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CHAPTER I 

MONETARY AND BANKJNG TRENDS ABROAD 

A business boom of unprecedented proportions occasioned by the rapid in- 
crease in fixed capital investment and consumer outlays marked economic deve- 
lopment in several countries in 1956. This naturally entailed a larger recourse 
to bank credit which added to  the pressure on available resources and led to  a rise 
in prices and cost of living; this, in turn, necessitated substantial wage increases. 
With a view to cutting down excessive demand, the policy of m o n e K i  and credit 
restraint, which in several countrieq had been reimposed in the preceding years, 
was carried a step further, with both-quantitative-and selective_.instmments of 
c_redit_control -being more vigorously pressed into service. In the United States 
ommerica, for example, Federal Reserve policy continued to be one of 'positive - -  - 
restraint,' -- while in the United Kingdom the 'credit squeeze' was reinforced by a 
still higher Bank-rateand fiscal controls,-and the reiteration of the directives issued 
in the previous year. Credit restraint was also reqorted to by the West German 
Republic, Belgium and the Netherlands among European countries, Canada, 
Australia and New Zealand among the Commonwealth countries, and Japan and 
some Latin American countries. 

2. In the U.S.A., the vigorous expansionary trend which had characterised 
the economy in 1955 continued over 1956 and output and employment 
touched new records. Alongside record levels of construction as well as 
equipment and plant expenditure, the growing volume of consumer 
spending and inljentory accumulztion further intensified the competitive bidding 
up of goods and services. The resuIting pressure of credit demands on 
the resources of banks compelled them to take increased recourse to borrowings 
from the Federal Reserve Banks. The prevailing tightness in the supply of funds 
also led to a steady rise in money market rates. ~ h e s e  trends in the economy 
were sought to be arrested by a further tightening of moneta-ry controls. Over 
the year, the monetary authorities relied mainly on increases in the discount rate 
of the Federal Reserve Banks which was raised in two stages (April and August) 
from a level of 2& per cent to  3 per cent. The raising of the discount rate resulted 
in a stiffening of the loan rates of the principal commercial banks, their prime 
loan rates rising from 34 per cent to 4 per cent. The use of the discount rate was 
supplemented b y  flexible open market operations. Though the expansionary 
trends in several sectors of the economy were maintained throughout the year, 
the effect was somewhat offset by a surplus in the Federal budget, on the one 
hand, and a considerable volume of sales of investments to the public by member 
banks, on the other. 

3. In the U.K., the reduction in bank credit and the slowing down in  per- 
sonal consumption achieved in 1955 were inadequate to hold inflationary pres- 
sures in check. Price levels continued to rise and demands for wage increases 
were mounting ; meanwhile the balance of payments for 1955 revealed a deficit 
of £79 million in current account and sterling remained depressed in the London 
exchange market. In  addition, bank liquidity Wac; growing, thus providing further 
inflationary potential at a time when the need for monetary restraint was over- 
riding. These deveIopments called for firmer actioq on the part of the authorities 
and, in February 1956, the Bank of England once again put up its discount rate 
by 1 per cent to 54 per cent-the highest level since 1932. To supplement this, 

C" .̂,..-- --. - 
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other diginflationary measures were instituted. Thus, the investment allowance 
to industry introduced in the 1954-55 budget was suspended, except for essential 
investment projects, while hire-purchase controls were tightened further by @sing 
minimum down-payments as well as by extending these restrictions to a wider 
rangc of goods. Other measures related to the reduction of consumer subsidies, 
the tightening of control on new issues of capital and the pruning of capital expen- 
diture in the public sector. The Chancellor of the Exchequer also announced 
that the long-term capital requirements of the nationalised industries would be met 
by the Treasury upto a specified maximum during the years 1956-57 and 1957-58. 
Under this scheme the nationalised concerns would in future rely on banks only 
for their working capital requirements, the latter being relieved of their commit- 
ments in regard to longsterm credit. Partly as a result of these measures and 
partly owing to seasonal influences bank deposits fell sharply in March. How- 
ever, as neither deposits nor advances of banks were affected by the tighter 
monetary policy, the Chancellor of the Exchequer once again resorted to 
the 'directives' method and in July the banks were exhorted to pursue the con- 
traction of credit more resolutely. Though in the third quarter of the year ad- 
vances declined sizeably by £. 11 5 million, the basic trend over the year was upward 
and bank advances rose over the year by E. 62 million. Moreover, a significant 
feature of the banking situation during 1956 was that the liquidity position of 
banks remained quite comfortable. Liquid assets, which at no time during the 
year constituted less than 33.1 per cent of deposits, rose to 37.4 per cent at the end 
of December. As a result, banks were not under pressure to unload on a massive 
scale their holdings of Government securities as they were in 1955. However, 
in other respects, monetary policy achieved satisfactory results. In the sphere of 
external finance, the current account deficit of 379 million in 1955 was converted 
into a surplus of £233 million in 1956. There was also evidence of a slackening 
in the tempo of investment outlay and consumption expenditure. Inventory 
accumulation slowed down and personal savings at 10 per cent of the disposable 
personal income were higher than in  any previous year since the war*. 

4. Other West European countries also pursued a policy of monetary ros- 
traint during most of the year. In the West German Republic, inflationary pres- 
sures stemmed from the persistent surplus in the balance of payments. Money 
supply recorded a sharp increase and rising wages tended to outstrip the rise in 
productivity. The Bank Deutscher Lander, therafore, raised its discount rate 
by 1 per cent to 4& per cent in March 1956 and again to  54 per cent in May 1956. 
Further, export bills were brought within the commercial banks' rediscount cei- 
lings a t  the CentralBank and the facilities afforded t o  banks in rediscounting their 
foreign bills and export drafts at  the official discount rates in force in the dcsti- 
national countries were withdrawn. As a result of these measures, there was a 
decline in short-term lendings to business and private customers between June and 
November 1956 of DM 550 million (net). Consequently, commercial bank in- 
debtedness to the Central Bank declined from a peak of DM 4,893 on 
March 31, 1956 to DM 1,973 million a t  the end of November 1956. The tight- 
ness of the money market was also much less than in most preceding years. It was 
in the context of these davelopments that tho discount ratc was reduced to 5 per 
cent in September 1956t. 

--- ---- - -.-.- .------- -- 
* On Fcbmary 7, 1957 thc flank rate wm reduced from 5 )  per cent to 5 per cent, . 
t The discount ratc was further reduced to 44 per cent with d e f t  from January 11, 1957. 



5. In Belgium too, inflationary pressures arose from conditions of over-full 
employment and the surplus in external payments. During the greater part of the 
year, the authorities rslied on fiscal and other admiaistrative measures to freeze 
wages and prices to keep down inflationary forces. In December 1956, the dis- 
count rate was put up by 4 per cent to 33 per cent. In the Netherlands, inflationary 
forces, which had reappeared towards the close of 1955, were aggravated by the rise 
in wages and salaries. This had resulted in a sizeable depletion of foreign exchange 
reserves since the second quarter of 1956. The monetary authorities, thtrefore, 
stepped up the discount rate in three stages (in February, August and October) 
from 2+ per cent to 39 per cent. The discount ratc action was further buttressed 
by open market operations to reduce the liquidity of the money market. Simul- 
taneoasly, the attention of the banks was drawn to the desirability of restraint in 
the provision of credit. These monetary measures were accompa~ied by certain 
fiscal controls including speeding up of corporate income-tax payments. Towards 
the close of the year, there was some reduction in the trade deficit and money 
supply also showed a decline of about 4 per cent over the year. In France, the 
domestic monetary situation was characterised by a rapid increase i~ money supply 
and a considerable growth in instalment credit. The chief disinflationary mea- 
sures undertaken by the authorities consisted of the tightening of restrictions on 
consumer credit and the raising of the security reserve requirements of commercial 
banks against their demand liabilities.* 

6. In the Scandinavian countries of Norway and Sweden, the anti-inflationary. 
measures adopted in 1955 were further strengthened as these measures had not 
restored balance in either their domestic economy or external payments. I n  Nor- 
way, commercial banks were required in December 1955 to keep credit totals 
during 1956 and 1957 at the 1955 level, to convert their government bond holdings 
maturing in 1956 and 1957into new issues and to invest in government securities 
all funds accruing from increase in deposits. As a result, they reduced cash credits 
in 1956 by NKr. 169 million. In Sweden, the Riksbank entered into an agree- 
ment with commercial banks in April under which the latter undertook to reduce 
their loan totals to a level 5 per cent below that of July 31, 1955. Following these 
measures there was kome improvement in the balance of payments. However, 
as wages and prices continued to rise, the Riksbank raised its discount rate from 
3g per cent to 4 per cent in November 1956. 

7. Among the Commonwealth countries also, there was a greater reliance 
by the authorities on ths monetary weapon to arrest inflationary forces. The 
Canadiait economy surged forward in 1956 and strained against the limits imposed 
by the available material and labour resources. The domestic boom was largely 
sustained by bank credit. Consequently, internal demand outstripped the growth 
of domestic production and the deficit in the balance of payments widened during 
the first half of 1956. These developments in the economy necessitated restrictive 
measures. In November 1955, the Bank of Canada came to an agreement with the 
chartered banks whereby the latter undertook to scrutinise carefully new credit 
applications, to  make no new commitments for term lending and to hold a secondary 
reserve of Treasury bills and call loans equal to 7 per cent of demand liabilities. 
However, the results of the informal agreements were felt to be inadequate and the 

- - 
* Tho French Bank ratc was raised in April 1957 from 3 per cent to 4 per cent, 



Bank of Canada raised itcz discount rate in three stages from 23 per cent to 34 per 
cent over the year. In November 1956 the authorities introduced an innovation 
in the operation of the discount rate. It was announced that thereafter the Bank 
rate would be fixed every Thursday at t per cent above the latest average tender 
rate for 91-day Treasury bills. 

8. In New Zealand, though the mechanism of the variable reserve ratios was 
operated with a view to avoiding undue pressure on bank reserves, the emphasis 
throughout the year was on restraint to prevent the emergence of excessive liquidity 
in the banking system giving rise to large-scale credit expansion. Thus, the reserve 
requirements in respect of demand and time liabilities were raised over the year 
from 26 per cent and 7h per cent in January to 34 per cent and 124 per cent, res- 
pectively in October. Further, early in the year, overdraft rates had been made 
more flexible through the elimination of the 4 per cent minimum and 5 per cent 
maximum limits previously in operation and an authorisation to banks to fix rates 
to individual customers at their discretion provided the average did not exceed 5 
per cent. In Australia, inflationary pressures persisted despite import restrictions 
imposed during 1955 resulting in a loss of foreign reserves. To correct the situa- 
tion, action was taken on the fiscal front by increases in indirect taxes such as 
excise and customs duties and in company tax. Simultaneously, the officially 
controlled interest rates were raised when the bank overdraft rate was allowed to  
move up from 5 per cent to an average of 54 per cent with a maximum of 6 per 
cent and that on fixed deposits by 1 per cent. 

9. Some Latin American countries also resorted to restrictive monetary 
measures. Thus, in Chile, the authorities introduced a sliding scale discount rate 
structure under which the maximum amount the banks might borrow at the basic 
rate of 4+ per cent was $xed at half their capital and reserves at  the end of 1955, 
borrowings beyond this limit entailing a higher rate rising upto 9 per cent. In  
Brazil, the authorities imposed supplementary reserves against increases in de- 
posits above the maximum amounts outstanding during the first half of 1956, 
in addition to the existing reserve ratios of 15 per cent and 10 per cent against sight 
and time deposits, respectively. 

10. Among Asian countries, Japan and Turkey continued the restrictive 
policies adopted in the preceding year. The Bank of Japan reduced by 50 per 
cent the ceilings for advances at the basic Bank rate of 7.30 per cent.* In Turkey, 
where Iarge-scaIe public investment, high agricultural price support and expanding 
bank credit gave rise to inflationary symptoms, the Central Bank raised its dis- 
count rate by I* per cent to 6 per cent. 

11. Here in India, the expansionary trend in the economy gathered further 
momentum under the impetus of the higher Plan outlay. For the banking system, 
the year was one of considerable stress and strain, as  the mounting demand o n  it 
for credit by trade and industry was not accompanied by a commensurate expan- 
sion in its resources. The situation was aggravated by the emergence of specula- 
tive tendencies in certain fields. The monetary authorities, therefore, pursued a 
policy of selective credit control to curtail speculative activities without a t  the 
saiiie'time affecting the flow ofkedi t  for genuine commercial and industrial nceds. ,. 
IndSc&piers~ that follow, the main trcnds in banking and credit are reviewed 
against the background of general sconomic conditions. . 

--- *-- i--- I.. I I -Y * The discount rate of the Bank of Japan was r a w  from 7.30 per ctat to 7.67 pcr mt h 
March 1957 and further to 8.30 per c a t  in May 1957, 
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CHAPTER II 

ECONOMIC A N D  BANKING DEVELOPMENTS I N  IPS6 

12. Economic activity in India during the year was characterised by infla- 
tionary pressures in contrast to the comparative monetary stability that prevailed 
in 1955. This was the result of the increase in both the magnitude and tempo 
of the developmental programme. The size of the budgetary deficit, the trends 
in the capital market and the record level of bank credit provided an indication that 
the volume of investment in both the public and the private sectors had risen sub- 
stantially. However, while the growing developmental activity led to  a large 
increase in the advances of banks, which rose to a record level during the 
year, this .- % - was not matched by a corresponding accretion to their deposit 
resources : the increase in currency circulation formed much the larger part 
of the increase in money supply which was itself restrained by the widening 
deficit in the balance of payments. This led to the emergence of a n  acute 
wancia1 stringency, analogous to the experience in 1951, not only during the 
busy season but also in the slack season ; consequently, money rates ruled 
throughout the year generally at higher levels, while borrowings of banks 
from the Reserve Bank assumed substantial proportions. 

13. A much larger turnover of banking business than in 1955 reflected in an 
almost continuous pressure on bank funds could more appropriately be explained 

in the context of changes in output of industry and growth of 
State of trade. The main factors making for the boom conditions were 
the Indian 
Economy. an expanding demand stemming from the large governmental 
1956 capital outlay and a high level of private investment. Industrial 

production rose further, its rate of increase being accelerated ; 
the general index of industrial production spurted from 122. i (base: 1951 = 100) 
in 1955 to 132.8 in 1956 showing a rise of 8.8 per cent as compared t o  8.1 per 
cent in the previous year ; many of the industrial targets of the First Five-Year 
Plan which ended in March 1956, were nearly achieved and in fact some were ex- 

/!cecded, as for example, in cotton tektil6madufactures among established indus 
j! tries and in-sewing machines among the new-industries. Over the year, the largest 
I' increase in production was recorded in the sugar, cement and engineering indus- 
' tries arising partly through fuller utilisntion of capacity and partly through addi- 

tions to existing capacity. With most industries operating at higher capacity levels, 
a shortage of raw materials was felt with growing intensity ; this was in part due 
to a fall in the production of certain agricultural commodities. The index of 
agricultural production (base : 1949-50= 100) at  113.7 during 1955-56 fell by 
2.4 per cent from the level of 116.4 attained during 1954-55, both foodgrains and 
non-foodgrains showing a decline of 2.7 per cent and 1.4 per cent, respectively. 
Foodgrains output, which had declined in 1954-55 to 66.6 million tons from the 
record level of 68.7 million tons in 1953-54, fell further t o  64.9 million tons in 
1955-56. However, rice output increased from 24.5 to  26.8 million tons and 
wheat production was only slightly less than in the preceding year, the decline in 
total production being accounted for by the fall in coarse grains output. Tho 
fall in the agricultural output during'the period provided a contrast to  t h e  general 
economic expansion and thus affected somewhat the rate of growth. 



14. Although aggregate output in the country increased, it was not enough 
to absorb the expanding home demand stemming largely from - the acceleration 
in the tempo of "investment in the public and private sectors.  fie general index' 
of wholesale prices (base : year ended August 1939=100) shot up from 373.4 
at  the end of December 1955 to 421.9 at the end of December 1956, showing a 
rise of 13.0 per cent in contrast to the relative price stability in the previous year. 
The uptrend in prices, which had commenced from the second half of 1955, per- 
sisted almost without break throughout 1956 despite various governmental mea- 
sures to restrain inflation. Tlius, the index number of prices of food articles and 
industrial raw materials, both of which felt the impact of investment, went up 
during the year by 19.7 per cent and 14.4 per cent, respectively, while prices of 
manufactured articles increased by only 3.6 per cent. The price changes, in turn, 
raised the all-India consumer price index for working class(year 1949= 100) from 98 
in December 1955 to 109 in December 1956. Although the developmental process 
under the Second Five-Year Plan wa3 expected to strain the economy somewhat 
in view of the provision therein for a greater magnitude of deficit finance and the 
larger stress on capital goods industries, the extent of the price rise in the first year 
was unexpectedly sharp. Government adopted a number of measures from time 
to time to i%iest<the-rise of prices-such as the release from Government stocks 
of rice and wheat through a chain of fair price shops established for the purpose, 
the ban on exports~ofotherfoodgrains in short supply and the bk1,ding up of buffef' 
s?Zck~-of fooiigrains. This last measure was facilitated by the conclusion of the 
ihdo-U. S. agreement fo; the supply of agricultural commodities over a period of 
three years valued a t  Rs. 172 crores. These measures were also supplemehted by . 
directives issued by the Reserve Bank to the scheduled banks restraining excessive 
lending against certain essential commodities such as foodgrains and cotton tex- 
tiles in which there was some evidence of speculative activity. 

15. With the rise in output, aggregate money supply with the public.naturally 
increased but the rise was smaller than that during the preceding year both in 
absolute and relative terms. Money supply with the public recorded an increase 
of Rs. 131.5 crores or 6 .4 per cent as compared to Rs. 215.0 crores or 1 1 .7  
per cent in 1955. Most of the rise in money supply was accounted for by currency 
with the public which increased by Rs. 99.5 crores as against Rs. 161.3 crores 
in the preceding year, the increase in the deposit component of money supply 
being only Rs. 32.0 crores which fell short of the previous,year's increase by about 
Rs. 21.7 crores. During the five years ended December I956 the rate of growth 
of deposit money has been smaller than that of the total money supply*; the 
currency component has, therefore, increased from 66.9 per cent in 1951 to 68.0 
per cent of the total money supply in 1956. This would seem to  suggest that a 
greater use of currency is made in the sectors which are gradually being monetized ; 
similarly, the accretion of incomes in favour of those not accustomed to the banking 
habit would also result in a larger share of the money supply increase taking the 
form of currency. The experience in the last few years would appear to provide 
evidence that both these influences have been at work. . 

. 16, During the year, the main factors contributing to an expansionary im- 
pact on money supply were the budget deficit and the credit expansion by the 

* Adjusted for seasonal variations. 



banking system against which must be partially set the contractionary influence 
of the large-scale deficit in the country's balance of payments. Although money 
supply over the year did not increase as much as in 1955,because of the last factor 
viz, sizeable external deficit, it expanded sharply by Rs. 249.9 crores during the 
1955-56 busy season, but was partially offset by the contraction of RE. 105.1 crores 
in the slack season that followed as against a contra-seasonal rise of RE. 10.1 
crores which occurred during the 1955 slack season. 

17. The impact of developmental activity was strikingly felt during the 
year on the country's balance of payments position. The surplus of Rs. 43 crores 
on current account in 1955 was converted into a big deficit of R3. 206 crores 
in 1956. This was mainly caused by the heavy imports of machinery, metals and 
other capital goods required for inveqtment in both the public and private sec- 
tors. While imports tended to increase at a rapid rate, the export performance 
was not as good as was expected. Though the fall in exports could largely be 
attributed to external factors such as the growing foreign competition and tight- 
ening of import controls in some of the foreign countries purchasing Indian pro- 
ducts, it was also to some extent due to increased domestic consumption of some 
of the exportable goods. Imports reached a level of about Rs. 980 crores which 
exceeded the 1955 total by Rs. 255 crores and exports came to Rs. 633 crorcs which 
showed a fall of Rs. 20 crores as compared to tho previous year. Consequently, 
over the year, foreign exchange reserves of the Reserve Bank declined by about 
Rs. 205 crores which affected adversely the rate of accretion to deposits of banks. 
Government, therefore, tightened its import policy towarde the end of the year 
by curtailing non-essential imports and at the same time took steps to promote 
expansion of exports. 

18. The increme in overall economic activity and its impact on the economy 
were also evidenced in the trends in the capital market during the year. The 
total amount of new issues by way of shares and debentures, viz., about Rs. 38 
crores, was about Rs. 20 crores higher than in 1955, reflecting the increasing rate 
of capital formation in the private. sector. The success of the new issues was 
mainly attributable to rising corporate profits and dividends which were facilitated 
by expanding-production a ~ d  higher prices. Despite all these favourable influ- 
ences, howevzr, the price index of variable dividend industrial securities declined 
over the year by about 11 per cent. Equity prices, which had reached a post- 
Kqrean peak level in November 1955, tended to fall in the beginning of the year, 
owing chiefly. to psychological factors arising from the nationalisation of life in- 
surance companies, apprehension regarding the tax proposals in the Budget for 
1956-57 and fears of limitation of profits and dividends. Consequently, the 
yield on variable dividend industrial securities steadily increased. The prices of 
shares recovered to  some extent around mid-year, but the trend was reversed 
early in September and the fall became pronounced towards the end of tho ~ 

year. This was partly a reaction to the supplementary tax proposals 
announced by the Union Finance Minister towards the end of Novem- 
ber which included, amongst others, the reintroduction of the capital gains tax 
and the enhancement of super-tax on dividends declared by companies. 

19, With the greater rate of investment in the economy, banking business as 
represented by advances and deposits was at a higher level than i n  1955. Bank 



advances rose to a record level, assisted largely by the accretion to deposits and 
borrowings from the Reserve Bank of India and to a 

Sourcer and Uses limited extent by the switch from other earning assets. As 
of Bank Funds a result, the banks' investment portfolio as well as cash showed 

some fall over the year. Since the rate at which advances 
increased outstripped the rate of growth of deposits, the liquidity position 
of banks remained taut throughout the year without being much influenced 
by seasonal factors. This meant a larger recourse on their part to borrowings 
from the Reserve Bank than in the preceding year. The scarcity of funds in the 
face of the accelerating demand for credit entailed a greater competition amongst 
the banks to attract deposits which raised the cost of funds in the money market. 
These developments are discussed in fuller detail below. ' 

20. While the total volume of banking transactions expanded during the 
year in response to  the growing developmental activity, the rise in bank credit was 

sharper than in bank deposits. Thus, the level of advances of all 
Trends in Bank scheduled banks, exclusive of money at call and short notice and 
Credit * due from banks in India, rose to Rs. 744.9 crores as at the end of 

December 1956, showing a rise of Rs. 151.3 crores or 25.5 per 
cent-the largest rise in any year since 1951. Apart from the larger volume of 
bank advances necessitated by increased imports, larger industrial output and 
investment and higher prices, the pressure on banks was sustained to some extent 
by the possible elongation of the term of such credit and some speculative trading. 
The greater part of the increase in credit (i.e., Rs. 114.8 crores) occurred prior t o  
April 1956 in response to seasonal factors ; the total seasonal expansion for the 
1955-56 busy season amounted to Rs. 160 crores as against the expansion of Rs. 95 
crores in the busy season of 1954-55-f. However, the pressure of credit demand 
on bank resources continued unabated despite the onset of the slack season. In 
fact, the amount of outstanding advances at the end of October 1956 remained 
at the end-April level of Rs. 71 6 crores. In the event, advances of banks formed 
a very high proportion of their deposit resources, unlike the experience in the pre- 
vious slack seasons. This was an indication, as mentioned in the earlier Report, 
of the broadening and growing diversification of the-1-ndian economy consequent 
upon the emergence of new industries with a non-agricultural base. In fact, *ad- 
.Eiancess"to ZstabliShed industries with an agricultural base,' such as  jute and 
sugar were still marked by seasonal variations. The fall in advances to these-in- 
dustries in the slack season was being more or less neutralised by t h e  rise 
in advances to other industries such as, iron and steel, engineering and 
chemicals which were immune to seasonal variations, although in 1956 an 
additional and by no means unimportant factor was the speculative use of bank 
credit for holding certain commodities. The sustained demand for bank credit 

* The datatmade use of in this section are based on the returns in Form XI11 relating to the 
assets and liabilities in India of banking companies, unless otherwise stated. 

f The busy season is deemed to cover the period from Novembcr to April and tho slack 
=ason from May to October. On the basis of bank credit only, the busy wason i n  195536 
would cover the: period from October 15,1955 to May I 1,1956, during which bank credit (based 
Dn the weekly returns submittcd by scheduled banks) rose by Rs. 180 crams, as against Rs. 11 3 
xores in the busy sewn of 1954-55 covcriag thc period from October 16,1954 to April 1, 1955, 
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in the year under review, without an adequate growth in deposits, led' 
the banking system to have larger recourse to the Reserve Bank. 
In the 1956-57 busy season, scheduled bank credit rose by Rs. 29 crores upto t h e  
end of December 1956 which was less than the increase during the corresponding 
period in 1955 by Rs. 9 crores. As the scheduled banks had to start from a high 
level of advances which constituted 69 per cent of their 'net' deposits a t  the close- 
of the slack season, their advances-deposits ratios were further stretched by the- 
end of the year. 

