 7430 6499 7769
(28.5) (27.3) (28.2)
Fixed 14405 12963 15022
(55.2) - (54.5) - (54.5)
a)of which 8071 7196 7837
Special rs6.03  [55.5] 52.2]
Deposit -
Scheme
Total 26085 23803 27554

(100.0) (190.,0) (100.0)

Figures in squarz bhrackets relate to % of
Special Deposits te fixed Deposits.

Other bracketed figures represent percentage

to total.

453



STATEMENT VIII.3

DEPOSIT ACCOUNTS BY TYPE
e ... {Rupeces, Crores)
___..Data for 5 Co-opcrative Banks
Type of Period March March March
Deposit ___ 1979 1980 __1981 _

Current 56.71 41 .46 52,64
(15.4) (¢.8) (10.6)
Savings 50.50 61.75 t.4
(13.7) +(14.6) (15.0)
Fixed 260.48 319.58 369.38
(70.3) (75.7) (74.4
of which
a)Special 20.68 28.85 37.56
Deposit i 7.94 9.0} 110.2]
Scheme )
Total PB7.69 42,79 4%.43

(100,0) ~ (100,0) (100,0)

——— i ———— ————— e

Figures is squarc »nirackets rclate to % of
special deposits to fixed deposits.

Other bracketed ficures represent percentage
to total.

85¢



STATEMENT VITI.3
DEPOSIT ACCOUNTS BY TYPE

Data for 5 co-ooeratlve Banks(Rupccs,CrorLs)

Type of Beriod Junc

Deposit ___ _ __

Current
Savings
Fixed

a)of which
Special
Deposit
Scheme.

Total

1981 .

57.08
(10.8)

78.16

(1:.7),

395,05
(75.5)

10.83
710,37

19.10
(9.0)

87.86
(16.1)

408.47

(74.9)

15.55

11,23

530.29 545.42

{100.0) (100.0)

Figures in square brackets rclate
Special Deposits to Fi:
Other brackcted figures reoresent

to total.

Decempber tlarch
1981 __

red Deoocwts

June
.1982 1982
49,27 69.09
(8.8) (11.3)
88.86 92.92
(15.8) (15.2)
424,57 450.58
(75.4 (73.6)
i11.9Y {12.1]
562,90 612.59
(IQO.Q) (100.0)
. to % of
nercentage

3S¢a
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Statement VIII.4 (A)

Maturity Pattern of Fixed Deposits

(Rupees, lakhs)

Maturity Pattern

Data for 6 Scheduled Commercial Banks

of Deposits March 80 March 81  March 882 June 82
Upto 6 months 7240,21 6838,26 7216.27 5820.31
7.5) (6.6) (5.7) (5.4)
Above 6 months and 4828,06 5581.20 6464 .82 1119.20
upto one year (5.0) (5.4) (5.1) (1.0)
Above one year and 17014 .00 21318.50 207%2.09 27564 .46
upto 2 years (17.7) (20.4) (21.1) (25.5)
Above 2 years and 6526,00 7956.60 9016.87 1608.7?
upto 3 years (6.8) (7.6) (7.1) (11.5
Above 3 years and 18920,42 13831.77 20827473 21361.94
upto 5 years (19.7) - (13.3) (16.5) (19.7)
Above 5 years 41490.44 48718.27 56175, 62 50806,88
(43.2) (46.7) (44.4) (46.9)
Total 96019.,13 104244 .62 126433,.40 108281.58
(100.0) (100.0) (100.0) (100.0)

Figures in brackets represent percentage

to total.



STATEMENT VITII.Z (I‘

MATURTTY PATTERI OF FIXED DEPOSITS
(Rupees, “akhs)

Maturity Pattern Data for 7 Scheduled Commercial Banks

of Devnosit March 1980 Marcn 1981 March 1982
Unto 6 months. 39161.21 58001.28 61498427
(8.4 (10.8) (10,3)
Above 6 months 16389.06 12937.20 12677.82
& upto one vear (3.5) (2.8) (2.0)
Above one year &|@68199.00 79243,10 97162.96
upto 2 years (1:.7) (11.7) (15.8)

Above 2 years &
unto 3 years i -

Above 3 vears & 48957.42" 43674,77 306x35,73

uoto 5 years (10.5) (8,1) (16.9)

Above 5 vears 291371.44 341898.27 346681.62
(62.8) (62.6) (55.3)

Total 464078.13 537754.62 627456.40
(106.0) (100.0) (100.0)

Figures in brackets rewnresent nercentage to total

@ Data relates to above one year & usto three years
period.
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MATURITY PATTERN

Maturlty
Pattern
of Denosit

STATEMENT VIII.4 (B)

upto 6
Months.

Above 6

months and
upto one

yvear

Above one
year and
unto 2ycars
Above two
years and
upto 3years

12537.21
(6.5)

7130.06
(3.7)

32236.00
(16.7)

16289.00
(8.7)

Three years 124677,86

and abhove

Total

(6:.“

193ﬂ7o.13

(100.0)

*Two of these eight

for ‘above five yecars'
Figures in brackets represcnt percentage to total.

