
FOREWORD 

 

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

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

 

 

 

 

Mumbai                                            (Rakesh Mohan) 
April 1, 2009                Deputy Governor  
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PART I 

ECONOMIC AND FINANCIAL 
DEVELOPMENTS ABROAD 



QENERAL ECONOMIC DEVELOPMENTS 

The expectations entertained l n ~ t  yebr of n sustained world eoonomic recovery 
did not materiahe during 1947. tho diea.etrous offectn of tho laet war striking the 
world with delayed impact. The recovery in Europe was disappointingly slow, 
owing mainly to a suhism between Raater~l Europo, bending to pas8 under Ruesiar~ 
influence, on the one hand, and on the other, Wostern Europe in whioh Britaiu 
and the Unitod States evinced a spocial i~lterest. 

Conflicting politiod ideologiee, which inureesingly tended to  divide the nations 
of tho world, as i t  were into two oamps, often resulted in industrial unrest intor- 
nrtily, cuIminating in etrikea and demand for higher wags; this ooupled with oon- 
tinued ahortagee of materbb, particularly fucl, deoted produotion sohedulea 
end further hnndioapped natiom in their fight againat inflation. Soaring ooete 
without a corresponding inareaee in production, whioh in nome oaeee aa in India 
showed actuelly a deollne, and deficit budgeting by Government8 (who ooneti- 
tute, competing ns they do with private demaud, tho biggest inflationerg spendere) 
were perhaps the two idationary faotors mainly reflponsible for the instability of 
internal price strncturee, which, during the year under review, beonme further bloat- 
ed. The problem of checking a rise in domestiu prices has been further oompli- 
cated by a still moro fundamental and baffling problem of seonring equilibrium 
in international bdanco of payments. Thus, a major hmdioap from whioh most 
countriw suffered wee their inability to import adequate supplies, both of pro- 
duotion and ooneumer goods, m t d y  due to  lack of foreign oxohange m u r c e s ,  
partioularly U.Y. dollars. Infiationwy pressures thus growing powerful were fur- 
ther aggravated by the diveraion of wartime eavings to support current consump- 
tion and led, in conjunction with peMistent abortages of food and other esaential 
ertiolee in common uae, to a pronounced riac in price levels and higher living oosts, 
thereby bringing about a deterioration in the ~tandtrrds of living in moat countries. 
The thatration of hopes whioh now appears to  face thc major part of the world 
brought home to nations, more clearly than cver, the supreme need for s closer 
ulelrenre of oo-operation bctween them in tr oommon endeavour if tho objeotives 
of arresting further deterioration of natibnd economiee and living etandardm and 
of laying the foundation8 of a new world eoonomio order were to be meliaed. 

Thc battle against idation, with all ite concomitant evil8 inoluding the in- 
equitable distribution of national inoomo resulting in a growing h t u e  between 
sociid claams and the misdirection of labour and other resources, oontinued to 
he the major problem facing moat of the cour~triee of the world, inaluding the 
TJnitecl States and the United Kingdom, during the p t e r  part of the yeer. This 
aituation demanded e further tightening of the restrictive meaauma that were 
already in operation in some oountries and the reimposition of controls in cor- 
tain ~pheree in othere. In  Canada, price ceilings had to be revived in reepeot of 
important uunnod fruits and vegetables in November, 1947 end in reapeot of 
meat and butter in January, 1948. In  Britain, restriotiona more eevere than t h o ~ e  
of wartime were impoaed, the rationing for the first time of b d  end p a t a b  
being the ohiof example. The attontion of the authoritiee WBB elso dfreoted againet 
further general incremes in wages, profits, rents and similar inoomo sourots with- 
out commeneurnte increases in produotion or wrvicos. The oountry'e oritioal 
eoonomic ponition was indicated in two White Papern, one dLing for the pegging 
of wages nnd the other revealing the rapid shrinking of gold and dollar rwervee 
in 1947. In the United Statce, the Congress paraad in Deoember, 1947 e joint re- 
solution for a one-year exteneion of export controls end authority to  regulate 
the we of rd-road equipment and dso for authorieing voluntary egreementr 
between Government and repreaentativee of bueineee, induetry end egrioulture, 



for certain puryose8, such ns tho allocation of scarce commoditiea and of tram- 
portJioi1 fncilitios and tho roguletion of epeculative trading on oommodity er- 
chatigeu, whilo thc Anlcrican Bankers' Association an~lounwd a programme 
designed to discournga the rneki~lg of certain type8 of loan8 that would tend to 
aggravate intlrttionary protisllres. 

The world production of most of tho major food-stuffs in 1947 wss about 7 
per cent below the pce-war level but on a similar comparieon, the population 
ehowd an increaue of 10 per cont. The output in deficit countriee in particular 
continued to be a t  low Icvols. On the other hand, erport.ing couutriee including 
tho Unitod Stlrtcs, Canada and Australia greatly incrwwd their output but 8 large 
pnrt of i t  was ooneumed domestically, thus oomplling e reduction in the per 
capita oontrumptiorl of the dtrficit regions. The neode of defioit countries during 
1947-48 inorewed by 8 million tons ovcr tho prcoeding year, while the world'e 
exportable surplus of grains (apnrt From rice), during the same period, wes eeti- 
mated to hnvc ~hown an increaae of ox~ly 4.5 millio~l tom. The outlook a t  the 
closc of tho year, however, appeared to be moderately optimistic ; improved 
crop8 are expeated in 1948, particularly in Europe, while it is hoyod that Argentina 
and Auatrdia would mtLke available to the world pool 93 million bushels 
more. 

lu the Duited Statetl, indu~try as a t  tho ond of 1047 had npproached the 
limit of i t a  capacity wiLh its labollr form ax clone to full employment ae paet~ible, 
despite lossos duc? to strikes amounting to  34 nlillion mt~n-dayu during the olovan 
months cnded November, 1047. Tile first quarter of 1948, howover, ueemcd to 
show sign8 of a decline in activity, pnrticiilnrly in automobile manufacturn and 
steel. Iu  Britain, indastry, which had aufferad a xethack following the fuel criuiv 
in Fobruar:, 1047 had a had fitart, the rapid rate ~ t t  wllid~ the country was 
drawing on the American Lo&n of $4.4' billion indicating tho approach of a 
grave economic situetion. 'l'hio was being b ~ t e l l e d  by tho sub~tantial rioe in 
United Stator! pricee during thc groator part, of thc ycar and the drain on her 
resources of lmrd cnmncy following tho convertibility of sterling, which 
commenced on 15th July l~rider the terms of the Anglo-American Financial 
iig~t!~lUent biit which was tjuspended with effect from 21st Augu~t, 1947. 
Towade the close of 1947, howuvcrr, following ntringent measlaas adopted by the 
C*overnmeut, iriduntry seemed to havo tnrncd tho comcr, unemplo-ment falling 
from over 2 million in Fobrnaty, 1047 to  277,245 by mid-December. nospite 
adversc conditions, the (hvernmeut, iu l~urnuttnce of their programmc! of nation- 
nli~ation, comp1et.d during the year under review the neccsanry logisletion to bring 
all inland transport and tho electricity indufitric~ under the control of the SLate. 
'l'he natior~nl economy of Canada, according to officinl souroes, was functioning 
crt the higllost love1 ovcr attnincd, with employment reaching cr higher love1 than 
a year ago and indliatrinl production in November, 1947 sliowing an increase of 
Y pcr cont ovcr the corresponding figuro for 1946. 

In nlovt of the other couutriee, production failed to keep pace with the  atesdily 
growing demnd. This wcre manife~ted in their diminiehcd capaoity to export 
crud increased demand for irnport~ which, through rise in prime in the exporting 
oot~ntries inclutling the United States, sccounted for oontinued dcficite in their 
Lnlnncc of paymenttr. But the outlook, whiuh for a time, appearcd to  be perplexing, 
sl~owed signs of brightening as the year drew to a closo with the pausage by the 
United Sttlterj C o n g r e ~ ~  early in T)ccembor, 1047 of a Bill providing for interim 
aid to France, It.aly, Austria and China,-and the aotion taken by the United S tn te~  
Government to hasten the implementation of the Marshall Plan (envisaging a 
Eurapcnn Rcc.otre.ery Yrogrtrmxne of $17 billion)-by far the most important 
offnrt during the year iu the field of international economic co-operation- the - .  - - ---.-- ----. ---- -- 

* Inc:lutlit~g $fir! ruiliion for the liq~lirlat.i~~r~ or lend-letwe. 



first imbelment of which for tllo yesr ending 3Iaroh. 1949, wlw approved by the 
Congrcss on 2nd April, 1%k8. 

Thc flow of Ani~rican aid for thc rehtbbilitat.ion of devnatated arew indicates 
the growing roalimtion Ly thu llnitcd States of the economic hterdependcnce 
of Lhe world to -by .  Individual ~lations too have not been slow to  mupond as 
has been shown rcccntly in thc formstion of a uustom~ union between the Xether- 
land#, Brlgiurn and Luxernho~~tg nlld the prnl~onab for o. similar union of the whole 
of Western Europc. I~idued, an  irnyol-tant aspect of the Marshdl aid programlne 
for E~iropaali recovory has been the eu~pheais leid -by tho l&pi.tted,,&&on the -,- ..7 :?.-- 
need for greater economic co-opration between the countriea of Europe. 

2. PRICES 

In  xl~ont couutriee of t,hc world, aa rcmurked cnrlier, tho continued i n c m a . ~  
in tho inflcstionary p ~ s t r ~ m  during tho ycnr fitrther mnrkerl up the general level 
of priccs R J ~  the cost of living. The \lnitcd Stutcrs indcx nurnher~ of wholeeale 
prices and coat of living, which had stood a t  Ili4 nnd 1.19 in Jnnutlry, 1947 advanced 
xkarply by tho end of 1'347 to  189 and 163 rcsputively (ti& Table 1 and the 
graph facing prt-ge 0 ) .  Tn Cantlda, tho index numbor of wholesnle prioes rose from 
136 UI J itnuary, 1947 to 1 70 towtlrdu tho clor~o of tllc year. Iu the United Kingdom, 
thoiigh the total niorley snpply had romnined Inore or lea6 stablo, the rise in the 
price lovol continnod uucheckcd, the wholeualo price index spurtiug up from 167 in 
Jn~lu:iry, 1947 to  187 in T)ecemher, 1947 ; the cost of Iiving, however, showed olily 
a nioiles~ctc riw o~vi l~g  n~sinly to the continued yitymont of food suhnidios amounting 
roughly to X100 tnillion e yoar arid the fitriot rat-ioaing of ossentid cons~lmer goods. 
ln Prsnoo, with thc total nloncy nupply incroasiug ~ h q l y  from Frs. 1.426 billiou 
in Uecenlbcr, 1946 t o  Eh. 1,751 billiou at tho cnd of 19-47, tho general prico level 
rccorded s sharper rlsc, the ge~lernl indox nionnting i ~ p  h ~ n  091 iu Decembor, 
1940 to 1,370 in T)ecelul)cr, 1U47. A similar ir~crcana a l ~ o  took place in the retail 
pricvs index ('t'oorl). 111 Italy, the wholcnale pricc i~ldex sharply advanwd from 
3.920 ill T)ecvrnh~:1-, 1946 to 0,430 by Octoht:r, 1947, h u t  t,hcreafter mainly as a ~ e u l t  
of the Uoverncnent's anti-inflationary rpeasurcs tr~ld incrccrsed ~upplice of food, 
the upwsrrl moverncnt wnrJ am:stcd and the generul index dcclined to  5,910 by 
tho end of 194'7. 

Allhough thc basic cansu of thc illllationary co~~d i t iom wne tlie exceea of 
effectivcs denhand over the volume of available goo& and selviceu, thcir intennsity 
and pattern varied from country to country depending on the economic forces, 
oxterutrl and internal, apertbting in each. In  tho Uniteti Statcs, deapite the peak 
Lcvel of i n d ~ s t ~ r i d  :bud i~gricul t~~ral  production and thu hudgctary 8urplue. there 
wns h rise in thc ge~lcrctl lo~-ol of priccs because of thc exceptionally high dome~tic 
find forcjgn den~nrtd for her gooda and services, lurgc oxpamioo in bank credit as 
aleo inarceaed outatandinpi of cowurnor credit, spccnlntive activity in the com- 
ruodity markets, and corices.uioau to labour, pnrticultlrly in stool and coal indnatries. 
Tn tho llnitod ICingdoni, &part from the advnnco in cut1 prirr~ and freight rates 
and the upward revision of colltrollad pricctl of ~ o n ~ c  corrir~~oditic~ coueequent on 
enhanacd costs, thc riee in tllc price lcvrl was prtly attributable to the policy 
of the ar~thoritic\s in cxp~ridiug O X I J O ~ ~ H  and rcducinbr imports t80 mirlimise the gap 
in tho estcrnal peynlcnta phition, which consequer~tly rcducad the supply of 
good9 trvailablr in the home ~ntlrkc.t, Ii?avir~g a t  tho nume timc thc total momy 
snpply unilffcctcd. JII addit,io~i, ttcrc: nas also an cxc~e.ssive &eft 011 the country's 
resourccSs of man-powiBr and maberiala on account of certain large-scale capital 
investments by tho Goven~mcnt which wcrc not u~ltirely financed from tho genuhe 
eevinge of Lhe community. Ln Ct~nadtl, on the ohher hand, an unueually pressing 
demand, a lughly satisfactory filwncial position of rlolucstic buyers owing to 



Year and Month 

1944 . . 
I046 . .  

' a  1846 . .  
1047 . . 

January 1047 

31 amh ,I 

.Tune ,? 

September ,, 
Doamber ,, 

TABLE I.-MONEY SUPPLY AND INDEX NUMBER8 OF WHOLEIlALE PRICE8 AND COST OF LIVING 
OF QERTAIN FOREIGN COUNTRIES 8lNCE 1944. 

Unibd Kingdom United S t a b  ot Amrrlea Canada 

M = Money Supply : Figurcs in billions. P = UrhoJ~le Prices, G .- b t  of Living. 

Soume : Internabio~ral Finanoial Gtatistice i m u d  tg the Internat id  Monotary Fund. 

Note:-Annd figurea of money supply ere Ueu!mber a%-. 





low indebtedness, widcly distributed etockn of money and othcr liquid assets, the 
overall shortage of raw materids and fnctom of production in relation t.o demand, 
the decontrol of a large number of commodities and the influonce of higher pricee 
prevailing in tho United S t a t o ~  contributed w~btrt~nntially to tho rine in pricee. In 
the oountrics of Weatern Europe, however, denpite thc volume of indlistri~l and 
agricultum1 prod~lotion surpassing the pre-war levels in a fcw cases, inflationary 
co~iditionn pemistod becnuso of luQet.wy deficits, po!iticnl ii~stahility, unstable 
financial eituation and tho acute short~~ge of uonnu~~ler goo&. 

Vigorom anti-inflationary mtlaeuree approprinto to thc co~iciitions of each 
country were adopted during tho yew. In  order that the alnrming price infintion 
in tho IJnited Statee might not thrcetcn the country's entire programme of foreign 
aid, Yre~idcnt Truman in his message dnted 17th November, 1947 to  the Joint 
Session of tho Congre~s recoluruer~ded a ten-point programme for legislative 
action to relieve nmonotary presswen, to ohanxlel scarce goods into the most 0~1~011Litll 
uw and to deal directly with epecific high yrioen. The Congoas, however, a t  a 
special semion OII 19th Dcacmbor, 1947, approved in part tho anli-irAationary 
Ineafiuros suggeatod by the Resident wl~ich included tho extension of export and 
transportation control8 for one year boyond 29th Bubruary, 1948. thc authorisation 
of propanimcs desigied to couneroe food and fccd in the country and tho stirnula- 
tion of food production abroad, and the extension of powor to limit the IISO of grain 
by diatiUers until 31st January, 1948. 'l'kere was also plbovision for limited immunity 
from the anti-trust  law^ to pcrrnit volulltary agreements by industry in respect of 
priority a l loca t io~  and inventory contml of 8cnrce materials. l 'he mo~~etary  . 
measures adoptcd by the Board of Governors of the Fcdcral i?eeervc Syeteru 
comprked the unpogging of the Tmenury hill rate to cont,ml the ~uonetisation of 
public debt, the raising of tho bank rate from 1 per cent to I +  por cent in January, 
1 M  rrnd the raising of tho rcrrorvc reql~ircrnenlu of  hank^ in Central Hesorvo 
Cities. 

In the Unitad Kingdom,  beside^ phpictrl arid financial controls, a bl~dgota~ry 
surplus wee sought to he crcatod ; in tho eupplemontary autumn budget introduced 
by tho Ch~ncellor of the Exchequer, mlbst,antial cuts in Covernmcntal expenditure 
and taxation maaeures, euch ax doubling of the prnfits tax, i u c r ~ s e  in purchase 
tax and the extra duty on beer and wine to bririg in more mvcnuo were iucorporated 
80 ns to secure a fairly lnrgo budget surplue, euffioieut to lcnvo a bdance after 
all forms of Government expenditnrc?, ~api t~al  and ourreut, wcm met. Nore- 
over, the Govornrnent planned a cut of the order of $200 million u year in the total 
capital inveutnrcr~t programme of the country which, by switching resources from 
capital constrnotion, especially long-term, to the productio~~ of goods for 
immediate une whctlwr a t  homo or for export, we8 expected to speed up thc export 
drivo or ease the inflationary prcssure by ma.inlaining #upplies in the homc market. 
The Government also i~aned a Whits Papcr urging the poplo to resir;t or cut 
by voluntary agrecrme~~t any increase in pmfit, salarioe or wages, if a serioiis and 
prolonged setback in the uouutry's economic reconstnlction acc~n~pa~l ied  by n 
persiebnt low standard of living was to be avoided. Voli~nt~nry saving WI~R also 
emphmieed es the most effective and tllc lcnst painful of id1 mothods for mliaving 
the influtinnary pressure. 

The French Finace W ~ t e r ' s  anti-inflation programme inoloded the belmc- 
ing of tho budget through heavy taxation and borrowing. In adnition, the payment 
of subsidies was abandoned, the h n c  wan devduod axid nll tho outstanding 
1,000-fmnc notce wen, deprived of their legal tendcr character. All bardis and 
financial institutions were abo called upon to cxert:i~o the utniost caution in 
grantiu~ advanccs. I n  Italy, anti-itdationary xue;Lsun.H inclutled strict control 



over bank credit, all banks being required oithcr to deposit with the Bank of Ttaly 
or invest in Govcr~il~iollt loans 15 per cont of the excellr of Iheir dcposita, ;as on 
30th Scptcmbcr, 1947, ovor 10 timeu thcir oapitd and reeerves, thc rising of the 
bank ratc from 4 to 5+ per cent end the imposition of a cepital levy. 

IG is too catty to expect the, fidloffccts of theee rneaeutes to bring infiation 
to n suddcn lrult, although there was n rcvewaI in the upward movcmcnt in pricee 
in somc Europesn countrien, particularly in E'rance rmd Italy. A healthy price 
rc~csnioii WM expoctud to be initintcd with tho passage of the U.S. Foreign Assist- 
slrcc Act inlrsn~ucli aa the import .~~ir~>Iupl which the Europw11 wuntries would 
enjoy as s result of this a~i~ l  wol~ld iiot o~dy  add to thc supply of goods available 
for connuruptioa arid inve~tnleiit in these countries. hilt deo to t h t  extont reduce 
the l iqu id  purchasing powor in t l~o  hands of the public. 

3. CURRENCY 
118 will be, Been Irom tBc followiug Table, thc voliime of notes in circulation 

ha rttmttiued high iu most of the leuding countrics of the, world. In eomo of them, 
c-g., Frnnco, Xew Zcnlnnd, C;lnitdzl, the year-ond levels for 1947 in fact show 
increwon of 27 .ti, 3 .Ci and 1.5 IMP cent rcspcctively as oompared with the 
pruviuus j-enr. Tn Chinu, wh~ere idlation has entered .the spiral, contide~icu 
iu clrrrency is hchig b~adually undcrnlinod, ~eriously effecting internal prices 
nnd cschi~nge. 111 the United Kingdom, however, tho note circulation a t  
tll,:SAO r~iillion nl, tho oi~cl of 1947 wan E72 million below the comparable 
loval of 1946, roprosenting a decline of 5 por ccnt. Con~eyuently, tho fiduciary 
 iota inwlo of the Ilai~k of England wau redliced for Ille first time siuce the, 
spring of lQ:l!) by $30 million from £1,450 xr~illion to $1,400 million early in 
.lanumy, 1948. 'Ckc rcfl nx of notes, which coincided with an unu8udly largc dcmand 
for silvur couis, \VLV, i t  is presumed, ~attinly tJic result of dehoarding by black 
markcteer~ ni~d tax cvders, followilig rumours of official plam to recall the existing 
r~ote iwue and to replace i t  by o new scrics. 

TABLE 2.-NOTE8 IN GIRCULATIOW. 
(In rnillione) 

Pmccnlage 
Enti of End of End of' increwe( I ) or 

1 (M5 1'WU 1947 d c c r ~ 1 a ~  (-) 
over 1946 

Unitnwi Kil~dotn I: . . I.#M 1,422 1,350 - 5.1 
Aunt.ralin E A . . . . 400 207 205 - 1.0 
C~ln& S (> . . . . U!)2 1,031 1,046 + 1.5 
h ' o w Z ~ a l a ~ u l f : W Z  .. 48.2 60.2 52.0 + 3.6 
U i k d  Xtatm S . . 2'7.2' 27.6' 27.5* - 0 . 4  
Fnu~ce Yr. . . . . 570. 722. 921 + 27.6 
In&& Rs. . . . . 12.l* 12.2* 12.35 + 0.8 

h 1 ,  i i o  Sower :-llniM xutiouu NonLhly Ri~Ilntin of Btetiatica. 

Thus, thcrc llus riot buen any slackening in recent ~nontha in tho wartime 
inllstionnry pressures ; this is attributable, on the olle hand, to the high level of 
capital expenditore, Govcrnmcnt as well w private, and consumer demand, and 
on thc other, to thr: prcvding ~caruity of conaumcr gooda. With a view to bringing 
thc ciisproportionntely large volume of monoy in normal relationship with the 
volurne of nvoila1)le goode, Rome countries, c.g., Boumania, Austria, and Rnssia 
introduccd in 1947 moutftary roforms, providing for the elimination of a, large part 
of the liquid howds through a skimming off procens. In ltoumnnin, currency was 
stabiliscd a t  moru or less thc 1038 level by an exchange of thc cxisting lei against 
new utabilised lei a t  tho ratc of old lei 20,000 to new leu 1. In  Aiistrio, the Lam for 
the Protection of tllc Currency came into force oa 10th December. It provided, 
alllong othur thi~igs, for n reduction by two-thirds in the nomiual value of the 



sohilling and the cancellation of blockod nccoiinta (which In many cwes rapre~ented 
war profits). A per c q i f u  quota of 8150 waa nllowod to  he exahangeed at  par. 
For amounts exceeding t h i ~  sum, thc cxchnngc was to  take place st the rate of 
old 83 to  now S1 : t,hcvc: owmtions were exrjected to result in a reduction in 
the total monetary circnlat.ion (car~h a ~ u l  hodk nlor~oy) from 827.5 milliard to 
SIC). 7 rnillinnj. 

I n  L)eoember, 1947, IA Decree was issued in tho V.S.S.R., providing for the 
rcpll~ce~r~ent of thu old rouble by a new -om. Accolxling to tho Demce, tlus refortn 
was ~~ucesaary to liquidate the conscqucnccs of IVorld War II in so far ar t,hese 
affectc!d note circuhtion and to strcngthcn thc Soviet rouble, the 1)urcliaaing 
powor of wl~ic11 had dccrewd s~ cr result of euccwive iasuuv of ' faLe ' ~uotley by 
thc Germans in occupied Soviet territories. Under the reforms, Wlu rates nt, whioh 
roublm were exchanged varied for wlvings deposils, cash, hondu and othcr holdinge, 
the ditjcrimination being aimed against piufitcors and upcculators ; the r ~ t e  alno 
varied according to tho sizo of individilal holdings. All C~GYII holdings were ex- 
changed at tho rnto of 10 old roi~blas for 1 now rouhle. Saving depoite, on the 
otl~or hand, woro exchnngod roublc for rouble up  to :I,C)OO. For balances from 3,000 
to 10,000 thc ratc wn.q 2 ncw for 9 old rouhlw aud 1 ncw for 2 old roublcs for 
dcposit,~ ahovo 10,000. l'lacticdly all Btatu lotlntl were revtaluad on thc basis 
of 1 now rouble for 3 old rouhles. The new rouble tlobee wero issuod for tho first 
time on 16th I)ecember, 1947, in denominations of 3, 5, 10, 2.5 and 100 roubles. 
This finw~cid reforn~ will have lhe uflect of wiping out two-thirds of the national 
debt and reluoviug an nnlitlown fu to r ,  in thc form of hoarded money, mhich 
might havo disrupted thc Govcmment's deratiouing plwln, which wore also 
annonnccd simi~ltrmcously. The roforrn embodies nu attempt to reconcile the 
present level of commodity pricun with bhe abandonment of rationing, for mhich 
;L drastic deflation of currency and credit w ~ s  dccmcd an c ~ ~ c l l t i a l  requisite. 

Doring the yew uur~der review, two more countries of tho Commonwealth 
t.ook ntepn with a view to connerving tho ~ ~ ~ p p l i o s  01' ~ i lvcr  t o  cnahle repayment of 
the aniourrt of lend-leano d v e r  necured from tho United Stateti during the n t r .  In 
Aufitraliit, the (:ovcrnrr~er~t have redilccd tlio nilvcr content of the coins fro111 
0.025 to 0.500 fhe. So a.lso in New Zc?lniid, tho Government l~ltve alpproved Ibu 
rniuting of new cupro-nickcl coins, oompriiling 7.5 per cent copper arrd 25 per corlt 
nickcl, t80 rcplaoc thc ailvcr coinrc in circulation. 

4. MONEY MARKET RATES 
During the ycnr 1047, tlre discount rrrtcs of Ccntrnl Urrnks went revived in 

t l~u  followi~qj col~ntries. 
&to 

Date of lnnt 
Couutry cl~ar~gn e1 P m n t  Diffunnce 

Bolbiurr~ . . . . 27-S--1047 3 .oO 3 .  GO + 0 . M  

Finland . . 5-&-1!M7 4.00 4. :-A + 0 .  50 
humhor ,  1947 4 . 6 0  6.20 $ 0 . 7 0  
10-1-1'947 1 .(52 1 1 . 7 5  

1l-r~ 
Iran . . 
Itsly .. 
Peru . . 
Poland . . 
Koun~ania 
Spain . . 
Vmen~o la  
Yugocrla\~iu 

Sourr# : Fund. 
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Seven of tho above countries raised tlioir rate8, the rtim in most cases boing 
to restrict oredit as an anti-inflationary devico. The Barlk of Prance split up and 
raitmd on 10th January, 1947, its disoount ratc of 1.62 per mnt to 1.78 per 
cent for discou~lting Tms~ury bilk and short-term commercial biUs repremnting 
#ales and 2.25 per cent for ciir~counting other commercial paper. Subsequently, 
theee ratrs were raitred to 2.W and 3.00 pcr cent mspect9ivcly on 9th Octobcr, 
1947, for initiat'ing a deflationary policy in pursuance of thc rehabilitation pro- 
gramme. The Finnish h n k  rate was eimibrly raimd in two fitnges ; firat fmm 
4 .OO Lo 4 .  fi0 por cent in Junc?. 1047, and again to 5.20 per cent in December, 
mainly to curb tho heavy rediscounting preasum from the commercial h n n k ~  
in the period immediately preceding tho change. In Italp, the Bank retc wee 
raised in order to metow control over the money market nnd incrtttlne the cost 
of credit ttll an anti-inflationary moaaure. The rediscount ratc of the lf'ederctl 
Heservo Banks was also raised from 1 per uent to 14 per co11t in Jnnuar.~, 1948, 
for discouraging membor benh  from borrowing from thc Fedeml Reucm Bnnlis 
againnt short-term Government bun&. 

k. in the pmvioua year, the Treaflury bill rates did nol rccord rnatcrinl vurk- 
tions except in the TJnitcd States, as shown in the Tablc on page 10. 

In  tho United Kingdom, the mto for tlree months' Treasury bills ramained 
steady a t  0.01 per cent aince Febmary, 1047. The ratcfl for day-to-day money 
and for bankcrs' acouptances also remnined unaltered throughout the year tit 
0.03 per cent and 0.33 per cent rosyectively. Jn the 'LTuited Statcs, as (I. result 
of the unpegging of the Treasury hill rate in July oonacquent on the C~vcrnment'e 
departure. from their wartimo policy of rigid control of intorest rates, thc ratc 
moved up from  it^ pegged lovcl of 0.38 per cont till it renchcd 0.95 per cent by 
Dccemtntr, 1947. The rate quoted in New York for four to ~ i x  rnonlk~ colnmerciol 
paper remained ~ t e a d y  a t  1.00 per cent till Augost bul moved up thereafter t o  
reach 1.19 per cent by December, 1947. The Conimercial loan rate in 19 cities 
fluctuated widely between 2.38 per cent in Jl~nc, I947 and 2.21 per cent in 
L%ptembcr, 1947. 

Among other countries, the rates for six monthli' Troasury bib in thc Unio~l 
of South Africa and for thme months' Trotbsury bilh in A~wtmlia relnainod un- 
changed a t  0.03 p r  cent and 1.00 per cent ~ospotively throughout the year. 
In Canada, the three months' Trensury bill rate improved from 0.40 per cent to 
0.41 per ccnt in April and remained unaltered at that lcval during tho rcut of the 
year. The Truasury hill rotc and the day-to-day moncy rate in the Ncthcrlnnds, 
the Trelctlury bill rate in Argontinn, and the day-to-day money rate in Prrtncc 
uhowed uncertain tondenciee. Jn Italy and Switzerland, tho T ~ ~ a s u r y  hill  rate^ 
wcrc stable for the firat eight or nine mor~ths but improved Btcr to reach higher 
level8 towards the end of the year. 

6. OENTRAL BANKING 
Central Banks Recently E.&blieM.-Under the Bank Reform Bill inbroduccd 

in tho Brazilian P d a m e n t  in July, 1047, a Ccntrcrl h n k  of Issuo is to be esta- 
bli~bed in Brazil, the whole of its capital being proponed to be subscribed by the 
Covernmont . 

Since the occupation of Germany by Allicd Powers, the problem of rehabili' 
tlrtion of banking and credit  ha^ bcen engaging their attention. Early in 1947, a 
Central Banking fiyutern somewhat similar to the U.S. Federal Rcscrvc Spt.em 
was crentod in Germany, with four Lander Central Ba& in the U.S. Zone, four 
in the Ehnch Zone and five in the Russian Zone, mainly to mgulate monctary 
ciroulation and oredit supply, to  mcum the solvenay of the oredit inntitrltiona and 
to facilitate payments relations with other lander nnd foreign countrier;. Tho 
banks, however, did not have the right of note issue. 



On 1st March, 1948, it new Lkrrlk of German Statos was ~t,aI.ted to replace 
the old Reiuhesbenk with a capital of RM 100 million to be subscribed by the 
Lander banks in proportion to  thcir deposits. Tn addition t o  iseujllg uurrency, 
tho Bank will control tho monctary and oredit poliuies of the Lander b ~ n k s  in 
Rixonih and msintnin ~ i l c h  foreign axahunge control an is deemed neoeseary by 
the Rriti~h and American Military (Xowrrlorw. Subsequently, i t  waa rcportcd that  
a new " h u e  ar~d Clearing " Bank wibh a capital of RlCI 100 million was foiinded 
in t-he Woviut %one of Germany and began oporntions on 1 ~ t  June, 1948. The 
Ba~lk will work RK H clearing house for the wholo of the Uiiusian Zone. 

Vndcr an Act wl~icll hocanle offectite from 1st October, 1047, a national bank 
for Burma called the IJnion Bank of Burrntr wne eatallishod with a capital of RR. 4 
croms, half of whioil walr subecribed by tho Govornmont, while the r e ~ t  nltro i to be 
aubacrjled by tho Govonlmont at sr~ah time and in much mwuaer sls may be detor- 
niincd by the Govcnior. Thc Rank will be managed bye  Board of Dhctord consisting 
of seven members nominated by thu Governor and iucluding a chairman, a dcputy 
ohaimttu lsnd a ropresontative of the Finance Dcpartmont of the C:overnment. 
There is a u t t ~ t u t o l ~  obligation on the Bank to act as  bnnkem t o  the 
s l ~ d  to mana.ge the  ytlllic debt,. It may n l ~ n  nct as an agent of the Curremy Board 
which j s  ontnwlcd with thc function of ifi~uing currency (vide Report for 1946.47, 
pogc 12.3) on such tcrrns nnd conditions as may be agmed to between them nnd 
approved by the Governor. Although it is not ex~~reaely slated that thc Union 
IZunk of I3urme nhould act s bankere' bank, tho Act rcquims all b a n h  in Burma 
to  file with the Cnion Rank of Buumn pcriodicnl m t n m  regarding their liabilitiee, 
advnnccs. ct.c., which arc to be con~olidated aud puhlisked by the Union Rank 
every week. 

U~v ing  the courxo of his budget ~poech 0x1 28th February, 1048, the 
Finance Minister of l'oki~ttln announced that  the Goverllmont pmpoecd to 
establish a Oc-ntrul IIarllr for the State Lo be known aa tho State Bank of 
Yakintan. 'l'he Bank i n  t o  hove a paid-up cupitul of Re. 3 croms, 61 pct cent of 
which wouId he taken up by the Btttte. 

Xr~Jionnlisa~ion.-Tho ~urt,ionalimt~jon of C!ntrtll Yanks gained further 
momcntum during 1947 rapcciolly in Eluope. 'l'he Nbtio~url Bank of Roumnnin 
was urrtionalisod as fronl 1 ~ t  January, 1947, by e Law &kd 28th T)ccc~nbor, 1946, 
~ucordirlg tao which the 3tini~Lry of Fin~rico was to  rlcpofiit cl t  thc Bank within 
three da.yfl of tllc pliblirution of lDlto 11~w nn ~ n i o i ~ n t  cqual t o  the vtclue of the Bank's 
sharas valrrcd r ~ t  the Rucherc~t Stock Uxcha~qe mt-r? rulhg on let  Duccinber. 
'Yho ~h~raholr lrrs ,  howcvcr, wcrc to reaeivo compuuation in cmh basod an tho 
avewgc oficii~l nlnrkct price of ~ h : t w ~  butwo~.n l ~ t  J ~ n u a r y  end 1st Dcccmher, 
1M6. 

Tho conton~l~lntcd ~~at ionnl i~nt io l~  of the Netberlande Bank, rofcrrcd to in thc 
Report for lmt year, wnH effected early in 1!)48, the Bill for nationalisfition having 
bee11 irltroduced in t'ttrliurnent in Jtulr?, 1947. 'ZTndcr thig achcms, the Bank is to 
rcmain a li~nit~ed liability coru1,tLn-y with nil its shareu held by the Government. 
Thc shnn.holdora nro t,o he paid rrt twice tho nomirlel value of Ch~eir slinrcs in 2) 
per cent (hvcrluilo~lt litock. Atj this gives the shamholdera a long-tcml yield of 
5 ycr cet~t ,  it aypectm that capitalisation of rcccnt dividend8  ha^ been taken an 
the: basis for compensation. All tho dircctots are to be nominated by t.he Govern- 
ment and the Fi~la~lco I+Iinistcr will hnvc p o m r  to  issue directions to the Manag- 
ing Dimctor of tho Bank nftcr coil~i~lting the Advinory Council. 

Besides cresting nn "Investment Rank" for constructiou purposes, Bulgaria 
nntiomliscd tho Rnlgerian National Rnnk a t  the end of 1047. The mtionalisation 
schemo pmvidc~ for cornponeation ill rash and interest-bearing bonds to Bulgarian 



~hnrcholdcr~ and for negotiating agreement for comp*nsaticl~~, eubjecl to the 
approval of the Bulgarian Oabinut, with forcign shamholdera. 

The Hungarian Pnrlinmant transforrod t.o Stat.c-ow~cbrship thc Ilungarinn 
Xationnl B ~ n k  by pnusing thc Nationnliw~tio~\ Bill on 2lst h'ovember, 1047. 
 hems held by Hnngarian nrbtionctle are tso bo tnbnsfclmd to tho Hulyarinn Stntc! 
ogninst snitable compewatior~. Aleo, extonsivo powers hsvc Iwcn confcrrcd on the 
t:ovc:rnmcnt in t.hc lliar~age~llcnt of tho Rnnk. 

'1 Bill nntionnlining the Uinlr of C~,ec2~oslov1~kin was pwsed in Blarclr, 1948. 
'J'llc: Rank is to he a State iuntitution and nn independe~~t lcgul ei~l~i l~y,  tho shares 
twiny: hought hy the Covernmont at their face value jdun n bonus. The rnnlluge- 
manL will l o  hnndlcd by nn administ.rat-ive board of nine incmbers, including thc 
Govr.mor rind two Vire-t:overrwm. There will also he an c~iiditing committee of 
nix tncmhcr~. 

According to a rcccnt nnnol~ncemc~it from thc Tl~rnno, the Il'tiorlctl Bank 
of Hgypt i n  to  bc ntr t io~~nli~ed i11 order to mfcgunrd acollomic indcpendtmco and 
for t.hc congolidntion of the currency. A similnr nnnounceu~erlt in tho middle of 
Jannary, 1948 proclaimeci &he ~~ntionnlisntion of the Ultrlk of Norway. Tho 
mtioni~liwnt.ion of tilo I3arlk of Bolgium i~ also ur~dcr conwidoratio~l according to 
an oflicial stubenieut. 

Aptrrt fro111 rmlionaliaat~ion, hrgi~htion in Inally of tho coilntrictt indice1.e.r 
a gtawing closirc on tho part of the Stnto to strongthcn  it.^ control over thc Ccntral 
Rank nlid rnonct,nry policy. Thun, the Law of 28th D(:oemher, 1'346, nnt3ionalia- 
iug the National Uarlk of Iloumai~in stipulntc~ that  thc Uank will " assure the 
direction rtud cont.1-01 of credit according to  the di~r~ctivee given by the r'iuyrt-nic 
Econoruic Council " while, undcr the Czechoalovakiau Sataiot~nlir;atio~~ Bill, the 
r@ta concernilig thc royulntion of currency uro vcsfcd in tlre ISt:hte tv bc cxc-r- 
c~svd through thc Czcohoalovak Kativ~ltL1 Bank. Thc Central Unlilz of Yrrgoslnvir~ 
has similarly hcc~l sitbordinateci to  the Slnlo andcr the nat.iorlali~cllion sahemo. 

Tho Rnnlr of Spain, though riot yet nationnliscd, wuh: relieved with cifect 
from 1st January, 1947 of Iruwg of its Ccnt,ml Ranking functions, suclr as the fix- 
ing of the discount rate, conduc!ting o p n  market operations, directing credit, 
policy, oh., which mere to he perfomled by Ihc lTinist,cr of Piuuaca with the 
R~ITIIY'V~LI of t,11~ Connoil of Minintcr~. 

In t h r  T,nw~ es t ab l i~h i~q  btc: Bank8 of l'nrng~ny Guatemala, provinion 
has bccn iilnde for the creation of Mo~letnry Hoards for co-ordinatiny and i11tc.- 
gratiug the policics of tho SLatc and thc Ccntsral Uank relating to money, orrtlil, 
horrowir~g, exchange rate, exchungc co~ltml, ntc. k'ul.l.Iler, in Guntcmala tjhc Board 
in '' t o  cxercise it*s functions with absvlute indepondcncr! and under its 
exclufiive responsibility. " 

6. COMMERCIAL BANKING 

Ax in the previu~t~ year, t,J~u dcposito: of cornmsrcisl I)a~lks co~~tinuod I.0 

irlcroatie in mosL of the countries, though tlic increase has boo11 lcss rapid during 
1947. This cmtinuod inomaac i~ probably due t o  the rising inoomes and the 
porsiuthg ~hort.ngos of conul~rncr and capital goods on tho market, although tho 
HUCCCEA of' the ao~~vemion of induntry to a peacotimc bnais and the &ivo towards 
t,hc rc~t~oration of the pro-wnr channale of ex1mrt.s rcsl~lted UL e lllarkcd incmane 
in the percentage of bnr~lc advances Co deposit.8. Table 4 compares thcsc! amotulle 
as at. t,he end of 1946 and 1047. 



TABLE I .  DLPOSlT8 AND LOANS OF COMMERCIAL BANKS. 

(In millions) 

End of 1948 Rnd d 1947 
7 

A s 7--- 

Lwns u d  Locure wd 
I )cpomta Advanus Percentage Uepusita  idv van cow P m - e  

and Rill8 to and Bills to 
I)iscountnrt I )qosi& l)iaaormtod D e p i w  

Gnitud Kingdon1 E . . 5,689 ?,OE(b) . 35.6 
Cunuda SC: . . . . 7.220 1,897 26.3 
Autltrnlia Mt . . .. 636.0 261.1 41.1 
Union of SouLh 

.Itkica LSA . . .. 511.7 90.9 2C.G 
New Zdnnd i N %  . . I tn. 9 66.2  41.7 
United Stetm S* . . 1 1 , 4 0 1  30,733 20.6 
India HR** . . . .  10,011.2 4,061.8 43.8 

(a) Eud of Juno, I M7. 
(6)  Inclutltm mnnny at m11 DIICI s811orL notice, I~ i lLs  

and other mvountu. 
dircro~~ntml end rulvnnm to 

iill Insunxl Cmmmercid Bank. 
** Fibpws of kl~eciulerl Hnnke ~n on l ~ n t  Friday. 

United *States.-Tho following Tablo givce thc position of the lnsured 
Columeroiirl Banlts in thc tTtut.cd Stnt<ea na at the end of June and December, 
1946 and June, 1'347. 

TABLE &-.-ALL INSURED COMMERCIAL BANK8 IN THE UWITED (TATIS. 
(TII rnillioll~ of dollars) 

End of Junn End of End of Juutl 
1946 l~wrinlher 1947 

1046 - -  - 
L ) f ~ i w r r l  L)epoaits : 

U.B. Couelul~~o~it  . . 12.941 -2,030 1,247 
Otllere . . . . . . 05,448 100,467 98,006 

'rime Deumitn . . . . 32.323 33.503 34,407 
Rewrve Buluuivs . . . . 15,BnO 113;013 16,039 
I.outls . . . . . . 26,701 30,733 38.250 
U.P. Ooven~tuouL Obligutiorin. 82,077 73,554 dO,l3d 

It in ohnervecl that  ~ I R  n rasi~lt of the Oovernment's polioy of repayment of the 
public debt, enyec:ially that held by commernisl hsrlks, wiCh a viaw tn curbing 
inflat-ion, the bnt~kn' irivc!si.n~e~~tw in Coverrlmellt ~eouritiea declincd to $69,136 
million a t  tJtc c.nd of Julie, 1947 tw uonlparud with $82,977 million s year ago. 
Con~cqucnt.ly, Govcr~~ment depoeits with banks dccrcnscd filrther during the 
year nncl utood i ~ t  only $1,247 million at tho cnd of June, 1957 c o m p m d  with 
$12,941 nlillion a t  tho ond of Junc, 1946 and $2,930 million at the end of December, 
1946. Lotmns have gono up by ovcr $2,500 million hctween I)ece~~lber, 1946 and 
Junn, 1947. 

Vnikd Kity&na.-The foUowi~y: Table nhows the ps i t ion  of the London 
clearing bank8 ae at tho ond of 1946 end 1947. 

(Ln millions of poundn) 
End of 1946 Fsd of 1947 

1)elm~ita . . , . . . . . 5.685 5.034 
Cash . . . . . . . . . . 400 508 
Cull Nocloy . . . . . . . .  432 480 
B& . . . , . . .. ,. 610 703 . . . .  Tmnaury Dopoait h i p h  1,660 1,288 
Invcatments . . . . . . . .  1,427 1.483 
Advance8 . . . . . . . . 980 1,206 



Tho riee in dcpositw by f230 million, tbough R ~ I R U  Coluysred to  lost ycar, is, 
however, significant as i t  indicates an inc~wwinp: tmnd, in epite of the revernal 
almost from the beginning of the year of the former(:hanccllor'a aggrewive drive 
for cheap money and the largo runrur~g deficit on the overseas balance of payments. 
The r i ~ e  occ~~rred mainly during the last quarter, and in  probably tho result of 
the heavy " bclow the line oxpnditum by the Trcasurj~, not~hly  for wnr damsgc." 
The h a v y  demand of tmdc and indutrtry for mcnnvomion h a n c e  ond normal 
mquirementn wn6 roflccted in o sharp expaunion by L23U million in advanm~. AR 
R result of the Trcasury'w policy of fiwit,chi~q itn floating debt y~mgmesively from 
Trcasnry delmit receipts to Treasury bills, Z~ank inveatmnnt.r in Tmanury depotlit 
 receipt^ dcclirred by £272 million. Thi8 partJy accounta for the sharp oxpan~ion 
in the banks' morley market, aeeots-bills and cnll money-to £1,273 million 
compamd to £1,042 million (L year bofom. 

Control oj  Co~nmercid I?~nki?y/.--~4 utrictcr regulation of commercinl banking 
and in some cases oven it.8 o~~trigllt nationnliw~tion were considered neceemry in 
some countries eithcr for checking the inflatio~~trry cmntion of credit hy commcroisl 
benks or for directing its flow dong dcsircd chum el^. Thc Chairman of the Board 
of Co\-ernom of the FcQral ltoservc Syatonl reoommendod, inter alia, thu intro- 
duction of a eystom of ncc.ondtbry refiervcs npplicnblo to commcrcinl la& ; and 
t.hc Brazilian Government (in thu Bndc Reform Bill h~tmduced. in tho Parli~ment) 
proposed tllc flotatiorl of sctni-public bankv with half of their capital uub~mibcd 
by the (hvernniont. 

Cnder n Rill paesod it1 Novcml)or, 1947 by t h e  Hungarian Parliament, Hun- 
p r y  natiomlimd hcr big h u h ,  the  sham^ held iu them by the Hungarien mtionaIs 
hiug trtmtrferred to the Stete against suitable compcmation. NationaL'sa- 
tion was uol likely to affect adversely forcign capitul an adarluatc compeus~tion 
was prolnieed to it. Thc banks 80 ~lationali~cd are to be itdrninistercd horcafter 
by cornmiasionem appointed by the State. Rulgaria went one etcp further 
and proposed to nationnliso her entire banking system. All priv~to banke 
in Rulgnrin arc to be wound up, coupennation bcing paid to their proprietors. 
Thero will he only three hanks in Rudgarie : e National &nk, an Investment Bank 
and a group of <:o-operJive SavingA Ranks. Under the Australian Government,'s 
Bill recently approvod by the legislature, the Government intendu oithor to acquire 
tho businees of eU private banks operating in Altstralie or dm to soquire their 
Rheres nt fair price. I n  eithcr CRSO, it iu intended fhnt control over private bmka 
ahould va.st in the Clom~nonwcelt~h Bank. 

1:ndor a Decree ienuod hy tho Argentina Govc?rmcnt, n new bauking inatitu- 
tioil w-itl~ a capital of 100 miilion pesos wan entablished to oxercise regulatory 
fu~lctionti over tho socurity mwket. This institution is expected to minimiw the 
fluctuations in thn market! tluuugh its opcrntiom and fi~cilitate the investment of 
capital in activitiofi, the promotion and dcvclopment of which is given priority in 
tho Qovernment's plnn. Foreign bltnks are not entitled to  eubucribe to the capital. 

R e p o h  fmm Roumenia indicate that radical change8 in the banking ~yntcm 
arc contemplated. IJnder tho new system, many banks will have to apply for 
licenccs snd applicationn will bc cxamined by the National Bank and by a Supreme 
Bank Court. who may authorim thc applicrtute eit,her to continue on an independent 
btuis, or order nrnalgamalior~ with onc or more bar& or even close down. Thirty- 
three bsnks, partly owned by the Stat3c and entilled to accept fiavingfl deposits 
under the guarantco of the State have, howcver, been exempted. 

The New Guatemalan Bank Law signed by the Preuident on 5th December, 
1946 recogniaeu only t.hree types of brinks : (1) commercial banks, (2) mortgago 



banks m d  (3) c ~ l ~ i t ~ & u ~ i o ~ i  benke. Yclr mch of thest: thwee type ,  u clefillitc co- I 

ordination iR cst~blishcd bctwmli tho matllritmy p ~ t ~ t c i n  of t-ho obljgntiom which I 

they may accept and that of tho crcdit instruments in which they may invest. I 
The fuuctioun of commemilzl banking and mortgage banking, however, can bc 
undertaken simulhneoudy by one imtitution only if the operationn arc conducted 
through soparate departme~lte having their own capital aud llleir own accounting. 
Cnrrcnt dcposits can bc ncccptcd oiily by t41ic commercial bank8 whilc only thu 
mortgage banks nrc nuthorixcd to ncccpt snving~ dcpovita or to isslic ban&, i w  
i t  is they who are supposcd to pmvidc t h ~  bulk of tha  nlcdium and long-term 
oredit. In order to ensure the ntsbility of the bonking ~ p t e ~ ~ ,  i t  is pm,rriJed that . - 
tho paid-up capital and mwrvee of every hank must bo a t  least 5 per vent of its 
invcstmentcr in Government sccuritiecr, 10 per cent of it8 investments in other 
eecurities and loona and 50 per cent of its invcstmcnte in furnishings, real oetete 
and other fixed sseets. The Monetary h a r d  established under the Law ie gircn 
power bo ir~creuee ally of thew pmontcrgee, if i t  t h i r h  it advisable, for checking 
unhealthy creation of credit by any bauk. It is also empovr*ercd t.o eljtablish both 
abaolutc portfolio ceiling8 and maximum ratee of increaee, in the portfolios iiicluding 
any group or ~n1.group of loans or i~~vost~ucnts of tho banks. 

It is reported that tho Honk Col~t~rol Co~nnlinsion in Prnncc has, a t  the sugges- 
tion of the Bank of E'mnce, fixed from 37th E'ebniary, 1968 the minimum propor- 
tion of liquid waets to be heldby h a n h  a t  60 per cent. Ju Greece, e Bill ie reportocl 
to be under consideration empowering bke Mouetery Cornmiasion to detenninc the 
percentago of cash rcsorlrccs which thc crcdit in~t~it~utions must kccp in mlatio11 
to their immediate commitments. 

7. GILT-EWED AND INDUSTRIAL SHARE MARKETS 

In contmgt to the buoyant conditior~a prevailing duriug the greater part, 
of 1946, gilt-edged marlruta ruled colrrysratively quiet and ever1 somewhat dchk 
in most of the leading uountriea in 1947. These appeared to be a gencml de~ire  
on the part of the authorities in most coualries t~ stabiliso tho Iovols of interest 
rate6 rathcr then lower thorn furtlwr, and in rr fow countrio~ ovcn o reversal, 
conwioue or otherwi~c, of thc  choap moncy policy was in cvidcl~ce, mainly perhaps 
au an anti-inflationmy meas1m. (lon~eqnently, officitll support to  the mnrkctl 
scemcd Go have bee11 of R ~ l e c t ~ i v e  arid h i f e d  ch~racter. The setback to the cheap 
money policy wnu cspwinlly i~oticoablo in tho Unitcd Kingdoin, whcrc tho long- 
dated yield b a ~ i ~  utedily m c  fro111 nboilt 2+ pcr cent to upward8 of 3 per cent 
with appropriate upward adju~tmentn in the yieldn of loann of shorter maturitlg. 
Tllo principal maeoxw reported for the retreat of t.he market in thnt country wrrc 
thc f~iol crisis, tho rather low level of B H V ~ ~ R ,  foreign selling prior to thc ninpn- 
 ion of convcrt.ibility and the dmlamtion by the Chancellor of thc Exchequer 
of hie desiro to consolidate tho chcap moncy rnthcr than push i t  further, this 
helping to tekc away thc bullish fcrvoi~r of thc mnrkct. Con~eqnestly, for tho 
bt timu since their cheap nloncy drivc wna initiated in October, 1945, the British 
Government iesued iri Jenuxry, 1048 a 3 per ccr~t stock ut par, numely, thc Tranx- 
port Stmk 1978-88, as oompe~~v~Liu~l to  thu t~t~ocli holdcr~ in thc nationalixed 
transport undertakings ee ngeinst en iasuc of tho 23 pcr cont Treasury Stock 
1075 or Later at par in Octobcr, 1046. %'JIG 24 por cfint Contiol~, which during the 
greater part of 1940 quoted near ,about par, declined to a low of $763 in Bfarch, 
1048, with s yield of 3 -27 per cent. 

In the Uruted States, tho gilt-edged ~uarket displrryed remarkable fitability 
during tho h t  Chree quarters of 1947, hut in the L8t q u a r k  and cspiady in 
Decembor the ;vield& fimad up. I t  11lay be recalled t h t  the Fcdcral Keserve 
sutborit.ics have from cnrly 1946 been anxio~ls to prcvcnt a risc in gilt-edged 



prices aa o rosult of tho monetisation of public dabt, chtst is, co~nmercial bank 
pnrchases of long-term bonds from thc mnrket and solos to the Pedcral Reserve 
authoritie~ of ~hort-dated bonds whom intcrcsL rates were pegged low. This action 
of the oomluorcial bankn had an inflationary cffcct i~laernnch 88 they could extend 
credit ~ i x  times the rcserves they acquired from the ltenerve Ranks. In  order to 
check thia, the qr~estion of unpegging the short-tctm raten and nllowiry them to 
risc while kaeyhig thc long-term yiold stablo so thnt the gap bctwcxn them and 
thc! long-term yiulde mny b mrrowcd, wan for long under conqidcmtion end 
finally iu Jaly, 1947 the Fcderal Henervo aulhoritie~ unfreexed tho fixcd rate of 
8 pcr cent on 3 month' 'lhlumry billti, thin rate gradually going up nearly to 1 
p r  cent by the end of the year. As a comeqnencc, Lhe rate of $ pur oexit on Onc- 
Ycar Certificates was dso gradually allowed to risc to 1& per ccnt. Tbe above 
measlllav had a tightening effcct on the monoy market, tho short-term rntcs going 
up by to f per wnt. The i m p ~ c t  of the abovo on tho ffivcrnmont bond mnrket 
wee felt in the hst qnnrter of tho yoar, when pricos started declining, tlie dcclinc 
being acccntuntod, on the one hnnd, by tho sharp rine in tho volume of new 
corporate financing wliich was more nthrsotive to invostorx and, on Lhe other, hy 
thc comiderablo amount of uucertninty regarding tho support policies of the 
Federal Resewc Banks. On 24th December, 1947, the ~ilpport prices on Goverurnent 
bood~ too were lornored with the m d t  thnt the yieldu movod up over the entire 
rarge of Governnlont uecuriticv and this i~pwerd trend of yields affeoted the 
nlunicipnl bond markct also, the 9clct.l rinkg by nonrly 4 per ccnt. 

In Canada and Anstrah, thc gilt-edged market remained gonerally trteady 
thmughout tho year, hut in the formcr country in Janual-y, 1948 thore wan a 
sharp rise ill yields lollowing the lowering of support pricos by LLe Bank of Canada 
which was reported to be dne to the desire of the autlioritics to fight infintion, 
t30 corlform l o  the t,ronds in the United Stntaofi ar~d the UnitedKin~dom and 
finally to thc statutory limits regarding tile Bank of Cnnada'~ holdings of Govern- 
mont ac?cnritjcs. Tho gilt-cclged markets in most othcr countries gcncrally lumained 
stendy. 

The hchnviour of tho ulduntrial share markots ildioated divsrgence fmnl 
country to country varying with the tmnd of the iaflotionery  itn nation and the 
nature of meatlmn adopted by Governments to combat i t .  The trend of  here 
 price^ in thc various countries is indic~ted by tho Table on page I8  s h o ~ x  
the index n~~mbers  of market value of industrial shams compiled by the Statistical 
Offico of tho Unitod Nationn. In Rwitzcrlnnd, Ceni~da, the Unitcd States, New 
Zedand, Denmark and Swodcn, the trend of the market8 was gonerally stpcady, 
except for (I sharp break h the last rl~med countxy during the I~st q ~ ~ a r t c r  of 
the yeer. In Australia, there was R marked upward trond duo to such firctoru as 
tho rernoval of the ceilings on sharo price8 in January, 1047, tho abundance of 
invc~tiMe funds, the abolition of thc wertirne company tax and tho bvourahle 
profitu position of mmt oompnies. Tn Belgium and Mexico, thert! wns a sharp 
and almost oontinnoue declinc, probably duo to the deflationary polioie~ initiated 
by the Goverunreids. In Vrancc, due to thc intenbification of the inflationary 
situation, sham prices mmained at higher loveh than in 1940. In ILaly again, due 
to tho prevalence of ts nerious inflation, share  price^ tihot up in the cnrlior p r t  of 
the ycar, but the adopLioll of a serien of anti-idatiomry meseure~ led to a sharp 
deolint! from ahont tho middle of the year. 

In the (Jnitad Kingdom, olt,ernate phneee of upward and downwmd t.rende 
wem noticed. At the beginning of the ycnr the market waa buoyant, but eased 
in February and March on account of the fuel cri~ie ; thoreafter e recovcry eet 
in wbioh was awiated by the budget for 1'347.48 in which the profits tax was 
not  to henry as aypmhcnded x ~ l d  mllicll continrlcd lill June, nfter which a ulightly 
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easy trend riot h. I n  August, however, the nterling convei.tibility cr ia i~  once again 
led to a ahsrp doche in prices, somc recovery boing witne~fiod from November 
onwards, due partly to the minvestmcnt of Iu~tds obtained from the mle of home 
rail titocks. The recovery provcd tmeniporury, wt!ctkness aotting in during E'ebruary, 
1048 dtic to the brcnk in prices in the commodity and stock markets in the United 
State8 and the fears rcgarciir~g limitatio~i of dividends, ~tccper taxation of profibs 
and even thc imposition of a capital levy iu thc next year's budbwt. 

But for a dight dccline in April-May, thc Gnited Statcs stock market mmained 
steady in 1947, trading being of n very cantious natum, under tho influence of 
tlie f c n l ~  of a comiug alump, althongh the c m n t  econonlic situation regarding 
employment, profits and dividend8 m a  extremely favourable, with the m ~ u l t  
that good equities gave tl currcnt tax-free yield of 5 to 6 per cent. The ateadinetlti 
gsvo way to an easy tmnd early in 1948 on fcew regarding President-ia1 action to 
combat the inflationary ~ituation nnd the possibilities of f11rtht.r wago increasca, 
and in Februs~.y the ntock markct witnessed a ~lrarp fall followillg thc break in 
commodity priccs, the devcrlnntion of thc h u c  along with the adoption of multiple 
currency practice accentuating the downwnrd trend. A slight impmvemont wae 
soon during March d t~c  to thc plnspects of s botter internntior~tll oi~tlook following 
thc signing of thc Wcster~r I!nion Pact na well elr tho likelihood of sizable 
(:ovorruleirt apcriding for renrmamcnt,. 

The iwue rrlarkot for new corporate securities wse active in the United 
Kingdorr~ and the Uniterl Statcs during 1947. The agbmgata cayitd i~aues in the 
Unit.cd Kingdom kept higher at S295.8 million during 1947 as cornpared with 
C271.2 nlilliori during 1946. In the Unitod States, on the other band, a slight 
decrease wns noticed in the new corprtltc socurity issues from $6,900 million 
in 1946 t.o $8,221 xnillion in 1947. Ono of the main featurn8 of the cnpital insuee 
lnorkot in the United Sttatoa during the yctlr was the incrcnae in bond financing 
in pmference to equity financing, tho proportion of the  former rising from 48 
per ce11t in 1945 to 5H per ccnQ in 1940 nncl 73 per cont in 1W7. 

8. BULLION 

Prodadiotr ana! ~Ytoeks o j  Cold.---The following T ~ b l e  give8 the figurns of eati- 
matod production of gold in the major producing countries dming each of the 
yearn 1939 to 1947. 

TABLE 7.--WORLD BOLD PRODUCTIOMm 
(In Lhonmmd8 d ane ourma) 

4Ezr  

I. Rritlrh lbmyirr . . P2,47l 
((I) 1:1bion of QOutl8 

Afrlca . . . . 19.822 

It will bo ancm that thc recovery in production noticed after the war in 1946 
continr~cxl, the total world oulput for 1947 being placed highor at 23.65 nliUion 
ouncces rctproacnting an incrcnro over 1946 of a little ovor half 8 por cent. Csnado, 



TJnit.ed S t J e s  and Australin showed inorea~c~ of 0.22 million onnces, 0.35 million 
ounce8 and 0.05 nlillion ounces reepectivcly. As against this, the main decrease 
ocoumed in South Africa whose output fcll by 0.73 million ounces, owing mainly 
to the labour strike early in the year and higher operating oats.  The eame faotors 
minly ncoounted for a uontinucd fall in tho British Empire's shnre of world 
production from 17.19 million ounces in 1046 to 16.83 million ounwe in 1947, 
A decline of 2.1 per cent. During 1947, eomc co~~ntries, e.g., Cmnnda and Anstmlie, 
adopted mwures intendod to help stepping np production. In  Camda, tho scheme 
of subsidies announced in November, 1@7 for the paymcnt of a aub~idy of 87 
per h e  ounoe on domestic output in exces8 of tho quantity produccd hy a mine 
during the year ended June, 1947, wals wviscd later following the issue by the 
Intcrnetional Monetary Fund OF a strttcme~lt on gold yolicics in rnlotio~l to  eubidieu 
( w i d e  para. 14). Under tho revised wohemc, rr subsidy, equal to half the amount by 
which the cost of production in aaoh mine exceed8 $18 pcr tine ounoe, waR payable 
on such amount of output at, wee in cxcess of two- third^ of that for the year ended 
Ju~le,  1847. The a~si~ta~lc t l  was to be given for n term of three ycara and \ ~ ( I . R  to 
apply to production after 1st Tlcccmher, 1047. Tn AutraLicr, tho Prime hhistec and 
T r c ~ u r e r  announced, in thr: courw of  hi^ brldget speech for 1947-48, Govern- 
n~ont's duchion to suslmnd, with effect from 20th September, 1947, thc opertrtioii 
of the gold tax. 

The Tablc on p g a  21 ~ h o m  the changetl in the monetary etock~ of gold 
with the Central Banks and the Covcrnments of uert-sin cni~ntriee. Thc rising trend 
in the United Statca gold etocks noticed after tlie war in 1946 following four 
years of successive decline, gathered furthor momerrtum during 1947, reflecting 
the co~~ntry'e continued frtvournble biblance of payments position. A sharp incwaso 
of $2,225 million w a ~  witnesaed, the atocka momling up from $20,629 million 
a t  the end of 1946 to $22,754 lnillion by the end of 1947 xrld touching a new 
rccord levcl of 8r3,000 million by tho and of Febnmry, 1948, against the previous 
peak of $22,800 million rcnched on 29th October, 1911. 

Accordiug to a report ilisi~cd hy the U.S. B'ederal Rcscrve Board on 21hh 
Apiil, 1948, Ruaaio i~ rtbr~bd nli tho  world'^ second largo~t gold-holding country, 
tho first being the United Sta ta~.  13ussia'~ &took of gold nt the beginning of 1048 ie 
cstimaled to be of thc value of $2,575 million, of which $176 million worth of 
gold rcprellerlted thc increase during 1947. 

As a eoqllel to the fmsing of thc bnltl~me of $400 million left out of tho loan 
of $4.4* billion grantcd by the Vnitcd States to thc TJited Kingdom undcr the 
Ar~lo-A~ncrican Pinnncrial Ageeluent dated 1~5th July, 1%6, followirlg the sus- 
peaeion of cvx~vertibility of sterling from 2 1 ~ t  August, 1047, the British Treasury 
started   el ling gold fiom ite gold reeerves with effect from 15th :%ptenihr with a 
view to meeting R part of thc con~itry's growing dollar nceda. The total of such 
ealcm amounted nt the end of March, 1948 to £187.5 million. On 9th October, 1947 
the United Kingdom took from South Afrioa a thrcc-year gold loan of Ike value 
of f80 million, bearing interest a t  half a per mnt, the agreomont replacing the 
goldsale oontmct between tho two oou~itries whiuh terminated a t  the end 
of 1047. 

With a view to preventing the depletion of her gold reserves, tlio South 
African Trea~ury idsued a regulntio11 on 23rd January, 1948 intended to check 
re-export, againet sterling payment, of good8 which South Africa had paid for in 
gold. 
--- -- - .---. - --- -- -- 

* Includi~~g gik) millioa for thn ~ir~~lidntion of land-leaso. 
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Prd,tlciion n t d  ~ C t o c k ~  of Si1ctr.- The following Table givut, the figure& of 
estimated pmduction of ~ i lver  in the majvr prodncing countries during rnrh of 
the yezrm 1BJB to 1947. 

TABLE Dm-WORLD SILVER PRODUCTION. 
(In mllllonr of fine onltce8) 

9 z x z  
Cl~lr~~trIt% 1019 IflUl 1941 1042 1VI:i 1944 0 IU46 1045 

(-1 oar 
' 1916 

U s l k d  States ol 
Amcrlca . . . . 5 i . d  fl7.n I .  1 54.5 I I I .  2R.2 21.7 W . 5  +54.4 

Mcxlw.. .. .. H l . 5  R0.Y 7 .  U0.7 7 03.v 01.1 4d.l U.0  - 0 . 6  
( h n n ~ l a  . . 24.2  2h.4 2'2.0 I lS.2 14.1 3 .  13.7 12.7 - 7.3 
Othrr ~ c n t d  ad i  

Sooth Arnerlrsll 
ConnMm .. .. 30.0 84.5 82.4 l U . 0 .  15.1. 25.6: 80.5 27.1 26.0 - - I . {  

T I  .. .. . 2 213.2 201.8 1 1 . 0  131.4 133.7 110.8 120.1 + 1.1 
ladht.. .. . . O . o Z B  0.023 0.023 0.020 (1.010 0.014 0.014 0.010 0.015t t S 0 . O  

Ylpunlc lor Iac!ru only. 1 1Swdunlve of llutnm I \pmn.  t PmvWonnl. 

The clownward trend in world silver production noticed since 1940 was ro- 
versed dl~ring 1947, tho en8init~t.cd output of the Wenturn Hemisphere rining to 
120.2 million ounces, an i~lortttwe of 8.6 Imr cenL over 1946. Tho incroesr! was 
accounted for entirely by the United Slattls whose out,put m ~ e  from 21 .7 mil l io~l  
ounces to 33.5 million ounccs ; tho olitput for tho rcst of thc Hemisphere showed 
alight dnclince. 

Tlie TJnited Stntm (iovcmmnnt's holrlingu of ~i lvcr ,  whioh in 1M0 tended to 
rieo after t h e  yearn of successive decline, ro8e phenomenally in 1947, the Treasury 
stocks including coins in circuhtion noctrir~g by 30 million ouncoe from 2.718 
million ouncorr to 2,748 million ounces. Tho largc increnso i~ duc prineipdy to 
pumha..cs of domcstin ncwly rnincd uilvc~ a t  WW)f csntrc under the Act of July, 
1946, rrttbrrc:d t.o in t.hc Inst Rcport,. 

As rogardfi lcncl-lcasc silver accounts, in tho sbsenco of'an n~lllounoement hy 
the Unitnd Stotoa h s i d a n t  regarding tho official tcrnlinntion of thc war, no date 
hat, bee11 fixed for the final ~ettlement of thosc  account^. The total outstanding 
of lend-luwe eilver us on 318t December, 1947 stood at 410.5 million ounce8 as 
againfit 410.8 million ounce8 at tho end of Deco~~lher, 1946, the rr~nall dccline 
k i n g  nnCoi~ntcd for by tho ropnyrtierlt by Relgi~r~n of tho amoilnt of about 
0.3 milliorl ouncerj. 

Indtlelrial and Mmcla. y Demund: Uulrl.-The following Tabb gives tho figuma 
from 1940 onwards of tho estimated not conrrumption of gold in industrial arts, 
thc net privnte ab~orption of gold by India and othor Middle and Far Eastern 
countries and the quantity ovailnblc for monotsv nsc. 

TABLE 10.. 