21. The growing importance of the secondary sector in the national economy 
was brought out by the fact that a larger portion of the increase in scheduled bank 
credit was 4a-irned by-industry ; consequently, industrial advances as a propor- 
tion ofiota1 advances increased to-38.5 per cent at  the end of 1956 from 
34.3 per cent at the end of 1955". This i i g i n  induftrial advances was mostly 
at the cost of commercial - -- -- -- advances, whose share in the total- declined by 2..6- 
points to 47.5 per cent ; the shares of other categories in total scK&duled bank 
credit also showed a fall. Within each group, however, there were some notable. 
variations. 

-. 
' 25. Security-wise, however, the volume of scheduled bank advances showed 

wide variations during the year, particularly in respect of foodgrains.? Thus, between 
December 1955 and April 1956, advances against paddy and rice increased from 
Rs. 8.1 crores to Rs. 26.3 crores ; the April-end level was about 134 per cent higher 
than in April 1955. Further,there were indications that in some centres bank finance 
was utilised by trade for withholding of stocks from the market. In these circums- 
tances and against the background of a 24 per cent increase in the price of rice in 
the first four months of the year, the _ Bank-issued _- - *on May" 17, 1956, .a directive- 
making it obligatory on all scheduled banks and two State-associated non-scheduled 
banks to restrict generally their advances against paddy a n d  rice and_to increase' 
iheir existing margins by ten per cent. The banks were also advised to endeavour 
to reduce their aggregate ' adirances against paddy and rice to a level which was 
not to be more than 25 per cent above that in the corresponding week of the pre- 
vious year. Demand-d"o"diiment&y bills* representing internal movement of the 
crop were subsequently exempted from the purview of the directive as it was not 
the intention to hinder such movement. Partly as a result of the implementation 
of the directive by banks and partly due to seasonal factors, advances against 
paddy and rice fell from Rs. 22.4 crores at  the end of May to Rs. 4.3 crores at  
the end of October or by 81 per cent as against a fall of 64 per cent in the cor- 
responding period of 1955. In view of the substantial decline in advances and in 
order to facilitate the transport and marketing of the new rice crop, the Bank 
withdrew its directive in November 1956. 

..rM - - - L  " .. . 
23. There was also a similar marked seasonal rise in bank credit against 

wheat, gram, other grains and pulses. Thus, from Rs. 7.1 crores in February 
1956 it went up  to Rs. 20.6 crores in June-the highest level for any month i n  the 
preceding 5 years and 79 per cent above the level in June 1955. Although during 
the next two months bank credit fell somewhat in conformity with the seasonal 
trend, the outstanding level at the end of August 1956 was 45 per cent higher than 

* Data based on tho Survey of Bank Advances. 
f Data based on the Fortnirthly SUNCY of Secured Advances. 
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in June 1955. The price index for wheat (year ended August 1939= loo), barring 
the seasonal easing in April and May, went up to 536 at the end of August o r  31 
per cent higher than a year before. In order to prevent possible adverse reactions on 
prices of the rising bank credit, the Bank issued on September 13, a directive regu- 
lating advances against wheat etc. and containing instructions identical with those 
in paddy a6d rice . Advances against cotton textiles also showed a 
marked expansion ; at the end of August 1956, they stood at Rs. 63.8 crores, which 
was Rs. 28.2 crores above the level in August 1955. The price of cotton manufac- 
tures also had risen somewhat. The Bank's directive in respect of cotton textiles 
issued on September 13 (excluding from its purview advances to cotton mills and 
against cottbxftexfilesiiieant for export and demand documentary bills) was appli- 
cable only to adv_a~~ , s~o__ thc  trad2 which was required to pay a ten per cent 
higher margin. 

1 .  24. This was not the first occasion when the Bank had recourse to selective 
.credit control, since the Bank had used the directive method for regulating the 

-?expansion of bank credit in 1943, .1944, 1947-, and 1950.-The earIier directives, how- 
. ever, with the exception of the one relating to raw jute (in respect of which advances 
.other than to mills and balers were recalled), contained only a general request 
.against excessive lending against the commodities. The prescription of higGr 
margins and efforts at regulation of the aggregate level of advances against the 

.specific commodities constituted the distinguishing features of the technique of 
selective credit control in 1956. The objective of the control was to restrain eK- 
pansion of credit to certain sectors of the economy during certain periods without 
-simultaneously affecting an increasing demand for productive credit. The indica- 
tions were that this selective control policy was reasonably successful. ' 

25. The severe financial stringency iri 1956 as represented by a rapid rate 
, .of credit expansion in conjunction with a slower rate of deposit formation should 

be viewed in a somewhat long-range setting for its proper appraisal. As observed 
in earlier Reports, the phase of scheduled banks' deposit expansion commenced 
from 1953, marking a distinct break with the preceding years, and continued at 
a steady rate until 1955, caused primarily by the budgetary deficit and the sur- 
plus in the balance of payments. Between 1951 and 1953, bank advances de- 
clined, but the trend was halted in 1954 and bank credit began to expand at a grow- 
ing pace commensurate with the rising rate of investment in the economy. The 
rate of deposit expansion, however, slowed down in the face of rising credit needs 
of the expanding economy. The cumulative effect of all these developments, 
which were somewhat imperceptible earlier, was experienced with great intensity 
in 1956 creating an acute financial stringency. 

26. Financial stringency is a common characteristic of a phase of economic 
boom when investment tends to outrun savings. I t  is essentially the: phenomenon 
-of a shortage of savings in the public and private sectors alike. In an underdeve- 
Ioped economy which has embarked on rapid development, the boom phase tends 
to be continuous, and financial stringency, which is its normal accompaniment is 
likely to  be more than temporary. In this situation, relief of financial stringency 
should rather be directed to the provision of credit for specific essential purposes, 
whiIe at the same time restraining excessive diversion of the limited supplies of 
credit for less essential, though more profitable, and, therefore, rnorc attractive 
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uses. In general, the Reserve Bank's credit policy during the year maj be des- 
cribed as a policy not of testriction, but one of controlled expansion. The Bank 
has sought to achieve :his objective-firstly through a raising of thepc_os of credit 
together with selective credit control and secondly though-some ---" liberalisation -,,,.- 

of facilities of %a* the Reserve Bank. 

27. The position in regard to the investment portfolio of scheduled banks. 
presented a contrast to that of bank advances, the total of bank investments falling 

over the year by Rs. 18.2 crores. As a result, the ratio of in- 
Investments vestments to their net deposits recorded a fall from 42.3 per cent 

to 37.5 per cent. This decline occurred when banks reduced 
their investment holdings to expand their advances to meet the greater credit de-- 
mands of trade and industry. The fall was entirely on account of government 
securities which declined by Rs. 18.6 crores during the year, despite a substantial 
increase of Rs. 28.3 crores between the end of June 1956 and September 1956, when 
new loans were floated by the Central and State Governments. The fall in invest- 
ments was particularly sharp in the case of exchange banks. The ratio of 
investments to net deposits of Indian scheduled banks declined more sharply than 
the corresponding ratio in respect of exchange banks because of an increase i n  the 
deposits of the former. The holdings of non-scheduled banks recorded an increase 
of Rs. 1.6 crores; however, as a proportion of their net deposits, they fell from 
44.8 per cent to 44.2 per cent. 

- - 
28. The distribution of investments by type of security* showed only minor 

variations ; investments of scheduled banks in Indian Government securities' coni 
tinued to form over 85 per cent of the total, though there occurred a shift in 
investments Jrom Central Government securities to State Government securiti&.* 
Thus, scheduled banks' holdings of Central Government securities declined from 
Rs. 345.0 crores to Rs. 312.9 crores, while those of State Government securi- 
ties rose from Rs. 50.9 crores to Rs. 65.9 crores. Investments in foreign securi- 
ties registered an increase of Rs. 5.3 crores to Rs. 26.4 crores of which Pakistan 
and Burmese securities amounted to about R< 9.0 crores and Rs. 7.0 crores, 
respectively. 

Investments of Scheduled Banks, December 1956t 

(Amount in crores of rupees) 
------------------------- -- 

December December 
1955 1956 - - - - - - _ - - -  .------------ 

I .  Government Securities ... . . . . . . . . . . . . 396.1 379.0 

Of which : 
( i )  Central Government. . . . . . . . . . . . .  . . 345.0 A 312.9 
(ii) State Governments . . . . . . .. . . . . 50.9 65 .9  
Iiii) Others-mainly postal . . . . . . . . . . . . 0.2 0.2 

2. Other domestic investments . . . . . . . . . . .. 36.3 37.0 
3. invecitmcnts in foreign securities . . . . . . . . . . .. 21.1 26.4 

. . . .  . . . .  Total.. 453.5 .442-4 
-_.l-qll - - 

* B m d  on Survey of 1 nvestments of Banks. 
t Relate to 84 banks in Dmmbcr 1955 and to 88 banks in December IYSA. 



29. The maturity classification of scheduled banks' investments in domestic 
.Government securities reveals a somewhat sharp increase in their holdings of se- 
cudties maturing after ten years as a result of their investment in the new loans 

*floated by the Central and State Governments in 1956. A decrease of Rs, 40.3 
crores in securities maturing within 10 years has been partially offset by an in- 
crease of Rs. 22.0 crores in securities maturing after 10 years. 

M a t u r i t y  Distr ibut ion of Scheduled Banks' Holdings of 
Domestic Government  Securities, December  1956 

(Amount in crores of rupees) 
__II______lX_C----__---------_- 

-- 
December 1955 December 1956 

Percent- Percent- 
Amount age to Amount age to 

total total -- 
Treasury Bills . . . . . . . . .. 10.0 2 . 5  -- - 

-Securities maturing : 

Within one ycar . . . . . . . . .. 0 .9  0 . 2  5 . 1  I .3 
Between 1 and 5 years . . . . . . . .  83.8 . 21.2  135.7 35.9 
Between 5 and 10 years . . . . . . . . 239.6 60.5 153.2 40.5 
Between 10 and 15 years . . . . . . .. 46.5 11.7 66.4 1 7 . 6  

*Over 15 years . . . . . . . . .. 15.3 3.9 17.4 . 4.6 

T o t a l  . . . . . . 396.1 100.0 377-8 100.0 ' 

30. A relatively smaller rise in deposits exerted pressure on the cash on 
band of scheduled banks together with their deposits with the Reserve Bank which 

fell from Rs. 100.2 crores to Rs. 90.5 crores between the4n.d-of ' 
. a h  December 1955 and the end of December 1956 ;-this indicated 
Liquidity Ratios that a part of the rise in advances was financed through drawing 

down of cash assets by-the banking system ; in consequence, the 
ratio of cash assets to net deposits fell from 10.3 per cent to 8.6 per cent and the 

-" -"- -_ , I * 
-excesss of cash reserve over the statutoryminimum was generally smaller during 
the year and at no time exceeded Rs. 23.1 crores. 

31. Consistent with a rising rate of investment financed by a greater recourse 
t o  'deficit financing, the deposits of all scheduled banks in India kept up their up- 

trend, though the rate of their expansion slowed down in 1956. 
'Trends in  
Deposits Thus, their net deposits increased by Rs. 76.8 crores as compared 

to Rs. 89.5 crores in 1955, the rate of deposit expansion going 
-down from 10.1 per cent to. 7.9 per cent. The factor tending to expand deposits 
was, 'in the main, the rapid growth in the rate of investment financed by budget 
*deficit and bank credit. On the other hand, as mentioned earlier, the widening 
.deficit in the balance of payments tended to restrict the growth of deposits through 
its impact on domestic money supply. Both time and demand deposits partici- 
pated in the increase, though the rise in the former was greater. Time deposits (net) 
increased by Rs. 45.2 crores, in contrast to  the rise of only Rs. 31.6 crores in 
demand deposits (net). This shift in favour of time deposits appeared to be a 
eontinuation of the trend since 1955,. when the rise in time deposits exceeded 

--'-A--F-*w * -- -. 
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the demand deposit expansion. The rising rate of growth of time deposits should 
be attributed not only t o  the steady growth in national income as.a result of the 
pIanned development, but also to the growing scarcity of bank funds being ex- 
perienced in recent years. It  was likely that a not insignificant proportion of time 
deposits might have comprised call money deposits subject to notice which in 

'effect were demand deposits with a relatively high rate of interest payable on them. 
In this sense, such a shift in favour of time deposits might be eonstrued as one of 
the important aspects of the present financial stringency. Demand deposits 
showed a mixed trend throughout the year and their expansion was .not so con- 
sistent as in the case of time deposits. - 

, 32. Net deposits of Indian scheduled banks recorded an increase of Rs. 88 
-crores in contrast to a fall of Rs. 1 1 crores in exchange banks' deposits. As in 1955, 
Gme deposits of Indian scheduled banks rose faster than their demand deposits. 
Consequently, the ratio of their time deposits to total net deposits increased further 
from 43 per cent in 1955 to 44 per cent in 1956. 

s .  

33. The Survey of Ownership of Deposits of scheduled banksason Decern- 
ber 31, 1956 showed a marked increase in deposits of individuals as well as of 
Government and quasi-Government bodies.** While business deposits drop- 
. ped by Rs. 14.9 crores, personal and Government (including quasi-Government) 
- deposits rose by Rs. 47.4 crores and Rs. 35.5 crores, respectively. As a result, 

their proportions to the total showed certain pronounced variations, that of busi- 
ness deposits falling from 35.5 per cent to 31.4 per cent, and those of personal 
. and Government (including quasi-Government) deposits rising from 44.3 per 
- cent and 7.6 per cent to 45.4 per cent and 10.4 per cent, respectively. 

Deposits o f  Scheduled Banks, ~ecembdr 1956* 

(Amount in ctores of rupee9 , 

Type of Deposits Period Business Personal Govern- others Total 
ment 

December 1955 260.1 125.6 39.4 72.0 497.0 
c *  

9 ' 
Demand . . ' -. . - ) .  . 

93 I956 255.9 127.7*. . 60.7, 77.9 522.2 

Y Y  1955 ' . -  140.8 .. 21.7t 162.5 
Savings . . .. { . .  , 1956 -, 158,4 . . 25.3t 183.'7 

Note : Figures in brackets are percentages to total. 
* Relate to 85 banks in December 1955 and to 87 banks i i ~ w m b e r  19S6. "~ 

t lncludc busin- deposits 
** The increaso in deposits of thclatter category b mdnly due to the changeincl~rcation. 



34. The data relating to the iegional distribution of deposits and advances 
of scheduled banks compiled on the basis of the reorganised States Showed that 
Bombay and West Bengal accounted for 54 per Cent of total deposits and 63' 
per .cedt ,of total advances of scheduled banks in the Indian Union. 
Betweon. December 1955 and December 1956 the largest hcrease in advances 
occurred in the Bombay State. 

35. According to provisional data relating to debits to deposit accounts. 
with scheduled banks' offices at centres with population of 1 lakh and over, the. 
total of debits to current accounts in 1956 (based on the data for the first ten 
months) was.5.9 per cent over the annual volume in 1955. The overall esti-- 
mated rate of turnover of current deposits for 1956 at 45.3 was somewhat higher- 
than the 1955 rate. , 

36. As compared to the rise in deposit liabilities of scheduled banks, the- 
increase in their paid-up capital and reserves which constituted their 'own' funds 
t , . was insignificant, Between end-December 1955 and end-Decem- -- x -- -*- . 

Capital ber 1956, paid-up capital and reserves of scheduled banks rose 
Reserves only by Rs. 1.5 crores, although their ratio to total net deposits- - I declined fractionally from 6.6 per cent to 6.2 per cent, mainly- 
owing to a relatively greater expansion in deposit resources. A large proportion 
of this rise in their 'own' resources was claimed by reserves, which increased by . 
Rs. 1 .1 crores. On the other hand, the paid-up capital and reserves of non- 
scheduled banks remained unchanged at Rs. 12.1 crores at the end of 1956- 
An increase of Rs. 4.6 crores in their net deposits, brought down the- 
ratio of paid-up capital and reserves to their net deposits to 16.6 per cent from 
17i8 per cent at the end of 1955, although, compared to that of scheduled-hanks,+ 
it continued to remain high. 

37. An increase of Rs. 40 lakhs in the paid-up capital of Indian schedul-- 
ed  banks, partly offset by a fall in their reserves, lowered the ratio of reserves tz 
paid-up capital from 86.2 per cent to 84.6 per cent. On the other hand, in res- 
qect of non-scheduled banks the corresponding ratio at the end of 1956 further. 
increased to 57.1 per cent from 53.2 per cent at the end of 1955. The reserves 
of Indian scheduled banks as a proportion of their 'own' funds comprising paid- 
up capital and reserves declined fractionally by 0.5 per cent to 45.8 per cent as 
against an increase of 1.7 per cent to 36.4 per cent in respect of non-scheduled 
banks. Taking the position of individual banks, it was found that onlyJ5-ortt of- 
426 reporting banks were without any reserves at  the end of 1956 as againstL5-out 
of 458 at the end of 1955. Of the 15 banks without reserves, only 2 were s c h e  
duled banks. The banks whose reserves either equalled or  exceeded their paid-. 
up capital numbered in a11 95 and constituted 22 per cent of the reporting banks ; 
of these, 24 were scheduled banks. The distribution of 'own' funds and deposits 
amongst banks of different sizes over a period of three years is given in the 
following table, which does not reveal any significant variation from year to year 
except in respect of deposits of very largesizcd banks. 
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s Paid-up Capital, Reserves and ~ e ~ d s i t r  of Indian Banks 

(Amount in crorps of rupees) - -- - 
Number of re- Total paid-up ' I -  

'Size of paid-up capital and porting banks capital and Deposits 
reserves reserves 1%: j 

1954 1955 1 9 3  954 1955 1956 ' 1954 1955 1956 
Dm. DIC. Ds. Dec. Qec. Dec. Die. D d  Dec. 

-__l_----ll--P- 

r .2 
1. Below Rs. 50,000 . . 36 32 16 0.1 0.1 .. 0.2 0.2 0.1 

a 

2. Rs. 50,000 to Rs. 1 lakh 111  102 99 10.8 0.7 0.7'*4.7 2.4 2.5 

3. Rs. 1 lakh to Rs. 5 lakhs 
fi.-ak 

190 191 178 23:9 3.9 3.6k18.4 19.4 20.7 
f c7 

.4. Rs. 5 lakhs to Rs. 50 lakhs I06 I04 10i 13.1 13.4 13.*,f~2.7 98.7 105.6 
I '  " I 

5. Rs. 50 lakhs and over . . 29 29 Q 54.8 54.9 55.$708.1 769.3 851.5 
5 

! ----- a' 

- 1 > 

Total 472 458 426 5 72-7 73.0 73.11812.0 889.9 980.4 

I ---------------- - . I-------- 

38. As observed earlier in this Chapter, scheduled banks had to rely heavily 
on the Reserve Bank to fill the gap between their resources and the main earning 

assets, i.e., advances. Even though the banks had drawn upon 

'Borrowings their cash assets and unloaded investments to meet the credit 
byscheduled demand, these steps proved inadequate. The total of outstand- 

iBanh from the ing borrowings under section 17(4)(a) and 17(4)(c) b y  scheduled Bank - banks in India increased by Rs. 56.3 crores over the year 1956 
- in contrast to  only Rs. 20.4 crores in 1955 and in  no week of the 

year did they fall below Rs. 27.5 crores. The gross borrowings at Rs. 904 crores 
were more than twice as much as in 1955 at RS. 425 crores. While a relatively 
-greater rise took place in gross borrowings against Government securities than 
under the Bill Market Scheme, the outstanding amount of borrowings under the 
latter at  the end of the year was much higher (Rs. 65 crores) )than those against 
.Government securities (Rs. 21 crores) in spite of the fact that the concessional 
rate a\ which -funds - were lent under this scheme %as ;raised in' t ~ d  ^ 

stages kromlper-,cent t o  34 per cent. This bears out cle'ailyi that 'the Bill ~ a r k e c  * 

Scheme has become a permanent and useful part. of the central banking 
mechanism. 

39: A larger recourse to the Reserve Bank's borrowing facilities bears out 
a greater degree of autonomy of the Indian money market. During the year, 
tho exchange banks availed themselves of the -borrowing facilities under the 
Bill Market Scheme in an increasing measure. The uptrend in the advances 
.under this scheme was not much affected even during the slack season; 



40. Despite th; prevalence of higher cost of borrowing in thk London money 
market consequent upon the adoption of a restrictive monetary policy in the U.K., 

exchange banks brought i n  about Rs. 18.4 crores during the- 
F ~ O W  of busy season of f955-56 (~ovember 1955-April 1956) as against 
Foreign. Funds. an outflow of Rs. 6.3 crores in the preceding busy season. This 

i n b w  accrued msnly through British banking institutions operat- 
ing chiefly in East Asia where they possessed funds surplus to their requirements 
and a part of which they diverted to 1ndia.in view of the hardening of interest 
rates. However, during the remaining months of 1956, the indebtedness of ex- 
change banks was reduced by Rs. 6.5 crores. 

41. .The acute.financia1 stringency experienced throughout 1956 was fully 
reflected in money rates which continued to rise. The highest call money rate 

i r 
charged by larger banks in the Bombay money market, which 

Trends in was a fair indication of the growing competition for funds amongst 
Money Market banks, was quoted at 33 per cent in December 1956 which ex- 

ceeded last year's highest by $ per cent. As in 1955, this rate. 
did not vary in response to seasonal influences to any significant extent. Thus, 
the rate which was 38 per cent in April declined only by 4 per cent during the 
slack season ; this might be , compared with the corresponding highest 
rate of 29 per cent a t  the end ofthe 1955 sIack season. In fact, except in the first 
two months of 1956, this rate never fell below 3) per cent. The money market 
situation in Calcutta was no different from that in Bombay and the call 
money rates charged by banks in that centre were generally higher than in 
Bonibay. Thus, ths-gghest- cdl -money rate, which rose to 44 per cent during 
the busy season of 1955-56 and again in November, fell only by 6 per cent in the 
slack season of 1956. The smallness of the variation in call money rates was evi- 
dence of the acute competition for funds by the banks to meet their commit- 
ments. . 

42. As a result of the rise In the call money rates, both in the Calcutta and 
Pornbay money markets, the difference between these rates and the long-term rate 
of interest as  represented by the average fiat yield on the 3 per cent Conversion 
Loan of 1946 narrowed down, thereby spotlighting the comparative unattractiveness 
of long-term securities. Thus, the average yield on long-term Government loans 
in 1956 was higher than the highest call money rate charged by larger banks in 
Bombay by only 0.18 per cent, while the highest call money rate in Calcutta ex- 
ceeded it by 0.32 per cent. 

s < 

43. The uptrend in the call money rates was but one aspect of the general 
rise in the structure of deposit rates. The scarcity of funds in  the money market 
induced commercial banks to attract fresh deposits by offering higher rates of 
interest. In consequence, the rates on fixed deposits of different duration stiffened, 
the highest rate on three months' deposits in Bombay rose from 3 per a n t  at the 
end of the 1955 slack season to 34 per cent in the busy season of 1955-66, and 
further to 4 pcr cent at the end of the year ; the highest rates at Bombay on 
Gmonths' and 12-months' deposits also increased to 4 per cent and 34 per cent, 



respectively, during the year. Similarly, in the Calcutta money market, the 
highest rate on 3-months' deposits which moved up to 24 per cent during the 
1955-56 busy season further rose to 3 per cent towards the end of the year. 
However, unlike call money rates, the level of deposit rates in Calcutta was gene- 
ally Iower than that in Bombay. 

44. The profit and loss accounts of 24 larger Indian scheduled banks (each 
with deposits of Rs. 5 crores and above) showed a marked increase in their gross 

earnings and net profit$. Gross earnings rose from Rs. 37.0 
crores to Rs. 43.7 crores, the bulk of the increase being on account 

Earnings 
and Expenses ' of interest and discount earned by banks. Total expenses re- 

corded a smaller increase, rising from Rs. 31.0 crores to Rs. 36.0 
crores, with the result that their ratio to gross earnings declined 

from 83.9 per cent to 82.4 per cent. The pressure on banks' resources was re- 
flected in a substantial increase in interest paid on deposits and borrowings which 
rose by Rs. 3 .1 crores as against RF. 1.2 crores in establishment expenses. How- 
ever, in view of the faster rise in gross earnings of banks, net profits rose significantly 
from Rs. 6.0 crores to Rs. 7 - 7  crores. 