13373.28
(6.1)

233.20
(3.8)

(.AJ L)

39491.50

(18,0)-

20071.60
(9.2)

137¢17,04

(62.9)

219116.62

(100.0)

daid not furplgh the break up
category.

253653.4

OF FIXED DEPOSITS
" (Rupees,_

Lakhs)
" Data for 8 Scheduled Commercial Banks*®

March 1980 March 1981 March 1982 June 1982

14500.27
(5.6)

9591.82
(3.7)

£7475.09

(18.4)

23014.87
(8.9)

164071.35

(63.4

(100.0)

LI

13721.31
(5.5)

4441,20
(1.8)

49453,46
(20.0)

16406.79
(6.6)

163844,82

(66.1)

" 247867,50

(100.0)

392
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STZTEMENT VIII.4 (B)

MATURITY PATTERN OF FIXED DEPOSIT

e ™ (Rupees, Lakhs)
Data for 9 Scheduled Commercial Banks®*

Maturity Pattern March 1980 March 1981 March 1982

of Denosit,

Upto 6 months $44158,21 6414536.28 71782.27

(7.9) (9.9) (9.5)
Above 6 months 18691.06 17589.20 15804.82
and upto one vear (3.3) (2.7) (2.1)

Above onc year & @93784,00 109531.10 132203.96
upto 2 vears (16.7) (16.8) (17.4)

Above two vears
and upto 3 year

Three years 40 1595,.86 4609270.04 539885.35

and above (72.0) (70.6) (71.1)

Total 561529.13 652626,62 759676, 40
(100.0) (100.0) (1c0.0)

*Two of these _ nine did not furmishthe break up for

'above five vears' catecaorv.
Ficqures in brackets represent ~crcentage to total.
@ Data reclates to above one yesar & upto three years period.

€92



STATEMENT VIII.5

MATURITY PATTERN OF FIXED DEPOSITS
(Rupees, LLakhs)

Maturity Pattern Data for two Co-operative Banks

of Deposits March March March June
e 1280 l9e8l 1982 1982
Upto 6 months 10,51 11,49 8,97 9,34
(3.8) (3.6) (2.5) (2.6)
Above 6 months 20, 34 S, 31 24,41 17,12
and upto one (7.4) (2.9) (6.7) (4.7)
year
Above 1 vear & 4,53 3,22 84,90 3,46
upto 2 years (1.7) (1.0) (23.4) (0.9)
Above 2 years & 3,62 5,35 1,62 84,69
upto 3 years (1.3) (1.7) (0.4) (23.2)

3 years & above 234,57 290, 66 243,27 250,19
(85.7) (90.8) (67.0) (68.6)

Total 273,57 320,03 363,17 364,80
(100.0) (100.0) (100.0) (100.0)

¥93

Figures in brackets represent percentage to total.
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STATEMENT VIIT.6
MATURITY PATILRN GF DEPOSITS
ACCUMULATED UNDER 'SPECIAL DEPOSIT' SCHEME

— —— -~ - =

_(Rupees, Lakhs)

Data for 5 Sﬂheduled Commerc1al Banks
Maturity Pattem March 1980 Marchn 1991 March 1982 June 1982
of Denosits. o o o _ .
Upto one year 28367,.89 3321347 22710441 35859.66
(13.2) (12.7) (13.7) (10.9)
Above one year 17399.083 22557.67 25777.55 29795,26
& upto 2 years ( 8.1) ( 8.6) ( 8.3) ( 9.0)
Above 2 years&» 19506.,5: 2359.4.49 20220655 16998, 35
upto 3 years. ( 2.1) ( 9.0) (12.9) (14.2)
Above 3 vears & 11023,27 55854,00 60399, 08 76077.19
upto 5 years. (19.1) (21.4) (19.4) (23.0)
Above 5 years. 108:23.23 126038.79 141710.21 141477.73
(50.5) (18.2) (45.6) (42.8)
Total 214720.01 261258, 39 310817.80 330208.49
(100.0) (100.0) (100.0) (100.0)

- e s -—-——

r m e e e am ——a—

Flgurea in brackets represent percentage to total



STATEMENT VIITI.?7
MATURITY PATT=ZRN OF 1LY SPECIAI DEPOSITS SCHEME
ACCOUNTS OPENED OR RENEWED DURING THE FOUR YEARS
e e, — .__.(Rupees, Lakhs) _
‘Data for 6 Scheduled Commercial Banks

Maturity  March March  March June
Pattern of 1980 1981 1982 1982
DeOOS S e

Upto one 11211,.,61 12183.58 13512.33 5693.11
Year ( 13,0 ) ( 12,6 ) (13.4 ) (13.2)

Above one 8055.03 ©9271.02 11533.49 4954,02
year and ( 9.3) (9.6) (11.5) (11,5)
upto2 Years

Above 2 11362.01 12937.01 19183.22 7069.77
years & up--( 13,1 ) ( 13.2 ) ( 192.1 ) ( 16.1 )
to 3 years