1040 
hhtlrnatnt net COMUmp- 

tLm in In1lU8kiul A d  . 1 . 0  
Net private absorption by 

lndh China. Hw 
~ n r ~ i  unrl tile Ml~ldlr  
Emt .. .. .. -2.3 

Llcnultlng non-monetary 
nbarption . . . . 1.2  

(told productJon . . . . 4O. i - 
BPknca avallaMc fur 

mmellrVusc. .  .. 41.0 

GOLD CONSUMPTION AND DISTRIBUTION. 
(Tn IILIII~IIIIR 111 fll~e 

1944 1045 1948 

Rault.lng world n h k  of 
mowtary #old at end of 
war . . . . . . 938.7 !VS.d 1.004.0 1,025.1 1 1,055.6 I .  1,ORS.O 

Suurm : 1111lo11 (.11rp1mti011 LIutItcd, Annu l  n e w  for IU47. 



Indwlrid and M d a r y  Demand : ~3iZver.-The following Table gives the 
quantity of silver coneumed in arts end irldustry iu some principal countries h m  
1944 to 1947. 

(In mlllioua of ounces) 

P~rcuntage 
itwm (+) 
or decremc(-) 

1'944 1 W5 1946 1947 mvr 1946 

In 1957. thcrc was a filrthcr docline in world industrial consumption of silver 
to 121.3 million onnces from 132.3 inillion ouncca in 1946. The 'C'nitcd States' 
connumption in arts and indulitry wafi placed lower a t  100 million ounocs nR against 
105 million ourmeR in 1946. Blexican comumption fell 'try 4 million o~~nces  from 5 
to 1 million ounces. Cunadian uomumption dso went down by about 3 milliorl 
ouncas from 6 . 5  to 3.8 million ounces. The United Kingdom wae the only excep- 
tion, its con~umption for aathoriscd us08 showing a small increase of over half 
s million onllccrr from 1 Fi. 8 million to 16.5 million ouncc8. 

Thcm was a largo increaac in tlic monetary demand for silver in Mexico in 
pursuance of the coiuege pprogmmme undertaken by that country during 1947. 
Gnder the coinage law paswd by the Merioan legislature on 9th September, 1947, 
the Government wafi aut.horirred to ieaue five-peso, one-peso and fifty-cenlavo 
coim, tho pum silver contcnt of each of these being respectively 27 grams, 7 grnms 
nnd 34 pame. 14.7 million ollnces* wcm conaumcd by coina put into circrlhtion 
during 1947, ns ngninst the total cstimatcd conaumption of 26 million ounces for 
the entiro nuthorised lixuit~ of new i~filic~ anloilnting to 120 milliotl p s o ~ .  I t  waR 
reported that., for coinnge purpome, 'L'nrkey had negotiated for the purchase of a 
large amount of silver in the Lolidon market and that 14 u a u n  oullcee had 
alrcady k c n  uhippcd during Dcccmbcr, 1947. According to tho Dominion R ~ ~ m a u  
of Statistics, Canada aho purchltaed for coinage purpoeea rr lit.tle ~lnder 1 million 
ounces duriug the h t  eleven monthe of 1947. 

During 1947, the demonebistttion programme w w  carried a ntep further. Tke 
Australian Government reduced the silver content of their coins from 92) per cent 
to 50 per cent, while New Zealand eliminated silver entirely, replacing silver 
C O ~ I ~ R  by cupro-nickol  coin^. 'rhcso  tops are twported to have been taken with 
n viow to rcdncing tho cwt of coini-~go and building up ruscrvm for tbc rcpnymcnt 
of Icnd-lcnvc: r;ilvc~u tn t he  IJnited St.nbs. Tnclin o l ~ o  adopted lcgi~lntion on 
10th Aplil, 1947 empowering the Government to issue rupee coins in any nletal 
in purnuance of the demonetization progralnrne under which in 1946 khalf rupee 
and quarter rupee piews wore replacod by nickel coine. This meaeurt, complotod 
tho arrangen~ont~ for the ~ubstitution of plnn nickcl for ailver in t ho  Tnrlian 
Coinage. 

Jn thc United Kingdom, i t  is reported that tho propmmc announced in 
September, 1946 for the w i t h d m d  of silver coim and the ~ubstitution of cupru- 
nickel c o d  has not made much progrees, due to  a growing demand for hoardirs 
uilver coins. 
- - - . - - - . - - - - - - . -  - 

Thie dom not include 3.6 million ounce8 ueed for eoino minted by $let Decen~hr, 1947 
but not hd. 



Prs'cc Trends.--The Uluted Stntea Treasury prim of gold mmeined unohang- 
ed a t  835 per fino ouuw. It was reported that in the New York h e  market, foreign 
gold wee quoted in Novnmbcr at about $44 per h e  ounae. The London Treasury 
price of gold continued unohenged a t  dS-I%.-3d. par h e  ounce. The official 
nchemo of export of proce~ned and fully m a n h t u r e d  gold introduced at the 
end of 1945 was continued during thc year. Jn Bugwit, as a r e d t  of the oonver- 
tibility crisie, export Licences were considerably curtailed and tho 60 per cent 
bonus iu gold, uaable if desired for the home trade, which had hitherto acwm- 
panied replaccmentn of all exports under the echeme, wee withdrawn. 

In the world freo gold markets, e diequieting feature wan the prsctiw, indulged 
in by certain Cvntrnl lh~lking authoritice who made handsorno profits through 
siee of gold at premium prico~ beyond the gold point margin permitted under 
the Articles of Apement  of the International Monetary Fund. With a view to 
checking this d e a l t h y  practice, which, if dowed, would have undermined the 
exchange etcrbility of currencies, the Internstionel Monetary Fund iseued on 18th 
Junc, 1947 E directive to member countries t o  8betain from affording any fmilities 
for fii~ch operations (vide pars. 14). Thc ro~ponee was encouraging ; Mexico soon 
armounced her docieion to euspond such snlee. In August, the Ifindon authorities 
ruled that gold comiug into tbo United Kingdom for refining on behalf of non- 
retiideuts or held in the United Kingdom by non-m~idente could only be returned to 
its coilntry of origin, or in the awe of depositti could only be sent to  the ponnantmt 
waidcnce of the depositor. As a meult, activo buaineee whioh had been carried on 
between the Far East and tho Middle Eaat on one side and South Amerion on the 
other, wa8 d i v e h d  to other Contiuentd cent-, whom o5oial policy WBB mom 
elmtic. The United States took action by amending the Treasury regulatiom, eo 
that only wmi-procosned gold could be oxportad, while gold other than semi-pro- 
ces~ed could be oxported for the purpoao of mfining or prweasing abroed, pmvided 
i t  was eftarwnrd~ returned Go tho Cnihd States. Exports of refined gold were 
permhsible only if the oountry of destinetion permitted imports of snch gold. 

The closing months of 1947-48 witnessed the re-establishment by some of 
the Continental countria of internal free tmding in gold. Following the dewlas- 
tion of the frs~lc on 26th January, 1M8, the hvernment of f iance announced 
thoir d e c b i o ~ ~  to ycrmit, with effect h m  4th Fabmsry, 1948, free trading in gold 
on E'reniok lorritory. The free market, however, does uot includc import into end 
export from France, although iu some eyecid caws licences might be granted 
after tho cxallliaation of the apylrcation by the Exchange Control Offiw. On the 
fmt  day, namely, 9th Februirry, on whioh free trading ao tudy  startod, the free 
prico per ounce workcd out to Illore than $71. In Italy, the Deorw of 26th April, 
1056 hod already abohhttd the prohibition of free trading in proaioue metals 
with the exception of coins. A ncw Docrce is,sued early in U c h ,  1948, wenta, 
~ t e p  further, mstoring complotoly free trading in both precioucl met& and coins 
within Italy. 

In  the world silver markets, the trond towards pmgmrsivo rebxation of 
reatrictiom which had characterimd 1946-47, was reverwd h m  about the close 
of that p a r ,  following the aation taken by certain countrim like India to bau 
eilver inlports. AII importent factor governing the position of world silver mar- 
kets during 1047 wcur the wutt, shortage of dobra which a number of aountries 
had to face, and the coxlfiequent impoeition by somo of them of stringent controls, 
resulting in a further restriction of the availability of dollare for the purchaee of 
eilver. T h i  led to the salee by some of the Continental and Far Eastern countries 
of large quantities of the white metal in the New York market in spib  of the 
higher price8 prevailing a t  other oentree. Price movements wem siso affected 
by other fectom including the pumuance by some countries of important coinage 



programrnee, for example, Mexico and the adoption by other countries of 
demonetization, for example, New Zeakmd. 

In the market for foreign silver in the United Statee, after the sharp fall 
noticed during Mmh, 1947, a temporary revival was in evidence on renewed 
buping by London baaed on a reshetion that valid Indian import licences for 
eubstantiel amounts were still outettmding. The quotation reaoved from 71 
ceuts on 20th March to 76-76 oenta in April but following the withdrawal of outside 
support, couplcd with a decline in dommtic demand, the price slipped back to ite 
originel low level by the end of Ma , and later, owing to the primwe of uaumulated 
supplies. to the year's l o r  of b9{ mntn by 20th Juno. Htom August onward8 a 
steadier tendency wae in evidenm firstly on buying for coinage purposes by the 
Mexican Government which commend in July and eecondly the re-emorgonce 
of the domeetio demand which developed to a record high peacetime volume 
daring September and Octobar. The price i m p ~ v e d  gradually and despite a tem- 
porary oheck during that period on the appearance of additional auppliea, prin- 
cipally of Chinese and Itwsien origin, the quotation moved up to 749 cents by 
3rd Pu'ovembor at which level i t  continued for the r e ~ t  of the year. 

During the year, the London dver  market continued to fanotion in four 
distinct categories under eeeentially the name reetrictione as in the preceding 
par. Briefly, the four oategories ere (I)  of6cial silver made ev8bble for essential 
industrial purpoacs, (2) freo internal silvor, used by the jewellery trade, the stocks 
arising h m  holdings aoquimd before 1941 and from sale8 of aarap, (3) pound 
exportable eilver, which ia bought from the storling area and is exportable under 
licence a t  or above the offioid price and (4) silver bought in one non-etorling 
country and eold to anothor with a harder uumncy. Fmm let November, 1946, 
the funotion of eoquiring silver for emonti81 purpoeoa was delegated to the London 
bullion brokere. Following the action token by the Bonk of England in decontmlling 
on 3rd February, 1947 the pegged official price, the London brokers beoame h e  
to buy for euthorimd uses ~ilver in the choapctet markot available, namely, New 
York. The published London price, therefom, tended to follow the fluctuatione 
in the New York prico. The euepensiou of etorliq convertibility within a few 
weeke of 16th July-the date from whioh utterling credit8 became convertible 
under the Anglo-American Financid Agreement--moant a further restriction of 
dollar oredits, while the deoision of the outhoritiw not to grant, with effoct from 
I& December, 1947, dollan, for purchase of silver mennt a remmion to the 
prowlure followed prior to 1st November, 1046, under wbich the authoritios 
themelm would make available ailvor for meential purpoees. 

ko aIwady noticed, the offioial price of ~ilvor in London moved more or 
less in sympathy with tho New York prioev over the greater part of the yeor 
under mriew. Thue, when the New York price elumped to 59jt cent8 in June, 
tho London prioe also fell to 37d. on 26th June, 1947-the year'e Ioweet level. 
h m  August, the rate tended to improve following the e W y  advanae in New 
York prioee, the spot prim recovering to 45id. by the beginning of November. 
During the fht quartw of 1948, there wae no vsriation in the rate whioh continued 
at 46d. with the New York price remaining unuhanged at 74i aents. 

8. INTERNATIONAL TRADE 
Cllemral.-The foreign trade of the world attained during 1947 coneiderably 

bigher levela both in terms of value end volume than in the previous year ; but 
i t  was gmrked by an inoreeing bck of belanoe between the Weetern Hemfephare 
oountries, particularly the Umted Stetee and the, coyntriee in Wentorn Europe 
and Asia. The faotor~ which contributed to the large tmde defioita in tho latter 



countries included the uolltinued unnettled conditions in various partm of the world, 
the retarded resumption of trade with Cormany end Eattern Europe and the slow- 
ness in European recovery and financial stabiliaation, accentuated by the eevere 
weather, crop failurce and industrial unmt .  The alrcedy considerable gap in the 
external trade widened etill further, owing to the i m d  demand for food, 
fuel, and capital equipment whioh could not be met h m  local produotion, the 
overvaluation of currencies of oertain European oountriee in relation to the 
U.S. dollar, 8cr judged by the deolared par ~ R ~ I I ~ R ,  end the relatively lsrger riae in 
tho price8 of impo* of raw matcrrials and food than thorn of export8 comprising 
Iergely of nlanufactured article*. Coneequently, in order to minimilre the gap, the 
Governments of these eountrics further tightened the import controb. This wan 
also ncccseitated by a larger drain on the limited foreign exohange reeervar than 
wm warranted by tho total tmde deficitn, as the export eurplueea with eoft oumncy 
countries could not be u t i l i d  to offset the deficita with hard currency arerr. 
With the repid l~tiliaation of credits granted earlier in 1946 and 1946, some of 
the countries were compelled to readjust the cost of their external buying pm- 
grammo to uuch amount8 as would bo mali~ed frum their current exports. In  
sevcral of the countries of Western Europe, apart f'm atrenuow meernram to  
increme the total volume of exports, cfforta were made to direct them to markets 
nupplying upecially needed goods or paying in hard cumnaies, and through resort 
to new bilateral agreements or revi~io11 of old once supplies were #ought from 
sources o~ltnide the Westorn Hemiuphero. In the majority of the countriea in 
South and Central Amorice aleo, tmdc metrictione wen, tightened during the 
year with a view to partly reducing the heavy exccssce of imports over export8 
and partly for fostering local production ; simnltsneoue efforte were aleo made to 
promoto c q o r t  trade through decontrol of prohibited iteme, preferential ex- 
chtmgc mtes, lowering of export duties and in certain cases monopoly of export 
trado by the Government. In the important Far Eastern amas like China, the 
Netherlnndn E a ~ t  Indica, Siem, Burma and M e l ~ y s ,  foreign trade oontinued t o  be 
unbject to restriction.. In the countries of Eastern Rumpe, foreign trade was 
subject t,o a high d e p  of Covornmental control and in some cams to  direct 
buying and solling by the Government. The Eastern European oountries negotiatcd 
during t11c latter half of the year agreemonte designed to bring about a cloaer 
orientation of their tradc relations with the U.S.S.R. and rrho between thomrelves. 
Some of them took uteps to atrengthen their existing commercial rclatioxu with 
the Westerr, Eumpean countries, while others   ought to llegotiate new agreements 
with tho latter for the exchange of dbtinctivc products. 

The yeer, however, was not without some hopeful indicetiom for the expan- 
nion of international trado. The co-ordinated revision of import tariff eyeterm 
complctcd by 13elgium, thc Netherhnb and Luxembourg during the year and the 
initiation of etudieu for n uimilar unification of uuutorns system on a wider ecale 
in Western Europe were notable atcps in the direction of freeing rcgiod tmde 
from the metrictivo influences of bigh tariffe. The provision of financial aid amount- 
ing to about $6.1 billion by the United Statoa under the Foroign Asnietance Aot 
(approved by the Congrew on 2nd April, 1948) repmaentad a landmark in the eco- 
nomic recovery of Wcetern Europe which in the coming months might tend not only 
to relieve the bat3ic pressures causing the spread of restriotive practices in Europe 
but ale0 help countries outside its scope to earn subatantiel dollar balances, 
thereby easing the dollar scsmity to some extent. 

At the final plenary meeting on 22nd August, 1947 at Gene-, the Prepam 
tory Cammittee on Trade and Employment agrood upon a draft World Trade 
Charter, the earlier versions of which had been prepared in London end New York. 
The revised draft charter provided for spocifio exoeptiom mainly in mepect of 



necessary emergenoy action by lncmbcm under the post-war conditions of monstruc- 
tion and monetary etringency. Of greater eignificance than the acceptance of the 
draft charter WBC~ the succeseful termination on 30th October, 1947 of the rrimul- 
taneoue negotiations bctween the mpresentative~ of 23 nations for a multilateral 
reduction of tar&. Ae a first step towamh implementing tho broad principles of 
the Cbarter, the  agreement^ reached among nine countries (Awtralia, Belgium, the 
Netherlands, Luxembourg, Cuba, Canada, Franoe, the United Kingdom and tho 
Unitad Mates) eccount.ing for over half of the world trade were brought into provi- 
nional oporntion from Jmuary, 1948. Tho International Conferenm on Trade and 
Employment commenced its wmion in Havana on 21st November, ID47 and 
conduded &r prolonged doliberatiom on 24th March, 1948, when 54 countries 
(rcpmmnti~lg some 90 per oent of tho world trade) signed tho World Trade 
Charter. Thie Charter embodying the underlying principles in 108 articles, provides, 
inter aliu, for the ectting up of an Internatioml Trnde Organization as a new 
specialised agency of the United Nations whioh will come into force after the 
Charter is ratified by the majority of the aovernment~ w h w  mposontatives signed 
the Final Act. In the event of thc majority not approving it within a yaar, rati- 
fication by 20 ~igl~atory countries would bring the Internatioml Trade Organiza- 
tion into baing and the Charter into forco. The Charter dimonrages or prohibits 
practices restricting trade and debying improvcmcnt of living standards or leading 
to economic warfare nnd accepta an a general principle that all membere shaU 
share tariff bone fit^ grantcd to any one lnemher country. 

United 8Wtx.-The outstrnding featurua of the foreign trade of the United 
 state^ during 1947 were the large: rim in exports during the firat half of 
the year fmilitntcd by the heavy drafts on cwdite provided in the previou~ year, 
followed hy a mnrkcd fall in exports during tho ht ter  half of the year reflecting 
the economy meeemes adopted by foreign countriee. Tho value of exports for the 
year M) a whole amounted to $14.48 billion (vi& Tabb 1 I )  aa against $0.74 billion 
in 1946 fihowing a rine of 49 per cent. With negligible lend-lcnse exports and the 
centtation of LWRRA nhipments, cneh purchaser, amounted to 95 per cent of the 
total export8 ngninnt 82 per cent in the preview year. The volumc of ox port^ 
which had h e n  206 per cent of the 1938-38 love1 in 1946 moved up to  258 during 
t.he year. The exporh (excluding re-exporte) mre prcdominantly uompaad of 
manufut~~red  article^, ~ccounting for 72.3 per cent a~ compnrcd with 62.2 per 
oent in 1946. Tho proportion of finiehed menufactme to  the total  export^ w a ~  60.2 
per cent as a g e h t  52.8 per cent in 1948. Cmdc matorisle and food-stuffs declined 
rc~peat~ively in their proportione h m  14.9 to 1 I . 1  per cent and from 22.8 to 
16.8 per cent. The volumc of imports declined from 113 per cont of 1930-38 in 
1946 to 100 per cent in 1947. In terms of value, however, they meo by 16.9 per cont 
from $4.01 billion in 1046 to $5.74 billion. Important change8 in the direation 
of import8 RR cornpaid with the pre-war y e w  1938-38 were dinoernible. Of the 
total imports, tho ahare of Europe fell ftom 28 per cent in 1936-38 t o  14 per cent 
in 1047 as oompared with 16 per cent in 1946. Thoro was an equally severe fdl in 
reepoct of the Far Eastern countries from 31 per cont in 1936-38 fo 18 per cant 
in 1948 and 10 per cent in 1947. Canada and tbe Amerioan Republioe, however, gainod 
substantially in the import trade from 36 por cent in the pre-war period to 67 per 
cent. in 1947. The export sul-plua for the year oxceedecl all previous expeatations 
and a.mounted to $8.74 billion as a g a h t  $4.83 billion in 1946, the credit balances 
on soaount of trade with Canada, the United Kingdom, France, Argentina and 
the Nethcrlallde showing signifioant increeses over the previous year. 

United Kingdom.-The progress of the Unitod Kingdom tow& achievirlg 
a closer balanoe in the external trade received a  harp setback during the 6rut 
half of 1947, owing mainly to tho scrioae cod crieis in February end March, involving 
a considerable lose to production, end to the womning of the terms of trade ccluscd 



TABLE 11-MERCHANDl8E EXPORT8 FROM A I D  lMPoRT8 lnTO COMHOWWEALTH COUNTRlEI AND THE UNITED STATES. 

1940 1941 1942 1943 1944 (In millions) 
CO-try 1938 1939 1946 1946 1947 

UNITED K ~ X O D O M  (a). E 
Imports (retained) 868.0 840.0 1,125.0 1~131.6 991.2 1,226.4 1,201 - 2  1,063.6 1,260.8 1,728.3 
Exports .. 470.4 439.2 411.6 364.8 271.2 232.8 266.4 

766.8 720.0 
399.6 914.7 1,137.1 

Exceea of G o r t r  . . 387.6 400.8 714.0 993.6 1,024.8 654.0 336.1 691.2 

U ~ D  &A- # 
Importe (b) . . . . 1,960 2,318 2,626 3,346 2,745 3,381 3,019 4.186 4,909 
Exporh (inol. m- 

5.739(~) 

expo&) .. . . 3.094 3,177 4,021 6,147 8,079 12,965 14,269 
1,802 5,335 9,584 

9,806 9.739 
Exceee of Exports . . 1,134 869 1,306 10,339 6,670 4,830 8,736(~) 

14*475(pl 

C ~ A D A  C# 
Imports .. 677 760 1.067 1,366 1.600 1,701 1,743 1,546 1,884 
Export4 (LA. re- 

2,570(~) 

expo*) . . . . 846 908 1,200 1,657 2,3 86 8,001 3.483 
291 786 

3,267 
143 

2,379 
Excess of Erporta . . 169 158 1,300 1,740 1,721 616 

2,706b) 
226 (~ )  

h x A  (c) Rs. 
b p o r t e  . . . . 1,772 1,688 1,690 1,613 1,748 1,160 1,328 2,317 2,921 3,838 
~xpor t a  (inel. n 

exports) . . . . 1,898 1,698 2,160 2,004 2,644 1,940 2,101 2,290 2,064 3,201 

AwrM.LlA (6) EA 
Imports .. .. 140.0 124.4 145.0 136.2 187.1 268.7 2M. 1 233.0 194.6 280.2 
Expo- . . . . 141.7 121.6 149.7 186.0 169.3 126.6 146.7 166.3 106.4 308.9 

Excees of Imporb(-] + 1 a, -2.9 +4.7 -1.2 -27.8 -140.1 -116.4 -77.7 f.1.8 
Exportd +) 

f 78.7 

(6) l;*i(yurrw, for 1 9 3 w  h v e  been worked out from monthly amragen ; the &urea for 1943-45 exclude muaitione imported or exportail by  GO^^^^^^^ 
D-nb. (b) Q e d  imports including rnorcha*e entered for ~ m e d i e t e  con~umption and that entered for storage in bonded wrrreht~use~, (c) y w .  
-ded 3ist M W ~ .  Iooludo traneections on QoVsrnm~ot eooount. (d) I n c l d ~  defenoe material8 and uipment, aho lend-leew su pliea. (e) Yeer-ended 
m h  J-. Include tm-&na on - o u t  d the C o l m ~ ~ w d t b  Government. ( p )  Preliminary. *gigwen for eight month8 e n 8 d  kqp&, 1947. 



by a f l l l b ~ h n t i ~ l  rise in import prices. The burden of the brge incwaae in the adverse 
trade halanoon WAR mndered ineuyportable by the rapid exhaustion of the dollar 
credita gmnted by tho Unitod Htstee and Canada, particularly in the faoe of tlie 
continued dependen- on tho Woetcrn Homisphorn coumtries for eesential eupplie~ 
of food and raw materials. AR result, diiring tho acoond half of tho p a r ,  thc fomign 
trado programme was mh~tantiauy wadjnuted and tho Gomrnmcnt moved towards 
a wider exercise of controls over trade and production. New export targets were 
amounccd in September, and the target volume for exporta st 140 per cent of 
1938 eet for 1947 wm poetponed to the middle of 1948 ; and the end of 1948 objective 
was fixed a t  160 pcr cent. To facilitate the attainment of the targets, Uovernmcnt 
control over labour wae reimpoued through tho enactment. in Octobor, of thc Contml 
of Engagement Ordar ; simulfaneoaiely domeetia aonsumption was restrained through 
the levy of a high purchase tax, and expanded or renewed facilitieu for imports 
into foreign marketa mro secured under bilatersl agreements. Further, to relieve 
tho pressure on reaomee employed for export production, a ~ubstantial retrcnch- 
ment of capital expenditme programmed for 1948 was announced towardn the 
closo of 1947. Import polioies nndemnt  nharp changcs during the yoar in view 
of the diminished ability of the country to purahaao h m  tho Wost~rn Hemi- 
lrphere countriea. A r e v i d  progemme for imports drawn during the middle of 
the year, providing for economy only in respeot of tobacco and petroleum was 
abandoned sabeoqncnt to the heavy cuts imposed in August and October on 
importa of food and timbor from the dollar arm. S t e p  were simnltaneoualy taken 
to eecure food and raw materials from other countries notably R I I R S ~ ~ ,  Sweden, 
Switzerland, Denmark, Holland and Portugal by meene of trade sgreementa. 
Similar but lese comprehensive ageemente were concluded for incre~eed food 
supplies from Austmlin, tho Union of South Africa and Eire, Besides, the adoption 
of 8n Agricultural P r o p m m e  aiming a t  8 20 per cent i n c m a  in internal agricul- 
t-I production by 1951-52 and the commencement of opemtiona under the Eaet 
African Groundn~~t Schemo repreeented two long-range attempts for augmenting 
domestic and colonial aapplins of food and m w  materials. 

The United Hi~lgdom's exports during 1M7 amountod to f1,137 million 
against £915 million in the previoutl year, or 108 per cent of the 1938 volume. 
ExportP of manufaotured artiole~ oxecoded the 1038 volume by 23 per cent, Ihe rise 
being principally dl10 to metal goode, the latter accounting for 48 par cent of thc 
totel value as e g a k t  37 per ccnt in 1038 and 44 per cent in 1M6. Re-exporte vltlued 
a t  £69 million as against 5250 million in the previous year worn yt i l l  far below tho 1038 
volume a t  46 per cent. Rsotainod imports m e  from 67 per cent of 1938 volume in 
the Gmt quartar to 88 per cent in the third quarter though on aocount of the 
oprntion of import mstrictiom there wm e markod reduction jn the lest quarter 
to 77 per cent. For tho year aa a whole, the volume of imprta  a t  77 par ccnt of 
1938 wae 13 per cent higher than in 1046. I n  t e r n  of value,  import.^ incmaaed 
from £1,251 million in 1946 to £1,728 million. Compered to  1938, the patt.ern of 
the import trade cbnngod considerably. 'Food, drink and tobacco and manufactured 
articles whioh during 1938 amounted to 46.8 par cent and 25.4 per cent respeu- 
tiveIy accounted for a smaller share of the total during 1047 st 45. I per cent and 
22.3 per oent respeotivcly ; raw matmiah, however, increased in relative 
importance from 27.0 per cent to 31 . 3  per cent. 

The Economio Gurvoy for 1948 envimgcs tho pos~ibilit~y of emuring equi- 
librium in the overall external trado and the lessening of the gap with the coun- 
trica of tho Wostern Hemisphere through larger exports, particularly of metel 
goode and textiles, and the reduction of imports to tho abuolutr! minimum 
cogeiatent with the msintenence of a high level of economio activity. -. 



Canada.-The pattern of Cawh's  fomiv trade doveloped on tho same linod 
ae in 1946, showing, despite a small overall eurplue, a large deficit with the United 
States and a surplus with tho st.erliug area, particularly tho United Kingdom. 
Tho conscqnent irlteneification of the strain on the country'a foreign exchange 
rcservcs called for emergency rewtrictions on imports during the year. Besides, 
according t o  an arrangement made by Canada early in the year with the United 
Kingdom, the lattor  we^ required to pay in U.S. dollem ebout one half of Canada's 
export eurplus with that country. This proportion mas inomased to more then 06 
per cent ~ccording to  a ~ubaoqncnt agreement covering payments for tho first 
qunrtcr of 1948. Several othcr meaeure~annannced by the Government on 17th 
Noremher, 1947 were dcsigned prirmrily to conserve foreign exahenge and foeter 
and develop Canadian induetry to onahle her to incroncle her exports to ereas able 
to pay in  dollar^ or in currencioe convertible into d o h .  Restrictione were placed 
an the imports of durablo consumer goode and e 26 per cent excise t a r  wee levied 
on Canadian manuf~cture~ st.ill heavily dependent upon import of oomponenfe 
h m  hard currency areas. At the samc time, imports of capital equipment were 
licensed in ordor to  build up the export industries. Further, to  meet the continuing 
deficite with tho United Stmatea, Cnmda ~ecured a loan of $300 million from the 
U.S. Export-Tmport Bank. 

During thc year, while exporta rose only modemt.ely from (:$2,379 million in 
tho prcvinua year to C$&,796 million, imports mcorded a sharp inumae from 
(:$1,864 million to C$2,6'i0 million re~ulting in a reduction in Canade's favourable 
trade balance from CS61Fj to (75226 million. The CI~lited States continued to hold a 
pre-cmincnt position in Cenada's foroign trade accounting for 77 per cent and 37 per 
cent in imports and exports rctipcctively. The dcficit in the trade (exoluaive of 
re-exports) with the Unitcd States expanded during tho yeur to C$%1 million from 
C'S525 lllilliou in the pmvioaa yew. The s h ~ r o  of the United Kingdom was 7 per 
cent for imports and 27 per cent for exportn. The oredit trade balance (exclusive 
of ro-oxports) wit11 the  IJnited W d o m  amounted C 8567 million as against C $492 
million in the previous year. Caaadn'ti adveree trade bnlmoe with the United 
Stotos during 1948 would show a substantial reduction mainly se a result of the 
operation of mr~trict.iom on imports announced during the year, the enlarged 
oy~~ortunities for ox port^ arisiw from conccs~ionf secured under Geneva Agrec- 
inonts on !l"mifT~ and Trade and from increased purchn~oe which would be made 
in Canada for aid to European countries. Similarly, tthc utilieation during 1947 of 
most of the export 0redit.s grantad by Ctlnah in the earlier yeam and the poseibility 
of immr~aed production in Europe, point to smaller surp1uaes in the trade with the 
United Kingdom and other Europonn countries. 

10. BALANCE OF PAYMENT8 
&neral.-Tho large ~ h i f t  iu the productive oapacity and resouroes as bet- 

woe11 the soveral countries and the far-rcncbing cha~~ges in the debtor-oreditor 
relfbtion~hips rewilting from World War I1 continued to influence the international 
accounts. With e tieable ahare of tho world's productive capaaity located within 
her territories and a strong intornational hancial  position, the Unitod States 
became the leading producer and creditor nation of the world. There waa also 
simultnncoaely a. deterioration iu the bdancc of payment8 poeition of several 
cotintries, parfjioularly of Woetern Europe, t,hc large deficits in their trade account 
(vide pars. 9) being aggravated by tho sevcm lose of sourcea of overmas incomo 
acoounting in the prg-wer period for roughly one-fourth of the total import costs. 
The gap in the international payments of Western Europe was to a considerable 
degree clo~ed through credits and grants made available by the United States, 
which during the period July, 1045 to December, 1947 amounted to $11.7 billion. 
Additional financid aid also came forth during thie period from Csnibdb which 



disbursed C $1 billion through o loan t.0 the United w d o m  end over C $400 million 
on credits to other European countries. In addition, apart from the continued 
awistanoe rendered by the sterling taren countries in tho immediate post-war 
period through the not nccun~ulntion of storling  balance^ in London whieh trend, 
however, was revorwd duriug thc ycar owing to the reduction in the bdancee, 
t,hcrc WR.S also R ~111)stontial volun~o of private relief shipmer~tg and remittances 
from tho lTnit,cd St,atcii, and in tho laxt eight months of 1947 the hanoial aid 
mode avnilabla to Western Europe through the hternetiond Bank and the Fond 
amounted to $750 million. All  these pqving indequate to sustain the essential 
imports of Watern Europe, max~y of the colzlltriee were forced to liquidate pert 
of their existing gold and dollar rwe.rves and also long-bamt I n v ~ t m e n t e  in the - '. - .  - 

Cnited States and elsowhorc. 

It wnu found noccssary, therefore, to take corrective measures to diminish 
the world demand for do1Lr.y and to increase their availability. Fresh restrictions 
were imposed on dollar import8 by many oountries and existing ones wen, in- 
ten8ified. An important step in the direction of augmenting the supply of dollars 
to Wester11 Europe was thu offer of ttid made by Georgc Marshall in Junc, 1947 
011 cor~dit~io~~ tflut thew oouutries formulated a co-ordinated programme of recon- 
slruction which could l ~ e  oxecutd with the help of thc Unitcd Stat-. I n  reeponse 
t.o tl~ia offer, representatives of ~ixteen European countrics meeting in Paria from 
.July to Scptombcr, 1947 prcpttrccl a plen indicating their tmgets of production 
and import, rcquircmcnts for t h e  period 1948 to 1951. In pumuance of this, on 
2nd April, 1948, the TJnited Xtatea Congess authorised 'for the year onding March, 
1CM9 a gwnt- of $5.3 billion towarde the European Rocovcry Programme to help 
balance the current accounte of European countries with the Western Hemkphere. 

Unit& Kiqhm.--'l'he year w i t n e s d  a further deterioration in the intor- 
national accounts of the United Kingdom. Aocordiug to provisional figurea, 
hrr overall balance of pajrrne~lts deficit during 1047 wm of the ordor of £676 million 
as trgainst. $280 million in 1040 and the target of 1560 niillion set out in the Econo- 
mic Survey for 1947. This total defioit covered a s rqlus  of B O  million with the mst 
of the ~Lerliug area and deficitas of SO80 million and £75 milIion with the W e h r ~ i  
Hemi~pherc and the other countriee reqeotively. Though the f.0.b. value of im- 
p o r t ~  stood higher a t  S1,574 millior~ as agaimt £1,092 million in 1946, the eati- 
mated increme in volume was only about 14 per cent, an avorage inorease of 26.5 
pcr cent in prices contributing to tho risc in value. Exports a t  E1,125 million re- 
yroscnting tL ar~bat~antinl increaso over t h a  1946 level of f888 million, due moro 
to incren~cd pricc~ than incrca~e in volume, fell short of the estimated target 
only hy $75 million. 'I'he net Oovernment expenditure abroad declined from, £290 
 nill lion in 1946 to £211 milliou. The mottt outstanding short-fall was in the net 
invisible receipts which had been expeuted to contribute a eurpIus of £75 million 
but whiuh actudly accvui~teii for a deficit of $16 million. 

The net drain on Ike country's gold attd dollar meervas which together amount- 
od to £1,023 million during 1947 was mndo up of the defioit on her own of S626 
~nillion with t hc dollar area, tho payment of f 51 million towardn her subncription to 
the International Monetary lrund and t.ho Intenlational Bank for Rocomtruotion 
and Development, the net payment uf $189 million on nccount of tho reet of the 
~tcrling area and net paymcnts amounting to $157 million in gold and dollars to 
non-starling arm countries ari~ing from thc short-lived operation of the multi- 
It-&crnl convcrt.ibility of ~tcrling. There W;LB an i n c m ~ e  during the year of 9 0 6  
million in tohe extcrnal capital as~ets  of the United Kingdom tis well 8s a reduc- 
tion of £142 million in her uterling liability to all oountriee maintainin# bdnnce8 
with her. 



The Eoonomio Survey for 1943 envisages a net defioit of £136 million in the 
fir& half of 1948, comprising a net visible deficit of f87 million arising from im- 
po&i of £792 million and exports of £705 million ~d an invisible defioit of £49 
million. 

United &tea.-lluring 1947, the United States exported goods end 
nervioea of the value of $19.0 billion a8 ngain~t $15.3 billion in 1946 and imported 
goods and servioee of the value of $8.3 billion as aompared with $7.1 billion 
last year. The ratio of expr te  to the total gross national produot mse during the 
p a r  while that of importe remained almwt constant. The moeipts b m  inoome on 
~nvcatmenta rose from $611 million in 1946 to $1,026 million in 1047 while paymenta 
on this aoaonnt were also marked up from $173 million to $226 million during the 
same period, the larger riae in reccipte being due to petroleum investments and 
investment in manufaoturing industries. AR a result of the inorem in ocean- 
borne exports of whioh, however, only 60 per cent (aa against lest year's 60 per 
oent) was carried in the United Statee' veeaels, the net receipts from treneporta- 
tion stood at $I billion, about $300 million higher than the laat yew's figure. 
There wes an incream of only about $46 million in the net payment8 to foreignera 
on ecoount of travel, dcapite the unprecedented level of $635 million of gross 
payments, beoame of an almost equal riae in foreign expenditure on travel in 
the Umted Statee. Net paymonts on acoount of the Unifed States Government 
lnoreasd from $289 million in 1946 to $508 million. 

The export of goode and servicea of SIB. 3 billion wae mainly &land by 
importe of the valne of $8.3 billion, unilateral t r o d e r e  of $2.4 billion, United 
States loans and inveatmonts of $4.7 billion and the Iiquidetion of foreign gold 
and dollar assets to  the extent of $4.5 billion. The net Government payments 
under unilateral transfers ahowed a decline to $1.8 billion from $2.4 billion last 
year ohieffy becaum of tho cossation of UNRRA whioh was, howovor, offset in part 
by the new programmes of Grcok-T~~rkiah Aid and Interim Aid. The not outflow 
of long-term capital waa larger this year a t  $7.7 billion (as again& $3 billion in 
1!346) of which net Government lending uocounted for about $3.9 b i i o n  and the 
United States eubecriptiona to the International Monetery Fund and the Intar- 
national Bonk for Reconstruction and Development for about $3.1 billion. The 
net private outflow of cnpital of $733 million (iucluding the United Statos pur- 
cham13 of the bonds of the International Rank) covered $661 million of 
&root investments (mostly in the petroleum industry in the Caribbean m e  end 
in the Middle East) and $76 million of portfolio investment8 arieing from 
the bond iaauee of the Netherlandn and Norway and of tho 1ntema.tiond Bank. 
During the year, tho Intornational Bank granted I o n  of the value of $497 
million in dollam of which only $300 million were aotually disbursed and the 
International Monetary Fund sold about $460 million in exohange for 
other ourrenoierr. A s  a result of the drain of $4.6 billion on the gold m d  dollar 
aseete of foreign oountrierr (whioh reaohed an annual rate of $6 billion in the laat 
quarter of 1947), the total gold and dollar  asset^ (other then those of the Fund 
and the Bank) a t  the end of the year were dietributed aa follom: E.R.P. 
oountries-$7.5 billion; Westam Homi~phere-$3.6 billion and the mat of the 
world- $6.7 billion. 

Cad.-According to preliminary estimates, Cmada'e international accounts 
during 1047, including official oontributions which amounted t o  Ct38 miliion 
as against C$97 million in 1946, showed a net surplus of only C$47 million aa 
against C$367 million in 1946. This favoumblc balance included surpluses on 
account of merohsndiee trade, non-monetary gold, tourism and travel, and freight 
and shipping aggregating C$431 million and deficit8 on account of interest and 
dividends and other current tranasctions amounting to  C $384 million. The deoline 



in the overdl surplus during the year was mainly accounted for by a fall in the 
trade eurplu~ h m  C$Cil6 million to CS175 million as also in the eurplus on woount 
of freight and shipping froni C $92 million to C $46 million. Thepita the small surplus 
in the balance of payments on cumnt  account there waa a reduotion during 1947 
of C $743 million in Conada'u gold and foreign exchange reservee. This waa acco~mt- 
ed for, among other thinga, by the finanoing of Canadian exports for C $663 million 
through drnf t~  on hor export oredita, the payment of C174 million towards hor 
goldeubscription to the International Xonetary Fund, theredemption'of C a n d i m  
bonds held abroad and other net oapitat payments. Canada had s current deficit 
of C$1,138 million with the United Btates w against a current surplus of C$1,185 
million with other oountries, of which the share of the United Kingdom and the 
rost of the sterling area amountod to C$872 million. 

11. FOREIGN EXCHANGE 
During the year, traneactions in foreign exoh~nge oontinued to bo subject to 

control in several countries. In most of them, apart from the depletion of the 
limited exchange resourcee and the credit8 from the United States, the demand 
for imported goods for purpoaee of oonsumption and ~~econetruation was heavy 
wkilo production and exporta lagged behind. In the Latin Amerioan aountries, 
whero largo pont-up demands for imports throatend to exhaust their gold and 
foreign exohango rosorves, an intansification of the exieting exohsnge oontrol~ 
waa found neceesary. 'Che prevalenoe of diffioultiee aonneoted with the relative 
eoaroity of emential foreign exuhange resouroes, p&io(Uarly U.8. dollere, was 
reflected i n  the fact that, barring e few (El Salvador, Guatemde, Mexico, Panama 
and tho Unitod Statau) all the members of the International Monetary Fund 
found i t  neoawuy to avail themaelvos of the provisions in re~peot of the mainten- 
anoe and adeptation during tho transition pcriod of restriotione on payments 
and transfers on o~urent tmnn~ct ion~.  Homo nountrios had r e o o w  to devices 
euoh ae exohange revduation and m~~ltiple ourrenoy praatioeu with a view to 
aohieving an improvement in the exohange position. 

A uotable devulopment during the year related to the attempts made by the 
United Kingdom to restore uonvertibility to eterling. The meohsniem of tho 
Amerioon Accounts had already provided for the h e  availability for pymente 
in any ourrenay area, of etcrling currently carnod by residents of the United Stetee, 
American poseeseionu end various Central Amerioan oonntriee. As regards the 
 torl ling aroa countries, them was the oonvention that forwential imports members 
could soaare dollare against sterling from Ihe central reeervee. Thus, the imple- 
mentation of oonvertibility commitments of tho Anglo-Americmn Finanoiel 
Agreement remained to bc completed only in reepot  of the convertibility of 
sterling curmntly earned by residente of other conntriee. A system of Trsneferable 
Accounts was for t h i n  purpose introdnced in February, 1947 with Canada and 
Newfoundland, Argentina, Belgium, the NetherlanB and Portup1 (together 
with thcir rcepoctive monetary areee) se members. The sterling currently earned 
by resident8 of these oountrice was credited to a Transferable Account, the b e h e  
in whioh was available for tranefer, in pyment  for cumnt  tmnaaotiom, to  any 
Bterling Area Account, any American Aoconnt or any other Tramferable Amount 
subject only to mprt to the Bank of England. The aptem was gradually extended 
by 16th July, 1947 to covor the following countriee also : I t d y  and the Vatican 
City, Brazil, Noc'wtby, Spniah monctary aroa, Finland, Cxechoslovskia, Egypt, the 
Anglo-Egyptian Sudnn, Ethiopia, Uruguay and Swoden. 

On the baeis of thin framework which involved tho willingness of other coun- 
tries to accept payment in sterling for current transactions, the United Kingdom 
undertoolr to provide, with eieot from 15th July, 1947, for the free svailabilitp 



of current accruals of sterling for current payments by all countries (with the 
exception of 14 countri@a with which ~ppropriate amngcments could not be 
completed). This mensuro was, however, followed during the next five weeka by 
an nxcoptio~lally heavy drain on Britain's gold and dollar rewrves, partly owing 
to the maximuur uue which certain countries mndo of those convertibility prlv~lebt~,~ 
to meet thcir dollar paymente. Comequently, tho 17nitcd Kingdom, in comulta. 
tiou with tho United States, auepended ns an emergenoy masum, with effect from 
2Jst Augt~st, 1947, tho convertibility proviaion as applicable to tho U.8. dollar. 
Fncilitie~ for trarufer of sterling from Tramfemhle Accour~ts to Americen Accounts 
wen, immediately withdrawn and Canada and Newfoundland wem removed from 
the group of Tmnsferable Accomits in view of thc close conneotion between the 
Camdisn dollar and the U.S. dolhr. Sometime Inter, Belgium, Portugal, Italy 
and the Vatican City and ITruguay also were removed from the Trfinaferehle 
Acco~rnts group, while Poland and thc U.S.S.R. were admitted into it. Tho United 
Kingdom, howuvtw, oonti~iucd to ueek tha gradual oxtomion of the area over 
which sterling is freuly acceptable hy menna of bilatonrl agreements providing 
for it6 trunsfcrability on an administrstive honis ond for commotcial transactions, 
aimed at halancing pnymonte between tlre ste~*ling area and tho countrica concnrncd. 

At the P a r i ~  Conference of the cou~~tries of We~tern Europe hold during 
tho period July ta Septcmbor, 1057 in comeotiun with the programme of Marshall 
Ald, n nommittce of iimncial cxpertu exemhled the prohlem of ~medncing to a 
mLrimum tho paymente in gold and oonvertiblo cuurenciee required to  be made 
for the sottlement of balance8 clritliny periodically from thc working of tho bilateral 
prayments agreements betwoon several Europeen countries and recommended 
the ~e t t ing  up of H system of transforability of Europoan currencie~ by which s 
country with a credit in her relotiom with another country would be enabled to 
use it for any dobite that ehe might have with othor countries. In  aocomhnce with 
theue recommendntions, an trgroement for multiltcml monetary compensation 
ww aigned in Pari~ on 18th Novemhur, 1947 by the Belgian Government (dao 
acting ou behalf of Luxembourg), tho Frenuh, Italian and tho Dutch Govern- 
mente. The clearing which bcgan on l e t  Janunry, 1948 has been operated by the 
Bank for Ii~terllatiorlal Settlemcnts ,to which all the members supply parti- 
culam of the doveIopmente in respect of their payment8 sgreemente. The United 
Kingdom arld the Scandinavian countrietl also signified in principle their adherence 
to tha above agreement n@ occnsictnal membem. Though this scheme would require 
for itu RUCCC48 contliderable reservcs of gold and dollam for the settlement of 
the balanceu in excess of the a p e d  limits, it marked an important stop in tho 
direction of extonding multilateralism. 

The ndjustmentu in tho eatonml vdue of the lira nnrl thc franc cotiotitirbd the 
ot.her imporltlnt developmc~lts of the yeax hi this ephere. The Italian Government 
decided on 27th November, 1047 to modify their existing foreign exohange practioee 
acoording to  which ono half nf all foroign oxchnges reoeived in Italy w w  required 
to be sold to tho monetary authoritiee a t  the official mto, nnd the other half could 
be aold through thc authorised banke a t  free rates. According to  the modified 
system, the one half of foreign oxchange receipts ealahle to the monetary autho- 
ritivs was to bo sold a t  mtes eatablishcd nt the beginning of every month on 
tho barjiw of the evcrago of the free market raten in tho provious month with upper 
and lowor limits a t  650 and 350 lira to the U.S. dollar rcspectivcly. This monetary 
reform (which accompanied thc devaluation of the lira from 850 to 580 per U.S. 
dollar) was expected to  encomago Italy's exporting ahility and eliminate the 
existing discrimhiation among difEerent chscs  of imports and exports by narrow- 
ing the margin between the effective rntea of buying and selling. 

On 25th January, 1948, tho French Government announced thoir deaiaion to 
develue the franc with oflect from 26th January from 119 for the U.S. dollar 



to 214 and from 480 for nterling to 804. Rcsicles, there waa to  be a free market 
for the U.S. doller and the Portugue~e esondo, which could be bought and sold s$ 
rate0 verying from the official parity. h n c h  exportera were required to MU to 
the %rich authorities at official rates half their proceda in these currencies and 
were freo to eeU the other half in the fme murket, where they could be bought by 
h n c h  importore to pay for non-ceaontial imprte .  Several invjsiblo tranllsctiona 
such an tourist oxchange and capital ttannfen were allto permitted in tho h e  
market. The International &Iolletnry Fnnd (which had been consulted by the 
French authoritiee prior to the devaluation) did not agree to the proposals for a 
freo market, tle in it0 opinion, i t  would have adveme effecto on other members 
of the Fund without baing eusentinl to the aohievement of tho Fmnch commercial 
objsctivee. Notwith~tandiug the oppo~ition from the Fund, the French authorities 
proceeded to execute thcir proposale. 

12. PUBLIC FINANCE 

The budgeh of aomo of the important fomign countriw reflect their continueti 
efforta uinoe the ceauation of holttilitieu to rcduce expenditure and to achieve 
balenccd if not ~urplus budgets, in order to counter tho inflationary eitnation. 

According to tho revincd etltimatee for 1047-48 (t%k Table on pages 36 and 37) 
both the United States and the United Kingdom have estimated surplueee, 
amounting mpectively to $7,482 million and £636 million ae against a surplun 
of only $754 million in the United rlitates and a defioit of £569 million in the 
United Kingdom for tbe previous yeor. In  the case of the U.S.S.R., tho aurpllis 
for 1947 ie 24 billion roullos, or 7 billion roubles above that of 1946. In Auatrelin 
the poticy of reducing tho dcficit baa heen clontinucd in 1947-48 aho, the sntici- 
p t e d  deficit being SA.30 million w against EA.38 million in 1946-47. 

As regard8 the budget estimates for 194.8-40, both the United Btatea (according 
to thc Presidential mcscurge) and the United Kingdom show a eurplua which in 
the caec of the former iu expected to deolinc from $7,482 million in 1947-48 to  
$4.808* million in 1948-49, but which in the catle of the Unitod Kingdom is ex- 
pected to riee from £636 million to £778 million. III both countriee revenuo hea 
fallen, but while in thc United Kingdom expenditure halt declined more than 
proportionably, in the 1Jnited States i t  h u  actually riscn. The fall in elltimated 
revenue receipts in the llnited States ie principally under the item, " sale of 
eurplue atores and property." The incroaae in erpenditnre is prinoipelly due to 
tho incmatled provi~ion under the itom "international abaim," the total under 
thc l~cad being $7,009 million of which the appropriation towards the European 
hcovcry Programme nlono is $6,800 milliont. The U.S.S.R. has budgeted for 
a still lorgor surpluo in 1948, namely, 41 billion roubles, which iu nearly equal to 
the Hum of tho previous two annual ~urylnnen and is mrridy due to the large 
increase in rcvonue under the turn-over tax. In  the  cam of Canada, revenue for 
the year is estimated at C$!!,864 million andttxpenditure C82.176 million, revealing 
n ~urplus of CW89 million. 60 far as thc disposal of the hudgct surpluses is 
concemod the United Kingdom and the TJnitd Statw Governments have 
indicclted that their relative ~urplusee would he utilized, as and wben they aocme, 
for the reduotion of maturing public debt. 
- - - ---- - . -. - - - - - 

*According to the Iagielative bud& nmtirnah aa adoptod by the Con- 
rmipts am p h c d  s t  $47.3 billion aud oxponditwe at $37.2 billion kaving cr surplu of $10.1 
billion. which. however. will be r d d  by M.U billion in view of the p s e ~ a ~ a  by the Con- 
of the Republimn-eponeomd Tax Reduction BilL 

t A8 enviuged in the origi~~d propod of b Bret allocation for an initial period of flfteen 
months. 



Country 

TABLE 12.-ANNUAL REVENUE, EXPENDITURE AND DEBT OF THE COMMONWEALTH COUWTRIE8, 
UNITED STATES, FRANCE AND THE U.8.8.R. 

Taxer Pacent- Ddmco Total Surplue P8-e Percentage Floating PublicDebt 
Ysers Total on aga of Erpandi- Expendi- ( f )  or  incnorw 01 8 h 6 or Short- (Ym-end 

Revenue Inaome 9 to 2 fure ture Deficit (-) (+) or ds- term Debt figaren) 
(-1 

tn 6 

1 2 3 4 5 8 7 8 ' 9 10 11 

UNlTED 8TAm8 J d y - J u n e  
(In millions of )) 

1938-39 . . .. 5,166 2,189 42 1,206 0,027 - 8.862 57 1,308 40.444 
1944.46; . . . . 46,467 35,173 76 ~O,OZB 100,307 -1j3,~40 + i , o ~ e  4s 17.041 258.082 
1046-48 . . . . oS,Oa8 30,886 72 48,642 63,714 -20,676 - 37 68 17,030 269,422 
1M66-7 . .. 43,260 29,306 68 1 7 1 4  42,605 + 7 6 4 -  38 102 16,771 268,286 
1947.48 ( ~ e & )  46,210 31,499 70 11,734 37.728 -j- 7,482 - 11 120 . . 250.000t 
1048-49 (Budget). U.477 32,664 73 11,237 39,669 + 4.808* + 5 112 . . 246,200t 

Column 2 : Net Revenue. Cqlumn I0 : Troeeury bille only. Prior to the pamge of the Tax Reduction Bill in the  C o w .  
t Estimated. 

UNf TED mGDOM April--March 
(In millions of E )  

1938-39 . . .. 927 420 45 272 927 . . 100 020 8,163 
1944.46 . . . . 3,238 1,901 59 5,125 6,068 - 2.820 -t '654 53 6,116 22,398 
1946-46 . . . 3,284 1,897 58 4,410 6,476 - 2,101 - I0 60 6,487 23.636 
1846-47 . . 3,341 1.689 48 1,063 3.910 - 669 - 29 86 6,951 25,631 
1947-48 ( ~ e v i i ; .  3,846 1.570 41 854 3,209* $- 636 - 18 120 6,642 26,629 
1948.49 (Bud@). 3,754 1,736 46 683 2,976 + 778 - 7 186 . . . . 

Incloda, Binking Fun&. 

CANADA A p r i l - h h  
(In millions of 

Csnadinn 8)  1988-39 .. . . 802 142 28 84 91 270 4,488. 655 - 61 
1844-46 . . . . 2,687 1,630 67 4,418 6.246 - 2,668 + '849 61 2,486 14,651. 
1046-46 . . . . 8,013 1.482 18 4,003 8,136 - 2.123 - 2 59 . . 17.318* 
1646-47 . . 3,007 1,412 47 1,316 2,634 + 373 - 49 114 . . . . 
1947-48 (~evise;lj 2,889 1,287 45 63s 2.190 670 - 17 130 . . . . 
1948-4Q (Budget) 2,864 1.288 48 . . 2,175 f 488 - 1 122 . . . . 

Direct amranteed Funded Debt. 



COSI?rfONWE.41.TR OF July-June 
AUgTRALIA 
(In rniUiom of 1938-38 . . . . 95 12 13 14 94 + 1 101 . . 

Australian E )  IW.4-411 .. 1832 54 460 607t - 266 + 5 2  56 . . :: 9 lQ46-46 . . 181: 51 378 5 0 8 ~  - 153 - 16 70 . . 
1946-47 . . 37l i  1661 46 233 409t - 38 - 19 91 . . 
1947-48 ( ~ u d g e t j  363t 162% 48 168 383t - 30 - 6 92 . . 

t Exoluding grants to Gtatea for raimburmenta under the State Grants (Tax Reimbursement) Act, 1942 and 1846. 
3 Excluding grants to S t e h  for reimbursements in reepect of incombtax under the State Graab (Tax Raimbureement) 

Aot, 1Q42 end for 1946-47 and 1047-48 under the State Grants (Tax Reimbursement) Act, 1946. 
Excludes War (1014-18) Debt of fA70,724,220 due to the British Government. 

DNION OF SOUTB April-Ymh 
AFRICA 
(In rnilliolu of South 1938-39 . . . .  47 17 36 2 . . 72 .. 65 - 18 

African E)  
279 

1944-45 . . . . 115 80 52 101 180 - 71 + 186 62 38 641 . . . .  1846.48 134 68 51 (13 131 + 3 - 30 102 63 584 
1946-47 . . 139 60 43 18 132 + 7 + 1 105 49 
1047-48 (~u&j. lM* 59 48 13t 120 + 20 - 9 117 . . 547t . . 

On the basic of eximting taretion. t Provisiod. , .  
rn % 

FRANCE Jan-Dec. 
(In billiom of frnnca) 1938 . . . . 63 . . . . 90 - 2 7  70 

1944 . . 96t 421$ 
. . 138 . . , . iii* 372 -234 + 3i,i 37 6l3f ~,seot 

1946 . . . .  207 . . . . . . 444 - 237 + 19 47 748t . . . .  1948 373 . . . . . . 64 897, $zi& 684 - 211 + 32 
Omupation c o d .  Inoluding medium-term debt. Domeatio debt only. Q Period ended 30th June, 1946. 

U.S.S.R. 
(In billjam of roublee) 

DOMINION OF 
PAKISTAN 
(In mores of rupeee) 34 66 - 23 

37 90 - 10 + 
Au~u&, 1947 to 31st March. 1848. + Figures relete to 74 months fram 15th 



Am regerds defence expenditure, which constituted the major item during 
the war yearn, there b e  been a substantial fall in 1047-48 in sovcml countries. 
I n  1948-49, howcver, the fall iu  moot marked in thc United Kingdom, while in 
the csw of tho United  state^ the decline is comparatively lora marked. Such 
navhge M am cffeoted undcr thi head have rendarod po8sible a greater provision 
towards echomes of social welfare. Tn the United State8 the c~pendii~uro on social 
welfam scheme8 ie expoated to r h o  fiom $1,960 million in 1947-48 to $'2,028  nill lion 
in 1948-49. Similar is the cane with the Unitcd Kingdom where the increased outlay, 
during the budget year, on educatio11, housing trnd new hoelth H ~ ~ V ~ C R R  will amoiint 
to £30 million, £14 million and £143 million respectively. The United Kingdom 
Qovernmcnt have also decided to continue the food nubeidics a t  £400 million. In 
the U.S.S.H. too, gonerow provision hvee bccn made for expenditurn on eocial 
services, the outley for 1948 being 116 billion roubbs ,w~sgsinat.&hatL,of 80.4 . 
billion roublos and 106.6 billion rouMce in 1946 and 1947 respcctively. 

In the field of taxation, certain concessions were announced which wero 
cdoulated to reduce tho huden of exirrting taxes. In thc Vnited Kingdom, tho 
exemption limit for payment of income-tax has been raitxd from El20 to £135, 
this measure now exempting M0.000 morc people fmm the payment of income- 
tax. The earned income mlief for the p~~rpose of incomc-tax has been raised from 
onc-sixth to onc-fifth of tho tots1 efimings nubject to a mximum of EMU. Tn the 
fiold of iridircct taxation aleo, a reduction ha8 bcen pmpomd in the purchase tax 
on certain goo&. I n  the I;nibd States, the Tax Reduction Act has incretwed the 
personal exemptions for each tax-payer and for each dependent from $600 to  
$600, han repcaled the 5 pcr cent " allownble charge " and subntituted a cut of 
17 per wnt on the fir& $400 of tax, 12 per cent on the next $99,600 and 9.75 per 
cent on tho remainder. The maximum effective rate of Lax also has bcon reduced 
fro111 85.5 per cent to 77.0 por cent. The Auatralim Government in tlloir 
budget for 1947-48 pmpowd (1) to abolieh the wartime oompany tax, (2) to 
modify the achedule of sales tax and (3) to suepcnd the operation of the gold 
Lax with a viaw to enaouraging p ~ d u c t ~ i o n  of gold M a mmeana of sarnhg dokrn. 

In  the budget for 1948-49, the Chvernmont of tho United Kingdom have 
found i t  nccessery to impone additioml taxation, tho important items k i n g  
(i) B levy on iwomo from investment on e graduated scale rising from two shillinge 
in tho pound on incomes betmen E250 and E500 (where the total in~uomo exceeds 
f2,OQO) to ten shillings in the pound on inoomee over f5,000, (ii) (G doubling of tho 
t a r  on football yoole and s graduated duty on hookmakcm a t  grcy-hound racing 
tracks and (iii) heavior tsxes on beer, whisky, wines and tobacco. 

-4s rep& the newly formed Dominion of Pakistan, no bu ot wan intm- 2 durod for the period 15th Augat,  1947 to 31st March, 1948. owever, while 
presenting the budget for 1948-49 t11c Fhnco &hiSter discloeed that he antici- 
pntod a deficit of Rs. 23.41 croree for the 74 month, tho revenue and expenditure 
being estimated a t  Re. 42.79 crorce and RR. 66.20 crores retlpeotively. Thc budget 
ootimatcs for 1948-49 plwe revcnlle at Ru. 79.57 crorcn and expcnditurt: a t  Fh. 89.68 
cmms, leaving a defioit of RR. 10.11 croree. In order to make up thc deficit of 
Rs. 10.11 crome in 1948-49, certain taxation proposale wem announced which 
are expccted to yicld H-B. 10.16 cmree, t h u ~  converting the nnticiyeted deficit 
hito n eurplua of Rtl. 0.06 crom. Thc propoaale include an ad rahdm duty 
of 10 per cent on hidetl and ~ k k  and cotton nee&, raining of the import dutioe 
on sugar, candy, eto., imposition of inoreased uiirchwgc on winos, oigarettcs, 
motor cars, mvinion of pstd rates and tho lovy of an entate dllty on both 
agrioultural and non-agricultural cutatw. In addition, a yield of Rs. 2 orores was 
expected from the duty on raw cotton imposed earlier. It in also pmposd to take 
over eales tax from the Provincial list to the Centml list, for the next two yetus, 
the provinces, however, being entitled to n share in the proceeds. 



13. PUBLIC DEBT 

During the year, the gcnoral pattern of pilblic debt i11 some of tho countrjea 
for which information is available mveoled changea both as regards volume and 
compition.  In the Vnitud Kingdom and Au~tnLia, n slight inc:mse mas noticcd 
in the volume of the debt, while in the United S t a h  nnd Canada there was n 
reduction in the total debt outstanding. 

In  the United Kingdom, the total outstanding debt a~ nt the end of March, 
1948 waR ostimeted at 00,623 million as agaimt f25,012 million nt the clme of March, 
1947, showing only a very sli h t  increase of 0 .O4 lmr cent. Of the total dobt,, internal k, dcbt aggregated $24,067 mi 'on whilc the e x t e m l  debt stood a t  $1,656 million. 
the corresponding @rea for the pmvjous year being £24,844 million and £769 
million respectively. The floating deht acconntod for 26,542 million or 25.5 per 
cent of the total debt as comparecl with 27.2 per cent lwt  year. A further rise of 
£25 million w88 noticed during the year in the total outstanding Trc~aury bills 
which rose to E4,910 million a t  thc cloue of 1947-48, but againnt t h i ~  thorn was a 
decline in the Treasury deposit rcccipts during the period from S1,467 million to 
£1,291 million due to  Governmeut's policy of ewitching ovor £rom Treeeury do- 
posit mceipte to l'reasnry bib which ere a more flexible form of short-term asset 
to the banks. The ways and moans advances ebo decreeeed during the year by 
£272 million, that is, from £613 million to  5341 million. 

In thc United Statca, the Treasury's dcbt retimment programme initiated 
lest year wne continued during the year, thc total outntanding public debt de- 
dining from $269.15 billion on 31st December, 1946 to  $256.90 billion a t  the 
cloee of 1947, as cornpamd with the aU-tho peak of $279.21 hillion a t  the end 
of February, 1946. Tho reduction wnn nchieved partly by tlie use of tho budget 
eurplu~ but principally by moan8 of fund8 accumulated in the Government tnmt 
aocountu and agencies and by the procccds of sales of primarily non-marketable 
seourities to the public. It was noticed that n large portion of the decline in the 
debt up to tho middle of 1947 wee amounted for by retirement of the holding8 
of thc commerciel banks. The reduction in commercial bank holdings of the debt 
waa in accordance with tho Treaeury's policy of spreading tho ownership of the 
debt aa broadly as possible. Dllring the latter half of 1947, however, the, opetatiou 
of dobt retirement was shifted from colnmemial banka to Federal Rcsorve Banke, 
in ordor to prevent tho momy obtnincd from mdemption of maturing ~oourities 
from getting baok into the commercial banking system and thus discourage credit 
expamiion. As regards thc composition of thc dobb, while therc wa8 only a slight 
decline of $2.25 billiou in tho t o t ~ l  amount of tho public debt daring the period, 
a rather heavy fall of $10.9 billion took pkzce in the marketable isuues, the nun- 
rnarkoteble issues showing s rifie of $7.2 billion. Bills and certificates, specially 
the latter, &oreased by $10.7 billion while hond~  showed n rise of $1.8 
billion. 

The total public debt in Au~trnlia showed e  light incrciwe of %A01 million 
from £A2,83$ million a t  the end of .June, 1946 to W , 8 0  million a t  tho close of 
June, 1947. Of this, the internal deht agpga ted  ;E82,323 million and the external 
debt U567 million, the corresponding figures for the yrevio~ls year being £A2,267 
million and fA572 million rcupoctively. Of the interual debt, U1,923 million 
formed the hndod debt, which showod an increase of SAY6 million over latrt year. 
On the other hand, ,the floating dcbt deorerwed during the period from $A440 
million to £A400 million. 



In  Canada, for the first time during the last seven yearn, the T)omixlion 
Government's domostic bonds out~taxlding st tho cnd of Decernbcr, 1947 nhowed 
a decline of C $23'3 million ae compared with an increase of (: $201 million in 1946. 
There was elso a net reduction of CS348 million in thc amount of Dominion dn- 
posit CC~~SCA~CR, Trea~ury bib and Short-term Notes outstanding during the year. 
The t.otal of the pmvincial, municipal and corporate bonds during the period, 
however, showed an increase, thia being the firet increase in  corporate dcbt sinco 
1936 and the 6rst appreciable increase in municipal debt since 1952. 

The Government of Pakistan flmted on 14th February, 1948 the following 
four loans, nrtmely, (i) tho 2) por cent J.oan 1'353-64, (ii) the 3 per cont Loan 
1960, (iii) the 3 per cent Loan 1968 and (iv) the 19 por cent Tcomo-'l'ax h e  
Bearcr Uonde 1958, subscriptiom boing invited in tohe form of cash or cheque, 
or the Qovc?rnment of India uecuritiefi of cumnt  loans in the oanc of Provincial 
Governrncnts of Pakistan and Baluohietan a11d Jncal Bodie~, uuch aa Municipal 
Committooa, Distriot Boards and Port Trusts. The issue price was h a d  at 
Ku. 100 cach up to  28th February, 1948 the price inoreasing thoreafter by 8 pies, 
9 pies, 9 pies and 6 pieu per aent reepctivdy every week, the weekly inmase 
approximeting to  the net interest accniing on the necuritiew The total ~ubucriptiom 
in reupect of all the four loans au rewived up to 31st Mmoh, 1948 totalled 
npproxitnately Rs. 31 .84 croree. 

14. THE INTERNATIONAL MONETARY FUND AND THE INTERNATIONAL 
BANK FOR RECONSTRUCTION AND DEVELOPMENT 

Thc markcd deterioration in the cconomic paition of many oountries, par- 
ticularly in Europe, with seriounly unbalanced foreign trade brought to  the fore 
the problem of financing intcmational paymcntu, and the International Monetary 
Fund, which ia  dcsigned to bring ahout oxchrtngo stability and render bmyo- 
rary filaucial assiutance to its member countries to balance thoir i n t e m t i o d  
payments, wee faced, d u r i y  thc yew, with the tatik of taking prompt decieions 
on dBcult problems. The International Bank for Reconstruction end Develop- 
ment aho evolved during tho year e policy framework for future activities. 

The International Monetary Fund commenced exchange operations. in eccord- 
ancc with its rules end rcgulatjom on 1st March, 1947, after the necemery pre- 
liminary requirements set out in its Article8 of Agreemxlt had been fulfilled. 
During the thirteen monthe ended March, 1948, the Fund'n operations consisted 
mainly ~ I L  selling U.S. dollam against the mcmhers' cnrrencics, the total of auch 
 sale^ amounting to $594.1 million. Of them, fialeu to the United Kingdom accowlt- 
ed for tdOO million, France $12G million, the Xethcrlanda $62.5 million and Bel- 
gium $33 million. AJI India'e rcquimmenta of U.8. dollam for the six months 
ending June, 1M8 were e~timated to cxceed her own mceipte and thc amount 
of about $40 million mnde available to her by the United Kingdom in t e r n  of 
the Fimnoial Agreement between them, India, for thc fht time in Mnrch, 1948 
applied to the Fund for U.5. dollars end followiug its ns~rrnt plamhesed $28 million. 
Bcsides, the Fund also sold 1.5 millioxl younda sterling against Pretherland~ 
guildem and 0.02 million U.S. dollnra q ~ i l l ~ t  gold. 