Earnings and Expenses of Twenty-four Larger Indian scheduled Banks* 

(Amount in aores of rupees) - -- 
A s  percetrfage of 

gross earnings 

1. Gross earnings . . . . . . .. 37.0 43.7 
. . 

( i )  Interest and discount . . . . .. 28.1 32.7 *-.- .- 75.9 74.8 

(ii) Other earnings . . . . . . .. 8 . 9  11.0 24.1 25.2 

2. Total expenses : . . . . . . , . 31.0 36.0 83.9 82.4 

(i) Interest paid on deposits and borrowings . . 11 . 2  He 14.3 30.2 32.8 

( i i )  Establishment expenses . . . . .. 14.9 ..-_...- 16.1 40.4 36.8 

(iii) Other expenses . . .. . . .. 4.9 5.6 13.3 12.8 

3. Net Profits . . . . . . . . . . 6.0 7.7 16.1 17.6 

* The data for the State Baak of India include the figures for the (former) Imperial Bank 
of it ldia for the first half of 1955. 

* The figures for the State Bank of Hyderabad relate to the period October 1,1955 to Decem- 
ber 31, 1946. 



CHAPTER Ill 

BANKING ORGANISATION AND CONTROL 

45. The previous Chapter has described the manner in which the banking 
system responded to the increased demands made on it by trade and industry under 
the impact of the rising investment expenditure in the first year of the Second Five 
Year Plan. In the course of the year it also became clear that certain restrictive 
features in the system of note issue might hamper the implementation of the Plan. 
The targets of developmental expenditure in the public and private sectors and 
the magnitude of deficit financing envisaged in the Plan were expected to involve 
i a susbstantial increase'in the note issue and also a decline in India's foreign ex- 
change reserves..' I n  this context, it was, therefore, found necessary to modify 
th6"linfi between the note issue and foreign exchange reserves and impart flexibili- 
ty to currency expansion commensurate with the growing needs of the economy. 
Accordingly, the Reserve Bank of India Act was amended in September 1956 ; 
in addition, certain changes were made in the Banking Companies Act. 

46. The chief amendments to the Reserve Bank of India Act related to  
sections 33 and 37 of the Act relaxing the currency reserve provisions. As seo  

ti06 33 stood prior to the amendment, not less than two-fifths of 
Legislative the assets of the Issue Department of the Bank were required to be 
Changes held in gold coin, gold bullion or foreign securities, the value of 

gold coin and gold bullion not being below Rs. 40 crores. For 
this purpose,gold was valued at8.47512 grains of fine gold per rupee or Rs. 21-3-10 
per tola. Under the new provision, in lieu of a ratio between reserves and note 
circulation, a minimum of reserves in gold and foreign exchange in absolute -- terms 
has been prescribed. 

47. The principle of linking foreign exchange reserves to note issue is in  
one sense a relic of the past and many countries have modified it in the last two 
decades. So long as the gold standard or other variants of the system operated, 
it was necessary for central banks and Governments to hold gold and foreign 
exchange reserves in a certain proportion related to the note issue. In recent times 
it is being increasingly recognised that the main purpose of foreign exchange re- 
serves is to enable a country to meet temporary deficits in its balance of payments. 
The size of gold and foreign exchange reserves is now determined in relation to 
the range of variations in the external payments position rather than in relation 
to the note issue. In  fact, countries such as Canada, New Zealand, Aus- 
tralia, Israel, Ceylon and Philippines have not prescribed any requirement in the 
form of gold or foreign exchange against the issue of currency. Other countries 
maintaining a system of proportionate reserve ratio have had t o  change their pro- 
visions often. The trend bas, therefore, been to attach less importance to  the 
safeguards provided by the reserves against note issue, but to  emphasise the 
over-all responsibility of Government for the maintenance of internal and ex- 
ternal stability of the value of the currency through appropriate econonuc, fiscal 
and monetary policies. The amendment to the Reserve Bank of India Act does. 
not go as far as what other countties have done in  this regard. According to the 
amendment, there is to be a minimum resew of Rs. 400 crores in foreign securities 
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and a minimum reserve of gold coin or bullion of the value of Rs. 115 crores, or 
in all a total value of Rs. 515 crores. A provision has also been made for re- 
valuing the gold on the basis of the official parity agreed to by the International 
Monetary Fund namely, at the rate of 2.88 grains of fine gold per rupee or 
Rs. 62.50 per tola. As a result of this amendment, the valuo of gold held b y  the 
Reserve Bankjncreased from Rs. 40 crores to a little over Rs. 115 crores. 

1 .  ./ 

48.' section 37 of the Reserve Bank of India Act, as it stood before, pro- $ :,vided r suspension of assets requirements in regard to gold coin, gold bullion 
;and foreign securities, subject to payment of tax to the Government at  prescribed 
$rates, the minimum rate being 6 per cent per annum. It was considered tbat the 
penalty"c1ause found necessary when the Reserve Bank was owned by private 
shareholders might now bc of nominal significance in view of its being a nationalised 
institution and in view of the annual transfer of the net profits of the Bank to the 
Government. In order to meet unforeseen contingencies, the new provision 
enables the Bank to suspend the assets requirement, with the previous sanction 
of the Central Government, for a period of six months in the first instance which 
might be extended from time to time but not exceeding three months at a time ; 
it thus provides for a longer period than previously, when the provision could be 
suspended initially only for 30 days with extensions from time to time not exceed- 
ing 15 days each. As now amended, the suspension is suqect to a maximum 
deficiency of foreign securities amounting to Rs. 100 crores ; in other words, the 
holding of foreign securities should at no time be less than Rs. 300 crores. 

\----XI"- .---I '._ _ *  * 

. 49. Along with this provision imparting flexibility to the note issue, the Bank 
has been endowed with greater powers to deal with the consequence of deficit 
financing by restraining t h e  creation of uncontrolled credit by the commercial 
banks. This has been done by empowering the Bank to vary the minimum reserve 
required to be maintained with it by the scheduled banks, between 5' and 20 
~jer cent in respect of their demaiid liabilities and between 2 and 8 per"c<nt in r e z  ' 
pect of their time liabilities as against the fixed ratios, namely 5 per cent and 2 
per cent, respectively, prior to the amendment. In addition, to facilitate 
the flexible operation of the system, the Bank has been empowered to require 
scheduled banks to maintain with it additional cash reserves computed with re- 
ference to the excess of demand.and timeliabilities over the level of such liabilities 
on a date to be specified by the Bank. This, however, is subject to the condition 
that the overall cash reserves required to be maintained with the Reserve Bank 
by a scheduled bank shall not be more than 20 per cent of its demand liabilities 
and 8 per cent of its time liabilities. The object of this provision is to ensure 
equity in that the impact of any change in reserve requirements will be mainly 
on banks which have experienced a relatively substantial rise in deposits. The 
Bank has not had occasion so far'to exercise its powers i n  regard to the varying 
of reserve ratios against deposit liabilities. . .  

- 50. In addition to these general powers of control, the Bank has recently 
been vested with additional supervisory powers over the commercial banking 
system. The administration of the Banking Companies Act, 1949 had brou&t 
to light certain loopholes in the law in dealing with managerial irregularities of *+ 



banking companies ; particularly, the powers of the Bank, in respect of the 
of appointment of directors, managing directors and chief executive officers and 
the issue of directives to banking companies in relation to matters of policy, were 
found to be inadequate. Apart from these, the restrictions On voting rights of 
shareholders imposed by section 12 of the Act did not apply to banks which had 
been incorporated before January 15, 1937, which were numerically quite signi- 
ficant. It was with a view to obviating these defects that the Act was amended 
in December 1956 and the amendments were brought into force with effect from 
January ---- 14, 195_7,, The amendments mainly related to sections 12, 16, 35 and 36 
of the Act. The amendments to sections 12 and 16 of the Act are aimed at the 
prevention of misuse of voting rights through the concentration of shares in the 
hands of a fow. The cxemption granted under section 12 of the Act to share- 
holders of banks incorporated prior to January 15, 1937, from the restrictions on 
the exercise of their voting rights has now been withdrawn. Section 16 of the 
principal Act prohibited the director of any banking company from being a director 
of mother bank ; the latest amendment makes the provisions still more restrictive 
by stipulating that no banking company shall have a director who is also a director 
of companies, which among themselves are entitled to exercise voting rights in 
excess of 20 per cent of the total voting rights of all its shareholders. Under the 
new sections 35A and 35B inserted in the principal Act, the Reserve Bank has 
been empowered to issue directives to banks in regard to matters of policy or  
administration in the national interest or in the interests of the institutions them- 
selves, and to approve of the appointment or re-appointment of managing direc- 
tors, as well as managers or chief executive officers and also to regulate the terms 

;of appointment of these officials. Section 36 of the Act, as amended, authorises 
'the Reserve Bank of India to appoint observers on the board of directors of banks 
to report on the conduct of their affairs. By the insertion of a new section, 46A, 
employees of banks have been made "public servants" for the purpose of 
Chapter IX of the Indian Penal Code so that action c"d'u1d be taken whenever they 
take illegal gratification. It would thus be seen that the control which may be 
exercised by the Reserve Bank over commercial banks is comprehensive and wide 
enough to ensure high standards in their methods of operations. 

51. An important legislative and organisational measure during 1956 was 
the enactment of the State Bank of Hyderabad Act, 1956 (which replaced the 

State Bank of Hyderabad Ordinance, 1956), by which the owner- 
Taking ship of and the control over the State Bank of Hyderabad were 
over of 
the State vested in the Reserve Bank of India. This step was taken to 
Bank of overcome difficulties arising from the disintegration of the 
Hyderabad erstwhile Hyderabad State on November 1, 1956. The H y d e i  

rabad State Bank was constituted under the Hyderabad State 
Bank Act (No. XIX of 1350 Fasli) with 51 per cent of the bank's share capital 
being held by the Government of Hyderabad and the rest by private shareholders. 
The bank was functioning as the agent of the Reserve Bank for conducting govern- 
ment business (both Central and State) in the former Hyderabad State and main- 
tained in its branches chests of the Issue Department of the Reserve Bmk. Since 
the officesof the HyderabadStateBank doing agency work would have becn distri- 
buted over the three States, namely, Andhra Pradesh, Bombay aad Mysore on the 
reorganisation of States, it was decided to  transfer the ownership af theTbank 
to the l'hserve Bank SO that the functions of the State Government of H~deg-;~b~d 



would devolve on one single authority which would keep effective supervision 
over the affairs of the bank. In pursuance of section 42 of the Act the Reserve 
Bank with prior approval of the Central Government framed general regulations 
of the bank to give effect to the provisions of the Act. 

52. Certain other changes were effected in the Banking Companies Act, 
1949 as a consequence of the passing of other Acts like the Reserve Bank of India 
(Amendment) Act, 1956, the Jammu and Kashmir (Extension of Laws) Act, 1956, 
and the State Bank of Hyderabad Act, 1956. Thus, a slight modification of 
section 24 of the Banking Companies Act was necessitated by the amendment of 
section 42 of the Reserve Bank of India Act, 1934. The Jammu and Kashmir 
(Extension of Laws) Act, 1956, which came into force on November 1, 1956, ex- 
tended the Banking Companies Act, 1949 to the State of Jamrnu and Kashmir 
from that date. The amendments made to the Banking Companies Act, 1949 
by the State Bank of Hyderabad Act had the effect of making certain provisions 
of the former Act applicable to the State Bank of Hyderabad. 

53. The State Bank has been taking increasing interest in rural credit. It has 
decided to make advances to co-operative banks against Government securities 

a$ also against the repledge of produce subject to certain condi- 
The State Bank tions, at a concessional rate of interest and to give co-operative 
and Rural Credit central financing agencies including their apex banks the facility of 

free remittance once a week from their headquarters to  district 
towns and smaller places. The bank has also decided to collect bills a t  
a concessional rate on behalf of co-operative banks on centres having 
no branch of a State or district co-operative bank. In order to ensure 
disbursement of funds in the most useful and efficient manner, steps 
were taken to avoid competition between the State Bank and the co-operative 
banks. As in the sphere of short-term credit, the bank has also begun 
to provide indirect assistance in regard to long-term finance for agriculture 
through the agency of land mortgage banks. This assistance would be given 
mainly in two ways ; firstly, the bank would subscribe to the debentures of the 

: land mortgage banks and secondly, it would ensure their marketability by granting 
advances to co-operative institutions against .the security of such debentures. 
Further, to maintain closer understanding between the State Bank and co-opera- 
tive banks; the former has approved of the appointment, as a general rule, of its 
agents at the district headquarters as ex-officio directors of the district central 
co-operative banks concerned. 

54. The State Bank of India, which is required under section 16 (5) ofthe 
State Bank of India Act to open not less than 400 branches within a period of 
Progress Achieved 5 years or such extended period as the Central Government 
by the State Bank may specify in this behalf, has made further progress 
in  Branch Expan- in that direction. In terms of the above provision of the Act, the 
sion Government of India in consultation with the Reserve Bank and 
the State Bank have so far specified 183 centres for opening branches covering 
mostly district treasuries and relatively more important sub-treasury centres. Fur- 
ther, when the State Bank ofIndia wasinaugurated, it took over the remaining list 
of 51 centres from the expansion programme of the former Imperial Bank of India 



under which it had agreed to open 114 branches within a period of 5 years begin- 
ning from July 1, 1951. During the year under review the bank opened 
branches at 46 centres, thus bringing the total number of branches opened since 
its inception to 66 which comprised 31 from the list of 183 centres approved by 
the Government under section 16 (5) of the Act, and 35 from the list of 51 centres 
left over by the former Imperial Bank of India. 

55. It was mentioned in last year's Report that the State Bank of India 
had taken up the question of evolving a co-ordinated scheme of extending 
The State Bank credit to small-scale industries and that a beginning was 
and Finance for made through the drawing up of a pilot scheme for certain selected 
small-Scale centres in the three circles of the bank. The State Bank of India, 
Industries in collaboration with other institutional agencies, has since then 
instituted this scheme at 9 selected centres (3 in each of the three circles of the 
bank), viz. Bombay; Surat, Kolhapur (~ombay  Circle), Delhi, Ludhiana, Agra 
(Bengal Circle), Madras, Vijayawada and Coimbatore (Madras Circle). Although 
this project is as yet experimental in nature, it is expected that the ideas embodied 
in it would, in course of time, help to evolve a co-ordinated institutional arrange- 
ment for purveying finance in substantial measure to srnall-scale industries. 

56. It  was observed in last year's Report that the Reserve Bank of India 
Act was amended in order to provide for the setting up of the National Agricul- 

tural Credit (Long-term Operations) Fund and the National 
tmp'ementation Agricultural Credit (Stabilization) Fund, so that the Reserve of the Recom- 
msndatlonsof the Bank would be able to play a more significant part in the sphere 
All-India Rural of rural credit. Accordingly, the National Agricultural Credit 

Survey (Long-term Operations) Fund was created on February 3, 1956 Committee 
with an initial contribution of Rs. 10 crores, another contribution 

of Rs. '5 crores being made on June 30, 1956. The details regarding the terms 
and conditions governing the assistance from this Fund to the State Governments 
have also been finalised. A beginning in this direction was made when loans 
to a few State governments were sanctioned during the year towards their parti- 
cipation in the share capital of co-operative credit institutions ; the amount sanc- 
tioned upto December 31, 1956 aggregated Rs. 1.37 crores. The National 
Agricultural Credit (Stabilization) Fund was formed on June 30, 1956 with an 
initial contribution of Rs. 1 crore. 

/ 

57. As a part of the Second Five Year Plan, schemes for co-operative deve- 
lopment in the States were formulated on the basic principles governing the Inte- 
grated Scheme outlined by the All India Rural Credit Survey Committee. The 
total outlay on co-operation including warehousing and marketing un&r the 
Second Plan has been estimated to be around Rs. 47 crores. Another important 
recommendation of the Rural Credit Survey Committee relating to the forma- 
tion of a National Co-operative Development and Warehousing Board and its 
auxiliaries was translated into action through the enactment of the Agricultural 
Produce (~evelopment and Warehousing) Corporations Act. The Act came 
into effect from August 1, 1956 and the National Co-operative Development 
and Warehousing Board was accordingly constituted on September 1, 1956. 



58. In pursuance of one of the recommendations of the Shroff Committee, 
the facility of free _-remittance available to scheduled banks and co-operative 

banks once a- week from the agencies of the Reserve Bank 
'Implementation to the accounts which they maintain with the Reserve Bank of the Recom- 

of had been extended to twice a week from November 1, 1955. 
the Shroff Corn- From October 1, 1956, this facility was further increased to 
mittee thrice a week. 

59. Another important organisational step was taken when the Reserve 
Bank, of India was appointed banker to the Rajasthan Government from 

November 1, 1956. The execution of the agreement marked 
Agreement 
between the 

the culmination of a process which started in 1952 for the inte- 
Reserve Bankof gration of the treasury and banking arrangements in the erstwhile 
India and the Part B States with the rest of the country in pursuance of the 
G ~ v m m e n t  of scheme of federal financial integration. Certain transitional 
Rajasthan provisions were made in the agreement so as to ensure that there 
was no dislocation in the existing arrangements. Subject to these conditions, 
the Reserve Bank is to conduct, on behalf of the Rajasthan Government, their 
money and banking transactions, be in charge of their remittance and exchange 
transactions and undertake other banking functions including the grant of advan- 
ces whenever the need arises in accordance with the prescribed procedure. The 
existing arrangements which the State Government has entered into with the Bank 
of Bikaner, the Bank of Jaipur, the Bank of Rajasthan and one or  two other banks 
for the conduct of treasury work at certain centres are not affected by the new agree- 
ment, although these arrangements will be subject to review from time t o  time. 
The State Bank as an agent of the Reserve Bank is permitted to conduct Govern- 
ment cash business a t  Ajmer, Beawar, Alwar and Jodhpur. The branches of 
the State Bank at these centres, being provided with currency chests of the Issue 
Department of the Reserve Bank, offer facilities for remittance of funds and ex- 
change of currency and coins to banks and the public in that area. , 

60. In the erstwhile Part B States two more currency chests were established, 
one each in Mysore and Travancore-Cochin, taking the total number of currency 
chests established in the former Part B States, since the appointment of the Re- 
serve Bank as banker to the State Governments, to 55. Of' these, 26 are i n  Hyde- 
rabad, 15 in Mysore, 8 in Travancore-Cochin, 5 in Saurashtra and 1 in Madhya 
Bharat. 

61. It was stated in the Report for the year 1954 that under the 
auspices of the Reserve Bank of India a Bankers' Training College was established 

in September 1954 for imparting practical training to the super- 

Training 
visory staff of the commercial banks in the country. So far 12 

Facilities for courses of training, each of 8 weeks duration, have been corn- 
Supervisory pleted and 281 candidater in all, deputed by commercial banks 
2:aB - of different sizes from all parts of the country have received train- 

ing in  the college and there is evidence that the facilities afforded 
by the collcgc are being increasingly appreciated by banks. 
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62. -1t "asstated -in.. last year's-Report that :& three-member Commission 
to investigate the special problems of banks in thmormer State of Travancore- 

Cochin was appointed by the Government of India. The 
The Tramhre- CO-ission submitted its Report to the Government of India 
Cochln Banking in August 1956 and the Report has been published recently. The 
Inquiry Com- 
mission Government of India has announced its decision on the 

Commission's recommendations relating to pay scales of bank 
employees in that State. Necessary action is being taken by the Government on 
the other recommendations of the Commission. 

63. The Commission made a comprehensive inquiry -into the nature, role 
and operations of banks in the Travancore-Cochin State (now a part of Kerala 
State). The Commission observes that, although there are a large number of 
banks in the Travancore-Cochin State, as a result of a high degree of monetisa- 
tion of the economy of the State, the growth of banking has not been generally 
healthy and sound. Many of the troubles of banks in the State are largely the 
result of the_lackof.requisite care-and prudence insheir management practices. 
An important finding of the Commission, among others, is that the fbancial 
infirmities are not necessarily confined only to small-sized banks, but they cut 
across all the banks operating in the State irrespective of their size. The Com- 
mission, however, has ruled. out radical measures like a wholesale and compre- 
hensive reconstruction programme as, in its opinion, such a reconstruction scheme 
bould not only involve needless expenditure, but is also one which is generally 
resorted to only when credit facilities are severely affected. The Commission believes 
that the elimination of weak banks, many of which are in medium and small-sized 
groups, would not have any deleterious effect on the economy as a few large-sized 
banks account for about 80 per cent of banking business in the State ; on the 
contrary, it would impart a healthy tone to the banking system. In the case of 
large-sized banks which are financially weak, the Commission has recommended 
that the Reserve Bank of India should advise them to improve their position, as is 
done at present, before resorting to any extreme step which would lead to their 
closure. The Commission has also suggested that the banks should explore on 
their own the possibilities of amalgamation, wherever feasible, in all earnestness. 

T 

64. As regards pay scales of the bank employees of the Award hanks in thc 
State, the Commission has broadly recommended the withdrawal of the exemp- 
tion in respect of Area IV granted by the Gajendragadkar Commission to certain 
'C' and 'D' class banks in the State.* The Government of India generally accept- 
ed the  recommendation^ 

pel 

65. During the year under review, the total number of offices of banks 
rose by 107 to 4,192 as at the end of 1956t. This is the largest increase in the --. I - __ 

post-war period and reflects thkYii~Ga??ng+~~~-~f-b~~nch ex- 
Branch Expamion pansion in-th& country. As against an increase of 11 3 offices 

in the case of scheduled banks, there was a reduction of 6 
offices in respect of non-scheduled banks. Among the scheduled banks, 

-* 

* Appendix V gives a summary of the recommendations of the Commission. 
t From November 1, 1956, the Banking Companies Act, 1949 has been exten& u,G gic. 

State of Jammu and Kashmir with a consequent increase in the number of offices of scheJuled 
and non-scheduled banks by 9 and 14, rcs~cctivcly. This and other detailv given in [ I l e  
statement on page 25. 



the State Bank of India accounted for a n  increase of 56 offices. Of the total 
number of 156 offices opened during the period, 36 were in Bombay, 34 in 
Madras, 26 in Andhra Pradesh, 13 in Mysore, 9 in Madhya Pradesh, 6 in Bihar, 
5 each in Kerala, Rajasthan, Uttar Pradesh and Delhi, 3 each in Orissa and West 
Bengal, 2 each in the Punjab and Himachal Pradesh and 1 each in Assam and 
Pondicherry. During this period, 72 offices were closed, 37 by scheduled banks 
and 35 by non-scheduled banks. Fifteen offices were closed down in Mysore, 
13 in Uttar Pradesh, 9 in Bombay, 8 each in Kerala and Madras, 6 in Andhra 
Pradesh, 4 in Rajasthan, 2 each in Assam, Madhya Pradesh and the Punjab and 
1 each in Bihar, West Bengal and Delhi. 

Variations in the Number of Offices of Exchange, 
other Scheduled and Non-Scheduled Banks 

Exchange Banks Other Scheduled Banks Non-Scheduled Banks 

New offices opened + 1 New offices opened + 138 New offices opened f 17 
(+ 55) 

Increase due to  inclu- 
sion in Second Sche- 
dule of Reserve Bank 
of India Act . . - 
Increase due to the 
extension of Banking 
CompaniesAct, 1949 to 
the State of Jammu 
and Kashmir i l  
Existing offices closed -1 

Increase due to inclu- 
sion in Second Schedule 
of Reserve Bank of India 
Act . . - 

Increase due to  taking 
over of assets and liabi- 
lities of a non-scheduled 
bank by a scheduled 
bank .. + 2  

Increase due to exclu- 
sion from Second Sche- 
dule to the Reserve 
Bank of India Act - 

Increase due to ex- 
tension of Banking 
Companies Act, 1949 
. to  the State of Jammu 
and Kashmir . .. $ 1 4  

Increase due to the ex- 
tension of Banking Com- 
panies Act, 1949 to the 
State of Jammu and 
Kashmir . . f 8 Existing offices closed -35 

($2) 
Decrease due to exclusion Decrease due to taking 
from Second Schedule to over or' assets and lia- 
the Reserve Bank of India bilities of a non-sche- 
Act .. .. .. - Existing offices closed -36 duled bank by  a sche- 

(-1) duled bank . . -2 
Decrease due to exclu- Decrease due to inclu- 
sion from Second Sche- sion in Second Sche- 
dule to the Reserve Bank dule to  the Reserve 
of India Act . . - Bank of India Act - 

Net + l  Net .. f 112 Net . . -4 
% (+56) 

Nora :-Figurc~ in brackets relate to the State Bank of India. 