Above 3 1©709,90 22389.,33 21805,06 11:40.17

years & up-( 22.8) ( 23.1 ) (21.7 ) ( 26.5 )
to 5 years

Above 362%41,08 :0035.,07 34:579.32 14042.10

5 years. ( 41.9 ) ( 1.4 ) (3i.4 ) (32.5)
Total 86581,63 96816,01 100613.42 £3199.17
(100.0) (100.0) (100.0) (100.0)

figures in brac:ets represent porcentage to total

993



DISTRIBUTION OF DEPOSITS BY SIZE OF DEPOSIT ACCOUNTS
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STZTEIENT VIII,S

Size of
Denosits _

Upto 10000

10000-25000

2500050000

50000-100000

100000 &
above

Total”

L e T L T S SO

Data for 8 Scheduled Commercial Banks

Savings Deposits

M1 Term Deposits

_ . June 81

115958.89
(22.5)

51920.55
(19.1)

33590.8%
(12.3)

23906.85
(8.8)

47178.67
(17.3)

272555,80
(100.0)

June 82

113592.05
(32.9)

69382.82

11251.88
{12.7)

30:24.18
(9.1)

7037013
(21.6)

325021.36
(100.0)

_.June 31  _

160556.75
(28.7)

88618,33
(15.8)

5:768.81
(9.8)

48005.75
(8.6)

207751.26
(37.1)

559730.90
(100.0)

187817.24
(29.5)

106582.80
(16.8)

61532.19
(9.7)

69326,14
(10.9)

210399.09
(33.1)

635657.76
(100.0)

Figures in brackets represent percentage to total

~June 82 _

_ (Rupees, Crores)
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ST? TEMENT VIIT.O

DISTRIBUTICI! OF DEPOSTTS BY SIZE OF DEPOSIT ACCOUNTS
- .(Rupces, (Lakhs)

ne of DATA FOR 3 CO-OPZR' TIVE BANKS
s piuteliplioy _— pindhily et

size of Deposit ____ Savings Deposits ____ ___ _All term Deposits
Deposit _____ ___Junc 1981  June 1982 __Junc 1981 @ June 1982
Upto 10,000 11,48 16,61 4,07 AL A
(40.7) (41,2 (1.1) (1.1)
10, 000-25, 000 7,37 8,10 2,38 2,17
(20.7) (20.2) ((0.7) (0.5)
25,000~50, 000 3,85 A, a1 1,91 7,63
(10.8) (11,0) (0.5) (1.9)
50, 000~1, 00, 000 6,27 4,75 3,04 3,29
(17.6) (11.8) (0.9) (0.8)
1,00,000 & above 3,63 6,24 847,06 385,53
(10.2) (15.6) (96.8) (95.7)
Total 35, 60 10, 11 358, 46 * 103,04
(100.0) (100.0) (100.0) (100.0)

Figures in brackets represent percentage to total




STATEMENT VIII.1O

OWNERSHIP PATTERN OF DEPOSITS
(Rupees, Lakhs)

"Data for 5 Scheduled Commercial Banks

“March 1980 "March 1982
Current Sav1Q9§ leed Current Savings Fixed

Institu-
tional &
Business
Sectors_

a) Public 901,65 308,03 1376,82 897,18 403,19 1611,49
Sector (45.5) (12.9) (28.1) (38.7) (11.9) (24.1)

b) Private 389,61 35,05 301,63 643,64 565,09 418,99
corpo- (19.7) (1.5) (6.2) (26.2) (1.6) (6.3)
rate
sector

c) Other 467,92 167,24 437,37 609,72 236,Q§ 61,20
insti- (23.6) (7.0) (8.9) (25.0) (6.7) (9.1)
tutions

Personal

& Indi- 221,18 1369,29 2782,54 290,61 2849,24 4051,07
viduals (11.2) (78.6) (56.8) (11.9) (79.9) (60.5)
of which:

(i)Farmers 24,10 151,62 195,34 67,07 264,43 327,94

Total: 1980, 36 2379,60 4898,36 2441,14 3565,89 6693,56
(100.0) (1c0.0) (100.0) (100.0) (100.0) (100.0)

T AR R 1 G a L Wl . B L A R AR B Mm@ e . Al m Rt eSS A e P At e o T S e A e i A e ———

Figures in brackets repLesent percentage to total

dmv, /=

692



STATEMENT VIII.10 (Goneld.)

OWNERSHIP PATTERN OF DEPOSITS

Institutional &
Business Sectors

a) Public Sector 947,51
(35.9)
b) Private 648,94
Corporate Sector (24.6)
¢) Other 698, 60
Institutions (26.4)
Personal and 315,68
Individuals: (13.1)
Of which:
(i) Farmers 198,90
Total: 2610,73
(100.0)

—.June 1982 . .
Current _Savings _Fixed

(Rupees,_ Lakhs)

497,23
(23.3)

72,04
(1.9)

269, 21
( 7.2)

2885,93
(77.5)
276, 65

3724,41
(100.0)

1725,54
(24.3)

409, 48
(5.8)

650, 00
( .0.2)

4307,79
(60,7)

347,28

7092, 81
(100.0)

Figures in brackets renresent percentage to total

043
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