The Fund Agreement reqnires mcmbers to notify tbc Pund, before they be- 
come eligible to make urn of its renonrcee, whother they intend to avail themeelvea 
of the transitional arrangements under Section 2 of Article XTV or whether they 
are prepared to accept tho obligationu under Sections 2, 3 and 4 of Article VILI, 
prohibiting re~trictions on current paymentn and convertibility and aLo prevent- 
ing recourse to discrimimhry cumncy practicee. In accordance with this require- 
ment, only the United Statee, El Salvador, Guatemale, Mexico and Panams 



notsed the Fund their acceptance of the obligations under Article VIIT. The rest 
of the member countrice, inchiding India (exccpt Pinlond whoso position is 11ot 
known) notilled their intention to avail tlittmselves of the tmrtitioml nrrange- 
mcnts provided for in Section 2 of ArLicle XIV. Thc Fur~d a p t x i  to the par values 
of the currencies of all tho members, except those of Brazil, Clhe ,  tho Dominican 
Repablic, %'!'inbud, Grcwe, Italy, Poland, llreguay end Yugo~lnvia, who requested 
postponement of the consideratiorl of the par values of their currencies. 

The second annual meeting of the Boards of thver~~ors  of 6ke Fund and the 
Bank was held In London in Soptembor, 1947. At this mtreting, the Governor for 
China was eleotod Chairman of tho Uonide of Goveruoru and tho Governors for 
Prance, India, tho Unitad Kiugdom end the Unitod Statos, Vice-Chairmon till 
the next annutll mooting to  be held in Wa~hington in September, 1048. Taking 
cognhanw of a communication h m  the Covornment of India ombodying a copy 
of the Indian Tndependence (International Arraugements) Ordar, 1947, it wsu 
decided that the quota of the pre-partition India in the E'und and hor subscription 
to the cnpital utack of the Bnnk shoald continue to be the 'quota' and 
'subscription' of tho Dominion of India. 

Earlier, the Roar& had approved tho application for membership from 
Australia ; a t  this moeting the application h m  Fiuland end towards the close of 
the ycar, that from Austria wort, spproved. It is o p n  for Austria to  indicate her 
acceptance up to 31st August, 1948. Tho total number of lnembem a~ on 31st 
March, 1948, of the Fund and thc Bank wnu 46 each. The admission of the new 
member8 resulted in an incrosse in the authorized subscription to  tho Fund o~ 
on 29th February, 1948, to $7,961.00 million nnd the subcribod capital of the 
Rank nu on 31st March, 1948, to $8,263.20 million. 

Among tho issues on which the Fund was required to take crucial decieions 
during the year, the pmposel for develnation of the franc on the multiple curmncy 
principle by the Government of fiauce was the most outstanding. The two main 
aspects of thi8 proposaf more e redaction in the pnr value of the Fronch franc by 
44.444 per ceut involving n chngc in the dollar-franc ratio froin 119 to 214 and 
the introdliction of a disoriminatory multiplo currcncy practice entsiliug tho 
purchnao and sale of U.S. dollam and other convertible currencies et fluctuating 
rates in n h e  market tkd by one half ofathe export proceeds. Although the Fund 
tlgreod to the need for devalrtetion, it indicated that i t  was preparcd to concur 
in u dcvaluation of the franc to o more realistic rate which would be applicable to the 
txaritwotionr, in the currencies of all mcmbem of the Fund. It also disapproved 
tho French proposal to establish a convcrbible c m n c y  baed  on a systam of 
fluctuating exchange mtcs. The French Governrnont, however, decided to go 
forward with their pmpoaals Ihe Fund's objection8 notwithetanding, with the 
result that ~ukequently them wss no formally a p o d  p r  value for the h n c h  
frtbo. 

During the year, the Fund ale0 dofined its attitudo townrds the multiple 6u- 
rency practices of eomc of its mcmbtm, loid down general principles to  bo applied 
to specific pmblcma after discu~~ion with the mcmbem concerned, and requested 
thc membcru to maintain continual cor~vultation on such practices and to take 
steps for their climimtion whcre they were not necessary for balance of payments 
purposes. Following this amngoment, the Ckmornment of Ecuador requeuted thc 
oyyrovnl of the Fund for the impmition of a surchar e on non-essential imports. 
The Fund agreed to thia dovice, though for n ~Ilort perio%, aa it would have the affect, 
not only of limiting import demands but also of ourtailing the inflnted volume of 
currc~wy end credit. The Fund agreod to tho introduction of certain temportrry 
exchange arrangements by Italy after it wbs assured that the Italian Gtovemmont 
were fully in agreement with its long-term objective of ultimately establi~hing 



an unfettered exchange system. Thc adjustments which Italy had inetituted 
brought tho rate of exchangc of the lira to the dollar newer to the equilibrium of 
her internal snd cxterml price lcveln. The Chilean Government, in cousultation 
with the Fmd,  agreed to undertake a programme aimed nt the gradual ~impli- 
fiation of the esinting sy~tem of multiple exchangee. C& bed e d d y  taken 
s t e p  to orrivc a t  intcrnal financial stability as a pre-requisite to exchange stabi- 
lity. These attempts a t  adaptation of existing restrictive exchange pmcticea and 
exchange devaluation, together with tho sdoption by Frence of an exchange 
mechanism which hod bean objected to by the Pund, inriicnte the kind of difficul- 
tie8 that ham to be encountercd in rentising tlrc  fund'^ long-tcrm objoatives of 
exchange stability and the eliminition of exchange reatrictions. The Fund gner-  
ally a p e d  to the proposals of individual countriea in the hope that, by helping 
to balance their overseas peymontn in the near future, i t  would enable them, 
through them meeeures, to establish, in the long nm, a hmework of cxchange 
practices morc in comonance with the E'und's aimis. 

The Fund oonaidored the quwtion of preventing the extension of exfern6l 
gold tmnsactiona a t  premium prices, which generally involve a tramfcr of gold 
from centml monetary reservee into private hoar& and which might caeily con- 
tribute to the undermining of exchange trtability, and on 18th June, 1947, issued 
a directivo to all its membcrs to desist from international trnmactione in gold a t  
price8 above monetary parity and requested them to co-operato in the elimination 
of ~ u o h  transactions. Ae eubaidiee on gold production, whatever be their form, 
arc inconsistent with Section 4(a) of Articlo I V  of tha Fund Agreemont, the Fund 
announccd on 11th Dccembr, 1947, its policy in relation to  this, placing every 
member proposing to introduce new moaeuretl to eubsidize the production of gold 
under an obligation to  consult the Fund on the epecifio measures contemplated. 
In  vicw of this, the Cenadian Government consulted the Fund on their propoael 
for a subsidy on gold produotion and the Pund, aftcr examining the propose1 in 
tho light of its own policy, decided that the proposed action, do tah  of which 
are referred to in para. 8, was not inconsietent with that polioy. 

During the year, the International Rsnk for Reconstruction and Develop- 
ment started operatione as a bormwer and as e lender. The guiding principle 
governing its lending polioy has been the continuom empha~is on the rcquiremont 
that loam made By the Bank must be prodilative and must rclnte to well-dcaign- 
ed projects of rccontltructior~ and development, and yromim an incmauc in the 
level of indwtrial or agricultural output of the borrowing country. The proceed8 
of the loan must be utilised only for the productive purposw for which i t  L p n t -  
ed, and thc borrowing country must take cffectivo stepe, where nccelleary, to 
remedy any unsound monetnry or budgetary p r c t i c c ~  likely to threaten either the 
productivity of the loan or the pmepecb of its repayment. In choosing between 
several commendable projects, the Bank ha8 encouraged thwe which promise 
the greatest increw in productive output in thc shorte~t posaible time. Up to 
31st Maroh, 1948, elcven countriee, viz., Chilo. Czechoslovakia, Denmark, France, 
Iran, Italy, Luxembourg, Mexico, the Netherlands, Poland and Yugosbvie op- 
plied to the Bank for loam. A credit of $250 million by the Bank was extended 
to the Credit National, a semi-public corporation in France, created in 1919 to 
w i e t  in b n c i n g  reconatrudion and development of the Frunch economy. The 
loan, which b to run for a period of 30 years, will pmvidt, Frenoe with a modern 
steal strip mill, locomotivee, freight cam, ceml barges and commercie] sir-plenea 
for metoring the transport system, and coal, raw materials and mmi-proceseed 
metals for industries. The Kingdoms of the Nctherlanda and Denmark and the 
Grand-Duchy of Luxembourg were granted loans reapeotively of $196 million. 
$40 million and $12 million. Luxembourg wee granted the equivalent of $2 million 
in the form of Belgian hncn .  These loam ere deaigned to Bnnnce essential im- 



~ m r t ~  like machincry and other capital goo& for induntry a8 well ae for sgricul- 
t m .  The three loans will run for a period of 26 yeem. The intercst mtc oharged 
by the Benk on all the loena is 3) per cent. In addition, tho Bonk will d ~ o  oharge 
a commisnion of 1 por cent on all the loam annl~l~Uy to be set aside in a special 
reeerve fund. Excopt in thc caso of Luxembourg, repayment of principal will 
atart after the expiry of five yearn. Thereafter, capital repyruenta will begin a t  
r moderate rate and increaae gradually eo au to emure oompltrte repayment of 
the loam by the due dote. Luxembourg, however, h e  agreed to  begin nmorti- 
zation paymeute in July, 1949, providing for retirement by fiml maturity in 1972. 
An intemstuy providon in d l  the loan agreements is that tho RnnL ~hould be 
mgiilarly euppliod with information mgarding tho oconomio uituation and develop- 
m e n t ~  in the borrowing oo~intrieu nnd th t  continuous consultation should be 
maintairred between tho Governments uonuerned and the Bank on financial and 
aconomic rnrrtters. The first loans which tho Bank approvod in thc development 
ficld. apart from tho lonns for reconstruction of war-ravnged territoriee referred 
to above, am two loam ta Chilc totalling $16 million. One of the loam ie for $13.6 
million for hydro-electric development in C u e  end the other for $2.6 million 
is for the purchase of ~b~ioultural  mwhinery. Both the loans are to be guaranteed 
by the Chilean Government and are in accord with the objectives of the h n k .  
The first loan carries an interest rate of 34 por cent and runs for a torm of 20 years; 
amortization paymonts will begin in tho sixth year eo aa to r e t h  the loan by 
maturity. Tho ~caond loan anmes nn intcreut rate of 28, per cent and is for e term 
of ~ i x  years and a heIf. -b in the case of the other loam, the Benk will charge R 
commissiol~ of 1 per cent annually t u  be set aeide in a s p i n 1  reecrve fund. 

Tho Bnnk ~ c n t  a fact-finding miasion to Polond to obtain genord infometion 
aud conduot tcohnionI s tudic~ of tho economic and finemiel situation in that 
country in conueotion with her applicatiou for rr loan. Mieeione were dm uent to 
Brazil and the Philippine ltepuhlic, in eccorhnce with the policy of the Bank 
of kecping itself informed of econo~nic and linancial dovoIopments in member 
coiintriea. 

Apart fiom thc Vnited Statcs, which consented to the w e  of the whole of 
her pid-up capital for lcnding pnqmuca, and Belgium which consented to tho ex- 
tension of R loan for $2 million in Belgian francs out of her paid-up capitnl, none of 
the othcr mombers has given approval to  the Bank for tho ueo of its capitol amount 
for lending purpoaos. In tho immcdietc fiitnm, therefore, the B e d  will b v e  to 
obtain fundn fhm private investors for its operatione. In July, 1947, s t o p  were 
tnkon and an  o£fer wan made for pilbliu tlubeuription in the U.S. markat of two 
aeries of bonds at par, viz., (a) au baue of $100 million with a maturity of 10 years 
hearing inhrcst nt 24 per cent and (b) anothor issuo of $160 million with e ma- 
turity of 25 yc?am hnring internst a t  3 pcr cant. De~pite the d i n c o u r ~ g  inter- 
national political and raonomio sitnation, the Bank's h n d e  were heavily over- 
uubcribed. The confidence of inveatoru in these bonde wae particularly strength- 
e n d  by the faot that these were guaranteed hy the uncaUed 80 per cent of tho U.8. 
~ubscription to the oapital stock of the Bank. The U.S. Treasury Deprtment 
hw ruled that intercst on bonds of tho Bank paid to non-resident aliens or to 
foreign corporation. not ongngcd in trade or buuinees in the United States ie not 
unbjcct to Federal inoome-tax. It is contemplated that, in future, aa world oondi- 
t i o ~ l ~  improve, obligatioas of the Bank will be sold in the marketa of other 
oountriee dm. 

16. MONETARY, PAYMENTS AND FINANCIAL ABREEMENTS 

During the ymr, the United Kingdom cntcred into rnoneta,~ and financial 
agreements with a largo number of countrien for the twin purpose of extending 
the area-over which ~terling is acceptable in payment for ourrent treneactione 



alld settling her external financial claims and debts ari~ing out of the war. In 
f u l h e n t  of the obligation to make current sterling receipte multilst~mlly con- 
vcrtible, eunumed under the Anglo-Americrsn Financial Agreement dated 6th 
December, 1945, the Unitcd Kingdom set up a sy~tom of Traneferable Accounts 
to which adhesion of oountrice wee sought hy meam of monetary and other 
agreement8 providing for their acceptance of sterling in payment for current 
trcrmactiom nnd for the tmderability of their oursent ~terling rctcoipte. Such 
provieions were made in the agreements concluded with Italy, Spain, Norway, 
Finlend, Cmchoslovakie, and Sweden. According to the agreements ~ 5 t h  Notway 
and Sweden, the limits for the mcipmcal cmdits wcro fixed a t  S5 million or equi- 
valents in Norwegian and Swcdish currencies respctivcly. I t  was also provided 
that h'orwrsy should maiutain a balance of about £20 million in sterling up to 
30th April, 1948 and that Sweden ~hould maintain up to 3186 December, 1949 
ti minimum bthnce of S26 million. In the cwe of Italy, transferability was restricted 
to the arnol~nt by which the balance in her No. 1 Account exceeded $10 million. 

T11o agreementh concluded by the United Kingdom with Egypt, India (vide 
ptlra. 37) and h q  in renpcct of their accum~~latod sterling btduceu generally 
provided for the setting up of No. 1 Accountn of them countries with the Bank of 
England to which were credited tho agreed e~nounts of mlcasos from the accumu- 
Int,ed beclanma together with the current sterling receipts and the bdanccs in which 
wero made avctilablo for payment for c i ~ m n t  tramtlctions in any currency area, 
cmd No. 2 Acoounts in which the reminder of tho balmws wacl irumobihed. The 
amounts equivalent to  the value of the approved net capital movemenhe from each 
of these countries to the rest of the storling area (tmd to the 8brling aroa in the 
cwe of Egypt) or v i a  wrea wore to be tmnuforrod from No. 2 Acuounte to  No. 1 
Acoountn or vice versa. me: agrocment with Egypt which wae for a period of six 
month ending Thcembor, 1947 provided for ;L. relaa~c of E8 miUioa, in addition 
to a working balance of £12 millioa for meotinp; any lumporary defioit in her 
halance of payments and a further rcloase equivalent in amount to confirmed 
sterling credits olitstanding a t  the timo in the nameR of Egyptian importom. 
Egypt and the Anglo-Egyptinn Sudan tllso left tho sterling ares. The agreement with 
India for tho same period provided for e mlcasc of $35 million and a working 
balance of f-,,O million. Iraq with which an agreement wm ~igncd to cover a period 
of five yeara, was granted arelease of ?LlEi_rnillio11 of whioh an amount not oxmading 
£4 million wau to be lwloased in each of thi? first two twelvo-monthly period8 follow- 
ing 15th Jaly, 1947 a d  tho mmeinder in three cqunl a w u d  in~ttrlments between 
filly, 1948 end July, 11152. Other minor releases includod the equivalent of sums 
paid on or after 15th July, lU47 by thc Jraq Government in rcpaymcnt ofedvances 
made to hor by the, Traq Petroleum Company, a working babnco of f2 million 
and a special m1etwe of $6 million intended to facilitate for the Government of 
Iraq the tmnsition to the new emngemenh. 

With the suapertsion of the ~onvertibilit~y of sterling into d o l l a ~  from 21st 
August, 1947, the fmmework of the United Kingdom's external financial relntiolm 
required to he modified on a new baais tlnd hor ngreemerib with certain countries 
were therefom re-negotiated with thc object of li-miting the drain on her foreign 
exchange resources. The agreement ooncluded with Rclgium in h'ovomber. 1047 
raiscd the balence of sterling which ehe was prepared to bdd h m  S6 million to 
£27 million. This modification and the removal of Belgium fmm the Tmmferabh 
Sccounta Croup appoared to have been necessitated by the persieting favourable 
balance of paymentu of Belgium with the sterling area. An intereeting provieion 
of this agreement waa that Belgium undertook to use part of her balances in 
atexling ae her currency mserves. According to the freeh agreement negotiated 
with Sweden, no limit waa placed to the holding of oach other's currency till 
30th April, 1948, between which date end 30th December, '1949 the limits wore 



to be. £8 million or  it^ cquivalcrnt in Swedish kronor. On 3 1 ~ t  December, 1949 
(or on 31st Deoemher, 1948 in the event of the termination of the agreement between 
1st May, 1048 and let October, 1048) the limits were to bo reduced to £5 maion 
or ita eqnivolcnt. Each of thme apemonte provided that a reciprocal oxchange 
guarantee should cover the currency of each hold by the other and that the avail- 
ability of eterIing c~~rrcntly earned for paymonts for current trancraotiom ont~ide 
the sterling area and tho respective monetary aroa uhall be a matter of agreement 
het.amn the two re~pectivo lnonetary authorities. In nn agreement with Iraq for the 
period 1 5th July, 1047 to 30th June, 1948 which ww dosigned to modify the yrovi- 
uiom of tho  previous agreement in roupeot of the free evailbility of sterling iu her 
No. 1 Account for payments in any cumnay ame, the United Kingdom undertook 
to finnnco any halancc of pnymonts deficite which might ariae between Iraq and 
certain hard currency territories (including blgian and Portuguw monetary 
orcae), while Traq in turn agreed to m~trict  her commitmente for payment.8 in 
reapct of ourrent tmnaectione to L988,000 betwoen 1st Octoher, 1947, and 30th 
June, 1948 with the Belgian monetary area and to about $4.3 million with the 
other ~pocified territories during the ~ ~ e r i o d  of the agmement. Agreements were 
txlw entered into with the U.S.S.R. and Poland providing for the eettlement of 
the payments between t h e ~ e  conntrics and the nterling area in sterling and for 
tho availahility of their ourrent sterling rcceipte for payment0 out~ide cwh of 
them and the ~tcrling area only as may be agroed between the monetary authori- 
ties of the United Kingdom and the renpective coantry. A trade agreement W~UI 
a t  the snmo time uorrcluded with tho U.S.S.R. providing for short and long-term 
programmeN of imports and exporte bctween tho two countries. Othcr trado 
agrcoments entered into were those with Swcdon, Switzerland and Belgium, 
them hing largely to cnmm that the rentriction of t-heir exports to  the United 
Kingdom and their wiIlingneua to nccept larger importa from thc United Kingdom 
woi~ld facilitate the balalme of paymcntn adjustment6 hetween tho  United Kingdom 
nild thew conntrice. By an exchangc of Ict;ters between the (hvernmcnta of the 
United Kingdom and Portugal, Portugal was removed h m  the Transferable 
Accounts &up on 12th December, 1947. 

Early ~ I I  1048, further agreements wcm concluded in respect of the accurni~lated 
~terling baltznces with Egypt, hd ia ,  Pakistan and Argentina. The agreement 
with Egypt w w  extended to bo in force-till 31st Deocmbar, 1948. The release for 
1948 was to bo E21 million ; in addition, a sum of £11 million wan provided to 
~npplement the working balance of El2 million granted earlier. The nterling in 
Egyptian Tramfenblc Accounts was to continuo to be available freeIy for pay- 
m e n t ~  to the sterling area ooi~ntrica and other countrie~ with Transferable Accounb ; 
while agrceing to seek to enaarc its availability to the widcat p s i b l e  extent for 
puyme~lte to othcr currency area8. tho United Kingdom had promined to provide 
Egypt with a Rilm of £6.25 million in United State8 dollare against sterling. The 
United Kir~gdom n l ~ o  agreed to nell to Egypt agaiwt transferable sterling gold 
of the value of abont $4 miUion needed by hor to meet the gold commitments 
ariaing from her irlcrea~ed qnot@a in the International Monetary Fund and inoreased 
r~ubrrcription to the International Bank for Reconstmotion and TJovclopmont. 
The fimncinl agreements with Indin and Pakisten, which covered the fimt half 
of 1948, provide for h e h  mlcaaes of £18 million and $6 million reepectively of 
whioh £10 million and f3 .3  million will be convertibIe into dollars. While the 
working balance of £30 million previou~ly granted to India wee to bc. carried 
forwmd, I'akietsn wae grantod a similar working balance of El0 million. I n  term8 
of the a p o m e n t  conuluded with Argentina, the Argentine Government hss 
undertaken to ~llpply to the United Kingdom certain essential food-and-focdstuffe 
of a total value of £110 million while the United Kingdom will faoilitete the supply 
of coal and petroleum producte, steel end certain categorim of capital gooh to 



Argentha. With a view to comoting the persistent favourable balance of pap- 
~ncnts of Argentina with the United Kingdom, t b  Argcntinc Government agreed 
to give prcfcrcnce to supplies from the Cnitcd Kingdom in its purchesea end 
to accord most-ftsvowd-nation tmatmcnt to imports from that country. T t  was 
also agreed that tho k e n t i n e  Government would grant during 1948 prior exchange 
prrnits of the value of SXO million for the import from the United Kingdom of goo& 
previously rostrictcd. Tho United Kingdom agreed to mako an advance payment 
of 21 10 million for the specified imports in order to facilitate the completion of 
the sale of Rritifih-owned railways in Argontinn. A revaluation guarantee was 
granted to the httlar~cee in the B account with the Bank of England, similar to 
the guarantee on A account for thc pcviod ending 3186 Mernh, 1949. An a 
datcd lGth July, 1947 rcbting to the nne of accumula to r f '4 tb~~  ba Tment nces of 
l:r~~guay for the purchase of certain British aasctn in that country was ratified 
on 12th February, 1948. According to on agreement concluded betwoen the 
United Kingdom and the Nothcrlrrnd~, the wartime debt8 of tho latter due to 
tho former are to bo scttlcd by the payment of 20 equal annual instalmenta of 
about S2.37 million each over the period 1st March. 1948 to  29th February. 
1968. Provision is made for the postponement of thcse payments in the period 
prior to 28th February, 11153 in the event of a dctcrioration in the external financial 
ponition of the Netherlancls, on condition, however, that the repayment of the 
outst.anding balances shall bo cffcctcd in equal wuts1  inetalments starting not 
laLer than 28th Fobrunry, 1954 and cndbg on 29th February, 1068. 

Tho a p e m e n t  concluded with the Uuion of #oath Africa in October, 1947, 
which doea not corlform to any general p t t c m ,  provided for the p n t i n g  of a 
go13 loan of £80 million to thc Unitcd Kingdom which is to be rop id  in gold 
a t  the oncl of thrco ycnm ( n n l e ~  othemim agreed upon mutually). The rate of 
interest on tho loan was agreed a t  orlc half of one per cent pcr nnnum. If, during 
the period of tho ban,  the gold rewrves of the IEesomc Rank of South Africa 
threaten to fall below the etatuto~y mir~irnicrn of fSAI00 million, the lJnited King- 
dom is required to 111ako anticipatory repayment with tho object of ensuring the 
mctiutenmce of the romrvc:s a t  that lcvcl. The Union of :South Africa ie now hereelf 
responsible for any dcficit which she might have with hard currency oountriee. 
Thc Unitcd Kingdom h n ~  pwmhed to purchase from the Union in each of the 
next three years a t  least £12 million worth of certain pmoen~ed foob, preserved 
fruits and wince. The two Govcmmcnts a l ~ o  ilndcrtook to oxchange information 
on thc movemcnt of capital fmm the TJnited Kinpriom to the Union and to take 
mcaqume for tho prnvention of euch capital tmmfcrs as are not deemed to be in 
their mutual interests. 

16. INTERNATIONAL CONFERENCE8 
During the year, a majority of the international conferences mleted to t-be 

sl~hjcct of food, indkctting tho high priority as~igned to the problem arising 
from continued world shortego of food during the greater pert of the year. The 
International Emergency Food Council met ill Washington in m y .  At this 
meeting India'e delegate pressed our case for largcr allocations and delivery of 
foodgrains before Scptcmbor to enablc tha country to evert a threatened dis- 
aster. In t.he ssmo month, the World Conference of Agrioultural h d u c e m  was 
held a t  Hague, which stmesed, bmong other thinge, the caw for a closer 
integration of the agricultural propmmee of the various nations with a viow to 
~ccuring p e t e r  stability of world prico levols, enfiuring food producte, wherever 
they wero in sxcoss of immcdirrta effcctivc domand, against heily converted into 
non-edible foo& and preventing scarcities in some commodities and s q l u a a a  
in othcm. Of apecia1 interest to India was t.he meeting of the Rico Study Qroup 
of the Food and Agricultural Orgt~niation held a t  Trivandrum from 16th Nay 
to 6th June; t h i ~  Conference drew up the agenda, and prapared the m8terirl 



for tho proposed Rice Co~$erenue which met on 1st March, 1948 a t  Raguio end 
deaided, inter alia, on the oroation of an international committee of ~cientiste 
and technicism to improve the world'e ricc crops. Tlic Special Cemale Conference, 
which met in Paria on Qth July, adopted, a t  the imtanoo of the Indian delegation, 
a re~olution on intensification of procurement of cereals and pmvention of intor- 
national pmGtoering in foodgrains. This wat3 followed on 26th August hy the 
Third Annual Confcrence a t  Geneva of the Food nnd Agricultural Org~nination, 
which unanimot~~ly decidod on 1 l t h  September to establilrh A World Food Council, 
consbtirlg of Cflvernmcnt ~pokaemon. to roplaco the Executive Committee of 
tho F.A.O., and to take over the funotion~ of thc Tntornational Emergency Food 
Council. The newly comtitutd World Food (:ouncil hdd its fimt mccting on 13th 
:September and met again on 4th November when it appointed two cornmittma, 
one to deal with immediate probloms involvod in securing food eupplien from 
suqlua countries, in maximising outp~it  of mrcol~ ond minimising non-human 
consumption of cereals, and the other committee, of which India was elact~d as 
a member, to deal with schemes of production iu the various countrice end to 
deviee suitable monet~ms for implementing them by seuuring the neceesary technical 
pcraonnel and material. At  thc Tnt3crnfbtiollal Wheat Conference, which wae held 
in Washington on 28th January, 2948, proposals wero lnsde by Britain for an 
Intemat.iona1 Wheat Agreement (sincc conclr~dcd) which were eupported by 
India ; tho five-year agreemer~t 6igned by 86 nation8 inc111din.g India and relea~ed 
by the Intcrnntionel Wheat Coumil on 6th March, fixes the maximum and minimum 
prices in reepect of whcat cxport,~ of about 500 millioa buehele annually from 
tho United Statce, Canada and Ao~tmlin. Tllc cciling thua fixed ie t2 per buebel 
but tho floor price of $1.50 per buahel in the finst year (i.e.. 1048-49) in to be 
reduced by 10 ccnte every year thereafter. The agreement., which i~ auhjeot to 
ratification by the Govcrnmcnts concerned, will come into fome on 1st Augu~t,  
1948. A nrention may sL.o ba mado how of tho Sixth Intemtrtional Conference 
of Agrioulttual Eoonornifits held a t  Dovon fmm 28th August to 6th September. 
att.ended by roprosentativea of 20 colirltrie~ inclilding Tndie and of the second 
eession a t  Baguio on Nth Novc.nlher, 1947 of the Economic Commission for his 
and the Far Emt (appoinbcd l a ~ t  year by the V.N. Economic and SooA Council) 
which adopted o ni~mbor of resolutions, among other things, on the collection 
of information, fwilities for thc trnining-of administrative and techuical p e r ~ o ~ e l ,  
initintion of atudiee relating to measures for the agricultural rehabilitation of 
them  region^ and tho oompilation of statistiu~ in the various countriee concerned. 
The 17.N. Socialwand Ecoliomic Conncil met in New Pork in July, and approved, 
for inolu~ion in the age~ldit for tho World C~nfcronce on Prem and I~dormation 
(since hcld), Tndia'~ y r o p o ~ ~ l e  for preventing ~artelizot~ion of nowe ngcncics. 

The 30th e e ~ ~ i o n  of tho b~ternationel Labour Confcrence opened on 19th 
June, a t  which the rielageto from India dmw atlention to the far-reaching chanpe 
which were taking place in t h i ~  cotmitry and in Asia, and argued the owo for a 
rogionnl approach to  the sol~ition of the problorns in backward countries trith a 
view tr, i~nproving the productivity and living standard of workers. The same 
cRse was aho cmpbasised a t  the Preparatory h i a n  Regional Canfomnco of tho 
International Labour Officc on 27th October, which is of epecial intereet to thia 
country as it wae held in Kern Dolhi and waa opcned by India'e Prime Minister. 
The Confemnce accepted the report embodying thc resolution on social eecurity 
submitted by thc Committee on ,Social Security and also passed, ilPter alk, e 
resolution stressing tho prnmount need for further inte~lirification of the work 
done by the I.L.O. in the Aainll sphere and, in particular, for securing to the 
h i a n  sea-famm proper conditions of living and work. 

Other imporfant conferences relating to trndc. MI well as tbo mactjnge of the 
Internationel Monetary Fund and the International Bank for Reconatrnction 
and Development are referred to in pame 9 end 14. 



PART II 

mm 
CURRENCY AND FINANCE 



INTRODUCTORY 
The year under roview wilI go down in Tndie's history as the most momentous 

one having w i t n e d  the emcrgence of th& country as e free and independent 
nation on 15th Augunt, 1947. The parlition of the ao~intry into two Dominions, 
namely, Inclia and Pakietsn, howevcr, brought in its wnko a host of problems 
whioh bccame the major yreoconpation of the authorities of tho two new States, 
who a h  inherited the no leas extaperating problems of reoonversion and etabili- 
aation left over by the war. 

17. Padition.-Tho partition uut aoross the oconomic unity of India built 
up through over a century, tho Indian Union's poaition, aa compared with that 
of Pakiatm, being rendered ~trongor in roepect of induetriel production wd 
mineral reeonrces but weaker in rospoct of raw materiels liko juto and cotton 
end egricultuual resourcee, particularly food-stutra. An regards thc ocono~nic 
and financial issues ar ihg  from the partition, the Partition Council, which was 
mt up immcdiately following the deohion on 3rd June to divide the country, 
appointed a numbor of expert committees to work out the division of the meets 
and liabilitie~ of the undivided Government, thc nrrangemente for the manage- 
ment of coinege and currency, and the economic and trcldo roletione between the 
two States. Apements  on somo of 'theee Leues only could be roached by 16th 
August, tho more compliortted ones being left over for further oonsideretion and 
for reference, in case of disagreement, to an Arbitrd Tribunul. Moat of theae 
isauee, such as tho allocation of the publio debt, tho vdnation of the railways 
end the divilrion of the assets of the Reserve Bank of India, howcvor, were settled 
out of oourt by 10th Decamber, 1047. Pending final settlement of tho long-range 
fi~cel, financial and economic relations, the two Dominions, epeaking broadly, 
decided to maintain sfatus 4160 during the period euding 31et March, 1048, 
nubject to any ageemont8 on apocific issues that in the meantime may 
be concluded between them. These Standstill Agreements related to, among 
otheru, the freo movement of trade, B oo-ordinated eystem of import and exohange 
controls and a common currenoy aptem managed by tho Reserve Bank of India, 
while aa regards the publio debt of the undivided Government, the initial liability 
for ell outetanding obligations as on the day of the partition ww taken over by 
the Tndian Dominion, subjeot to a settlement later with Pskietan. 

Unfortunately, the developments ~mmediately following the partition led 
lo an outbreak of widespread oommunal disturbances in the northern part8 of 
the oountry, especially in the h n j a b  and thc North-West Frontier Province. 
The mtree migration of minorities from one Dominion to tho othot and the strain 
i t  i m p &  on the financial and administrative machinery throatencd, for a time, 
to pardy8e economic activity, throwing d other iseuee into the background. 
The crieis, however, wee averted by the prompt aotion taka by the Government 
of India, in co-operation with tho neighbouriug provinces and States, to mobihe 
all available m u r o e s  to help the rofugess by providhg food and shelter and 
generally by misting them to restart on useful caroers in their new surroundings. 
With a view to providing financial msietanae expeditioudy andon ro88onable terms 
to diepleoed poreone to  settle in bukess  and industry, the Constituent Aasembly 
(hgielative) p a e d  on 2nd Jdrrrch, 1948, the necessary legislation t o  create tho 
Rehabilitation Finanoo Administration which will work as a semi-autonomous 
body in cloee co-operation with the Central and ProviuuiaI Governments and 
b h s ,  but will be finenoed and oontroUed by tbe Central Government. 

18. GeaetaZ Economic 8i.tuatiolr.-The third year otter the war found the 
oountry still in the meshee of economic m&djustmenb. The pmgre8B of reconver- 



sion slowcd down, the general economio eituation ahowiug signs of further 
deterioration, pnrticulmly during the latter half of the year when the difliculties 
prenented by the urgent problems of stabiliaation were aggravated, 8s said boforo, 
by the still more urgent problems ari~ing from tho partition. The economic disorder 
that ensued, although attributable in part to causes of world-wide import, auch 
aa the dollar shortage and rieing prices, was aggravated by the uncertainties 
political and other, thet immediately preoeded and followed the attainment of 
independence and whioh, it1 the peculisr uiroumstancee of the partition, had a 
definitely unsettling effect on the economy of the oountry. Thus, the process of 
return to normal pcncstime conditions WRR impeded by allapeme, over tbo greator 
part of the yew, pending the formulation hy thc Dominion Government of policiea 
suited to the genius of an independent India, yartioularly in regtlrd to industrial 
entorprim and tho financial and monetary set-up, by the di5uultitte experienoed 
in their cfforts to  bring about i=a laI)oor-capital rapprmhcmd end by the jolt 
administered to the county's finnncinl and businoss mechanism by tho fact of 
the partition and the disturbances that followed. This rosulted in a gonorrrl lack 
of confidence leading to elements of instability as mfloctod in tho tronds in sham 
valuee and the general price level (d, Table 13) and in tho further fall in 
production, while rising productiou coltts in the face of declining output, 
couplcd with highcr Govarnmentd outlays, mairlly as a result of the partition, 
served as the two main factors fnrthor aggravating inflationsry forces. This is 
reflected in the indices of note circulntion and prices both of which rogiatered, 
dnring the latter half of the year, marked inoreases oomprahle to  those of the 
war period. Jndeod, the eituation became ]nore complioated by the emergence 
of oxtonsive pent-up demand, inmasos in wages and sdaritm, and the Government's 
policy of dewntml. To them may he added nnothor factor, uiz., the re-imposition 
by the Government of a more restriotive import policy, particularly from July. 

19. I d u d r k l  Production.-As remarked earlier, industrim1 production 
coutinued to be hampered partly by the laok of ooddenoe engendered by the 
political and oconomic uncertainties and partly by the virtual non-availability 
of machinory and atorcs, shortagc of raw materials, diffiC~ltieS of transport and 
the frequont diaputes botween labour and capital. In these oircumstanoe8, the 
Tripartite Induntriee Conference held in December, 1947 considered thc problem 
of l&bour-capital relations a t  length and adopted, inter alia, an important resolu- 
tion calling for a thrcc-yonr tnlcc betwoen capital and labour and providing for 
thc creation of a comprehonsivc machincry (sinco created in May, 1948) for the 
study and determination of fair wages and  condition^ of labour and fair romunora- 
tion for cnpital. Other meaRures taken to ~ t e p  up production and in particular to 
rentore the incentive to  industry included (1) the grant of tax concessions to 
induntry in the budget for 1948-49, (2) the sseuranues given from time t o  time 
by the tluthorities of their intention not to  reverse their oheap money policy but 
to  comolidato the gains hitherto made in that direotion and (3) the passage by 
the Constituent A~lscmbly (Legislative) on 13th Febnlary of a Bill to estbblish 
the Indugtrial Finance Corporation. 

20. Food Situation.-The food situation which had been oausiug grave 
anxicty throughout 1946-47, took a turn for the worm cmly in the year under 
rcviow. With procurement not yielding setisfadory remlts deepito renowed 
efforts and the imports fiom abroad not oomiug up to expeotations, a grave ~ t a g e  
was reached by August, neceasibting further drwtio cuts by a number of provincea 
in their already attenuated acales of rations. The food oriaie entered its grimmeat 
stegtt soon aftor thc partition of the country, threatening to  lead to s breakdown 
of the entiro eyetcnl of rationing, which since it8 inception in 1943 had been 
extenclod to cover ns many aa 171 million people by Augwt, 1947. The Government 
thereupon appointed early in September the Foodgrains Policy Committee and 
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announced in December their rcvimd food polioy, which was one of progressive 
decontrol, based mainly on the above-mentioned Committee's intorim recornmenria- 
tions, tho more important of uphioh included ( 2 )  complote decontrol of' all cereals 
exoept rim, whoat, maim and millets and all pul~es other than gram, (2) gradual 
curtailment by Provincial Govoments of their colnmitme~lte in mgard to  controlled 
distribution and rationing, (3) an inuream not oxceding two Np6eB per maund 
in the procurement prices of controlled foodgraina and (4) early termination of 
Goverument'a reliance on importe. Thc provinces comme~~ucd implementing the 
revised policy, the measure of rclaxution adopted by them varying from province 
to province. They d m  pureurd vigorously the Crow-More-Food campaign, while 
the Goverrimont of I n d i ~  took prompt &tops including tho negotiation of agree- 
ment~ with the Governmanta of Australia, &pal and Yakiston for increased 
supplies of foodgrains. T)uririg the closing months of tohe year, with the general 
improvement in the world food position, the situation in India nlao seemed 
to ewe, waisted partly by larger imports and partly by tho wholehearted 
co-operntion extended by surplus aroae in making evailable larger qnautitia 
and thus enabling the Centre to raiec its allocations to the deficit area. In order 
to raise internal yrnduct.ion, apart from the measures taken to initiatc the Rhort- 
term Five-Year Plan which  ha^ as its target the produotion of an additional 
four million tons annually (vide para. 20 of Imt year's Report), the Govornment 
of India also made a begiming during the closing monthe of thc year in the 
dircction of implementing their long-range plan by giving cancretc shape to some 
of the multi-purpoac river projects which con~bine irrigation, hydro-electric 
power end navigation. Thus, for example, the Damodar Valley Corporation Bill 
for the development of the Damohr Valley in Bihar and Weet Bengal (vide 
para. 19 of last yew'e Report) wus paseed on 18th February, 1948, while earlier 
in Novemher the Govornment of India end the Government of Orissa deoidcd to 
implement tho Hirakud Project on the Mahmadi river (the work on which 
commenced in April, 1948), the former agreeing to grant loans to  the latter to 
cover the capital costa eetimated a t  Rs. 47.81 croree. Bfcntion may a1m be made 
here of the dccision of the Gavurnnicnt of India to continue the echeme of advance 
grhnts to the provincee aq announced in 1945, subject to their &greeing to spend 
from their own resources on equivalent aruount ( vide pare. 47 ) for prosecuting 
thoir development plans, a majority of which arc cdoulated to augment the 
agricultnral wcalth of the country crud contribute to thc consummation of the 
ultimate goal of self-~ufficionoy. 

11. PRICES AND TRADE 
21. Price Tretuls in Indin.-Tho rbing trend in thc gencrol level of prices 

gathered furthor momcnturn, particularly during the lattcr part of the year, reflect- 
ing the contitiued increase in the inflntio~jrrry preesure hl the economy. This situation 
appeared to be the outcome of scveral economic forces. Money eupply (comprising 
rupee ooinn, notes and bank deposits) tended to remain more or less stable dilring 
the first half of tbo year but epurtcd up  sharply during the sccond half. This had the 
effcct of further angmonting the cttwh brtlmcos of in~titutions and individuals accu- 
mulated during the war period and primsing against limited snpplica of currently 
produoed goodn. Although the Government had almost bolanood their revenue budget 
during the year, a ebeble deficit in their capitol budget appeared to act ae 8 contri- 
butory factor. On toy of theec, there was an overall decline in agricultural end indue- 
trial produotion. Estimated production of foodgrains in the Indian Dominion includ- 
ing Hydcrabad which averagcd 43 million tone in 1942.46 dropped to 40 million tons 
in 1947. 'l'he output of major industries, auoh as jute manufactures, cotton textiles 
cement, paper, matohes and chemicals indicated a decline from the previous 
year's levels. This was attributable, apart from the inadequaoy of raw matorids, 
oapital equipment and transport, to civil dieturbancee, particularly in the North, 



end il~duetrial unrest, tho latter havuig affected d m o ~ t  svery i~~duutry m d  trade 
iri the country. The au~nbor of i~tduetrkl disputcn rvbc Cfuni 1.033 in 1.946 to 1,811 
in 1347 involving tb 108s of 16.6 millio~i man-dayn an ibgc~inst 12.7 ~nillio~l in tlw 
prcviou~ year. tigaitinrt LJlh  bnckground of ducli~~e ill production, aggravated 
further Ly ~wst~rictions 011 in~ports i~eccnsitnl~ed I1y tho gap in lhc col~atry'a axter~ial 
paymenb8, i~lcrnitsav in s:clsl.ice a11d wagcu L.v ~uvot part of 1.110 rime ~ I I  Clle oost. 
of livi!tq itllowerl by 11riv;tts c!nLerpriclc eupported in certain caaea Ly tho award 
of incl~~rrt~rial co~~r t~u  or~d by the Oovernmcnt, llad (he elTecL o i  illcrcaeillg purchaaitlg 
])uwcr ittl4.I rtcc.cntr1nting iuflntionary fomen. AN tho continuance of oot~tmlrr, apart 
fro111 t,l~o adl~ii~iist.r;ctivr. defeota in their working, tondod Lu perpetuat.~ condi- 
tions of rulahive acitrcity, catwing in turn the pricen of tho controlled commnditien 
tso riso, t4hc (:ooernment, in odor  to taukle this viuiotln oirclc, ~ r ~ n o u ~ ~ i i e d  towa.1d8 
tho clouo i ~ f  1047, aa remarkcd h e h c .  tlloir ~~ol ioy of gradual deoo~~t~rul III regard 
to fwdgra.ia,: ; oiwliur thc Govurnnlol~t 11it.d fmed puleen aucl nuytlr ti.c-)~n l~roduut~ivt~ 
atld di~trib1lt.io11 c01~11'01n U J I C ~  1itt.0r dc(:o~tI;roIIcd c01~to11, cothu cIo~~I I .  :&lid ynr11. 
!tIoreover, thoy reviecd in thc upwortl diruct.ion tile controlled prices of a t m l ,  
netnvllt ctnri coal conncqscub on iaoroawd conts. 'rhene mearrure.lc appearad to 
~ t l d  to the already high inflationary presrrurv iu llle ooononly, ~ltllough in the 
lot~g rill1 it IYU ai~Li(;i[)~tcd that the flow uf hoardod gotxiae to the market might 
rctitorc t l ~ c  Lalouce between rlen~luid and  upp ply. With e view, however, to swnring 
thc maxim~rm po.rsil,lc i~lcreanc in indnstriel produution tv cou~~tor  thc inflationary 
Iiwocm, (.hi: (:over~~rl~ct~t ntuutnoncd ill Ikc:enlber, 1047, l c t ~  lurllwtricrs Couibrullcc 
co~\..;ist.i~lp of roprc!:icntutiven of tho Uovonu~~ent; cirpit11.1 aultf In bour fi)r tliscur;ni~lg 11 

soherno of central pleu~iing ~f ba~ically important iaduefries. 'L'liu Cvnforenoe 
fixcd productiou liargetn in regard to importtult indu~trien and fiirtller rcoommend- 
ed thc uctti~ig up of a Central Advisory Council, a PrioriLy Board and iL Pla~uiiag 
Cornmi~nivn or Development Uoerd to nuperviac and oxecute the set-erol nchorue~ 
decided upon. Tt a l ~ o  adopted e resolutiol~ callillg up011 labour t~lld ~nanagon~~ut .  
lo maintain illrlutltrial peace and avert loukoutn, ntrikcs or go-ulow taction during 
the noxt three years. The .CorLfereuce further reoomrnendod the fullest llrc of' 
indnutrisl courte and arbitration tribtulels, the formation of contral, regiorial and 
unit production comrnittccs for the det.ermiui&ion of fair wages for labour and 
fair remuneration for capital and the corlstilutio~l of works committees in all 
ttndertakii~gtr for settlement of day-to.da-y  dispute^. In addition, with a view 
t.o reducii~i consumption experiditure and incentives to producer8 
for cnhunccd ~roductioxl. the Government in thoir b u h o l  for 1948-49 inomascd 
the ex&e duty on consi;mer good*, nuuh eae tea, co~ee,-matcho~, cigmttea, ct.c:. 
and granted n nleaeure of rcliof to indu8tlty by mducing the R~lsinose l'mfitn 'l'tax 
uud the Cuyital (.hinu 'l'ax. 

'L'he Eoonolnic Adviser's index numbcr of whobade price8 (General Purpose 
Series) whioh had stood ctt 293.2 a t  the cnd of 1-6 year (vide Statement II), 
rose ~harply to 342.3 by k'ebruev, 1948 cloning, however, for the year a t  340.7. 
Except for occasion$ reoeesiuns, the r i ~ e  in the gonoral love1 of prioes was cant-i. 
nuous, tho rato of increa~e having been wccleratad during the laet quarter of 
the year. The mrurimnrn rim during the year WILI~ recorded by tho food index 
which hed rieen by 60.9 point8 from 288.2 h Naroh, I047 to 847.1 in Mmh, 
1948. Manuf&otured artiolm which r~tood a t  324.5 a t  the end of the year recorded 
an increaae by 53.6 poklts over the previolrs year-end level. Industrial raw 
~nateriele and semi-manufactured articles which advanced respeotively to 397.7 
and 285.8 in March, 1948 showed increase6 of 34.8 and 36.0 points over the 
correeponding levels in the previous year. In contrant, the upward trend in the 
lniscollaneous group 11oticed during the last q u ~ r t e r  of 1946-47 was reversed, 
the index reoording a fall by 41.1 points by the oloae of the year owing mainly 
to a, fall in the prioes of tobacco leaf, epioes and aondiments. 



The Bombay omt of living index (vide 8tatement I) averaged higher a t  288 
during the year an compared with 252 and 228 in 1948-47 and 1945.46 
respectively. The t~pwerd trend n o t i d  aince the oloee of l& year continued 
till September, 1947 when i t  roeahed the peak level at 285. Thereafter, mainly as 
b result of a fall in the food group, the index declined sharply to 258 in January, 
1948. Towarda the olose of the yetar, the index again rerrumed its upward move- 
ment following the inoream in the clothing, fuel and food groups. The aowmpany- 
ing graphs depict the twnda in the series of index numbere of wholede prioes 
i~sued by the Economic Adviser end the Bombay wt of living. 

22. IndM'u  Bdamc of Trode in Merehudk.-The movements in the mmd- 
ed foreign eea-borne trade during the year oontinued to be mainly influenced by the 
extarnion or relaxation by the Government of import and export trade oontmle. 
In viow, on the one hand, of the growing defioit in the country'e belancrc of trade, 
particularly with hard ourrenoy oountriea oaused partly by the continued heavy 
imports of food on Government account and pertly by the arrive1 of oonsumer 
end other goods in eubetantial quentitiee and, on the other, of the neod to wnaerve 
the limited foreign exohange rearnee for the import of more easentid gooda like 
industrial raw materials and capitel goods, the Government tightened furthor the 
import control measma. The canoellation of Universal Open Generd Lioenoe 
No. VITI in Maroh, 1947 was followed up in May, 1947 by the abolition of Open 
Qenerd Liceno~s Noe. I and 111 applicable to importe from Ceylon, Portuguese 
Poseeaeione in India and aretarr adjacent to tho Innd h n t i e r s  of India, and by 
the replsoement during the name month of Opcn General Licenoe No. VII covering 
over ninoty items of goads from the Britieh Commonwealth oountria~ in the aterling 
area (excluding the Union of South Afrioa) by 8 fresh Open General Lioence 
No. I X  covering a limited number of items. However, with o view partly to 
avoiding any impediment to the flow of trade and p&ly to enabling trade inter- 
esta to meet their oommitmente ontared into with foreign firme, tho Govenment 
permitted the free importation of go& mentioned in the canoellod lioences up to 
30th June, 1947 and in some instonoes through notificetione issued eubsequentiy, 
extended the validity of the original licenoee in the fimt instanoe up to 30th 
September, 1947 end later up to 31et Deoember, 1947. Capital gooda, for which 
ordem had been laoed far in edvance of the delivery datae, were socorded a apeoial R treatment end t e lioencoe for their import were extended up to  30th Juno, 1948. 
Owing to the revalidation of liaenoee extending over a fairly long period, the 
effects of the tightening of the import aontrole were not fiilly refleoted in the 
import values until the fourth quarter of the year 1947 up to whioh they 
aontinued to be a t  o high level. 

After e oompreheneive review of tho operation of import t d e  control8 
introduced early in the year, tho Government e ~ o u n c e d  their new policy on 
3rd July, 1947 for the shipping period July-December, 1947 which broadly 
claaeified importe into three oategories, viz., free, reetricted and prohibited. Food, 
capitel goods, oertnin raw materiale for indntltry and aeeentiol oonsnmer goods 
were allowed to be freely imported, while raw materiels and aoneumer goo& 
whioh were not sbmlutely esmntial were to bo limnned only up to certain monetary 
values. Luxury items numbering over 200 were placed on the prohibited list. 
Towards the doee of 1947, in view of the prevalent dollar shortage, the Govern- 
ment abandoned the polioy of non-diemimination wgarding the n o m a  of importn, 
which had been &.feature of import control and for the period January-June, 
1948, drew a distinction betwoen dollar and non-dobr muroee of supply in the 
admini~tmtive orrangements for licensing to bring the imports h r n  the dollar 
aourc8e under more rigorous oontrol. This re~ulted in a broad clamiiioation of 
imports into (a) thorn licensed freely from doller and other hard currency countries, 
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(b) thoee licerued froely from sterling area ar~d other soft- currency countries, 
(c) thow limned only up to certain monetary rdueu from either. hard currency 
countries or soft currency countrieu and (d) those which had bee11 prohibited from 
a11 sources. Owing, however, to a slight improvement in tbe sterling exohange 
resources, control over import8 from tho sterling area, was relaxed to a limited 
oxter~t in January, 1948 through an enhancement of the monetary wikng 
on certain ihma. Furthor, in acoordance .with the .principle of bringing aa far as 
pos~ible all imports within the purvicw of-the revised arrangemeate, Open Oeneral 
Licence No. TX was cancelled with effoct from let January, 1948. Following the 
termination of the Stendstill Agreement with Pakistan on 29th February, 1948, 
a new Open General Licence No. X wee introduced with a view to oontrolling 
importe from the Dominion of Pakistan also. 

In purnuanco of the policy sdopted by the Government in November, 1945 of 
relaxing progreasiveIy control over exports, oonsistont with the domestic require- 
ments, there was a further libordieation of export controle during the year under 
review. Free exports of all varieties of raw cotton wore allowed during the period 
June-Novomber, 1047. In  view, however, of the loes of h e r  varietios of ootton 
on account of the p~rti t ion of thc country md the incronaed domestic coneumption, 
control over exports of large varieties of cotton, both modiurn and long-etapb, 
wee re-impoeed. In  respcct of commodities, such as jute, juto manufaotures, oil- 
needs, oils and uotton piocegoodn, controls were, however, retained on account of 
the disparity in the world domand for and supply of these commodities and alao 
of the neod to dircct supplies to areas from where food purchatse~ wore largely 
made or to build up tho country's dollar reeerve. The overall quantitative limits 
operating on the oontrolled exports were raised as far as poasible, as 
in the case of the export quota for cotton piecegoode, whioh for the half year 
January-J une, 1948 wan fixed a t  200 million yards as againet 300 million yards 
for the full year 1947. Groundnut exports whioh during the greater part of the 
previous year had been banned were ollowed Co a sizable extent during the year. 
Besides the liberaliaetion of quantitative reetrictions and deoontrol of many 
commodities, price controle in respect of verioue commodities intended' for 
export wero removed during thc year, the only exception in this regard being 
cotton piecegoods sent to Au~trdia,  East Africa and Sudan in viow of the agree- 
ments with thoso oountric~ for supplios of food and raw cotton. I n  one respect, 
however, there was an extension of export control which wae neueenitated by the 
decleration of Pakistan as a foreign territory with effect from let Maroh, 1948. 

The long-term commeroial policy of the Government of India continued to be 
one of co-operation with other netions (with the exception of the Union of South 
AErica) in bringing about an expansion end n balanoed growth of world trade con- 
&tent with the developmental needs of Ihe oountry. The Lndian dolegation played 
r notable part in the prooeedhgs of the eeoond acseion of the Preparatory Com- 
mitteo ou Trade end Employment at Geneva and eucoeeded in seeking modilica- 
tions of important artioles in the draft ohnrter suoh as ArticIe No. 12 relating 
to foreign investments. I n  the absence of detailed exceptions provided to this 
article, the principle of most-favoured-nation treatment embodied in the draft 
charter would have euabled established foreign enterpriees to ohjeot to certain 
deeirable meanurea calculated to give special treatment to national enterprises. 
Although the Indian delegation wee unnuccouaful in seouring the recognition of 
the rights of member countriee to employ quantitative rentrictions for protective 
purpoees, i t  was mainly responltibIe for incorporatiry: other major amendmente 
in Artiole 13, which, in its amended form permite member oountrioa to employ 
t d s ,  subject to  the conourrence of the propoeod International Trado Organizk 
tion, for domoatic developmental p u p e s .  The Indian delegation aleo took a 
leading part in the proceedings of the International Trade Conferenae a t  Havana, 



who'h W~LB in 8e6b1ox1 from Zlst November, 1047 t.o 24th Allercl~, lUP& cclld whlcb 
after long delibercltiom fiualised the clrarter. One uembcr of t . 1 1 ~  dclcgubio~l was 
eieoted ae Vice-Chairman of t,hc Iutcrncctiond l'radu Orga~riai~tir.lrt 111t.erirt1 Col~r- 
mieeiou. lndio hs aLo hcen reprcsontad on the Execlrbi~cr I'lc~;rr.tl tvhiol~ a;/:, 
eleoted by the Interim Commiesion. 

l'he totd value of the forcign trade of India ((111d t'akl~tl~u), i~cuordi~g to 
the preliminary figwen (vide Statement I11 ) reached a rocord total of Ru. 889.10 
crores during 1947, repremuting n rise of uearlj 4U 1,or ce~rt ovr:r tltu previui~n 
y w ' e  luvol a t  HH. 622.09 croreti. While exports ou privitto account rose by 35 
per oent from b. 304.85 c row to Rs. 410.48 crores, imports rcc:orded R relatively 
Iwger riee of 48 per oent from Rs. SGd .86 trrorew Lo Rs. 393.88 crores. 0u thc ot hcr 
hand, exports on Govar~lment acoowt roae irom RR. 0.36 cmrc to Its. 14;. 30 orom, 
while import8 deolined slightly from l t ~ .  51 . t 3  orores to RH. 18.73 crorcs. As a 
mult ,  the unfwourable bslance uf trade (both 011 private n11f1 (:ovenrtncr~t 
acoounte) rose from Re. 10.07 c:rore* tc) Rcr. 16.64 r;wms. 

23. UirecCivr~ of Tra& vn Priuatc Adcourt4 (Btelucliru~ H~I! . I~)OI~ .Y) .  Tht, ~ ! . C U I I I -  

paying Tablo ehowa the more important changes in the direolior~ of India'n t r ~ d e  
and the balanuo of trede (uxcluding re.oxports) w ~ t ~ l l  irnpurlul t cou~~triew aud 
groups for the t h c e  ywm 1986 Lo 1!)47 tbt~d wruyam thunl wit11 Ishe pre-w\.nr 
poitiou in 1938. The uutstandu~g fcatwu.os of lndiw's trsdu drrri~rg 1047 wetrc the 
oruergence of an unfavourehle trade balance with tho Unit~ti St.ntcs of America 
a r ~  against e favourable balanue in the prvviooz, ycar, the rcht~rrlp~iorr t,l~ougk nli 

it smaller rrcale of trude 1.elntions with cerlxin b:i~~upca~~ uu1111t1-ie~ which IYPI'C 

cut off during tho war, the roaliwciliut~ of 8 nr~bstantiul favo~u*al)lc: t~alancc of trade 
with the Commonwealth countriee as agn.intlt a, small deficit ill t,llc j>rcvbuh )our 
and tLc continnanw of the dcficit with the. CTuitcd Kingdurtl O ~ I  ; I  nlunil ~c;clc. 
Although the sharu of Lhe United Kingdom in rwyecl of im1~ort.k rowo fro111 
Rs. 100.80 crores in IWfi to Rs. 118.23 orurea, their pr~port~ioa to t o k l  ilnportx 
deolinod from 38.4 yor oent iu 1946 to 30.0 por cont during the year ~ulder review. 
The value of exports t o  that oountry, however, reuorded 8 suhstsntial rine by 
Rs. 39.44 orores b Hu, 109.48 urore,r, the porcer~ttrge of expor.trj to total evporth 
alno risiug from 26.2 pur cent Go 27.5 pur cct~l. 4s a rcuult, the* larpr. trade dcficrt 
of Rs. 30.84 orores iu the yrcvionn year was rcd~iced lo RY. 8.73 ororus (lt~rit~g 
thc p a r  ulldcr review. The downward trclld in the favourable Lrede I ~ ~ ~ ~ I L C C ~  \vltll 
Cn11atle and dur~tratia   lot iced during csrlier yCibl'8 wea revcrxud d u r i ~ ~ g  the yeor. 
\Vbile the velue of import6 from Australia at l3e. 10.13 crorcd reu~crinctl alntoat 
crt the eame level w in thc previous year, cxporta nearly doubled from Its. 11 .06 
croreu lo Re. 21 -70 omres, reeulti~lg in a eizoble export eurplu~ of Ite. 11 .57 croreu 
ttrr ag&inst Ks. 1 .A1 urorcs in l(146. Owing to a larger riee in the vcllne of cxyorts 
Lo Canada than imports from that oountry, t'here wae a eubstantiel irnprovcnle~~t 
in the favourable balance from RN. 8 hkhs to Rs. 2.59 croren. 'trade with Burma 
showed a rapid riee during thc year, the favouwable balance with that country 
improving from Re. 2.86 croree to Ra. 3.27 crore8. The f8voureble halaucc of 
trade with Ceylon, howevor, ehowcd a fdl  by K.8. 38 l&ha froln Its. 0.70 orornh 
hl 1946 mainly on account of a larger fall in exports than in imports. 'I'redc with 
the Union of South Africa declined to negligible levels as a resuit of tlte continuirtg 
cco~lonlic senctiom rrgainrrt her. 'l'he ))nlance of trade with the Co~aruonwcsltl~ 
countries as a whole was favourable by Kn. 22.73 crores 6 6  against the a d v e l ~  
halancc of Rs. 8.20 crore8 in tho previous year, the proentagtr valuc of irnportn from 
the Commonwealth countries 8howi.q~ a duclim from 56.8 to  4t5.1 per cent-. IIL con- 
tratit, India clevelopcd a, large adversc trade balance wit11 the United Slete~ mainly 
aq .u result of tho sharp increme in imports from that country. Thus, while exportn 
to the United Stetea inoreased from Rs. 70.07 croree to Re. 76.42 crorea, import8 



TABLE 14.-DIRECTION OF SEA-BORNE TRADE (PRIVATE) OF INDIA AND PAKISTAN.* 

(In lakl~s of rupees) 
1938 1915 1848 1 947 

7 - - - r  1 my-- 
Exporte Belrnce en port^ Beleocc Exports Balance Expurta Bdance 

hporte (emcluding (excluding Imports (excl~~diug (excluding Imports (excluding jexr:luding Imports (excluding (excluding 
m-axporta) re-exports) re-exporta) re-exports) re-oxporte) 1%-exports) re-exporte) re-exporb) 

I. BRlnsn C O ~ I O N ~ T E  : 

1. United ICingdom 
Pvcentage .. 

2. B u m  .. . . 
3. Ceylon . . . . 
4. .~4ustralia.. . . 
5. Canada . . . . 
6. South Africa . . 
7. Other countries . . 
Total Commonwealth 

countak 
Pwmuags to ToLd Tmde 

21. FOREION C O U I ~  
I. United Stafes . . 11.41 13,43 + 2-02 71.06 50,70 -10,36 46.41 70,Oi +23,W 1,13,47 76,4? --37.06 

Pacentage .. 7 .4  8.3 . . 29.9 23.2 .. 17.7 2.5.2 . . 28.8 18.2 . . 
2. Japan . . .. 1458 14,53 - 1 . 05  . . . . . . -. . . . . 5 91 + 80 
3. Egypt . . . . 2.60 1931 -1.29 17,98 2.98 -1499 I2,63 3,36 --10,27 18.69 632 -13,37 
4 . h  .. .. 3.41 66 - 2,715 51.30 1,29 --50,01 26.57 2,65 -22,92 26,29 3.78 -22.61 
6. Other F o r e i g n  

countrias . . 32,64 J6,05 + 14.01 7.14 32,99 $26.85 28,813 61.50 +32,70 Q,67 1.07.80 +54,13 

* provieional fisares. 
t Tho diacrep.noY between t h ~  fkures and the figuros aa showrr in Statement 111 an peg- 128.9 is due to the non-r'eveipt or'roviscd liguree role- 

ting to the country-WIW &str~bution of trade. 



roHe more than proportionately from Rtr. 46.41 crorw to Re. 113.47 orores, with 
the result that the export eurplus of Let year of Rs. 23.66 orores was converted 
illto an import eurplue of RE. 37.06 crorcs. In  addition, trade balancee with 
Egypt and Iran continued to be unfavourable, the total deficits with these countries 
amounting re~peotively to Rs. 13.37 croree and JtB. 22.51 crorea. This, however, 
was to some extent offset by the substantial favourable balances realised in respeot 
of " other foreign rrountriee", which inoreased during the year from Re. 32.70 
crorea to Re. 64.13 croree. 

24. Currency-wise Diutrilulion qf lnd iu '~  Trade.-ln tho absence of multilateral 
convertibility of the world's curreuoies for current  transaction^ in the poet-war 
period, an analysis of the distribution of India'n foreign trade cleseiiied according 
to the prinoipal curroncy areas bocomes eignificant from tho balance of payments 
tmgle. The nocompanying Table ahown the direction of India's foreign trade on private 
account during 1947, wcording to the mein currency bloou. It may be noticed 
that while India had rr largo favourable balance of trade with the sterling area 
and the rest of the world, shc developed a trade deficit of Re. 10.59 ororee with 
the hard cunenoy countric~. This oovered import aurpluees of Re. 30.8ti orores 
with the United States and Dependencies and RR. 7.73 crows with Switzerland 
aud net cxport swpluaea of Rs. 27.99 croree with the rest of the hard currency 
oouutries. If account is taken of the import of food by the Government from 
the80 oreae the overall trade deficit with the herd currenoy countriee might 
indicate a larger figure. 

25. Tariff Board.-There was a chimp in tho perl~onnel of the Tariff Boerd 
dtuing the year. Following the rosignation of thc President in July, 1947, the 
transfer of one member to New Delhi and the exerciee by two others of their 
option to servc in Yakistau, the Goverumsnt of J n d i ~  rcconutituted the Board 
with e President and two mcmbem for a pcriod of thrce yeam from November, 
1947. In  addition to ite primary taek of investigating the chime for protection 
or ansistance of industries referred to i t  from time to time by the Government, the 
reconstituted Burrrd wan entmllted with two more functio~m, namely, (i) to report 
to tho Government, a i~  and when required, on the factors which lead to  an increase 
in the ooste of prodriotion of Indian manufcrctured good8 as against importod 
articles, and (ii) to advise the Government, RR and when required. on rnerureres 
whereby internal prodt~ction might be ~ccared on the most eoonomioal basis. 

At the commencement of the year, thc Board had under its coneideration 
applications from 19 indu~triea and the Government roferred to the Board, during 
the year, appliations from two more industries, nrmaly, Expanded Metal and 
Bobbins. Of these, the Board uomyletcd its investigation and submitted r e p o h  
to tho Government in respect of fourteen induatrica ; the Government, however, 
published their final ordew on the following thrco industries :- 

(i) Alloy Tool and Special Steels. 

(ii) Rubbor Manufaotures (genoral rubber goods). 

(iii) Cotton Textile Machinery. 

The Government aooepted the major recommend&ione of the Boardin regard 
to theso three industriee and initiated the neooeaary Step8 to  implement them. An 
regarda Alloy Tool and Special Steels industry, the aotion tnken by tho Qovenl- 
ment included the levy, up to 31st &oh. 1949, of a proteotive duty of 30 per 
cent ad &em on imports of epeoid rteels of Britieh manufacture, the duty 
on non-Britieh eteel boing adjuated ecmrding to the term6 of the Indo-British 
Trade Agreement of 1939 and the fixation of fair eelling prices for the various 



TABLE Y6.-4URRCNOY-Wl8E Dl8TRIIUTION OF THE TRADE (IN PRiVATL MICRCHANDIIE) OF INDIA 

AND PAKISTAN, 1947J. 

(In lakhs of rupees) 

Ares or Countrim knportm Expo* Re-exports Tobl Exports Blhnt, 

I. 4rnLmo An-* . . . .  . . . .  
Percatamgo . . , . . . . .  

If. ShBU cuEBaxa~ Comrrarmet .. . - 
Pcr~aJ0B6 . . 
United states' .md jdepe&ncieu. . 
Pwcankaqe . . . . . .  
Other Ameri- Amount ~ountrieii 
Belgium . . . . . .  . . 

. . . .  Switzerland . . . . 
Argentina . . . . . . . .  
Bnzil . . . . . . . .  . . 
Others . . . . . . . .  

nI. Rssr or TEE C o m a  . . . . .. 
I .  

. . . . . . .  9 F~P~M.. 
I . . . . . . . . . .  
NetherLen& . . . . . . . .  
CzechodovnLi. .. . . . .  
Arabia .. .. . . . .  
China . . . . . . . . . .  
Others . - . . . . . .  

* Indudea all Ekt* Commonwdtb countrien (excepting Cmnmdm, N e w f o u n w  and the hglo.Egyptian 8uden) t-br with m, Iceland. B-a, Palestine and Fmxa. 
t m k e  all the ~ountria~ of the North. 8outh sod Central America (excepting the European -om). Philippines, Balgian 
ma- e, Por~ugussa monetary uee (excapting pomedma in India). 8witrerlmnd. Bwsdan. J a w  and Joint U.K. end 
V.8. Zone m -y. 

S Xndude Mexico. Cubs, Guetemela, Honduran. Nies-, Coda R i a  P a m e ,  Haiti. Dominiam Republic, El Salvador, 
Vmscwh, C0l-b. Ecuador, Pm. Balivie, Chile and Philippinee. 

(b) Tbs diwepmey between thir a d  ths 6gum as shorn in Statarnmt m on pe~as 128.9 ia due to the non-reoeipt of 
reoieed 8gm% relating to the countrp.wire dbtribution of trade. 



kinds of steel, subject to re-examination by the Board towards the close of 1948. 
The Govenlment also agreed to give an assurance of protection to the industry for 
the period ending 31et Maroh, 1950. Two other remmmendations of the Board, 
relating to t.he continuance by the Government of import control on steels up to 
31st March, 1949 and the orderly diupoeal of the Glovc?mment stocks, as also thc 
refund of duty on future imports of machinery by tahe industry were still under 
the consideration of the Government. Ae regarcis R.ubber Hanufacturos, the Oo- 
vcrnment agreed with theBoard that a comparison of the fair sclling priccn and the 
landed coat of the vnrious items indicated that there wau no nced for pmtection to 
the indusbry for the present, pmrt~icularlg as the local producers were able to com- 
pete with the importers offectively in respect of mod of the it.ems. In regard 
to t-he Cot-ton Textile Machinery industry, as the Tariff Board could not offer 
any recommendation, owing to the non-availability of data on domostic costa 
hccauae of the negligible volumo of prodi~ction, tho Government authorised the 
Hoard to hold a fresh enquiry in 1948 after the industry had attained a s~ifficient 
vollrrne of produotion. 