66. The Reserve Bank has made further progress in carrying out inspections 
of b'mks as an integral part of its supervisory control to remove managerial 

deficiencies and to improve the methods of business. All the 
1 nspections reporting banksshave been inspected at least once and many on 

more than one occasion. Thus, 197 of the 211 banks inspected 
during tho year had already been inspected previously. As the re-inspections 
were generally made under section 35 of the Act, copies of the reports were 
furnished to the banks in terms of sub-section (1) of that section. A purpose-wise 
analysis of the inspections during the years 1955 and 1956 is indicated in the 
following table : 

Bank Inspections 

Scheduled banks Non-scheduled Total 
.Purpose banks 

1956 1955 1956 1955 1956 1955 
1 2 3 4 5 6 7 

1. For considering the eligibility for a 
licence to carry on banking busi- 
ness* . . . . . . . . - - - 5 5 

2. General purpostis*\ . . . .. , 2 6  29 179 127 205 156 

3. With the consent of banks concerned.. 1 1 4 4 5 5 

4. Issuing certificate in respect of schemes 
of arrangement . . . . . . - - 1 1 - 

5. Report to the Court on enquiry in 
relation to the affairs of and the con- 
duct of the directors of a banking corn- 
pany which has applied for sanction of 
a scheme of arrangement [section 45(2)] - - - 2 - - 7 

6. Inclusion in the Second Schedule . . - - - 1 - 1 

7. Report to the Court on the affairs 
of the banking company in connec- 
tion with its application for a rnora- 
torium . . . . . . . . . . - - - 1 - 1 

8. Issuing of certificate under section 38(3) 
as to whether the banks are unable 
to pay their debts . . . . .. - - - - - - 

9. Report to the Court and the Central 
Government on the affairs of thc 

. . . .  banks in liquidation . . - - - 1 - I 
Total . . . . 27 30 184 141 211 111- 

Whenever banks are inspected for general p u r ~ c ~ e s  (vide ikm 2). their eligibility for a 
liccnce is also considered. * * Some banks were inspected for more than onc purpose. 

Three State-associated banks including one scheduled bank were inspected 
with their consent as tho provisions of tho Act did not apply to them. 



67. Inspection and in many cases re-inspection have been useful in helping 
the Bank to assess the progress made by the banks in improving their affairs and 
to take remedial measures in respect of those banks which failed to remove the 
defects pointed out to them. The nature of the defects observed in the working 
of many banks is generally the same as that noticed in earlier years. Advances 
against real estate and clean advances continue to form a sizeable portion of total 
advances in several cases. Similarly, advances of some banks have been-con- 
centrated in the hands of a few borrowers, particularly those connected directly 
or indirectly with their management. The liquidity of banks in terms of the pro- 
visions of sectioKXTf the Banking Companies Act has been, however, generally 
satisfactory, although the extent of investments in fixed deposits by certain small 
and medium-sized banks with other banks which are financially unsound con- 
tinued to be comparatively high. Whenever defects of the type referred to  above 
were observed in the working of individual banks, they were called upon to take 
steps to remove them. Banks were also called upon to submit periodical reports 
to the Reserve Bank showing the progress made by them in rectifying the defects. 
Although the working of individual banks, particularly the smaller ones, is 
characterised by the defects mentioned above, the inspections conducted by the 
Reserve Bank generally revealed that the banking system on the whole continues 
to be sound and that banks are realising the importance of the advice tendered 
by the Bank to them and are taking necessary steps to improve their posi- 
tion. 

68. As the amalgamation of small units which are very often weak and un- 
economic is a desirable development in banking, the Reserve Bank is generally 

ready to favour amalgamation schemes among them. During 
Amaig~mationr the year certain proposals for amalgamations received considera- 

tion of the Reserve Bank. 

69. During the year a certificate under section 45(1) of the Banking Com- 
panies Act, 1949, was granted to two non-scheduled banks in respect of modifica- 

tion in their schemes of arrangement. Schemes of 
Arrangements 

70. Nineteen banks, all of which were non-scheduled banks, either went 
into liquidation or were ordered to be wound up in 1956. Of these, 13 banks went 

into voluntary liquidation. As no licence under section 22 had 
Liquidation been issued to any one of them, they were not required to obtain 

certificates from the Reserve Bank of India under section 44 of 
the Banking Companies Act, before going into liquidation. The remaining 6 
banks were ordered to be wound up by the Court. 

71. During the year 726 returns under section 45R of the Banking Companies 
Act were submitted by the liquidators of 141 banking companies. These were 
scrutinised with a view to ensuring that there were no irregularities in them, that the 
legal requirements were complied with and that the liquidation proceedings were 
not unduly delayed. A watch was also kept through replies received in  response 
to the questiorlnaire issued to them for the purpose, on the steps taken By tho 
liquidators of the banks to expedite the relative liquidation proceedings, especially 
in regard to the realisntion of assets and certain other claims, 



72. During the year, one non-scheduled bank suspended payment and was 
subsequently ordered to be wound up by the High Court. Of the three non- 

scheduled banks which suspended payment during the previous 
sus ension year, one bank was ordered to be wound up by the High Court 
of k r i n e u  and another bank was stated to be taking steps to  go into 

voluntary liquidation. A petition for the winding up of the third 
bank was filed by certain creditors and was still pending before the court. 

73. Licences were issued to one Indian scheduled bank and 3 Indian non- 
scheduled banks under section 22 of the Act to carry on banking business in India. 

While the lkcnce granted to one non-scheduled bank in 1950 was 
Licensing cancelled-during the year because of its failure to satisfy the re- 
of Banks quirements of section 22 of the A~t~~7~non-scheduled  banks were 

refused licences as their affairs were being conducted in a manner 
detrimental to the interests of their depositors, thus bringing the total number of 
such banks to 77. The total number of licences issued so far stands at 49. The 
applications of 393 banks for licence were pending at the end of the year. I t  might 
be mentioned here that the State Bank of India and three other major State-asso- 
ciated bankc, are exempted from th'e application of section 22 of the Act. The 
deposits of the 49 licensed scheduled banks and these four banks taken together 
account for well over 90 per cent of the total deposits of all banks in India. 

74. Other activities of the Reserve Bank of India under the Banking Com- 
panies Act, 1949, are briefly stated in the paragraphs below. Statement 38 of the 
Other Activities Report indicates the progress consequent upon the action taken 
under the Act in the course of the administration of the Act. . 

75. Of the 37 banks whichat the end of last year were taking suitable action to 
comply with the requirements of section 7 of the Act, the names of two banks were 
deleted from the list of banking companies ; one was converted into a non-banking 
company and two went into voluntary liquidation, while 33 banks including one 
bank reported during the year as contravening the provisions of the section, were 
taking steps to bring the position in conformity therewith. 

76. The prohibition contained in section 9 of the Act regarding holding 
of immovable property by banking companies became operative with effect from 
March 17, 1956. Of the 47 banks which contravened the provisions of this set- 
tion during the year, 7 banks regularised their position, 37 were granted time to 
comply with the section while 3 were taking suitable action in the matter. 

77. In addition to the 30 banks which contravened the provisions of section 
10(1) (c) (i) and/or lO(1) (c) (ii) as a t  the end of the previous year, 5 more banks 
were reported to have contravened tho provisions and 2 others applied for exemp- 
tion therefrom. Of these 37 banks, 5 regularised their position, 2 were granted 
exemption as applied for upto May 21 and July 1, 1957, respectively, 2 were 
deleted from the list of banking companies and 3 went into liquidation. Thi 
rsmaining 25 banks were taking steps to regularise their position. ' 



78. During the year, 8 applications for permission to issue capital for the 
specific purpose of compliance with section 11 of the Banking Companies Act, 
1949, were referred to the Bank by the Controller of Capital Issues, bringing the 
total number of such applications since the Act came into force, to 201. Four 
of these applications were recommended for acceptancs and the remaining 4 for 
rejection. 

79. In terms of section 53 of the Banking Companies Act, 1949, 42 banks 
have been exempted from the provisions of section 11 of the Act upto March 31, 
1957 as their paid-up capital and reserves fell short of the minimum requirements. 
Of these, 2 banks have since complied with the provisions of section 11. During 
the year, 3 other banks, besides the 2 referred to above, also complied with the 
said provisions and 3 more banks were expected to do so before March 31, 1957. 

80. Consequent upon the re-organisation of States with effect from November 
1, 1956, for certain banks which had the requisite paid-up capital and reserves as 
on October 31, 1956, the minimum paid-up capital and reserve requirements in- 
creased by reason only of the territorial changes and formation of new States. 
These banks have been exempted from the said provisions upto October 31, 1957 
(vide Government of India notification No. 4(145)-F.1156 dated October 19, 
1956).* 

81. Twenty-one banks were found to have declared dividends before com- 
pletely writing off capitalised expenses in contravention of section 15. The contra- 
vention was brought to the notice of the banks concerned and they were asked to 
ensure compliance with the requirements of the section in future. 

82. Of the 8 banks which contravened the provisions of section 16 relating 
to  the inter-locking of directorates as a t  the end of the preceding year, one bank 
was converted into a non-banking company and the remaining 7 banks were 
taking suitable steps in the matter. 

83. Twenty-six banks contravened the provisions of the section 17 relating 
to the transfer of 20 per cent of the net profits to the reserve funds. When the 
contravention was brought to  their notice, the banks agreed to make up the de- 
ficiencies from the surplus funds during the year or from the following year's 
profit. 

84. The cash reserve retuhs submitted by non-scheduled banks under sec- 
tion 18, which prescribes the maintenance of minimum cash reserve by such banks, 
revealed that most of them complied with its provisions. Although a few banks 
failed to maintain the required percentage, i n  most cases, the defaults were of a 
casual nature and were immediately regularised. Certain banks which found 
these provisions onerous were either taking steps to convert themselves into non- 
banking companies or to  go into voluntary liquidation or were refused licences to 
carry on banking business in India. 

Scc Appendix 11, 



85. The inspection of 2 banks revealed that they were contravening the pro- 
visions of section 19(2) which relates to restrictions on the holdings of shares of 
companies. Their cases were'under consideration at the end of the period. Of 
the 2 banks mentioned in the previous Report which were exempted upto June 
30, 1956 from the provisions of this section, one bank which was granted further 
exemption upto December 31, 1956, regularised the position before that date 
and the other was granted further exemption upto June 30, 1957 ; the exemption 
granted to another bank upto July 31, 1956 referred to in the previous Report 
was extended upto July 31, 1957. The period of exemption granted to one more 
bank from the provisions of the section which expired during the year was extended 
upto December 31, 1957. However, one bank which was referred to in the earlier 
Report was refused extension of the period of exemption, which expired on No- 
vember 30, 1956. 

86. A few defaults under section 24 by banks functioning normally continued 
to be generally of a casual nature. In cases where the defaults persisted and no 
attempt was made to regularise the position, the banks' attention was drawn to the 
penal provisions of .section . -  46(5) of the Act. - - . _ .  I 

87. Section 29 requires banks to draw up their balance sheets in Form 
'A' set out in the Third Schedule to the Act. All banking companies were exemp- 
ted until January 1, 1958 from the provisions of Note (f) of the Notes appended to 
Form 'A" in respect of disclosure of market value of their investments in Govern- 
ment securities. During the year, 14 banks were found to have contravened the 
provisions of section 29 in not preparing their accounts in conformity with the 
prescribed Form. The contraventions were brought to the notice of the banks 
and they were advised to comply with the provisions in future. 

88. In terms of the proviso to section 31 of the Banking Companies Act, 
a number of banks were allowed a further period upto 3 months to submit their 
balance sheets and profit and loss accounts, while some smaller banks in respect 
of which it appeared that the cost of publication would be disproportionate to 
their resources were exempted from the provisions of section 31 which relate to 
the publication of balance sheets. 



CHAPTER IV 
THE TASK BEFORE THE BANKING SYSTEM 

89. The year 1956 was significant not so much for the progress achieved 
by the banking system on the organisational side as for the heavy impact of the 
rising tempo of development on the operations of banks and the experience 
of a severe monetary stringency, which was in a sense the culmination of trends in 
the economy first discerned in 1953 when the pace of economic development 
began to gather momentum. 

90. If banks' resources were so much stretched even in the first year of the 
Second Plan, it is evident that the banks would have to face a still more difficult 
position in the years to come. For viewing the problems of banking in the correct 
perspective and assessing the adequacy of the role of commercial banks during the 
Second Plan period, it would be useful to review broadly the nature and magnitude 
of the demands on the banking system which might be made by industry and com- 
merce during the next four years. It was observed from tho quarterly surveys of 
bank advances (by purpose) that the increase in total bank credit, which was almost 
equally distributed between industrial and commercial advances, was about Rs.184 
crores under the First Plan. Considering that the investment in the private sec- 
tor envisaged during the Second Five Year Plan is nearly twice as large as in the 
First Plan, the magnitude of working capital requirements to be met from the bank- 
ing system would be substantially larger. This presumption is strongly supported 
by the fact that even during the first year of the Second Plan scheduled 
bank credit rose by Rs. 139 crores. Apart from this, rapidly rising investment in 
t& private ~ e c t _ o ~ ~ ~ a ~ t i ~ ~ 1 a r 1 ~ ~ ~ ~ ~ , 4 u s ~ ~ ~ b ~ ~ ~ ~ ~ ~ ~ g ~ ~ ~ ~ ~ i i ~ ~ t e ; i  _ 
extent in the character of the demanzrGr banTCrFdiT byMrequir i  the banks not 
only to purvey in a larger measure short-term advances-their traditional function 
-but also to meet in a more direct form a part of the medium-term crcdit needs 
of industry, subject to proper safeguards and the availability of medium-term funds. 

91. En this context, a reference may be ~nade to the proposal to set up a 
Refinance Corporation, the main object of which is to  help augment the resources --- 
available with the banking system for the use of medium-sized industrial units 
(i.e., units having resources upto Rs. 2+ crores) in the private sector. The Corpo- 
ration's share capital is tentatively proposed to be made up of contributions from 
the Reserve Bank (Rs. 5 crores), the State Bank of India (Rs. 24 crores), the Lifc 
Insurance Corporation of India (Rs. 24 cores) and 14 other selected scheduled 
banks in India (Rs. 29 crorcs). The allocation of sharo capital as between the 14 
banks is in broad relation to the size of their deposits in  India. The Government 
of India would be placing with the Corporation Rs. 26 crores from the counter- 
part funds 'arising out of the sale proceeds of the agricultural comrnodities sup- 
plied to this country in terms of the recently concluded Indo-U.S. Agreement. 
The Corporation will be allocating quotas to banks grouped into 4 categories with 
reference to the size of their deposits, from its total funds of Rs. 38.5 crores within 
which the banks may offcr certain types of loans to the Corporation for obtaining 
refinance.. Loans to be eligible for this purpose should have been made for periods 
between 3 and 7 years and to a medium-sizcd industry and for a medium-sized 
amount. Lending banks would assume the full credit risk on loans submitted to 
the Corporntioll and it is expccted that tho Corporation will adopt eligibility cri- 
tcrin which will he liberal. It is envisaged that the interest rate spread betwcen 



the of discount with the Corporation and the prime lending rate of the 
banks might not be less than 1) per cent. The scheme will thus provide an 
opportunity to selected banks for extending formal term-lending facilities to in- 
dustries and providing liquidity to the eligible paper offered by banks uPt0 the 
extent of quotas which would be allotted to them. 

92. Apart from the changing character of the demand for bank credit, the 
scale on which short -term credit would be required for the impb3mentation of the 
private investment targets of the Second Plan raises the fundamental question 
of the adequacy of bmk resources. The main line of approach towards the ~ 0 1 ~ -  
tion of the problem faced by banks should be in the direction of .--A extensive -. . branch] 
expansion which alone will enable them to augment their deposit resources through / 
mobilisation of the cash resource5 in areas which have so far remained outside 
the orbit of the organised banking system and thus help to meet the credit- 
needs of the economy without difficulty. Considering the high rate at  which 
industrial and commercial activity has been increasing since 1956 and is likely to 
gather momentum in the next few years, it is evident that the pace of branch ex- -.--- - .-. ._.- 
pansion is slow and inadequate, as reflected in the relatively small increase in the ..?..- -- n'limber of hew offices opened and accounts maintained with them. Although 
it might appear inevitable that currency should expand faster than bank deposits, 
as a result partly of the growing monetization of the economy and partly of re- 
distribution of money income in favour of the strata of society not accustomed 
to the banking habit, it is yet possible to siphon a portion of the currency into 
banks, provided branches are opened in the under-banked areas, particularly those 
where developmental expenditure on a significant scale is actually being incurred. 
The State Bank of India which is required to open about 400 new branches in five 
years has in fact increased its branches by 46 during the year taking it to 66bra~ches 
in all since July 1, 1955. The effort of the-StateBank in this respect requires to be 
supplemeinted by an equally vigorous programme of branch expansion by other 
commercial banks, which can undertake much ...--.- greater ------- activity - in this field, parti- 
cularly when their p r s t s  are on the uptrend. The losseq &ch are-"inevitable 
in the early years would be made good in course of time as the volume of opera- 
ii&sGf the branches expands. As the extension of branch activity will ultimately 
lead to an increase in the profit potentiality of banks, i t  is in their interests to draw 
up a short-term programme of branch expansion and implement it. 

93. While all efforts should be concentrated on development of banking 
facilities in new and undeveloped areas, measures have also%Xik<h-ro 
f h 6  tIie-generall;rG~ial 'of banks. While a considerable improvement 
in the standards 6 f  operation and financial soundness of the banking system has 
taken place ever since the Reserve Bank instituted its system of inspection, many 
banks, especially the smaller ones, need to improve further their methods 
of working. Insofar as their weaknesses stem from insufficiency of business, 
the Smaller banks might well explore possibilities of merging with other relatively_ 
sL!QPger in their own interests as well as in the lager  jnter-str ofthe economy. 
This is, howaver, essentially a voluntary process and the initiative in this regard, 
as em~hasised in 1 s t  year's Report, wilI have to come from the banks them. 
selves. There is little doubt that if the banks concerned take active skps to remove 
the deficiencies a d  shortcomings pointed out to them in the courw of inlpxtioos 
and generally fake steps to improve their financial position, tho system as  a wholo 
will be stabilised in course of time on a firm and secure basis and be to fulfil 
its own part in the economic dcvclopment of the country. 



APPENDIX I 
STATE M ENTS 

Introductory Note 

The statements in this Appendix are based on the various returns received 
periodically in terms of the Reserve Bank of India Act, 1934 and the Banking 
Companies Act, 1949 (which was extended to the whole of India, except the State 
of Jammu and Kashmir, on March 18,1950 and to the State of Jammu and Kashmir 
on November 1,1956) as well as on returns specially called for and other available 
information. The figures from year to year, and even the figures for the same 
year compiled from different returns, are not strictly comparable owing to dif- 
ferences in coverage, both as regards area as well as items included. The number 
of banking companies submitting returns tended to increase as a result of the 
extension of the Indian Companies Act, 1913 to most of the merged States in 
January 1950, to certain erstwhile Part C States in April 1950, to one other merged 
State in January 1951 and to erstwhile Part B States in April 1951. However, 
the Banking Companies Rules became applicable to certain erstwhile Part B 
States only in November 19.52 ; statements based on Form XIII, therefore, ex- 
clude data for banks working wholly in erstwhile Part B States upto 1951. The 
number of banking companies submitting returns also varied on account of 
changes in the classification of companies into banking and non-banking, the 
suspension of business by some banks or irregular submission of returns by others. 
The limitations of the data have as far as possible been explained in appropriate 
footnotes to the respective statements. Statements based on data obtained from 
returns under the Reserve Bank of India Act and the Banking Companies Act are 
indicated below : 

r <  

Reserve Bank of India Act ' .Ee .  1 1 ;  : .;g Companies Act 

Statement Section Statement Section 
1 . . . . 53 5, 6, 8, 9, 

11, 18 and 19 . . . . 27(1) 
2 . . . . 17 and 18 10 . . . . 26 
3 . . . . 4x2) 12, 13, 14, 15, 

16, 17, 20,21, 
22, 23, 24,25, 
26,27, 28,29, 

30 and 31 . . .. 27(2) 
34 . . . . 23 

Where necessary, each figure has been rounded off to the nearest final 
digit. For this reason in some statements the sum of the constituent items may 
not agree with the total as shown. Where the last Friday of the month or year 
happened to be a holiday the figures shown relate to the previous working day. 

The following symbols have been used : 
. . - Figure not available. 
I - - Figure nil or negligible. 

A line drawn across a column between two consecutive figures denotes !hat 
the figures above and below the line are not comparable and t h e  nature of the 
difference is indicated in  a footnote, 



STATE 

LIABILITIES AND ASSETS OF 

(Issue and Banking 

LIABILITIES 

Deposits National National 
, - A - - - - ,  Agricul- Agricul- 

Capital Notes Central Other Banks Others Total tural tural 
and in circu- Govern- Govern- Credit Credit 

reserves lation mcnt ments (Long- (Stabili- term zation) 
Opera- Fund 
tions) 
Fund 

1 2  3 4 5 6 7 8 9 

Avrraga of Fridays 

January 0 .. 10-0 1,385.7 64.1 9.7 
u 13 .. 10.0 1,388.7 62.1 8.5 
,, 20 .. 10.0 1,382.7 60.3 13.4 
,, 27 .. 10.0 1,379.1 54.0 18.6 

February 3 .. 10.0 1,392.4 62.9 14.4 
39 10 .. 10.0 1,407.6 60.5 11.0 
9 ,  17 .. 10.0 1,406.8 64.6 13.1 
,, 24 .. 10.0 1,402.9 66.5 16.1 

March 2 .. 10.0 1,418-7 69.6 18.0 
SY 9 .. 10.0 1,444.1 64.3 10.6 
9 ,  16 .. 10.0 1,448.9 65.6 47.0 
,, 23 .. 10.0 1,453.8 62.7 48.6 
,, 30 .. 10.0 1,466.6 67.3 62.0 

April 6 .. 10.0 1,506.7 57.1 35.7 
YY 13 .. 10.0 1,516.0 53.3 32.4 
SY 20 .. 10.0 1,509-7 55.9 25.5 
3 )  27 .. 10.0 1,505-0 68.6 27.0 

May 4 .. 10.0 1,518-6 65.8 18.1 
99 11 .. 10.0 1,525.9 65.4 6.7 
YY 18 .. 10.0 1,516.3 67.8 7.2 ,, 26 .. 10.0 1,506.1 66.7 9.1 

June 1 .. 10.0 1,501.8 64.5 10.3 
9 )  8 .. 10.0 1,514.8 62.6 4.9 
9, 16 .. 10.0 1,504.3 65.6 6.3 
1s 22 .. 10.0 1,486.9 62.6 8.0 ,, 29 .. 10.0 1,474.7 66.8 13.2 

Note :-For footnotu see pages 36 and 37. 



MENT I 
THE RESERVE BANK OF INDIA, 1951-56 

Departments combined ) 
(Amount in crom of rupees) 

ASSETS 

Other Total Gold Foreign Rupee Notes Rupee Lam and Bills Other 
1 i a b i  i coin assetst coin* securi- advances to purchas- auctr 
,tics ties or and tics ,---A-- cd and 

assets bul- Govern- Others d h  
lion@ men& counted 



STATE 

LIABILITIES A N D  ASSETS OF 

( Issue and Banking 

LIABILITIES 

Deposits National National 
A 

r , Agricul- Agricul- 
Capital Notes Central Other Banks Others Total tural tural 
and in circu- Govern- Govern- Credit Credit 

reserves lation ment ments (Long- (Stabili- 
term zation) 

Opera- Fund 
tions) 
Fund 

1 2 3 4 6 6 ,'I 8 9 

1956-Friday 

July 6 .. 
99 13 .. 
¶ 9  20 .. 
91 27 .. 

August 3 . . 
9, 10 .. ,, 17 .. 
,, 24 .. 
¶, 31 .. 

September 7 . . 
,, 14 . . 
,, 21 .. 
,, 28 . . 

October 6 . . 
,, 12 . . 
,, 19 . . 
¶, 26 . . 

November 2 . . 

December 7 . . 
9, 14 .. ,, 21 . . 
¶, 28 . . 

Note :-Figures are net of adjustments on account of (i) transfer of Iiabilities to the State B& 
of Pakistan in respect of inscribed Pakistan notes issued during 1048 and (ii) cancellation of India 
notes returned from circulation in Pakistan under Section 4 (2) of Part IV of the Pakistan (Monetary 
System and Reserve Bank) Order, 1917 as amended. Figures from October 1951 arc net of a d j ~ b  
mats made in respect of India notes renuncd from circuhtion in Adm, 

(a) Average for 48 weeks. 
(b) Avcragc for 26 weeks, 



THE RESERVE BANK O F  INDIA, 1951-56 

Departments combined ) 
(Amount in m r e s  of rupees) 

ASSETS 

Other Total Gold Foreign Rupee Notes Rupee Loans and Bills Other 
liabii- a b i i  coin assetst coin* securi- advances t o  purchas- assets 

ties ties or and ties ed and 
assets bul- Govern- Others dis- 

lion@ . ments counted 

@ Valued a t  the statutory rate of Rs. 21-3-10 per tola upto October 5, 1956 and revalued at 
Rs. 62-8-0 per tola since October 6, 1956. 

t Include cash and short-term securities. 
* Includes one rupee notes and subsidiary coin. 



, 
STATE 

ADVANCES OF THE RESERVE BANK TO SCHEDULED 

Section Section Section Section 
17 (2) (a) 17 (2) (6)  17 (2) 17 ( 4 )  (a) ----- 

Period No. of Scheduled State co- Total Scheduled State co- Total 
loans banks operative banks operative 

banks banks 

1956-Monthly 

January .. . . 
February . . . . 
March . . . . 
April . . . . 
May .. . . 
June . . . . 
J ~ Y  -. . . 
August . . . . 
September . . 
October . . . . 
November . . 
December.. . . 

Notc :--I. Figures in brackets are outstanding amounb at the end of the period. 
2. The sections referred to above relate to the Reserve Bank of India Act, 1934. 



MENT 2 

BANKS AND STATE CO-OPERATIVE BANKS, 1951-56 

(Amount in lakhs of rupees) 

Section Section Stction 
17 (4) (6) 17 (4) (4 17(4A)@ 
r \ r-h7 
Scheduled Sche- State T o t a l  State 

banks duled co-opera- co-opera- 
banks tive tive 

banks banks 
9 10 11 12 13 

Section Section Grand total 
17(8) 18 (1) (3) 
rA7-,-'-, 

Sche- Sche- Sche- State 
duled duled duled co-opera- 

banks banks banks tive Total 
banks 

14 16 1 6  1 7  18 

@ Since January 1955 medium-term advances for agricultural purposes to State C ~ p e r a t i v c  
banks are granted under Section 17  ( 4 4  of the Reserve Bank of India (Amendment) Act, 1953. 

* Includes advances of the Reserve Bank to State co-operative banks under Section 17(2)(a) 
in both gross and outstandings figures. 



STATE 

CONSOLIDATED POSITION OF 

Borrowings from Borrowings from the Borrow- 
banks(b) Reserve Bank -ins --++ r r A - ,  from 

Avenge No. of Demand Timc Total Demand rime Net Against Others Total the 
rejmrt- linbi- liabi- Iiabi- Ilabi- usance State of 

Friclaysl ing lidcs* dtics* Iities* lities bills Bankt 
I:riciay banks (a) (3 4- 4) (5-6-7) etc. 

January 6 
13 

February 3 
10 

March 2 
I) 

April 6 
13 
20 
27 

Note :- For footnotes see next page 



MENT 3 

SCHEDULED BANKS, 1951-56 
(Amount in cram of IU~CCS) 

Cash 
in 

India 

Balances Excess Total Percm- Balan- Invest- Pmcm- hfoney Inland, Foreign Ad- Total Pmm-  
with of(14) cash tugcof ces with ments fu~cof  at bih bilk van- s c h e  &gcof 
the over balan- 16  other i n  Govt. 19 call purclla- purcha- ccs(c) duled 25 

Reserve the sta- ces to 8 banks in securi- to 8 and sed and scd and bank t u S  
Bank tutory (13f 14) current ties(c) short dixoun- discoun- crcdlt 

mini- account notice tcd(d) red (21 + 23 
mum -k 24) 



STATE 

CONSOLlDATED POSITION OF 

Borrowings from Borrowings from the Borrow- 
banks(b) Reserve Bink ings 

-A- from 
No. of Demand Time Total Demand Time Net Against Others Total the 

report- liabi- liabi- liabi- liabi- usance State 

1950-Friday mng lities* lities* lities* lit ies bills Bankt 

banks(a) (3+4) (5-6-7) etc. 

1 2 3 4 5 .  6 7 8 9 10 11 12 

July 6 .. 89 638.7 455.3 1,094.0 10.9 3.2 1,079.9 33.7 11.1 44.8 6 . 8  
13 .. 89 644.5 456.5 1,lOl.O 13.3 3.2 1,084.5 34.0 4.5 38 .5  5 .6  
20 .. 89 633.1 454.9 1,088.0 9.2 3.4 1,015.4 38.3 15.7 54 .0  6-3 
27 ,.. 89 639.6 457.1 1,096.6 11.8 3.6 1.081.2 34.8 1 2 - 4  47.3 5 .8  

August 3 .. 89 635.6 458-3 1,093.9 12.8 3.9 1;077.2 25.3 11.2 36.6 6 .9  
10 .. 89 637.1 460.3 1,097.4 13.9 3.9 1,079.6 33-9  10 .6  44.6 7 .1  
17 .. 89 644.8 460-1 1,104.8 15.9 3.1 1,085.8 30.8 10 .1  4 0 - 9  6.7 
24 .. 89 654.8 461-9 1,116.7 17.1 2.9 1,096.7 28.1 6.5 34 .6  6.4 
31 .. '89 654.4 461.5 1,115.8 17.0 2.9 1,095.9 22.0 9.0 31.0 7 .3  

September7 .. 89 639.5 459.3 1,098.7 9 - 7  2.3 1,086-7 24.4 27.8 52.2 13 .1  
14 .. 89 639.3 460.7 1,100~0 11.3 2.1 1,086.6 30.9 23.2 54.0 1 2 . 6  
21 .. 89 631.7 461.1 1,092.8 9 - 8  2.3 1,080.8 40.6 2 7 - 0  67.7 11.9 
28 .. 89 637.4 457.5 1,094.9 10.4 2.2 1,082.3 36.4 26.9 63.2 1 2 . 6  

October 5 .. 89 635.7 454.3 1,090.0 8-8 2.3 1,078.9 38-2  27.5 65 .7  13.0 
12 .. 89 632.5 454.0 1,086.5 10-4 2.3 1,073.8 42.9 25.1 68.0 11.6 
19 .. 89 644.6 454.3 1,098.9 10.9 1 - 8  1.036.1 41.3 20.0 61.2 11.8 
26 .. 89 646.4 457.8 1,104.2 13.0 3 - 9  1,087.4 4 0 - 3  17.5 57.8 12.2 

December 7 .. 89 . 649.3 461.8 1,111.0 10.3 3.1 1,097.6 44.7 13.6 68.2 1 0 . 9  
14 .. 89 657.9 459.8 1,117.7 11.2 2.9 1,103.6 47.6 15.4 62 .9  9 . 9  
21 .. 89 648.5 460.2 1,108.7 9.4 2.9 1.016-4 49.5 18.1 67.0 0.6 
28 .. 89 652.7 459.9 1,112.6 9.1 2.7 1,100.7 57.2 21.9 '79.1 7.8 

- 
* Include inter-bank borrowings. 
7 Prior toJuly 1, 1955 the figures relate to the Imperial Bank of India. 
(a) At  the end of the period. 
(b) Exclude borrowings from the Imperial Bank (now State Bank of India) with effect imm April 18,1953. 



SCHEDULED BANKS, 1951-56 
(Amount in crores of rupees) 

Cash Balances Excess Tota l  Pe~cen- Balan- Invest- Percen- Money Inland Foreign Ad- Tota l  P m n -  
in with of (14) cash tage of c e  with m e n t s  a t  bills bills van- sche- &ge of 

India the over balan- 1 6  . - .~ ther  i n  Govt. tag1"9"f call purcha- purcha- m ( e )  duled 25 l a  8 
Reserve the sta- ces to 8 banks in securi- to 8 and sed and sed and bank 
Bank tutory (13+14) current t ies(c) short discoun- discoun- c red i t  

mini- account notice ted(d) ted 
mum 

(US23 
+24) 

(c) Include Treasury bills and Treasury Deposit Receipts. 
(d) Include inland bills purchaqed from November 1951 only. 
(e Include money a t  call and short notice and inland bills purchased upto October 1951. 
()) Average for 50 weeks. 
(g) Average for 37 weeks. 

I h) Average for 9 weeks. 
i )  Average for 34 weeks. 



STATE 

MONEY RATES IN 

State Bank of India* Bazaar Bill 
A 

r 17 Call Loan Rate (d)  Calcutta 

Bank 
Y 

Hundi Advances Rs. 6 lakhs Below 
Period Rate (a) Rate (b) Rate (c) and over Rs. 6 lakhs 

t-+ c-7- A 

Jan. 1966 . . 3) 44 4 . 34 32 12 10 

Feb. ,, .. 3) 44 4 3& 3% 12 10 

Mar. ,, . . 3& 6 44 4 34 34 12 10 

Apr. ,, .. 3) 6 4 38 3% 12 10 

July 8 ,  3jt 6 4 39 39 12 10 

Aug. ,, . . 3) 6 4 Q* . 3f 12 10 

Sept. ,, .. 3& 6 4 - 3 4  3% 12 10 

Oct. ,, . . 39 6 4 34 3% 12 10 
p P,.( 

Nov. ,, . . 3* 6 4 38 3% 12 10 
b 4 

Dec. ,, . . 33: 6 4 3 4  38 12 10 

* Prior toJuly 1, 1955 the rates relate to the Imperial Bank of India. 
(a) The standard rate a t  which the Reserve Bank of India is prepared to buy or rediscount 

bills of exchange or other commercial paper eligible for purchase under the Reserve Bank of India Act. 
(6)  The rate at  which the State Bank of India discounts first class three months' commercial 

bills. 
(c) The general advance rate a t  which the State Bank of India grants advances to the public 

against Government securities. 
(d)  The basic advance rate of the State Bank of India for demand loans taken by scheduled 

banks against Government securities. 
tj' Rakcd to 3) per cent on November 15, 1951.t 



MENT 4 

INDIA, 1951-56 
(Rate per cent per annum) 

Rate (e) Call hfoney Rate Cf) 
\ r A , Long 

Bombay Calcutta Bombay hfadrat term 
I 

L 
\ Govt. 

bond 
Larger banks Smaller banlo yield @ 

~ ~ f - - - - - - -  L 
H L H L H L 

(e) Rate at which bills of small traders are reported to have been discounted by shroffs ; these 
are unofficial quotations. 

(f) Rate at which banks advance their day-to-day surplus funds to other banks ; these loans 
are repayable on call at the option of the lender. The rates for Bombay are based on daily 
quotations obtained from broc ers, while those for Calcutta andMadras are based o n  weekly advices 
received from the Reserve Bank of India offices. 

@ Average flat yield on 3 per cent Conversion Loan of 1946. 



STATE 
LfABItlTlES AND ASSETS IN INDIA OF 

Ntt tb Ikrrramt 'rinlc 
rrpfi-  1'~kf- ttc~*a&is dclmitt 

u,* us, c - ~ - ,  
N t t  Duc T o t a l  Bshn- Total 

A* tw ttw h t  . wr. ) t * ~ t f t  lrotrt I-IUIII i.rorn drpo- to liablll- in c n  (123-13) 
4 ' 5- kueh. u t ~ ~ n  b ~ n 1  otlrol sirs otlrr tias with 

QS~IIS.  ~ I W  irig (6+8) l ~ ~ k c  the Kc- 
1~4.ak'r CCIIII- cum- m e  

p r r i n  ~ u n t c s  Rank 
f 2 3 4 G ( 1  7 8 Q 10 11 15 13 14 

e w -  

A. I N D I A N  S C H E D U  
gat ,, , S . 6  26.9 2I.U 393.7 2.3 2.12.0 638.3 95.6 788.3 40.2 31.7 71.9 
1~:,$ ,, ‘. 78 33.7 2i.O tU.6 371.3 4.6 253.7 626.9 V.0 758.8 32.1 33.1 65.2 
lVJ3 . . , 3 32.6 27.6 19.6 377.1 3.4 209.0 6.as.I 10.4 772.5 20.2 35.8 64.9 
tvj, ,, ,, 34 33.7 27.0 94.8 42L.? 6.6 2VJ.U 717.8 13.0 859.9 33.7 60.6 90.2 

,, ,. 74 33.7 28.2 26.7 4dU.Q 6.3 310.0 789.9 48.9 964.7 30.7 48.0 85-5 
i ~ j g  ,, , 4 33.1 W.0 54.7 1Ul.3 6.7 386.3 877.6 Gl.6 1,076.7 30.2 40.8 77.0 

nrruar)a 1936,. 71 33.8 25.3 93.0 160.7 6.0 337.0 801.2 33.5 990.0 31.3 60.0 84.9 
{*q.bnury ,, ,, 7, 32.7 :11.1 22.3 4111st1 b.1 311.0 801.5 3t1.4 989.4 32.0 42.9 74.8 
hfrrvlt ,, .. 73 33.G '13.2 25.0 400.7 4.8 31U.1 815.8 (17.3 1,036-1 33.2 38.8 72.0 
n 1tli * ,, 31.t1 2ti.1 21.0 w . 7  7.0 ~ n t . 8  829.5 46.7 1,025.7' 31.4 38.1 72.5 
dy ,, ,, 74 32.tl 2d.:! 2U.O 477.3 7.1 300.2 837-4 153.6 1,039.8 36.6 38.8 75.2 ,, .. 7: 32.U 2S.3 3t1.4 1nu.a 8.2 372.1 852.9 32.3 1,032.2 33.6 42.6 81.1 

,, ,, 73 32.7 28.3 2)-'3 474.7 0.8 370.3 853.9 32.7 1,025.2 31.7 40.1 74.8 
A , , R , ~ ~  ,, ,, 71 32.1 2s.0 45.7 4 ~ 3 . ~  6.a 331.0 865.5 ~ J . - I  1,032.1 34.6 39.0 74.1 
Sqtlrrnbr ,, ,, 33 32*7 28.4 22.e dH1.O 0.4 3S3.8 864.7 40.8 1,054.4 32.5 38.4 70.9 
Octtrlst , , 71 3'1.0 2S.6 2L.U 1HI.l 6.6 3H2.2 863.3- 43.1 1,054.6 35.2 38.1 73.3 
Ntfirttttwt ,, ,, 73 33.0 28.0 2917 1h.Y.4 0.1 330*3 868.7 36.4 1,052.7 32.9 38.9 71.8 
tkLtrtrtact ,, ., 74 33.1 2830 91.7 4Ul.3 6.7 3YU.3 817.6 61.6 1,076.7 30.2 40.8 77.0 

B. E X C H A N G E  
I O ~ I  .. ,, la 1.3 a.0 110.0 0.0 43.0 159.9 7.0 226.1 3.3 13.0 17.2 
it1.7~ ., .. 14 1.0 6.7 111.7 1.4 62.8 164.6 16.0 213.8 2.0 10.7 13.5 
la33 .. .. 14 2.8 6-4 103.7 0.1 l i t -0  158.3 8.0 198.9 2.8 8.9 11.7 
1 1  . ,. 14 ? S O  b.8 10S.0 0.0 GO..& 148.4 8.1 212.9 2.1 11.3 13.5 
1 9 s  ,, ,. 16 3.5 6.7 121.0 0.1 03.0 185.8 18.0 241.5 2-6 12.2 14.7 
111t10 .. .. 16 4.4 8.4 112.1 0.4 02.8 174.9 45.9 261.8 2.4 11.1 13.5 

J-musry 1050,. I t  3.2 0.0 125.7 0.1 00.4 185.2 18.6 244.4 3-1 11.3 14-4 
kcbmary ,, .. 16 3.2 6.0 121.1 0.1 61.0 185.1 20.7 243.2 2.7 10.4 13.1 
hfan-lt ,, .. 15 3.3 6.6 119.7 0.1 64.1 173.8 25.2 244.5 2.5 10.0 12.5 

,, .. I6 3.3 6.9 122.2 0.9 57.0 179.2 28.3 251-0 2-9 10.7 13.6 ,, .. 16 3.3 0.3 119.1 0:2 68.9 178.0 30.2 256-1 2.9 10.0 12.9 
Junc ,, .. 16 3.4 0.8 110.8 0.2 61.7 172.5 35-1 256.9 2.4 10.1 12.5 
July ,, .. 15 3.4 6.8 111.3 0.3 62.4 176.6 35.2 257.1 3.1 10.3 13.4 
At~mst ,, .. 15 3.4 6.3 ll?..9 0.3 64.4 177.3 35.3 258-0 2.9 11.9 14.8 
Septcmbcr ,, . . 16 3.6 6.0 111-3 0.7 69.9 171.3 33.1 257-1 2-9 10.4 13.2 
Octokr ,, .. I t  3.4 5.8 113.7 0.2 60.4 174.2 43.1 260.6 3.0 11.0 14.0 
h'ovcnlk ,, .. 16 3.3 6.0 111.0 0.4 66.7 181.7 43.6 264.7 2.9 11.9 '-14.8 
Dcccmbcr ,, . . 16 4.4 8.4 112.1 0.4 02.3 174.9 45.9 267.8 2.4 11.1 13.5 

C, ALL S C H E D U  
1951 .. .. 92 33.5 27.3 27.7 612.0 2.9 265.6 798.2 33.1 1,014.3 43.5 45.6 89.1 
1953 .. .. Of! 33.7 20.1 26.1. 482.9 6.9 305.6 791.5 25.9 972.5 35.0 43.8 78.8 
1953 .. .. 80 33.6 30.3 23.9 480-7 3.6 323.6 804.4 19.0 971.4 31.9 44.7 76.6 
1951 . . ,, 83 32.7 30.3 30.0 630.2 6.0 350.0 886.2 21.1 1,072.9 35.8 67.8 103.6 
1965 .. .. 89 33.7 31.3 33.4 671.8 5.4 403.9 975.7 47.6 1,206.2 39.1 61.1 100.2 
1950 .. .. 89 33.1 32.4 33.0 603.4 6.1 449.1 1,052.5 97.5 1,344.5 38.6 51.9 90.5 

January 1956.. 87 32.6 31.5 29.0 691.4 5.2 398.0 992.4 61.7 1,234.4 37.4 61.9 
February ,, .. 80 32.7 31-3 28.3 653.6 6.2 405.9 994.5 60.1 1,232.6 34-7 63.3 
March ,, .. 88 32.6 31.5 29.6 656.4 4.9 403.2 989.6 92.4 1,280.6 35.7 48.8 
April , . 87 32.6 31-4 30.0 696.9 7.8 411.8 1,008.7 76.0 1,276.7 37.3 48.8 

No& :-For oihu footnotes see next page, * , 



PENT 5 
BANKING COMPAN1ES, 19S1-M 
- ---*--- - - -- 
hat-t- Ilnlzn- StGfi,rv 5 irnns,  I),;r Taut  l',*.*u. 
r tr  sf < ~ l  \ s z t ! ~  st (31f ft .~rsf~f-  a! r.tn- (r @a abrrrr. afr c j  
14 & 9 t t nn.l y.4 xnif r- c e f i  h i i s  czs  21 ta SO 

(sf  t!i* t.'~rlrt &lit- ~ ~ ~ . f i t i  (Ill-17) 
It PYRC t i ~ t l c c  ro*lnt- 3n.i 

k r l k  .inti rultf c*\CT- 

uttbrr d r a f t s  
t ~ i h l  

15 16 17 18 il 3) 2! 23 - ---- -*- - - -.,---- - - -- -"- - -- --" -% 

*ED BANKS 1 4  

1 1 - J  1 I . V  3.7 3%9 336 .9  1 4  3 349-7 57.9 
10.4 9.3 5 .1  7 stti ti 13 2 330 5 S2.7 
10.0 8 . 0  6 . 5  13.s LIt12.J 10 !t 336 4 St.! 
12.6 I ? , O  tJ.4 6 1  * ?  33;"O 5.7 378 2 :?.: 
10.8 1 3 . 0  4.I8 ( i U , l  3 i 2 . 0  lt 7 W 0 f 3 , Z  
8.8 11.3 7 - 4  ~o;,? 431-o rs ti ss1.o 62.; 

10.6 
9.2 
8.8  

, 6.7 
9.0 
9.J 
8.8 
8 .0  
s -2 
8 . 5  
8.3 
f .a 

BANKS 
10.8 
8.P 
7 .4  
8.0 
7.9 
7.7  

7.8 2 - 0  
7.1 1.6 
7.2 1.6 
7.6 1.6 
7-2 1.7 

.7.3 1-4  
7.6 1.4 
8.3 1.4 
7.7 1.4 
S.0 1.3 
8-2 1 - 4  
7.7 1.6 

LED BANKS 
11.2 13.4 
10-0 10.8 

9.5 10-3 
11.7 13.7 
10.3 14-9 
8-6 12.9 

*h~awr+t tn r r w m  1 4  ----- - 4 -- -- - - - - --- 
Inawl.  ( I . '  $7 Total P . * , r  .. 
r - tqr ts  111*-1~* L n w ~ ~ t .  e /  

n r  P'e-,th nlantc 2: ka $ 
1; aim. 121 1 24) 
PP' 7 s 

t C C U I 1 .  

t i n *  

-- 
@ Include one bank registered in Pakistan upto 1952 a d  two such banks for subsequent y-. 



STATE. 

LIABILITIES AND ASSETS IN INDIA OF 

No of Demand Time 
report- Paid- deposits deposits 
mg up. Re- C ~ ~ ~ l  ,.-'--, N e t  Due T o t a l  Cash Balan- T o t a l  

As on  the last bank- cap]- ser- From From From From depo- to liabi- in ces ( I2 f  13) 
Friday of ing talt ves bank- others bank- others sits other lities hand with 

com- mg ing (6+ 8) banks the Re. 
panla con?- com- serve 

panics panles Bank 
1 2 3 4 6 6  7 8 9 10 11 12 13 14 , 

May ]956.. 88 32.6 31.5 32.3 596.3 7.4 419.1 1,015.4 83-7 1,295.8 39.4 48.7 88.1 
Junc ,, . . 87 32.6 31.7 37.2 591.6 8.5 433.8 1,025.4 67.3 1,289.1 40-9 52.7 93-6 

.July ,, .. 88 32.7 31.8 30.0 588.9 7.1 441.6 1,030.567-9 1,282.337.8 50.4 88.1 
August ,, .. 86 32.4 31.4 31.9 696.7 6-7 446.0 1,042.7 57.7 1,290-1 37.4 51.5 88.9 
September ,, . . 88 32.7 31.9 28.6 592.3 7.1 443.7 1,036.0 87.9 1,311.5 35.3 48.8 84-2 
October ,, . . 89 32.6 32.0 30.1 594.8 6.8 442.6 1,037.4 86.2 1,315.2 38.2 49.0 87.2 
November ,, .. 88 33.0 31-3 28.7 603.4 6.6 447.0 1,050.4 78.8 1,317.3 35-9 50.8 86.7 
December ,, .. 89 33-1 32.4 33-0 603.4 6.1 449.1 1,052.5 97.6 1,344.5 38.6 51.9 90-5 

D. NON-SCHEDU 
1951 .. ,. 306 5.8 2.2 0.2 11.4 0-2 24.1 35.5 2.4 47.9 3.1 - 3.1 
1962 .. .. 425 8.9 4.0 0-5 19.8 0.2 39.1 58.9 3-7 78.4 4.7 - 4 - 7  
1953 .. .. 415 8.5 3.9 0.2 19.6 0.3 39.8 59.4 1.6 76.3 4.5 - 4.6 
1055 .. ..401 8.3 4.1 0-6  23.1 0.3 40.8 63.9 1.0 80.8 5-9 0.1 5.9 
1956 .. .. 387 7.9 4.2 0.4 25.2 0.4 42.9 68.1 1.7 85.8 6-2 - 6 - 2  
1956 .. ..354 7.7 4.4 0.4 26.0 0.3 46.7 72.7 1.7 90.9 6-0 - 6.0 

January 1966.. 362 7.7 4.2 0-6  23.1 0.6 42-1 65-2 1.9 83.0 4-4 - 4 - 4  
February ,, ..372 7.8 4.2 0.3 24.3 0.4 43.1 67.4 1.7 84.8 4-4 - 4 - 4  
March ,, ..378 7.8 4.3 0.4 24.6 0.4 42.3 66.8 2.3 84-6 4-7 - 4 - 7  
April ,, .. 365 7.7 4.3 0.3 2.5.6 0.4 42.1 67.7 1.9 84.9 4.9 - 5 - 0  
May ,, .. 369 7.9 4.3 0.4 25.1 0.4 42.6 67-7 2.6 86.1 4.9 0.1 4.9 
June ,, .. 361 7.6 4.3 0.4 22.9 0.6 45.4 68.3 2-2  86.3 5.4 - - 5.4 
July ,, .. 356 7.6 4.3 0.4 22.6 0.6 46.0 68.4 1.6 85.4 4-6 - 4.7 
August ,, ..359 7.6 4.3 0.4 22.6 0-3 46.6 69.1 1.6 85.9 4-8 0 - 1  4 - 8  
September ,, ..350 7.6 4.3 0.4 23.5 0.4 46.5 70.0 1.9 87.0 4-5 - 4-5 
October ,, .. 352 7.6 4.4 0.3 23.7 0.3 46.6 70.1 2.3 87.8 4-5 - 4-5  
November ,, .. 344 7.6 4 -3  0.4 23.2 0.4 46.1 69.3 1.9 86.7 4 . 7  - 4 - 7  
December ,, . . 354 7.7 4.4 0.4 26.0 0.3 46.7 72.7 1.7 90-9 6-0 - 6 - 0  

E. ALL 
1951 .. .. 398 39.3 29.6 27.9 524.0 3.1 309.7 833.7 35.5 1,062-2 46.6 46.6 92-2 
1952 .. .. 517 42.6 33.1 26.6 502.7 6.2 347.6 850-3 29.6 1,051.0 39-7 43.8 83-5 
1953 .. .. 504 41.1 34.2 24.1 500.4 3.8 363.4 863.8 20.6 1,047.7 36-5 44-7 81-2 
1954 .. .. 489 41.0 34.4 31.2 553.3 6.3 396.8 950.1 22.1 1,153-7 41-7 67.9 109.5 
1955 .. .. 476 40.6 35.6 32.8 597.0 6.8 446.8 1,043-8 49.2 1,292.0 45.3 61.1 106.4 
1956 . . . . 443 40.8 36.7 33.5 629.3 6.4 495.5 1,125- 1 99.2 1,435-4 44.6 61.9 96.5 

January 1956.. 449 40-3 35.6 29.7 617.5 5.7 440.1 1,057-653.7 1,317-441.8 61-9 103.7 
February ,, .. 461 40.5 35.6 28.5 613.0 5.6 449.0 1,062.0 61-8 1,317-4 39.0 63.3 92.3 
Malch ,, .. 466 40.4 35.8 30.0 i 610-9 5.3 445.6 1,056.4 94.7 1,365.2 40.3 48-8 89.1 
April ,, . 452 40.3 35.7 30.3 622.4 8.2 453.9 1,076.4 76.9 1,361.6 42.2 48.8 91.1 
May ,, .. 457 40.6 35-8 32.8 621.5 7.8 461.6 1,083.1 86.2 1,381.9 44.3 48-8 93- 1 
June ,, .. 448 40.2 36.0 37.5 614.5 9 - 0  479.2 1,093.7 69.6 1,375.4 46.3 52.7 99.0 
July ,, . 444 40.3 36.0 30.4 611.4 7.7 487.6 1,099.0 69.5 1,367.8 42.4 60.4 92.8 
August ,, . . 445 40.1 35-8 32.3 619.2 7.1 492.6 1,111.9 59.2 1,376.1 42.1 51.6 93.7 
September ,, . . 438 40.3 36-2 29.0 615.8 7.6 490.2 1,106.0 89.8 1,398.5 39.9 48-8 88.7 
October ,, ...441 40.2 36.4 30.6 618.6 7.1 489.1 1,107-688.4 1,403,043.7 49.1 91.7 
November ,, . . 432 40.5 35.6 29.1 626.5 7.0 493.1 1,119.6 80.7 1,404.0 40.6 60-8 91.4 
December ,, . . 443 40.8 36.7 33.6 629.3 6.4 495.8 1,122.1 99.2 1,43594 44.6 61.9 96.5 

No& :-As the figures of iiabiiities and assets of banking companies relate only to areas to which the Banking am. 
panics Act extended, the total of liabilities may not agree with the total of assets. 

t The figures of paid-up capital of banking companies incorporated outside India are arcluded. 