TWO other iaeue~ referrod to the Board during the yem related to the investigs- 
tion into the  price^ of uotton cloth and yarn and steel. Following the deoision to 
iniplement tho Standardization Scheme regarding the ~llanufaotura of cott,on cloth 
mid yarn, thc (+overnment entrusted the Board with s comprchenrrive ct~quiiy 
into the  rotton text-ilc industry. The terms of reference included, inler d i n ,  (i) the 
a~cerlainment of the cost of production and fair ex-mill pricon of the variou~ types 
of cloth ltnd yarn, (ii) the adjuetments to he effected in thcm from time to time, 
c~nd (iii) the measure6 for ~ocuring the co-operation of labour for incrowed produc- 
tion. 'J'hese tarme of refcrenoe were, however, curtailed later when the Govern- 
uicnt decided to adhere to a policy of decontrol in regard to cotton cloth and 
Fan). Aceording to  thc revir~ed terms, the enquiry was to be confined to an asseas- 
mont of the coat. of pmdnction and fair ex-mill priue~ and the formulation of a11 
appropriate method for making adj~llltments in these price8 from time to  time. AS 
regards reanonable pricea of steel, the Government ooneidered, in view of certain 
new facts brought to their notioe which had not been taken into account by 
the Commodities Prices Board in rojccting thc r.ec(uee1 of the utcel induutry 
for an increasc in prices, that the question shollld be agein enquired illto by 
19he 'I'ariff B o d .  Tho~c, two enquiries, however, were pcnding with the Board. 

26. Trade Agreen~cntcl.-Notwithstanding the partition of the country, the 
economic interdependence of the two new Dominions, particularly in the sphere 
of tradc, made i t  incumbent on both the Governments, pending the negotiation 
of long-term agreements, to ensure tho free flow of goode betwecn them. An expert 
committee conui~ting of members from both the Dominioris cxsmined the question 
in all its bearings end on the ba0ifJ of i ts  ~.ecomn~endations, s Sta.~idatill Agreement 
was signed by the repreeentativos of India and Pakistan covering the period 
ending 29th February, 1948. It generally provided that no departure from the 
~tatzcd quo in regard to import and export controle and customs tariffs ~hould be 
medc by either Government without mutual coa~ultetion. Pursuant to thin 
agreement, the Government of the Indian Dominion ieeud a notification on 1nt 
November exempting the oountry'a trade with Pakistan from the purview of 
the regulations governing imports end exports. The Government of Pekistan, 
however, in Nevember, 1947 lovied e duty on exports of raw jute to India over 
the land frontier equivalent to thc duty on exportn by soa. Following this measure 
the Government of Indie declared Pakistan to be e foreign territory with effect 
from 23rd December, 1947 for the purpoeo of lev? of cuatoms duty on the export 
of raw jute and jute m&nufecturee from India to Pakistan, without prejudice 
to an amicable long-term settlement between the two Dominions in regpect of 



aU matters affecting the free flow of trade between them. Following the termination 
of the St~ndstiU Agreement ou 39th February, 1948 Pakistan was doclercd a 
' foreign territory ' and with effect from 1st March, 1948 Indie's trade with Pakistan 
was brought within the ptlrview of regulations imposed under tkc Tmports and 
Exports (Control) Act., 1947. 

India was one of the signatories to the Trade Agreement concluded a t  Geneva 
during the year between twenty-thrcc nations for reoipmoal reduction of tariffs 
ancl preferences. -4s a resdt  of this t,rccaty, India's export t r d e  in specified coni- 
~nodities, valued a t  Re. 48 crorcs on the batlitl of 1944-43 figures, woulcl benefit 
from co~~cendom extended by other countries, while conoeasions which India in 
tilrn offered covered import itcms valued at Ra. 31 crorep based on the same set 
of figures, The principal commoditie8 in respctcl of which  concession^ have beol 
offend to India inclllde jute and jute ruanuhcturcs, cotton manufactures, csr.hcw 
nuts, mica, shellac, coir matting,  ports goods, carpets, spicee snd condiments, 
essential oih, tee end tobacco. Tho conoassiom offered by India d a t e  to a 
rcpre~entative range of goods, including milk aud milk producte, canned food, 
fruit and vegetables, chomionls, drugs and meriiuinefi, coal-tar dyea, mrtchii~ery 
[hpcified classes), nlotor cam and taxi-cabs (reduotion of prcfcrence only), radio 
receiving sets and t8rensmittertl, typewriters and othor ofico machinery, optical 
instrumcntw, ran1 wool, fertilisertl, domestic rcfrigerntors and refrigprating 
n~trohincry. The principles governing tthc offcr of them mutual ooucessionx were. 
" that they :uu, demonetra.t>ly in the interests of the national cconomp. they 
nhould not relate to products whiolt ale proteckd or likoly to receive protection 
clliring tho ncxt three yearn tlrd they ~hould not ren~l t  in an excessive Inqs of 
rcvcnnc." 

'I'mclc rclntions with Japan, Houmania, Bulgaria nnd Germer~y were reuumed 
daring the year. Delegatio~l~ were nent to Japan and Chmany with the ol,jcct of 
~ecaring from the former ovbton textiles and yarn ;tnd textile macliiner?- iir 
exchange for raw cot.tolt itud from thc lnt-tor capital goo&. An induatrialiht was 
alxo d e p r ~ t d  to  Moscow wiLh ir vicw t,o exploring the po~sibilitiefl of de~eloping 
t r d e  in ch~emicsl fortilisorx, gcncral rnerohvi~disa and dye atoren and also of 
mcuring food importu, espeoially wheat. Two tredo delcgationa, one from Bi~rrnn 
and another from Egypt also visited India during the year. 

Ill. BULLION 
27. Pmdfrction oj  ((:old nful ,4ilvcr.-India'# ni~tpnt of gold, which hnd been 

steadily declining dltring the  war (vide Table 7), ~.ccorded en inareaee in 1047, 
thc estimated pmduotion ri~ing to 171,690* ouncas valued a t  Rs. 2,92,48,429 
aa comparcd w'ith 131,775t ouacen valued a t  Rs. 3,48,80,251 in 1'316. The wartimc 
decline in the  output of ~ilver waa aleo wrested in 1947 (vide Tablo 9) 
prodnotion being pleced ;tt 14,749* ounccs vahied at Rs. 61,724 as agaimt 
en output of 9,8217 ounces valued st RR. 40,692 in the preceding year. The 
Dominion'e share in tho total world output of gold as well aR silver, however. 
remninecl v i~~tud ly  unohnngcd a t  respeutively 0.7 per cent n.nd 0 .O1 per cent. 

28. Pricc T r e d . - - J n  1!)4(i, following thc partial relaxation of the contmlh 
in regard to the import of precious metals, tho Indian bullion market had to an 
extent shed it8 wartime insularity. But the re-imposition of restrictions on 
6th Iferoh, 1947, meant the ieoletiotl, once again, of the Indian markot from the 
rest of the  world. Despite the inflow of some imports from time to time 
i~nder licences issued prior to the ban, thr quotatione in the Bombay bulliort 

- -  - - - --- - - . . - - - - - . 
* Pmvimonal. f Revised. 



market ruled higher than in 1948-47 during the greater part of the year under 
review in case of silver and throughout 1947.41) in case of gold, which touchcd an 
all-time peak of 128. 117-12-0 on 20th June. The average price for tho year worked 
out higher a t  Rs. 108-0-4 for gold and Rs. 166-1 2-6 for silvor, as against RB. 101-1 -2 
and Rs. 162-4-10 respectively in tho proccding your. There were ocoeeional 
setbacks, for exnmple, from the middle of Xey to the end of July in eilver and 
from the cloee of August to  the laet week of October irr cave of lo th  nilver snd gold, 
following heavy idlux of supplies of both the rnatelr~ as a ms111t of conditions srieing 
from coniniunal ciisturbwcee in parts of Gho country. During the nhove-mentioned 
period of deoline, the fall wetl more marbd  in silvsr,Silyor.nl%o nu@tedp shgrp . . 
mo~sion  in February, 1948 but etagcd a  mart rally thcnnftcr meulting in a 
rnpid recovcry by tho cnd of tho ysur. Despitc thcsc setbncks, the undertone of 
the market in both the metale remained bullish, owing to the operation of o 
number of bullieh factore, including roprte of the growing tcnajon in the 
international political eituation, thc pntlsngr! hy the Constituent heembly 
(Legislative) on 20th Novombcr of tho Finance hfinister'e Bill for further tightening 
up the ban on bullion imports imposed under the Yoreign Exchange Ragulation 
Act, 1947, the introduction on 22nd filarch in the Comtituent As~cmbly 
(Legi~lative) of tho Edtute Duty Bill and ronewod nlmours regarding potlsible 
dovaluation of ~t.erling. 111 the renult, tho spot priccs of both fiilver and gold 
oloeed subatlrntiaIly higher for Ihe year a t  Re. 169-12-0 end RB. 111-12-0 
roupectivcly as again& Its. 104-8-0 and RR. 103-4-0 a t  the end of last year. 

A point of special intereet was thc suspcn~ion during the major part of tho 
year of official forward trading on thc Bombay Uullion Exchange. The ceiling 
prioee fixed hy the authorities of tho Bombay Uulliv~i Exchange on 10th Marah, 
1947 (referred to in the h e t  year's Heport), immediately following the impuition 
of the bar1 on bullion importe, were withdrawn on 10th April, 1947 by thc Board 
of the Exchange acting on their own. The Merchants' Committeo's disagreement 
with the Board's decision and the subsequent issue on 18th April by the Bombay 
High Court of an Order prohibiting the Board from cnforoing t h e i ~  deoieion of 
10th April bro~~gbt about a doadlock, as a rc~n l t  of which, forward tmding came 
to e virtual Rtanhtill and rcmoined suspended from 12th h y ,  1047 to 26th March, 
1W8. During thie period, private forward tranwctions on a fairly large ecale, 
howover, continued to he reported. From 26th Maroh, 1948, in term8 ofan 
agrecmcnt bctween the Board and the Merchants' Committee, o5ub l  forward 
trading wns rosumod undor a now contract on a fortnightly baeie. 

During the year, the queetion of controlling and regnlnting forward 
trading in bullion received the eerious attention of the Government of Bombay 
who, in pursuance of tLe objwtive, appointed n, Committee of the Provincial 
Cabinet early in May. Thc Conlmittce in their Report dated 6th Fobruary, 1W8 
reoommcndcd, inter dia (1) that thc hvernmerlt of Bombay should take action 
to apply to the Bombay bullion mnrkete, the Bolnbay Forward Contracts Control 
Act, 1047, pesed in November, 1047 ( oide para. 73 ) and (2) that only one 
Aemaiation in the Bombay City should be rccognieed, preferably the Uomhay 
Bullion Exchango, subject to an agreement by that inetitution to effect certain 
ohongee in ite oonstitution on the linee of the East India Cotton Assooiation 
(which has been recognised under the above-mentioned Act 8s the only haocintion 
for the purpoRs of forward trading in cotton). The Committee alm recommended 
total abolition of "optione" and the adoption, by tho Exchange, of rule8 relating 
to trading h o w ,  liuensing of brokers, etc., on the linee of the East India Cotton 
heooiation. The Bombay Governmont havo aocepted these rooommendatioae and 
h v e  accordingly celled upon the Bombay Bullion Exchange in April, 1048, 
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to reorganize itself before June, 1948 on the linee of tho above-mentioned 
recommendations. In oaee, however, the Exchange doee not suooeed in its attempt 
before the end of June, tho Government of Bombay, i t  is stated, would themaelvcu 
take nooeeeery aotion to form a new Association in consultation with the three 
bullion markete in the Bombay City, vie., (1) tho Bombay Bullion Exchange, 
(2) the Marwari Chamber of Commerce and (3) the Tukda Bazaczr. 

29. Pricc of add.-The Table below ~tbowa tho highost, loweet and average 
 price^ of gold in Bombay for each of the  ten yearu 1938-39 to 1947-48. 

SPOT SETTLEMENT 
Y ~ u  c A 7 r 4 -.- - 

Highset Lowest Average High& Lowcat Avemp 

(a) -0i.r Forward Trading remained ruependad from 12th May, lb47 to 26th March, 1948. 

Statement IV shorn the highest, loweet and averego prices of gold (spot) 
and of soveroign~ as also tho eetimated average stauks of gold in the Bombay 
market for each month of the year under review; trende ia tohe spot prices of 
gold and eilver during the years 1926-27 to 1947.48 are shown in Statement V. 

Statement VI ehows the weekly movomenta of spot prioes nnd mtocb of 
gold end silver in the Bornbaybullion market dnring the year. The accompanying 
graph shows the trends in spot pricee of gold and ~il-er sinoe the beginning of 
the war. 

The gold motion proscntad a iirm' front during the greator part of tho 
first quarter of the year under review, owing mainly to the ebsenoe of any sizable 
arrivals from abroad. Ready gold, whioh had oloeod laet year a t  Re. 103-4-0, 
spurted up to Re. 109-12-0 on 26th April, 1947 and. nftor a temporary reeotion 
to Be. 107-8-0 on let May, moved up again rapidly, touching a now reoord level 
of Rs. 117-12-0 by 20th Junc, 1W7 aa against the previous year's peak of 
Re. 111-0-0 roached ou 25th May, 1 N6. Followiug a eharp deoline in the Now 
Yotk and London Treasury prioe~ of ~ilvcr towards the alose of June, s n  emy 
foeling appeared to have eet in, whiah oontinued up to the end of July, the chief 
oontributory feotor boing a marked fall in o&ke in reletion to errivab. Ready 
gold declined &om Re. 117-12-0 on 20th June to RB. 110-12-0 by 4th July and, 
after n temporary spurt to RR. 113-8-0 on l l t h  July, dipped baok to RR. 107-14-0 
by 24th July. Thereafter, for about r month, then, was a revival of buUieh 
enthusiasm baaed on expeotations of e broadening of demand, the break of the 
drought mnditione having removed the apprehemions entertained earlier of 
threatened famine conditions. The market fluctuated both ways in an upward 
trend, the ready rate improving to Rs. 112-7-0 by 22nd A u p t .  From the close of 
August, however, e meeeion wt in mainly on dietrees eelling from 
di~turbed arms. Othor contributory faoton, included tho n o w  from 
reported deoieion by Britain for the sale of a pert of her gold reserves for covering 
the defioit in the country's balance of payments and the announoement on l l t h  
September by the Government of Bombay of their decbion to introduoe legiehtion 



for the regulation and co~ltrol of fomard trsdiug in the stock, bullion a l ~ d  commo- 
dit,y marketa. The ready rate, which had lnovcd up to Rs. 112-7-0 on 22nd Auguet.? 
declined uteadily t.ltereaft.er, t'ouching the lowest level of the p a r  a t  Re. 95-14-0 on 
14th Octolxr. :I recovery foHowed, the chief hullieh factors being frequent reports 
of the growing tension in the intornational political situation, rumourtl egarding 
the Pakistan Government's concern over the uteady outflow of bullion from that. 
Dominion into India and the introduction in the Constituent Aasernb1-y (Legi~lative) 
of a Bill to amead the Foreign Exchange Regulation Act, 1!M7 with a view to 
frlnher tightening up t.he ban on imports of gold and silvcr into India (uide para. 41). 
:ilso the etatiptical position eeelnod to haw becomc very stron towerda the olose of' 
the year with tho dnily avorago ofFtake exceeding daily arriva f s, bull8 being furthe]. 
assi~ted hy the ilitroduction in the Comtituent Assembly (Legislative) on 22nd March 
of the Estate Duty Bill m d  renewed rumours regarding poseible devaluation of 
sterling. The ready rate, which had ~lrlrnpod to Rs. 95-14-0 on 14th October, 
rccovorcd to Rs. 102-12-0 by t8hc 28th of that montli and to R.N. 108-2-0 by 28th 
Novcmbol., despite occneional sethackrc. 'l'he underto~le c~ntinued to be firin 
throughoat the reRt of t.he pew, the r i ~ e  being parlioularly marked during March 
when the gain an~oulited bo over R.8. 4. The ready rate clmed for tlio year 
ap1~reciabl-y higher at Re. 11.1-12-0 H.Y compared with the l n ~ t  year's closing level 
of Rx. 103-4.0. 

Thc rir~lgc? of flnotnntionti in the n ~ d y  rates for gold in the Bombay market 
tillring the year was .JCe. 21-14-0 as &gam~t  Rx. 2B-13-0 in the prccoding year, 
bl~e highest and the lowest ratou during tho ycnr being 12s. 117-12-0 (011 20th June) 
nnd Ra. 95-12-0 (on 14th Octobor) a8 against HH. 11 1-04 (on 26th May) and 
R.s. 84-4-0 (on 17th Jalp) in the preceding yeor. 

30. Assaying and Rejnnin!l oJ Qold. --Tjnring the year ulider review, the 
Rotnbny ancl Cn1c11tt.n mints m~pectiveiy lbeaeived from the puhlio and the bankfi 
191,286 t,nln.x nntl 73,238 tolnn for melting and awayirlg en agaimt 140,492 tolac! 
i ~ n t l  27,938 tolas in 194.18-47. The Borubay n~ix~t  received 2,935,643 taolaa of raw 
gold for refining an ttgairwt. 2,001 ,116 t,oIau in the previoue year. 

1 PrLe o j  Afiltic~-.--In the Table below are given the highest, lowoet. and 
n\.er:rFe prices of silvel. in B0rnba.y (luring the Len yorrrx 1038-39 to 1947-48. 

SPOT NETTLEMXNT 
Yen I' -- 2. ..- r . - -.- 7 

Higlrmt. Low& Average Hi~hest  h w n t  Average 

RR. R. P. 1 .  . 1 .  1i8. R. F). HB. L1. P. h. 8.  P. RE. 8. 1). 

.. 33 1 C i  48 1 0  5 1 1 1  3 5 f 48 !! 0 6014 8 

. .  titi40 4 4 7 6  8 5 4 9  6 7 0 0  1 3 1 3 6  5 6 6 5  

. 6413 41 i A l O 0  62 8 0  fie 2 0 5 4 1 3 0  (12 O 6 

. 97 0 0 011"; i l l  1 01 6 0  t i 1 1 2  6 8 5 0 0  

. .  1IG Y 0 7 G . C  O 94 :! li 11214 0 7% 4 0 0 0 4  6 

. .  141 Y V 101 8 G 120 7 1 1  137 0 0 98 4 0 120 2 6 

. .  1.23 4 0 113 10 0 1.38 10 9 141 4 0 1 1 1  12 0 147 2 7 

. .  139 O v 118 0 0 135 1 1 1  15714 0 117 0 0 13616 4 

. . 195 0 0 127 0 0' 162 4 10 179 10 0 122 5 0 153 10 4 

. . 183 13 O* 142 8 0 1UG 12 6 (4 (4 (a) 

* U~~officiul. 
0K1einI Forwnrd Trading remained suepcmded from 12th %y, 1947 to 2Gt.h blcuch, 1948. 

8htemenL VI1 nhown the highest, lowest and average prices of ailvor in 
13ombay, London and New York and the stocks in Bombay for oaoh month during 
1947-48. 



Tlic. on.rly part of thc jTca.r. witnessed a sharp rise in t.he price of the white 
nietol, n special contributory faator being tho  anl~out\cerno~it by bho ChvernruenL 
of lndiib on 3rd April of Lhcir deoision to tighten ttp thc be11 inlpoaed oarlier on 
6th Maroh, 1017, by prohibiting imports of silver mni~fact i~rcd articles, 
jewellery and uilvor or~iumetltn. And deepite the ndoption of lq i~ ln t io~r  by tka 
C<ovsrnmenb of Indin on 10th April authorieing tho i~tlua of onr rtllwt: coins in 
any metal, and amondiug thc lodin11 Cuintdgc Act of 1DO(i whic:ll 11a.d rc~t~ric!t.rrl 
t,hc lninting of rupeu coil~s to rilver, thu rsiltly r:tat,u which had olosrci ;.it. lis. Iti4-8-0 
1111 31st March. 1947, moved up rapidly UlrrcafLcr, touching thc! highest 1nvc:l 
for t.11~ >-car a t  Re. 183-13-0 by 28th April. Tilt: hegiunit~g of May, howt?rer. 
mitllrssed n R ~ P  ft-t.11, induced me.iirly by lrrgo ir.rrivale tiurn u.l)n,ad ullrler ~ o u ~ i .  
of thc.: outsta~idil~g licellces inuileti prior to t.hr! hr~n i~ilpo~cil 011 fitall March. Tl~c: 
1vi1.11 4 j t~otctlio~~ Lherouyo~i 1b11 1.o 1: s. I 70-8-0 o11 1st May, and, ;rf't.or fluoluabirlg 
bnt.wc~rr~ Ha. 161-8-0 and lt.41. 1.73-4.0 111, k) l J  t l ~  Jnnt:, movcd u p  ayair~ to 
. I k .  179-5-0 by thu 20th of that ruonLb, follo~ving (;IN ruporled rlcoinion by thc 
(:c~verninrnt of 31f:xim tO pur~ha,tw ilr)wi*~t.ir: silver id Chc rirto of two lnilliori 
ol1l1cchn n cllolltlr l i r  coilli~gc IJIIrpu8es. Tlioreaftcr, priccn t e ~ ~ d e d  to be or1 lowor 
levela rralll~ing but woe11 Jts. 1'79-0-0 and .RB. 168-8-0 iuitil J ~t S;;eptolnb(!r when, 
followily distrc~s st!lling from politic~lly [limtul'bcd arctta, ~t cLial.h:tly downword 
trrlid set i11, the ready rah dcoli,ling to Ra. 1154-6-0 on 25th October. '.l!J~o low lovel 
t~tlrauled fresh  upp port fro111 bulls, who had by tlris t i ~ u c  fonned a powerful 
syliclicalc Lo I)uj up floating ntouks. 'J'ho procew of recovory war, fiirthcr assist.ed 
l ~ y  tllc devtrlvplueuLs ill Lhe internel political aituittio~~, tile ready rat(: rcooveriug 
t.c, ]<,ti. 170-4-0 by thc cnd of T)ecomber. 'rlriu levcl wsw moru or lesu maintoiacrl 
np to February whe~i tho ~ntlrkot rcgiutcrednpmciyitate decline, on ilp~>rehcnsions 
of ;b reurudcaoel~ce of coirlrnunal troublon n.nd on cont.inuoua hoavy ctrrivala of 
eilver from upcountry, with littlo or 110 demand. .Ranks wore alno pq~rted  to 
have demanded higher margins on loans inndc by them ngninnt tiilvcr. A heavily 
over-bought poxitior~ had bee11 creatcd iu~d  ;L rift botwcol thc monljors of t,ho 
bull sjiidicxte l ~ d  to a11 orgy of nelliug, driving the n!ady ratc to thc lowoat 1cvc:l 
of tllc: year at- 1Cw. 142-8-0 on 9th Yebruary. Thereafter, a prouoss o f  rt:uovory sct. 
i n ,  tho btlllu regaining tlluir hold 011 the market, sl.;ninted by a number of fac1,or~ 
i,~c:ludiug a rapid tightening of the stati~tical podlion, the growing tensiox~ in 
tho iutcmation&l as w011 as the i~lternal situation, renewed rumourr, of poaeiblc: 
tl(:vitluittio~l of ~terling and expectations of amaller arrivala from Pakistan 
followhig tho Covertlrne~~t of Iud ia '~  declaration (on 28th Febnrnry. 1048) of 
Lhe Dominion of Pakinten an a foreign country for pnrposcu of levying cl~ston~n 
dutiua. Thc roady rate clotled for Lho ,veitr highur a t  lte. 169-12-0 rce agninat 
tliu last yoar's ulnsillg lovel of R.8. 164-8-0. 

Tile rnligt: ut' t l u ~ ' t w t i o ~ ~ s  ill thc 1'1~tt:t.i f i l l '  1-(:8dy silver di~rillg 1947-48 wah 
Kn. 41-5-0 &I( agaitlst. H.s. 68-0-0 in tho prcaeding yenr. 

32. -4 s n r i g i ~ q  lr~~td tlejini~yl ouf Nilz.er.-'l'hc Ualcnt~r~ M i lr t8 rctwbi vr.d 3,'3t)0,52( J 
tolt~s of silver for ~ilelting and ahn~~rying during t-hc SC~LI'  RW against J,25S,OO8 tolas 
ill 1!)4(i-47. '1'11e receiptn by thv Bombay 3Mint Iverc lower et !IlO,!)h!l to ln~  n.: 
c~c~tir~iired with 1,47fj,LJ6 t.01n.s h~ 1946-47. 'Vhu c~t~a.l~l,iLy of nilvnr :.eoejueri for 
refining during 1947-48 i r t  t J~c  Bonibl~y Miilt nlao dcom~rscd t,o 54,!)8S,lCi2 t.ola.. 
from 72,306,322 ttjlan in the p~wvious yonr. 

35. f~rqmrln ct~ul &xpot.k oJ Uzd~lllivn.-SLate~r~e~~tw b'iI1 a r ~ d  1X give t IN, 
icyeragc q~~an t i ty  ulid vnluc of iaiports n11d oxpol-tri of gold coin nnd hullion ns 
:iJso of silver for each quinquennium froni 1900-01 to 1929-30 and tbr each of t.ht. 
financial years frou 1930-31. Ytntementtt X e11d S1 gij-o ruo~lthly figuma relat.ing 
to imports and euportsl of gold a8 well tre of silver for the caleudar year 1941. 



IV. FOREIGN EXCHANGE AND EXCHANGE CONTROL 

34. ~9terZing Tranaadione.-Statement XI1 ahowa the eter1.i~ trawctione of 
the Keserve Bank of lndia month by month during 1947.48. There werc not put- 
chaeea of £91.48 d i o n  dtiring the year ae against net sales of £65.64 million 
in the previous year. Purchases of storling exceeded saloe throughout the year 
except during Juno and July. The monthly uet purohaaee during the fin& half of 
the year were lowor a t  X7.17 million ea @gainat £84.31 million during the emond 
half, reflecting the dclayedeffecb of the import restrictions tightened in the eluly 
part of the year and thc rapid expewion in exports in  the later part. There were 
heavy nct purchawlet, in Jmuary and February, the peak level having been 
reaohed in the latter month a t  329.48 million. 

35. Ezchnge.-Tho Reserve Bank continued to  biiy atorling T.T. from banks 
for delivery within six monthe a t  le.6d. and to sell for reedy delivery a t  18.5-63164d. 
Tho Bank also sold sterling for delivery up to eix montlla forward a t  le. 5-31132d. 
but the demand for forward sterling from bnnks was negligiblc. 

In the ssterlizq exchange market, banks' qilotatione to the publiu for ready 
T.T. romained unchanged throughout tho yoar a t  1s. 6-311323. selling and 
18. 6-1/32d. buying. Banks continued to quoto forward buying rates for delivery 
up to one year, the T.T. buying rate for the last three monthe being quoted at 
la. 6-1116d. as against the rate of 1s. 0-1 /32d. for the firat nine monthn. The forward 
selling rate for sterling T.T. for delivery up to trix month  rcmJned unohanged 
a t  18- 6-16/1&f. 

The hndon/New York cross rate, which wae fixed a t  4.029 selling and 4.03f 
buying on 13th Jmuary, 1'347, mmdned irnchanged, the corresponding rupee 
rates in India boing quoted a t  Rs. 3510 per $100 selling and Re. 330 per $100 
buying. 

Trrtmctiona in other fomign currenoies in the Indian markot were few, 
except for a cortain amount of business in Canadian dollars for which the rates 
quoted were the samo aa for U.S. dollara, 

36. Developmenh in Exchange Control.-There were no changes in the basic 
prir~oiples of oxchange control during tho period under roviow but its eoope 
was greatly extanded. I n  terrna d the ulouse providibg for " Transitional Arrange- 
monts", the Intornatior~d Monetary Fund alIowcd member countries, if they 
deomcd i t  necesscrry for rehabilitating their economies, to cwntinue exchange 
control rosbrictions for a period of three year& on curront traneaotions ae well 
as on the multilateral convertibility of their ourrenuiea. The Government of 
India evnilcd themcrelvca of this option and advised the  h n d  of their deoiaion to 
maintain control. 

A delegation from thc Goverr~tuent of Tndia a t  the searetarial love1 prooeeded 
to London early in July, 1947 to conulude tho atorling baltsnoes negotiatione 
inaugurated in February, 1947 whon a delegation from the United Kingdom had 
viw'ted Tndia. Pending Dho completion of these negotiations, it wae found necerrsarg 
to imyoee rcatrictione on tramfern of orrpital from India to  the United Kingdom 
and other sterling area countrios to prevent a flight of oepitel from India. The 
gcncral permission given for tron~urctiona in sterling area currenoim waa accordingly 
cttncclled and the opening of new tbccouute in suoh currencies by persons domiciled 
in India was made ~ubject to the Rcsorve Bank's permission. Certain restrictions 
were also ir~troduoed on reruittenoes to sterling area countries, prtioulerly with 
a view to checking oapital transfen. The export control procedure preeoribing 
reelivntion of the full proceeds of d l  exports through the medium of an authorised 



dealar in foreign oxchangc wae extonded to all countrieu outsido India with the 
exception of Afghanistan. Neyd, Tibot, French and Portuguese India. The 
restrictions on the cxport to  the hard currency countrics of jewellcry, precious 
etones, cumncy notee and forcigr~ exchnngu were nlso cxtended to  tho export 
to sterling ama countrics. The dcspatoh of currency notes by post was completely 
prohibited nnd the general permission for the cxport of currency notee was confined 
to the taking out of such rioten by trsvellers. The geueml pcrmieeion for the 
export of securities to storling area countries and for their transfer to residents 
of the sterling arca was nlso withdrawnus from 4th August, 1947. 

37. finuncial Agrwmcnt with tlre IJnittd Kingdom.-Tho negotiations with the 
United Kingdom were concluded during the ~ccond week of August and e Financial 
Agreement between the Goverumcnt of India and tho Covernmont of the United 
Kingdom, covering the period up to 31st December, 1947, was uigned on 14th 
August, 1947. Under the termn of the Agreement, which became effective from 
15th July, the Reserve Bank of India opcncd two accounts, namely, No. 1 and 
No. 2 Aocounte with the Benk of E11glbnd. Tho total uterling assets of thc Reserve 
Bank of India were fixed at E1,160 million as a t  the close of business on 14th 
July, 1947 which amount w a ~  credited to No. 2 Account. Out of the balance 
in this account, an amount of £05 million comprising an initial reletuse of 535 
million for currer~t purposos and S O  million as n, working hahnco wee credited 
to No. I Account. The Agreement provided that thc balance in No. 1 Acoount 
would bo freely nvailable for payments in rcepect of currcnt tramactions in my 
currency area end would therofore bo fully convertible for current pnrposee. 
Any slerling rooeived after the dnto of the Agrcoment in respoct of currant 
t l a n a a c t ~ o ~  and any eumR trensfemd from No. 2 Account in rcimburtmment 
of capital ycryrnonts a p c d  to under Art8icles IV and VIII of the Agreement 
were to  be creditcd to this account. No. 2 Acoount was not to ho used for 
current transection~ and operations on i t  worc lo be confincd to  certain agreed 
trsntrfers of a capital nature. In view of t h i ~  arrangement, i t  bocau~e nccosaary 
t.0 replato the exponditure of tohe balencc in No. 1 Accol~nt, a ~ ~ d  although 
Indie continlled to remain within the sterling nl-m, re~trictions wcre imposcd on 
remittances in sterling and s te rhg  arca-curroncies on the same l i n c ~  as those in 
fotcc for lion-sterling wen currencies. However, remithnccs of capital by sterling 
wee nation& retiring from India to their own countries werc permitted aa suoh 
amounts were eventually payablc out of the hdanco in No. 2 Account. Certain 
restrictions wcre a h  placod on the oporation8 by authorised dcalcm on their 
holding8 of sterling, and IIY)R~~ invest,mente by them in sterling or stcrling weti 
ourrcncy seourific~ inoluding Trcaaury bills or the placing of Riims on fixed d o p i t s  
with banks in Londo~l were made eubject to the prior approval by the Reserve 
B w ~ k  of India. Halcs or maturities of these invoatmunts werc required to be 
reported to the Re~crve Bank. Rcstrictivns werc alm placed on tho granting of 
b i n s  and overdrafts in India against items of sccurity lodged ol~tside lndia in 
order to prcvent evasion of control on capital transfers. 

A delegntion from thc U~uted Kingdom vieited Indin in J a n u q ,  1948 for 
further negotiatiom with the Government of I n d i  regardkg the ebrling balances 
Following whiuh tho Pinucia1 Agreement wae extended up to  30th June, lM8 
by letters exuhmged botween thorn on 15th Februnry, 1948. Under the term8 
of the extonded Agreement, a eum of El8 million was transferred from No. 2 
Account to No. 1 Account for purposorr of current exponditure up to 30th June, 
1948. Ae requested by tho delegation, with a view to co-opemting with other 
members of the sterling nroe in conserving the foreign exchange remmces of 
the aree by restricting the country's expenditure in herd currency sreas (which 
have been definod to includc almost the wholc of the American Continent, tbe 



Belgian nione1.u.r~ iwu~b, .Ia~pa~i. tBlio Philipplrieu, the Yclr18uguc;in l~iollotary &fee., 
snodsn, S\vitzerla~lil nrlll I,ic:cljtcnsLeui), thc Cover~l~nol~L t r l '  llltliu acluo agrocd 
to ~turcliast~ par(, of t-hcir n:q~rirolucnt.~ ol' U.S. dollars frolu &lit: 111ten1~hi01~i~l 
Dlouelsry Frrtul ; ~ l ~ t l  so l i~ui t  t.huir expellditurc i l l  Ir:brtl c:lrl:rullvy ;i.row iri I.lrt: 
fir&  is rnont11.w of l.!bl:H as 1.o cllfiliru that 611~11 (~XIICII~I~LUI'C WCIIIICI noL cxc.c-e!I 
reccipbs ~ ~ ' I ' U I I I  l.hos(8 t.crrit.o~.ics t.ogeL110r wi1.h tltc clc~llarw wllit!l~ nligllt IJC l~ttl'(~hii.scil 
fr1.>111 t l ~ c  FIIII~I .  lay I I I I ~ V ~  ~ , I I ; ~ . I I  X l O  triillio~l, 1 . 1 1 ~  ~ ~ I I I V ~ I I I ~ - S  ti.) IN: [wid I , I I  1:11(: 1p111ul 
;IS ~:l~i~.rgtw ilt~l, 11i;iug i11i.111di.tl i11 1Jlis i:asI(~r~li~,t~io~~. 7.'11i1i rv~d~r i t .~ i i )~~ i~~l:rodl~(.:txl ;I, 

I I ~ N >  K:u>t!~r i l l  1 tt(Ii:t.'h I ~ ( ~ I ; I . I ~ ~ I I I I X ~ ~ I ~ I  \vit.Ji l.11.i; d ,crI i~~g :I.I.(.Y~ \vllit:Ih so fat. had l)crmit,ivi.t 
c;a!~.ll of .it:; J U V I I ~ J I V I . ~  ( 1 1  rll.ib\v 011 111~  f v r ~ i g i ~  e,u!I~i~.~igt. I.I~SOIII'~:CK vf thtl irl't:;~ 

R O C U V C ~ ~ I I ~  1.0 i l ~  IIU!I~S. -1- I . .  _ . . . . -  

:is. )'frkiskr?&. 0 1 1  I,Jlf:. ttibrt.i(-icl~~ ~.IS l.~~tli;i., lbl\c J<.VI~UL\U B i t ~ ~ k  i t ~  its capi+~:ii-y 
as l~ii,rd<f>~~< 1.11 t.he (,~o\a ~ : ~ I I I I I ~ : I I ~  r1.f S . ' ~~k i th~ i~  ;~lscb 11c!cami? t,hc arlt,l~ol~i~,,v rcs]~o~lsihlt! 
lirr (It(. i~.t l l t l j~~isl . t . ;r I ; i~~r r ~ l '  ( : ~ ( : I ~ i b ~ l p !  coiitrol ill l'a.kixLu~~. .Ho\vc!vc:r, an il was 
i i ~ l c - ~ l ( l t i l  1.0 scl. 111r ~ I I I  iiid(:po~~dmt excha11ge co~lt~rvl for I'aki~tib~~, j l  watts cIcI:I(~+:cI 
t)y agrt?umonl, h n t ~ c a t ~  t-hc (;o\~r!r~ilnc~~Ln of tho hv,o I )on~i l l io~~s  t;lr:bt fro111 I sl. 
. ~ u I : I L I ~ ~ ~ ,  l94H (.;bi.11 I)ot~ti~~iilit ao~ild. ~upwaLely rot>uin hcr own forcigri o.~(:lt;~.r~gc 
cwi.n~ingrj ilnd ~ttcc:t. llc?r h~rcigt~ oxch~nge cxpcntlituro o l ~ t  of such c u r ~ u ~ ~ g s .  I'I.O(:CP{IR 
(if ;dl cspo14.s I.rolt~ 1~11'1s i t t  Fekist.a11 froni I s t  Jiu~uary, I!)-18 t~~urcforo IL(:~.VIIC~I 
t . t ~  I'a.liist.i~,t~ ;LII(I fro111 1 ~ ~ r 1 . s  i1.1 111cli;b' ib~:~I'll(!cI LO rndiib. Si~uilwly, ~ ~ L Y I I I ( : I I ~ ~ ~  1 ; ~  
;dl itt~l~c~rt,x Chroc~gJ~ [ n ~ r b  iu I'clkistm \\tt?n! pibid on& of th(: :fomign C X C ~ A I I ~ U  

cenourvux or l'adiistan rbnd i~ l rpo r t~  arriving t11~vugh ports it1 India weru j~;r.irl 
jibr out of t.hc rcwo~~rces of India. Other oal~iingti 01. disl~~~racrucuLn of forc:igt~ 
t~xcl~tlngc werc ~imilarly ibllo~at~ed to tho Dornil~io~i in which tho ruoi,pic~lt or. t l ~ ~  
rcrl~itlcr resided. sycciill J'urrn G.LC.I'., as dist.i~.tot from for111 !:..It. lrscd i ~ r  Juclitr. 
cr.;lr; irltrotlr~c:c!d for tlt!claraldcn~ of cxportu from Paki~tan. 'J'lie procccds of export6 
Srott~ Irl(liic h i ~ i  L o  hu recei\*oil tl~rolrgh IJ;u&F~ i l l  I'udia L I I ~  thr prucccds of ~xpor1,n 
from Pa.1tinbe11 t.hrnug11 I)ai\ks in Paki~tnn. 'l'he siuue cundit.ionn eppliuci to all 
1.1-nnsncLio~1x ill .fur(-igu csohrbngo whic!h irfter 1st Jin~llury, 1948 h d  to hc eflcctcd 
throl~gh 1.1~0 nlcdiu~il of i1.1 I thoriwd dedem in the L)ominic>n to whioh t-lit: tra~lrtac- 
bious ~ c l ~ t e d .  

A Fillaacia~l Aglae~ttonl similar to iba OII(: ool1c11lrlt:tl &tVh Ll:c C'rover~lruent 
vf 111.diu oil I3tl1 b'cl)rllarry, 1'348 wibs c!o~lcluiled by thc 'United Kingdo111 
clalcgi~tio~\ with tho Qtrvslrlme~lt. of I.'akistman too. In tcrlllti of 1.11i6 t\greerncnt. 
t.hc H.cuc,rvc 'Rrcnk opened with the Bbnk of England i~ now a.ccount o~~ t i t l ed  
" Rc.scr\~c Barlk of I l~dia  P a k i s t ~ ~ ~  Acoomlt No. 1 ". 'L'here were to LC trcln~fermd 
Lo t,hirs account (u) frool No. 2 Account sums agreed up11 Letwecn the Uovenl- 
mcrlts of Pakieta~i nlld the Uriited Kingdom tso he m d e  currently available to 
Pakiat.an &lid (1) fro111 NO. 1 SCCOUI~~, a N I I ~  determined in ~~ccordsnce with 
tJie AgreemenL raaclri?rl Lutwocn India end l'nkiutan for thc nluintent~rrce by take 
Rcservc Bsuk of so.pnnrst.c accounts for the current expeltditure and earnings of 
folwign uxchetigc of t . 1 ~ ~  two no~ninions phu a sum dotcrmined by Lhe Reservc 
Ua11k t o  rcprest?nt recoipts on behalf of Pakistan from 1 ~ t  January, ,1948 to the 
dibtto of the openiug of the Pa:'nkiutsn Awount No. 1 ,t~bin.u.c cc num 8irnilal-ly determined 
to 1y)re~eut  Peki~ta~t ' s  pay~nents duril~g thc Yamo period. I n  a1 l other rcspcc tw , 
bhc account is similnr to the ltosorvc Bank of 'Tndia No. 1 Bacount, and has been 
uecd for the current tmnmctioncc of Ynkiwtnn. 

A sum of fi niillio~~ waH t r a n ~ f e l ~ e d  to the Y a h t a n  Account as the relescltr 
for thu h t  R ~ X  n l n ~ l t h ~  of 1!>48, in nddition t.o the t8ranRfcr of a working balance 
of El0 millioll and t,hc share of the  balanco to be crarricd fm?v;rrd from the rclease 
for 1947. Out of th is  ui~m, the Government d Pakiut.ail a p e d  to restrict, during 
this period, thoir net hard amency drawings Lo e total of 43.3 million. Any 



oapital transfer made from Pakistnn to tho Unitod Kingdom or any of the staling 
area oountries other then India in to be rcimbureed from the common No. 2 
Aocount of the Reaeme Bank of India to the new Pakistan Account No. 1. 

39. Ex-Enemy Ferri~u.-During tho course of the year, orders were issued 
by the Government of India permitting the rceumption of cornmemid and f i . o i a 1  
t r a m t i o n e  with the remaining ex-enemy countries with which trade relations 
had not so far k e n  permitted, viz., Roumania, Germany, Bulgaria and Japan, 
following which these oountriee ranked puri pcwm with othor oountriea outside 
the sterling area for purpome of ex0 g b~)ntml,,Wjtbthe reaumpttmu&gdvate I. ; & -  - - . --. 
trade, them countries eleo automatic ?% y beoame uubjed to the Qavernmont of 
India export uontrol notifioations and d exports to theae oountriea had to be 
deolered on Q.R. or P.P. form. 

In the case of Germany and Japan, all trade payments were canalbed through 
special official aooounts ~ubjeot to the ~upervision of Qovornment organizations. 
Trade with C~ermany waa eupervised by thc "Joint ExportlImport Agency", a 
Military Qovornmer~t Organization, and all contrncts and documents wore required 
to be approvotl by them. Payments in respect of trade with tho Joint Zonea of 
Germany woro made through the Bipartite Finance Panel whioh maintained 
aucounts entitled "The Military Qovernment~ for Germany (U.S./U.K.) Joint 
Export/Import Acoount" with tbe Bank of England and certain other b& 
in the United Kingdom. All pagmonta in mspect of trede with Japan p a a d  
through the aocountr, in the name of GCAY (Supreme Commander for Allied 
Powere) whicb were opened with the Hongkong and Shenuhi Banking Corpora- 
tion and the Chartered Bank of India, Australia end China. An f h m  12th February, 
1048, Formoee hen boon grouped with China and treated for exohenge control 
purpoeea on the aamo baeis aa China. 

40. Z1tatrsC.-Foreign oxchange for travel outside the sterling area for purpoees 
of bueinew, eduoation and heath continued to be eanctiontxi on the preview 
scales but in view of thc dollar ~rtringency which developed during the year, 
application6 for trevel to the Unitod Statma and other di5cult curradcy mutr ies  
were subjwted to doser scrutiny. On tho introduction of exchange oontrol m- 
triotione on remittanom fu sterling ime oountries, sodes of dowencea for travel 
for p e m n d  reaeone were fixed for Indhn nation& aa from let  September, 1947. 
A fixed quota of W 0  per adult and E200 per minor, which wee subsequently 
r a b d  to Ego and B O O  mpectivoly in March, 1948, wae made availeble over e 
period of three years to be computed from 1st September, 1947. Thh quota couM 
he utilieed for pemnal travel in any ~terling rrree miintry or in any country 
outide tho sterling amother  thanthe Continent of America, the Philippinos, Japan 
and Cfirrnany for whioh no foreign exchange for p e m m l  trmvel w'aa dowed, 
and the difficult currenay oountrieu of Europe, uiz., Switzerlend, Sweden, Portugal 
and Belgium, for all of whioh only s aombined totel amount of $76 per adult 
and 535 per minor to be deduoted out of the fixed quota wm permitted. In addition 
to the above, Indian nationals were dowed an annual limit of Ra. 1,000 per 
ndiilt and R.s. 500 per minor, which wae subsequently raised to Re. 2,000 per 
adult and Rs. 3,000 per minor in March, 1948, for travol to countrice in tho vicinity 
of India, uiz., Iran, Baudi Arabia, the Dutch East Lndiee, Ceylon, Malaya, Burma, 
Iraq end Aden. 

Sterling aras nation& were allowed to draw their leave mlariee and onrrent 
income for trevel t o  countriee within the sterling mea and, for travel to oountries 
ontsidethe sterling erea, an amount of $75 per adult aud f.35 per minor per annum 
wee allowed, but these facilities -re not available for trave1,to the Oontinent of 
America, the Philippinee, Japan md Germany. Tkia amount oould be u t i h d  in 



dl or any of the non-sterling area countrice other than the above but wm not to 
excecd £76 in all in the octm of adulte and &35 in the cam of minore. I n  addition to  
the above, they conld ale0 draw Rs. 2,000 per adult and Ra. 1,000 per minor per 
annilm for travel to Iran, Saudi Arabia and the Dutch E a ~ t  Indies. 

Foreign nationals visiting countrie~ whother within or outuide the sterling 
area on leave were allowod Re. 6,000 per adult aod Its. 2,000 pcr minor either in 
tho ourrenay of o country within the aterling arcs or in that of the oountry 
of domicile. 

In order to e n s m  that the trionnial qiiota fixed for persond travel might 
not be exceeded, arramgemcnts were made for the endommcnt by authorieed 
dealers iu foreign oxchango under their stamp and ~ignature of the amount of 
foreign exchange nvoiled of by travellers on their paw port^ and the amount of 
foreign oxchango in the possemion of travollera was checked with the endorue- 
m e n t ~  on their passports by the oustoms authorities at the time of departure 
from India. 

I n  view of the difficult. foreign exohange position, the faoilities given to 
pod-graduate etndents prooeding for advmoed etudieu abroad to take their 
families with them were withdrawn in respect of the difficult currency countries. 
The facility allowed to foreign nationale to make remittences for the maintenance 
of their families to any foreign country as well to remit their funds on retire 
ment from India in any foreign ourrency was a h  withdrawn aftcr which facilitiee 
wore oonfined to remittmoes to their own countries and in their own currenoies 
except in the caee of Stf~telees mfugocs who are allowed to  take with them f6,000 
on emigration to the United States. 

41. Qeneral,-Section 8 (1) of the Fol~igu Exchange Regulation Act wm 
amended in December, 1947 by the addition of an explanation tbereto which meken 
the import of gold or ailver into any port in the provinoes of India without the per- 
mimion of the Remrve Bank of India illegel even though the gold or silver so 
brought ie in transit to a plwe outside this country. I n  order to exempt from 
the purview of this Section mnsignmenta of bullion in transit from one foreign 
country to another carried in ahiprr tauching Indian ports, which i t  was not 
meant to prohibit, the Rcmrve Rank of India isuued a notifioation on 21st January, 
1948 giving general permhion to bring or o end gold or lrilvor by sco or air into 
any port in the provinces of India, provided the gold or silvcr ia in tmmit 
to a place outside India, Pakistan and the Indian Sta tc~,  and L not removed from 
the carrying ship or aircraft exoept for tbc p u r p e  of transhipraent. 

42. M a  of E q m i  Pinam%.-The ecoompnying two p p h s   how 
on a percentage beeia the various method8 used to finanoe export8 to  countriee 
outside the eterling area ~ubjeot to the notifioation mquiring the lrurrender to 
an authorid dealer in foreign cxohange of the export value of the goo&. Grllyh I 
mvers shipments to hard oumncy countries and Graph I1 shipments to othor 
countriee. 

Graph I shorn that the tendency noticed in the previoue year for an increasing 
proportion of trade with hard currency countrieu to bo financed by rrterling bills 
on London continued up to August, 1947 but thereafter i t  bccemo lw pronounced 
until January, 1048, when the inclusion in the hard onrrenoy group of Belgium, 
the Belgian Congo, Canada, Newfoundland, Japan, Portugd and the Portuguese 
Poseesaions, Sweden and oofultria in Central and South Amerioa, the major portion 
of the exports t o  which u d  t o  be financed in sterling, broi~ght about a ateep rise 
ju the proportion of trade financed in this manner. As rcgard~ the other foreign 





countrim, o corresponding fall ie notiacd in Craph T I  in the proport,ion of trade 
tinancad by storling b i i  on London. In  Graph 11, a notable feature is the appre- 
ciable rim in tho proportion of trade financed in rupees a t  the beginning of the 
period, which, except for o fall in the month of Junc, more or lesa maintained 
i h l f  during the c o w  of the ycar and reachcd a peak in Docember, 1947. There- 
after, there was o gradud deolino but the rim h the proportion recorded in the 
beginning of the year wm meintainod. The percentage of tradc finmued by ~terling 
b i b  deolinod &r January, 1948 owing to the ro-grouping of cortair~ Continental 
countries in the hard currenoy area, as stated colior. 

The third graph on the tlamc page ehow~ total exports to  the countries 
covered by Graph I and 11. Exports row to record hoighLe in May and November, 
1947, followed on both occaaious by sharp deolines which were to some extent 
due to labour disputa and the temporary disloc&ion resulting h m  changes in 
the quota system. These were, however, only temporary atbacks and the upward 
trend brought about by the Government of India's export hive,  which wm 
notioeablo from tho beginning of the year, wm mom or lelur sustained throughout 
the year and rose t o  an all-time poak in Mtucb, 19443. 

V. PUBLIC FINANCE 
43. Qenr,ral.-The Toblo on page 74 brings out tho outstanding fea tme  

of Iodia's revenuo and expndituro (vide duo tho diagram facing page 74) during 
the yearn 1938-39, 1939-40, 1944-45, 1945-40, 1947-48 (interim and revimd) 
and 1048-49, the lest two covering the post-partition India. Followiog tho 
partition an interim budget ww introduced in November, 1047, covoring the 
period 16th August, 1947 to 31th March, 19411 cud this as *ell ae the budget 
for 1048-40 wfloct the probloma created by it. Expenditurn uontinuod to be 
high, partly duo to the dowitlg down of demobilization as e msult of the 
need for maintaining larger f o r m  on account of riots and civil disorder. Them 
wan also need for providing subsh~ltial amounts for lhe evacuation, relief and 
rehabilitation of thc refugees from the Pakbtan provinces. Subsidiee on foodgrains 
had to be continued. The uombined roanlt of thwe factare was that a subntantial 
nurplue that might have been powrible atherwise, aotually eeomed likely to  result 
in a deficit. I t  wae, however, roalieed that in the context of infiratiomry aonditions 
it was esesntial a t  least to wduoe tho deficit, if not to  aim a t  (I surplus. There was 
abo, a t  the same timo, the need to  ~timulete production, and the budget had to 
be ~o devised ae to ensure that while the lovol of taxation wan reasonably high 
on the wealthiar aeutiotur, a genuiuo margin was left for eavinga whioh would flow 
baok into investment and thereby add to  the w d t h  of the country. Further, 
both the Ceutrat and Ynvincinl Qovernrnenta havo need to extend the scopo of 
State aotivities and tho budgct hod to balanae thcao various mnsiderationn of a 
contlioting chantoter. 

44. Accounb, 1946-47.-Final account8 for tht: finallcia1 Soar 1046-47 are 
not yet available M the aocounh of tho undividedCentral Qovernmont b v e  not 
80 far been M y  closod. 

46. Interim B14d Es;i&s, 1947-48.-The firat budget of tho new Indian 
Dominion intmducod in the Constituent Assembly (Legislative) on 26th November, 
1947 coverod the poriod 16th August, 1947 to 318t Bfarch, 1048. The neoessity 
for the pmmntation of an interim budgot arosc from the fact that, with the division 
of the corl~ltry and tho emergence of two indopndent sovereign States, the standing 



TABLE 16.-INDlA'8 PUBLIC REVENUE, EXPENDITURE AND DEBT. (In crom of rupea) 

1947-48t 1 Q47-48t 
Interim Reviaed 

1948-4911 
Budget 

I. CENTRAL OOVERSMEE(T BUDGET 
(1) h - e n u e  . . . . . . . . . . . . 

. . . .  (2) Erpenditure . . -. . . . . . . 

(3) 8u&lus ( +) or Deficit (-) . . . . . . . 
(4) P e w 8  of (1) to (2) . . . . . . 

TI. TOTAL G O V E R ~ C ~ T ~ ~ L  omr;AYs . . . . . . 
~ c m n & g e  of I(1)  b II , .  . . . . . .  
A. O N ~ W S  ACCOU?+ . . . .  . . . . 
( 1  1 E t u  . . . . . . . . . . 
12) Defenm xpenLturo . . . . . - . . . . 

(a) On CmpitaI mcount . . . . . . . .  
(b) On Revenue m o u n t  . . . . . . 

(i) B k o  K o d  ~ u d & i  . . . . . . 
(ii) Rioe in Prim . . . . . . . , 

(iii) War Meaeures (Set)  . . . . 
(iv) Nan-effective oherpee (~94 '  . . . - 

(3) Pmn&@6 of Dd- &kpend&~~ (R~&Ruc a C O t d l )  

io T d d  E & h  . . 
B. RECOVERABLE WAR EXPENDITURE ' , . . 
Pcnmtqe of B to A (2) 

SIII. CENTRAL QOVERNMEY~ DEBT i~ ~ k i  0F'i'~riFi' 
(1 ) Sterling Lame . - , . . . . . . .  . . . .  (2) Rupee Loane . . . . . . . . 
(3) Srnd &wings$ . . . . . . . . . . 
(4) Treseurv Bib end Wave and lfeana Advancos . . 

. . . . I  26.42 
l.617.09 

233.10 
N.A. 80.84 .... 

(aj TOT-A' INTEREST.BEARISG OBLIQ~TIOXG 
(INCLUDING UNFUNDED DEBT ASD 
DEPOSITS) . . . . . . . . . . 

IV.  PROVINCES 
(1) Revenue . . . . . . . . . . . .  
(2) Expenditure . . . . . . .. . . . . .  
(3) Gurplus (+) or Deficit (-) . . . . . .  . . 
(4) Debt Position (Grorr Total Debt)tt.  . . . . . 

A70fe :-Pigums from 1058-39 to 1915.40 relate to undivided India. t Interim budget covering the 4 month from 15th August, 1947 to 31st % ~ h ,  1948. 11 Ae 
pmmd by the Constituent Assembly (Legislative). Including new taxation. Q Itsme (1) y d  ( 6 )  : Capitel portion of Railway Xnnuitiea ie eroluded from 
1844-46. f Includes eince 1944-45 (1) Poet Office Cssh Certificates, (2) Savings h k  Depoelte, (3) Defenoe Bavinge Certi6eat~, (4) Defence Gsvingg Bank 
Deposite md (5)  National Saving (39rtXcate.e. t t  hhld68 (1) Permanent debt, (2) Floating debt, (3) Unfunded debt curd (4) Loane from Central Government. 
7 Figurer ralete to 1946-47 (Accounte), excluding thorn for the E d  Punjab and \V-t Bengal. @ Includm figuree of Weat Bengal'e budget -timate for 
1947-48. X.A. Not st-ailable. 
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budget for the b n o i a l  you  1947-48 pawed by the Central Jlogielature in B k h ,  
1847 k m e  inoperative. The interim budget waH, however, more in the nature 
of e statement of revenue and expenditure sinao tho estimates were highly tentative 
owing to  the diffioulty of gauging the exad ropercussions of the partition on the 
oountry'e finanoeu. 

The total revenue for the period ww eetimated, on tho bmia of oxistine; 
taxation, a t  Re. 171.15 wore8 and the expenditure a t  1Ca. 197 -38 croroa, leaving 

deficit of RR. 26.24 crom. Of the total revonue receipts, Cmtome were expeated 
to account for Rs. GO.50 orores. Income-Tax wcre estimated to yield Re. 29.50 
croms on scoount of Excess Profitu Tax and Ra. 88. M) ororee on aooout of ordinary 
colleutiom. It w w  comidorad dwimble to maktain the  ham of the provinces in 
mgard to the Income-TAX revonue a t  approximatdy the same level ea givon in the 
Niemeyer Award, subjeot to filloh adju~tmentfl ae might be neoeasary in respect of 
the provhces and pert8 of provinces inoluded in Pakistan. On thia basie, the 
Divisible Pool of Tncome-Tex woe estimated a t  RR. G0 crom, the provinciul &are 
being Rs. 30 orom. No contribrition to the General Rovenuer~ Wtte expeotsd fiom 
the railways es the railway budget showed a defioit in the current year. 

AS r e g c d ~  tho emtimated expenditure of &I. 197.39 orores, Hs. 92.74 orom 
were accounted for by the Defence brvicee and the balance of Re. 104.65 omree 
by Civil oxpendituro. The Defence expenditure continued to remain high due 
to (1) the finapemion of demobilizcttion consequent on the partition, (2) tho implo- 
montation of the Pmt-war Pay Committee's recommenbtions in r e ~ p c t  of tho 
Defenco Servioea personnel, (3) movelner~t of troops and store8 irr cor~nection with 
the reconstitution of the Armed Forces and (4) the req~iixitioniry: of t roop  to deal 
with the conlmuml disturbmaen in tho Punjab and elsewhero. The Civil estimates 
for RH. 104.65 or ore^ included, inter din ,  Re. 229 crores on account of subsidiecl 
on imported foodgreiqe and a lump eum provision of Re. 22 ororee for expenditure 
on the evaonation, relief and rehabilitation of refugees. A provi~ion of Rs. 12 
ororor, wali mado to defiay expanses on nation-building activities like education, 
public health, aviation, running of ucienti.60 imtitutione, eto. The estimate6 d 6 0  

irloludd Rt3. 22) cram for paymont of interest and poneions and provieion for 
debt redemption. The F i m o e  Minister p o i ~ t d  out that  no mdit  had been taken 
in the estimate for any mcoveriee h m  the Pakietan Government in mapod of 
their liability for the outstanding debt of tho undivided C~ntra l  Government 
m d  the  pension^ chargeable to i t  as those mattem wore under discussion. 

The oapitttl budgot provided for the graut of RR. 20.39 c r o w  to the Provincial 
Governmontn, benidoa loam to the axtent of Rs. I5 croros, for post-was planning 
and devoloprnent, i t  being decided to  continue the grants on tho eame basia BR 

propoeed in the annual bndget for 1947-48, eubjeot to adjustmentu comequont 
on the diviuion of the Punjeb and Bengal and the transfer from A~flam of moat 
of the Sylhet district. The provinces were, howover, urged to oonserve and mobilise 
ell their reeonroos and eeoure the utmoet economy in their expenditure. 

The anticipated deficit of RR. 26.24 orornu wee left largely uncovered bemuse 
it Wm felt that but for oertain abnormal items, nuch as refugee relief tmd food 
subeidy which had gone to  awttll the expenditurt, ~ ide ,  there would 11avo boen a 
clear aurpbis. The only taxation pmpoeal announoed waa the roplncoment of the 
existing export duty of 3 per cent 011 ootton cloth and yarn by o, duty of 4 annan 
per aquare ynrd on cotton 010th and 6 annns a pound on ootton yarn, the ex- 
peotod yield h m  tohe above for thc current yocrr being Its. 1,65 lekhe, reduciug 
the overall defioit to Rs. 24.59 croree. 

A significant foature of the budget w w  that the expenditure on oertain items 
such as Defence and E =term1 Aflairs whioh hitherto wbe cbesified tts " non-voted", 
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is now brought under tho voting power of the Indian LtrgiaIsture, following tho 
adaptation6 to the Government of India Act, 1936, made by the India (Proviaionid 
Constitution) Order, 1947. However, some heads of expenditure continue to be 
"non-voted", important ones being tho salrrrios aud allowmoes of the Govornor- 
General, Mini~ters, Chief Commi~ionor~, tho Advocate-Generd and the Auditor- 
General, dobt ohargm, loam to  the Provincinl Governmentw and oxpenam of tho 
Federal Court and the Federal Publio Servicc~ Cornmimion. 

40. Hevised Edimatcs, 1947-48.-Tho revised estimates for tho 7) montba 
oovcred by tho interim budget ehow an inorease of Rs. 5.97 orom on the revenue 
side and a deomtuw, of Rs. 12.10 c r o w  on the d o  of ex nditure, with themeult that 
the overall defiuit i~ now expcated to amount to only X" s. 6.52 ororoe, an againet the 
bndget catimtcte of Rs. 24.69 ororos. !L1he im~novemcnt in revonue is mainly duo 
to (1) an improowment of b. 8.35 c row i~nder Customu, (2) n, windfall yield of 
Ra. 2.26 crom from Lho levy on old  stock^ of wugar releasod for nalo st i n c d  
prices following deuontrd m d  a further yield of ftR. 3 cromR from a ~imilaf levy 
on 010th and (3) remipta of Rs. 2 arorea on rtooonnt of the Cotton Textilee Equa- 
Iisation Fund. The receipts under the laet itom as well ati the sugar levy are, 
however, to he tmt-off by a corresponding provision in the expenditure estimates 
for funding the reooipts for the benofit of tho sugar and textile indnetriee. Against 
the incmaaes enurnertLted above, there has bee11 a reduotion of RE. 3 ororee in 
Income-Tax roceiptr~ and Hs. 1.38 urorc8 in the revenuo under Exoiee. The 
Divisible Pool of Incame-Tax now  work^ out to Its. 06.49 orom, of whioh the 
provincial ehare i~ RR. 29.74 omme. 

The mviscd elltimntc of thc total expenditure uhowfl s dectline of RR. 12.10 
mores fiom the buclgot estimates, aud of t h ,  the reduction under Defence Ser- 
v i a  aoconnta for Rs. 8.11 crorea, t l k  being duo t o  tho fnot that preoooupation 
with othor mattem did noC pcrmit exccution of the  plan^ for aoquisition of land, 
etc., for whoh substantial provision was made in tho budget. A providon of 
RR. 1 .G8 orore8 made for payment to an Equalination Fund for replacement of 
navel and airoraft h u  lapecd. Tho saving of RR. 5.99 crorm iu the Civil expenditure 
is due t o  the redoation in the exponditurn on the relicf and rehabilitetion of r e f u p s  
from &. 22 croree to Rs. 14.89 moron. A uavhg of Ra. 2.36 more8 is ale6 -timated 
in the provision of RH. 22.52 orow made iri tho intorim bnrIget for suheidies on 
ilnportod foodgraina. Them ifi a180 a attviup; of Ib. 1.29 oroms in the intereet 
ohargea. But thcue ~itvingn h v e ,  however, beun partly ofbet by the funding of 
tho receipt of Rs. 2.25 moma fiom the lovy on stockx of sugar and tho t r a d e r  of 
Ra. 2 orome to the Cotton Textilen Equalilration Fund, reforred to  earlier. 

47. Budget E a t i a a l ~ ,  1948-49.-'l'he budgot estimates for 1948-49 p l ~ ~  total 
mvenuc a t  Rs. 230.62 crow# on thc basis of the existing level of taxation, and 
expenditure tlt Rs. 267.37 crows, leaving a doficit of Rs. 26.86 crom, which would 
be rodumd to Rs. fL2.35 crores by the oontribution of Re. 4.60 orom from the 
railway surplua towar& the Genoral Revonuetl. Tho variation8 in tho important 
h e a h  of revenue ere indicated in the Table on page 77. 

On the r ~ e i p t ~ s  ~ ide ,  Custome are, expected to  bring in h. 81.75 ororee whioh 
will inolude e, full year's revenue horn tho enhanced duty on export8 of ootton 
cloth and yam announced in tho interim budget, Central Exaines RB. 34 ororem 
and Incomo-Tax Rs. 130 croms inclusive of Re. 12 crores on aooonnt of Exceae 
Profits Tax and Rs. 17 crorce on aooount of Bueinoas Profits Tax. The 
Divisible Pool of Income-Tax i~ p l m d  at  Rs. 80.24 croroa of which the Centre'e 
ehare will be h. 42.37 CrOP$S and that of the provinces Re. 37.87 aroma. 

Of tho ostiulctted oxpe~lditurc of Rs. 257.17 crom, tho Defence 8ervioes are 
expected to nccount for Hs. 121.08 crore~ ~tud Civil expenditure for the balanm 





TABLE 16-RLOElPT8 AND DIEBUR8EMLMT6 OF THE BDVERNIIEMT OF INDIA UNDER CAPITAL HEAD8 . 
(In lakhs of rupeecl) 

1947-48t 1047-48t 1948.49 Dh)rmmnb 1947.48t 1947-48t 1948.49 
Budget Revised Budget Budget Revikd Budget 

. . . .  Treasury B i h C  . . . . . . .  10.00 10.00 10.00 Industrial Development 5.31 6. 13 7.88 

Special Floeting Loans . . . . . . . . . . C m n c y  and Mint . . . . . .  59 79 72 

. . . .  small savings* . . . . . .  14. 00 9.11 31. 23 Defence Capital Outlay - . . 14. 99 

Other Unfunded Debt. . . . .  1.84 -20 1. 07 Grants to Provinoes for Demiopmsnt 20.89 20. 30 30.00 

Railwsy Depreciation end Reserve Diecharge of Permanent Debt . . 59. 83 69. 67 103. 78 
Funds* .. . . . . 4 -7. 03 -7. 64 

a Rsilnsy Betterment Fund* . . . . -3. 64 -2.87 -3. 99 Other Loena end Adoluloes . . 2. 81 2. 33 16. 66 . 
OD 

Other R e m e  E'unds* . . . . -11 -1 11 Advencee to Provincial Cb~)bwun- . . . .  mente . . . . 20.50 22.45 38.00 

Appropriation for Reduotion or Other Item8 . . . . . . . .  12.67 12. i 0  60. 09 
Avoidanoe of Debt* . . . . 6.00 6. 00 5.00 

. . . . . .  E.P.T. and Income-Tax Depoaita* . . -58. 78 -61. 88 -30. 06 Total Expenditwe 146. 88 141.24 288.67 

Other Iwma . . . . . .  . . 7.25 9.87 22. 88 

Defloit on Capitd Aoaount . . . . 134. 34 133.41 112.60 

Qnad Total L. 1 s .  63 14184 289.57 

Fi~urer am net . t The bud@ ooven only 74 montlu from 16t.h A q p t .  1947 to Slat lboh.1948. 



of b. 136.29 ororos. A furtllor proviaion of Rh. 14.99 crorm in reepect of Dofenm 
has been made in the capital bndgot for meoting expenditure on the eoquieition 
of permanent assete, euoh as land, new naval vosljds, aircraf't, otc. This method 
of providing for Defenm expenditure under e capital head, introdumd os a war- 
time innovation and discontinued lwt year, was revived in view of the pw~ent  
abnormal oonditions. Tho condit.ione omated by the partition of the oountry and 
the division of the Armcd Forms rendered demobilizl~tion difficult and the expected 
economies on acaount of dofonco could not therefom be uffected. Among the Civil 
eetimetw of h. 136.29 ororos, eomo important items are the providon of Re. 10.04 
croree for the relief and rehabilitation of mfugms from Pakietm area, Ite. 10.91 
mm for payment of eubeidies on imported foodgraine and bonusos to provinces 
for internal proourement of foodb.reine and a provision of RR. 20.03 croreR for 
expenditure on nation-building activities like education, yublio health and 
broadcaetiug. 

The Table on pege 78 gives a ~ u n r y  of the dhtribution of moeipta end 
diebmements of tho Governlnent of India on oapital aooonnt. Some of the 
noteworthy f e a t m  of the capifel budget, besides the outlay of RE. 14.99 orores on 
acoount of Defenoe expenditure (rofemod to above), are the provieions for the 
grant of k. 30 mma to  the provinw for developmonti and also for loans to them 
aggregating Re. 38 crow, aubjeot to the oondition that in reapect of grants, the 
provinces would oontribute an equal amount from their own rosourca. In thin 
oonneotion, tho Finan08 Mi&ter dinoloaed that on seaond thoughta the idea of 
reduohg the Centro'e promised assistance to the provinoe~ had been given up in 
the larger intereets of the developmont of tho country, although the grants wore 
likely to be clpread over a longer period. A provision of Re. 254 croros also oxiets 
for Central schemes of development relating to forecrtry, river projecta and national 
highwap. Re. 1 crore is to  be invested in the Tndlietrinl Finance Corporation and 
%. 2 orom am provided by w&y of a loan to the Damodar Vdey  Corporation. 
Expension of civil aviation and the oomtruction of a fertiliner factory am other 
projeofe that have boon provided for. A oentral m r v e  of 6 l&Iw tans of food- 
graine wlw p r o p e d  to bo built up far which purpcwe a aum of Re. !27 croros has 
boon provided. E'urther, a sum of Ra. 10 croren h~ been provided for advances to 
the Rehabilitation Finanoe Administration. The overall proviaion in the mpital 
budget for normal requicernente and for fintlncing the development aohemw both 
of the C~ntre  and the provincoe amounts to Re. 1664 croree. 