ANKING COMPANIES, 1951-56 
(Amount in crores of rupees) 

b c t n t -  Balan- Money Bills Loans, Due Total Percent- Invest- Other Total &ncr;tnb Total 
of ces with at  call purcha- advan- from advan- aec of men& invest- invest- age of assets 

14 to 9 the agent and sed and ces. cash banks 
(1::\9) 

2 1 t 0 9  In ments ments 25109  
t : of the short dis- credits Govem- 

Reserve notice count- and ment (234-24) 
Bank and e d t t  over- securi- 

other drafts ties* 
banks 

e l 5  16 17 18 19 20 2 1 22 23 24 25 26 27 

iD BA NKS-(contd.) 
8 . 7  10.5 9 .9  125.0 602.2 13.0 727.2 71.6 352.5 30.1 382.5 37.7 1,262.0 
9.1 15.0 11.2 115.1 605.0 8 .0  720.0 70.2 347.0 30.5 377.6 36.8 1,157.8 
8 . 5  10.1 15.5 113.8 591.2 7.7 705.0 68.4 352-9 30.5 383.5 37.2 1,258.5 
8 . 5  11.2 22.7 119-3 579.4 9.1 698.6 67.0 360.4 30.2 390.6 37.5 1,255.9 
8 . 1  10.6 12.0 113.6 598.2 15.9 711.8 68.7 375.3 30.1 405.4 39.1 1,276-5 
8.4  9.7 17.6 116.1 599.5 15.6 715.5 69.0 371.2 30.3 401.4 38.7 1,285.0 
8.3  9.8 15.1 134.6 586.9 13.6 721.5 63.7 365.0 30.3 395.3 37.6 1,280.1 
8.6 12.9 12.4 130.6 614.3 11.9 744.9 70.8 364.2 30-6 394.8 37.5 1,304.9 

LED BANKS 
8 . 7  1.7 0.2 1.4 27.1 - 28.5 80.3 9.0  2.5 11.5 32.4 47.8 
8 . 0  3 .0  0.2 2.1 39.4 0.1 41.5 70.6  20.6 3 -9  24.6 41.8 78.3 
7 - 7  2.5  0.7 2.0 37.8 0.2 39.8 6 7 - 0  20.1 4.2 24-2 40.7 76.2 
9.2 3.9 1.9 1 - 6  36.5 0.1 38.1 59.6  21.3 5.0 26.3 41.2 80.7 
9 . 1  3 .5  2.7 , 2.2 35.8 0.1 38.0 55.8 24.9 5.7 30-5 44.8 85.7 
8 . 3  3.2 1.9 3.2 39.4 - 42.6 58.6 25.5 6.6 32.1 44.2 90.7 

6 . 8  2.6 
6 . 5  2.6 
7 . 0  2.4 
7 . 3  2.8 
7 . 3  2.8 
7 . 9  2.9 
6 . 8  2.7 
7 . 0  2.7 
6 . 5  2.4 
6.4 2 -4  
6 . 8  2.4 
8 - 3  3.2 

BANKS 
11.1 15.1 - 

9 . 8  13.8 
9 . 4  12.8 

11.8 17.6 
10.2 18.4 
8-19 16.1 

9 . 8  13-3  10.6 105.2 565-'6 15.0 670.9 63.4 406.4 35.8 442.2 41.8 1,288.2 
8 .7  13.2 6.8 114.5 579.0 15.8 693.5 65.3 399-0 36-5 435.5 41 -0  1,28902 
8.4 13.1 7 .1  119.5 630.6 22.4 750.1 71.0 334.0 35-9 419.9 39.7 1,335.3 
8 . 5  13.6 10.3 123.6 673.0 11.6 756.6 7 0 - 3  379.5 36.2 415.8 35.6 1,332-9 
8 . 6  13.3 11.7 127.9 641.1 13.1 769.0 71.0 376.4 36.0 412-4 35.1 1,343.0 
9 . 1  17.9 13.2 117.4 644.3 8.0 761.7 69 -6  370.3 36-8 407.1 37.2 1.344-0 
8 . 4  12.8 17.5 116.5 '630.0 7.8 746.5 67 -9  376.4 36.9 413.3 37.6 1,343.8 
8 . 4  13.9 25.0 122.2 617.5 9.2 739.7 66.5 334.2 36.8 421.0 37.9 i,341-7 
8 . 0  13.0 14.8 116.1 676.0 15.9 752.1 68.0 399.6 37.9 437.5 39.6 1,363.4 
8 . 3  12.1 21.0 118.8 636.8 15.7 75506 68.2 395.5 38.4 433.9 39.2 1,372.7 
8.2 12.2 16.7 137.7 625.1 13.7 762.8 68.1 359.7 37-4 427.1 38.1 1,366-6 
8 . 6  16.1 14.3 133.8 653.7 12.0 787.5 70.0 389.7 37.2 426.9 37.9 1,395-5 -- 

t t  Relate to inland and such foreign import bills as are accounted through bills purchased and discounted account, 
* Include Treasury Bills and TDRs. 



STATEMENT 6 

PRINCIPAL RATIOS OF BANKING COMPANIES, 1955 & 1956 
(As on the last Frida.y of the _year) 

(Percentage) 

Exchange Other Sche- Non-Sche- A l l  Banks 
Banks duled Banks duled Banks 

Ratio of M - 7 - 7  

1955 1956 1955 1956 1955 1956 1955 1956 
1 2 3 4 6 6 7 8 9 

1. Reserves to paid-up capital* . . 86 85 64 57 88 90 
2. Demand deposits to total deposits . . 67 66 68 57 37 36 58 57 
3. Time deposits to total deposits . . 33 34 42 43 63 64 42 43 
4. Total paid-up capital and reserves 

to total deposits @ . . . . 7 7 18 I6 7 7 
6. Borrowings from banks to  total de- 

posits . . . . .. .. 10 26 4 6 2 2 5 9 
6. Cash in hand and balances with the 

Reserve Bank of India to total de- 
posits .. .. .. 8 7 10 8 9 8 10 8 

7. Balances with the agent of the Re- 
serve Bank of India and with 
other banks to  total deposits . . 1 1 2 1 6 4 2 1 

8. Investments in Government secu- 
rities to total deposits . . . . 25 22 41 36 36 35 38 33 

9. Total investments to total deposits 26 23 44 39 44 44 41 37 
10. Advance7 to total deposits . . 83 102 55 61 69 . 68 60 68 
11. Capitalised expenses to  total 

paid-up capital and reserves 6 .  . 1 . 1  4 4 3 5 

* Exclude banks incorporated outside India. 
@ In calculating the ratios under columns 8 and 9, paid-up capital of banks incorporated outside 

India has been excluded but their reserves have been included. 

STATEMENT 7 
RATIO OF PAID-UP CAPITAL A N D  RESERVES TO DEPOSITS OF 
COMMERCIAL BANKS IN INDIA ,  THE U. K., A N D  THE U, S, A,, 

1939-56 
(Percentage) 

India (Indian joint stock banks) United Un i ted  States 
End of A Kingdom o f  America 

Scheduled Non-Scheduled All bank& (Eleven (All commer- 
banks banks companies clearing banks) cial banks) 

1 2 3 4 6 6 

1939 .. . . 13 25 14 6 14 
1945 .. . . 6 11 7 3 7 
1949 .. . . 9 20 9 2 8 
1950 .. . . 9 21 9 2 8 
1951 .. . . 9 22 10 2 8 
1952 .. . . 9 22 11 2 8 
1953 .. . . 9 21 10 

8 
3 . . 8 

I954 .. 19 9 3 
1955 . . . . 7 18 8 3 

8 

1956 . . . . 7 16 7 3 
8 
9 

.Note :-The ratios have been calculated from data  available in  the Statistical Tables relating 
to Banks in India for the years 1839 and 1946 and thereafter from returns received from the 
bankinq companies under the Banking Companies Act. in  the case of India, and from fi u r a  available 
in the Banken' Magarine and the Federal R c r w e  Bulletin in the case of the U. K. an$ l c  U. S. A., 
rcspcctively. 



STATEMENT 8 
PRINCIPAL LIABILITIES AND ASSETS I N  l NDlA OF BANKING COMPANIES 

CLASSIFIED ACCORDING TO THE SIZE OF THEIR PAID-UP 
CAPITAL AND RESERVES, 1956 

(As on the last Friday of the year) 
(Amount in crores of rupees) 

No. of Paid-up Cash in Invest- Other Loans 
report- capital Deposits hand m y t s  invest- and 

Size of paid-up capital ing and ,-;-, and In ments advan- 
and reserve banklng reser- Demand Tune Total balances Govern- ces 

com- vcs with the ment 
panies* Reserve secu- 

Bank ritiest 
1 2 3 4 6 0 7 8 9 10 

A. SCHEDULED BANKS 

47 8.9  25.9 52.6 78.4 
(11.4) (33 .0)  (G7.0) 

25 62.1 489.3 339.4 828.6 
(6 .3 )  (59 .1 )  (41 .0 )  

72 61.0 515.1 391.9 907.0 
(6 .7)  (56 .8)  (43 .2)  

B. NON-SCHEDULED BANKS 
16 - - 0 .1  0.1 

(100.0) 

99 0.7 0 - 7  1.8 2.5 
(28 -0 )  (28.0) (72.0) 

178 3.6 5.4 15.3 20.7 
(17.4) (26.1) (73.9) 

67 4 .6  9.7 17.6 27.2 
(16.9) (35.7) (64-3)  

4 3 .1  10.6 12-3 22.9 
(13 - 5 )  (46 3) (53.7) 

354 12.0 26.4 47.0 73.4 
(16 -3 )  (36.0) (64 - 0 )  

C. ALL BANKS 
16 - - 0 .1  0.1 

(100 - 0)  

99 0.7 0 - 7  1 - 8  2.5 
(28.0) (28 0 )  (72.0) 

178 3.6 5 - 4  15.3 20.7 
(17.4) (26.1) (73.9) 

Rs. 5 lakhs and above but less 
than Rs. 6 0  lakhs . . . . 

Rs. 6 0  lakhs and above . . 
Total of  I and 2 . . . . 

Below Rs. 60,000 . . . . 
Rs. 60,000 and above but less 

than&. 1 lakh . . . . 
Rs. 1 lakh and above but less 

than Rs. 5 lakhs . . . . 
Rs. 5 lakhs and above but less 

than Rs. 5 0  lakhs . . . . 
Rs. 5 0  lakhs and above . . 
Total  of 4 to  8 . . . . 

Below Rs. 50,000 . . . . 
Rs. 50,000 and above but less 

than Rs. 1 lakh . . . . . 
Rs. 1 lakh and above but less 

than Rs. 6 lakhs . . . . 
Rs. 5 lakhs and above but less 

than Rs. 6 0  lakhs . . . . 
Rs. 5 0  lakhs and above . . 
T o t a l o f 1 0 t o 1 4  .. .. 

- -- - -- - - -  

Jete :-Figures in brackets indicate the percentages of individual items to total deposits of banking companies in 
each group. 

* Exclude banking companies incorporated outside India. 
.t Include Treasury Bills. 



STATEMENT 9 
CLASSrFlCATlON OF THE NUMBER O F  BANKING COMPANIES 
ACCORDING TO THE SIZE OF THEIR RESERVES IN RELATION 

TO THEIR PAID-UP CAPITAL, 1949-56 
No. of banking companies having 

A 
c > 

reserves reserves reserves 
Class of Last no less than 50% equal to or equal to or 

bankkg companies Friday reserves of the paid-up more than more than 
of capital 50% but less the paid-up Total 

than the paid- capital 
up capital 

----A 
Per- Per- Pet- Per- 

centage centage centage centage 
Num- to Num- to Num- to Num- to Num- 
ber total ber total ber total ber total ber 

1 2 3 4 5  6 7 8 9 10 11 
Scheduled banks ..I949 3 5 41 63 10 15 11 17 65 

1950 1 1 45 61 9 12 19 26 74 
1951 - - 45 59 10 13 21 28 76 
1952 3 4 40 52 11 14 23 30 77 
1953 1 1 38 52 12 16 22 30 73 
1954 2 3 31 43 19 26 20 28 72 
1955 2 3 32 44 16 22 22 31 72 
1956 2 3 29 40 17 24 24 33 72 

Non-scheduled banks . . 1949 37 11 202 60 48 14 49 15 336 
1950 28 8 203 01 49 15 65 16 335 
1951 26 9 173 57 49 16 53 18 301 
1952 .38 9 249 59 66 16 70 17' 423 
1953 28 7 248 60 70 17 68 16 414 
1954 26 7 2229 57 78 20 67 17 400 
1955 23 6 219 57 72 19 72 19 386 
1956 13 4 189 53 81 23 71 20 354 

All banks .. . . 1949 40 10 243 61 58 14 60 15 401 
1950 29 7 248 61 58 14 74 18 409 
1951 26 7 218 58 59 16 74 20 377 
1952 41 8 289 58 77 15 93 19 500 
1953 29 6 286 59 82 17 90 18 487 
1954 28 6 260 55 97 21 87 18 472 
1955 25 5 251 55 88 19 94 21 458 
1956 15 4 218 51 98 23 95 22 426 

Note :-(I) The statement excludes banking companies incorporated outside India. 
(2) The statement is based on returns as on the last Friday of the year and figures 

may not tally with the year-end figures in audited balance sheets. 

STATEMENT 10 
UNCLAIMED DEPOSITS HELD BY BANKING COMPANIES, 1954 & 1955 

(Amount in lakhs of rupees) 
December 31, 1954 DeTimber 31T1955p 

Number of reporting I A I r A 

banking companies 
t 

604 488 
Number of banking com- 
panies showing unclaimed 230 268 
 account^ c A I A 

Number Pcrcen- Amount Percen- Number Pncm- Amount Pocm- 
-l 

Particulars tage to tage to lagc to loge to 
to&l total tolal 

1 
total 

2 3 4 5 6 7 8 9 
I. Nature of accounts 

2. Current.. .. 50,268 26 44 25 63,008 26 44 24 
2. Savings.. . . 1,34,2W 71 83 47 1,43,388 71 04 62 
3. Fixed . . .. 910 - 42 24 043 - 37 20 
4. af ler3 .. .. 6,116 3 6 4 4,938 2 

11, Interest credited . . 6 3 
1 

111. Incidental charges 
1 f 

debited .. . . a * 
IV. TOTAL .. .. 1,90,589 100 I76 100 2,M,277 la0 la 100 

Lar than &. 60,000. 



STATEMENT I I 
PRINCIPAL LIABILITIES A N D  ASSETS IN INDIA OF BANKING COMPANIES 

CLASSIFIED ACCORDING TO THE SIZE OF THEIR DEPOSITS, 1956 

( As on the last Friday of the year) 
(Amount in crores of rupees) 

- -- 

No. of Paid-up Cash in Invest- Other Loans 
report- capital Deposits hand men& invest- and 

Size of deposits ing and - and in ments advan- 
bank~ng reser- Demand Time Total balances Govern- ces 

corn- ves* with the ment 
panies Reserve secu- 

Bank ritiest 
1 2 3 4 6 6 7 8 9 10 

A. SCHEDULED BANKS 
1. Below Rs. 6 lakhs . . .. 4 0.3 - - - - - - 0.2 

Rs. 6 lakhs to Rs. 10 lakhs . . 1 0.1 - 0.1 0.1 
(100.0') (100.0) 

Rs. 10 lakhs to Rs. 50 lakhs . . 9 .  ' 1.3- 1.4 ' 1.0' 2.4 
(54.2) (58.3) (41.7) 

Rs. 50 lakhs toRs. 1 crore . . 15 2.4 4.1 6 .5  10.6 
(22.6) (38.7) (61 -3) 

Rs. 1 crore to Rs. 6 crores . . 27 8 .3  26.6 33.4 59.9 
(13.9) (44.2) (55.8) 

Rs. 6 crores to Rs. 10 crores .. 12 6.9 39.9 46.7 86.6 
(6.8) (46.1) (53.9) 

Rs. 10 crores to Rs. 20 crores 9 '6.9' '65.7 '65.9' 121.5 
(5.7) (54.1) (46.0) 

Rs.20croresandabove .. 12 40.2 498.7 311.7 810.4 
(5.0) (61.5) (38.5) 

Tota l  of I t o  8 . . .. 89 65.5 636.4 455.2 1.091.6 
(6.0) (58.3) (41.7) ' 

'B. NON-SCHEDULED BANKS 
Below Rs. 5 lakhs . . .. 183 2.6 0.9 2.1 3.0  

(86.7) (30.0) (70.0) 
Rs. 6 lakhs to Rs. 10 lakhs . . 52 1.1 1.1 2.7 3.8  

(28.9) (28.9) 
12. Rs. 10 1akhs to Rs. 50 1akhs . . 89 2.9 5.0 

(17.2) (29.6) 
13. Rs. 60 lakhs to Rs. 1 crore . . 19 1.8 3.3 

(14 0) (25 6) 
14. Rs.1croretoRs.Eicrores .. 9 1.1 5.8  

(7.5) (39.5) 
16. Rs. 6 crores to Rs. 10 crores . . 1 0.9 2 .7  

(11.4) (34.2) 
16. Rs. 10 crores to Rs. 20 crores 1 ' 1-6' ' 7.8' 

(11.3) (54.9) 
17. Tota l  of 10 to  16 . . . .. 354 12.0 26.4 

(16.3) (36.0) (64.0) 
BANKS 

2.2 3.1 
(71 -0) 

2.8 3.9 
(71.8) 

' ' c: ALL 
18. Below Rs. 6 lakhs . . .. 187 3.0 0.9 

(96 8) (29.0) 
19. Rs.6lakhstoRs.lOlakhs .. 63 1.2 1.1 

(30.8) (28 ~ 2 )  
20. Rs. 10 lakhs to Rs. 60 lakhs . . 98 4.2 6 .4  . (21 a s )  (33.2) 
21. Rs. 50 lakhs to Rs. 1 crore . . 34 4.3 7 - 3  

(18.3) (31.1) 
22. Rs.lcroretoRs.5crores .. 36 9 . 3  32.3 

,- (12.5) (43.3) 
23. 11s. 6 crores to Rs. 10 crores . . 13 6.8 42.6 

(7.2) (45.1) 
24. Rs. 10 crores to Rs. 20 crores 10 8.5 73.4 

(6.3) (54.1) 
25. Rs. 20 crork and above . . 12 40.2 498.7 

(5.0) (61 ~ 5 )  
26. Tota l  of 18 t o  25 . . . . 443 77-5  662-8 

(6.7) (56.9) 

J'OL :-Figures in brackzindicate the percentages of individual items to total deposits of banking companies in ah 
group. 

+ Exclude paid-up capital of banking companiw incorporated outside India, 
t Includc Treasury Bills. 



STATEMENT I2 

DEPOSITS* OF SCHEDULED B A N K S  A T  VARIOUS RATES 
OF INTEREST, 1956 

(Amount in crores of rupees) 

Major Indian Exchange All Scheduled 
Scheduled Bankst Banks Banks 

Rate of interest Last day of r- r- 
Percen- Percen- Pcrctn- 

Amount tage to Amount tag8 to Amount tag<& 
total total total 

1 2 3 4 6 6 7 8 

1, Nil .. .. . . Mar. 1966 215.1 32.9 60.2 28.8 276.4 27.2 
June ,, 200.1 29.8 47.1 26.8 260-2 24.8 
Sept. ,, 204.8 30.6 48-0, 27.5 264.1 25.3 

2. More than 0% but Mar. 
upto and including June 
4% .. .. .. Sept. 

3. More than 4% but Mar. 
upto and including June 
4% .. .. . . Sept. 

4. More than 8% but Mar. 
upto and including June 
1% .. .. . . Sept. 

6. More than ?% but Mar. 
upto and Including June 
I*% .. .. .. Sept. 

6. More than 14% but Mar. 
upto and including June 
2% .. .. .. Sept. 

7. More than 2% but Mar. 
upto and including June 
2&% .. .. .. Sept. 

8. More than 2)% but Mar. 
upto and including June 
3% .. .. . . Sept. 

9. More than 3% but Mar. 
upto and including June 
4% .. .. . . Sept. 

10. More than 4% but Mar. 
upto and including June 
6% .. .. .. Sept. 

l1. Over 6% .. . . Mar. 
June 
Sept. 

Total . . . . Mar. 
June 
Sept. 

-- - - 

Note :-I. As the proforma of the survey of Interest Rates on Dcposits and Advances has been 
completrly revised and as the data cannot be presented on a comparable basis, the fi8ures for the 
last quarter have not been sh,lwn. 

2. Figures rellte to 9 major Indian scheduled banks and to 16 exchange b a n b  for each 
quarter ; in the case of all scheduled banks. to 84 in March, 87 in June and 86 in September 10.58. 

* Relate to deposits calculated on the same basis as for the return in Form XI11 under the 
Banking Compania Act, but exclude contingency unadjusted accounts. 

t Banks each with deposits of Rs. 26 crora and over. 



STATEMENT 13 

DEPOSITS* OF NON-SCHEDULED BANKS AT VARIOUS RATES 
O F  INTEREST, 1956 

(Amount in lakhs of rupees) 

Last day of March June September 
r- - - 

Rate of interest Amount Pcrccntngc Amount Pcrccntagc Amount Ptrccnta,qc 
to total tv total to iota1 

1 2 3 4 6 6 7 

1.Ni .. . . . . 
2. More than 0% but 

upto and including . . . .  +% -. 
3. More than 4% but 

upto and including 
)% . . . .  . . 

4. More than #% but 
upto and including 
1% .. . . . . 

5. More than 1% but 
upto and including . . . .  I+% ,. 

6. More than 14% but 
upto and including 
2% .. . . . .  

7. More than 2% but 
upto and including . . . .  24% .. 

8. More than 24% but  
upto and including 
3% .. . . . .  

9. More than 3% but  
upto and including 
4% .. . . . . 

10. More than 4% but 
upto and including 
5% .. . . . .  

. 
1 1 . O v e r 6 %  . . . .  

Total . . . .  
Xote :-1. As the proforma of the survey of Interest Rates on Deposits and Advances has been 

completely reviced and a5 the data cannot be presented on a comparable basis, the figures fur the 
last quarter have not been shown. 

2. Figures relate t o  340 banks for March, t o  351 banks for June and to 328 banks for 
September 1956. 

* R d a t e  to  deposits calculated on the same basis as for the return in F o m  XI11 under the 
Banking Companies Act, but exclude contingency unadjusted accounts. 
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STATEMENT 15 
I 

OWNERSHIP OF DEPOSITS OF BANKS IN INDIA, 1956 

(By Tykes of Dejositors) 
(Amount in lakhs of rupees) 

Scheduled Banks Non-Scheduled Banks* 
A A 

$ 3 I 7 
Number of reporting banks 85 87 164 155 

+-7*-t 
A 

Dec. 31, I965 Dec. 31,1956 Dec. 31,1955 Dec. 31, 1956' 
r--A-- -7 - r 

Percm- Percen- Percen- P m .  
1 

Amount &age Amount (age to Amount rage Amount lagc 
to total total to total rota1 
deposits dcposih deposib &$k?silt 

1 2 3 4 6 6 7 8 9 

I. BurIness deposits of 
1. Manufacturing concerns: . . . . . .  b9,93 6.0 59,85 6.6 81 1.3 65 0.9 . . . . . .  I a) Companies : . . 63,06 6.3 63,OQ 4.9 64 0-9  37 0.6 

i )  Textile manufacturing companies . . . . . .  (cotton, jute, wool, silk etc.) .. 17,02 1.6 .. .. 22 0.3 
(ii) Iron and steel, engineering heavy and 

. . . . . .  panics . . . . . . .. 14,45 1.3  .. . . 3 0.1 
6 light), metals and metal pro ucts com- 

(iii) Chemicals, dyes, paints and pharmaceu- . . . . . . . . . .  tical companies .. 4,56 0.4 . . . . 1 - . . . . . .  i iv) Sugar and g~tr companies .. 2,22 0 - 2  .. . . 1 - 
a) Vanaspati, soap, vegetable oil crushing 

and refining t ompanies . . . . . . . .  .. 3,12 0 .3  . . . . 4 0.1 ; 

I m) Other manufacturing companies . . .. 11,72 1.1 . . . . 7 0.1 . . . .  b) Partnerships and others . . el87 0.7 c,76 0.6 27 0-4 18 0.3 . . . .  2. Trading concerns : . . . . 173,30q 17.4 171,291 16.9 5,137 8.3 6,737 9.0 . . . .  Companies . . . . . . 40,65 4.1 39,33 3.7 36 0.6 31 0.5 
b Othen (individual proprietors and M . . . .  partnerships) . . . . 73,86 7.4  77,60 7.2 1,78 2.9 2,03, 3.2 

3. Public utilities ( e . ~ . ,  transport and communi- . . . .  cations, gas, electricity etc.) 11,43 1.2 12,74 1.2 38 0-6 36 0.6 . . . . . .  4. Mining concerns . . 3,63 0.4 3,72 0.3 2 - 2 - . . . . . .  6. Plantation ,, . . . . 11,00 1.1 10,65 1 -0  23 0.4 10 0.2 . . . .  . 6. Financial ,, . . . . . . 75,55** 7.6 66,61** 6.2 2,04** 3-3 2,42** 3.8 . . . .  Banks . . . . . . 33,96 3.4 24,48 3.2 72 1.2 1,17 1.8 
b Co-operative banks and cocieties . . 6,66 0.7 9,09 0 .8  23 0 - 4  24 0.4 
c) Insurance rompanies (other than the Life r1 

InsuranceCorporation of India) and other 
financial institutions . . . . . . 19,18 1.9 8,41 0.8 27 0.4 11 0.3 

7.  Others . . . . . . . . . . 18,Ol 1.8 13.17 1.2 44 0.7 42 0.7 
Total business deposits . . .. 352,85 35.5 338.02 31.4 9.04 14.5 9.61 15.1 

11. Personal deposits . . . . . . . . .. 440.63 44.3 487.99 45.4 36,69 59.0 39.32 63.7 
Ill. Government and  quasi-Govt. bodies:. . . .  76,04 7.7 11 1,50 10.4 8,40 13.5 6,43 10.1 

(a) Municipalities, municipal corporations, 
port trusts, Life Insurance Corporation of 
India, Industrial Finance Corporation 
of India, etc. . . . .  . . . . . .  . . 84.91 7.9 . . . . 6,74 9.0 

(6) Othen . . . . . .  . . . . 26,.59 2.5 69 1.1 
IV, Others  . . . . . .  . . . . 94,94 9:6 104.42 9.7 4,i0 ii'-6 4.43 7.0 
V .  ~nclassified'f . . . . . . .. 29,20 2.9 32.84 3.1 3,9I 6.3 3.93 6.7 

7 ' 0 t a l o f l ' ~ o V . .  . . . .  . . 993,66 100.0 1074,81 100.0 62,15 100.0 63,72 100.0 

* Each having total  deposit^ of Rs. 6 lakhs and over. 
t Accounts of less than Rs. 600. 

lncludes time deposits of trading concerns. ** W u d e  time deposits of financial conccrrw. 











STATEMENT 18 

CLASSIFICATION OF THE NUMBER O F  BANKING COMPANlES 
ACCORDING TO T H E  RATIO OF THEIR INVESTMENTS IN 

GOVERNMENT SECURITIES T O  TOTAL DEPOSITS, 1935 & 1956 

(As  on the, last Friday of the year ) 

Percentage of Scheduled Banks Non-Scheduled Banks All Banks 
investments i n  I-*.-, ,-----h------7 

Government 1966 1956 1955 1956 1956 1966 
securities to rA-7 ,-2-7 7- +- r -7  7- 

total deposits Num- Percen- Num- Percen- Num- Percen- Num- Percen- Num- Percen- Num- Percen- 
ber tage to ber tage to ber tage to ber tage to ber tage to ber tagc to 

total total total total total total 

Below 1 . . 
From 1 to  10 . . 
From 11 to 20 . . 
From 21 to 30 . . 
From 31 to 40 . . 
From 41 to  50 . . 
From 61 to 80 . . 
81 and above . . - 

Total . . 

STATEMENT 19 

CLASSIFICATION OF THE NUMBER OF BANKING COMPANIES 
ACCORDING TO THE RATIO O F  THEIR ADVANCES TO T O T A L  

DEPOSITS, 1955 & 1956 

(As  on the last Friday of the year)  

Scheduled Banks Non-Scheduled Banks All Banks 
r v - r  

A 
\ 

1955 1966 1955 1966 1955 1056 +- -- c--7 ,---7,---+ 
Percentage of Num- Perccn- Num- Percen- Num- Perccn- Num- Percen- Num- vprcen- Num- Perzcn- 
advances to ber rage to ber t a p  to bcr tage to ber luge to ber tage t o  ber tag6 to 

total deposits total total total total total total 

Lessthan31 .. 3 3 1 1 14 4 13 4 17 4 14 3 
From3l tof iO. .  18 20 12 13 26 1 24 . 7 44 9 36 8 
From B l  to 70 . . 43 48 39 44 106 27 85 24 149 31 124 28 
From 71 to 100 11 12 21 24 102 26 111 31 113 24 132 30 
Above 100 . . 14 16 10 18 139 36 121 34 163 32 137 31 

Total . , 89 89 387 354 476 443 



STATE 
.VELOCITY O F  CIRCULATION 

Average of current deposits 
L r 3 

Classification Of business and Total 
individuals 
b +-7 
I956 1956 1955 1956 

1 2 3 4 6 . . . . . . . . .  I . All Scheduled Banks: 338.0 353.7 363.4 384-5 

. . . .  Major Indian+* . . . .  . . . .  . . 
I f  . Statest 

Group I 
Andhra . . 
Bihar . . 
Bombay 
Madhya ~ra&sh 
Madras . . 
Orissa . . 
Punjab 
Uttar ~radesi '  
West Bengal 

Total o f  group I 
Group II 
Hyderabad . . . .  . . . . . . . .  Madhya Bharat . . . . . . . .  Mysore . . 
Rajasthan . . . . . .  . . . . . . . .  Saurashtra . . 
Travanwre-Cochin . . . . 

. . . .  Total of  group 11 23.4 25.4 27 .0  29.1 
Group Ill . . . .  Delhi . . . . . .  . . 19.1 21 -4 23.3 26.7 
Ajmer and Bhopal . . . . . . . . . .  0.9 1.0 1.1 1.2 

. . . .  Total o f  group 111 20.0 22.4 24.4 2 7 . 9  
Group I V  . . . . . .  Jammu and Kashrnir .. 1.0 0.6 1.6 . 0.6 

Ill . Population Groups 
Ten lakhs and over . . . .  . . . . 250.9 264.3 265.2 283.9 
Five lakhs to ten lakhs . . . . . . . .  25.1 27.0 27.6 29.4 
Two l abs  to five lakhs . . . . . . . .  34 - 2  34-4 39.6 40.1 
One iakh to two lakhs . . . . . . . .  27.7 28.0 31.1 31.1 

IV . Major Cities 
Bombay . . . . . . . . . . . .  116.4 124.9 120.6 132.2 
Calcutta . . . . . . . . . . . .  98.6 100.7 102.5 106.3 
Delhi . . . .  . . . .  . . . .  19.1 21.4 23.3 26.7 . . . .  Madras . . . . . . . .  18.0 17.2 18.9 18.7 

Total  of I V  . . . . . .  250-9 264.3 265.2 283.9 
2 

Note : Figures for 1966 are provisional and cover the period January to October 1956 ; while 
the average of current deposits is based on the month-end figures for the fint ten month. debits 
to such accounts refer to the total of the first ten months of the year . The rate of turnover of current 
deposits is. however. calculated on an annual basis. 

t The data for Stata are on prc-reorganisation basis. 
** Banka each with depariu of 26 crores and over. 



MENT 20 

OF DEPOSIT MONEY,* 1955 & 1956 
(Amount in crores of rupees) 

- - - 

Total of debits to current deposit accounts 

Of businns and Total 
individuals 

"1955 
\ 

1956 
6 7 8 9 

- - 

Rate of turnover of current deposits@ 
t 

L 
\ 

0 f. business and Owrall rate 
rndiridualc 
&& 

1966 1956 1955 1956 
10 11 12 13  

47.2 47.4 45.2 45.3 

* Relates to scheduled bank offices operating in towns with a population of one lakh and over. 
@ Total of debits to  current accounts for twelve months divided by the monthly average of 

current deposits for the-*year. 



STATE 

DEBITS TO DEPOSIT ACCOUNTS 

Number of reporting Current deposits 

As at the close of A 
I- 

A 
1 I > 

Banks Offices Of business Total 
and individuals 

A . MAJOR INDIAN ** 
1955 . . 
1956 
1956. ( ~ o n z l ~ )  

January 
February 
March 
April 
May 

. June 
July 
August 
September 

' October 

B . EXCHANGE 

1955 . . . .  . . 15 
1956 . . . . 15 
1956-(MO~&) 

January . . . . 15 
February . . . . 15 
March . . . . 15 
April . . . . 15 
May . . . . 15 
June . . . . 15 
July . . . . 15 
August . . . . 15 
September . . . . 15 
October . . . . 15 

. 
JVote:-Footnotes are given at the end of the statement . 



MENT 21 

WITH SCHEDULED BANKS,* 1955 & 1956 

Classification 
(Amount in crom of rupm) 

Debits to current deposit 
accounu 

Of business 
and 

individuals 

G 

Total 

6 

BANKS 

8,308.6 
7,476.0 

712.2 
780.3 
813.8 
770.2 
782.7 
698.3 
730.0 
685.6 
735.2 
766.8 

BANKS 

4,648-0 
4,009 0 

-383.0 
431.9 
444-2 
427 - 3 
414-0 
386.6 
361-6 
369.9 
387-9 
402.7 

Total of 
approved cash 
credit andlor 
overdraft 

limits 

Total 
credit 

oubtand- 
ing 

Of bcrrincsf Outrall 
and raft 

indwidualc 

0 10 



STATE 

DEBITS TO DEPOSIT ACCOUNTS 

Number of reporting Current deposits 

As at the close of l r  
A 

Banks Offices Of business Total 
and individuals 

1956 . . 
1966 
1956-(~ontfiy) 

January 
February 
March 
April 
May 
June 
July 
August 
September 
October 

1965 . . 
1966 
196\i--(~on;il~) 

January 
February 
March 
April 
May 
June 
July 
August 
September 
October 

C . OTHER 

46.9 
44-6 

40.9 
39.7 
41-0 
44-6 
43.6 
46.3 
44-6 
44.7 
43.4 
44-6 

D . ALL 

385.5 
377.1 . 
393 -7  
387.2 
392.7 
388.2 
386 - 8  
380.0 
379-7 
382 - 4  
377.2 
377.1 

Note :-Figures for 1956 are provisional and rover the period January to October; while the 
current deposit figures are as at the close of October 1956. debits to such accounts refer to the total 
of the first ten months of the year . 



67 
/ 

MENT 21-(Conid.) 

WITH SCHEDULED BANKS,* 1955 & 1956 

Classification 
(Amount in c toru  of rupees) 

Total of 
Debits to current deposit approved cash 

accounts credit and/or 
r L , overdraft 

Of business Total limits 
and 

individuals 

Total 
credit Rate of turnover of 

outs tand- current dcpoJits@ 
ing 

Outrall o~.u?- 
and rob 

individuals 

BANKS 

BANKS 

* Relates to offices operating in towns with a population of one lakh and over. 
@ Total of debits to current accounts for twelve months divided by the monthly average of 

current deposits for 1955 ; for 1956 the estimated total of debits for twelve months divided by the 
average of current deposits for ten months. Monthly rates of turnover are calculated on an annual 
basis. 

** Banks each with deposits of Rs. 25 crores and over. 



STATE 

ADVANCES OF SCHEDULED BANKS AGAl NST 

INDIAN SCHEDU 

Jan . Feb . Mar . Apr . 
Last Friday of 1 2 3 4 

M;Y 

- 
Number of reporting offices 'I- t t t 2. 649 

I . Food articles : 

1 . Paddy and rice . . . .  . . . . .. 14. 10 19. 30 24. 66 26. 07 22. 09 
2 . Wheat. gram. other grains and pulses . . . .  7. 96 6. 94 7. SO 9. 94 14. 81 

II . Industrial raw materials : 

. . . . .  3 . Groundnub . . . . . . . . 8. 72 9. 74 9. 72 9. 62 7. 01 
4 . Other oilseeds9 . . . . . . . . . . 9. 88 . 9. 26 11. 25 14. 05 15. 26 
6 . Raw jute* . . . . . . . . . . . . 13. 63 13. 72 15. 85 . 10. 58 9. 20 
6 . Cotton and kapas . . . . . . . . .. 35. 76 37. 63 49. 79 38. 62 38. 93 
7 . Hides and skins . . . .  . . . . . . . . . . . . 1. 28 86 

8 . Pepper** . . . .  . . . . . . . . 1. 09 1. 14 1. 35 60 52 . . . .  . 9 Cashewnuts . . . . . . . . . . . . . . 4. 28 3. 99 
10 . Tea. coffee and rubber . . . . . . . . . . . . . . 10. 98 10. 46 

TOTAL (l+ll+lll)  . . . .  . . . . . . 91.13 97.73 120. 32 126. 02 123. 13 

IV . Manufactures and minerals : 

. . . . . .  11 . Cotton textilest .. . . . 30. 85 32.59 . 33. 95 45. 27 43. 71 
12 . lute textiles . . . . . . . .  . . . . . . . . . . 6.41 6.93 
13 . ather  textiles . . . . . . . .  . . . . 6162 6;03 
14 . Sugar and gur . . . . . . . .  . . .. 28'. 82 36. i l  46. 69 61. 74 52. 39 
16 . Chemicals. dyes and pharmaceuticals . . . . . . . . . . 4. 11 4. 32 
16 . Iron. steel and engineering . . . .  . . . . . . . . . . 28. 63 27. 83 
17 . Other metals and metal products . . . . . . . . . . . . 8. 76 8. 21 
IS . Coal. manganese. mica and other minerals . . . . . . . . . . 4. 38 4. 67 

TOTAL OF IV .. . . . .  . . .. 59.67 i.69.10 i80. 64 154.82 152.99 

V . Other  securities : 

19 . Government and other trustee securities . . . . . . 
(a) Of which to share and stock brokers and dealers . . 
(6) To others . . . .  . . . . . .  . . . . 

20 . Shares and debentures of joint stock companies . . . . 
(a) Of which to share and stock broken and dealers . . .. 

(6) To others . . . . 
21 . Gold and silver bullion'iother %an td 'bank ' . . i.il 
22 . Assets of industrial c6ncern.s (other thin those 

specified above) . . . . . . . .  . . 
23 . Composite advances . . . . . . . .  . . 1;+2 

TOTAL OF V . . . . . . . . . .  3. 83 2. 9 1 3. 16 130.72 141.78 

TOTAL of I to V . . . .  154.63 169. 74 204. 12 411.56 417. 89 

No&:-For footnota ~x at the md of the rtatuncat . 



MENT 22 

PRlNClPAL TYPES OF SECURITIES, 1956 
(Amount in lakhs of rupees) 

LED BANKS EXCHANGE BANKS 
A 1 

1 I 

June July Aug. Sept. Oct. Nov. Dec. Jan. Feb. Mar. Apr. May June 
6 7 8 9 10 11 12 13 14 16 16 17 18 



ADVANCES OF SCHEDULED BANKS 

EXCHANGE BANKS (Contd.) 
7 

h . 
J~;Y 

~ u g  . Sept . Oct . Nov . 
Last Friday of 20 2 1  22 2 3  

Number of reporting offices 63 64 62 62 62 

I . Food articles : 
1 . Paddy and rice . . . . . . . .  . . 18 8 6 5 8 
2 . Wheat. gram. other grains and puLw . .  34 2 6  34 23 13  

II . Industrlal raw materials : 
3 . Groundnuts . . . . . . . . . . . .  62 7 6 3 4 ........ . . . . . . . .  4 . Other oilseeds@ . . 68 4 2  3 0  26 2 1  . . . . . . . .  b . Raw jute* . . . . 1, 66 1, 5 1  1, 37 1, 57 1. 67 
6 . Cotton and kapas . . . . . . . . . .  1 4 1 7  12. 3 1  11. 79 9. 90 12. 66 . . . . . . . .  7 . Hides and skins . . 2. 79 2. 67 2. 78 2. 57 2. 74 

Ill . Plantation products : . . . .  8 . Pep er** . . . .  . . . . . . . .  o . ~asRewnuts . . . . . . . . 
10 . Tea. coffee and rubber . . . . . .  . . 

. . . .  TOTAL (If II+III) . . . . . . 
IV  . Manufactures and minerals: 

. . . . .  11 . Cotton textiles$ . . 
12 . Jute textiles . . . .  . . . . . . . . .  13 . Other textiles . . . . 
14 . Sugar and gur . . . . . . . . 
16 . Chemicals. dyes and pharmaceuticals 
16 . Iron. steel and engineering . . . . 
17.' Other metals and metal products . . 
18 . Coal. manganese. mica and other minerals 

TOTAL OF I V  . . . . . . . . 
V . Other securities : 

19 . Government and other trustee securities . . .. 1. 84 1. 58 1. 8 1  2. 13 1. 74 
(a) Of which to share and stock brokers and dealers 4 1  27 3 3  47  51 
(b) To others . . . . . . . . . . . . 1. 43 1. 31 1. 48 1. 6 6  1. 23 

20 . Shares and debentures of joint stock companies . . 9. 19 9. 70 12. 42 12. 95 12. 95 
(a) Of which to share and stock brokers and dealers 1. 20 1. 07 1. 37 79 80 
(b) To others . . . . 7. 99 8. 63 11. 0 6  12. 16 12. 15 

2 1  . Gold and silver bullion'(other &an td banksj ' . . 27 21 2 0  20 13 
22 . Assets of industrial concerns (other than those speci- 

fied above) . . . . . . . . . . 8. 00 7. 34 8. 4 6  8. 68 9. 40 
23 . Composite advances . . . . . . . . . . 4. 77 5. 16  6. 7 6  6. 64 6. 76 

TOTAL OF V .. . . . .  . . . . 24. 07 23. 99 28. 65 29. 50 29. 97 

T O T A L  of I to V . . . .  .. 129.13 126. 01 131. 18 133. 52 138. 58 

@ Includes copra and other coconut products upto and including March 1056 . 
* Includes hrssian upto and including March 1966 . 

*q Includes other export spiccs u to and including March 1956. 
$ Includes yam upm and includ!m8 March 1950 . 



M E N T  22-(Contd.) 

AGAINST PRINCIPAL TYPES OF SECURITIES, 1956 
-- 

(Amount in lakiu of rupca) 

ALL SCHEDULED BANKS 
- I  A . . 

D Jan. Feb. hlar. Apr. hfry June JGy Aug. Scpt. Oct. Nov. Dec. 
24 25 26 27 28 29 3 0  32  33 34 36 36 

N.B. From April 1966, figures are based on the Fortnightly Survey conducted by the Reserve Bank and relate to 
the last Friday of each month ; data for the first quarter are based on returns submitted by banks to the Bank's Depart- 
ment of Banking Operations. 

tNot available since data were obtained from head offices of banks. 



STATE 

ANALYSIS OF ADVANCES OF SCHEDULED 

December 31, 1955 -- 
86 

Number of reporting banks I L > 
Amount Percezf- Percent- 

age to gr@ agt lo total 
total advances 

1 2 3 4 

I .  Industry: 
1. Cotton (ginning, pressing and weaving, etc.) . . . . . . . .  2. Jute . . . . . .  . . . . . . . . . .  3. Other textiles . . . . . . . . . . . .  4. Iron and steel . . . . . . 
6. Coal, other mining and quarrying . . . . . . 
6. Engineering . . . . . . . .  . . . . . . 

t i) Heavy industries and stmctur& . . . . . . . . . . . .  ii) Light engineering . . . . . . . . . . . .  7. Sugar andgur , . . . 
8. Vegetable oil crushing and refining (including vanaspati, 

soap, etc.) . . . . . . . . . .  , . . . 
9. Chemicals, dyes, paints and pharmaceuticals . . . . . . . . . . . .  10. Cement . . . . . . 

11. Public utilities (8.g. transport and communications, gas, 
electricity, etc.) . . . . . . . . . .  . . . . . . . .  12. Othrn . . . . . . 

Total o? I .. . . . . . . . .  . , 
II. Commerce: 

13. Wholesale trade . . . . . . . . . .  . . . . . . . .  (i) Agricultural commodities . . . . . . . . . .  (a) Foodgrains . . 
(1) Paddy and Rice . . . .  . . . . 
(2) Wheat . . . . . . . .  . . 
(3) Other foodgrains, grams and pulses . . 

(b) Cotton . . . . . . . . . . . .  . . . .  (4 Jute . . . . . . . .  
(d) Ollseeds . . . . . . . . . .  . . 
(e) Tea . . . . . . . . . . . .  
(-0 Sugar and gur . . . . . . . . . .  . . . .  (g) Other agricultural commodities . . . . . .  (ii) Non-agricultural commodities 
(a) Wholesalers in textiles (cotton, jute, wool, 

silk, etc.) . . . . . . . . . . . .  
(6) Hardware, machinery, engineering products 

and metal products . . . . . . . .  
(c) Chemicals, dyes, paints and pharmaceuticals . . 
(d) All othen . . . . . . . . . . . .  

14. Retail trade . . . .  . . . . . . . . . .  
16. Dealers in government securities, stocks, shares, etc. .. 
16. Dealers in bullion . . . .  . . . . . .  . . . . . . . . . .  17. Shroffs . . . . . . 
18. Joint stock ebanks . . . . . .  . . . .  
10. Co-operative banks . . . . . . . . . . 
20. Other financial institutions .. . . . . . . 
21. Others . . . . . .  . . . .  . . 

Total oi'11 . . . . . .  ,, . . . . 
Ill. Agriculture: 

22. Food crops (wheat, rice, other cereals, pulses ctc.) . . - 23. 0th- agricultural produce (jute, cotton, tobacco, oil- 
seeds, tea, coffee, etc.) . . . . . .  . . . . 

24. Othen . . . . . . . .  . . . . 
Total oylil .. . . . . . . . .  

JV. 25. Personal . . . . . . . .  . . ..I . . 

. . . . . . . . . .  V. 26. Professional . . 
VI. 27. All others . . . . . .  . . .. 34.1 6.3 

Total of l to VI  . . . . . . . .  . 644.9 Y00.0 - - - ---- 1-- - * -----_ - --I--- ---a",..--" -- - - . -I ---I--- - -- t Excluding advance fo phannaccuticalt inductry. * Hclafc to advances to sugar industry ody, 
** R&tc to advjflcu t w b l t u ) ~  miden h mgar only, 



MENT 23 

BANKS ACCORD1 NG TO PURPOSE, 1956 
(Amount in crores of rupees) -- 

March 31, 1056 June 30, 1956 December 31, 1956 
L 

f l I 
A 

84 
\---h---? 