The Finanoo Minisbr etated that on a review of the eritlting taxation yolioy 
(RB embodied in tho last budget of undivided India), he w a ~  eatisfied that there 
wae ju8t.ification for the oriticiem that the level of taxation affected the incentive 
for saving and investment and in view of tho necoseity to stituulate invecltmont 
and increese roduotion it wss oxpodiont to offer relief in taxation. The ohangee 
proposed in t f: e budget in this reRpoct am detailed below : 

Entima& h a  
M m r e d  o j  Helillf of rrvsnur 

(1) Reductiot~ of thc Buuinom Pm5k Tax fmm 1Hf p r  onnt to 10 par 
c a t  mnd mbhg of tho abatement tn HE. 2 Iakhs or 6 p r  cent of the 
capital employed whichever is lacgnr (against tho existing RE. 1 ldt11 . . . . . .  or 6 per uent) . . . . . . . .  . . Rs. 1 cmre 

(2) The r a i e  of the limit of ~ I ~ O I I I O  ut wl1ir.11 tku ~ u u x i u ~ u  mto uf 10) 
an- will be applicable to lZs. 3 . 6  laLlle for both earnod and unearned 
incomns, iMtead of nr. 1 .5  and RR. 1.2 Iakhs mpmtively, with 
rearrangement of t i e  rstu of tax within the slshe . . . . . .  ,, I crora 

(3) Ruduction of ttin tax on undistrilrutud profits of r.ornper~iucl  fro^^^ 5 to 
4 annas in order to eurourngo tllu plowl~ing back of yrofita into the 
businees . . . .  . . . . . . . . . . . .  . - ,, 2 c r o m  



Euiimdcd h a  
M P ~ A ~ ( L I ~  o j  Rdidf of r m t n  

(4) Income-Tax on compeniee with a11 income of Re. 2ii.000 and below 
t o  he rcxfucal t o  half tho usual mteR in older to encourugw the gmwth 
of m ~ a l l  aomponierr . . -. . . . . . . . . .. Re. 13 lskhs 

(5) Exemptior~ from taxation of do~~nlionu to chsritiecl and to irmtitu- 
tlorle so long err they do not excead 5 p r  w n t  of the net texeble incomo 
in tho ame of nompenies and 10 per cent in  the cnae of illdividualn, 
~uhjwt to  a maximurn Re. 2) lnkl~s in  t~otli casua . . . . . . . .  7G kkhr 

(6) Mlmicipel tax- on h o w  pmperty to be uxu~uptod iu aalcuhting 
Income-Tax prryeblu . . . . . . . . . . . . . . . .  76 h k b  

In the field of indirect Laxation, tho Financo Minioter proposed the following 
c b q m  : 

E u u  h 4  
of r m u s  

(1) The export duty on sloth to  be nonvortod into an ad valorem duty 
of 26 per cent. handloom cloth boing exempted from the duty and 
tho duty on exporta of yurn tu bu withdrawn . . . . . .  . . Ha. 4.60 o r o m  

(2) Tho withdrawal of tho oxcitw, duty on betelnuts . . . .  .. ,, 30laLbr 

In  view of these, the eatimafod ovcrall defioit of He. 22.35 m r o a  was expcted 
to inorewe to Re. 30.82 croroa after nllowing for the provinoial share of the net 
Iw of revenue. But in view of the pwvalenoe of inflation i t  was ~ h o  felt de- 
sirable to reduot, the gap bctwoen revenue a d  expnditure ma far as pomible, if 
not to produce a surplus budgct. Tho following meauuree woro, therefow, propoeed : 

Under the exiuting procdure, tuivnnoo pnymenta of Inoome-Tax are not 
crodited aa revenue but held in depwit till tho asso~ement of the tax i~ oompleted. 
Sincx, these payment8 nro not mally refundabls d o p i t e ,  the Finance Ministem 
propoeed to credit thorn to rovenues etraightaway with offeot from the h o i a l  
year 104840. T h i ~  revined procedure would divert to  rovonuo h. 10 orom, reduo- 
ing the anticipated deficit by a liko amount. The remainder of the deficit of Rs. 20.81 
more8 i~ to be made up by the following additiond taxation : 

E6- yiad 
(1) The raini~q of tlin Curporutic8n Tax or1 foreign compa~liou frum 2 to  3 

a m  with s rebrlo of onu annn to mi~ipsiiies declnriug and diutribu- Ib. 2.00 cmm 
ting dividende in Iuclia. .. . . . .  . . . . . . . . 

(2) E x p r t  duty of I(e. 80 per thri o t ~  oilacmle md 121. 200 per to11 OIL 

vegelablo oils . . . . . . . . . . . . . . . . ,, 2.60 c r o m  
(3) Export duty of Re. 20 p)r to11 on inang~ncul~ . . . . . . . . . .  80 hkhs 
(1) Import duby oil rnotor cam ta bn m i d  from 45 to 60 per wnt, with 

o pdcmuw of 74 per crnt  in favour of tho Unitod Kingdom . . ,, 60 laLhr 
(ti) Tho import duty on cigars. cigaratten and manufmtured tobacco to 

be slightly r a i d  . . . . . .  . . .. . . . . . . . .  12 ldrhs 
(6) An exoim duty OII cigarvttes amoiinting to roughly 26 p r  cent on t h e  

ex-f'mtory p r i m  . . . . . . . . . . . . . . . . . .  7.00 o l l ~ r e ~  
(7) Duties on unmcmufsctnrad tobnaco to lu d c d  from O to 12 annos 

p r  lb. in m~nu canen and from 3 to 4 annoa per Ib. in  otf~ers . . ,, 2 .OO omm 

(8) Enhancement of the e x o h  dutioa on tea and wffw from 2 aunaa to 
4 annsnperlb. . . . .  . . . . . . . . . .  . . ,, 2.10 orares 

(9) The duty on vegotublo produot to he rained by 60 per cent to  Hs. 1-8 . . . .  porcwt. . . . . . . . . . . . . . .  . . 40 wrh. 
. . . . . . . .  (10) A n  inuros~e of M per m n t  in tho duty on b p s  ,r 40 h k h  

(11) An incrrrrse in the duty on rn&.chos from Re. 1-12-0 t o  Rn. 2-8-0 per 
v o w  . . . .  . . . . . - . . . . . . .. ,, 1.M)orora 

(12) Knl~nucenic-nt in the wgistraliivn fcv and surchnrgo on Tmnk Tole* . . . . . .  pholtc. calla . . . .  . . . . . . . . 40 la& 



The total net rovonue accruing from the above taxee was estimated at 
RH. 19.72 crores, thereby reducing the deficit to  Re. 1.09 ororea, which WRA pro- 
posed to ho left uncovered. 

The followirlg modificatiom of the taxation propwa1~ euggested in the Solect 
Committoe's report on tho Finance Bill and presented to the Contltituent A~eembly 
(Legislative) on 22nd Maroh, 1948 wero pcrerwd in toto on 30th March, 1948. 

Edti~mied c h n y o  
st& rcucr~t(.c 

(1) Rduction of the ~ t w d  oxcim duty on (Aw uncl coffee fmm 
2 mnea to one amla pea Ib. .. .. - .. . . . .  . . Idoss of Re. 106 lukhe 

(2) Reduotion of thm oxcia, duty on vegetable ghcu from RI. 7-H per uwt,. 
to Ha. 7 pnr uwt. .. . . . . .. . . . .  . . . . Loaa uf Rs. 8 lakhs 

(3) Imwering of tho uxport cll~ty on vegotublv oils from I ~ R .  200 per Lon 
to Re. 160 por ton in ordor to enootuWv tho oxport of oil ratLor than 
oileeerle . . . . . . . , . . . . . . . . . . Loan o f f  H. 33 Iakhn 

(4) Tho orport dr~t~y on nwjpnimo to he altered to au u3 &em rate nf 
26 per omt . . . . . . . . . . . .  . . . . Loae of Ra. 8 UJM 

(6) The minimurn amount tn ruseess Inoouo-Tar bo r a i d  from Rs. 2,800 
to Rs. 3.000 . . . . . . . . . . . . . . . . L o a ~  of He. 50 lakhm 

(6)  Tho c h u m  regarding &Lo oxomption of municipal Laxeu on proporty 
in ealaulatil~g the kruomne-Tax payahla bn deleted from the Bill ae 
it should Inom appropriately he dealt with whilv conaidoring an 
amendment to the h m e - l i u  Act . . . . . . . . . . Increase of Re. 78 

lakha. 
(7) The exemption from tax of donntiooe to chi t ius  be applicable only 

in the cwm of donationa madn on or dLer lat April, 1048 . . . . Addition of h. 75 
hldln. 

The financial offect of thew modifications is n. net curtailment of RR. 54 
lakha in revenilo. If scoount ie taken of tho inoidontal inoreme in .Inmme-Tax 
revenue payable to  tho provinoes, the total l o ~ e  wolild  mount to  Re. 1.04 crores. 
Tho deficit of RR. I .00 crorea in the Fintrnoe Rill propr  wiI l  thue he raiacd to an 
over811 deficit of ItR. 2.13 crores. 

An regardu tho Govornment'e loall programme during 1048-49, the target has 
heen fixed a t  1Ce. 160 omrorr, and the soah of borrowing iu proposed to be ~ t e y p d  
up if aircumstancw are propitio~is. 

Allowance hae also been mndo for the iruplornentation of tho rccommenda- 
tiona of the Economy Committee which was appointed to go into the qtle~tion of 
the elimination of wasteful expenditure in tho Govorument departments. Though 
its findings havc yot to b publitlhed, a himp sum token cut of Re. 24 orores has 
been made under tho various h d  of Civil expenditurn in order to ennure that 
economy is effeded ponding the report of the oommittea. Should the eoonotuietj 
auggosted exceed this figure eteps am to be taken to see that they are realised. 

With n view to tapping new rovenuo resources, the Estate Duty Bill waR 
re-introduoed on 22nd Maroh, 1948. The proocoda of t h b  duty will, however, go 
to the provinoes. 

RAILWAY BUDGETS : 

48. Acmunta, 1946-47.-Acaounta for the year 1646-47 have not yet been 
findy oloaed. 

49. Interim Budget EstinaatRs, 10-17-48.-AE in the oaae of the Goneral Budget, 
the 6r6t Railway Budget of the new Dominion of India presented to  the Cornti- 
tuent A~sombly (bgislstive) on 20th November, 1947 alm relrtte~ to the period 
from 15th Atigust, 1947 to  S l ~ t  March, 1948. 





steeper for higher clwaou. The new ratca, clawwise, in pies per milo wore as fol- 
lows: first, 30 ; secoud, 16 ; intor, U (mail) and 7) (ordinary) ; third 5 (mail) and 4 
(ordinary). A feature of the revisod rate0 waa that they were no longer to be on 
the toleeoopio baais (decreseing with the length of the journey) but wore to 
be charged a t  a flat rate. The oxieting concession to 1' and I1 claw military 
pausengore of paying half the f w  wa8 Lo be withdmwr~. 

AA regards goodu rates, pending detailed  investigation^ on the question of 
their eimplification, only the following acljustment~ wero to bc made, namely, tho 
up-grading of certain commodities fiom rr lower to a higher class and the raiuing 
of olttsa rat0 for otheru on a telescopio basis. There was to be either no iscrewe or 
only an insignificant incrcsso in respect of food grain^. As regards coal, it wm 
propwed to withdraw the rebato on the commo&ty shippod uoant-wh, to raiao 
the terminal oharges by 60 per oent nnd to inor~aee the eurcharge on coal from 
20 to 30 per cent. A highor sokedule of rates for iron and steal to  the extant of 
about 20 per cent was nbo propo~ed. Tho above proposnle were expctod to yield a 
revenue of HR. 9.16 ororee, and t h e  together with ctn incream of RA. 4 lakhe under 
miecollaneoue rcoeipls we0 expectod to reduco tho antioipated defioit from Rs. 12.38 
monte to Re. 3.19 croms. In tho c o m e  of tho debate i t  war, deoided to  reduce 
the total working oxpewee by Re. GO la&, thus reducing the net doficit to 
Re. 2.69 crores, which was proposed to bo covered by withdrawale fiom the Etailwey 
Reserve Fund. In  view of the deficit, the railway8 were not to  make the oontribution 
of Re. 7.50 crores towards the Ceneral Revonuee as contemplated in the 1947-48 
budget of the undivided India. 1,ikewbe thero was to he no contribution towar& 
the Railway Betterment h d  which was etarted in 1846-47 in order to moet the 
expenditure on emenitios to passengers end staff wolfam sohernee. An expenditure 
of Re. 3.84 croren waa, however, to bo met from the Fund during the budget 
period st the end of which (i.0. ou 31st March, 1948) tho balan~w in i t  wee estimated 
a t  RE. 8.07 ororoe. 

Tn the capital portion of tha budget, provieion wtr~ made for (1) tho conetruc- 
tion of three new linoe and reutoration of linos dismantled during the war, (2) 
inveutment in the joint road-rail transport companies which aro being formed in 
Borne ofthe proviutx~~ and (3) open line works. The net expenditure on constructions 
and open line works of Re. 31.38 ororee was to bo charged as followe: to 
Capital, Re. 17.78 aroree ; to the Depreaiation Fund, Re. 9.76 orores ; end to the 
Betterment Fund, Re. 3. $4 crores. 

60. ReviaLd Eetirnuku, 1947-48.-Tho revised entimates for the period 15th 
August, 1 W7 to  31st Jlaroh, I948 uhow a p a t  variation from the budget eatimetes 
sin- the a~eumptiom regarding tho future trend of traffio nnd the working of the 
arrangement8 agreed to between the two Uominions were falsified and the return 
to normalcy w m  elowor thml was expected. The revised figurns disclow a fall of 
BE. 8.03 ororea in the total roceipts mainly due to a fall .in both  good^ and paeeenyer 
traffic earning6 a t  Ru. 83.38 crotes and Its. 45.28 crores rospeotively as against 
the original estimate0 of Rs. 57.23 croroe aud Ru. 62.12 croros. 

The revised etltimate of ordinary working oxpennes iu also lower a t  Rs. 93.65 
orom as agoinst Re. 99.12 orores in the original ostimste, due to the fact that the 
expenditure budgoted for codd not bc incurred for variou~ rea8ona and had to 
be postponed. Coneoqnently, tho mt deficit incma~ed fiom the original estimate 
of Rs. 2.69 crores to RR. 5.20 mores, which wm to be mot by withdrawal from 
the Iteaerve Fund, which after meeting the deficit would lrtand a t  Rs. 3.80 crorea 
a t  the end of March, 1948. 



61. Bwlget Estimdtx, 1948-49.-Tho bi~dgot eebimatas for 1948-49 plaoe total 
receipts a t  Re. 193 -15 moret?, the bulk of whioh i~ &ccountOd for by peseengcr 
olwllings and goods earning# :amounting to Rs. 79. ti4 urorea and Rs. 94.10 aroma 
respectively. Ae against thiu, the tote1 expenditure i~ expected to be Ra. 183.31 
crow co~wiuti~~g of ordinary working expernee Re. 147 .I5 orowe, depreuiation 
KR. 11 . l$ ororen, payment to worked lines Re. 1.45 urorw, interent charge8 
1Cs. 22.83 croree and miaccllonooue expenditure Rn. 1.00 orore, leaving a net 
uurplulul, of Rs. 0.84 crores. Consequontly, no inc~vams in faree and &eight are 
proporjed. 

As regards the diuposal of the railway surpln~ and tho extent of the contri- 
bution to  he m d e  to the Cenerrtl Revenues, a Committee of tho HOUM appointed 
for the purpme recommended the following q~propriation8 : h. 4.60 aroma to 
the Clenersl Revonuee, Rs. 0.84 crore to the 13etterme1lt F w d  and Rs. 4.50 
oromtj to  Railway R c ~ r v o .  Tho proposals were accepted by the Government. 

I n  the budget for 1048-49, Rs. 3.69 crores have been provided for the conetruc- 
tion of new lines and for tho roetoration of lines dismantled during the war. Of 
this, Re. 2.50 crams am for tho aomtruction of a direct railway link betwtmn h a m  
and the rcvt of Tndin. The net provi~ion for works haa beon plaoed a t  Re. 53.29 
ororo8 of which He. 24.64 croreR will be met from Capital, Ra. 6.22 crores from 
tho Rotberme~lt Fund and Rn. 23.43 crores from the Depreoiation Fund. 

In  regard to the division of capital liabilitieu au between Tndin and Pakistan, 
tb prinoiple that wee agrood to wae t b t  so far as cornmeraid lines were ooncemod 
India'u oapitd linbilitie~ would ho baaod on the principle of book-value, and not 
earning capacity. AR %ardu ~trategio linos, I l l d i ~  Jias agreed to  acoept 50 per cent 
of the liability. 

I n  tho oourwe of the budget speech, the Transport W t a r  promised to place 
before tho Howe a Bill for netting up a Railway Raten Tribunal with a muoh wider 
scopo than the present Rate8 Advlllory Committoe and with a mandatory and not 
merely an advimry jurisdiction. 

62. Provimid Bt&&.-The wcompanying diagram clepiote the mnin features 
of provincial finance8 ~ ince  1938.39, while Statement X I V  show8 Ihe receipta and 
cxpenditure on mvonuc account of the variouu provinoas for the yeam 1988-39, 
1946-47, 1947-48 and 1048-49. Tho following Table pre~ente coneolidated figure8 
for revenno, cxpenditure and suq>lunes or dofiuite of all the provinws of tho Indian 
nominion oxceyt tho E u t  Yunjnb and W o ~ t  Bengal. 

(In lakha of rum) 
A C C O U N T 8  

r C - Revised Budget 
1939- 1941- 1943- 1043- 1944- 1040- 1946- 1047- 1048- 

40 k2 43 44 4s 46 47 48 40 

Total Sur- 
pl- .. 1.17 3.40 4.9'1 4,47 6,l4 4,24 7 1  1.69 1,49 

Totnf Deficits. . . 3 .. 65 . . 26 .. 1.06 8,52 

Net Surpluuca 
( +) or Defi- 
cits(.-) .. + l , i 7  $3.37 +4,U7 +3.02 +6,14 f3.90 17.01 +53 -8.03 





The 6nul acoountn of the provincee excluding Wost Bengal and the East 
Punjab for the yoar 1946-47 nhow totel reverlue and exponditurt, a t  RA. 169.78 
orom8 and IGrr. 162.17 or om^ mspectivoly as against the revised entimatas of 
Ra. 168.72 orom and Re. 187.25 crores. Thua, although the revised 
wtimatee anticipated a uurplus of Re. 1.47 croms only, the final accounts aotusUy 
revealod n surplus of RR. 7.61 ororee, princip~lly due to  the inorease in 
rovenue under Excise and in tho provincial shnrc of Income-'l'ax. The revised 
estimates of tho above provinces for the year 1947-48 place revenue st Ra. I81 -84 
crores and expenditure a t  Rs. 181 -31 crores, myrerrenting an increase of Rs. 7.92 
orores and ICs. 5.22 crores reupectively over the budget ostimatee. In the net, 
the anticipated defioit of Ra. 2.17 m m s  in the original hydgot q l i m a b a  k ex- 
peoted to  be replaoed by a small s q 1 u s  of Rs. 0.63 croro. The increaee in revenue 
is due to Irrrgcr tax oolleotion~ while the rise in expenditure is acoountcd for by 
tho increased coet of civil edmini8tration and social ~ervicou. 

The oombined budget eutimetes of all the provinces of the Dominion 
(including the Bhet Punjah and Wcet Bttngal) for 1948-49 pll~ue total 
revenue a t  Ru. 2 a . 7 7  oroms and total oxpendilure at Ba. 268.27 umres, 
the prospective defioit hcing Rs. 15.50 croros. Defioitu havo boen anticipated 
by tix province#, viz., Bombay, West Bengal, Uuited Ymvincoa, the Eut  
Punjab. Awnm and Orima, aggregating Rs. 16.99 crores (the East Punjab 
amounting for Ile. 6.69 omre6 and the United l'rovinwe for He. 4.70 cmm). 
AH a g a h t  this, two provinoes, nnmoly, Bihar and Central Proviuws end Borer 
have budgeted for small surpluses totalling Rs. 1.49 orows whioh reduoe the 
oombined defioit of all provinces to Ru. 15-50 crores. As on the last occasion, the 
Madras Government have agaiu balanced their budgot only by drawing u p n  the 
Rovenue Remrva Fund to the extent of Rn. 5.62 crow. 

h compared with the revised oetitntlto:, for 1947-48, the combinod budget 
eetimate~ of all the provlllce~ for 1948-49 ehow an incmmo of Ru. 35.73 crores 
under revenue, partly became of the fact that in the oaee of the Ewt Yunjab and 
Wcet Bengal the badget for 1948-49 covers a full year whoreas that for the pre- 
vioue yo= rehted only to  74 mouths, and partly due to the rieo in the provincial 
quota of Income-'l'nr conacquent 011 the modificaLion of the Niemeyer Award 
re-allooating, among the provinces, the n h m  hitllcrto allowed to tho provinces 
that hsve been separated from Indin. An important point to be noted in this 
connaction ie the inclmion by provinoes undcr revenue of the grants made by the 
Central Qovarnment towards poet-war developmont and Grow-More-Food osm- 
paibm. The policy of prohibition ie oxpeoted t o  cilrtail the income undor Excim 
to the extent of noarly I&. 9.74 croroe, of which Rs. 6.70 crom will be accounted 
for by Madrn~ alono which ici to  rench  it^ goal of complete prohibition during the 
budget year. Bombay's loss under Exci~c is orpected to be %. 1-72 moms followod 
by the United Provincoa with a losu of Rs. 0.79 crore, which w i l l  ZII) plzrtly re- 
ooverod by inureaaing tho duties on liquor and  drug^ irr non-prohibition mae .  
The remaining provinces have decided either to hold the prohibition schemes in 
abeyanoe for the time being or roach the god very slowly. 

On the expenditure side of tho provincial budgets, the antioipated increme 
of Re. 47.19 croree ovor the Iwt year's ro* entimatea is agairi partly due to 
the fact that in the caso of the Biat  Punjnb and West Bengal the wtimatea for 
1948-49 rolate to a full year and partly for other reaeoua, those common to slmout 
all the provinces being the increased expendiknc on ciecurity eervices nectwsitated 
by the communal disturbances connoquent on the partition and the largor provhion 
for eocial serviw, eapeoially in tho United  province^. Other factors which have gone 
to swell the expenditure llre the roviscd pay mlea of Cfovernment servsnte, eub- 
~idies  for food, litoracy programmes, industrial development and above all the 



relief ctnd rehabilitation of mfugeee, the l n ~ t  itcm being prominer~t c~pecially in 
the East Punjab, which will apenll about Re. 7 croret) by WILY of relief and a furthor 
~ u r u  of He. 2.45 orom by way of loans. 

Tn order to cover the defioit botween the revenue and expenditure amonnting 
to lk. 15-50 croree, the Provincial Governmcntu have decided to incream the 
rates of existing tnxen and/or impotle fienh taxation. IL'hut3, enbancementa ere 
proyoacd iu (1) tho d e s  tax by Bombay, (2) the entertainment tax by Bombay 
and tho East Punjab, (3) the betting tax asd tho duty on admiasion tioket to  
the r w  courne by Bombay, md (4): the duty on intoxioante by the United 
Provincee end Bihar. New taxes propoeod are (1) damp duty on tramactions 
in the cotton markot in Bombay and (2) gcneral a d e ~  tax and tex on api-  
cultural inoome in the United Provincolr. The sale8 m d  entertainment taxee 
were cnhasced in Ikfadrae earlier with offeot from Jnsult 1948. In  the provinces X; of h m ,  Ceutral Provinwn and Borar, Orilraa and est Bonyal, no f m d  
tax- are to be loviud. As regard8 borrowing, only the Gnited Provinw Govern- 
mnnt yropoltt: to float a lorn of ltn. 24 uroroa in tho hudpt  year. 

Other featureti revenlod in tlio provincinl budgets arc (1) tho gradual rrtrtjonali- 
gation of m d  t r n ~ ~ ~ p o r t  ~crvicen ill Bomh~y, Ritrdras, Central Provinces and 
Bcrar, Asntlm and the Crnitcd Provinme, (2) the crppointmont of cornmittem to  
go into the working of Coverumcnt department8 iu order to suggwt economier, and 
(3) the setting up of lndu~trial Finance Corporatio~m by tho Qovornmenta of West 
Bcngal and Madras, tho lt~ttcr having set aeide Rn. 0.51 crore for the p~wyolre. 

53. Subventions and Paynunts/rom the Cenlte.--The following Teble ehows the 
subvantione and other pnymonh nlada by the Contra1 Government to provinces 
since 1937-38. 

TABLE 20.--ALLOCATION OF TAX PROCEEDI, SUBVENtlONS AND QRAMTSIW-AID 
TO PROVINCE8. 

(In crom of ~ p e e a )  

Yeur Illcome-Tnx Jute duty Scrbvcr~tionu Olhar KruuLe- tda l  
in-aid 

isan-an , . . . .  I .so 2.61 3.03 .... 7.04 

1948.49 (Budgut) . . 30.41 0.93 0.70 2.25 10.N 

A'ol :- -Yippm up to mcl including 1946-47 rulutu to rlndivided Indiu. 
t Viguma ralatc Lo 74 ruontl~a fturu 16th August. 1947 to 31at Muwh, 1948. 



The provincial aham of Income-Tax waa hithorto regulated by the Government 
of India (Distribution of Revenuee) Order, 1938 ae amended from time t o  time. 
With the partition of the country, however, the basis of allouation had to be 
rev- in viow of the need for dintribution, among the mmeining provinces of 
India, the &am hitherto allowed to the provinces that havc now become p a t  of 
Pakistan. Accordingly, a new Order, tn'z., tho Government of India (Dbtribution 
of Rovenu-) Order, I948 W~LR promulgated by the Governor-Goneral on 17th 
March, 1948 and Was given retro~poctive effeot from 16th Augu~t, 1M7. 

According to the Order, the provincial &re of the hoome-Tax recoipts i~ 
an before fixod a t  50 per cont ofthe Divisible Pool both for 1947-48 and 1948-49. 
The c~llouatione to individilol province8 will be ae follom : 

W a s  . . . . . . 
Bombay . . . . . . 
United Provinme . . . . 
W e ~ t  Beqal  . . . . . . 
Bihm . . . . . .  
Central Provinces sud Berar 
hnam .. . . . . 
E a ~ t  Punjab . . . . . . 
Oriesa . . . . . . 

(Poroentagetr) 
New Old 
18 15 
2 1 20 
19 16 
12 20* 
13 10 
6 6 
3 2 
6 8* 
3 2 

Statement XI11 'vee d e t a l  about the psymente in renpeot of each province. 
It will be observed gem tho following Table that in tho yeax 1948-49 a sum of 
He. 37.87 ororee has been oUoceted for dietribution among the provinooe out of 
the total estimated Divisible Pool of RH. 80.24 or ore^. 

TABLE 2I.-DIVISIBLE POOL OF TAXEl OW INOOME AND DlOtRIBUTION BETWEEN 
THE OEMTRE AND THE PROVINGEI. 

(In I& of rupeer) 

lQ47-48t 1947-487 1948-49,* 
Budget Hevied Budget 

Totel Twres on Tncome other than Corporation . . . .  Tux, exoluding Ccmtml Burcharge 70.69 69,82 87,26 

DeductPortion uttributable to Wen on fsderd 
emolument, rrnd to Chiof Commiasionsrs' 
Proviuw and minmllaneoue reaeipts . . . .  3,74 5.72 6.88 

Shere of uost of oolleotion . . . .  . . 76 61 1,12 

DeductAmnunL to  be rntaiwrl by Central 
Chvernment . . . . . . . . . .  36.06 35.76 42,37 

t The figurer mrrfe to 7 )  ruoulrs frvm 15th August, 1M7 to 81rt Maroh, 1948. As pm- 
mnted to the Leghlature. The amount pyable to provineem will be RE. 36.41 crom if the effeot. 
of new toration p r a p l r  em inoluded. 



The new Order hnu nleo fixud the nham of t h  jute export duty to be asuigned 
to the produoing provinces et 20 per cent as against 62+ per oent under the 
Niomeyer Awnrd, the totnl sum available for difitribution under t k b  head during 
1948-49 bcing Rs. 93 lakb.  

The Order albo f ixe~ grants-in-aid to h m  and Oritlsa for the yeare 1047-48 
and 1948-40 out of the Dominion Revenuee. The allooetions for thc year 1947-48 
to the two provinces me Re. 18.75 lnkha end Rs. 25 ltrkhe respectively while for 
the year 1948-49 they are Rn. 30 l a k h ~  and Rs. 40 l a m  reupectively. 

B. PUBLIC DEBT 
54. General.-The debt popition of the Central and the Provincial Covern- 

ments during the war and pont-war yeam in revealed In the Tahle on pago 74 
and the iliagrama faoing pages 88 and 89. Uue to ir further rodnction in expondi- 
turo as well as borrowing from the mnrket, the total rupee debt of the Contral 
Government a t  the end of 1047-411 showed en actual decrease of Rrr. 7.03 ororea 
from Rs. 2,142.00 croree bt the end of 1946-47 to Rs. 2,134.97 crone a t  the end 
of 1947-48, as agaimt an incmaue of Rcl. 206.07 croree in 1946-47 and Rr;. 365.53 
ororee in 1945-46. The borrowings of the (:ovcmmeat from the market during 
the year amounted to a.pproximately RR. 40 crorel) and thuu fell uhort of the 
target of Re. 150 crores envisaged in the budget for 1947-48. Thin was due 
primurily to  8uch non-monetary faotors RR the unwttled political conditions 
prior and sub~equent, to the partition of tkc country'iind the hcarrenoe of 
aomn~unal trouble in part8 of the country. The target for 1948-49 is fixed 
a t  RR. 150 croms or more if po~niblo. An regards the oompo8ition of thc rupee 
debt, thero were only slight changes during the yoar. The proentage proportion 
of the outstaruLings of the undated loans, Tremury biU8 and postal aavillgs to tot81 
rupee debt incrcamd rcqectively from 11 -9, 3.6 and 12.5 a t  the end of 19443-47 
to 12.1, 4.0 and 13.1 at the end of 1947-48. The proportion of the dated loam 
and other obligations, however, ~howed dedine from 59.3 per oent and 12.7 per 
cent to 68.8 per cent rrnd 11.4 per cent rwpcotively over the eame period. The 
sterling debt revealcd s large d c c h e  duriug tho year, the total cl~~lount outate~ding 
excluding railway arlnuitietr declining from Rs. 36.61 uroroR a t  the end of March. 
I047 to Rs. 30.28 crorcrr a t  the oloao of March, 1 948. 

As rcgania the proviucinl debt po~ilion, it was rloticetl that the out&anding 
total debt of ail the provinces in the Dominion of Indie (vide Statement XV) 
showed a declinc of RR. 37.91 u r m s  from h. 157.79 orores a t  the end of 1944-47 
(Accounts) to Rs. 119.88 crome nt thc cnd of 1947-48 ( R e v i d ) .  Thi~  is primarily 
due to the fact that the figures for tho former year inolude those of the undivided 
provinoea of hngol and the h n j a b  whoreas those for 1947-48 relate to the 
partitioned provinoes. No Yroviucial Govomment rellorted to  long-term horrowing 
during tho year ; neithcr did nny provi~lcial loan fall due for repayment. 

5.5. Indo- Pakistan Pinam'al Agrmme J.-Early in ~eoembcr ,  1947, the 
Governmente of India end Pekiatnn arrived a t  a finanoial agreementpin %he metter 
of tho allocation of putlio debt, owh bthncca, yensiom, military utowe, Ordnance 
faotorien and other fixed aescltu of undivided India. Pakhtan's  ha^ of the public 
debt is made up of thc velue of asuete, phpioal or Gnanoiel which lio in Pakintan 
or ere taken owr by the Pakktsn Government plus 171 per cent of the uncovered 
dobt represented by the cxoess of liahilities over assets of the undivided Central 
Government, ,539.9 the liabilities directly aseumed by the Government of Pakktan. 
For purpoeen of valuation of the asaetn taken over by the two Dominions, i t  has 
been agreed to  adopt book value8 in d l  caaee except strategic railwap, the book 
oalne of which in to be written down arbitrarily by about 50 per oent. The initial 
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reapomibility for all the liabilities of the undivided Government a t  the time of 
the partition has bcon assumed by the Government of India, end Pakietan ie 
to pay her share to  rn'ndia in Indian nlpees in 50 ennual equated imtaments for 
prhcipal and inhemet oombined, uommcncing from 15th August, 1052. The rato of 
interest will be the same ns the average yicld, over a period of two yearti preceding 
the date of tho partition, on the rupee end sterling eeouritics of the Government 
of India with an unexpired ourrenay of 16 years or over, rounded to the newest 
one-eighth of onc por cent. AA stated by India'a Finanoe Miniater in the o o w e  of 
his budget epeech, on a very rough estimate, Pakistan's share of the debt islikely 
to he of the order of RR. 300 croren and the rela of intsrcst near about 3 par oent. 

Thc undivided Governmelit of India's oanh balanoea on the eve of the 
partition worc estimated et a little under Rs. 400 croren, inolueivo of the neourities 
hold in the C a ~ h  Balanue Investment Acoount. Of thwe, Pakistan's share has been 
a g m d  upon a t  Rs. 75 crows. 

AH for the allooation of sterling aeeeta, under partgapb 4 (3) of Part I V  of 
the Pakistan (Monetary Syetem and Iteserve Rank) Order, 1947 as amended in 
Narch, 1948 (vide, para. (24 ), i t  has been a p e d  that out of the storling asmts of 
the Rmorve B a d ,  Pakiatan will rocoive a &me in the proportion of the notes 
outntanding in Paltietan on 30th June, 1948, euhjeot to  adjuetmente, if any, on 
account of Pahtan'u liability in respact of any of her rupee seouritiee hold, 
or advmoes made to her, by the Reserve Bank. 

Be regards pensionn, i t  has been deoided that eaoh Dominion will continue 
to di~burse the pensions now in payment in her territory, India continuing to 
pay the overnew pensions. The vdue of ail pensiom, both part earned and in 
issue, will bo capitahed and the hhil i ty will be eha,red in the same ratio aR a w e d  
upon for  har ring the uncovered debt. Pakietan's share of the military storcs  ha^ 
boen a p e d  upon a t  a third of the etooke held in In& and Pakistan on the date 
of tho pertition or a third of the mehtenancx? and reserve requirements of the 
two T)omhions calculated on an agreed begie, whichever ie les~,  the baltmnoe, if 
arry, falling to India's share. In  addition, the Government of India will make 
available: to the Cflvernme~~t of Pakistan a sum of Re. 6 croree-which will, 
however, be added to Pakistan's debt-by way of ~niatanoe to  set up Ordnnnce 
factoriee m d  a fow otber eusontial institutions, nuch as a 8eourity Printing Press. 
No physical division will take place as rogards Ordnance faotorieu of tho undivided 
Government, the Indim nominion taking full liability for their book valuo. 

(a) (.:C)VEHNMENT HALANCES AND SHOBT-TEBI B O ~ B O W I N ~  

56. Ral~ncw.4tatomeut XVI ehowa the reepeotive baiancee of the Central 
and Provincial Covernmonts with the Roeerve Bank and a t  the Government 
Tre~ur iee  a t  tbe end of each month during 1946-47 m d  1947-48 as well ae on 
the day of the partitiou. The month-end balanoes maintained by tbe undivided 
Government of India showed a decline from Rs. 422.86 arores in March, 1947 to  
Re. 399.65 ororen in April and after nerrow flnctucrtione stood a t  ICe. 371 .OO crores 
on 14th A u p ~ t ,  1947. Mainly as a oonsequenw of the transfer of Rn. 20 orores 
on 20th Auguet, 1947 out of tho oash balanoes of the undivided Contra1 Government 
to provide an opening b h o e  for the Uovernment of Pakbtan, the balanoes af 
the Government of the Indian Dominion fed to  Re. 360.04 ororee et the end 
of Augnet after which they m e  to Rs. 369.69 oroms again in November, but 
declined oontinuously thereafter to  Re. 262.86 oroms in Februery, 1948, partly 
due to  e further transfer of Re. 50 mores to  the Government of Pakistan on 
19th Jmuary, 1948, tbe closing balanoe at the end of Marob, 1948, howover, 



being Rs. 274.85 crom~. 'l'bo average of Blhe month-end balances of the undivided 
India during the 44 month ended 14th August, 1947 stood lower a t  Re. 391.01 
croee againlit that of R.8. 469.01 crorcs for 1946-47, while the average of the 
balances of the Dominion of Indh for the 7)  month^ endod 31et March, 1948 
utood a t  RR. 324.71 ororos. 

67. Treasu y Bib.--Detailu of tran~sctione in Central Government Trer~ury 
Lill~ ninco 1918-19 am given in Statement XVII. P ~ i c t ~ l ~ e  of weekly m d  
monthly t r a m t i o n s  in these bilh dllring 1947-48 we given reepctively in 
Statement# XVIII and XLX. The total outstandinge of Tre~a~nry bills ar, ~ % 1 1  
ae the outetandinp with the public wore higher for the greeter ptwt of the year 
au compared with lrret year. The total cnnount offercd, the h t a l  amount tendered 
end the highc~t w d  lowest levels of outstanding h a m t r y  bill8 were all higher 
in 1047-48 than in the prcvioue year. The peroentagee of the amount eold to the 
amoi~nt offered as well as tendered wcw highcr in 1947-48, the percentage of 
applications to amount offered boing, however, elightly lower a t  129 ae 
against 131 in 1946-47. l'he weekly offer of &. 2 aroma with which the year 
conlmenoed wae with some exceptions maintei~~ed during the year. Thue, Re. 4 
croree wcm offered during the last three weeks of June, the last two weeks of 
September, the fht  two wceb and the lent weok of October and again in the 
h t  three weeb of Novomher. Re. 6 croree wore offered once during the third 
weok of October, wid0 during the be t  t h  weeks of tho year the offer wae 
rcstriuted to Rs. 1 crore only. No offem werc made during the latter half of July, 
the whole of August, the fourth week of October, the leet week of December end 
the first week of Jr~naary. The amount of maturing Treasury bills offered in lieu 
of carh under the option given to ~ u h ~ c r i b c r ~  in 1942-43 agpgatod Its. 4.13 
crores as oomyarcd with HH. 8.22 CrOteN in I W6-47, Re. 26.59 orores in 1945-46, 
Re. 20.80 moms in lW-15 and Ra. 18. ,50 croree in 1943-44. 

r .b. L . r .  

The amount of Ccntral Government Troenury bills aold during the year in 
favour of the beue Department of the Re~erve Bar~k of India war, &. 271.33 
aroren as againut Ra. 220.80 CrOrCR in tho previous year. The roquiremcntn of the 
Provinoid Governments in regard to the investment of their eurplue fun& in the 
Ce~itrel Cover~cment Trelwury hills continued to be met from the holdings of tho 
leeue Do~mrtmont, the amount t l l l ~ ~  udd being mplwted by purchaetrs fmm the 
Central Govcnlment, on top. During tho year, the yrovincen of Bombay, Madrau, 
Rihur, Oriew. llnited Proviucen, Central Provinces and Berar and Sind (only up to 
14th August, 1947) invosted iu Central (~ovommtrut Tretwury bill8 for m amount 
of Re. 184.82 cmm, of which Bombay aueountd for Ru. 110.B orores or about 
60 per cent, Mdrw Rs. 21.N crrortw, Bihsr RB. 13.61 O I Y ) ~ ,  Orirvu Ru. 2.30 uroros, 
IInitcd Provinccr, 1Ca. 19.00 crome, Central Yrovinceu ~ n d  Herar Re. 12.25 croree 
end Sind (up to 14th Auguet, 1047) Re. 6-06 cmree. The holding8 of a11 the 
provinc%s in tho Indian Dominion amounted on 31et March, 19411 to Re. 67.63 
cromu. 

58. Yicld on Z'reusury Bills.-Statement XIX ahown the average yield 
per cent per mnum on Central Government Tretlsury b i b   old to tlle public 
during each month of 1946-47 and 1947-48. The total r eeh t ions  in respect of 
Trewury bills during the yetbr agggreysted RH. 84.47 ororee cre against the total 
sake of the fa- value of Re. 84.56 croree, the cormponding figurn for the 
preceding year he' Ra. 51.22 orores and Re. 61 -27 mm m p t i v e l y .  The 9 monthly average yie d stood around 0.43 per cent in the firet four months of the 
year and after declining to 0.38 per oent in Septembcr roee to 0.50 per ceut by 
November a t  which level i t  romrrined more or leus constant till the end of the year. 
The annual average of the monthly yields showed a slight rine h m  0.42 per cent 
during 1946-47 to  0.415 per oent during 1947-48. 



59. Way8 a d  Meuw Adaancce.-Although their bdanoe~  with the Reeerve 
B d c  continued to decline during the year, there was no need for the Clntral 
Government, for the fourth year in euccewion, to have recouree to  the Bank for 
acoommodation aa their oaah balauoelr were atill large. 
P E O ~ C I A L  GOVEBZ~MENTB : 

60. B&~LECU and Ways and Meaw Admlrcca.-The mouth-end balanoes 
of the Provincial Qovenlmente with the Reserve Bank (ui& Statoment XVI) 
avoraged Rs. 15.72 crores during the 44 month ended 14th August, 1047 ae 
againat Ra. 20.61 croroe for 1M-47 .  The balencee as on 14th Auguet, 1947 
aggregated Ra. 13.07 o m s ,  t h o ~ e  of tho following ~ i x  provinco~, namely, United 
Provinoes, Assem, Central Provinces and Berm, the Yunjah, Bombay and Sind 
nccou~lting for Re. 10.57 orores or over I)() per cent of the tlgbmgate. The lalancoe 
of the Provincial Govornrnents in the Dominion of India stood a t  Re. 21.10 
orore8 st the end of Maroh, 1948, of which West Bengd, Bombay, tho East Punjah 
and fhe United Provinces eccountod for Re. 16.40 mores or 78 por cent. Tbe 
average of the month-end halanoee for tho 74 month8 ended 31nt "Merch, 1948 
worked out to  Re. 16 -5.5 orores. 

During the period from let April, 1947 to 14th Auguet, 1047 all but the 
following three provjnaee, namely, Bombay, Aeeam and Bind had remume to 
ways and mean8 advancea, the total amount of advmme during this period being 
RE. 13.28 crores. During the poet-pertitiou period up to 81et Meroh, 1948, the 
following provinwe of the Dominion of India, namely, Bombay, Madras. tho East 
Punjab, Biher m d  Orieaa had reoourse to those advancoe for an aggregate amount 
of Rs. 1.48 orome. At the cloee of the year them wee no w a p  and mean9 dvanoe 
outstanding ageinet any provinoe. 

61. Treusury Bi&.--Statement XX (A) nhown the yearly 'I'reaeury bill 
transections of the provinoes einoe 1938-39 (when tlmy oommenced borrowing in 
this form), while Statement XS (B) ehown the r~rtle of Trewury billn by the 
Provincial Governments during 1947-48. Only one provinoe, namely, Bengal, 
resortad to tho short-term market during the year, the total amount of Treasury 
bills mld by i t  being Re. 4 croree ae agejnat the uombined figure of Re. 16.50 ororee 
of all provinces during the year 1946-47.-Tbere wero no outetnndinga a t  the end 
of the year. The average yield on provinoial Trconlry bib was 0.50 per cent as 
comparod with 0.49 per cent during 1946-47. 

, (b) L~N~-TEH,M DEBT AqD OTHER B O R P Q J ~ ~  ... .-*.a . 

62. C~vern,ncnl of India ham.-During the year 1047-48, the Qovernmont'n 
efforts appeared to  be concentrntod more on the comlidation of the progress 
so far made in regard to  their drivo for cheep money initiated two yeam bwk, 
rather than on floating loans et progrennively lower rot- of intereat. Owing to 
various factore, euch alr the uwettled political oonditions, the partition of the 
country and tho wideepreed commuml dbturbanoes, it wm not poeeible for the 
Government to  reaoh the original target of Rs. 150 croree for the borrowing 
programme anticipated in the budget for 1947-48. Only ono loan was floated 
during the year for Re. 40 croree which reprerrented the total subecription to the 
Centtel Oovonlment loam during the year as oompared with Ra. 112 ororee in the 
pmvious year. - - . I *  

The G o v e r m n t  announoed on 3rd November, 1947 the flotation of a new 
cash-oum-conversion loan for approximakly Its. 40 orores bearing intereat at 2) per 
cent and repayable at par on 15th November, 1962. The ieeue price of the loan WIU 
Rs. LOO for every Re. 100 nominal. The list was opened for eubecription on 
15th November end aloaed a t  12.15 p.m. on the same day, the total subsonptions 



including tho amount taken up by the Government having amounted to Re. 40.85 
orom, comphhg RP. 20.84 crortw b. tender of c a ~ h  and Rs. 20.01 croms by way 
of conver~ion of the 34 per cent Iloan 1947-60 (vide para. 63). There were no spcial 
h u e s  during the year. 

63. Reptzy~nent of Limns.-'rhc 34 per cent Loan lW7-ti0 fell d11c for 
repayment on 15th November, 1947 in cicoordanca with the notice of redemption 
given by the Central Govornmont on 12th August, 1947. The holdore wore given 
the option of converting their holdings into the new 2# per cent Loan 1962 
(aide para. 62). Of the outatanding baleucct of Fb. 65.94 croret, of the loan as on 
14th November, 1947, the total amount rodoomod up to 31st Harch, 1048 w a ~  
Rs. 53.97 croree inoluding Rs. 20.01 croren texldered for conversion into the 
2f per cent Loan 1962. 

In view of the oonsidomblc wartime gowth in public debt, the annual 
eppropriation for reduotion or nvoidanoe of debt, whiok was misod ftom h. R 
ororee to Re. 6 croroe in 1046-47, b been 111crintiained a t  that lovcl during 1947-48 
and 1948-49. 

64. Composition of Tuhl Rwpee and Sterling Debt.--Btateme~t XXI givo~ 
the outstandingn of the rupee and sterling dobt of the Oover~~ment of India a t  
the end of each quinquenuium fiom 1913-14 to 1938-89 and a t  the end of each 
financial year themaftor. Tho terminltble part of the funded dobt (oxoluding the 
railway annuitios) ie oloaaified according to the period of mati~rity. 

The publio debt of India (including tho unfundcd debt and other obligations) 
regintered a deorease of Re. 13.36 craroa a t  the end of March, 1948, with tho total 
outstanding declining to Rn. 2,105.26 ormen from Re. 2,178.61 orom at the end 
of March, 1047. Tho aterlinpl debt showed e decline of Ra. 6.33 crorea from 
Re. 36.61 crorea a t  the end of 1948-47 to  RN. 80.28 croros a t  tho end of 1947-48, 
made np of loam amounting to Rn. 6.22 ororea and thc unclaimed helances of the 
non-intereet-bearing eeourities end eervico funds Rs. 24.06 ororea. 

Aocording to  the Explanatory Memorandum on tho Central Government 
Budget for 1948.49, the total interest-boaring obligatione of the Covernmont of 
India increased by Ra. 076 moms from RR. 1,206 oroms at the end of 1938-39 to 
RR. 2,182 omten a t  the end of 1947-48 (revined). Thrso figures include liabilities 
in reaped of the British War LO= which remain8 nlspndod Rime 1931-32 and 
for teuhuid  rwwone the oapital portion of tho railway enmities which wore 
funded in 1942-43 end egainst which an oquivalent depwit h w  been made with Hia 
Majesty's Governmelit who havo undertaken to provide the nemsaary etorling as 
the paymonte fall duo. Tn addition, them lilrbilitiee aho inoludo thc habnces in the 
Depreciation and Remrve Fun& of the Reilwcrye, Foste and Tolegmph~ and &ah 
other depwits moinly relating to Exmn Profits Tax and Inoomc-Tax. After exclud- 
ing these Iiabilities, the total regular intereft-bearing dobt would amount to 
Re. 1,843 croree a t  the end of 1947-48 (revised) as compared with Es. 1,168 crows a t  
tho end of 1038-39 ; according to tho budgct estimates it i n  expoctcd to rise to 
Rs. 2,041 ororos a t  tho ond of 1948-49. As against the total inbrost-boaring obliga- 
tions of Its. 2,182 ororea a t  the end of 1947.48, the awete oftho Government of India 
nggmgawh. 1,407 ororee made up of (1) the capital oi~tlay an roiIw~ys, b. 676 
orom, (2) the oapital advanoed to other oommemial departments of the Central 
Government, provinoee end States, etc., R.8. 117 croroe, (3) the debt due from 
Burma, Re. 48 mom, (4) deposits fiom Hie Majesty'~ Government for redemption 
of milway annuities, Rs. 20 crores, (6) tho dobt due from Pakistan, Re. 300 crores 
and (6) tho c o ~ h  and eocuritioe hold on Trcernrry aooonnt, Ib. 246 croroe. 

66. Converh of Qmwnnted Pnmri~mq Ndm inta 8'lock Ccrtc'jkdtx and 
Subeidiary Qineral Ledget Acwunta.-Convcraiolur of Government Promia~ory 



Notes into Stock Certificate8 during 1947-48 amountod to &. 28.15 croree as 
compared with Re. 36.32 croree during 1WB-47 and RR. 42.28 m e e  during 
1945-46, the total amount oonverted sin& 1 u t  3hrch, 19423, when tho scheme for 
converuion (without oharge) of hmiuxory Noten into Stock Certificatse and 
vice vcran came into forue being Ra. 382.08 crorerJ. Reuonwruions of Stock 
CertSoaten into Promin~ory Note6 during 1947-48 wcn: much higher a t  RB. 53.97 
crorea a9 against RR. 28.16 orornu in 1946-47 and Rs. 18.99 croree in 1945-46, 
the aggregate nince 1042 boing RB. 150.86 cmrea. Imtitutional inveetom 
continued to avail themnelvos of the facility allowed by the Rank for holding 
8ecurities in Subsidiary Cfineral Ledger Accounts. The diutrihution of tho rupoo 
debt according to the form in which i t  i~ held ia ~hown below. 

PE:HCKNTAUE TO TOTAL RUPEE J)B:HT. -. Mi&- 
Stock (i.o., 0.P. Notw 

An on Slat M m h  G.P. Nota~ Cnrtitioates 8.G.L.A.k. and Stoak 
Certifiaates held 
in London) 

1W2 . . . .  . . 5.7 .GO 16.40 30.67 0.34 

1H43 .. . . .. 25. GO 31.28 42.85 0.27 

19.44 .. . . .. 32.66 2n.88 38.27 0.20 

1945 .. . . . . 37.05 25.95 36.86 0.16 

1946 . . . . . .  37.70 22.66 39.63 0.11 
\a. -.. --- . +C . 

1047 . . . .  . . 36.90 22.26 41 .RO 0.04 

IQ48 . . . .  .. 33.04 2U.HJ 46.119 0.03 

Tho ooatinued profomnce of t,he in~t,it~ltio~lal invest.oru to hold ~ecuritiee in 
Suh~iditLry Ceueral lndgur L40rruunte i~ indicated by Lho higher percoatage of the 
rupee doht uudor thin itccoti~lt. st the end of Maroh, 1948. se compared with last 
yem, whilo tho p0rIXllt.i4~~ of holdingu in Government bmiuaory Notoa and 
Stock Certificates iu Neen to htrve doalinod from 35 .W and 23.26 re8pctively on 
3Iet March, 1947 to 33.04 and 20.94 on 81nt March, 1048. 

66. Eqfaeement of ~ m n r m m ~  of India 19wriCir.w in Pakb&m.-The 
Covernmont of India hovo decided that no neoiiritic~ of tho Govornmont of India 
whould be onfaced or regi~torod for paymorlt of interest a t  any Tma~nry or 
Sub-Treanury in PakiattLn, with effcct from 1st ,4gril, 1948. In reepoct of ~eoriritian, 
which an? enfacod for payment of intorest a t  m y  Pakiuten Tret~eury or Suh- 
Tronsury before that date, intereat will continue t.0 k paid in Pakhtan end the 
principal of such neciiritios will eleo be paid in Pakistan on maturity. The existing 
facilities for renewlrl, nrrb-division, consolidation or tramfor from ono Troanury 
t.o nnothor in Pski~tcm will el80 oontinue. Seouritiea enfaced or registered for 
payment of intorout ~ I I  Pnkiatan up to and inoludiug 31et March, 1fM8 xnay he 
tran~ferred to Indin, but 110 suhr~squont re-transfer to Pakiutan will be allowed. 

67. 8mdl 19aainp.-Statemcnt XXIT showe the treneaotions in Poet 
Oflice Five-Year Cash CertXctltes ninm their inception in 1017-18, Ten-Year 
Defenoc Savings Certificates firat intmducod in Juno, 1fMO and Twelve-Year 
National Savings Certificatas irsued from 1at Octobor. 1943 to  roplaao the 
Ten-Year 1)ofenoe Savings Certifiurttee. Rtatemont XXTII gives information 
regarding the Post Office flavinga Bmk &in00 1013-14 and the Defence Savings 
Rank which ntartod operatiom from 1st April, 1041. Paztioulare of monthly 
traneectioi~s in the variouu  type^ of   mall eevings am given in Statement XXZV. 
Be was mentioned in last year'u Report, the Covernmeut of India closed from 



1st April, 1947, the Pmt Of6m Dehnce Bavingn Bank Acaounte. According to a 
notification dated 27th Ms , 1047, the Government of India also ntopped from 
16th June, 1911 the issue 0 f ~ o e t  Oi6w Eve-Yssr Caeh Wilcntaa. 

With effect fmm 16th June, 1947, the maximum limit of holding of National 
Savings Cortidcatea by an individual (inoluding the holding of Post Offioe Caeh 
Certificatolr, if any) waa r a i d  to Ra. 16,000 and that for two holdera jointly 
(inclndirq the holding of Post Office Cash Certifioatea, if any) to Re. 30,000. The 
period of non-encashability of National Savings Certifiaates ieeued on or after 
16th June, 1947 wan fixod at one year from the date of pu roha~  for certificates 
of Rs. 5 denomination cmd 18 months for certifioatea of other denominatione. 
The following Table gives particillam of outstandinge of the various forms of 
small eavinge since 1940.41. - + - .  

(In bkhl nf rupecl) 
Outrtandlqp at Lhn elrd b 1 0 4 0 4  10414Z 104C4S IOU-44 1044-46 1945-46 I OM47 14th Auwt, 8ld M u c h ,  

10470 1M8.t 
C u h m b s r . .  .. 46.98 SO,01 84,57 8 86,BP 88,ld W.2i 87-76 - 8,W 
Dc4ena3 &Vlrm CerWb- .. .. .. KC0 4.38 S,M 6,07 0,4B 8.02 8.18 4.79 - 40 
R a t l o ~ l  b o l n ~ n  W- 
utsr . . . . . . . . . . . . 0,66 W,lO 61.10 70.W 74.01 9.28 

&VIW k k  Dejmnllr, . a b0,61 62.07 8Z,L11 M,lU 80.23 116,04 142,36 148.14 7.m 
Deirncs 8.- Dank 

Dnmlta . . . . . . 11 40 8,98 8.68 l0,60 10.03 0.03 - 8,18 
row .. cow8 U.U (ST# i i a , ~  I B ~ O  sai,~: m,aa wm,w I@,- 

*-. tlrjpmr iur tho ~ o d n t o i  of I* e, cxdumiva M ~m'bra SZe &c-nadt& ou-. 

The Government of India also deoided to allow withdrawale by t.he refugees 
from Weatern Pakietan of their savings bank aocounta or  holding^ of savings 
certititxtea on a limited basis in mepeot of inveatmente made prior to 16th Auguet. 
1947. Dopoaitore in eavinge banks, who oould produce thoir pass booke, have 
been allowed to withdraw 60 per cant of the htllt~nce ehown as outstanding, up to 
a maximum of a. 1,000. Withdrawah in exoees of RR. 600 are required to be 
~upyorted by a bond of indemnity, while withdrawals exceeding Ra. 1,000 are 
ordinarily llot allowed. Holdere of Po& ORoe Savinge Certificstoa are allowed 
to oncaah the certifioate~ up to Ra. 600 on permnal identification, while paymonts 
in exoeea of thb  amount up to b. 1,000 are to be mado only on the ereoution of 
a bond of indemnity. 

The yield (tax-he) on Post Offioa Five-Year Caeh Cortifioates, the Ten-Year 
Defenoe ~%vhge CertiBcatee and the Twelve.Yeer National Savinga Cartifiaates 
remained unchanged roapoctively at 24 per cent, 34 per cent end 3 i  per oent 
compound intoreat. 

68. Provincial Loam.--During the year, no loann wem floated by any of 
the Provincisl Oovernmontn. However, the 3) per cent United Provinces En- 
cumbered Eetatee Act Ron&, whioh have beon on tap dnce 1940 continued to 
be Lsued thin year aho, the nominel veluc of lruoh bonda issued during the year 
being Re. 40.66 Irkha. No Provinoial Qomrnment loan a W  due for repayment 
during the year, exoopt that the B f  per oent United Provinoon Enoumbered 
Eetaks Act Bonds of the nominal value of Re. 9.56 lalche wero disoharged during 
the year, the belanae outstanding at the ond of Maroh, 1948 being Re. 3,16 Iakhe. 

69. Repatriativn of ~qterling Debt.-Thc treneactione in reapeot of the 
repatriation of sterling s t o h  during the year related, e~ during the previoue 
year, to the repayment of etocks not surrendered earlier. Table 2% show8 
the amounte repatriated and canaelled during eaoh year from 1957.38 to 1946-47 
and the particulars of the dobt aancelled under the varioue sohernee of repatriation 
during 1947-48. 



TABLE It.-AMOUNT8 OF STERLINQ DEBT REPATRIATED 8lllOC 1U7-3#. 

Fsce P u m b  Vnlw 
R ~ p s s  

aonnbrputn 
Year Value - -  oreatsd 

( E  million) (4 m~ll~on) (Rs. mom) (Rs. cmm) 
1337-38 . . . . . . . . 2.00 3.00 4.05 1.12 
1939-40 . . . . . . .. 17.09 16.54 22.05 22.79 
1940-41 . . . . . . . . 71.29 75.24 100.32 94.86 
1041-42 .. . . .. .. 90.04 92.28 123.04 sa. tie 
1042-43 .. . . a . .. 119.00 - 120.48 161.67 82.62 
1W-44 .. .. e .  .. 13.02 12.97 17.29 38.42 
1044-46 .. .. .. .. 0.41 0.37 0.40 0.17 
IQ45-46 . . . . . . . . o,ge , 0 . ~ 0  w - . L ~ ~ ~ ~ F - ~ ~ * . & ~ ~ - . Q ~ O I I  . .-- -- --.-L---LI --- - 
~nre-47 . . .. . . . . 0.78 0.80 1 .oG 10.01 

.A - --  -.--. 
Total . . 323.88 382.01 430.34 273.58 

1047-48 
I. Firat ~mpulsory ~chemn of 

Rth February, 1941 (inolud- 
ing special amanpmentn) . . 4.154 6.01 R.GQ 0.46 

2. Beeond oomp~ilsory sclremo 
of 24th Deaembar, 1041 
(inolnding s p i d  arrangn- 
mcmts) . . . . . . 0.06 0.06 0.08 . . 

3. Redemption af 1) per oent 
rterliqrtoak 1WLor a h . .  0.04 0.04 - -0.06 ., . . 

4. Repatrufion of milway 
dobontiuertook~ .. .. 0.01 0.01 0.01 . . 

- ...- d -  

Total . . 4.65 5-12 b.83 0.44 -- --- --- 
annd Total . . 328.63 327.13 437.17 174.03 

Daring the year 1947-48, atray Iota of tho face vdue of £4.05 million wem 
repatriated a t  a c o ~ t  of Rn. 8.83 orore8 a d  mpcc counterpartie of the faoe vnllxo of 
Rs. 46 lnkhs were oreated. Tho total amount of sterling debt rapstriated ~inoe 
1937-38 amountod to f328.53 million a t  a coet of RR. 437.17 crorea. 

a-- - 
VI. OAPITAL MARKETS, MONEY AND BANKING 

70. &nerd.-Demlopmenta in the capital end mouey mnrketa in India during 
the yeer under review ahow unmiatrrkahle nigna of the generd uncerteinty on tho 
economic front in the country. The eham markatu rulod gonerally any due in the 
main to  the uncertainty in the politioal aphere in t.ha Brat half of the year and a 
bok of e oleer fiscal end industrial policy, eepecially ns rcg~rds taxation and 
nationalisation, during the second half. Prices were, however, maintained in the 
gilt-edged market, huttressed in some mcasure by the cont.iniious o5cial slipport. 
Tho general uncertainty ia alao refleoted in the mdtlcod number of tl plic~tione for 
the igeue of new wpitd. Conditions in the money market wore mnera fl y , m y  during 
the -fi& wvcn or oight months but tended to htlrden s u b ~ o o n t l y :  ncpoeit~ of 
sohduled banks which declined till July rcsnmed their upward tendency, o~pecielly 
on the demand side, indicating a partial rrtvcraion towarde the wbrtime pattern. 
Advancer, too after tiding ovor the initial setbook imparlod by import restrictionn, 
the slump on the etock exohangoa and the nervounncan consequent ou the parti- 
tion of the country, reoorded an spprociable recovery maching tho peak level of 
Rs. 474.81 oroms during &rch, 1948. Tho gradual return of oonfidonce noticed 
in the latter half of tho year wae oonaiderably holped by the measures underhken 
by the hvernment, ~ u c h  as the promdgation of the Banking Companies (East 
hrnjab and Delhi) Ordinance, the amendment of the Negotiable h t rumenfs  Act 
and the widening of the powen of the Reserve Bank to areet a orisb. .. 



71. (3ouernmenl Senudti~ Maouerket.--In oontra~t to tbe speouletive forvour 
noticed in 1046-47, tho Bombay gilt-edged market ruled generally quiot and steady 
during 1947-48, dc~pitc tho abnormal stross and strain to whichit 1 R R  ~~tbjeoted. Now 
a114 tllcn tho markot nliowed signs of hesitancy and ovon wcakncss, duo to uncer- 
thin tic^ in thc political situahion, communal di~turbancccr and the general doubts 
mgwding thc (2ovcrnmcnt'~ wiUingncua or ability to  maintain cheap money but 
these did uot leed to  any eevere receanion in prices, except towards the end of the 
yuur due to the operation of upecitll facbor8. The uomprtrtbtive stability of the market 
was in no amall moasum duo to tho Romrvo B a d ' s  continucd nunport which was 

- - . - , -- -.on o larger d n  %JUQ in tho pmviou yo~~ya1though >- &in&A -a*- -.t't~- .. . 
naturo. 

Stcrtemunt XXVI sliowe Lhe werage ruouthly end aiinutd ~iclcln nlld the 
h i g h a t  and lowcrjt pricee during 1047-40 of all the outstanding Gbvernment of 
Indin ~ccuritics, while 8ta~toment XXVIT givos the highost and Ionpest pricee 
of repremntative Govcrnmcnt of India Rilpco securities aincc 1938-30. 

After the decline notoic!cd t o w ~ r d ~  tho cnd of Mnmh, 1947, the ~ c u r i t i e e  ruarkot 
opened stetldy in April, and bnrring tempomry recessione in July and Novembow 
the uncertainty regarding the fi~urnuid imp lice ti on^ of $t~ w i t i o n  of tho country 
being thn main disturbing hctor in July-the eteadinoaawae maintainoa tin *he end 
of the year 1947. The Rcncrvc Rank Govttrnor'u emphnnis, a t  the annus1 general 
meeting of the B a d ,  on the need for consolidating the pmgrene a h s d y  made in the 
directrion of cheap money and the Finarlce Minister'e declaration that ho wm in 
agrrcmcnt with that view, the n.b~enco of new meeeures of taxation in tho interim 
blldgct of tho Ccntral Governmunt for 1047-48 as well as tho Finnnce Minitjter'a 
statement that thr! Ccntrnl Govornme~lt would not br! floating any loan during 
the remainder of the? c-umnt finnmial year, imparted Rome strength to the market 
and even s nlight improvement in pricen came to be noticed from the c10so of 
?\'ovcmbur tiU al~out tho ond of Decoxuber, in ~ymptbthy with the bahnvio~ir of 
thc i~bdu~trinl rshm lnarkol. In January, 1M8, howe~er, e aomcwbat quiet kn- 
dency a p p ~ r c d  to have sot in nnd durin Fcbn~ary nnd Mamh i t  geve way to an 
easy trend, pricotl evinoiug e rather s k, tlrp decline towardn the sloso of the 
financial year, the Econoxnio Advi~er'w index number of the prices of Government 
necuritic~; n ~ o v i i ~ g  down from 117.4 in Docomber, 1947 to 116.5 in &larch, 
19.18. l'hi* wus cl~ie, it is ~cportnd, to nhsonoo of confidonos among invwbru gene- 
li~teti 1b-y such fact.ors a8 tho diuturbed intcr~ilctionol political ~ituetion, Iha prolon- 
ged u~lcerleinty regarding the Kiwhmir and Hyderabed eituetioi~, and tho reported 
heirr y  sale^ of securitietl by interoats in the Indian S t a h  for investment in bullion. 
In the conlext of t.heee abllorlllrrl cvnditioutr, official ~upporl  has had to he necee- 
snrily of a diecriminating charaohr following the need to balaniw between tho 
advnntagc~ofrcndoring support tu tbe market freely and tkc inhcmnt danger of 
extanfling too miich aupport, to undosirablo transaction& Thb weskd&a "of -the 
markct seemed to have been further acccnt~~nted by genera1 doubts (which aoemcd 
to find support in what appeared to he a delay in tbrlnouncing the redcmption 
of tho 2) par cent Loan 1948-52) regarding the ability of theauthorities to mein- 
t.ain intercat rrrtce  table, rumours being cumnt  that &he Cfivernme~lt 
contemplated the bane of n 3f per cent loan. 

The cloning leveln of price8 for 1947-48 showed lmses over thoee of the pm- 
vious year, the decline being more pronounced in the longer-dated ieeaea, par- 
ticularly the non-terminable scrips, which showed losses of about Ra. 3-8-0. The 
long and medium-dated loans eilffered loearn ranging b&mn RIL L a  and 
Rs. 3-04 .  The rengc of fluotaetions of priooe, howevor, w s ~  much nammr then 
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during the preceding year. If attontion ie shifted from priceu to yielda, i t  ~ 4 1  bc 
noticed that the levels of yieldq st the close of the year m well as their annual 
average nro only a uhude lugher than those in thc provioua year (vide the grnph 
facing page 96) the extent of the rine being on an nrcrngc 0.11 per oent, except 
in the case of thc short-datied ucrips, the yielh on which ~howod n decline. 

72. Induetrud h'hure Market.--Tho industrial shere market in Tndia nllcd c a ~ y ,  
the downward movement of erlility prices which uel in riurirlg September, 1W6 
continuing unabated diwhg the year 1947-48 rzIua, cxoepl for a minor reIly during 
December. Practicnlly throughout the year the sentimant of tho market was 
inclined to  be bearish, thc cont.rihutary factow b e i q  uncertctintica, which gcnemlly 
crystaUized i l to  feam, in the political, financial and oconomic spheres. Broadly 
speaking, the political parleyye regarding the con~titutional net-up of the oountry, 
the June Plan of prtition, Ihe unoertahty regarding thc ,financial implicaLion~ 
of the partition. cspccially in the sphere of public debt, and the communal 
disturbances were the principal influoncee on the market in thc first hnlf of the 
yonr; in the latter half, the dominant factors were thte absence of a clear pictnrt! 
of tho Uoverroeut'n economic policy, eapccially as regards ~lrttionaliwtion of and 
control over induetries, the probability of limitation of divideudn and the int-ro- 
duction of profit-elmring, remuvel of cont.roLs ovcr t.hc diatributiorl and pricee 
of commoditics, foam regarding atringerrt regulation of ~ t o c k  oxohangns nnd tho 
disturbing developments in Kaahmir and Hyderahad. 

Following the genera1 nervoueness prevailing uimc tho budget day in February, 
1947, the markct aantinucd easy during April and May, thc trading being markcd 
by heclitancy and cantion. After thc nnnotmcement of the 3rd J I I ~ C  Plan, n alightly 
better feeling ma discerned for uomo time in respect uf active neouritim, the im- 
provement being snni~ted by cxpectntions togarding an irrcrcr\se in *he prices of 
coarse cloth, ca~llont, and uteel. Consequently, thc Calcutta Stock Exchange autho- 
rities rcmovod 011 9th J une the minimum prica~ in mapcct of some shares and on 
the 1 ltlh in respect of the mluainhg, the Bhdrnn Stock Excllange ~uthoritiee 
having renloved them cnrlier on 29th May. However, from the latter half of July 
the markets agah  experienoed a downward drift which continued alrno~t uninter- 
ruptcd till lace November, the Economic Adviaer'a gcneml indcr of pricee of indus- 
trial securities (1927-28=100) flhowing a continuous decline from 239.3 in .February 
to 176.5 in November, 1947. Thorn appeared to he s general denrth of buying 
bocaunt, of the orecpirig in agoin of an ~tmosphcm of hesitanoy U I I ~  even beari~hnens 
due, among othur thi~lge, tO the ~~noertajnty ragardipg the .&viuiorr .ofathe w e t s  
and linbilitics of tho Ceutn~l Government conneqnant on tho partition of the 
conntry, thc declaration of lower dividend9 by ~evcrnl pmnlincnt compnirs RR 
well as thr: suspcnsc ari~ing from the delay in the amlonncement of tho Govern- 
ment's economic plicy. It nleo uppeared as if the mtlrket reacted nomewhat hear- 
ishly to the Reserve Rnnk Govcmor's spocch a t  the h n k ' e  e~rnuel general meeting 
on 4th August, etre~airig the need for holding tho pricc lino and con~olidating the 
pmgma~ alwady made in the direction of cheap money. Tha o~~thuruL of commu- 
nal disturbnnce~ in the Punjab in September end October further aggravated the 
downward trcnd. 

The downward movement wae, however, errented tawardr tha a l m  of+Novem- 
ber, when the Indian Govcrnmont's interim budget wae prerented on the 26th. 
The abueme of any &ah t n x o ~  together with the Piname Miniuter's maurance 
of encouragement to  private enterprise chcored up the market and led to a recovery 
which pemisted till the end of December. Tho mwa regarcling the agreement on 
industrial truce at the Tripartite Induetries Conforonce in New Delhi in the middle 



of December, the reports about the settlement of all outatanding financial issues 
between Indin and Pakistan and expectatio~ls of the decontrol of ementiel com- 
moditien eleo helped the market sentiment, the Economic Adviser's general index 
(1 027-28= 10) recording e s h r p  rise h m  176.5 in November to 192.4 in Deaernbet. 

Generally quiet conditiox~u chamcteriaed trading from January, 1948 onwards, 
partly under the influonce of reports that thc. Government would prohibit budla 
and abolish blank trensfer in order to curl, anhealthy speoulation on the stook 
exchanges. The easy tendency pertlisted till the middle of Februury occasioned 
by such factore oa the announcement of the nationelisation of the Impsrisl Bank, 
the eharp bwak on Wall Street and the publication of the Programme of the 
A.I.C.C.'n Economic Si~b-Cfimmittee recommending, among otbcr thingfi, the 
limitation of dividcnda. Labour tmuhletl in ~everal of the textilo mills in Coim- 
batom were rosponaible for n fall in tho priceu of textile shams on tho afe&a8 
market d d n g  thia period. However, during the latter hslf of Yebruary, the Prime 
Minister's clucidrrtion of the recommendations of the Economio Sub-Committee 
of tho A.T.C.C., the surplua in the railway budgot and the anticipations of a bullish 
budgot generated a brighter sentiment which continued till 28th February, when, 
during a e cia1 solleion which took place immediately after the introduction of P" the C~ntra  Governmentt budget proposnls for 1948-49, a nervous feeling crept 
in, price8 of mmt of the leading countorn heing hnmmered down substantially, 
following the new8 of tho retention of the Businena Profits Tax a t  10 per cent as 
against the expectation of ite complete removal &R well &A the rumour 
that the rate of the eatate duty, the Bill for which was to bc introduced in the 
Contltituent Aatwmbly (Logislotive), would be atecp. Appmhemiona regarding 
the Govornment of India's industrial policy, fcam of another Wo~ld War, the 
ahnrp b m k  in the gilt-edged market and tho actual introduction of the Estate 
Duty Rill in the Conetituent Assombly (Le islative) on 22nd March, were some of 
tho f~toxa which *re reepon~ible for a f urther deterioration of the market iu 
Xlemh, particulnrly in the lettor half. In  Calcutta, conditions wcrc akin to panic no 
much so that the C'hrnrnittco of the Calcutta Stock Exchange, by a resolution adop- 
ted on 31st March, 1948, dccidod that all outatandiq rielivories should be com- 
pletod by 7t h April and thnt in regard to trameotions after I a t  April, 1948 delivery 
nho~~ld he made within three days. 

The Table on page 99 givcs the prices of the leading induetrial sharea on aertain 
selected datocr in the year 1947-48. It will be notiood that tho ortent.of dboline in 
prices ha8 been ntrmly as heavy as in the previous year. Statement XXV givee the 
Economio Adviser's indcx numbem of prices of Indioneecurities. The index numbers 
for the closing month of the year are cowidembly lowar than thoso for the clash 
month of the previoun year, the penentegc declines in the case of n few leading 
group being as follown: coal 33.0; iron and eted 32.1; jute 32.0; sugar 29.6; 
paper 26.7; bonking 21 . 1 ; and cottoll 1 9.9. The ggceral index showed a deoline of 
25.6 pot cent etl against a decrease of 4.2 per ccnt during the previous year. 
The overage index numbem for thc year 1947.48 ere lowcr than thcme in the pw- 
vious year in respect of a11 the groups, tho decline in the general index being 
28.6 per cent. 

Tbe gmph f~cing page 97 baaed on the indiccn i k e d  by the Eoonomio Advier 
depiots the movoment~ ainoe August, I939 in the p r i m  of Government Gecuritieo, 
Fired Yield Indnatrial ~Securiticn and Variable Yield Indudrial Seourities. 

73. The Bmnbny .Formrd Contracts Control A d ,  1M7.-A notable development 
in the field of ~tntutory control over forward trading weR the enactment in Novem- 
ber, 1047 by the Bombay Legidature of the Bombay Forward Contracts Control 
Ad, 1947. Fimtly, thie meaauro tightens Government control over forward trading 



TABLE 23.-PRICES OF REPRElENTATlVE INDU8TRIAL SHARE8 ON CERTAIN SELECTED DAY E8, 1M7-48. 

% l ~ a a t r  
Clotlilrg 2'9tlh 4th 6t.h Olat lGth 20th 28th 27th 9et.h 31st 

Berip ( + I  
prices -Map June Auguat Augrut Nov. Nov. Feb. Feb. Mawh Highat Lo& demuma 

1946-47 1947 1917 1047 1947 % I947 1947 1948 1048 1946 (-1 0.f (11) 

(1) (2) (3) 14) (5) (6) (71 (8) (9) (10) (11) (12) (13) 

Tata Steel Deferrsd .. 9,275-0 1,817-8 1,907-8 2.02@0 1.96&0 1.6U.5-0 1,602-8 1,877-8 1,430-0 1.750-0 1.542-Y 2,265-0 1,517-8 
Tata fiteel Ordimry 415-0 362-0 376-0 396-8 388-0 325-0 340-0 3794  382-0 960-0 324-0 4314) 32&0 
Gtee lCorpo r r t i ono f~eng~  27-0 2 3 -  25-4 28-10 29-6 2 5 4  2 ( ~ i  28-8 30-9 2g-8 4 - 8  4 21-6 
Indian Iron a d  Steel . . 3 6 0  29-12 32-2 38-0 36-14 11-14 3%14 3 t 6  3 s 0  33-0 28-11 38-3 28-12 
Bornby Dyeinp, Textilw. 1 ,~io-Ot  060-0 1,010-0 1,0504 1.0504 961-4 1,035-0 1,080-0 1,160-0 1.075-0 1.036-0 1.%7-8 925-0 
Kolunoor , .. 72K-0 613-0 633-0 579-0 568-0 5f4-0 547-0 674-0 6 2 6 0  586-0 587-6 700-0 616-0 
Bwadeahi .. 620-0 80-(J 608-0 607-0 696-0 537-0 677-0 ~ 3 - 0  663-0 838-0 627-0 893-0 470-0 
New Great .* .. 350-0 330-0 343-0 352-0 37SO 3 3&S-0 417-0 411-0 3964 356-0 466-0 31&O 
Buckinghun B - .  375-0 31iA 315-0 3 3 0 4  330-0 302-8 316-8 314-0 343-0 343-0 330-0 375-0 2RB-0 
Cambodia , . . 31-lot 43-47 22-lrt 23-12t 24-llt 23-lot 23-6t 23-12? 12-10 13-10 11-11 31-10: 11-8 
Imprial Bank F.P. . . 2,330-0 2,160-U ,21&0 2,195-0 2,235-0 2,185-0 2,270-0 2,267-8 2,047-8 2.M5-0 2 , 0 6 0  1,1164 2,005-0 
BankofIndia .. a .  38 -0  218-0 224-0 231-8 233-8 235-0 240-8 240-8 243-0 243-0 ?5&0 2 6 ~ 0  208-0 
Centd Bank of India . . 127-0 02-8 06-8 96-0 7 64-8 4 81-8 R%O 88-8 4 107-0 7 S 4  
Bank of Mysore . . .. 4 5 0 4  340-0 340-0 382-8 382-8 367-8 3864  363-8 3 7 7 8  377-8 340-0 460-0 340-0 
Angldndia, Jute  . . . 610-0' 600-O* 600-O* 391-0 413-0 390-0 348-0 346-0 410-0 410-0 335-0 472-0 332-0 
Ho-h ,, .. .. 1O%O* 106-8* 106-8* 94-5 87-13 85-12 77-10 7%12 W2-8 87-12 7- gb( i  iS-0 
Kan knarrsh . . 730-0 700-0 730-0 56&0 584-0 600-0 531-0 574-0 592-0 557-0 514-0 730-0 504.0 
Ben@, c&" .. .. t300-0 600-o 800-0 5 w o  590-0 wi-0 1 6 ~ 8 - o  640-0 667-0 5 w  615-0 800-0 488-0 
Bumdw ., . . 1, 37-2 37-0 37-0 31-8 20-2 7 - 0  3 - 8  !i-7 27-6 4 6 8  21-2 37-0 21-2 
Eqrtitable ., .. .. 62-0* 624* 62-0' 51-8 50-8 4 S 4  44-8 4 44-8 46-4 38-4 56-2 3 8 4  
Hseailnwa, Tea . . - . 124-0 122-0 1 2 4 4  104-0 106-0 119-0 , 117-8 117-8 121-0 121-0 112-8 126-0 98-12 
Petrakola ., . . .. 1,67j-J)* 1,87608 1,87# 1,875-O* 1.3- 1,393-0 1,198-0 1,198-0 l , l W 0 8  1 , 1 W 8  1,16U-O* 1,393-0 1.170-0 
C a m ,  S w . .  . . I . . 21-0 21-0 21-0 18-11 2W2 1 8 - I !  1 6 1 5  14.2 15-8 I 5 3  11-4 4 1 2 8  
India ,, . . . . 22-4 18-8 1- 18-8 In-8 18-0 18-0 18-8 10-0 18-0 I f 4  22-4 17-0 
Chernbm P d .  Plantine . . 10-10 9-6 9-8 1 0 3  9-14 M-11 9-16 10-0 11-4 114 5-7 11-8 5-6 
CochinMalabmr , .. 12-14 11-0 1 8  9-8 8-8 1 0 9 - 6  %6 8.2 8 -  6-12 13-4 &I2 
-4.c.c. . #  .. ;.. 176-8 167-0 ~ e e e  169-0 l e u ,  156-12 164-8 1652-0 181-0 171-0 1 i ~ 8  1 9 ~  1m-u 

hr&.-Tim drP. giveh a b v r  .n eelected with .:view ta indicating the &tion of r m r i t y  prima jlYt and llter .rms outatanding 
day8 of the year M erpbinrd below : (1) Cloeing prices of 1946-47 ; (I) Pre-announcement of the 3rd June Plan ; (3) Poet-announcement of the 
3rd June Plan ; (4) Pmlndependence Day prime ; (6) Poet-Independonce Day p r i m  ; (6) Pricee during the Punjab dirt.urhanosr ; (7) Pre-interim 
budget day p r i m  ; (8) Post-intorim budget day pricea ; (9) Pm-budget pricm ; (10) Postbunget p r i m  and (1 1)  Closing p r i m  of 1947-48. 

t Befom the i w e  of bonus s h .  Nominal quotatione. 



in cotton and securities, thc oxisting c0nt~1~1 under the Bombay Cotton Contracts 
Act, 1932, end the Bombay Becllritieu Contrsctn Control Act, 1925, having proved 
ineffective i~msrnuch 8s forward tmding took plwc outsidc tho rccogni~ed asso- 
ciations and in a manner whioh was detrimentd to genuinc tmdo interests. 
Secondly, i t  extcnde the control to such other goodn as the Government may specify. 
The Act providce for Government reoognition of an ansociation for yurpones of 
forward trading in reepcct of any commodity. The rden and bye-lawe of a recog- 
nir~ed annocit~tion have to bc npprovod by tho Government aud no alterations or 
addition8 thereto shall he made without thcir prior approval. The Govcrnmcnt 
have also Ihe power to add to, very or rescind any rulcs rn byc-lows of the recog- 
~ i s c d  as~ociations. Thoy call niipertwde the governing board of any reoognined 
wwcirrtion end appoint sllch pereon or pereons to exelvise it& pomm and to per- 
form it8 duties. The Government may ah0 rcquire an association to  providc in its 
rulw that the Provincial Covernment may appoint any pcrson, whcther a member 
of tho nssocintion or not, to be the pmnident or a member of the governing body 
of suoh associrttion. Further, i t  in provided tha~t forward oontracte which are riot 
entered into 

(a) in aocordnncc with el~ch bye-lawn e n  may be npecified, 

( b )  (i) between membem of a recognised esaociation, 

(ii) through a member of n recogniscd association, or 

(iii) with a member of a recognised association, p.d&ded ihfeteuch mem- 
Icr  has previously secured the written authority or connent, which 
shrrll bc in writing, if the bye-lam no provide, of the person entering 
iuto or making thc contrat, 

ehall bo illegal and no clainl of arry dencription in rcepoct of nuch contracts ehall be 
entertnined in any civil court, and any pernon entering into such contraota shall 
be punishable wit11 imprisoment or fine or both. The significance of ( I )  (iii) is 
that i t  permitn whet arc! known au princiytbl'~ contmots. 

Cam  ha^ been tnken to  dofino pmieely fomwd and ready delivery contractm. 
A forward coutmet is defined ae "a contract for the delivery a£ oode at a f u t w  
dato and which i. not a mady delivav contmat." A mady dafivory contract ia 
defined a8 "a contract which provides for delivery and payment of price either 
immedistely or within nuch number of &ye not exceeding Keven after the dote 
of cont.mt, and under suoh oonditioi~a as the Provinciel Coverr~ment may npecify 
in this behdf in  respect of any particular goods." It is declared that optionm, 
or euch kin& of options in uuoh goods, nnd in the whole of the Province of Bombay 
or euch part thereof as may he specified, ore illegal. It is lrho provided that the 
orgnnieing, managing or becoming a member of a non-recognised usociation, 
for purpoucu of forward trading, is a penal offence. 

74. Control o/ Capital Ismeit.-Control oontinued to he oxeroised over tho 
iusue of oepital dnring tho yoar under lhe Capital Innrlttu (Continu2~n;Le-of Control) 
Aot, 1947 (wide para. 69 of the fteport for 1046-47). Statement XXVIII given detailed 
statintics about the working of the control during tho year as also the pmgrtwive 
figurce since the inception of the control on 17th May, 2943. Figurca up to 14th 
August, 1947 mhtc  to undivided India while those after thet date mbte  only to the 
Dominion of Indin. It is observed that oompamtively speaking, them baa been 
a &harp decline in the volume of capital ieeuen durixly the year. Where~~ during 
the 18 months ended 31st Maroh, 1947, 1,614 applications were received for an 
ienue of Rs. 483.91 croms, during the year ended 31st March, 1948, o d y  641 
applications were received for an issue of capital amounting to Re. 193.10 crorea. 
'l'hjs decline wae prolrably due, among other thin@, to thc uncertain political - 
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eitnation in the country and the uontinued weaknem of the stock market. Of the 
total appliuetions, 497 for a sum of Rn. 187.95 orores relatcd to pro- 
vinoes (including thoae in Pakistan up to 14th Augwt), and only 44, for a sum of 
Rs. 25.16 croren, to States. Consent wae givcn to 426 corupanie~ for an  bnue of 
HR. 102.09 omree, representing reapctively 78.74 por cent and 84.41 per oent of 
the nnmbcr of applicatiom received and the amount applied for. Out of these, 393 
companiee involving Re. 141 .80 cruret, relnted to provincoe end the met ta Stake. 
I t  trppem thet tho rigour of control tie reflected in thc proportion of coneentn 
to applicatiom has boen relaxed ~ o m e w h ~ t ,  compared to carly poet-war 
period, there being eomc incronso in the percentage of consents both ae regards 
tho number of rrpplicrrtionn end t l~cir  amount (wide Tabb 24 ). The eve- 
amount of capital mnotioned in mpeut of s comparljiis higE6r i t  .R~T38:2& Lkha . . - ' '-- --- 
as compared with Rs. 32.06 lakhs during the previoua 18 month~. It may be noted 
that the average amount sllnct,ionod for Non-Iuduntrid isuuee in proportionately 
greater than that for Ind~~strinl k u m .  

Au in the prcvious 18 montlw, 'initid' is~ues predominate in respeot of the 
amount ssnctiond, thew accounting for 62.05 per uent of the total amount con- 
sented, while in mupeat of tha number of comyanitw 'further' i~euea are more 
important, being 56.57 per cent of tho total. As mgarde the diutribution of 
consents between hldwtrinl and Non-Industrial i~suee the former oontinuo ta 
prc-dominate m hitherto, acaountiug for 05.49 yor cent of the total number of 
c o m p n i c ~  and 56.76 per cent of the amount nanotioned. Aa -betmeen. Immediate 
and Long-range schomos, Immediate ieruen form 87.58 per cont of the total 
number of uonnents nnd 63.45 por cent of the total amount ~anctioned; 
the trend noticed in the firat 18 months of tho poet-war period of adeclillc in the 
importance of I~nlnedirrte 8s against Ilong-rango issues nypesn, to have boen 
mvorucd. 

Prom the weekly utatemcntv issued by the Office of t.he Controller of Capital 
Inr~uee i t  i n  observed thet of thc total conscnts during the year, 01 (comprising 
32 tuxtile oompaniun, 7 tea compnias, 4 sugar companies, 4 jute compn~ues, 1 
electric und 13 misoellaneoutt uompien),  an? for issuo of bonu~ nhmv involving 
e num of Re. 8 .Q4 ororen. - - -  . .- - I  -. - 7' 

TABLE Ma-CONTROL OF CAPITAL IM)UE8. 

(A) PERCENTAGE DI8TRIBUTION QROUP-WI8E. 

I. Induetrid . . . . 
11. Agricultrual . . . . 
LIL. Financial . . 
IT. Trade and ~ r a n a ~ o ~  
V. Other Llewicea 
M. Totd ~ou-~lrduetri;i. 
\?I. GRAND TOTAL-IN- 

DUSTRIAL A N D  
Nor-I~uusmnrrt . .  

From 1-10-1945 to 
31-3.1017 

-..&-. -7 

No. of 
y~upa- Arrlount 
NUI 

From 1-1-1947 to  
31-3-1948 

I ' h ' - '  .7 
No. oC 
m m p  Amour~t 
niee 



 MEDIATE AND IIoxa-IZAWa~ BOHEXEH COMIUNZD) 

Fmm 1-10-1046 to From 1-4-1947 to 
31-3-1 U47 31-3-1948 -- - 
C o n ~ n b  Consent8 

c- w- 
No. of No. of 

coIppr- Amount cornpa- Amount 
n~ea n i a  

Conssnta 
r - 7  
No. of 
cotnpa- Amount 

nitw 

11. Agricultursl . . 
ILI. Financial . . . . 
IV. Trade slid Tnwsport. 
V. Othor Llerviccm . . 

VI. Totd h'on-1ndu~tri.l. 
V13. G u m  TOTAL-IN- 

DnslnlAL A N D  
Nox-Irrouemtr~~. . 

From 17-6-1043 to 
30-9-1945 

Consmrta 
CA .I 

No. of 
cromp Amount 

llLBll 

Pmm 1-10-1945 to 
31-3-1947 

-.-. 
C o n m u  
w-7 

No. of 
cornpa. Amount 

n h  

No. of 
r o m p  Amount 

nia 
I. INDWSTILZIL: 

I d a t e  .. 
Long-Hangs . . 

11. Aa~ucuLTuru~ : 
Immediate . . 
Long-Range . . 

IlI. VI~AN(:IAL: 
Immediate . . 
Long-Range . . 

1V.  ' ~ R A D E  AXD Tnma- 
POST: 

Im~uediak, . . 
Long-hnge .. 

.... . 
V. OFHU, S~LBVICLB : 

knmedi.te . . 
Long-hnp . . 

VI. TOTAL NOW-IIIDUI- 
TAUAL: 

Immediatr, . . 
Long-Rmp . .. 

V l I .  GRAND TOTAL-IN- 
~oenrrat AND NON- 
I ~ U B T B L ~ L  : 

Immediate . . 
Long.Hmge .. 



78. M m y  Hated and Condilio7vr.-Statement XXrX showe the various money 
 rate^ in India eirlce 1936-36 as woll an t.11osn prevailing on the first day of each 
month of the year urrder report. Tho Bank mte of the R c m m  Bank of India 
and the Hundi rate of Lhe Imperial Rank of India mmaiued unchanged a t  3 per 
cent throughout the year. Mouey conditions which were generally easy in the 
fimt half of the year tondcci to harden as tho btlsy season probmewd. Neverthe- 
lew the inter-hank cull moncy rate quoted by the Iargcr scheduled banke remained 
nominally steady a t  4 p r  cont both in Bornhay and Calcutta. The t b  month' 
deposit rate which was quoted by tho larger echeduled bonks in Bombay a t  $-1 
per cent nt tho end of lt~nt year remninod unchanged till 9th Ai~gust, 1947, when 
i t  easod to 3 - i  per celit couthmiq st thnt lovcl Gill 27th February, 1948. From 
28th Ful)ruttry, however, i t  fiyurted up to 1-11 per cont and remaintid unaltered 
a t  that lovol b i l l  the end of tho year. The nix ruontha' fixod dopodt rate, on 
the other hand, which wttv quoted a t  1-1) per cent a t  the end of l n ~ t  yoor remained 
steady till 10th May, 1947, when i t  impmvod to 1-14 per cent and ~mrneined a t  
that level till 8th Auguat. Between 9th Ailgust and 28th n'ovemher, i t  was quotod 
lower a t  Q-1 per cent but again wcovered h 1- l f  per cent on 29th November 
and further to 14-14 per cent on 6th February, remaining unaltered a t  that level 
till tho ond of the year. Tho twolvo monthe' rate continucd t o  be quoted a t  ite pre- 
vious clo~ing level of lt-lt par cant till 5th February, 1948, whan it improved 
to lf-2 pcr ccnt a t  which level i t  stood a t  the cloee of the year. 

76. Intn-Dominian Banking ..irrangernsnk.-(A) Ilnder tho Pakistan 
(Monetary Sptom and Ikserve Uank) Order, 1947 as amended in March. 1948, tho 
Rasewe h r ~ k  of India will ln~rulge the cnmncy of Pakintau, function aa hankcrs 
to thc Central end Provincial Governments of Pakirctan and also manage thoir 
public dcbt including the i ~ ~ n r !  of now loam till 30th .Tuna, 1948. The Balk is to 
have the solc right to ieeue Bank n o t c ~  inpakistnn till that datc. In addition, the 
Bank ie requircd to sell or buy till 30th Juno, 1U48 st it8 office in Karachi foreign 
cxcha~lgu a t  such mtcs of excharge and on auch conditions air the Govon~mcnt 
of Pakisbau, in conaaltntion wit11 tho (hvemmcnt of India, nlay determine from 
timo to time. 

Tho Government of Pakistan ie empowered to doclare any bank carrying 
on business in Pakiutan a8 Pakistan scheduled bank if it fulfils cortain conditions 
and iu mt a echoduled bank within thc! mcsning of the Reserve Bank of India 
Act. The Reserve Bank is to have up to 30th Junc, 1941) the eame control over 
the Pakistan echcduled hanks ns iL has over the Tndian echoduled banks. The Re- 
eervo Bank can also require any Pakistan Provincial Co-operative Bank with 
which i t  hi~s trnnsnctio~l~ u ~ ~ d e r  Section 17 of thc Keserve Rank of India Act to 
furnieh the pmscribcd wuekly returns. Thc Baukiug Co~npanien (Roetriction of 
Branohe#) Act, 1946, and the Barking Cornplmioe (Inspution) Ordinanw, 1046, 
arc a130 to apply to tho who10 of Pakistan till 30th June, 1948. Further. the Re- 
serve Rank is alno to provida till 30th Juue, 1948, mn~ittance hoilitiex st par bet- 
ween its ofices in Pakinten and such ofice or offices in India as may be pm~cribed 
by the Bank in fiuch amounts and a t  ~ u c h  rate11 of commission as may be 
approved by the two Domirriorl C~vernmonts. Provinion ha8 also boon made 
undcr tho above Order for the dir~tribution of a.ueota (?)ide para. 84) and tho 
allochtion of profit- of the He~orvo Bank between the two Dominiom. 

(B) According to a Y~F.RR mrnrr~uniq~ie iwued by tho Government of India 
011 22nd January, 1948, arrangcmonte were made, after diffiuslrions between the 
rcpreee~~tatives of tho Coverrlments of India, Pakieten, the Woet end-Eeet Sunjab, 
and Ihe Iteeerve Rank and other banks, for ftroilihtiq reeumption of busineee 
by banks which had closed their ofiicae owing to disturbances or to  paucity of 
stsff. Under the amnpmouts,  the West Punjab Government agreed to make 



;dl the Ileuewnty arrangcnrt!rlts for t811c? plntectio~l arid hoii~i~iy of tlio non-Muslim 
:c t . t r f f  of hnnkrc in I.:~horc!. 1bnI;rc w-rc: nllo\rred to ri?niovcA, after giving d w  notice 
to thoir 1ocrl.l aortnt.itrtcrita, t.Ilc!ir hnxinms 1.0 ot.llor ce~it.n!~ if suc11 e step was ne- 
c:rssrLry d~ lc  to ntnff and ot.hor rtiilic~~ll.ia~, on lu?c:aivi~q thu nacessxry permirrsiori 
for r.c.movirtg vrrluablca, mcordrc, atc., from t.he (lustodinn of Evacuee Pmparty. 
In order to avoid inconvenionoe and di~tmn~i to the ovncilet? depoeitorrr, both the 
T)omit~ion# a p c d  not to place any fo.~tri~tioltrl on transfer of accounk or remit- 
tance of fund& by bankn in connection with nuch tranlifern. However, in the caso 
of accountcr of compsrks which continuo to fitnction in Pakistan, prior permienion 
of thc P a k i ~ t a r ~  Gover~~mcnt wns necenssry. '1'0 fsci1it.ut.e nuch tran~fer of accounts, 
i t  was uuggedied Lhnt every har~k nhould ~lomirwte ono branch in India nnd one 
bmnch in PnkiRtan to whoru cmlnt,it,i~ents rmay apply for such tmnufem. Banks 
wen? rilw ndviwd to registcr clniinu to thek own property or to the propcrty 
nf thnir do1,tom plcdgcd, hrn'thecated. wsignnd or othecwisc chrzrged au socarity 
for loam tbdvtmced by them, an early a8 possible will1 thc Cuutc~&(~n of Evacuee 
h p e r t y .  Thu Wclrt Pi~njuh Government nko agreed Lo give f ~ ~ i l i t i c e  to b a ~ ~ k e  
in making n uurvey of thoir fiancinl position. The &korve Unrlk staff a t  Lahore 
would also nsRint the ha~llcn in alrch ~urveys. 

77. Con.wlidalccl Pavilion of *Schedulecl Bank*.--Statement XXX show8 t.hc 
weekly cnnsolidated paiLion of tho working of thc ~ahedulcd batlke in India and 
J'nkiatgnn during the gear under review, whilo Stntcment XXXC gives their annual 
utntisticv since 1037-38 sncl their monthly statigticn h i n g t l l c  year 1847-48. State- 
ment SSXTT gives tlro irrdicee in mupcct of all the itclns of esmte and liabilities 
included in Statement XXXI. Sas also the aocompzb~rying dingram. 

Tluring the year under ropr t ,  the following rlix bankn namely, the Pmeidency 
Sndn9trial Uank Ltd., Poonn City, the Hydcrcrbad State Bank Iltd., Hyderabed 
(Dn.), the Bank of Poolro Ltd., Poo~m, tho Travencom Torward BH& Ltd., Kot- 
byam, tho Meroantilo Hunk of IIydon~bnd Lkd., I I y d m b d  .(Dn.),. md the Vyeye 
l l~ r ik  I.ttl., Bangnlom City, were iricludnd in t.ho Seoorid Sohednle to the Henerve 
Uanlt of India hat, whilo the Associated Banking Corporation of India Ltd., Bom- 
bay, was cscl11dr:d from Iho Sccond Schudub and the United Sind-Yunjab Bank 
Ltd., wnu nmalgnmatod with the C'niled Comn~emiel Bank T,t.d., C~lcutta. As 
a msult, the totel number of tjcheduled banku i n c m ~ e d  from 97 at thc elid of 
1946-4.7 to 101 nt the end of 1947-48. 

Itoferring to t,ho convolideted position of nohedudd banks, on the liabilities ~idu,  
the tieoliuo iu dclnnnd liabili~ioe ~lot~icod .since n'overulcr, I.0PB was nrrcsted in Juno, 
1!)47 &nil they recorded n continr~olr~ rino w h v h  prrroticdiy wipod o ~ l t  the earlier 
fall. This r i ~ o  indicattcw a revcrsrd of the lzttt. year's tmnd and may have h e n  osueed 
by the mimpositioa of etrictnr import mlrtrictiona nnd gresbr prcfemnut, for Iiqrli- 
dity on the part of dc-positom 1111der tihe disturbed conditiom in the uountry. Time 
liebilitieu uhowed an uncertain trend mid fl~~ctuated w i t h  narrow linute. In  March, 
1948, the demand and tilnu liabililics avoraged K-8. 751.42 orores and Rs. 340.23 
croret4 renpectively RA ; ~ g a h C  nu. G(30.49 croren nnd Re. 346.86 crom8in March 
1 U47. I'hc mnge of variation bctween the rnirliluum nnd rnaximu~n of demand and 
timo liobilitien during thc yrar 1947-48 wau Re. 83. a5 c r o w  and Re. 11 . I4  omre8 
wlrpectively au against Rn. 61.29 croms and Rn. 45.87 cmms during the yefir 
1946-47. The total of demand and time liclhilitien remained in exceeu of Hs. 1,000 
crores throughout the yonr under review, the lowest Icvclrclrched boing Hn. 1,011 .90 
crorcn on :4th July, 1947 and the highest st h. 1,093.52 omme on 19th 
Mamh, 1948. . .  . 

On the assatas Ridc, cash flictuatod bctwcon the rnirlilnwn of He. 37.98 ur0m6 
in May, 1947 and the ~xlaxirnum of Rs. 40.98 ororus in Augunt while balances 
with the R.escrve Uank fluctuatcd between the maximum of he. 116.38 croree 
iu Seybembcr, 1947 rrr~d the minimrrnl of lis. 83.10 crorcs in March, 1948 and 
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romained comidcrahly in cxcc?hr of 1.11~ 8Ln.t.ltLory nlinimum, the oxccse varying 
hetwccn tho lzlaxiru~~rn of Hs. 74.W c:mrc?zr in  Sol~Lotnber, 1947 and the nlinimum 
of Ha. 38.72 arume in March, 194.8. The banks ~hou~erl a prouou~rced tendcnoy to 
keep their ponitian highly liquid, .p!~.(;icnlarly till t l~c? ond of September, but with 
the gmdusl return of normal cond~Liorw and the advent of t,hc busy saeeon demand, 
they allowud their c ~ H I ~  and bnlnncca with the lteserve Sank to dccline except 
in Dccemter prcnuulal)ly dix? to nnnunl closing. Tho porceutagc of cmh and bel- 
anew wit,h tlie Renervo l h u k  to totr~l liabilitics fluctueted between the maximum 
of 14.90 for September, lU47 &lid tho utinimunl of 11 .28 for 3hn.h, IMR. For the 
nr~jor part of thc ycar tho ratio wne around 13-14. Advnncos declined during the 
first. half-yctbr from 1x8. 4;53.13 ororos in April, 1'317 to Hs. 402.38 ororos in Septem- 
hcr, 1947, l ~ g e l y  beceuse of tbc onsot of the slack sctlson, import rcstrictione, 
and slump on thc stock exchargee ; with the conling of the buey netwon, howover, 
and a6 a ravirlt of tho adoption of the poliuy of grodurll decontrol by Lbe Goverument, 
sdvallce~ went up rapidly, mnohing the higheat level of I E R .  474.81 cropt!s in March, 
1948, compczmd with the last ycnr'e ~nn~ximurir of lta. P86.OG crorce reached in 
Febnlory, 1947. Bills clivcounted which stood i ~ t  Rs. 20.11 crorcs in April, 1947 tlnd 
at 1 % ~ .  17.76 orore* iri Mwch, 1948 fi~rotuatod widely during the ycnr. 'rho ratio 
of advnlrcr~ and bilL dincounted to total liabilitics [ell continuor~sly from 45.98 
in April to 30.51. by Xovember but improvcd thcrcnftcr to teaoh 45.12 in March. 

Si~lce thr, partition of India, figures for schcdnled b a n k s '  bwinescl in 
India a.nd l'akinttl~~ have been ~hown scpamtely in Statcmant XXX. While 
t.he domnnd liol~ilitien ill tho J.)ominion of Paki~tnir showed almost s 
oont.inttouc; iircn~esc! from Rs. W .G8 crurcw in Koptembor, 10?7 to 1 . t ~ ~  81.04 ororcs in 
March, 1948, the tiulo 1iabilitic.s ~howed n downward tcndcncy arrd declincd from 
Rs. 39.25 crurua in Augu~t, 1947 to 33.8. 20.88 cnlus by >larch, 1.944. Caeh in Paki- 
etan, aftor declining from H8. 5.15 crorcs in Augtiht, 1947 to Ra. 4.35 croree in 
Oct.obcr, 1047, ~wcove~cl partially to Rs. 4.62 cmws in Novcmhcr and fluctuated 
therei'tftcr bctwccn Ha. 4.30 crorths ~ I I  J ~ n l l ~ r y ,  1948 and Its. 3.87 crime in March, 
1948. -4dvancew too dcc:lined fro111 Its. 43.50 olaorcu in IZi~gt~nt, 1.947 to Re. 37.04 
crorre in November bat Inter r ccove~d  nnd atood s t  Hs. 39.81) crores in Februery, 
1048 Lhough in Marc:h thoy dcclincd a g ~ i n  dightly. Like advances, bills diecount- 
ed in 1'1~kisLan aho fell from I ~ H .  I .2!) cmms in Augunt to R ~ .  0.94 cmre by 
Sovemhr,  nnd finer improving tto l i n .  1.08 cmrcs in Tjecemher, again continued 
to deoliue, closing for thc: ycnr st ICR. 0 -89 wore. 

78. ATtm-~YClit3d~bd Basks.-The following Table &how8 Lhe demand and time 
liabilities and cash balancca of the non-nuheduled hank8 un the last Frihy of 
each year. 

TABLE 7.6rDEHAND AND TIME LlABlLlTlEI AND CASH BALANCE8 OF 
NOH-SCHEDULED BANKS* 

No. of I h ~ l  (1Zul~m in ILIUM) 
banh Demn~~rl D n ~ r r u ~ ~ d  Percent- Time I'erccnt- Permu- 

Year snlanit,- and Liubili- uge Linhili- twe i 'aalr agm 
ting Time title of 4 to 3 UJ 6 to d nuh~rcos  of 8 to 3 

ri~tirrrw Linbilitiw 
I 2 3 4 5 4) 7 8 0 

1090 . . . . 669 16,46 4,H7 30.5 11,OI) 69.5  1,10 6 . 9  
1040.. .. 6W It474 5,26 3 . 4  11.48 6 8 . d . -  -1.30---- 7 .8  
1041 .. . .  001 IU,64 7.06 36.2 12.47 63.8 1.09 8.4 
1942 . .  . . 634 34.04 11,06 44.9 13.59 56.1 2.63 10.7  
1 943 . . .. fi40 34,7U 17,52 50.4 17.27 19.6 4,88 14 .0  
I944 . .  .. (118 3 24.84 46.8 ZH,2!) 33.2 0,04 11.1 
1946 . . . . BJ:! 73,M 33.42 1 31),71 68.9 0,24 14.8 
104U . . . . G09 78,44 32.79 41.8 45.65 58.2 6.69 8.4 
1947tS . . 439 47,113 40,13 42 .1  '27.70 57.9 3.44 7.2 

An oil l s ~ t  F r i b y .  
t Nxrludiy btl~ikn having their registonxi nflirnn in Pakintan. 
5 P~.o\.iniord. 



Althongh tho fignma for 1947 whiuh do not inulude figurns for banks in 
Kt~kiutan ere r~ot comparable with thoec for tho earlier yearfl, the declining 
trend ~ I I  the proportiou of domand to total Liabilitieu notiued since 1843 
seema to havc bccn checked d u r h  the year under report due to tho anxioty of 
the depositors to keep their fiuib liquid on account of tho iinccrtain communal 
and political eituatior~ iu many parts of tho conntry. The ratio of cash to total 
dcpoaits has, however, fallon furthcr to 7.2 and is now nmmr the pm-war ratio 
of 6.9. 

79. Ch.rinff Ilouae 8luliatics.-8t.atonient XSXIII oud tho graph facing 
- page 105ahoq tbo nmo!;nt of cheguy ciq thro 

h o w  in -fndia a ? & k i i k i n  since fil119.' Con 
1940.41, tho to td  amount of chcqucs c l e ~ ~ e d  showed-a steep fall during the year 
from RP. 7,221.38 croma in 1946-47 to Hs. 6,480.14 orores irk 1947.48. Tho heaviost 
fd l  ~ I I  total cleclrings wes registered a t  Bombay which alonc accounted for a drop 
of over Re. 400 croms, followed by Calcutta., Tahorc, Kanpur, Madras end Uelhi. 
This fall in clcaring was apparently thc result of the widespread didocation of trade 
and bnnking consequent on thc partition of the country ae $so of the slump on 
the stock exchanges. No official clearings were reportedat Lal~oro in September 
end October due to the dieturbed elate of bhe city. Although the situation im- 
proved sinco November the ccntro failed to reach the level of its pre-partition 
olearine, the total clearings in Maruh, 1948 being only Be. 3% lakhs oompered 
to Rs. 7.70 1&s i11 July, 1947 and &. 9,OG 1akk in March, 1047. The only oentre 
wlucll showed inmcmod activity during the year was Karachi, where busineen 
atls only ulightly affected hetween kIep&mber rind November due to the exodus 
of non-Muslim population. This centre, however, rocovorcd soon and sizable in- 
creases wore registered in total clearings during January and February, 1948, 
Karaclu now boing the only leading town in Western P&bttm with adequete 
banking and commercial facilities. 

With the pre-war year 1038-39 ae the baee, the index numbern of the amount 
of chequerr cleared (vide the Tnble on page 107) during the lest t h  yeare rue 
323,356 end 315. 

During thc year undor rcview, clearing houues were opened a t  Poona and 
New I)elhi (August, 1947) thus brhging the total number of clearing houses under 
the management of tho Imprial  Bank of India to twonty-one. Cloaring houses 
a t  Lyallpur and Rnw~lpindi have becn clo~cd tcmpornrily mince 3rd September, 
1947 and Nth October, 1947 reepectively due to m e t t l e d  conditions there. 
Figures for the Bangdore clearing bouee which wat3 eetabhhed in October, 1944 
and which ie being managed by the Bank of Mysore became evailable during 
the gear and hnvo bccn included in Statome~it XXXJTT. Statcmont XXXIV showu 
the monthly 5e;nres of the number and amount of cheques olelvud during 1947.48 
induding those of the clwlring housea managed by the Imperial Rank of India 
and the one managed by the Bank of Mymrc. Although there wea on increase in 
the number of cheyuw -cleared as in the pmt year, the amount showed a great 
decline. 

Thc accompnnying Tablc givoe tho ratio of cleerings to  scheduled bonks' 
demand Liabilities since 1938-39. 'Che velooity of circulation of deposit money 
declined during the year on account of the utwp fall in Cotlrlcleari~ign for reasorle 
a.lready explained. 



Avorrtgw 
l>urm~d Total Number o/ 

Y e a r  Liabilitic~ of Indim Clearing 'Houao Indim rimen 4 to 
Schedulad Heturnlr*t 2 

Hankrr* 
1 2 3 4 I 8 

* In r m m  of n~pmn. f C:sc.ltrrling " ( I t  her Centm." (c-irlc Stahrnont XXXI I I ) .  

80. Idernul lZemittn7acccr.-~t~t~tment XXXV (A) nhowa rolnitt~ncos during 
thc scar t ~ y  Lell~gr~phic Lr~uafore both ineued andenoa~hed a t  the offiws and hrancllcs 
of thc Rcsrrvo Bank of 111& acuorbg  to Centres. Statement XXXV (R) @VCR 

t r o n ~ f e r ~  of funds l ~ y  demand cira.ftu, telegraphic tmnnfors nnd mail transfers through 
the Imprial  RRnk of Tndia on itu own naoornt. 6tatomont XXXV (0) shown the 
&hart) of the general publio, the ~oheduled and non-~chedalecl hanke, the uo-oprative 
hank8 a l ~ d  ewietietr and the (2overnment in the mmittmces by (1) tclcgnphic 
tomnxfors and (2) draftw and mtlil transfer&, effoated through thc Rollorve Bank of 
Indin, the Tlnpcrial Bnnk of India nnd tho ''rrennlry agonciofi together, for each of 
the half-yoara cndcd Hnptcmbcr, 1 946, hinrch, 1947 and September, 1917. 

(A) During the year under review, the total telegraphio transfern bned  
foll by Rs. 0.0 1 croree, although this reprosenta a decline of only 1 - 2  per oent 
comparcd to  e fall of 23.0 per cent during 1046-47. Tolcgraphio tranafere psid 
dcclincd by 1 . I por ccnt as against a rieo of 14.5 pcr cont noticed lad year. 'llele- 
p p h i o  trannfcrn iunucd nnd pnid a t  tho offices of the Ronotve Bank o f - I d i s  dur- 
ing 1947-48 stood at Rs. R23.Fi9 crorem and He. 1,180.66 croree respeotively 8f~ 
against Re. 833.50 crores ar~d Re. 1,174.71) croree in the previous year. (B) The 
total remittances through the Imperial Bank of India increased by 4.1 per cent, 
largely due to tho rho in romittancca within thc Bombay and Madras oirolee though 
there htls heen e fall in mmittanoen from the Madrum oirole to the Bombay and 
Bengd circles. (C) The totel remithnceathrough the Ibeerve Balk of India, tho Jm- 
yerial Bnnk of India and the 'l'rewury agenciee during the half-yoar ondad 30th 
Septeulber, 1347 on ttcconnt of the general public dlowed a alight inorcase eA in the 
former year, while those or1 eccount of co-operative banks and uocietiee ehowed 
fin increase a8 cornpmd with the correepnding period of 1940-47. Hemittanom 
on ~cnollnt of tho Government and the a gate number of trennaotiom ehowed 8 
deolinc dilring tho half-year ended 30t &B" Soptombor, 1947, although during the 
preceding ha-year  they had recorded an increnee. The amount of remittances 
by telegraphio tranefern during the half-year ended 30th September, 1947 ehowed 
a declino as compared with the yrevioue half-year while tho amount of remit- 
t ence~  by drafts and mail trmefere wae lowor than during thelatter halfof 1946-47 
and the corwsponding pcriod of tho proviou~ ymr. Thc total amount of remit- 
tances dilring the fimt half of 1947-48 mtood lowcr a t  Ru. 710.67 cruree ae compared 
with 1%~.  768.91 ororeu during the prcvioi~s half-yew and Re. 721.61 cmree during 
the corresponding period of 1948.47. Of the total remittsncee during the h . t  
half of 1947-48, the percentage eharea of the eoheduled banks, enera1 publio, 
the Government, and oo-operative bmh gnd trooietiea wen 68.2, 16.6, 4.7 and 
3.1 respectively. 



The new schcmo of' remitta~lce f~cilitics is being satirrfactorily availed of by 
the scheduled banks and tho co-operativc ba&. The intrrr-provinuid Government 
drafts continue to be largely u ~ e d  for financing pnrchasee of foodgraim. 

81. Ihra~h.tncn.t (4 Ir'oreign Cirrb h-'otw.-Strrtcmcnt YXXVT shown tho 
encnshinont of foreign circle notcs in 1947-48. Tho t,otal erlcaahments during the 
year row iron1 Ka. 104. .48 crows in 1948-47 to Ru. 11 6.97 urores in 2047-48 duo to 
iargf? incrcctae in Uorubtr.~ and Knraohi corttre~j and was probably thc re~ul t  of large- 
~ c d e  movement8 of populat,ion and their funds before aud aftcr the partition of 
the country. 

82. lfaervp. Bank of India : Uu,nkittq &,partmen$.-SLeto~ncnt XXXTX ~howa 
t,he montl~ly nvcragcfi of the liabilities find asset8 of the Rnnking Department of tho 
Remrvc Rank of India for sack month during the year dong with their annual 
n vcragnu fro111 1935-38 to 1047-48. Htetemonl XX XVTI gives ~ o c k l y  (Friday) 
fig~~rofi for 1947-48. 

During t,hc ycnr 1947-48, the Avcrnge depotrita of b d s  with thc E t ~ v e  
Bank of India amounted to its. 103.47 cmres, recording an inorerrse of Rs. 17.43 
crorecl ovor thc average for the provioll~ gear. Both thc minimum and maximum 
deposits wcre higher thin year a t  Ra. 77.10 croree on 4th April, 1W7 8nd Ha. 123.80 
croma on 29th A u ~ ~ I H ~ ,  1947 rc~pectively (nl against Re. 68.01 ororee on 7th 
February, 1946 and Rs. 1 11 .90 crores on 9th July, 1946. From He. 77.10 aroree at 
the beginning of tho yanr the depoits roso to Rs. 11 1.22 crnree by 6th June but 
t,hemafter until 20th February fluctuated widely botwccn &. 88.28 croree and 
Re. 123.88 crores. From 20th February, however, they showed a dietinctly 
downward tendenoy and dedincd to Rs. 78.90 aroms by 26th Meroh, 1948. 

The dopo~its of the urdivided Contra1 (:overumcnt fluotuatcd hetween 
Rcr. 406.57 arorcs and Ha. 376.67 croros nnd tl~oae of thc l'rovinuial Government8 
between Rs. 29.62 orores and Rs. 10.98 crore8 beforc 14th August, 1947. From 
Re. 301.02 orores on B n d  Augu~t the depoaits of the (kvernment of Indie 
doclincd to Ra. 357.28 ororcs on the 29th but rccovored to Its. 309.22 orores by 
the cnd of Sept,ernber, rcmnining more or lem RtWdy during tho next two montha. 
Thereafter they showed almoet a cont.inuonfi ciownwwd trend and stood a t  
Its. 267 -47 croros on 26th hiarch. T h i ~  dccline is ~mrtly nccounted for by the pay- 
mrnt made to the Qovcrumont of Yakintan in ucttlcment of thoir claims to the 
balanco of the undividud Cent,rnl (:overurnunt. 'l'ho deposib of tho Government 
of Yakihtan uhich btootl at, RN. 19.83 crorcH ~ I I  2211d Aag~~s t ,  1947 fell con- 
tinuously, reaching (I low of T h .  1.40 ororcs on 26th Tjucember, 1947. Then, after 
improving l o  Rs. 8.18 cmrea on Uth Jnm~ory and again declining to  Rn. 6.53 
croree on the IOth, t l~cy jnmped up to Re. 45.84 crores con~cquerlt on the transfor 
by India of Pakistan'e share of the cash balance8 of tho ilndividd C e n t d  Oovern- 
ment. By 20th February, howevor, they again dcclined to  RR. 39.22 crores 
improving thereafter to uloae at RR. 52.66 crores for the year. 

The dcposit~ of the hovinuiel Govcrnnlentn skowod uncertain trends. Before 
the partition, they fluot-uated bctwecn Re. 10.88 croree and Rs. 29.82 crores. 
Tho asme unoertain trend oontin~lcd t.hereuStar, tbe deposits of the Provincial 
Governmanta in India moving between Re. 24.41 orores and Rs. 7.82 croreR and 
thoso in Pakietan betweon K8a. 5.51 crrores end Hs. 0.08 crore. 

On the otisete aide, tho average cash balancee durhg the year wero RR. 47.24 
crores aw against Its. 32. R6 croren duriug tho previous year, while the average bd- 
ances held sbroacl including owh and shott-term invoetmcnte in etcrling eecuri- 
 tie^ &wed a hclino from He. 588.83 crorcA in 1946-47 to He. 406.96 crorea, on 
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aocount of the deficit in the country's hdnnce of pnyments. The revererrl in the 
trend of acuum~dation of these balances noticed Iwt year continued till Septcm- 
ber, 1947 wheu i t  came to a halt due ~mr~urnably to import reetrictiom ; they re- 
mained utody around Rs. 388 croree during Ocbober and h'ovember and aftor 
declining in tho er~bsequent hwo ruunth, again 811owed rr~arked rise in February 
and March. 

Tho avcrrrgc of loau  and adva~icne to GorernrnenLs inuremud from RR. 5 
1 : ~ k h ~  in 1!)46-47 too Ru. 1.57 crorcs it1 1'347-48, the highesL Bplros I~cing Hs. 10 
croreR during the wcond md third wr~:ks of J a n ~ ~ a r y ,  1948. Tkc svrrrbgo of in- 
vwlxuents m e  from HR. 31.70 cmmu. in l W e - 4 7 $ n . R e r 4 ~ ~ . y h t i e  thw- ,-: 5%~- -J*r--a - 
average of othw l o ~ m  rrnd tcdvancen declined from Rs. 82 I d s  in 1946-47 to 
KR. 21 lnkhs during thc yonr under review, the higheel beiug Re. 64 lakkn on B l ~ t  
October, 1947. Tho nvcragc of bills purchnaed and liisuounted stood a t  Its. 2.62 
crores a8 againnt Its. 2.33 croraa in tho prcvious yoar, tho highcut anlount being 
ICH. 7.00 ciwren on 22nd Angaut, 1947 ,w cornparod wit11 Re. 11 .82 ororeu on 26th 
April, 1946. 

83. licaerve /junk of 1 ndin : l s ~ n ~ ,  l~~pc l r t?~~~~~t . -S t r lb t , c rnc~~t~  X l r  ~hows the 
rnor~Lilly :tveragou of the liabilitiett and axeetu of the Tssue Department of the 
Rvverve Uzrrlk of I~lciia for each month of the p a r  toget.her with their ttnniial 
nvcragor, &cu tiru c~)m~noocement of the opertrtiolin of the Bank in 1035 ; 
8tatcmcnt SXXVTTT givos wcckly (Friday) figures irl re~pect of tho60 for 1947-48 
and 8totemt:nt XT.1 Rhowa tho oirculntio~l of Tndio notfir nr on thc Inst Friday elf 
e ~ c h  111onth sinwe April, 1942. 

Notcx in circl~lotion doclind colitin~~ously during Lhe firnt half of tho year 
rocording s fall of ovcr Rs. 68 crorou h e t ~ o e n  April nnd Soptemhcr but thereafter 
thov ~harply incrcc~sed with tllc r o s ~ ~ l t  that fin agsiusl n ri.w of RA. 23.26 crores 
or 1.91 per cent noticed l s ~ t  ycor in thr! not.cs in oircalntion, this ycar they increa~ed 
hy Ka. 62.35 crores or by 5.02 per cent. 'lhe totnl note8 i ~ ~ u e d  ntood a t  tho 
o~id of the ywr under review x t  tln. 1,318.49 crores en again& Hs. 1,2511.08 cromu 
at the end of 1946-47 ahowing 8x1 inurewe of Its. 61.41 clporerr or 4.88 per cent. 
Thus thoro htm ~gairl  beell a runrked rim iin the percentage hcreem in tho noten 
in cironlr~tion culd totnl notcs iasucd thii  year in contraat to a moderato rine noticed 
Imt year. The increase aeemR to  ]lave boon occasioned 1)y the higher priue level. 
the wideniry of tile free eeotor of trtlde ~ u d  by the l s e  refugee and capital 
expenditure of the Coverr~rnent. 

011 the tweets u i t b ,  gold ooir~ lwld bulliou rornairlud unchanged nt Rs. 44.42 
ororea, tlloir pcrce~ltego to total  note^ issued declining from 3.53 nt thc end of 
l ~ i t  ycar to 3.37 by March, 1948. Tho valuation of gold holding continued to 
be hamd on tho statutory rnto of Ru. 21-3-10 per toln wljlo thc market rate for 
gold ~ t o o d  a t  Ru. 111-12-0 on 31ut March, 1048. Tho Hnnk'u holding of slierling 
securitien remained unL.harlgad a t  Re. 1,135.32 amree thmughout the year. Thc 
percentage of aLer1illg securitiee to to td  uotes iesued and the yercentagc of gold 
and sterling securities to total notes issued declirled from 90.24 and 93.77 ree- 
pcctivcly a t  tho end of 1910-47 to 86-04 and 119.41 a t  tllc cnd of 1947-48. 

Rupee securities which had ntood a t  Re. 57.84 crorerr al the end of 1mt year 
remained stcady till thc cnd of January, 1948 but woro markod ap during the 
last two months and stood a t  Re. 102.84 crores 8 L  tho ond of tho year. The rupee 
coins held (including Government of Tndia onc rupcc notes) wore, however, higher 
on an average ar~d after fluctuating botwccn RR. 20.17 urotes on 4th April, 1947 
and k. 37.01 crores on 28th Novamber, 1947 stood a t  Hs. 3U.91 croree a t  the 
end of March, 1948. 



The grapha facing pegm 10A and 109 illustrate the relative movements in the 
various oomponenta of the llaeete of the Zasue Department end the liabilities of 
the BanL;nrr Department of the Renerve Bank of India. The figures in the Table 
below bring out the direction and extent of the changes in the principal itcms 
of liabilitio~ and arrsetn of tbe Bank on the combi~led basis. Two graph  ehowing the 
comhincd rurfiot~ and liabilities of the Bank sro also givorl facing pagcs 110 and 111. 

TABLE 28VARIATlON8 IN OERTAlM ITEM8 OF ASSET8 AND LIABILITlE8 OF 
THE RLlERVE BANK OF INDIA. 

. . (111 o r o m  of rupsecr) 
Erad of rilonth : c h g u  ovur pruvioue dute 

Jncrssss over previoua 
cbte . . .. -t 60 + 19 -I- 152 1 234 + 239 ( 202 -1 184 + 2 1  + 62 

Profiroesiveincrek~e . . . + 79 + 231 + 465 + 704 + 906 +1,040 +1,003 + 1.126 

Ir~creaa, ovor pmvioum 
date . . . . -  2 0 -  2 1 -  7 -  13-  2 + 2 +  2 -k G +  16 

Totel Rupee Bucurith : 
In- over pmviom 

date . . -. + 2 +  4 4 R . t  .63 + 3 8 .  113 + n +  I2 + 3 6 +  hl 
Pmgmaive increnue . . . -1- 61 4- 104 1- 138 4 83 4 32 + 44 f M + 131 

* Chankw M c o m p n d  with Aukw~t, 1030. 

84. Division o j  th A~.?+!ta of tk, Rp,~c.rite Bank n j  India.--1Tnder the provisione 
of the P a h t t m  (Monetary Sy~tem and Ro~orvn Rank) Order, 1947, an  mended ill 
March, 1948, P&.ietan1s uhere of the esnctn  of the l ~ u u e  1)spartment of the Reservu 
Rank will be oqual to the total Liability in re~pect of the Yekintan r~otun outstanding 
on 30th June, 1948 and India notes whioh m y  he legal tenderiu PPalrietenon that 
dete or in respect of which the right8 of enoeahment in Pakista~l exiet onthnt date 
end whioh the Govonment of Pakintan may accept st per until 30th Juno, 1949, 
subject to edjnatment on account of Pekiatan'e liability in wupect of Pekietan 
rupee eecurities and the advenoes, if any, taken by the Government of Pakistan 
from the Reserve Bank. The various clasaes of w e t s  of the Issue Department 
will be transferrod in the proportion in which they nlay be held by the Issuo Dc- 
pertment on 30th June, 1948. In  determining PakieLan'e ahare of storling and 
Government of India eecuritios, the amount of sterling securities held in t h e  Iasue 
Department of the Bank on 30th Juno  will be deemed to bo roduced and the amount 
of the Government of Indie eecuriticn will bo doemod to ho inmnued by the amount 
by which eterling held in the Ranking nepartmont of the Rank on that dsy fall8 
short of the aggregate of the following it om^ : (i) the amounte p y b l e  in sterling 
to the Government of the United Kingdom in puruuance of the find settlement 
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of the atorling balancee, (ii) tho amou~ita payahlo in sterling to tho Government 
of Pakietan and Provincial C+ovcrnmot~t~ in Pakistan in respect of the balances 
atanding a t  thoir credit on 30th ;luno, 1048 and (iii) the amount of the balance 
a t  the credit of tho Bank'a Account No. 1 with tho Bank of England. The oonse- 
quent increase in onch kind of the Qovernmcnt of Tndia ~ccuritiee will bear the same 
proportion to the total increase tw the amount of that kind of securitiee held in the 
Iesue Department of tho Bank on 30th June, 1948 bonre to the totrrl Government 
of India seourities hold on that day. 

Suitable provi~ionu have a l ~ o  been made in tho Ordor for the dietribution 
of tho Reeerve Fund of the Rank and the hel~ncen ntonding to tho e d i t  of the 
Govemmont of Pakietan end any Provincial aovernment in Pakiutan with the 
Bank on 30th June, 1948. 

85. Bankin8 Leghlntim. - - (A)  Tho reporl of the Select Committoo on the 
Banking Cornpanieu Bill, 1946, pre~cntcd to the C~utra l  Legislative A~~emhly  on 
17th February, 1947. weu inteuded to bo taken u p  for diupowl in the form in which 
i t  emeqed from tho 8oloct Committee, the changes neceswry c o n q u e n t  on the 
pas~ing of the Indian Tndopndeucu Act, 1947 hoing movod as separate amendments. 
As, however, the nilmbcr of amendment8 wan fairly largo tho Goverl~ment con- 
~idcred that the paseagc of the Bill would be fnoilitatod if fro& Bill incorpo- 
rating all the cha~igen was introduced and referred to  e Select Committce. Accord- 
ingly tho old Bill wae withdrawn from the Constituerit Aseemhly ( I~~i&ln t ive )  
on 30th Janoory, 1948, and the revised R~nking Compsoietl Bill, 1948 wcle intm- 
duced on 22nd March, 1948. The main featurea of thc naw Bill are as followa : 

(i) A comprehenaivo dcfi~lition of ' banking ' no as to bring within tho ~copo 
of the legielotion all in~t~itutione whiuh mceive deponitu, mpayable on 
demand or otherwino, for londing or investment ; 

(ii) Probihiting non-banking companie~ from accepting depoeit,~ rcpeyoble 
on demand ; 

(iii) Prohibition of trading with n view 1.0 elirnilllrtir~g r~on-hsnking risk0 ; 
(iv) Prescription of minimum oapibl ntclndurdrl ; 
(v) Limiting tho payment of dividcndn ; 

(vi) Tnclusioil in the mope of tho logi~lntioll of bailkn inuorporited or regia- 
terod outAido the provinuelc of Tndin ; 

(vii) Introduction of n colopmhcllrivc nyetem of licensing of barrka and their 
branches ; , . -  

(viii) Prencription of a ayucjal forrn of halance &cot and cooforring of poWOrR 
on the l?o~clvo Bank Lo call for periodical r e t r ~ r n ~  ; 

(ix) Innpection of tho l~ookn end aucountn of o bonk by tho Rosorvo Bank ; 
(x) Empowering the Cenbral Governmont to takc action ageinst banks 

conducting thcir affairs in H meaner detrimo~ltnl to tho intcrmts of tohe 
depoitors ; 

(xi) Provinion for bringing tbc Ro~crve Bank into d o ~ e r  touch with hanking 
companien ; 

(xii) Provision of an expeditio~~n pmclcdura for liquihtion; 
(xiii) Bringing the lmperinl Rank of India within the purview of some of the 

provisions of the Bill ; 
(xiv) f idening the powers of the Roeorve Bank eo ae to ena1)le it to come to 

the aid of b s u h g  oompanica in t.imoa of omeqenoy ; 
(xv) Provision for the exteneion of tho Act to acceding Stetea. 



(R) Ponding tho en~otrncnt of tlm Ranking Comyaniee Bill, the Government 
of India, mainly with a view to onahling the Keeerve Bank to aeeist euch bankn 
as might find themelves in difEcultie6 beause of the condition8 orehtod by the 
partition, promulgatml on 20th September, 1947 an Ordinanco amending Section 18 
(3) of the Rwerve Bank of India Aot empowering tho R.cncrvo Bank to p a n t  
emergenoy dvances to  echeduled and non-schodulcd banks againnt such neourity 
11s it nrxy cousider eufficiv111. Aa, howeeer, tho Rcucrvc Rank hnd no ocouion to 
grant R I I C ~  L ) ~ Y & I I O ~ R  u11dt)r t11e Ordinanco, it, WiLH ~1I0wcd to Inprre on 20th March, 
11148. 

((7) An hanks were oxl)el.iellcing ooir+i~ieroble diiliculty ia tlcsling with hills 
drawn or1 firmu and compculies nitual-ed in thu I'lrnjeb and other di~tiubed areea, 
thc Govarument of India rrmendcd on 27th J>ccember, 1947, by nn Ordinanco. 
the Xcgotiablc Inutrume~lt~ Act, 1881 insorting t.herein rr new Section giving power 
to the hankn to  tront bill8 cla dirthononred whcn preuontruent lvw rendorcd im- 
ponbible dlre to riotn or other disturbances. Similarly, under the same Ordinance 
a Bection ww inwerted in the Tndinn 1,imitdion Aot, 19011 whereby any suit which 
could not bo imtituhd on or after l n t  Auguet, 1947 or uould not bo imtituted 
nfter the uomiug into force of the said Ordina11c.e will~iathe period of limitation 
on acoouut of tho provdenco of riots or ot.her dishurbanoee, could hc admitted 
sftm tho period of 1imit.xtiou presuril~ed therefor, on tho plaintiff natinfjiing the 
Court that hc wns unablc lo instiLutta tho ~ u i t  within nuch period owing to distur- 
bances. The Ordi~rc~ncc urbs allowod to lnpso on 27th Jnne, 1948, stl the c!onditionfi 
which had necensibtt?tl it?: pmm~~lgation ccrreed t o  cxint-. 

'L'bc Govc:rnrnent. L I ~  ]?aki~La~~ HIHC, i ~ w e d  n, pnriillol Ordinanco on 13th February, 
1!448 tvl?ich will rcmain i l l  force up to 13th A L I ~ I L ~ ~ ,  19-tH. 

(D) liftor Ute, p~rbition, a few ~uidiUv-sized aricl ~ m J l  balks iu tho Eaet Punjab 
a l~d  nclki fonnd it diliicult to make urr~ngemerlts immodielely for moeting the 
cldrns of t h i r  ckpositore an most of their nsscts were in tho Wcet Punjob while 
their tinbilitie~ hnd boon trarieferred to their branches in Tndia. Moreover, aCO086 
to thvir record:: and nssct~ in tho W c ~ t  Pllnjnb had also heon rendered difficult. 
With H view to  asnieting sucli hanks in tiding over their a c u l t i e n  nrrd generally 
avoiding da~nllgu to the btbnking tctructuro and diutresse to  Lhe clepouitom, tho 
Govornnicut. of Inditi proraulgnt~l, on 27th Sc.ptember, 1947, tho Blinking Compnioa 
(Rtrst Yunjtbh t~nd Dellli) Oniinnnce, 1047 errlpowerir~g tho Covor~zmont to make 
an ordor staying for e pcriod of thrcn 1nont.h~ tho eomrncnocmcnt or contir~uance 
of ;dl actions aud pmccadinga trgainnt n banking company whioh applied for i t  
nnd whoee mgiuhred ofioc! wau u i t t~~ tcd  in thc Fut Yunjah or Delhi. During 
such a period of mortbtorinm, the hank concerned asu to make ynymenta to its 
deponitors not exceudirrg in any particnlar month 1 0  per cent of the tolal of tho 
ciirront and deposil ucoountv a t  each hranch in India or Rs. 250 whichever was 
Icse. T t  wns also Lo make sindiler yuyulunts to ciepositore wvho could satisfy the 
bank regarding their doposits in branches uut~ido India. The bank wcte, however, 
not to accept deponitn nor dispo~n of nny of it,s R R R C ~ R  axccpt for payments to the 
extont pcrnlitbd tt11dor the Ordinance end the hank'e normal running expenses. 
'rhc Cantratl Govor~nreut WUH empowered to sdveuce uurne to such a bank to offoct 
tltcha pnyments to its depositors. 'rho ucopo of tho Ordinance wiw exlendod by 
ouotller it~~lnndmel~t on 13th Dc.oerr~ber, 1947 providing for payment up to 
20 per ccnt of tho utnount of the ciraf1 or RE. 750 whichovcr wau IOSH. The 
Govon~me~lt of Pnki.strm aleo promulgritc~d on 22nd Octobcr, 1947 thc Ranking 
Coalpslnios (1'~liirit.m) Ordintmoo, 1947 on thc l inc~  of tho above Ordinance, but 
wiblroriL m y  provitrion for (:over~i~ncnt axaistoncc. l'hc Ordinances lapsed on 
27th JInroh, 1948 irud 24nd April, 1948 respeoti\elg. 



80. A T d d , i ( r a t k t r  of the Ileueme Bank of Z,diu and the Imperial Bank 01 
India.-Tt will be reonlted that following n non-official mmlution t-abled on 
18th February, 1047 in tho Central Legbl~ttivc rlsmrnbly propuning tho 
nntiomlkcttion of the Iteaerva Btlnk, the lhtrr~ B'insncc hfcmber annourlced 
in hie budget n p c h  on 28th February, 1947 the Govonlment's decision 
to net-ionafi~e thc Balk (vide Report f o ~  1844-47, pilge 113). Subsequently, 
in roply ta a quostion by Mr. Mohnnlal Hakseua on this subject, tllo I'i nnnce 
Minifiter further ntatod in tho (:onntitncnt As~ombly (Legitdative) on 4t81i %bruary, 
l9!& that tho Cllovcn~rnorlt propo~*ed to Cnko a t o p ~  lo riationalisc tho K.eeerve 
'Bank ns goon w powiblo dtttr :Wth Septeinhcr, 1948 when tho &lnk n-0111d 
ceaee to bo a common hankor to India arid Yakistt~n. He tcdded that tho 
Government intonded bo tccquire tho aharw of Lhe Renerve Bank at Lht! average 
monthly rutvket voluo of its shtweu during tho period Mmh,  1917 and February, 
1948 calculated on tJlc basis of the opcming quot.atious for cnch montl~ in 
exchange for 3 per cent long-dated Qovemmcnt stock of equivalent vrbluo of 
appropriate maturity. 

As regarda tho Imperid Bank of India, while the (iovcrnrnent aocepted the 
policy of its nationalisatio~~, uince i t  had branchen ouhida Tndia they were con- 
sidering carefiilly tho varioue technical qucntions connected with tach B stop. 
Cornpenfiation woiild bo pmid to the eharcholdcr~ on eimilar bat~ia aa npplicd in the 
cwe of tho Reserve Bank, the period for which tho value of the shamnwnzl to be 
taken into account for dctcrrnining their average v~ll lo would, how-ever, be da- 
cided later. An aseurance wiwt given thrt  the intere~tu of tho Governnlent and 
the nhareholderu would be eafeguntdcd. 

The Finance Miniuter ntatod categoriuslly that thc Covorament did not, int,cnd 
to nstionaliuo other commeroial banks. 

VII. CURRENCY 

A. OIRGULATION AND ABSORPTION 

87. J o i n 4  Mo1utary A mnqsrcnk with Pakidan.-Followiug the-deoiwion to 
pnrtitio~i India into two Uominionu from 16th Auguut. 1047, the Governor-(&nerd 
ksuad on 14th Augut~t cm order cellod the Pakintan (Mon~t~ary System and 
Keservo Rnnk) Order, 1047, with a view to mninCaining a unifiod mo11cLnl.y H ~ B ~ U I I I  

for the two Duu~inionfi of Tndia and Paki~tnn, ponding the eestal~lishmcnt, by t l ~ c  
Government of P~ki8tan of machinery to  rce;l~lnto cur.mnc.y and banking. Tho 
Order embodicrc, among other thing#, cer t~in  proviuione mIatirg t.o cumnay and 
coinage which wcro to be in form nntil 30th September, 1048, but which hy a ~111)- 
fieqllcnt amendment, will he effective up to only 30th J i~nc,  1948. 

In terms of the ori&$nal Ordor, the Bank waa t.0 have the solo right to ~ H R I I C  

Rank notes in Pakistan up to 30th Soptomber, 1948. It w a ~  further o u t h o ~ e d  to 
i~sue  aftm 31ut March, 1948 dibtinctivo Rank r~oten innmibod with the words 
" Government of Pakistan". In  1.tt8pec.t of thonc inncribod notes (iusllod from 
18t April, IMR), which are legnl tonder in P;tkir;tm only, the Government of Indin 
are not deemed to  bo liable to pay thoir value, whilo tho Bank's liability was t o  
cease aftor 30th Repternbar, 1958. Tndia rupee uoitl and rndin subzridiery ooin are to 
continno to he legs1 tcndor in PBkiatan for such peritd or poriods, not expiring, in 
the cam of any  coin^, sooncr than orle yoar from the introdnct.ion of corrasponding 
F'akbtan coins, as the C:overnment of Pakistan may determine. Tho Govenl- 
ment of India one rupee notos issued in dul:y, 1940 (which under thc. Ordinance 
of 24th July, 1940 are to  be deemed to be ~ncludod in the expre~ion " Rnpoo 



Ooirl " for dl the purpomu of the Rewrve Bank of India Aot) ore, however, to  
cease to be legal tendcr in Pakistan after 30th Soptomher, 19411 togethor with 
othcr Bank notes. Before 1st Oclobcr, 1948, no Paki~tan coixw wero to bc i~sued 
of n denomination different from that of India coin inoirculation a t  thc commence- 
mont of thiu Order. If ally Pakistan coins were issued (these havo bccn imued since 
1 ~ t  April, 1948), the Bank  hall not, after 3181 March, 1948, i~sne  India ooins 
in Pakistnn exoepl to tho cxtcnt that Pakistan coins am not avoilahle in sufficient 
quarlLitiev for the purposcn of ciroulstion. Tho Ordor aluo provides for the diviuion 
of curmnvj and coinngo profits betweon tho Govcrnmcntu of India and Pakiutm 
during tho continiinnae of the joint monotnry nrrhngamentb: and for tho divi~ion of 
a~xeta of tho Rank (vide para. 84) botwoon the two 1)orr~inion~ on tho termination 
of thwe mttngementn. .. . 

Following certain tiecinionn arrivccl at r c ~  EI, rewilt of discussions hcld in Maroh, 
I948 between the Bank and tha represer~tlttivotl of the Govcrnmontn of the two 
l)ominioriti, tile Order of Angn~t, 1947 wcu! uluended by tho Pakitltan Monotary 
System end Reservc Rank (Amerrdmerll) Ordor, 2948 issued jointly by tho Gnv- 
ernom-Cer~ernl of Indin and of Pakielen 011 318t M.amh, 1948. The emondmont 
provides that tho Rnnk will corltinuo nu thc cumnoy authority in Pakiatan 
1111 to 30th Jnnc, 1948 only and not 30th September, 1948 m laid do* i r ~  
tho original Ordsr. Intiia notc?e will, fio\vever, contiuue Lo Lo logal tender in 
Phki~tan up to  30th Septen~bcr, 1948. 

. -  , 
I n  terms of 6 (2) of Part I1 of the Paki~ton (Monetary flystem and Roseme 

Bank) Ordnr, 1947, Hank note8 cf thc ~urrant pattern inscribed with the words 
" Govr.rnmont, of Pakisttr~~ " in R~tgli~h and llrdu were put into airculetion in 
Paki~tnn from 1 ~ t  April, 1048. The (hverruulent of Paki~tan one rupee notc~,  
in~crihed with the words " Government of Paki6ta.n " in Rnglieh and Urdu in the 
oilrrent pattern of Govornment of India one nlpoc? notes, u d  Pakistan coin8 
of distinctive deuignu btlt, of the same denominntiono as India wins worn duo put 
into circulation nn from that date. Thoso notcs and coins ere, howovor, not legal 
tcncior in I n d i ~ .  

88. Mmvy h'uppt! (n India and Pqkiatu~.  --The Tablo on page 115 givos 
figurn of money nt~py y in Tndin and Ytrki(*rn, which in defined a@ tho total 
of legd hudor crlrroncy in oirculelior~ p 2 . r ~  tho demand d e p o ~ i t ~  of banks 
(iwlucliag doposits with tho Rvsurvo B R I I ~ )  minw w(~llk rosorveu of banks 
(which incli~do their dopuaila vith tho Rerrcrve Bank). This covern all forme 
of oxchnngc media i a  Llle country and includen not only what may be called 
tllc " C B R ~  hd8ucer with tho p~lblio" hut also Oovcrnrnent depoeitn with 
tho Henerve Ut~rrk of India, which me,y 11s alliid to 0on8tit~ut.e tho " cash 
t~alcmcoti of the Covcrnmont ". In the ttbaencm of eoourate eetimatca of the 

'1VBI1 nmoulit of nmall coin in oiranletion, Lhe figuroa for t,ottal momy supply, s~ b' 
in tho Table, oxcludc small coin, but the fip;l~mu for inoreases in money supply 
inoludo also thc inoreauea in the circulation of &ma1 coin. Tho fignrcs for the " ctrrrh 
btllancou with the yublio " am dorived hy deductin from total money s~lrply the f deposit8 of Government the Reserve Bank of ndin. 

l'he wartirue upward tmnd in ruoney supply, which hwi continued in the h a t  
pmt-war year wae, in n procean of ndjustmont to petwetime conditions, arre~ted 
duriug thc ycnr 194S47, wheu the total money uupply (oxclrrding small coin) 
Lnndod to dcclino, recedi~ig to R.s. 2,667 m r e s  in March, 1847 a n  compamd with 
an dl-time peek of 1Cu. 2,652 crorcu in April, 1946. During the h t  half of the year 
tinder review, tho money s ~ ~ p p l y  showed e further ahnrp reweeion of He. 118 
crorea touching a low of Rs. 2,448 crores by Augli~t, 1947. From September. 
1947, however, this trond appears to have been mverued, monoy aupply again 

r ..,r I .. i -  
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TABLE 27.-TOTAL MONEY SUPPLY IN INDIA AH0 PAKISTAN. (In crores of rupeea) 

March blrrdl J l m h  March Murh M u c h  l a r c h  Aprll May J m e  July A m s t  Gept. Oct. XOV. Feb. M u c h  
1W3f LO43 1944 1046 1946 1047 1910 1947 1047 1947 1047 1947 1947 l94i 10.7 !z 1048 1P48 

1 Notemin C ~ t i o n  . .  .. 382 644 882 1,086 1,219 1,YZ 1,SC4 1,240 1,227 1,222 1,194 1.181 1,174 1,193 1 . k  1,225 1,262 1,287 1,30( 

2. Dcnwd deparitc of bank!, 
(mchedulcd and oon-6chedal- 
4)' . . . . . . 232 U17 643 4 735 nl 762 700 6W 701 711 724 7Z9 7 6 760 770 764 i6Z 

3. Bpomltr rlth the Remrvs 
Hank ot India (a~cludlng 
depalta of B u r n  Oovern- 
mt) . . . . . . 63 8 i  167 998 643 682 467 651 650 694 D M  554 558 6 4  P 608 474 469 45: 

8. Circulation of rum coin . . . . 124t 137 147 186 188 155 181) 167 166 163 161 159 164 % 155 166 166 165 

8. Owemment depmita alth the 
Remsrve Dmk .of I d a  (ex- L I 

..Q 
rr I .  

I- 
w elndlny dnpmrm oi Burma 

~ o r m m e ~ t )  .. 19 36 101 ,283 556 344 424 417 419 410 993 SO0 100 &7 364 899 826 844 

10. hmamc in LIonev Supply (OX- 
dudin# rnpeo e'oln uul smdl 
cdn)  . . . . . . 191 4 0  461 467 4 6  - 8  3 -41 -33 -16 -2 -10 7 4 4 -4 22 17 81 

11. P ~ ~ ~ ~ l s o f i n c r ~ a t s  .. 44.3 69.0 43.8 30.8 25.0 -3.1 lj.1 -1.8 -1.4 -0.7 -0.1 4 . 8  0.3 1.9 4 . 4  0.9 0.7 1.3 

12. 1-M In circulation d rupee 1 

~n . . . . . . .. 7 45 28 10 18 j. P -12 0 . 3  -1.2 -1.1 -4.0 -1.0 -1.8 -4.0 -1.7 1.0 . . -0.8 

15. m u  In Oovmmont depo- 
d t ~  with the nervme Dank 
Of Indlr, . . . . . . 1 17 65 182 278 - 4 4  -118 -38 -7 4 -2 -17 6 1 4 -33 -S6 -3 18 

16. In- In cub balonesr with 
the pnblla (14-16) 202 470 440 914 251 PI 113 -3.0 -26.6 -11.7 -2.8 -3.1 -1.4 38.8 4 22.6 58.8 20.3 12.7 

l t em~!9  flluren aa on hat Fdday. t Oatober 1043. * For nome p e r i d  Bgum relating to nm-aehedded b o o b  are estlmatee, while B ~ U M  nine t~ partltlun l lre gmenrlly for India 
only. . Item 10-18: inoceaw over the prerioul'peu. 



ehowitig n rise of Rn. 109 crores by tho ond of March, 1948. On the whole, money 
nupyly ~howod n net fall of only Re. 10 croms. The cnuh helances with the public, 
on the othcr hnntl, &owad a ~ t c c p  rise of Rs. 108 crores fiom h. 2,105 croro~ a t  
the end of hVttrcl~, 1947 to Ra. 2,818 crores a t  thc end of tho year ur~dor rcview, 
uinb~ly reflecti~lg IL sharp decline iri Covernmont depoite with the Rmrvc  Rank 
of Tndia from Rs. 402 crores to Rn. 344 croros. This fall is partly due to the heavy 
C;overnme?,rlttbl outllyx on refugee rcliof, &:fence (tud food ~uhlridie8 RH well w on 
capitrrl clccouat. l'ho continued riso i ~ r  the cwh bskwcs of the, public, sbo pm- 
tluruably occcltrioi~cd I,y the gradual widening uf Lke h e  tiector of interlutl trade 
following dcco~itrol, il~dicsles t h o  pncie,*nw of inflatioruvy oonditio~m, attribu- 
tablo mainly to the lag in ngiculttwal t r t ~  woll nH induetrial production and i~ re- 
flected iu a oonbinncd rise diwiitg Ule yonr in the bwneral prioe lev01 and living 
costs. 

89. 'I'otab Abnotylion of C'w~ency in India and Prrkintun.-Statement XLII 
givoa t,ho a~iuual nbeorption of notuu, rupee coin m d  small coin ainco 1914-15. 
St,ntc:nlc:tlt XLIlI givos dnlilt~r figwuu oa n monthly beid for 1947-48 and 1940-47. 
'I'hc declining t.endency in the curruncy absorption noticod from 1943-44 was 
~mctitetl during tho ycnr under roview, tllc totel currenu! absorption boing higher 
at KH. 53.97 ctoro~ nr con~yurod witall Re. 31.11 urored in 1948-47. 

The graph facing page 116 shomt~ absorption or mturu during the years 1046-40 
to 1947-48 neperatcly for (i) noten, (ii) rupee nnd (iii) emall coin. The linturr diagram 
faciug pago 117 &how the progrcnsive ahtjorptiou of notes, rupetw and small coin 
since Scptemher, 1939, wllilc tho bar diagram facing page 118 b p i d e  the rbeorp- 
tion or retuni,  non nth by month, of ~totes, nlpmu and n m d  coin ~cparately. 

90. Circulation and .Ib.9orption of lVokrr in India and Pakistan.--State- 
melit XLlV ehuws tho ycar-cnd Ggms mid ennuel sveragos of the total 
Bnuk ilotecr i~rued and in cirouletiorr (oxcl~iding (hvcrmlent of Irldia one 
nipcx! notee iesuod in July, 1940) ainco tho quinquen~uum onded 1913-14, 
togother wiLh tho porwntayo annual riso or fall' h tho oironlhtion. Indill 
lx~taf4 trrld 13urmt~ notes are d o w a  aoparately for the yearn 1937.31) to  1941-42. 
The figure6 for 1942-43 m d  labor ycnm mlate to India notee only as, from June, 
1942, thc Rank WUI) relievod of its liahilitic?a in regard to Burma notos. The declino 
in the relative &s ~ c l l  na the absolute axpaneion of note circulntion, which bogan 
in 1!343-44 w~ rcplrrccrl I>y cc rising tendoncy during Mle year under review, notee 
in circulation rogieterillg tlu incmrtso of Rn. 62.93 croros to  Rn. 1ld04.30 orom8 
at the ond of 1947-48 against RRR. 23.26 orores in 1040-47, RM. 133.89 ororos 
i r ~  194546, RM. 202.39 crorcu in 1944-46 wid Re. 238.91 ororee in 12343-44. Tho 
annual rate of expamioil which had tiuulined from 12 per cent in 1945.46 to 2 
por cont in 1046-47 movcd up to 6 per cent in 1947-48. The average ououlation 
for the ywr, howovor, ehowed only a small inomwe of Re. 4.88 orom from 
RA. 1,222.06 crorcs dilring 1946-47 to Rs. 1,227.82 uroree. 

'l'hare waN n net return of notee of Rs. 68.44 crortw during the first six month 
of the yoar md a net abeorption of Ra. 130.77 urorea during the last six months, 
which normelly ooincido respectively with the wlack and b u y  yeriod~ of the yoar. 
Tho nverege monthly abnorption during 1947.48 increased from Re. 1.94 croroe 
in 1946-47 to  RIL 5.19 orores. During tho first half of the yoar, note oirculntion 
s h o u ~ ~ d  en rtvcrngc decline of Rn. 11.41 croreu p r  month ae compared with s 
monthly avorago decline of Rs. 6.16 crores for the oomsponding period of 
1846-47. Tho aaoond heIf of tho yoar, however, witneesed an everege rim in note 
oiroulation a t  Re. 21.80 cmros por month ee 6 tho mbhthly H8farj.e mte of 
inomatjo nf Its. 9.03 croms for the second year 1946-47. It thus 
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be seen that 1.l~i. liuctuatio~ui in  notc circuhctiorl, whioh conntitirtcs tho main com- 
ponent of tho total monoy snpply, wcl-c: Inrgcly ~eliooml during the year 1947-48. 
Evon during the proocding yoiir, there \~+I-Ls cvido~ico of tho reappenranco of the 
normal pre-war trends of tho 8oasontll ehh and flow of currency, whiuh eeem to  hnvo 
hecomo more pronounced during the year under mviow. The absorption during 
the h u ~ y  ~ 0 ~ 8 0 1 1  of 1947-48 wae, however, larger than what would appwr to be 
warrantad by the iulytlut of thc ~ o ~ o n a 1  demand, owing partly to  the large iwum 
of notes resulting fioru (:overnmcnt,nl dofioit financing, particularly after the 
partition and p&ly to the polioy of progressive ducontrol adoptod by tho Gorern- 
rnerlt of India. A further contributoly faator wao t,he untlettled banking conditions 
in pnrtu of the country following the partition, which ctleo~eseitated extensive 
nee of cash. 

91. Circulation and Abcrorption rd Itupetw in India and Pakwtun.- With 
the cossetiorr of the legal tcndor chsrautur of the ktsndard nipoo uoiu witb effect 
from 1st November, 1943, thc Govermerlt of lnditl ono nlpoo notes ( h u e d  
from July, 1940), quntornary ailvur n~ yoee (bsuttcl from Dewmbor, 1940 up Lo the 
end of &lay, 1946) and uiukel rupcos (ieeuod from June, 1947) oonstitute the total 
amour~t of rilpco coin in circillation. The aggmyete amount of these, which had 
stood a t  KR. 137.33 croretl a t  the old  of 1943-44 rotla steadily to RN. 107 . (57 
crore8 a t  the oncl of 1946-47. During tho year under review, however, rnpee 
oi~.culation showed e doclins of I&. 12.34 cmrcs to Rs. 1 GT,.I:l croms a t  the cnd 
oi  Mmch, 1948. 

Sitlco Ll~s year 1942-43, wiiiok exyerieucetl the highe~t m~rtinio abeorytion 
of Rs. 44.03 crores of rupee coin, tho dernlrrld for thiu form of cilrroncy had shown 
a deoline, excopt iu. the year 19&-40, whon Ihe decelertrtioxl in the rate of abeorp- 
tion was tempornrily interrupted. h 1!146-47, thuro Wt%n o btbep fall in t.ho dommd 
for ~ u p e  coin, tho abeorption itmoilnting to Rs. 1 .W croru8 a8 compared with 
Rs. 18.35 crore8 in 2945-46. During the ycrrr undor review, e not return of 
Hs. 12.34 crores waR witnooxed, indicating a probablo rovcranl iu  he ~ax-tiule trend 
as %itncssod during the ycmrr, folluwhlg World War I. Them wnr; a roturn of rupee 
coin from ;May to  Octohor, IW7 aud agoir~ duri~lg December, 1947 and Maruh, 
1948 totalling Be. 16.42 crorea nu cornparod with e roturn of 1%~. 5.76 croroe 
during the period July to November, 194G and in the monLuthe of January and 
March, 1947. Iluring tho monthtl of April and Novcmhor, 1947 and January and 
February, 1048, there was an nlsorl~tion of Its. 4.08 oroms eomparcd with en 
aborption of RRR. 7 .SQ croreH during the period April to Juno, lMf! and in the 

Y. - "*. month8 of December, 1946 and Fobn~nry, 1947. " 

During t.hc yoar, tho Bank rccmivcd from tho Government of India, one rupee 
notex and coin to  the extent of It&. f ,  croluls, undor Sec(iion 16 (2) of the Heservo 
Rank of Sndin Act, agaiuet equivalent crcdit to tho Governmeul;. 

2 .  Akmptivn of ,/tnall Coin in Indin and Pakistan.-BtaLeme~~t XLV shows 
thc nmual thchnorption of ~trlall coin for oath of the yonrx 191 9-20 to 1847-48 and 
aversgo nnnuol absorption for the two precedirlg quinquoanium~ Sthtoment xLIII 
shows the alborylion, month by monLh, duriug the two years 1946-47 and 1917-48. 
The data in respect of 1947-48 are on a pre-partition b;r& giv in~  co~rllinod 
figures for both India a d  Pnkiatnn. .Lllo abaoryLio~l of smek $oh bsn lowor 
nt Rs. 3.98 ororcs compared with Rs. 6.91 cromchn in 1046-47 and the record Uuro 
of Rs. 10.20 ororce in 1944-45, indicating the ~ont~inuanco of Ihe deuli- trend in 
the rate of ltbllorption noticed shoe that ycnr. The monthly absorption ranged 
betweon Re. 79 hkh,q in August, 1947 and h. 4 lakh  in >larch, 1948. There was, 
however, a return of RR. I 1  ltckhn during September, 1947, whioh nlnrk8 a break 



for the fir& time since August, 1939 in the con t inuo~~ absorption of lrniall coin 
witrlessed during the war and tho post-war pears. 

93. ~I'emonnl Mover/~enb of Czcrre~?~ .  Stntement XLVI and the bar 
diagram facing page 119 show the yoriod~ oi ,ibaorpt,ion and return of currency 
since 1920-21. Thoy indicate a fairly ropulw ~en.wndity in thc eheorption and 
return of currency. The " busy " tienson m herb curroncy is absorbcd begirls usually in 
August, Soptcmber or Octobcr-mostly in Scptamber--and onds after December, 
January or Fcbmary, thus hnving an nvcragc duration of five or six monthe. The 
' ' H ~ H c ~  " nea8ou or retutu of carrellcy u~~lal ly  b e g i ~ l ~  in ,lnnuary, Fohruary or March 
a~ id  oxten& np to .Jnly, August. or Septowl~or, the avorago dulmtion being bix or 
sovcn months. In  the pre-wnr yi!sr&, thorn was 8 fair nmoilnt of regularity in the 
periodicity of the Lusy and tho deck .io&sonn. The wartime bud tho immediate post- 
war monotery ctxpansion dilortod thin evon movement. The pried of ebsorption 
that I~cgnn in September, 1939 did not stop, as usual, in the firlrt quartor of 1940, 
but. continued u t i l  the ond of June, 1040, there being a return of curronoy from 
July to Seplembor. Agnin the rlexl pcriod of absorption beginrung in Ootvber, 1940 
exter~ded over Jnno, 1941 followcd by e  roturn of currency only during July, 
1941. Thorc was contu~ued absorption during the elltire period &om Augu~t, 1941 
to Jnne, 194.4, a priod during which wartime monotnry expamion rcached its 
peak. Again Lhcre wns a return of cilrrency only during duly, 1 W .  The period of 
absorption once more extendcd fjronl Augnfit, 1944 to Junc, 1945, tl return of 
ciirrency taking ylacc again in July, 1945. The noxt period of absorption whioh 
began in August, 1045 ended after I)ttce~~l bw, 1 W5, th?p  being-s rctufg of ourrency 
during January, 1946. Thcrc wan arr absorption of curronq-auririg E'ebri~sry to 
him, 1946, u period which in othe~wise uovered by tohe slack saaaon. Tho return 
of currency began once agnin in Jilly, 1946 alid oiidcd after September, 1!34)48, there 
being an abuorption of currency from Oclobcr, 1MB to March, 1947. During tho 
year under review, LLro wan ir ruturn of cnrre~lcy during the period April to 
September, 1947 and an abvorytion of currency during Ootober to March, 
1948. 

It w i l l  he seeu that tho tido of uurreuoy cxpanhn during t l ~ c  war, resulting 
fiom steadily growing Governmental o ~ l t l n y ~  had eubmorgod the sea8onel ebb and 
flow of curmi~cy. Homver, the month of July oppoemd ta mark tho bottom of 
the deck mafion, arid der;pit3c the riiciug wa.1-limo tmnd in uurrency circulation, the 
~eenonnl fall in the demand forn currency, ranching its mnximiim in July truserted 
itsclf in 1941, 1944 and 1945 whorl ~utnrns of cumiluy werc noticed in that month. 
With the end of thc war, tllthuugh the ternyo of c u m c y  expwion elackened 
appreuiably, scn.wnnlity did not irnn~edi&tely reeppcar and curroncy absorption 
was noticcd in the ~ L c k  months of F'ehrutuy to June, 1046. The roturn of ourrenoy 
from July to September, 1946 and the abeorption in the busy Reaeon rnoritbu of 
Ootober, 1'34ti to March, 1947 markod thc heginuiap ofapmcetrtl of r e t u r ~ ~  to nor- 
nial conditiom erld the reapprnnce of currency  trend^ in oonformity with the 
normal ~ealronal pnttcm. Thwe tmudu scorn to hrrve awortod themselves more 
fi~lly during the year 1947-48, whon a return d curroncy wn8 witr&med in tho 
mont.he nf April to Septcmbcr, 1947 and an absorption during October, 1947 to 
March, 19451, which period& coi~raide with tllc slack and busy seasons of the 
yon'. 

94. Note Circulation und Demand DcpoaiCe.-Tablo 28 gives oompertltive 
figilretr of tho changes iu noto circulation u d  ~chedulod banks' demand deposits 
~inct, 1943-44, on s hlf-yoarly bDRiL1. 
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PERIODS OFABSORPTION A ~ D  RETURN OF-NOTES AND 
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TABLE tL--OHANOLI IN NOTE OlRCUUTlOlY AllD DEMAND DEPMIT8 OF 
WHLDULED BAWKI*. 

( In  4:mm of rupcem) 

6 . ~ d m I n # U L ~ p a r l o d  .. 90 LU O 4s 68 47 4 7  18 60 

6 . p . r m d o l r e  . . 24 I 4  I2 2 8 9 7 - 9  3 7 
lrmr 

Includem m m r  for Pakialn. 

It may be noted that underlying the general upward trcnd in monetary 
circulation during the war yeare, them wan a relatively greater incrcaeo in demand 
d e p i t s  than in note oiraulotion during the flnrt half of the year which come- 
ponds to the elaok seallon in trade and v i a  vtt8a in the eccond half which come- 
poncb to the buny soaeon. During the war, notea in oicculation inmased by about 
five and a half timea, while demand depoclite roeo by over four times. The period 
of the higheet rate of wartime expansion in note circulation, viz., 44 per cent was 
in the busy Rsason of 1941.42, while the period of the biggeet absolute increase 
wae betweon October, 1942 and March, 1943. Then, wnu an appreoiahle rececl~ion 
in the annual rate of inuream in note ciroulativn in the poriod following April, 
1943, due largely to the anti-inflationary measures of the Governmer~t of India, 
ooneieting of vigoraue loan and taxation programmes and oflcial sal& of bullion. 

Since the end of the war, which witneseed the re-emorgonce of seasonal 
trenda, notea in oirculation have shown a reduction of 3 per cent in tho elaok seasou 
of 1946-47 and of 5 per cent in the elaok eeamn of tho year under review. I n  the 
busy seeeon, however, the rate of incream in uob oironlation, whiah had shown 
a deoeleration from 16 per oent in 194446 to 6 per cent in 1W-47, ehowed an in- 
creme to 11 per oent in 1947-48, owing mainly to the large ieeuw of not- following 
the partition. 

The period of the higheat relative and nbsolnte rate6 of expamion in demand 
depoeite was during the clack eelwon of 1942-43. From A ril, 19q3 thorn was a sharp 
deoline in thei~~tid'bf e.p.luion.ol &maad dspmitt. udr-~ Tm, b'iit'Xhere- 
after it showed moderub inmeasee in the period betwoen April, 1945 and Septem- 
ber, 1946. Over the riod 1943-44 to 1947-48, the paae of increase in  deposit^ in 
the slack mason dec E ' ed &om 24 per cent to 3 per cent. In tho bully wason, the 
rate of erpanaion was oomparatively low, fluctuating between 14 per oent and 2 
per oent until 1946-47. During the buey Reanon of 1846.47, there waa actually s 
decline of 9 per oenf, while in the buey e e w n  of t h i ~  yoar, deposits havo rimn by 
7 per cont ; thia rim in deposits is accounted for partly by the expansion of ctcdit 
by banks and partly by Governmental disbwernents. 

Compared with depoeitp, notoe in cirouhtion movod up a t  e faster rato up to 
the end of 1942-43. In the eubaquent pariod 1943-44 to 1 W 1  tbrire in -both 
WM more or lees of the same order, oie., 87 per cent in note ciroulstion and 89 
per aent in depi te .  I n  the poet-war yearn a h ,  apart &om eaaonal fluctuations. 



n o h  in circulation and denlend dcpo~itn have, luoved up, the rate of incroaw in 
both being 7 per oent. 

96. CircuZdion of N o f a  and Coin by Deno7ninatim.-Statement XrAVIl 
~ h o m  the circulntion of notoe by denominations for the ycnm ended 3 1 ~ t  JtIaruh, 
1914 and 1921-35, and for the year; ended 31et Doccmbor, 1935-47. l'he donomi- 
national pattorn of noto circulation underwent a coneiderable chango following 
the promulgation iu January, 1946, of thn High Denomination Bank Notee 
(L)ernonctieation) Ordinance 1946, under whioh notee of the denominationu of 
Ks. 600 and above cewed to be legal tander. The emounta of notes of theso 
denominations outstanding on t l a t  December, 1947 were Re. 3 lakhb in the 
cesc of Rn. 600 donomination. Rs. 1,12 lakht, of Re. 1,000 denomination and 
RA. 21 1Hkhu of Its. 10,000 dcnomhtion ee again& Re. 26 Itlkhu, RF. 11:),37 
lakhs and Re. 18,46 lakhs re~pectively on 31st December, 1945. Of the current 
denominations in oirculation, Ra. 100 notos recorded the highost increw of 
Rn. 51,40 l a b  as agohut h. 12,30 l a k h  only in the R.o. 10 dcnomination, while 
Rs. Ci notes regiete*d a deoline of Re. 1,99 lakhe. The oirculation of Hs. 100 deno- 
mination which had fallen from RR. 496,84 Iakhn at the end of 1946 to Rs, 488,iI 
lakha at the and of 1946 mainly on publiu apprehendone of the p m ~ b b  demoneti- 
sation of this denomhation, rose to Rn. 640,ll la& at  the end of 1947. The large 
issum of Rs. 100 notes rtre attributable in part t o  the exodun of fund8 almost 
entirely in bank notes of this denomination aooompanying the mass migrations 
after the partition. The proportionate sham of a. 100 notes in tho total oiroulation 
also inareused from 38.8 per cent of the gross cuculetion of all notee except 
Rs. 10,000 a t  tho end of 1046 to 40.7 per cent a t  the end of 1947 as agein& the 
highest proportion of 41 -2 per cent on 31st December, 1945. There were rumoura 
in certain arean in the East Punjab that notes of Rn. 100 denomination of the 
Lahorn and Karachi circle8 will not bo aooepted iu India aRor 31st Bierch, 1948, 
as a ro~ult  of which there was s hoavy runh for exchanging theso notee into Re. 100 
 note^ of the other cirolw. The ruah, however, eubeidod when the Reaervo Renk 
iaeued e press conr?n~n&p1~ on 8th December, 1947 contredioting these rumours 
and stating that the Bank had no intention of dillcontinuing payment in India 
on any India note issued by the Offices of tho Bank in Pakintan. The ciroulation 
of &. 10 denominntion alno increaacd from Rrr. M , 4 0  lakhn to Re. 567.70 ldh, 
its ehare in the gross circulation, however, falling from 43.3 per cent to 42.0 por 
ccnt at the ond of 1947 ; the denomhution nevertholo~a continues to  be prnpor- 
tioncttsly the largest in circulation. The circulation of Rs. 5 notes, on the other 
hand, showcd both an absolute and a relative decline, the, oircultction falling 
from Rs. 197,00 lekha to Rs. 106,lO laklls and the proportion from 15.7 to  14.7 
per ccl~t, while thc Re. 2 dcnomination showed a rise fmm Rs. 26,42 hkhe to 
&. 33,00 lakha, i b  proportional l a r e  rising from 2 per oent at the end of 
1946 to 2 .ti per cent a t  the end of 1947. As betwooa thc Government of India one 
rupee not- (not shown in the Statement ae those are tmatcd as "rupet, coin ' I )  and 
notes of Re. 2 denomination, the public, howovor, fihowed a marked preficrenoe 
for the former. Statcmcnt XLV shows the ab~orption of clmall 0oi.11 by donomina- 
tione ~ince 1909-10. The eteep f ~ l l  in the absorption of d denorninetione of nrnall 
win noticud lest ye= continued aleo during the year under review, tlre declino 
being most marked in the ease of four anns ooine. 

B. MlSCELLAWEOU8 MATTER8 CONNECTED WITH CURRENCY AND 
001NA6E 

96. EatrrMiehent of Isslte Oficed and Uranche-6.-Conmquent on the p&rt,ition 
of lridie into two Dominiom, it wae admillistrativoly inconvenient for the 
Lahore Circle of Ineue, the juriedidion of which oxtonded over are= partly in 
Indi, and partly in Pakistan, to continue to fanction aa conntituted before the 



partition. Moreover, i t  was decided to trensfer the Lahore O5ce to  the Government 
of Pakistan on tho termination of the joint monetary arrangements. It was, there- 
fore, necwssq to rearrawe the jurisdiotion of thc Lahore Offioe so ee to diveet 
i t  of its re6pondbilities in respect of rcsource operatiom in the X a ~ t  Yunjab and 
Delhi. With thiu view, a full-fledged Ieeue Department was established a t  Delhi 
on 13 December, 1947, with ile j ~lrisdiotion covering the East Punjab and Delhi. 

At the request of tho Government of Pakistan, mangemonte were also made 
to open n, branch of the Isano noptlrtment a t  Dacoa. Besideu attending to the 
resourue operations relating to  choete situated in Eestern Pakistan from lat April, 
1948, the D ~ c a  branch also attended to ba&ng functiom, such as providing 
rcmitbnoe f d i t i e e ,  management of publio debt for tho h t r a l  and Provincial 
Govcrnmeuts in Pakistan and ltdministrntion of exohrrnge control. Government 
buninew, however, uontioues to bo uonducted by the looal branch of the Imperial 
Bank of India. 

97. Changa in the Form of Nuleu.-Rank notee of the denomination of 
Rs. 5 with a new d e ~ g n  wet- iseuod by the Bonk during the year under review. 
The nofee, which have a security thread and are printed in green end overprinted 
with tr rainbow tint, were firat iurrued from Bombay on 16th Ootobor, 1947. There 
WRH no other ohnnge in leepot of any denomination or pattern of note during the 
year under review. 

98. Znaahmcnt of Burnua Notea.-During 1947-48, the f d i t i e r  for onoash- 
mont of Burma cumnny notea (i.e. old Burme not=, Britieh Bliitary Adminiutrs- 
tion noten and Burma Curroncy Board notos) coutinued to  be provided in lndia 
at  the following wntms. 

(a) Officee of the Hsservo Bank of India a t  Calcutta, Bombay, &fadre8 
and Karachi. 

(6) 0501x1 of the Imperial RDnk of India at Chittugong. Vir~gapatam, 
Cochin, Tuticorin mid Negapatam. 

I11 addition, encanhmenb were also allowtrd a t  the Troa~uriee a t  Imphal, Aijal, Port 
Blair and the Sub-Treasury a t  Marghorita. 

Provision of unlimited encashmont Eecilities was, however, conaidmd to be 
no longer neuelieary and sin- July, 1947 encashment hse been rentrioted t.o Rs. 100 
in tho case of adult tenderors and RH. 50 in tho w e  of minors under 12 ye=. 

'l'he total amouut of Burma notes (i.e. old Burma noter, British Witary 
Adminiatration notee and Burma Currency Board notes) enortshed in India during 
the year 1947-48 an~ountcd to Rn. 1,02,80,896 as egainet Re. 8,40,67,635 (hicluding 
thoee mcuhed -at . Rangoon) during - 1046-47, the ,-total d u e  - of. those notee 
t e n d e d  since 5th Jani~nry, 1948, when encashment facilities were first provided 
in India aggregating Re. 26,21,71,015. 

99. Old A'de9.-Soctio~~ 34 of tho Roserve Bank of India Act provides that 
any currerluy rlote or Bank note which hae not been preeented for paymont within 
40 y e w  fro111 ite &la of iesue uLaU be deernod to be no longer in ciraulation. The 
valuo of cunmenoy notes written off under this Seotion during 1947-48 amounted 
to RR. I .10,080 compared with Rs. 1,77,490 in tho previous year. Notee amount- 
ing to He. 24,820 which had been pmviouely written off under this Soction were 
presented for payment and were paid by the Banking Department of the Bank 
during the year. The followi~ig Table givoe the vduo of note8 - .  .mitt- . .off and 
refunded over the pest t h m  years :- 

194646' 194647 1U47-48t 
Value of h'otcle written oft' at the eerd of the 

yew .. . . . . . . . . . . 1.4o.lSo 1,77.480 1.10.080 
Value of Notes refunded durblg tho yusr . . 6,710 1.62,tLOO 24,820 

Tncluiling Rangoon. 7 Prwmional: 



100. Lmt, fiatroyed utul Yu&ilotcJ Nolee.-The Table below give6 detrrila of 
loet or wholly deetmyed, half, and mutilated notcs ~II respect of whioh olaims were 
admitted during the year. 

No. of No. of Amouut of Amount paid 
c~leima pie- olairnu qskt 

adinittetl admitted claima 
Lost or wllolly destroyed notos. 347 69 1 86.2LU 25.10OW 
Half notes . . . . . . 1.551 1.706 3,66,1M) 39.700 
Mutilatud notes : 

Registered (Denomimtiw of 
He. 20 to RB. 100) . . . . 7,045 16.033 14.7 1,600 11,99.000 

Unrrrgiateml (Denorninatiortn 
of He. I to En. 10) . , 50,648 %,81,4ZR 22,91,461) 21.28.490 

(:ovornmant. of lndiu one 
rum notee . . -. . . 36.730 4,25,#36 4.26.6ULI 4,12,3l4 

Heyremts amount paid during 1947-48 in respoct of cl~ima crrlmittucl in previoue yeare. 

In view of the communal ~ n r b a n o e s  which follow& in the wake of the 
~)altitio~i and the breakdown i r ~  communications Imtween the Weet nad East 
Punjab, conniderable h n h b i p  was being experienccd by holders of Lshore oircle 
defective ~rotes in T~ldia in tendering tl~eir ulaims at Lnhoru. With a view to effordiug 
the 11cce8ea1-y facilitio~ for the public in Lndin, the Remrve Bank of 11ldio (Note 
Refund) R u b  were nmended in Decembor, 1947 authorhing, in addition to tho 
(:urmncy Officer, Reserve Bank of Tndia, Lahore, tbe Currenoy Officer, rteaerve 
IJank of India, nellu to entertain and d i ~ p o ~ e  of oltlirns in respect of Lahore 
circle not,ea. 

10 1. Note Forgeria.--'l'he total number oi' forged note! (including Covcrnment 
of India one r11pet1 notee) rewived during the year nhowed an inoreeee end etood 
at  13,657 compared with 9,861 in 1946-47 and the reuord @pro of 23,792 (inoluding 
Rangoon) in 1945.46. The dietribution of note foraerie8 according to denominationu 
for the laet three years i~ give11 below :- 

Ywr He. 1 He. ? Ha. 5 lie. lO Ra. 50 Re. LOO He. GOO Ru.1,OOU 
(iov-mt 

of ladie 
Notas 

1947-48 . . . . 1,574 159 1,667 10,239 . . 19 . a . . 
1946-47 . . . . 1,537 850 831 7,228 . . 13 . . I 
1946-4tia . . , . L2.306 184 4 M  10,389 . . 17 1 1 

AR during let& year, tkc largeot number of forgerie~ wrre in respeot of Rs. 10 
noten at 10,238 or 75.0 per cent of the total. Of these, forgoriee rewived in the 
Calcutta and Madtire Officce numbemd 6,389 and 1,W8 reapeotivaly or 58.0 per 
cant and 18.6 per cent. Forgerice in respect of the Government of India orle rupee 
notes aggregated 1,574 or 11.6 per cent of the total, a8 compared with 16.6 per 
cent in 1946-47 and 51 -7 yor cwnt in 1945-40. Tho number of forged n 0 t e ~  of all 
denominations detected amounted to 7,263 in Cdcutta, 2,427 in Medrae and 
1,892 in Kanpur. Tho following Table gives certain particn~lars regarding prose. 
cution8 on acoount of forgerie~ for the pest three years. 

Pending s t  -. "'.*I-+ . %.;  

Year Froall tireendof Tots1 Diacilwgm Conviction, Pending 
proaecutiorlo the previous trisle 

v m  





that half and quarter rupee coin8 of the nama size and weight as Lhe quaternary 
coins s h d  be minted in pure ~lirtkel. hire niokel coins of tho donominationn of 
four onner and eighL a11nal.c were inuued towtlrde the and of May, 1940. 

103. 1Yithdl-a1wl oj  Si1t.w Ctiin.--All Vict,orin and King Edward VII rupee and 
half rupee uointi were withdrawn with effect from 1 a t  April, 1941 and 31at May, 
1942 respectively end King George V and King Georgo VI standard silver rupees 
and half rupees were o d e d  baok with effeot from 1 ~ t  May, 1943. The amount of 
rupoo coin witkdrawri from oirculetiou during the h ~ t  t h  yeam ia givon below. 

(In lakh8 of n~pnea) 
1046-41; 1946.47 1947-48 

W U h n I V  1836 .. . . . . . . .... .... .... 
Qwon Viotoria l8lu . . . . . . 0.01 0.01 . . . .  
Btendlvd Bilvmr H u p e ~ . ~  . . . . .. 11.39 5.89 0.61 
Other nncurrent ooin . . . . . . 0 . 1 2  0 .  18 O.(IO 
Defective Quutorntrry Rupww . . . . u.21 0.17 15.82' 

f O b l  .. 13.73 3.24 17.13 

Under the Indian Cmiuege (Amendment) Aot, 1918, silvor two enna piece8 aro 
no longer coined R I I ~  iwued. 'l'he coin, however, continuc~ to  bo logal tcndor. 
The standard d v e r  four amlu coin dtjo continuen to be legal tender. 

104. I+'ilhdrawal of C'upro-nickel a d  Copper Coin.-Right anna cupro-nickel 
coins wcre withdrawn under hotion 15A of the Indian Coinago Aot, 1900, with 
effeut from Iut O h h O t ,  1924, and am now rewived & the Iwu8'OtEcen only. 
Double pice ooins are alfio being withdrawn from circulation but tue still reoeived 
at the Tmustuiw c~nd the I~fiue Ofiom. Thn total nominal va.lue of uncurrent 
ooin and badly worn and defaced niokcl, mppcr and b r a  coins withdrawn from 
circulation during the yew w ~ r l  (W fullom :- 

Hs. a. p. 

L'nmrmnt Coin . . . . . .  [ (,\pro-nickel* eight ruuur . . . . 3,266 0 0 
Hmnze double pic0 . . . . . . 610 A 6 

I 
L'upro-nickel -141- . . . . . . 
Nickel-bnrsamd Ciipm-nickel Coin 

-12;- piwen . . . . . . 
. . . .  B d y  worn and defnoed ninkel - / I / -  . . . . . . . . . . . .  coppr nnd hrnm eoiu I 

* ' Coppur and Bmnzo Coin 
Single pic0 . . . . . . 
IIelf pica . . . . . . 
Pis p i m n  . . . . 

ro i l  
Include worn out pun, nickel noina. 

105. Counterfeit Coin.-The following Tablo givos tho numbor of counterfeit 
coin by denominntiolul cut at 'l'reauurie~ and railway stntion~ during the three years 
1946-46 to 1947-48. 

1 D17-48 7 - L- . ..* .1M11-41 
,.-. -.-, 7..--.- L-- 7-- A --  7 

Bilver Nickel Ailver Niukol Hilvor Kickel 

Ralma . . 
Half Rupnen 
Q11art.r Knpee* 
Eighth Rupooe 
On0 Ann8 . . 
Half Anna . . 



STATEMENTS 



(Averuge of weekly Jgureu) 

(Baee : I'uok ended 19th Anwnt, 1 U39= 100 ; Sorucc : Economic! Adviner to the Qwonunent of Jndi.) 

(Reference paragraph 21) 
. - .  . - .  . :'..".L,- : @ & + : b - w p  " .- 'FX ..:.w= - ,+iu8= - 

Year nnd Agri~vltural Raw Prima.ry Manufac- Cltier Cat of 
Montli Coml~udi- Mnteri~da Commndi- turd Artielsrof Om- Living# 

tius tien Artiolom Erportt Ind8x (Bombay) 

April 
May 
J one 
Jr~lg 
Augunt 
Scpturnber 
Octobor 
Novumber 
December 
January 
February 
March 

April .. . . 
May .. . - 
sun0 9. . . 
July 11 . - 
A u g u ~ t  ,, . . 
September ,, . . 
October .. . . 
Novnmher ., . . 
December . . 
January . . 
Febn1at-y ,, . . 
M~n?l l  ,, . . 
April 
WY 
June 
July 
Aqplst 
SsptAmber 
Ocbher 
NovembRr 
1)mmbor 
.January 
hbrunry 
Mnmh 

$ Monthly indim8 : Bar-August 1939= 100 ; Annual I i y r e m  am avenges of month1 iadim ; Source : " Bbmbmy 
Labom G ~ t t a * ' .  Eatimrtui. + Dirontinued from April, 1017. f 8 m n  month d ~ , - l ~ a  



STATEMENT I1 

(Average of weekly figures) 

(Bam : Year ended August. 1839=100; Sourcc : Euonomia Adviser to the Government of India) 

(Reference paragraph 21) 
Tnduatriel 

Raw 
Materials 

Food Artiolw 

&dl 1946 . . . . . .  . . 
May . . . . . .  . . 
June . . . . . .  P I  . . . . . . . .  8 3"lp ,I . , 
August .. . . . . . .  . . 9- 8apomber .. . . . . . . . .  
oaiwber ,, . . . . . .  . . 
Novembbr ,, . . . . . .  . . 
Deoolnber . . . . . .  . . 
J . O ~  1 i i 7  . . . . . .  , . . . . . . .  z~ 9 .  . . . . . . . .  I. , . 

April 
May p* 

Jtlne ,. 
J ~ Y  
Ausuet .. 
September .. 
Oafobu 9 .  

November ,. 
Deoembor 
~ e ~ u a r g  ];in 
February .. 
March ,, 

t Last week. 
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MENT Ill 

(INDIA aau PAKISTAX)~ 

paragraph 22) 
( In  Iskhn of rupees) 

1947 

Import ToLal Balanca 
Importe Exports 

INiicce$ Indicsdt Trrda 

February . . (Private) . . 26.31 19R 24.20 189 8 7 26,14 . - 3,07 

April . , ( a )  . . 32,49 2 26.14 188 G 26.09 - . 6979 

July . . (Private) . . 38,33 102 28.17 l!N 35 28.63 . - lovBl 

September . . (Prirntn) . . 34,hl 38,lO 78 38.RR 1- 4.37 

. . (Gos-emment) . . 4.27 

October . . (Private) . . 3L43 

. . (Covernmont) . . 3.90% . 1,358 10,60$ 11.95 + 7.95 

November .'. (Privnto) . . 91.35 36,47 98 37.45 1- 8.11 

Clhittegong oh- 15th Augurt, 1%7. 5 Exoluaive of fiSurer relating to the port of Karachi. 
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wan6 wu rrl e~t-8 48 Wurq=r m~ul*r ueprw ul ma C w* Uflw a,LI#ul 041 
-w n J (n w ~4m4-m - 1- )*.n mw m! p wd k&nmu 

(1) (16 '4 62) (1) (62) 
0 t 69 0 V %L 9 8 011 0 I LO1 0 Z 811 " " " Qq 

(L) (W) (6) (%I 
0 0 89 0 01 69 '& Z 801 0 PI 601 o er~o~ .. .. .. kpwqed 

(1) (~11 (8 o z) (*I) 
0 8 LQ 0 fl 89 6 0 901 0 9 POI 0 8 LOI -. -' " hnrrslp 
(18 r ta) (11 (za) (91) 
0 21 L9 0 8 89 t? 8 901 0 P GO1 0 P1LOI " " "J~~==w 

(1) (02) (1) (62) 
0 P 89 0 OC OL OK 0 SOT 0 9 EOl 0 & 801 " " "aqmsn0N 
(el) (1) (PI) (11 

OOH 0 0 ZL 0 8 601 " " SQ01~0 01 8 501 0 PI s% 
(ot) (2) (9 19 9) (9) 

0 *I 1L 0 9 fL v f 011 0 01 801 O 0 blT " " "=qmeld@s 
(8 P 9) (LZ 19 St 'CZ) (8) (88) 
0 V OL 0 V PL I8 011 0 Z 801 0 01z11 " " 

(za v IZ) (01) (az) (01) 
" 9-v 8 

.& PII '.. .. .. ffw 
n. 

0 0 ZL 0 8 tL 0 VI 011 0 8 901 
(9 T P) (82) (9) (02) 
0 0 21, 0 ZI *L I z1 c11 o o III o FI ttr '- ''t"'r 

(a) (IE 19 OE) (0 ?D z '1) (I&) 



HIQHEST, LOWEST AND AFICRAQE (ANNUAL) SPOT PRICES OF GOLD AND SILVER 
1s BOMBAY SINCE 1926-27 W~TH IBWORT D u r n  

(Reference paragraph 29) 
(pr -8 bb) 8 l l V W ( p ~  1 0 6 b b U O S l )  

I \ I 
tiighat Lowat -4verrrgeS Import duty Highat Lowest Avemgs$ 
1b.s.p. R s . a p .  R8.a .p .  R 8 . o . p .  R a . e . p .  Rm.a.p. R8.a .p .  

.. .. . . 21 11 6 21 4 6 21 7  8 Nil 72 0 0 56 8 0  63 1 5 

. . .. .. 21 I1 3 21 4 9 21 7 6 ,. 61 2 0 5 8 8 0  50 3 7  

. . . - .. 21 11 6 21 4 6 81 6 10 SB 66 8 0 6 8 2 0  6 0 9 2  

. . . . .. 4 2 0 0  21 b 3 21 7 5 ss 69 7 0 4614 0 53 9 11 

.. .. .. 41 13 3 21 3 6 21 12 6 1, 67 4 0 30 0 0 46 15 1 

.. .. .. 31 2 0 21 3 6 24 4 3 BB 66 8 0 41 12 0 80 S l l  

.. .. .. 32 1 6  26 10 0 29 5 2 ., 60 0 0 4014 0 12 11 4 

. . . . .. 3414 0 28 11 0 91 4 6 st 69 14 0 52 16 0 6tl 010 

.. .. .. 3613 3 33 3 0 35 15 8 ss 69 0 0 5 0 7 0  6 0 1 3  6 

.. .. .. 3612 0 31 3 6 36 4 11 ** 48 12 0 6 5 1 1  87 0 0 

.. .. .. a5 8 0  33 15 3 34 l2 6 1. 56 2  0 47 0 0 50 6 8 

.. .. .. 35 2 0 34 3 6 34 710 9. 55 15 6 46 1 6 51 4 1 

.. .. .. 37 10 6 34 12 3 35 10 3 9 33 1 6 48 2 0 51 11 3 

.. .. .. 43 8 0 a6 9 0 39 IS 11 YS 6 6 4 0  4 4 7 6  55 4 9 

.. .. .. 48 R 0 4 0 2 6  42 .6 0 I$ 6 . 4 ~ 4  0 3410 0 62 8 0  

. . .. .. 7 1 0  41 B 8 44 7 11 11 07 6 0 61 12 6 6811 4 

. . . . .. 72 0 i J  44 1% 0 57 10 10 ., 116 8 0 76 4 0 0 4 2 6  

.. .. .. 96 4 0 65 4 0 76 11 0 .. 141 8 0 101 8 6 120 7 11 
• a . . .. 7612 0 61 2 0 71 7 4 .. 143 4 0 113 10 0 128 10 9 

1 

l m p r l  duty 
&. a. p. 

Nil 
9, 

I ,  

9 6 0 
14 I 0 
14 I 0  
17 9 3 
11 11 6 
4 1 1  0 
4 1 1  0  
7 0 6  
7 0 6  
7 0 6  
7 0 6  
8 7 O* 
8 7 P  
8 7  o* 
8 7 0' 

. . .. .. 97 12 0 63 6' 0 80 3 0 25.0  O(a) 159 6 0 118 0  0 135 I l l  lala o(o, 

f Average of closing tpotetions for working daga. Including sumharge of 20 per cent. 
(a) Effocfivefrom 1st March, 1946. ( 5 )  Effective from 12th Auguet, 1946. (e) Undcial. 



0 0 L9l 
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0 01 691 
0 81 197 
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0 8 001 
0 P 1LI 
0 1: 091 
0 0 691 
0 $1 OLT 
0 0 681 
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0 ): 601 
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0 21 091 
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0 0 L91 
0 8 V91 
0 z 9g1 
0 01 191 
0 P 991 
0 91 981 
0 0 891 
0 21 L9T 
0 01 691 
0 I1 iLT 
0 8 9LT 
0 0 9LT 
0 8 LLI 
O ZI OLI 
0 *l ZL1 
0 81 OLI 
0 v 0L1 
0 R 8'31 
0 0 *LI 
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0 R I91 
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0 0 ZLI 
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Q 0 691 
Q 01 ml 
o s z9r 



STATEMENT VII  

PRICE OF SZLYER IS LONDOX, NEW YORK AND BOXBAY (Mo?;THLP), 1Wi-48 
(Reference p ~ a g r a p h  31 ) 

Average estimated 
Rtocke during emh 
month in Born- 
b y S  (in bur 
of 2,800 tolae) 

Prim in London* 
(Pal- fine ounce) 

Markrt prim In Now 
Yor&+* 

(Per fine om-) 
Higllmt, Lowast, 

Averaget 

Prim in Bombay 
(For 100 tolns grow) 

spot 

Higheat., Lowest, Awrnget 

P 

"s" Forward 
d. 

A pri 1 

May 

June 

L 
0 
as July 

A- 

March . . . . . - 45 -45 ' 

Figume within bmcketa refer to dates of quotstiona t.4verage of doling quotstiona for working da a. $Average of week-end ntacmb. *London 
! ~ ~ U T J ' I I  price of silver for a a o t i d  pupa : Bpot 10. p 6ne ounce from 6th November, IU47. **Price oIforeign Over in New York : .Y cenu p r  
&le 0- fmrn November, 1947. 5Unofficial. H = High&. L = Lowest. A = Average. 



STATE 
QUANTITY AND VALUE OF IMPoH.TS§ AND EXPORTS OF 

(Referunce 
IMPORT8 

t - 
Gold !hvemignr end other TOTAL 

Bullion Britiah gold win 
L 

1 r I 1 
Quantity in Value ~II Quantity in Value in Quantity in Value in 

OUIW mP- u u n w  OU~CBB NPeeE 

A W W  lor 1w-01 to 
19014% (a) 6,72,18,318 (3 @,W.W*l r,rn,6n 16,07,16~a 

A- tor l i k k  
1909-10 (8) a , W W 2  (3 7,W,-WJ w , l 0 7  1714%- 

A- rw ii l 'o-it  to 
1814-16 t . 1 1 ~ ~  r w , 7 ~ n  r,na,w 1 rr,rqlr~n 

A w w  hr 18i6-la i. 
ins-n, -I- l % W W S  7@Om@m , I  r=#r la.U#&TW 

AVW tor l ib-41 ii 
lgU-46 4 3  98.64.12.004 1,183,850 7,W,00,240 6 W $ % a o  

A W m 8  hr 1 k - 2 0  to 
1829-30 .. .. 4,428,668 1 3 , 1 7 1  1394,720 7,8%1I107 3a1$78  R1,M831s31@ 

1830-31 . . . . 1.099.230 6,Sl,4O,V97 1,210,896 6.93.1 1,460 2,329,626 13,24,62.453 

1831-32 . . . . 235.609 1,63.60,469 214,441 I ,28,34,905 4.50,U 60 2.79.36,304 

1939-33 . . s . 119.742 91,13,U)O 62,67U 40.68.191 172,412 1,31.81,391 

1933-34 . . . . 106.607 LIS,W,484 29,394 24,33,821 134,801 1,09,84,286 

1934-36 .. . . 64,016 66.38.348 17,977 16,64,763 79,992 71.93,101 

1046-36 . . . . 56,200 50,72.01)9 47.261 44.23,Sll 103,461 94.96.410 

1930-37 . . . . 61,086 67,09,880 111,606 1,03.78,239 172,781 1.60.88.1 19 

1U37-18 . . . . 39,967 34,tll,U69 131.099 1.22,23,082 171,606 1,66,&(,161 

1938.39 .. .. 43,696 30,00,396 31,402 33.03,033 711,098 72.63.428 

1939-40 . . . . 28.23 1 27.36,603 44,892 44,fl7,f!96 70,843 72,24,199 

1040.4 1 . . . . 6,484 6;22, IBLI I I 1.390 5,485 6.23.688 

1W1-42 . . . . %- 2,96.976 U 2  bQ,W c %,OW &*a0 

1949-43 . . . . 618 67,802 . . . . 64% 67.602 

1943-44 .. . . 18,008 35,84,387 3 636 18,911 36.84.892 

1944-46 . . . . '1,949 15,82.146 . . . . 7,949 15.82.146 

1945-46 . . . . 10,094 82,02,853 - . . . . 10,9M 22.02,863 

1946-4; . . . . 288.108 7,00.66,017 81,614 1,16,87.864 340.762 8.17,43,871 

3047-48 . . . . 300,988 8.1 8.67,281 17.083 40.97.432 318,071 8.06.64,715 
(Nine month ended 

nernmbsr 1847)** 

Trhl hr 31 W r n  )nn Cr- - 
18OO-Ol 10 1930-3l.. (8) 43747.11 W (a) 2,77,13,8&881 11#,40&%S7 7814,80,@5836g 

TOW for 16 ymam from 
1831-32 to 194647. . lI066,640 13,79,13,W4 760,331 0 , 7 6 7 1  lfll,871 W,62,71,13# 

Since 1941-42 ngwee an, on post-pepucation b a r .  j l'ho 6gurss for the yeur 1943-44 to 1946-46 do not inoludc 
the d e u  of about 7 .5  million ounces msds in Indii on behalf of the Allied t3o~anmsnt.o. (a) F-8 not aveikblr 
" Pmt.ieional figumu. Excluding figurer for irnporkr to and exports from the port af -hi from Ootober, 1947. 



MENT Vl l l  

paragraph 33) 
EXPORTS 

I -I- \ NET IMPORT8 (+)  
Gold Sovereign* n ~ ~ d  ot,llor 'COTA I .  OR EXPORT8 ( -) 

Bullion HriLiah goltl coil1 
r A L b 

\ t - I  -A 

Vmntit.y ~ J I  Vuluu in Qnantity in Vduu ill Quautity ill Vnlr~e in Qururtitj ill Value in 
oi~ncne t~rprres O I I I ~ O R R  rupwn - 011t11:en r r i p a  C>UIICOI( rupee8 

Iucluding 1,030,490 ollncen of gold valwd at Ra. 10.10 laklls oarmarked on wc~>unt uf purul~usura abroad. 
t L~uluding 788.947 ouncon of gold valuud ab Ks. 8,08,08,376 e n m r h d  on nc.no11nt of purahaeum ubrod. $Including 
1.819.307 ollncee of gold \.alucd ut RIJ. 18,27.08,370 tlarrnnrkstl on accourrt 01 purcheser~ a h r d .  



STATE 

IMPORTS EXPORT8 
r 1- L 

Priralu Qvrernme~~l Privato 
,-----A .,- -> ----. ----, r r  - 

Qunrltity in Value irr Quantity in Velue in Qumtity iu Value in 
O L I I A ~  rupee0 ouncw mpbee ouneaa rulmes 

A v m g l  for 190041 to 
1901-06 67,962,778 10,41,60,397 43,84@,4W 4,U,07,532 14,374896S 4,40,U,496 

Av8ngr for 19bjS-W t i  
190B-10 .. . .  68.692,Wg 10,23.W,W1 37,05.2U 7,~2,77>18 @,na~,61 1 2,30,OB,410 - .  . . . 

Average for 1810-11 to 
1914-16 69,749,141 1 O,H,44,ZIO 18,418,183 S,62,16,120 1@,251,S99 3,%7,62,MO 

Avenge tor leis-16 to 
l e tg -~o  .. . . 14,301,301 t.37.e2.isa 1 01,~ao.o~~ e r ~ i a , 3 0 7  7,oos.r~ 1 ,a7,47,769 . . - .  - . . 

Awrage ~ O T  110-21 to 
1924-16 87,999,W 18,B9,72,4Zl 746,267 7 14.8@4,9U 3,38,6%490 

Avenge tor i8ib-26 i; 
1929-30 . . . . 110,068,139 17,44,04,286 178,402 4 13~166,954 2,30,75,ElO 

Total for 31 yarn lrom 
190001 to 1 WOdl . . 2,044,86289@5 3,02,81,08~277 831839,461 %20*47mW66 438178Wl WsWbMo 

Total for 18 yean from 
1831-32 to 1948-47. . 361,881,369 63,84,96,725 7 3 8 1 1  0 , 8 2 1 1  1 B6,485,282 14,14,87,40S 

* Provisional f lgures. Excluding Bgures fur importr to end exporlo from the port of --hi from October. 1947. 
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paragraph 33) 

NET IMPORT8 (+)  OR EXPORT8 (-) 
---,----A -. . NET TOTAL IMPORTS ( - t  ) 

Government Privnh Covnmrnont OR EXPORTS(- ) 
-A- - - - . - - - ----A- -- ,-. - A-. - .--- - - - -2.. .. 1 

Q~antity ill Value irr Quantity in Value i ~ i  Quantity iu Vlrluo in Qlmntity it1 Value in 
ounoee '"JPeee 0uncen nT=@fJ . OUrlCeII . .,.. . r@&&,h+~.~'m -,.- ~ - ~ . N P B M + h - A ~ . ~ ~ 7 -  

4705,662 46,74,47,4U3 4 - 266,486,077 + 49,70,09,267 . 37,323,212 - 6,39,6Ss3U¶ f 229s1(141306 +US30,43,875 

Since 1941.42 ure on post-separation b u b ,  t Qovernmrat of India - . rupeus ucu hown at face value. 
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STATEMENT X 
b w o ~ ~ ~  AND EXPORTS OF GOLD COIN AND BULLION, 1947* 

(Reference paragraph 33) 
IMPORTS 
- - 

Gold 
Bullion s~~~jgtizd TOTAL 

Gold Coin --- 
Quantity Value Quantit.~ Value Quantity Valuc 

in iu in in in in 
1947 ounces rupeea ounces nlpees ounces rupoas 

EXPORTS 
r -- - 7 

Gold Sovereigns ant1 
I3ullion 0 t h  British TOTAL NET IMPORTS 

Cold Coin 
7-+ -7- -- 
Quentity Value Quantity Vdae Quantity Value Quantity Value 

in in in in in irr in in 
ounce8 rupees ouncea rupees ounces NpeeS ounces r''P-8 

W 
April . . 81.668 2,16,10.480 1,588 4,41,790 ' 83,140 2,19,52.220 639 1,83,606 . . . . " ' 680 1,83,606 82,501 2,17,68,614 

. 74,706 2,16,13.818 10,856 29,81,236 85.561 %.46,05.054 - .  .. . . . . . . . . 86,661 2.46.05,OM 

August . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 
8eptember . . 188 54,875 . . . . I h!4 64,875 . . . . . . . . . . . . 188 64,876 

Octobor . . t.. .. 140 42,003 140 42,003 . . . . . . . . . . . . 140 a 0 0 9  

I 

Total . . 491,W 13,6P,16,M( #,M9 l,6P#S1697 593,007 16,1d,P5rSZ6 3 10,6973 4 7 2 7 1 B  3 4  6 6393 1402%3@#3 

Provisional figurer. Excluding figures for import# UJ and exports from the port of Knraehi from October, 1945. 



STATEMENT XI  

IMPORTS AND EXPORTS OF SLLVER, 194i* 

(Reference paaragmph 33) 

-i IMPORTS EXPORTS 
.................... ..... -- ...--.. .-A ..--... ?----.--. . - . . --A ---A- - 

Privuto Ooveairneni. PI-ivatr Government 

Qlwntity Quantity Va l~r  Quantity Vnllte . Quantity n l u e  
in in in in in iu i x ~  

. I947 ounces ruput?~ I)UIICBE' r ~ ~ p m a  otmcc:, rupenn ounuw rupees 

.Tanwry . . 
February . . 
Merol~ . . 
April . . 
l a y  . . 
jlmo . . 
J ~ Y  . . 
Augwt .. 
September . . 
htobcr . . 
November - - 
December . . 

Job l 

NET TOTAL IMPORT8 

Quantity Value 
in in 

vuncen nw"'j 

*Pmvisioml Qurea. Excludiw figuror for imports to wid exports from the port of Korwhi from Ootober. 1947. 
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STATEMENT Xlll 

(Refereme paragraph 53) 
(In I&hs of rupees) 

INCOME-TAX JUTE D Z " ~  SURVI.~;YTIONY 

IBH.4i 15-8-47 11-8-47 
1930.39 1946.47 KO 1948.49 193s-39 1946-47 ti, 1041-49 1938-3tf 1946.47 to 1048-40 

Paid to Acaounta Aoeountn 31 3 - 4 3  D~lclgot . l ~ : t x ~ ~ ~ n t s  .\c.rourltn 31 -3-48 I3uclgett Amounts Acc:ounts 31-3-40 Budget 
lit*ri*zd Ro\riued Hevised 

r Bombay . . .. 30.00 5.97.40 6.24.54 7.64.61 . . . . . . . . . . . . . . . . 
IP 
e 

West Bengal* .. 30.00 6,07.40 t,OB.W4 4 . 3 6  I .  . I .  66.44 48.22 . . . . 40.06 50.00 

United Provinnes. 21.50 1,48.09 5.65.06 79 . . . . . . . . 25.00 . . . . . . 

. . . .  Hibu 15.110 0 . 7  8.BU.ii9 4.73.31 I 14.00 23.76 17\23 . . . . . . . . 
Cvntral Proviwea 
and I3erur . . 7.50 1,49.3Q l.5k.41 2.1S.41i . . . . . . . . . . . . . . . 

i I 

Aoslun . . . .  ii.00 59.74 89.22 1.0!).23 I I . !  20.08 33.12 24111 30.00 30.00 18.76 30.00 

t This distribution nmotrg tire proviuen, i8 proviaionai cu, percentage shares havr not yet been finally fixed. 
Figurea for Mle yearn 1998-39 and 11M6-47 relate to the undivided pruvinoea, while those for tho pcriotl 16th -4uglurt. 1047 to 318t March. 1948 and 

for 1!f4R-49 relate to the prorincea in  tho Dolnirtion of India only. 



Cuatoms 
Provinaes end 

Foome- 
Tnx 

BOMBAY 
1938-30 (Awounts). 30 
1040.47 (Acnounts). 5.97 
1047-48 (Hevisod) . . 6.25 
1948-49 (Budget) . . 7 3 7  

UNITED Pnovn-CBS 
1938-3V ( A a ~ ~ ~ n t a ) .  23 
1 W - 4 7  (Aocounte) . 4,lS 
1947.48 (Revised) .. B,65 
1948.49 (Budget) . . 7,20 

EAST PUNJADS 
l9s.ZiO .(Accuunte). If 
1947.48 (Budget) . . 1.00 
1947.48 (Revised) . . 1 ,a8 
1948.49 (Budget) . . 1.73 

Land 
Revenue 

(Reference paragraph, 52) 

. . 
Total Direct TOM' 

Exciw Stamr~s Tax Total .Domnndx Ir~~ine- Debt Eecuritv Social Exmndl- 

(In lukhs of rupeen) 
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STATEMENT XX 

(A) PROV~NCJAL GOVERNMEXT TREASURY BDLY SINCE 1938-39 

(Refereace ywrragraph 61 ) 
(In Chotmands of nlpees) 

Province8 end Particulars 
n f . 0 ~  

Amount offomd for tend~r  . . 
Amount tendered 1 . . . . 
Amount  old 
A- rots oj Grit b; 

Wpaannurx . . Ik. 
Amount outatanding . . 

BOMBAY 
Amount offered for tender . . 
Amount tendered . . . .  
Amount sold 
Aasmge d e  of d i n t  ye; 

cen&pcramuun, Ra. 
hnount outshndingdiae ' . . 

BE?paAL 
Amount offered for tender . . . . I.zO.W I ,65,oU 6,iS,OO 50,OO 29.00,W 35.00.00 10.50,OO 12.5U.00 6,00,00 
Amount tendwed .. . . . . 1,33,?4 1,82,50 13.52..W 1,34,60 37,60,50 56,48,00 27,7Q.00 17,20.50 4.00.00 
Amount mold . . . . . . I ,  1.60,rH) 6.75,OO 30,UO 29,00,00 36,OO.W 10.50,OO 12.50.00 4,OO.OO 
Awmp mte of d h u n t  per 

tent per mnum . . Re. . . 1 e l 0  1 0  3 0 1 4  O r  0 3 0  0 0 1 5  .? t I i 8 I Z  0 7 3 0 7 1 0  0  8 0 
Amount outatanding . . . . 30.W) . . 1 ,OO,OO . . 12,50.00 5,00,00 i,60.00 8,00,00 . . 

U ~ D  PMDVLWCS~ 
Amount off& fy tendor . . 
Amount tendered . . . .  

I Amonnt sold . . . .  
A- mte of dburU per 

ant per onnm Rr. 
 mount outatan-" . . 

Pmzm, 
Amount offered for tender . . . . . .  Amount tended 
Amount sold 
A-4 mtc of &a*; 

centpet annum .. Ib. 
Amount outstanding . . 



O
C

O
 
9
0
 

~
2
2
 F 

888 '6
 

.
.

.
.

.
 

S
g

8
 
-
S
 5 

m
 

2
%

 
5

%
 

.
-

a
 

.. 
- 

m
z

m
 

*?
q

 
w 

D
 

3
3
s
 

m
F

 

0
0
3
 

E
 

S
8

8
 

-8 
0
-
 0.0. 

.
.

.
.

.
 

%
%

%
 

: 
0

"
d

 
5

%
~

 
-3

 
. - 

. 
- 

-
4

-
 

P
 

w
 

- 
8
.2

8
 - 

.
.

.
.

.
 

.
.

.
.

.
 

%
S-S 

2 : 
- 

0
 

c
o
o
 
a
a
 

zss "2
 

XN
"8 

= 
a
 

.
.

.
.

.
 

&
G
o
-
 
, . 

.
.

.
.

.
 

8
8

%
 -

g
 

fq
 

.
.

 
5
:e

.y
 
zu) 

e
l=

-I 
g

a
', 

,$
 

s
w

 
. . 

- *I - 
a
 

..r 
m

e -- -a r 
a
 

3 0 
. 

. 
. 

. 
8q

8 
"
8

 
g

z8
 -q 

4
4

1
7

 
*
-
S
 

7
=

 .
-
-
 

Ic
y

)U
) &

 
?$$ ~a 

.
.

.
.

.
 

.
.

.
.

.
 

5 
g 

Z
E

T
f 

9
1

%
 

. 
. 

- C
(
 - 

4
-
c

.
 

. 
. 

C
u 

Cu 
4
 -- ,
-
 

r
r

r
 - 

3 
r
)
 

g
2

8
 
a
g
 

8
%

8
 -8 

u
 

liw
-d

 
.

.
.

.
.

 
.!?%

 
2

s
 

g$g 
.4q 

q
8

s
 

"
8

 
.

.
.

.
.

 
*IC

?
%

 
- 

g
g

 ",&
 

P
 

-, 
w

 
&

r;,,$
 -z

 
-. 

3 



End of 
March 

KII- 
dated 

lRl4 . .  . .  144.52 

1919 .. . . 143.24) 

1924 . .  . . 137.25 

9 . . . . 197.41 

1934 . . .. lM.60  

1039 .. .. 13n.46 
1WO . .  . . 139.93 

1841 .. ,. 148.52 

1942 .. . . 164.18 

1943 . . .. 245.50 

IBU .. . . 283.80 

1945 . . . . 284.03 

l a 6  (Preliminary) 984.04 

Pu. 
cent- 
oae of 
Toid. 

STATEMENT XXI 
PUBLIC DEBT OF INDIA SINCE 1913-14 

(Refereme paragraph (i1) 

(A) R u m  Debt 

Betwoon 
5 and 10 

years* 

- - 

20.44 

96.98 

.-XI. f 5 

ti7.83 

124.71 

113.75 

130.31 

68.76 

91.75 

85.36 

282.44 

222.75 

Prv-  
cefl1- 
age of 
Total 

- 
p ., 

20 .1  

9 . 2  

9 .  S 

17.6 

15 .6  

1 7 . 5  

7..3 

7 . 6  

6 .4  

18.0 

11.3 

Under 
15 yea.m 

- 
69.43 

OU.45 

(11.51 

59.22 

70.89 

49.35 

Qi3.05 

117.16 

112.80 

1S2.8H 

249.50 

321.59 

Poet 
Office 

Savings Per- 
B&I& cenl- 

Dewits  q e  qf 
and Canh Toktl 

Certifi- 
cates 

Other 
obligu- 
tiom* 

Per- Pcrcrtbl- 
cent- eqe in- 
ape of Total t!rtare(+) 
Tofu1 or de- 

crume(-) 

fi. 1 

G.0 

8 . 4  

11.1 

12.1 

11.0' 

12.1 

12 .4  

10.3 

8.3 

11.0 

7.2 

1 . 2  

hclude (1) tlie unclaimed hnlanc~o of old loam which have ceeeed to bear inten& from the date of diecharge, (2) h h r d  of epecial losna (the bulb: of tllh 
relates to endomcmta made by,t}le late King of Oudh for payment of pensions and stipend or for specific purpoeen of a digioue or charitable charwter, g w t e e d  
by Uovemmebt), (3) halanoas of &ate Provident Funds, Pension Funds. and other acwunt. mch as Oenerel Femilg Peneion Fund, the Hindu Family Annuity Fund, 
the Postal Innurenoe and Life Annuity Fund, etc.. and (4) the amount of T h - Y e a r  Interat-Pm Bonds and Five-Year Inte-t-Free Prize Bonda. 

t Includes Special Floating Loans. 1 Includes Pakistan's ahem of the liabilitim an on 14th ,4ugust, 1947. 
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. , 
( ~ e f k e n c e  paragraph 67) (III w or rupees) 

Amount 
Receipts He~Yrnenk Net receipts eutdandiry 

1917.18 . . . . . .  10.00 1.12 8.88 
1918-19 I 

8,aa 
1919-20 " " 

. . 
. . . .  

4,03 7.16 - 3,13 6,TS 
1920-21 
1921-22 " 1 ,m 2.41 - 1.41 4834 
1922-23 
1923-24 " " " 7.61 3,63 4,OH 8.42 
1924-26 . . . .  10ebcte , 1 6 , ~ ~  3,10 la aa t487 .... ............... .. .A* . . . e x  .*Li-. ~ ~ ~ ~ 2 ~ 1  a - r -  *z.z,pxz- .. 
1928-27 
1927-28 ' 

. . . . 13.61 3,88 9.73 3&70 
1928-29 . . . . . . 4,91 3.31 1.60 
1920-30 . . . . 7,115 4.45 2,70 . 

a 0  

1030-31 .. . . . a 11,78 8.36 3.43 
s,oo 

1931-32 . . . .  . . 14.49 6.16 
38843 

8.34 
1092-38 . . . . 16.74 4.68 11.06 

w 
56,(C( 

1838-34 . . . .  . . l 3.31 8.24 8.07 63,71 
1934-3.5 .. . . . . 9.95 7.70 2,26 66,W 
1935-36 .. . . . . 13,45 13,43 2 66,98 
1936.37 . . . . . . 14.88 16.46 - 1.68 
1937-88 . . . . . . 13.97 18,lO - 4,lH 

64#J 
60,a 

19311-39 . . . . . . 14,7l 16,3B - 64 6987 
1938-40 . . . . . . , .  10.25 12.80 . . , ,z.@$ , .- 
1MO-41 .. . . . . 4,HU L4,93 48,W 

$782 

1941-42 . . . . . ,  3.97 11,W - 7.97 
1M2-43 . . . . v B 3,76 8,20 - 4.44 
1943-44 . . . . . . 5. M) 6,43 7 

2:; 
1944-45 . . . . . . 5.4R 4,31 1.17 

=,a 
1946-40 . . ., . .  6,67 3.72 2,aa 

36.82 
M,76 

1946-47 . . 4,97 4,61 46 39,42 
1947-48 (&iimin&) 

ltrt April to 14th Augwt 1 ,OG 2.63 -1,47 ¶7,76 
15th August to 31at M ~ c h  3,05 - - .3,06 -3,OS 

t EgumI'for Burma ern included up to 1036-37. 

(B) POST OFFICE DEFENCE SAVINGS CERTIETCATEB t 
AoBOunt 

M ~ i p t a  ~up~y ,yrne~~te  Net mmipta - e m n d l n g  
1040-41 .. . . . . 2,41 12 2.29 
1W1-42 . . . a . . 2.81 75 2,06 
1M2-43 . . . . . . 2,02 8 1 1.21 

% 
6 3 6  

1943-44 . . . . . . 2,43 1.02 1.41 @,97 
1044-46 . . . .  . . . • 66 - 5.5 6.42 
1116546 .. . . . . . . 60 - 60 6,94 
1946-47 . . . . 74 - 74 6,18 
1947.48 (&I&nt&) 

1st April to  14th Au at . . 39 - 39 4,79 
16th Allgust to 3 l s t ~ a r c h  -1 39 - .-a -40 

t Ruplaoed by the Twalve-yuar National Saving8 Certilkutou from let. htober,  1943. 

(C) POST OWFICE NATIONAL SAVINGS CERL-FICATBS $ 
AMu? 

Roceipta Repsymunte Net m i p t a  eutrtrnd~ng 
1943-44 .. . . . . 8.60 1 8,615 
1944-46 . . . . . . 19.66 1 19.54 2a,l@ 

8,s 

1945-46 .. . . . .  23.21 10 23,11 6l.30 
1946-47 . . 21.76 2,44 l q 3 2  70,@4 
1047-&8 ( ~ ~ )  

1st April to 14th A 7.10 2,77 4.33 
16th A u p t  to 3 h E h  13.12 3,89 9.23 

74.M 
9.a 

$ I~lclnding Hydcrabsd S k t e  National ~avbgu  &rtifioeh from 1944-46 up to 14th August, 1047. 
- -  - - - - - 

Figurea from 16th Auguut, 1947 rub& to tire 1)ominion of W u t  only ; outstandings au on Slat March 
1948 do not include Lndia'a sham of the w l i o r  l i a b i l i ~ .  

. . . .  162 . . 
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STATEMENT XXlV 

(Reference paragraph 67) 
(In lakhs of rupees) 

Post Oillea CIIh M n e r  Sawinp National 88vlngt Post Oflice Iavlnp h h n w  Ikvlnp 
Clrti6catar Lrtificrtbl Certificabs* Bmk DoporL Bank DapollC TotJ - - 7- 7- 7-- Total Month4nd 

Month-end Month-end Xonth-end Month-end Monthgnd Rlcripb oubtand- 
Rsoeipts outebnd. Receiptr out&md- Receipts outcltand- Heoeipte outstand- Reoeipte oubtsnd- i n p  

1848-47 
inee inee ings ineg * 

April 
=Y 
June 
July 

&=be* 
October 
Xorembar 
Decemlmr 
J m w  
Februery 
M m h  

TW . . 4 , ~  3a842 . . 6,ic 21.70 70,sn a lp ,~  a top3 I,I~,UO 

1 M7-48 
~ p n l  .. 40 39.25 . . 5.11 1.55 71,32 8.84 1,46,11 . . 9.86 1o.n n,7om6r 
&Y . . 44 39.26 . . 5.03 1,38 71.88 9.12 1.47.36 . . 8.74 10,s 4,lf 37 
June . . $ 21 38.97 .. 3 4,Q6 1.31 71.80 ?,?I 1,48,13 . . 8,71 Sf3 4,?&57 
July • . 1 38,ll . . 4.85 1.93 74,26 7.96 I,46,2!2 . . 6.49 SmW 2,68#83 
A y u s t  

1 t a 1 4  .. , . . 37.76 . . 4.79 92 74.85 3,82 1,40,14 . . 6.03 4#74 %,6@,66 
7 

1 6 b a l  .., .. - 16 * - .. . 3 64 53 l891 36 .. - 3 6  s 30 
6eptember . . -. - 48 .. , - 8 1.61 1.88 6.23 1.29 .. - 9 9  
October . . .. - 89 .. s - 14 1.49 3,08 6.34 1.83 .. -1.56 

1,m 
NovsPlbar ..; . . - 1,29 . . b  - 19 1.49 $27 4.96 . . -2.00 

@ma s= 
2,M 

Dsosmber . . 1 . . - 1.74 ..I - 24 1,93 ' 6,73 6.14 2.76 . . - 2.39 
w 
a807 

2.83 
all 1 

Jm~ery . .. - 2,19 . . - 30 1,99 7.02 6.96 3.4') .. -2.74 7.0s 6818 
mwu~uy . . . .. -2,sO -1; - 35 1.83 ' 8.09 6.10 4194 . . - 2,97 
Xemb .. . . - 3.05 . . - 40 2,14 9.23 7.03 7.68 . . - 3.16 

NoU:-F@urse date to the Dominion of India only from 16th Auguet, 1947 ; outatandin e aw from that dab represent the bdaaoe of the Indian 
Dominion. only and do not include India's sham of the earlier linbilitioa Including Hyderabnd ha te  National 8evingn Certificaten up to 14th A-. 
1B47. (a) From 1st April to 14th Auguet. 1047. (b) From 16th Auguat 1947 to 31et March, 1948. 



LI STATEMENT XXV 
INDEX NUMBERS OF PRICES (MONTHLY) OF INDIAN SECURITIES (1927-28 = 100) 

(Source : Economic Adviser to the Government of India) 
(Referem par~srcuph 72) 

VarIIlbk Wold lndultrill (kcuritirr 
I A * 

Fixd Yield Cotton Jute Coal Imn md Tea Sugu Cement Paper Banking 
Awnlr  d Borrrnmonl lndurtrial (22 (20 (13 (3 (1 (2 (8 ~ 0 1 1 t n l  8-1 (3 (19 

Monthc kOuriL8 80Curiti08 ehrrrer) s b m )  eharse) sheres) shsm) sheres) share) aheres) b r a e )  lndtx 
183840' .. 111.4 131.1 U . 1  3 164.8 638.3 69.0 97.4 162.8 346.7 11@.( 110.6 
1W-41 .. 114.6 147.5 85.6 6 119.0 607.1 07.6 80.2 169.4 299.4 143.8 117.4 
1~1-1s .. 1 1 s . ~  I .  111.0 7 . 2  I S P . ~  604.3 17.7 107.2 i n . #  3m.s 133.3 1ns.o 
1 W 4  .. 116.0 144.8 W . 6  9 161.3 441.6 8 6  141.7 236.8 8 144.8 138.6 
l M S 4  .. 117.2 164.3 198.8 6 447.2 655.8 118.0 411.4 478.4 0 1m.8 182.1 
191146 .. 118.0 176.4 186.1 79.3 488.1 1 7 . 6  120.3 420.0 494.0 610.1 184.1 197.3 
1916-46 .. 118.6 187.0 189.0 fO0.S 356.4 5 . 1  131.8 216.3 287.6 688.2 217.6 PPO.8 
lW-47$ .. 120.4 187.8 267.1 133.3 408.8 787.2 170.6 436.6 343.4 888.1 280.7 368.6 
1 7  . 117.2 161.0 194.3 80.7 260.7 526.9 145.5 164.8 211.0 WS.3 444.8 191.9 
Ar r ry r  01 Wmkr 
~wt 1930. IN.  6 137.7 60.4 117.7 131.7 360.6 67.8 74.7 148.0 174.0 110.2 98.5 

1-47 
," April .. 119.8 103.8 261.2 128.6 424.1 777.0 148.4 236.3 317.7 867.0 262.8 458.8 

" ol Bf8y .. 119.4 106.9 264.7 125.0 419.1 708.8 161.0 242.0 317.0 869.8 281.6 467.3 
June .. 120.7 200.6 277.6 136.5 4 7 7  844.7 163.7 200.6 328.4 800.0 302.7 380.9 
July** . . 121 .O 202.8 200.0 155.1 409.8 881.6 178.0 268.1 331.1 984.0 313.0 303.8 
Auguett . . 122.8 204.0 314.1 163.0 601.4 943.0 187.4 203.6 341.3 1,101,0 315.8 314.9 
September . . l%l - 2  200.0 270.6 147.2 436.6 811.8 181.6 246.6 306.6 072.3 285.3 262.0 
Ootober . . 121.6 108.5 276.7 126.3 362.0 777.1 176.1 234.8 308.0 913.2 203.2 ZS.6 

t November . . U l . 6  198.4 268.4 134.3 401.6 773.7 171.3 232.3 302.7 ,801.4 283.7 464.6 
December . . I;%O. 7 197.6 261.0 120.3 377.0 747.6 172.7 223.3 286.1 834.0 264.0 262.6 
J~n.uary .. 110.7 106.4 266.8 180.7 376.4 7a8.6 177.7 222.5 284.7 830.1 201.4 266.3 
February .. 4 7 . 4  191.2 238.7 118.7 344.4 886.6 170.0 206.2 260.8 740.7 273.9 438.3 
MamhB .. 4' . . . . . . . . . . . . . . . . . . -. . . 

19174  
1 April . . 118.0 176.4 202.8 114.3 331.0 5 S . 8  160.6 200.0 220.8 732.1 228.8 417.7 

%Y .. 117.9 171.6 199.1 114.0 332.0 654.0 167.3 106.3 218.2 738.1 227.1 211.4 
4 June 169.0 202.0 88.2 200.9 553.1 146.0 177.0 917.4 611.3 230.8 100.3 -. 3::: 4 July . . 169.5 199.4' 5 283.7 602.7 144.2 160.0 220.6 508.0 231.3 187.8 
I A q p t  . . 137.3 160.7 101.8 87.0 262.4 M . 7  146.6 160.0 207.3 610.7 226.9 189.7 

Bsptember . . 117.4 109.3 186.7 87.8 230.8 W . 6  144.4 151.2 201.7 565.9 220.2 182.4 
, Ootober .. 117.3 168.0 187.7 86.2 208.2 488.2 140.8 142.7 204.9 545.4 216.0 178.5 

Navsmber .. 115.6 168.2 184.1 79.6 216.0 487.9 130.2 163.8 190.3 543.2 214.0 176.6 
Deoember . . 117.4 160.7 104.4 02.6 262.8 861.3 140.7 173.8 233.0 034.1 220.3 l M . 4  
Jsnusry .. 117.1 180.8 200.3 01.0 202.0 523.2 143.8 158.9 231.4 616.7 223.0 192.2 
February . . 116.8 100.4 193.7 82.0 238.3 606.4 142.4 151.0 210.4 673.3 216.4 111.7 
Merch .. 116.6 167.4 191.1 80.7 230.6 472.8 140.8 144.6 216.2 540.6 218.0 178.0 

Seven month  ended &ch, 1940 ** Average for three wemke ended 20th July, 1040. t For the week enW 10th August. 1946. 
e 2 Average of w ~ b .  1 Iadiom for March. 1Q47 were not ccwrrpilod cre the stock erohengm ramsined dosed for mcet of the M o d .  



STATEMENT XXVl 

~ ~ O N T H L Y  AND ANNUAL AVERAGE YIELDS : AND ANNUAL HIGHEST AND LOWEST  ICES (IS B O J ~ ~ A Y )  
or GOVERNMENT OF INDIA SECURITIES, 194748 

(Reference p r a v r q h  71) 
Monthly Average Yield, 1947.4B Annuel A m g e  1947-48 

Yield 
L o ~ r  I A 7 - I  

Higheat Loweat 
Apr. May June July Aug. &pt. Oct. h'ov. Dec. Jan. Feb. Mar, 1947.48 1946-47 Priae Yield Price Yield 

Rs. a. Re. 8. 

Undrr 6 yoan 
34% 1047-60. . . . . 0.92 1.37 1.38 1 .05 1-26 0 .88  0 .46 . . . . . . . . . . 1.05 1.36 101 8 0.77 100 0 8.50 

*% 1948-62 . . .. 1.68 1.60 1.60 1.73 1 .63 1.16 1.04 0 .65  0 .85  1.26 1.26 1.22,. 1.28 2.01 101 6 1 .34  100 4 1-13'. 

'3 % 1940-63 .. .. t . 0 8  1.84 1.80 1.71 1 .80 1.76 1.06 1.59 1-68 1.66 1.91 2.03 1.78 1.98 102 11 1.74 101 0 2.26 

* % 1 @ 5 0 - .  .. . Z . M  2.26 2.25 2.14 2.21 2.18 2.12 1.99 1.96 1.96 1.06 2 .03  2 .12  2.16 101 6 1.93 l ( l012 8-26 

a % 1951-64 .. .. 2.40 2.29 2.36 2.38 2.36 2 .26 2 .24 2 .23 4.21 2.24 2.25 2.31 2.20 2.27 103 1 2.86 101 12 3-48 
01 

I lk t r r tn  6 and 10 y u n  
8 %  1%53-55 .. .. 1.61 2.44 2.48 2.50 2 .52 2.47 2.47 2.47 2.46 2.47 6.49 2 .56  2.49 2 .42 103 5 2.42 101 12 2 .65  

24% 1054 .. .. . . 2 . 8 6  2.36 2.36 2 .39 2.# 2.44 2.45 $3.45 2.46 2.45 2.45 2.46 2.42 2.34 99 4 2.36 9 8 1 0  2.48 

1055-60 .. .. 2.48 2.51 2.55 2 ,56  2.64 2.53 2.62 2.61 2.48 2.48 2.47 2.47 2.61 2.30 116 4 2.67 113 4 2.54 
9 
8 % 1957 .. . . . .%.73 2.68 2.67 2.70 2.68 2.69 2.69 2 .6@ 2.67 2 .70 2.70 2.76 2 .70 8.62 103 1 2.66 101 2 2.86 

Wwwn 10 and 16 yoam 
@% 1960.61 .. ..- 2.?6 2.75 2.74 2.77 2.76 2.77 2.77 2.77 2 .74  8 .76 2.78 2.82 2.77 Z.66 102 12 2.79 101 2 1-88 

2 # % 1 9 6 0 . .  .. .. 3.73 2.73 2.78 2.74 2.76 2.76 2.78 2.76 2.72 2 .74 2 .79 2.82 2.76 2 .03  100 8 2.70 99 0 2-85 

4 %  1960-70 .. .. 2.74 2.78 2.76 2.75 2.75 2.73 2.73 2.73 2.71 2.71 2.72 2 .76  2.74 2.65 114 1 2-72 111 12 2-87 

2)% 1961 . . . . . . 2 . 6 1  2.63 2.66 2.70 2.72 2.72 2.72 2.72 2.69 i . 7 0  2.73 2.77 2.71 2.62 9 8 1 3  t .60  9 6 1 2  2.79 
1 

y% 1062t.. . . . . . . . . . . . . . . . . .. 2.75 2.74 2 .73 2.75 2.77 2.75 .. 100 4 2.73 00 0 2.83 

kt-n 15 and LO yoan 

3 % 1083-66 . . .. 2.81 4.80 2.81 2.84 2.86 2 ,85  2-64 2.83 2.83 2.86 2.90 2.93 2 .86 2.71 102 13 2.78 100 0 3.00 

3 % 1966-68 . . - .  2-04 2.84 2 .84 2.86 2.87 2.86 2.88 2.88 2 .86 2 .89 2.93 2 .96 2.88 2 .76  102 10 2.82 00 14 3-01 
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'I. INDUaTRIAb. 

Dominionof India . 

STATEMENT XXVlll 
CONTBOL OF CAPITAL ISSUES 

(FROM  ST APRIL, 1947 TO 3 1 s ~  MARCH, 1948)* 

(Reference paragraph 74) 

~mount' ' 
No. of Amount Xo. of wholly No. of Amount 
coppa- asked cornpa- or oompe- .eked 
M for Piem partially niw for 

ellawed 

(Initial . . 68 17.60 61 14.06 7 3.16 

Initial 
Outeide Dominion 

India 

II. AORICULTURAG 
Initial 

Dominion of India . . 
hit iel  

Outeids Dominion 
In& 

. . . .  Total Agricultural 

IU. FINLYC1.u- 
Initial 

' Dominion of India 

Outaida Dominion of 
India 

Total Finamid . . . .  

Long-nngo Lhrmrr 

' ~p~licationa ,f  consent^ 
'I 

Refmalo 

"1- 
No. of Amount N& of wholly No. of Amount 
compm- uked cow* or oompe. d w i l  

niea for ihba partiel& Pier for 
, sllowed 



IV. TRADE AND TRAN8PORT- 
Initial . . 30 

Dominion of Zndis . . 
Further.. 16 

. . . .  Initial 
h i &  Dominion of 

hdi8 FUrthl~ . . . .  
Total Trade md T ~ ~ p o r t  . . 48 

V. OTHER 8ERVICES- 
Xniti.1 . . 10 

Dominion of India . . 
{p..uI .. 4 

. . . .  Initial 
Outaide Dominion of . . . .  India Further 

M. TOTAL NON-LYDUSTRIAL- 
Initial . . 88 

Dominion of LPdi. 
C1 
en { 124 
b 

lnitid . . 4 
Outride Dominion of 

haio ( 3 k . k  .. 3 

. . . .  T o y  Non-Induafrial 218 

M. ORAND TOTAL (I~USTRIAL 
AND NON-IXiU8TAUL)- 

Initid .. 166 .. Daolinion oflndi. 
Fkthw . . 284 

Initial . . 22 

Further .. 10 
I !' 

ToW (From 17th May. 1948 to Slat Muoh,  
1947) . . . . . . . . . . .  6 ,  1 4,316 SO7.12 1,201 110.14 710 362.70 

Qnnd Total (Fmm 17th Mey, 1948 to 
31et Muoh. 1048) . . . . . .  6,026 63D.09 m 9  428.81 1,307 160.66 789 423.16 

Figurse prior to 16th Aqpat, 1047 rel* to undivided India. 



STATE 

lrnpwlrt Bank ot India Call M o n q  R.tr Buu Bill 
Hundl Rabt  * 7 

Bank Cdcutta Bombay Calcutta 
R a b *  - 

Higheat Low& High& Lawent Highest Lowest IIigfroat Lowest 

1031.a6 . . 3 3) 3 1 4 3) 4 8 6 
(3) up to Apr.-Nov. 1)eo.-Mar. Apr.-July F e b . - h .  April Elopt.-hhr. Apr.-.Tune Aug.-Nov. 

Nuvember) & Jan.-Mar. 

1036-37 . 3 3 3 t & 1) 4 tl 5 
Apr.-June J u l y - k .  Jan. 8ept.-Nw. 

1037-38 . . 3 3 3 t + 1 f 4 8 5 
Apr.- July, Aug. -Jan. April Aug. -Dm. Nov.-Mar. Apr.-apt. 
Feb.-Mar. 

1938-39 . . 3 3 1 24 t 2 t 4 8 6 
Jan.-) eb. July Jan.-Fob. July, b p t . ,  Apr.-June July-&. 

& Nov. 
1930-40 . . 3 W 3 2 4 2 f  4 7 A 

Nov.-Mar. Apr.-Oot. Apr.-X&y Aug.-Sq-~t. April Aag.-Yept. 

1940-41 . . 3 31 a f t 1 t t 7 G 
Apr . Jm.  Feb.-fir. Apr. & May & April Aug.-Mer. 

June July-Mar. 
lR41-42 . . 3 3 i A f 7 6 

Apr. & Xay-Dw., 
Jm. Fob.-Mar. 

1042-43 . . 3 3 1 t 7 6 

4 April 4 May-Mar. 4 7 6 

t 1 t 7 6 
Mer. ApQ-bLad 

t 2 f 10 6 
Aug.-Nov. July-Aug. Doc.-bfnc, Apr.-Nov. 

t + 10 9 
. . 

1st af 1917- 
April . . 3 3 4 t 9 to 10 
%Y .. a a t A Q to 10 
June .. S 3 4 i 0 to 10 
July . . 3 3 4 i 8 to 10 
Augumt .. a 3 t t 9 t o  10 
Eeptember . . 8 a t t 9 to 10 
Ootoher . . 3 3 i 4 9 to 10 
November . . 3 3 t h 9 to 10 
De0amb.r .. 3 3 4 t . - 9 to 10 
Jamuy .. 3 3 4 * B to 10 
Fobnrpry . . S S 4 & B to 10 
March .. 3 3 4 i 0 to 10 

* The rtandard mte a t  which the Rmeme Bank of India is prepared to buy or rerlismunt bilJn of exclmqo or 
Imperial Bunk diecounte firet clrra thrse months oommmial bib. $ R a t a  a t  whioh bills of a n d  trsdum tu-0 mpo~+A 



MEW XXIX 
INDU SINOE 1935-36 

paragraph 75) 

R h #  Avorego 
m T-urg 

Bombay Bill Rato 
Im -t 

per mnmm 

64 31 0.78 
Apr.-May, July-Dec. 
Jan.-Mar. 

fi f  6)  0.07 

0) 62 1.87 
J an.-Mar. Apr.-bug., 

Oh.-Nov. 
G i  6) 0.80 

Ja,a.-Mar. Apr. -Airg., 
(kt.-Nov. 

G i  4.) 0.72 
Jan.-Mar. Ang.-Oot. 

Dmpmtt R a m  
r L 

3 months 6 rnonthe 12 months - - 
Highset Lowest t2tigh& LO& Eigheet Loweet 

2 1 t 24 If 2 1 
January Aug.-Sept. Ueo . J~n .  Aug.-tbpt Dea.J.n A%.-&. 

24 1 2 t  1 2 
&pt.-Feb. JUDO 

1.) 
h p t .  Juno-July Ebpt. & Nov. 

Dm.-Msr. 
2*. 8 2) 1) 2 1) 

Apnl Bopt.-Mar. AprU Aug.-W. April Mey-Mar. 

6 t G 0.87 1) * If t 2 
April Aug.-Oct. 

1 i 
Apr.-May S+.-Oct. Apr . -by  8ept.-Oct., Apr.-May J-Mar. 

Deo.Jm. .-- 
0 4.) 0.00 1 * 14 1 

April May-Ocl. Apr.-Junu, July-Nov.. Apr.-June July--. 
14 I t  

Dm.-Jm. Fob.-Mar. 
44 0.49 $ f .) I# 1 

APT.-July, dug.-Oct. Apr.-%y, Jw-llopt .  A ay-ry-8.pt. O&.-Dao. Feb. k *. 
Nov.-fir. 0ot.-Mar. -. 

Gf 6) 0.40 1 4 1 4 + 1) 
( April-March) Jan.-Mer. Juno-Dm. Jan.-f ir .  June-Aug. Jan.-*. Apr . -h .  

7 4 6 )  0.42 I f  .) I# t If 14 
Jan.-Mar. Apr.-Ont. Feb.-Msr. A%-Sept. Jan.-*. July-Nov.. Apr.-Xar. Apr . Jue  

Maroh 
I .I i - 

0.45 12 i li t e 1 i 
Feb.-Mar. A%.-Feb. May-Aug., A%.-Nov. Feb.-Msr. Apr.-Feb. 

Feb.-ME?. 
48 

7) 0.43 + to 1 1 to 1f I* to 14 
74 0.43 f t o l  1  to If 14 to 1) 
7 4 0.42 t t o l  1 to 1* 14 to If 
7.) 0.44 1 to If 1) to If 
7.) . . 4 t o l  1 to 1) I* to l t  
7.) 0.38 i * +  * t o 1  I+ to If 
7 t  0.44 i * t f t o l  . 14 to If 
74 0.50 i t o f  ' I+ to 18 
7) 0.50 ) t o t  1 to If 1) to 1) 
74 0.60 + t o t  1 to  I f  1) to If 
7) 0.4g i to t 1 to If l i  to I f  
7) 0.53 1 to 1) it to 11 11 to 2 

other commercial paper eligible for urchaeo undor the Resmve Bsnk of India Aot. t The rrto et which the 
to hevo been diacounted by skrofle. &OIY) ere unoetckl quobtiona. 8 Am quoted by the b g e r  brnlra in Sombay. 





h'ovember 7 .. 
w 14 .. 
8, 21 . . 
,, 28 .. 

December 6 . . 
,# 12 . . 
,, lQ .. 
,, 26 .. 

Januery 2 . . 
8, 9 .. 
ss I6 .. 
,. 23 . . 
8. 30 .. 

February 6 . . 
13 .. 

,, 20 . . 
27 .. 

lbmh 6 .. 
I. la .. 
" lQ .. 
cs 26 . . 

Bigmen of their sin- 16th August, 1947 sn, ehown r k e t s  below the !s for India. urn 



STATEMENT XXXl 
CONSOLIDATED PO~I'MON OF SCHEDULED BANKS* (INDIA AND P ~ T A N )  SINUE 1937-38 

(Reference pacapql t  77) 
(In l a k h ~  of rupeee) 

No. of Ex- 
Re- Tota Ealmoee of (h) Total Total 

A m  porting Demand Pmmi- Time Bavinvinga Denurnd Cash with over oeab Pawnl- Ad- Bills Advances Penmat- 
of bank Liabili- age a j  Liabili. Depomtef ~d Reeerve the and a q  of ~ n a e s  Din- end age o j  

Friday a t  the  ties (6) b tiea Time Bank stetu- bsLanoes ( j )  to counted B i b  (n) to 
Figurea eodof (f) Lirbili- ( 0 . ~  with (f) Dir- 

period ties rmm- Reservo counted 
(I 

I mum Bank 

(4 cb) (4 (4 (a) (n (9) (h) (i) (i) (k1 (4 (ml (n) (0) 
1937-a8 . . 30 126.86 55.0 103.09 4 23486 6.37 24,57 11.78 30,94 13.40 108.16 6.00 114.16 19.46 
1938-39 . . 51 123.81 64.5 103,30 0 22T.11 6,38 16,88 7.62 22.26 9.80 111.34 4.80 11634 61.06 
1939-40.. 56 132.84 66.6 101.95 38,86 234969 6,73 17.30 8.63 24,03 10.24 121.47 497  126.44 58.90 
IN-0-41 . . 88 165.79 60.6 101,lO 37.68 256.95 7,95 3fl.09 26.28 44,04 17.14 117.70 3,69 121,39 47.24 
1 1  56 200.13 65.8 103,37 37,24 303.50 9,16 36.16 24.08 32.31 10.65 11432 4.84 120.16 39.59 
1842-43 . . 61 306.28 74.6 104,21 48,30 410.49 12.97 55.73 38.33 68.70 16.73 96.68 2.18 9?,86 33.83 
1943-44. .  76 460,83 76.2 142,78 611,03 699.41 20.67 83.63 37.99 84.20 14.05 166.14 6.69 181,73 86.98 
1Q44-45 . . 84 684,80 75.1 194,12 90,BS 778.93 27.31 89,25 56.90 ll0.60 14.98 22432 11.16 236.38 80.22 
1W5-46 . . 01 654,63 1.8 259.52 121.66 814.05 34.80 89.91 61,99 124.71 13.84 285.07 16.06 301.12 82.94 
1940-47 . . 06 728.54 69.2 323.11 133,04 1,04!&66 i I . l l  81.26 38.61 122.38 11.67 406.59 21,32 427,71 40.78 

cr 1047-48 . . 101 706,66: 67.8 343.89 149.71 1,060,M 39,92 100.81 66,80 140.73 13.40 427,64 16.82 444,36 CP.30 
$ (74,86)# (28.391% (10.38) (1-13 (4.29): (sQ,to)S (l.oo)t (40.4o)S 

April1047 96 680.69 66.1 34833 134.19 1,028;22 39.36 89,53 4453 128,88 12.52 463.13 20.11 473.24 45.98 
%Y ,, 96 067,77 65.6 310.61 196.81 1.017.28 37.98 100.84 80.46 138.82 13.65 432,bl 16,19 449.00 44.14 
June ., 96 66Q,Q4 65.8 W8.69 137,M 1,018,63 39.73 102,08 81.61 141.81 13.92 418,81 1435 431,66 42.38 

, 96 (173.71 66.3 342.93 138.14 1,016.84 40.29 93.86 53.32 134,16 13.20 411.57 16.18 427,76 42.07 
August ., 96 686,27 66.7 343.16 140,64 1,02%34 40.98 107.28 66,10 148,26 14.40 400.11 16.35 426,46 41.33 

( a . 1 8 ) ~  (39,25)7 (12,511 (104 17 (6,16)7 In (1 .29)~  (44.7917 
hpt .  , 97 6 9  86.9 345.67 14404 1.04& 40.26 116.38 *,SO JO66.64 14.99 8 15.63 417,9l 40.00 

(64.58) (38,66) (11.61) (1OSP) (4,5O) (4326) (1.181 (44,431 
Oct. ,&, 98 7OQ,O8 67.f 344.16 142.83 1.05w4 39,66 111.73 6q39 151,29 11.36 402,74 14,68 417,42 59.63 

4 (65.15) (31,161 (12,40) (06 1) (4.36) 1 ( ~ 2 7 )  (96) ( 3 ~ 2 )  
NOV. , 99 724,74 67.k 342.96 144.78 1.Mt70 40.19 101,27 68,11 141.46 1 . 5  4 8 1 6  421.88 19.11 

(73.791 (30,51) (14,221 (104.30) (4,62) (J7.W (94) (37.98) 
Dec. , 99 732.22 68.1 342,30 146.85 1,074.51 40,OS 109,Oo 65,s 149,08 13.87 413,Ol 18.15 431.18 40.18 

(79,811 (2739) ( 1  (10719) (3.89) 
Jan. 19(8 99 744.62 68.6 340.02 146.30 1.0 

(a.20) (1,061 (39,261 
40,76 05,M 51,Ol 136,80 12.53 447.07 18,95 466,02 42.97 

(83,871 (23,861 (11,39) (Qes46) (97) (40,421 
Feb. . 99 744,82 88.8 338,37 147,7tl 39,98 96.70 M.69 136,68 18.62 464.18 16,88 483.08 /4.59 

(80,831 (21.30) (1O97R) (102.B) (3,09) I 

March ,, ' 101 
(ss.89) (91) (40,801 

711,42 88.8 340,23 149,71 1.091,66 40,04 83.10 38.72 123.14 11-28 474,8l 17.70 492.67 46.12 
(81 ,w) (20.86) (1038) (101,80) (3.87) (39.16) (88) (40,06) 

Noh.-Fig- for B m a  havo been excluded. 
* F i r e s  of tsheir poeitiou in Pakintam since 15th August, 1047 am a h o m  within bracket0 below the consolidated Ggures for India and Pakieten. 
t For the purpow of Soctioa 42 af the Remrve Bank of India Aat, the Savings Bank D e p i t s  are classified into d e n m d  or time liabilities according to the 

rule8 of the various whedulod banb in mpect  of withdrawal of thewe depoeitu ; annual fi- ss at the end of Match a r ~ d  monthly figurc~ as at tho end of the month; 
w e n  for Pnkietan axoludu tho- for Lahore Centre. 

f Avorage frum 1.5th Auguet, 1047. 5 Figures not avaibbto. $ Average of h t  twb meeke. 
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1 STATEMENT XXXll J 

CONSOIJDATED POSITIOK OF SCHEDULED BANKS* (Ih'DIA AND PAKISTAN) SINCE 1937-38 
t 

Indlca (1838-38-100) i 

1 
I , (Reference paragraph 77) ,'i 

i Total ,, Belsnoar Excemof Total Total 
I DemMd with Advance 

Average of Demand Time andTime CMh Reserve over the BeLnces oj van- h Bilk and Bilb 
FriQy Figurer, Liabili- Linbili- Liabili- Bank Btstutory with (g) to (0) ft Die Din- 

tie8 . iiee tiw minimum R v e  :hunted counted 
Bank $- 

(a) (6) (4 (4 (4 U) @I (h) (i) :! (j) (k) 
1997-38 . . .. 102.5 w . 7  101.6 97.1 1.930.4 98.6 99.8 164.7 207.1 139.0 116.7 
108S3D .. .. 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 eJOO.O 100.0 
1958-40 .. . . 1 0 7 . 1  ~98 .7  103.3 105.5 108.9 113.3 108.0 104.6 109.1 ,108.0 109.1 
leU).4l . . . . 126.8 98.0 113.2 IPA.6 227.3 344.9 197.8 174.9 106.7 * 80.2 lm .7  
1941-42 . . . . Ml.6  lm.1  133.6 143.6 227.6 316.0 146.1 108.7 1 - $ ~ . W 0 3 . 6  

a 1942-43 . . . . 247.4 100.9 180.7 203.3 350.9 603.0 308.6 170.7 f 47.4 84.4 
1948-44 . . .. 368.8 188.2 263.9 322.4 400.7 498.6 378.3 1 4 . 4  140.2 , g 2 1 . 5  139.5 
1914-45 -. . . 472.3 187.9 ,343.0 428.1 562.0 746.7 526.6 162.7 201.4 ':2U.6 203.0 
1946-40 -. . . 628.7 261.2 402.5 645.6 666.2 682.3 660.2 139.Z 286.0 -8.9 269.7 
1-47. .  . . 6 8 6 . O  312.8 461.7 844.4 611.6 506.4 54S.7 119.1 386.0 
1W-48 . . . . 570.8 882.9 462.6 626.7 034.8 769.0 032.2 136.7 384.0 

1Q47 .. 549.8 3 616.8 563.8 636.8 127.8 407,O .. - -  639-4 g::: 447.9 596.3 636.0 7Q3.4 :;% 139.3 388.5 
J ~ u ,  ,, .. 641.1 448.6 622.7 642.8 808.6 6Sa1 142.0 374.4 ,, .. 544.1 447.6 891 .6 , ,  501.1 899.7 - -  --3 'Eli 453.2 042.3 675.6 867.6 

134.7 369.7 

h?:, .. 664.8 480.1 6 3 1 . 0 '  732.9 977.7 
-. 672-7 2 463.8 620.1 703.6 910.6 879~6 146.6 361.7 

h'member . . 686.4 . o  470.1 840.9 687.7 763.4 63&5 136.8 3M.6 
Dscsmber,, .. 591.4 -4  473.1 828.2 686.4 860.1 86&7 141.5 370.9 . . 601.3 - 2  477.1 6 8 8 . 9 1  698.5 669.4 6IV.l 187.8 401.5 .. 601.7 . 6  477.0 6 2 6 . 6 1  608.9 881.5 6I*.O 128.8 418.7 .O 416.6 .. 600.0 6 2 7 . 6 1  523.3 608.1 6 2  116.1 426.6 

Figurea of their businem in Pakintan have been includedJmm 16th August, 1847. 
r 



STATEMENT XXXlll 

(Reference paragraph 7 9 )  
(In lakhe of rupees) 

Bombay Celcutta Dell~i Kaopur Karachi Lahore Mdree TOW OLher 
Centmt 

t Ahmedebad, Amritnar, Calicut. Coimhtoro, L u ~ o w ,  Madurs, Mqalom. Sirnla, Nagpw, Haw~lpindi; 
(from April, 1941 to October, 1047) ; Patns (from April. 1943) ; AlloLabad (from OoLober, 1943) ; J,y~llpur (from 
September, 1944 to Saptember, 1H47) ; Dan(lolon, (from Octulur, 1W)l Jullundur City (from Fohruary, 1946) ; 

(from May, 1946); D e w  Dt~n Ifmm February, 1046); Alleppby (f- NMWhbr, 1fWO);~Rojkot (ffom Jmuarg, 
1047) ; Gaya (from Maroh. 1947); Yoons and New Uelhi (fwm August, 1047). 



Bt'lz' L 96'; r t9'1 I w'r r to't, I HG'L E'.": t; ~'t CI:.I; f tr't I lo'? 1 ti-I I I!I'CI 
z~t'm'L ELB'CH LBS'Sr gUt'l.'g I gC0'fP ;~jlS.liO 1 ocs't-i) 'I I Ctt'CG t!lCSfli 



STATEMENT XXXV 

(-4) REMITT.QNUES TRROCGH THE RESERVE BAKK OF INDIA 

Telegraphic Transfers issued and paid, 194748 
(Reference paragraph 80) 

(In lolzhe of n ~ p c a )  
194546 3 1946-47 

----.---- A -.----- 
1947-48: 

r. -. .-A---- .- .-. .- ,--A ----- 7 
April to Octohcr to April to October to -4pril to Ortohot to 

Centre Sep tomber bfomh Bcptcmber March September IVnroll 
7- ,-'-, - r-- & - 

Issued Paid Isswd Paid Jwued Ptud Ineued Peid Ivaued Paid lasued Paid 

Bombay . . 
C&lmltts . . 
Delhi . . 
Ksnpnr . . 
Karaoht . . 
Lohnrvr . . 
Madras . . - 

a 
Q. Total 502,88 454,57 

In addition, 
6@2,19 572.77 

telegraphic tranafors for 
404.8.4 568,44 428,67 605.66 438,31 

Rs. 50,000 wcre issued by tho Dscccl o h  during Mnmh, 

(B) REMITTANCES THROCGH THE IMPERIAL BANK OF INDIA, 1947-48* 

I 4 j; (Re f ~ e # c e  paragrap7a 80) ' 

To Offices in 

i r-'------ ---- I----- 

! 1846-48" 9 1845-47 
b A r >-- 1 

From Oflltts in J3ongai Baml.~my Madrap Tolal Ikngal Romt~ay Madras TOY 
Circle Cimlc C h l o  Circle 1 Circle Circle 

i I 
Baq.1 Cimle ;. 312,07 II5,4X 38.45 454.90 313,49 106,M, 16.67 U$ 

ii il 

(In lrrkhs of nlpem) 

-- ---- 7 
19474t 1. 

7 \ 
Renfnl Rombey Madms T W  
Circle Circle Circle . . 
324,36 121,68 18.21 48436 

Total . . 423,2@ 393,17 188,IP 1,004.95 454,BO 407.23 197.62 1,059.7B 444.75 147,6B 413,27 lnlO3,7O 

Tclogrephic T r a m f c r ~  paid, Mail Transfern ntreired, Drnfts pnid nr1(1 1)cmand Drafta purrl~cwod. t Prclirninary r i a .  



STATEMENT XXXV (Continued) 
(C) REMITTANOES EFPECTED BETWEEN THE RESER~E SANK OF INDIA AND THE 

IMPERW~ BANK OF INDIA AND TREASURY &ENCIES* 
(Reference paragraph 80) 

(Rnpees in lakha) 
HAW-YIEAB ENDED 30-9.1940 HAU-YISCR BXDLD 31-3-1949 HALF-YEAR E~DED 30.0-1947t 

A A r 9 f -, I * A 

lrrafta and 
Nail Tran@fors 

Tolcgraphic Drsfts and Telegraphic Drafte and 
1 ransferu Mail Trcm~ftwa Transfers Mail Transfers 

r&-&-- 
So. h u n t  No. .hourit ho. Amount 30. h o u n t  No. Amount No. Amount 

The General Pilblic . . . . . .  14,557 38,88 273,933 66.70 314,762 63.90 308.728 76,39 14,333 43,13 249,043 67.37 
8ehcd~lrd BlnkS : 
At F . . . . . . .. 10,075 392,N 2,841 32,48 10,58i 389,58 9,638 1 7  11.095 401.94 1.997 10,34 
At prwnium . . 6,000 36.63 16,738 18,08 7,161 67,26 20,425 21.40 6,668 54,88 18,191 25,22 

Approved ~on.schodui& ~ a ' r k s  Ad 
Indigenous Hankers (m~dor para. 3C 
of the ItemittancuFacilities Schemc). 460 1.41 4,945 6.17 500 2.10 3,768 3.06 299 1.20 3.102 2.79 

Go-opmmtivo Bank and M i a 8  : 
At par . . .. .. .. 66 1.38 417 3.53 79 1.53 370 3,14 119 3,29 404 4,20 
Atpremium.. .. .. .. 291 1.41 10.104 8,76 525 5,76 11.094 11.59 417 2,64 10,226 1 l . n  

I . o d  Funds at  e premium (under 
pem. 3E (i) ( f )  of the Remittance 
Facilities Schem) . . . . . , 8 3 3,486 32 5 5 4.166 43 6 1 1 2,866 26 

p Other remittances at psr . . . . 2,016 32.62 100,004 3 1,617 16.00 106.044 40,9G 1,484 1134 98,673 37,06 
w Gowrnmant : 

Intse-Provincial a t  par . . . . 1,141 2,71 135,410 38.07 707 1,83 163,654 54,53 2.757 6,Ol 116,820 24.32 
Extra-Provincial at  premium . . 88 1.68 10.631 4,32 90 80 17,171 4.49 654 60 10.907 3.66 

Totrl . . 33;104 600,OS 668,627 212,66 36,983 541,20 637,BSU 221,71 37,787 623,66 Slt,lP7 116 , s  
* Includes Bums up to 31et March, 1045. Pmhinary figures. 

$ 

STATEMENT XXXVl 
EKCA&MENT OF FOREIGN CIRULE NOTES, 1947-48 

1 (Refer= ~ m g r ~ h  81) 1, 
! - . -- - bY 

I - (In  rupee^) 
1 

Bombay -urn Dllhl* . Kmpur Kurthi Lahont Madm Tohl . . . .. . ~.n,sa,soo i,ia,oa.sao ),m,ra,aoo o,us,.rs,aoo . 2,81.48,760 2,4i,os,600 I S , M , ~ ~ , W  . . 33,69,12,750 L . . .  1.03.70.060 S.46,83,760 1,68,84.960 3,77,58,200 1,53,58,220 47,69,73,8LO . . 1,98,90,200 74.85.600 6U,62.450 .... 28.06.160 90,34,660 23,68,300 4,72,47,2SO 
.. 5,80,03.830 Ss.26,WO 52,71,160 30.19.200 1,34,34,260 22,31,760 &48#0,700 
.. 14,70.24,m 1,46,~3.750 ~.io,ri6,970 2.12.82.450 1,ii,bi),i50 ~9.94,860 28,01,63,170 . . 1 1, I D , O Z . ~ ~ O  B ~ , O S , ~ O O  33.04.15~ 46,21;%~50 05,0~.0oo ai.ii.200 .... 14,~8,49,660 . . 5.26,OGV 2,80,160 15,380 111,900 11,400 50.800 1,62,400 H ,34,050 
. . 67,32,60,P00 5,11,60,200 9,27,86,070 #,78,24,650 10,62,43,660 9;H ,37,860 5,12,21,220 11 8,07,23,WO . . 39,oqwoo c p s , ~ , ~ o  .... iu,os,es,3so s,so,awoo 2a2s,os,sno s,es,no,aoo i~4,47.7s,mo 
. . 18~75,14,400 6,18,76,860 .... 0,87,87,150 2,67,40,900 14,S0,87,610 4,33,87,3W 58.24,09,010 

From 1st Dooember. 1847 to 31et March, 1946. lncludos figures for Dolhi up to 30th November, 1947. 
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57. 81 

b i .  84 
G i .  84 
57. 84 

October 3 . . . . 
1, 10 . . . . 
~9 17 . . . . 
19 24 . . . . . 31 . . . . 

November 7 . . . . .. 14 .. . . 
.* 22 .. . . .. 28 . . . .  

December 5 . . . . .. 12 . . . .  
w .. 19 . . . . 
4 . .. . . . .  W 261 

Includmg Govemmont of India one rupee notos . 





':+~l '~*nlioy 1pg1 tuoq edv~a.%y mwqqwd JOJ eqaam 0.~1 I*UI JO BLZBJBAY +* 

'~~61 -3unSn.t' riJg1 nJu!s uegP!qad aoj sanlag Wrlpni~u~ + .sa!q!.ln.)at, ma1-1~orya pm qmn optqm~ 3 .raJoaa no, eeednr .sa.ueseU pun [wqd~,) . 



STATEMENT XL 

( Reference 

LlABfLlTlE8 - 
Noted4 TOW 

Notee hmld in UaUIMIa 
in the -at 

L'ircale- Umkhq NOTES 
tion Depart- TSS~ED)  

msnt orA#rtr 

1946-47 
April . . . . 1,335,18 
M8y . . . . 1.2.57.a5 
,Itme .. . . 1,241.97 
.TUIY . . . . 1,22fi,17 
Al1gi18t . . . . 1,214.41 
September . . L,198,35 
October . . . . 1,197,tM 
hrovember . . 1,201,38 
L)mmbar . . 1,%18,78 
J ~ n i l ~ t y  . . 1,230.80 
'Irebmary . . l,2:+4,52 
March . . . . 1.843,03 

1947-48 
April . . 
May . . 
Juno . . 
July .. 
August .. 
Soptomber 
Octohr . . 
November 
Documher 
Jmuery 
Februrrry 
March . . 

pnragruph 83) 
(h lukhs of' rupccsl 

ASbET8 

Cold 
Coin SturLing Rupco 
and Sermritiue Coin* 

Ddliont 

PerCe7d~rgp. */ 
Gold and 

Rupne Slerliq 
Semritiee SccuriCiur &J 

Totul hrolca 
I~aced  

Biguroe for Burma s h m  within br&b below totaln ; fig- for India only fmm Jimne, 1942. 
t Valued at tho ntatutory rete a€ Rs. 21.3- 10 per toln. , - 
Inolucting Uovernment of [ndia o m  mpoo  totu us fcwn July, 1940. 



STATEMENT XLI 

(Reference p ~ a g r a p h  83) 
(In lakhs of rupees) 

1944-43 1W-44 19444 
I C 

7 - t  3 
Sotes held Sotee held Notes held 

Total X'otes in tlie Notes in Total Sotee it1  the Notes in Total Notea, in tho Notes in 
Laat Friday Issued Banking Circulntion Issued Banking Circuletion l ~ s u o d  Banking Circulation 

Department Department Depnrtment 

April .. .. 
May .. . . 
Juuo . . . . 
July . . . . 
Auguet . . . . 

r Beptembor . . 
4 October . . . . 

November . . 
December . . 
January . . . . 
Februsry . . 
March . . . . 

April .. . . 
Xsy . . . . 
June . . . . 
July .. .. 
Auguet . . . . 
September . . 
Ootober . . . . 
November . . 
Dccanber . . 
Jmuery . . . . 
February . . 
hiarch . . . . 



STATEMENT XLll 

( Reference paragraph 89) 

Avarrp tor I yean 1914-18 to 1B1848 . 
1011-15 .. . . . . - - . .  
l!t15.16 . . . . . . . . . . 
1!118-17 . . . . . . . . . . 
1917-11 .. . a . . . . . . 
IUIH-I@ .. . . . . . . . . 
I ! -  . . .  . . . . . . 
1920-21 . . . . . . . . . . 
1911-02 . . . . . . a . a a 

1022.23 . . . . . . . . . . 
10'28-24 . . . . . . . . . . 
I!l2J.'ZT, . . . . . . . . . . 
1925.26 .. . . . . . . . . 
1926-27 . . . . . . . . . . 
li)27-2?1 . . a • . . . . . . 
I!V28-29 . . . . . . . . . . 
1920 . 30 . . . .  . . .. . . 
1930-31 . . . . . . . . . .  
1931-32 . . . .  . . . . . . 
! I : - : :  . .  . . . . . . 
1!t33-34 . . . . . . . . . . 
l!4:44-:35 . . . . . . . . . . 
1936-3(i . . . . . . . . . . 
I!f:{6-:17 . . . . . . . . . . 
1!137-38 . . . . . . . . . . 
I oae . j ! ~  . . . . . . . . . . 
1!1:3!)-44l . . . . a . . . . . 
1040-41 .. . . . . . . . . 
1941-42 .. . . . . a * . .  

1942.13 . . . . . . . . . . 
1!14:3-44 . . . . . . . . . . 
1014-45 . . . . . . . . . .  
lM6-46 . . . . . . . . . . 
1046-47 . . . . . . . . . . 
1W7-4X . . . .  . . . - . .  

S u l ~ l l  Coin Total 

+ $102 + 38. 82 
. . 19 - - 9 0  12. 
+ an -I 00~01 
. I- !)D + 48. 69 

. + I .  4 1  + 4 h m  
i 2. 112 I- 97. 22 

1 2.14 .. 42. 15 
-. 46 . 14.01 
.. 4 - 1.16 
+ 23 4 6  6. 

; 3.l + 9 2  15. 
-,- A!! I 6 3  1. 
' 23 - 6.78 

+ 11 .. 43. 06 
+ 40 + 6 7  6. 
i 41 i 9 8  
+ 14 .- 40. 37 
.- tin - 33.60 
-L 31 . 1. 21.38 
.. 11) . . 22.39 

4 . ti5 1 8 9  13. 
+ 48 - 3.05 

3-2 .. 4 9 3  
+ I. f i ~  -F raos 

f 87 - 13. 88 
+ 19 . 9.43 

+ 2. 21 4- H.74 
+ 4.28 -t 66.C 
+ 5. 06 + lsrlw 
+ 11. 0-1 .I 31B142 
+ 18.46 + 9 7  282. 
+ 19.20 4- 931.11 

-+- U. l)d . -. " 4.102~22 

t 8.91 .[ . 31111 
+ 1. I)H 4 . 53.97 

Note.-- Incli~des Hurmlr now up to 1WZ-43 and flgnma for Pakiatvu unrce 15th August . 1947 . 
Including Ouvernmamt of Indie one rupw notea sime July. I M O  . 
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STATEMENT XLVll 

CIRCULATION OF NOTES BY DENOMINATIONS SINCE 1913-14t 

(Reference paragraph 95) 
SOTES IN CIRmL4TIOS (in lalrhe of xupees) Petventage to Gtosa C. irctuhiion A of all trorc* e s c ~ p t  R& . 10. 000 

r A - r  ..--- 1 
Re . RP . RB . . HB . RY . .RB . . Rs . Rs . Re . R8 . R8 . a . Ra . Ha . RE . i t s  . RS . fib . 

Year ended (31st 31amh) 1 2 2-8 5 10 20 50 . 100 3 0 %  I, 1 2 2.8 .i 10 20 a0 100 590 1. o&j 
1914 . . . . . . . . . .  .. 1, 61 17. 73 8 1, 78 17.31 9, 17 .. . . .. 3.2 34.9 . 3 J.5 35.0 d . 2  18.0 .. . 1921 . . . . 2 51 0 53.67 3 3.84 47.23 3, 33 17.81 6.4 . . .  J 9 .5  33.9 .. 2.8  31.9 1 . 7  12.0 .. .. . . .  .. 1922 . . . . 9, 93 97 1.5.84 87.51 3 4.05 .%, 28 2.05 14. 88 6 . 2  ? 10.0 36.3 2.6 34.2 1 . 3  9 .3  

. .  .. . . .  . .  1623 . . . . 10, 88 13 18.27 50;71 2 3.76 3843 1 4  14, 41 6.7 1 10.0 34.7 2.3 36.4 1.0 8.61 
. .  . . . .  . . 1924 . . . . . . 11. 39 . . i 1.5.00 57.18 2 3. 12 69.41 1.62 12, 87 6 . 8  . .  9 . 3  33.4 0 9 7 j 

.. . . . . . .  . .  .. 1925 . . . . 4, 13 4 15.83 68. 5i 2 2. 61 03, 87 1.32 3 2 . 5  9.3 40.5 j j 7.7 5 7.7 
1926 . . . . . . .  72 .. 3 1.5, 66 76, RS 2 9.23 60.22 l .  19 13.20 . 4 .. . . 9.2 45.2' .. 1.3 36.4 . 7 7 . 8  
1927 . . . . .. 44 . .  2 lQ49 72.86 2 2, 15 0 0  I ,  3 . 3 . .  . .  9 . 9  43.7 . .  1.3  36.1 . 7 8.0 
1928 .. . . .. 39 . .  I 18, 91 56, 27 2 2, 00 63.07 1. 05 14. 90 . 2 .. . .  10.7 43.2 .. 1.2 66.7 . 6 8 . J  
1029 . . . . . .  36 . .  1 3 . 7  74.55 2 2.01 7 6  99 19. 69 . 2 .. . .  13.2 41.J . .  1 . 1  3b.S 8 7.0 
1930 .. . . . .  38 .. 1 20.97 69, 08 2 1, 60 58.88 64 10. i s  . f . . . .  12.9 42.6 . .  1.8 36.3 . 3 6.7 

g 1031 .. . . . .  34 .. I 14H2 64-20 2 1 3  Crl, SG i 7  10.76 . 2 .. . . ZZ.ii 42.4 . . 1.9  36.3 ..j 7 . j 
. .  . . . . .  .. . .  1932 . . . . 34 1 3 1  69.55 2 1, 51 63.07 79 11, H i  2 13.2 41.1 . 3 37.3 . 6 . 9  

1933 . . . . .. 33 .. I 10, 95 61. 83 2 1.48 57. 65 68 11. 63 . 2 . .  .. 13.0 40.3 . . . s 37.6 . 7 . 6  
1934 . .  . . . .  33 .. 1 21.53 65.41 f 1. 33 64.90 60 11.31 . 2 .. .. 12.9 40.2 .. . A  38.8 . 4 6.7 
1936 . . . .  .. 3% .. 1 3 67. SS 2 I. 26 W),!! 4 56 2 . ? . . . . 1.3.5 39.5 . . - 7  35.5 . 3 10.3  

\'em ended (31at Dec.) 
. .  . . . .  .. . 1936 . . . . 32 1 2.5, 111 00.31 1 1.34 H1.35 53 12. 84 - 2  15.0 40.3 . 7 1G.O . 3 7 . j . 

1936 .. . . .. 33 .. 1 91.71 77. 34 1 1.36 69!05 48 12, 11 . 2 . . . . 16.5 40.2 . . .. P 35.9 . 2 6.2 
1937 . .  . . . . 32 . . 1 32.46 76. 08 1 1.25 62, 44 45 11. 01 - 2  . . . . 1 1 . 3  . . . 1 34.0 . 2 8.0 
11138 . . . . . .  32 .. I 33.84 77.89 1 1.01 6% 81 37 10.51 . 2 . . . .  16.1 41.7 . .  . 4 33.8 . 2 5.6 

. . . . .  . .  1939 . . . . .  .. 32 . .  1 -83 D8. 29 1 92 7+57 3 1  13, 79 1 19.d 41.9 -1 32.1 . 3 5.9  b 

1040 .. . , .. 32 . .  I 44.03 97. 83 1 01 SO, 44 33 17.64 . I  .. . . 18.3 40.6 .. . i .33 . 4  . 1 7 .3  
1941 . .  . . .  . .  5% .. 1 6%'3 134. 89 J 51 113.13 3U 38. 10 . 1 .. .. 18.3 39.7 . .  2 3 . 3  . I  8 .8  
104'2* . . . . . .  32 .. 1 106.74 218. ? I  I 40 302, 82 52 .3, 07 .. . . . . 18.3 37.4 . . . I  34.8 . J 9.3 
1943*.. .. . .  33 6, 50 1 142.48 302. 93 1 57 291.54 (10 W.99 .. . I  . .  17.1  36.3 . . . .  3 4 . 9  . 1 10.9 

. .  . .  .. . . . . . .  1944* 32 9, 73 1 148.80 363.38 1 30 382, 51 32 100.93 I.$ 14.8 36.1 . .  YS.0 .. 10.1 
1945* . . . . I . . .  3% 14. 45 1 103, 87 425. 37 . .  5 4 26 11.7. 37 .. 1;B . .  12.5 35.3 . .  . . 41.2 . .  9 . p  .. . .  . .  . .  . .  . .  19-46, . . . . . . .  s:! 26, 4 2  1 ID;, 00 ~ 4 5 .  40 4 ~ & 7 1  3 1. 81 3.0 75.7 4.3.3 , 38.8 .I . 

. .  . .  . .  .. 1947* . . . . .  =33, 09 1 103, 10 557.70 1 i O l l  3 1. 15 2,  8 14.7 42.0 . .  $0-7 .. .I 
t Excluding (1) the Govonm~ent, of 111dicr.one lupco ~noke intmlucetl in July. 1940, \tvhir)l treated for tho p ~ ~ p 0 ~ @ 8  of the Ba~lk RS ~~upctl roin, alld (2) 

Re . 10, 000 noten (demonetised fmxn 12th January. 1946), wbiah were mainly ueeti by banka for meking large ntlil~ntinp pl.ylnmts . : Ue11 ~onntiwd fwln 12th 
January. 1045 . India noten only . 
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APPENDIX 

List o? Approved lon-Scheduled Banks and Indipnous Bankers Eligible 
for Goncesrional Rates of Remit~ncea under the Rowne Bank's &heme 

of Remittance Facilities. 

ift - w  A - -  
I. AgrictrItuml a11d Industrid h ~ l i  I.ttl., Coot~hp~u. .  
2. Amrit Bbnk IAtd., .btiritaar. 
3. .Q~~uc.istorl Hmk of Tripura I.ttl., C u ~ l g t ~ f i a r .  
I. Rtu~k of .21111dll Ltd., Aundl~. 
5. &ink of CiLizous I.td., Helgcrultl. 
ti. Hank of Cdcutta I~ td . ,  Cdcutta. 
7. Hank of ICararl 1+3.. Karad. 
8. h k  of Konbn Ltd., Trialvan. 
1). Lbnk of the 1Swt (1927) J.Ld., Gnuhati. 

10. HRII~IUY Bank I.td., Pal~vi\l. 
11. Bwoilly Hank L a . .  Uareilly. 
12. Buk~urn Bank Ltd., Belgaulrt. 
13. Hengal Bunk Ltd., Chlcuttu. 
14. Rhamt Banking Co., Ltd., Silohar. 
15. BLruat Illdnstrid Dank Ltd., Poous. 
llj. Rishnupar Bauk Ltd., Rishnupur. 
17. IWcl~tta Iudwtrial Bank Ltd.. (:alrtlttu. 
IS. ('ontral XIo~rantile Bsuk Ltii., Mong)~,vl.. 
1 9 .  c'h.$wltr 13mk Lld., I5arn111. 
21,. C!hotcwlugpur Bunkit~g Aw:iution I.td.. Hu~uiil~agl!. 

* - - - .  
21. City B~i i l l  Lid., Julltlndut. 
22. (b11111iol~inl Hsnk t u ~ d  Trllst LLcl., M a - .  
23. Colrunonwealth Uenk Irtd., Kurnbnko~larn. 
2'4 Dwa H e n k L t d . , C d c ~ ~ t h .  
23. Dlnajprir Trading and Bullking Co., Ltd., Uiliajp~~r. 
'26. Dindigul Bti ~ n i b p u r e m e ~ w m r i  Bunk Ltd.. Mdrea. 
27. I'h.stor11 Tnvler~ Btmk LM.. Udclttte. 
3s. Emturn Union Bank I.M., 1)act:s. 

29. Fdeml 13t~trk of lndiu (Punjah) J,Ld., Hmluii~~l~ru.. 
aU. Ipmntiel- Z J u k  I.td., Dora l s~na i l  Khan. 
31. &&ti l3anlt Ltd.. Gauhati, b m .  
:(2. Girish Hank LM., Caloutta. 
33. Uinlalyu Ikwrk I,td., Kangm. 



Him h U i o n  h k  Ltd., Xwrut. 
India's Ideal Zknking Corporstion LW.. Blurgalo~n. 
Indian National Bank Ltd., Culcl~ttn. 
Jaya Laxmi h k  LM., Mlu~galoln. 
Kapnatake Bank I.td.. Mangelom. 
Kotagiri Dank I~td.,  Kotngiri. 
Kulitalsi Bank LW., 'Prirl~inopoly. 
Laxmi Industrial Bmrk Ltd., Caleuttn. 
Lion Bwrk T.td.. Ibwalpindi. 
%fallcrrtrahtra Apex Bank Ltd., Uclipi. 
Mwcrrgudi Bunk Lttl., Mutrna~.fi.l:di. 
Meyewwan1 PmmenL Funtl I.td., Muyavara~ni - -%- .. --* -- 
Bfolarkodu J3ank I d ~ . ,  P a l ~ l ~ r t .  
Naini Tul Usnk Ltd., Saini Tal. 
National Henk of Sislkot Ltd., Amritmr. 
Natimial Ecunornin Bunk Lttl., (!irlcl~tta. 
Yinnwr Conlinn~riul Bank I.tJ., Calctrtta. 
Polhcld I!niol~ Bank I.W., Pollachi. 
Punjab and Kanl~mir Bunk Ltd., Llitll~itai~~~.. 
Rajnpdaiyaln Utn~inercial Hank LW., H$npnlaiyul~~. 
HRyolamums Rank Ltd., Rdlnry. 
b%lrulornr h n k  Ltd.. Lidhioau. .-- .. - 
Nulol~l Bank Ltd.. 6alnn1. 
fhqli Renk Ltd., 8angli. 
Satam S w d a h i  Co~~unmcial Cu.. Lttl.. Sabm (:if y. 
f3liiong J3a1lkiug Co~poratiurl Ltd., .Yl~illo~lg. 
Bind Natio~rd Bank I.td., I I y d u m t ~ d  (Sijrd). 
h n e r  Bengla Renk Ltd., C~lm~tte. 
Youthurn India d[wr Hank Ltd., Cdipt. 
Subwhen Buuk LM., Cdcutta. 
Bup~nrne Bank of lndiu Lttl., Belgaurl~. 
lurat Ikurlring I:orpomtio~~ J ~ f d . ,  BURL(. . - .- -- .c: - - 
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