86 86 
A L r I I 1 I \ 

& 

Amount Percent- Percent- Amount Percent- Percent- Amount Percent- Percent- 
age to group age to total age togroup age to total age to group aJc to total 

total advances total advances total  advance^ 
5 6 7 8 9 10 11 12 13 

62-7 22.5 8.1 7 2 . 9  24.3 9.5 8 1 . 6  26.7 10.3 
23-1  8.3 3.0 19.4 6 - 5  2.5 26 .5  8.7 3.3 
18.9 6.8 2.4 22.3 7 . 4  2.9 2 1 . 0  0.9 2.6 

7 - 7  2.8 1.0 8 . 3  2.8 1 .1  7 . 7  2.5 1.0 
7 . 1  2.5  0 - 9  6 . 7  2 .2  0.9 7 . 9  2.6 1.0 

32.9 11 ~8 4.3 40.5  13.5 5.3 68.4 19-1 7.4 . . . . . . . . . . . . 19 .8  6.5 2.5 . . 38 .6  12.6 4.9  
48:8* 1;:5 6-3 5d:7* 16:9 i.6 3 2 . 5  10.6 4 -1 



74 
STATE 

ANALYSIS OF ADVANCES OF NON-SCHE 

December 31, 1955 
A 

t \ 

Number of reporting banks 349 
f 

A 

Amount . Percentage Percentage ' 
togroup I% total 

total advances 
1 2 3 4 

I. Industry 
1. Cotton (ginning, pressing and weaving etc.) . . .. 2,13 
2. .Jute . . . . . . . . . . . . . . 7 
3. Other textiles .. . . . . . . .. . . 23 
4. Iron and .tee1 . . . . . . . . . . . . 24 
5. Coal, other mining and quarrying . . . . . . 20 
6. Engineering . . . . . . . . . . . . . . 32 

(i) Heavy ennineering and structurals . . . . . . . . 
( i i) Ligh <engineeringw . . . . . . . . . . . . 

7. Sugar and gur . . . . . . . . '. . . . 14* 
8. Vegetable oil crushing and refining (including vanaspati, -- 

soap, etc.) . . . . . . . . . . .. .. 76 
9. Chemicals, dyes, paints and pharmaceuticals . . . . 

10,Cement .. . . . . . . .. .. .. l o t  - 
11. Public utilities (e.g. transport and communications, gas, 

electricity etc.) . . . . . . . . . . . . 62 
12. Others .. .. . . . . . . . . 2,11 

l o t a i  bf l . . .. . . . . . . .. 6,91 
11. Commerce 

13. Wholesale trade . . . . . - .. .. .. 7,52 
( i )  Agricultural commodities . . . . . . . . 4,48 

(a) Foodgrains . . . . .. .. .. . . 
(1) Paddy and rice . . . . . . . . . . 

- (2) Wheat . . .. .. .. .. . . 
(3) Other foodgrains, gram and pulses . . . . 

b) Cotton .. .. . . ,. .. .. 93 . . . . .. .. 2 . . . . .. .. 65 .. .. . . .. .. .. 13  [A z:iar and cur . . . . . . . . . . 24** 
( R )  Other agri~ultural commodities .. .. 2 5 1  

(ii) Non-agricultural commodities . . . . . . 3,04 
(a) Wholesalers in textiles (cotton, jute, wool and 

silk etc.) . . . . . . . . . . . . . . 
( 6 )  Hardware, machinery, engineering products 

and metal products. . . . . . . . . . . 
(c) Chemicals, dyes, paints and pharmaceuticals . . . . 
(d )  All others . . . . .. . . .. .. 

14. Retail trade . . .. .. .. . . . . . . 3,;; 
15. Dealers in Government securities, stocks, shares etc. . . 69 
16. Dcalen in bullion . . . . . . . . .. .. 20 
17. Shroffs .. .. . . . . . . ,. .. 29 
18. Joint stock banks . . . . . . . . . . . . 2,44 
19. Co-operative banks -. .. . . . . . - 16 
20. Other financial institutions . . . . . . . . 27 
21. Others .. .. . . .. . . 2,67 

T O ~ ~ I  of ii . . .. . . . . .. 17,51 
I l l .  Agriculture 

22. Food crops (wheat, rice, other cereals, pulses etc.) . . 71 
23. Other agricu!tural produce ( jute, cotton, tobacco, oil- 

seeds, tea, coffee, etc.) . . . . . . . . . . 65 
24. Others .. .. .. .. .. 82 

~ O i i i  of  ilj . . . . .. . . . . 2,08 
IV. 25. Personal 
V. 26. Professional .. . . . . . . . . . . 
VI. 27. All others . . .. .. .. .. 2.54 - -  TOTAL O F  -- 1 - ;b V1 . . .. .. 38,95 * Relate to advances to suqar industry only. 

t Exclutiing advances to pharmaceutical industry. 
** Rclatc m advanca to wholcsaie tradm in sugar. 



MENT 24 
DULED BANKS ACCORDING TO PURPOSE. 1956 

(~rnount  in lakhs of rupees) 
March 31, 1956 

- -- 
.June 30, 1956 December 31. 1956 

A 
-I-- 1 

336 344 320 
A -7 f A l I \ 

Amount Percentage Pcrcentagc Amount Percentage Pcrcenta,gc Amount Ptrcentagc Percrnlogc 
to group to total to group to total togro6tp to total 

total advances to&l advances tolul advances 
6 6 7 8 9 10 11 1 2  13  

. . . . . . 16 1.8 0 .4  
22* 3.1 d.2 ib* 2.9 o: k 20 2.4 0.6 



STATEMENT 25 

ANALYSIS OF ADVANCES OF SCHEDULED BANKS ACCORDING TO 
SECURITY, 1956 

(Amount in crores of rupea) 

December 31,1955 March 31, 1956 June 30, 1956 
~ - - ~ 7 7 ~ - - 7 I  

A 

Number of reporting banks 
-l 

86 84 86 ,-- ---7 7 - - - 7  I 
C 

Percen- Percen- Percen- Percen- P~rcen- ~ e r c d  
Amount tage to tage to Amount tage to  tage to Amount tage to tale to 

group total group total group total 
total advances total advances total advances 

1 2 3 4 6 6 7 8 9 10 

I. Secured advances 
1. Government and other trustee securities . . 43.6 8.0 6.8 61.1 7.7 6.6 37.9 5.7 5.0 

2. Gold and silver bullion . . . . . . 2.4  0 - 4  0 .4  1.9 0.3  0.2 0.9 0.1 0.1 

3. Gold and silver ornaments . . . . . . 13.4 .  

4. Shares of joint stock companies etc. . . 64.0 

6. Merchandise : . . . . .. .. 3,08.2 

( i )  Pledged to the banking company under 
the banking company's lock and key : 1,29-6 

(a)  Foodgrains . . . . .. . . 13.9 

(b)  Other agricultural conunodities . . 41 -6  

(c) Non-agricultural commodities . . 74 - 0  

(ii) Hypothecated to the banking company : 1,78.6 

(a)  Foodgrains . . . . . . . . 6.1  

(b)  Other agricultural commodities . . 62.4 

(c) Non-agricultural commodities . . 1,Zl.l 

6. Real estate : . . . . . . . . . . 22.7 4.2 3.5 22.7 3.4 2 . 9  24-0 3.6 3.1 

(a) Agricultural land . . . . . . 1.5  0.3 0.2 1.3  0.2 0 . 2  1-3 0.2 0.2 

(b) Other properties ' . . . . . . 21.2 3.9 3.3 21.4 3.2 2.8 22.7 3 - 4  2 - 9  

7. Fixed deposits : . . . . . . .. 12.3 2-3  1 . 9  11.7 1 .8  1 . 5  11.6 1.7 1.6 

(a )  With the banking company . . 12.0 2.2 1.9 11.4 1 . 7  1 . 4  11.1 1 -7  1.5 

(b) With other banking companies . . 0.3 0.1 0 -1  0.3 - - 0.4 0.1 - 1 
8. Other secured advances . . I .. . .- 76.6 14.1 11.9 81.8 12.4 20.6 81-1 12.3 10.6 

Total of I . . . , . . . . 543-1 100.0 84-2 6,61.3 100.0 85.9 6,61.4 100.0 86.6 

11, Unsecured advances . . . . . . . . 1,01.9 15.8 1,08.9 14.1 1,02-5 13.4 

Total of I and I1  . . . . . . 6,44.9 100.0 7 ,701  100.0 7,63.9 100-0 I 

- 
Nole :-As the survey of bank advances according to security on this basis has been discontinued, data for sub- 

sequent quarrers are not ava~labie. 



STATEMENT 26 

ANALYSIS OF ADVANCES OF NON-SCHEDULED BANKS ACCORDING TO 

SECURITY, 1956 

(Amount in lakhs of rupees) - 
December 31, 1955 March 31, 1956 June 30, 1056 

r A 

Number of reporting banks 349 '-- 33 6 
7-- 

Perccn- Percen- Perm- Percen- Rrcen- P w n -  
Amount tagc to tage to Amount tage to :age to Amount tage to tagc to 

group total group tofal group total 
total advances total aduanccs total advances 

1 2 3 4 6 6 7 8 D 10 

I. Secured  advances 

1. Govenunent and other trustee securities 22 0.8 0.6 19 0.6 0.5 19 0.6 0 a4 

2. Gold and silver bullion . . - . . .. 9 0.3 0.2 3 0.1 0.1 9 0.3 0.2 

3. Gold and silver ornaments . . .. 6,87 24.0 17.7 6,80 22.1 16.6 6,92 21.6 16.4 

5. Merchandise : . . . . . .. 8,05 28.2 20.7 9,42 30.6 23.0 10,64 33.2 25.2 

(i) Pledged to the banking company under 
thebankingcompany'slockandkey: 5,79 20.3 14.9 6,96 22.6 17.0 7,60 23.7 18.0 

(a)  Foodgrains . . . . . . .. 91 3.2 2.3 1,21 3.9 3.0 2,70 8.4 6.4 

(b) Other agriculturalcommodities .. 3,15 11.0 8-1 3,60 11.7 8.8 2,86 8.9 6.7 

(c) Non-agricultural commodities . . 1,73 6.1 4.5 2,16 7.0 5.3 2,06 6.4 4.9 

( i i )  Hypothecated to the banking company: 2,26 7.9 5-8 2,46 8.0 6.0 3,04 9.5 7.2 

( a )  Foodgrains . . . . . . .. 15 0.5 0-4 15 0.5 0.4 19 0.6 0.6 

(6) Other agricultural commodjties , . 46 1.6 1.2 60 2.0 1.5 1,06 3.3 2.5 

(c) Non-agricultural commodities . . 1,65 5.8 4.2 1,71 5.6 4.2 1,78 5-6 4.2 

6. Real  estate : .. .. . . .. 7,94 27.8 20-4 7,70 25.0 18.8 7,60 23.7 18.0 

( a )  Agricultural land . . . . .. 1,61 5.6 4.1 1,61 5.2 3.9 1,65 4.8 3.7 

(b) Other properties . . . . . . 6,33 22.1 16.2 6,09 19-8 14-9 6,05 18.9 14.3 

7. Fixed deposits : . . . . . . . . 2,lO 7.3 6.4 2,35 7.6 6.7 2,54 7.9 6.0 

(a )  With the banking company . . 2,09 . 7-3 5-4 2,34 7-6 5.7 2,60 7.8 5.9 

(6) With other banking companies . . 1 - - - - - 3 0.1 0.1 

8. Other secured advances . . . . . . 2,38 8.3 6.1 3,16 10.3 7.7 3,OO 9.4 7.1 

T o t a l  o f  I .. . . . . . . 28,58 100.0. * 73.4 30,76 100.0 75.2 32,07 100.0 75.8 

11.9. Unsecured advances . . . . . . 10,37 26.6 10,13 24.8 10.24 24.2 

Total of I a n d  II . . . . . . 38,95 100-0 ' 40,89 100.0 42.30 ' 100-0 

,Note:-As the survey of bank advances according to security on this basis has been discontinued, data for sub- 
Kquent quartcn arc not available. 



STATE 

ANALYSIS OF INVEST 

- 
SCHEDULED 

Number of reporting banks 84 
7 

December 31, 1955 
A c \ 

. . Percentage Percentage 
Amount to group & total 

total inucshnmts 
1 2 3 

I. Investments in  Indian securities : 

A. Government securities* : 

. . . . . .  1. Central Government -. . . 

. . . . . . . .  2. State Cfovernments . . 
3. Others, mainly postaltt . . . . . .  . . 

Total  of  A . . . . . .  . . . . 
B. Other  investments : 

. . . .  1. Other trustee securities . . . . 
2. Fixed deposits . . . . . . . .  . . 

. . . .  3. Shares of joint stock companies . . 
4. Debentures of joint stock companies . . . . 
6. Real estate . . . . . .  
6. Bullion . . .. .. 
7. Others . . . . , . 

Total  of B . . . .  . . 
Total  of 1 . . . .  

11. Investments in foreign securities : 

1 Pakistan securities . . 
2 United Kingdom securities . . 
3 Securities of other countries . . 

Total of I t  . . . .  
Total of 1 and 11 , . 

* Face value. 
11lclude Treaaury Saving Deposit Certificates and postal obligatiom. 



MENT 27 

MENTS OF BANKS, 1956 

(Amount in lakhs of r u p e q  

BANKS NON-SCHEDULED BANKS 
L , ' 

88 
% 

349 319 
L A 

I I r I I 
A 

December 31, 1956 December 31, 1956 December 31, 1956 
A A r L 

r 1 1  

Percentage Percentage Percentage Percentage Percentage Percentage 
Amount to group to total Amount to group lo total Amount to group to total 

total investments total investments total investmen& 
4 6 6 7 8 9 10  11 12 

** Include Rs. 1,22 lakfis of Indian securities held at foreign offices. 



STATEMENT 28 

INVESTMENTS OF INDIAN OFFICES OF BANKS IN 

GOVERNMENT SECURITIES, 1956 

(Amount in lakhs of rupees) 

- 
Scheduled Banks Non-Scheduled Banks 

Number of reporting banks 84 88 349 319 

,-'-, 7-7 7-*--7 7--7 

Dec. 31, 1955 Dec. 31, 1956 Dec. 31, 1955 Dec. 31, 1956 

Percen- Percen- Percen- Percen. 
Amount tage to Amount tage to Amount tage to Amount t ap  to 

@ total total total total 

I. Treasury bills .. .. . . .. .. 9,99 2-5 - - - - - - 
11. Securities* maturing : 

(i)  Within five years . . . . . . .. 84,65 21.4 140,77 37.3 4,64 18.6 6,22 24.8 

(ii) Between five and ten years . . . . . . 239,EiQ 60-5 153,16 40.5 13,40 53.8 9,05 36.1 

(iii) Between ten and fifteen years . . . . 46,52 11.7 66,43 17.6 3,50 14.1 6,42 25.6  

(in) After fifteen years . . . . .. .. 16,34 3.9 17,40 4.6 3,36 13.5 3,39 13.5 

Total of I and I1 .. . . . . .. 396,09 100,O 377,77 100-0 24,90 100.0 25,09 100,O 

* Face value. 

@ Include Indian Government securities held abroad. 







STATEMENT 29 
ADVANCES* OF SCHEDULED BANKS AT VARIOUS RATES OF 

INTEREST, 1956 

(Amount i n  crores of rupees) 

Rate of interest . 

Major Indian Exchange All Scheduled 
Scheduled Banks@ Banks Banks 

Last day of ,pA--, 

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

total total total . 
2 3 4 5 0 7 8 

1. Nil .. . . .. Mar. 1966 0 . 3  0.1 0 .2  0.1 0 . 8  0.1 
June  Y, 0 . 2  0.1 0 . 2  0.1 0 . 8  0.1 
Septa ,, 0.6 0.1 0 .2  0.1 0.9 0.1 

2. More than 0% but Mar. 1956 1.3 0.3 0 . 3  0.2 2 . 4  0.4 
upto and including June ,, 1-3 0.4 0 . 2  0.1 2.6  0.4 
3% . . . . . . Sept. ,, 1.3 0.4 0.2 0.1 2.3 0.4 - 

3. More than 
upto and 
4% .. 

4. More than 
upto and 
5% .. 

6. More than 
upto and 
6% .. 

6. More than 
upto and 

- 7 %  .. 
7. More than 

upto and  
8% .. 

8. More than 
upto and 
9% .. 

9. More than 
upto and 
10% .. 

10. Over 10% 

Total .. 

3% but Mar. 
including June . . .,. Sept. 

4% but Mar. 
including June . . . . Sept. 

5% but Mar. 
including June . . . . Sept. 

6% but Mar. 1956 
including June ,, .. . . Sept. ,, 
7% but Mar. 1956 
including June ,, 
. .  .. Sept. ,,. 
8% but Mar. 1956 
including June . ,, . . . . Sept. ,, 
9% but Mar. 1956 
including June ,, . . . . Sept. ,, 
.. , . Mar. 1956 

J u n e  ,Y 

Sept. ,, 
. . . . Mar. 1956 

J u n e  ,, 
Sept. ,, 

- 

8018 :-I. As the proforma of the survey of Interest Rates o n  Deposits and Advances has been 
completely revised and a s  the data cannot be presented on a comparable basis, the figures for the 
last quarter have not been shown. 

2. Figures relate to 9 ma'or Indian scheduled banks and to 16 exchange banks for each 
quarter ; in the me of dill scheduled banks, to 84 in Mar&, 87 i n  June and 85 in Stptme. 1956. 

"Advances include money at call and short notice and due from banking ~omp;ulta, but 
a c l u d e  bills purd~ascd and discounted. 

@ Badu each with deposits of R. 26 crom and over. 



STATE 

INTEREST* CHARGED BY SCHEDU 

M a j o r  Scheduled 
A r 

December 1955 March 1956 

H 5 T - r '  
1 2 3 4 

I. Secured advancer : 

1. Government and other trustee securities 

2. Gold and silver bullion . . . . . .  
. . . .  3. Gold and silver ornaments 

.. 4. Shares of joint stock companies etc. 

6. Merchandise : 
ti) Pledged to the banking company 

banking company's lock and key: 

(a) Foodgrains . . . . . .  
(b) Other agricultural commodities 

(6) Non-agricultural commodities 

(ii) Hypothecated to the banking company : 

(a) Foodgrains . . . .  . . . .  9 3) 9 3) 

(b)  Other agricultural commodites . . . . .  12: 3) 12: 34 

(c) Non-agricultural commodities . . .  8 3) 7 3) 

6. Real estate : 

(a) Agricultural land . . . . . . . .  6) 4) 6) 4 

(b)  Other properties . . . . . . . .  8 3) 8 3) 

7. Fixed deposits : 

(a) With the banking company . . . . . . .  6) 4 64 4 

(6)  With other banking companies . . . .  6) 6 6) 6 

. . . .  8. Other secured advances . . . . . .  9 3) 8 4) 

II. Unsecured advances : 

9. Qcan advances . . . . . . . .  . . . . .  12: 4 9 4 

* Rate of interest charged on the majority of accounts. 

** Indian scheduled banks each with deposits of Rs. 26 mores and over and exchange banks. 



MENT 30 

LED BANKS ON ADVANCES, 1956 

(Rate per cent per annum) 

Banks** 0 ther  Scheduled Banks 
A 

1 r 
June 1956 

t 
December 1955 March 1956 June 1956 

t 
A 

H 
*-- 

L H L H L - I1 
5 6 7 8 9 10 11 12 

-.- 

9 44 12 3 12 3 12 3 

H c. Highest L=Lowest 



STATEMENT 31 

ADVANCES* OF NON-SCHEDULED BANKS AT VARIOUS RATES 
OF INTEREST, 1956 

(Amount in lakhs of rupees) 

Last day of Marc11 June September 
w - 7  ,-- -- 

Ratc of interest Amount Perccntags Amount Pucmtags Amount Percentape 
lo loh l  to total to total 

L 2 3 4 6 6 7 

1. Nil .. .. 63 1.4 72 1.7 . 62 1 .3  

2. More than 0% but 
upto, and includ~ng 
3% .. .. .. 

3. More than 3% but 
upto and including 
4% . . . . . . 1,73 4-6 3,29 8.0 4,83 12.0 

4. More than 4% but 
upto and including 
6% . . . . . . 4,94 13.0 4,47 10.8 3,14 7.9 

6. More than 6% but 
upto and including 
6% .. .. .. s,n 17.6 s,16 19.6 6,48 16.0 

6. More than 6% but 
upto and including 
7% .. .. .. 2,40 6.3 2,66 6.4 22'35 6.6 

7. More than 7% but 
upto and including 
8% .. .. .. 4,63 12.1 4,86 11.7 4,86 12.1 

8. More than 8% but 
upto and including 
9% .. . . . . 9,66 25.1 9,86 23.7 10,16 26.2 

9. More than 0% but 
upto and including 
10% .. . . . . 1,31 3.4 l , l8  2.8 1,16 2.9 

10, Over 10% . . . . 6,63 14.8 6,63 13-6 474 14.3 

Total . . .. 38,lI 100.0 41,48 100.0 40,22 100.0 

Note :-I. As the proforma of the Somey of Interest Rates o n  Deposits and Advances has been 
completely revised and as the data cannot be presented on a comparable basis, the figures for the last 
quarter have not been shown. 

2. Figures relate to 340 banks for March, to 351 banks for June, and to 328 banks for 
September, 1956. 

* Advances include money at call and short notice and due from banking companies, but 
exclude bills purchased and discounted. 
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STATEMENT 32 
OFFICES OF SCHEDULED AND NON-SCHEDULED BANKS, 1938-56 

SCHEDULED 
End of A -, Non-Scheduled * All 

' " State Exchange - Other ' ' Total banks banks 
Bank of banks scheduled 
India banks 

INDIA AND BURMA 
- - - .  . - -  

"1938--'.., .. 368 93 677 1,128 343 1,471 

1966 . . . . 636 65 2,350 2,95 1 1,241 4,192 

--- 
NO/~:--l. Figures for the years 1938 to 1950 have been taken from the Statistical Tables relating 

t o  Banks i n  India ; offices of non-scheduled banks having paid-up capital and reserve2 
of less than Rs. 50,000 have been excluded upto 1945. Figures for .the years 1951 
to 1956 are based on  the returns in Form IX submitted under the Banking Companie: 
Act and exclude administrative, seaonal, temporary and  non-banking offices in thc 
case of scheduled banks. 

2. Offices of banks operating in Jarrlmu and Kashmir have been included in 196f 
as the Bankin Companies Act was atended to that State from November 1, 1966. 

t Figures hare h e n  revised. 



STATE 

DISTRIBUTION BY STATE AND BY POPULATION OF OFFICES, DE- 

Number of 1955 1956 
banks ,-AF 

operating in Offi- Percea- Popula- Offi- Pcrcen- Popula- 
Statelunion Population* the State ces tage of tion per ces tage of tion per 
Territory ' - 5 to office 8 to office 

. 1965 1956 total total 
. oms 0fl;c.c 

States: -4 

Andhrn Pradesh . . 3,22,0d~O~~ 18 , 19 216 8 1,49,074\ 237 8 1,35,865 

Assam .. .. 9~00,000 (i 6 21 1 4,28,571 22 1 4,09,091 

Bihar .. .. 3,8Q,OO,OOO 12 12 126 4 3,08,730 131 4 2,96,947 

Bombay .. . . 4,78,00,000 62 53 667 20 84,303 691 20 80,880 

Kerala . . . . 1,36,00,000 22 22 170 6 80,000 174 6 78,161 

Madhya Pradesh . . 2,61,00,000 13 13 139 5 1,87,770 147 6 1,77,651 

Madras .. . . 3,00,00,000 39 40 344 12 87,209 370 13 81,081 

Orissa .. ..1,46,00,000 6 6 13 - 11,23,077 16 1 9,12,600 

Punjab .. .. 1,60,00,000 21 21 216 8 74,419 215 7 74,419 

Rajasthan .. ..1,60,00,000 11 11 124 4 1,29,032 125 4 1,28,000 
-. ---  

Uttar Pradesh . . . 6,32,00,000 24 24 384 13 1,64,683 377 13 1,67,639 

West Bengal . . . . 2,62,00,000 37 37 182 6 1,43,956 184 6 1,42,391 

Jammu and Kashmir 44,00,000 6 6 9 - 4,88,889 9 - 4,88,889 
i-7- 

Union Territories: , * 

Tripura . . . . 6,00,000 2 2 2 - 3,00,000 2 - 3,00,000 

Total 36,0\,83,000 2,845 1,26,672 2,947 1,22,288 

Notc :-I. Figures are as on the last Friday of the year and relate to 87 banks. 
2. Population figures are based on the 1051 census and have been atijulted for changes 

.in stategg boundaries ; that of Jammu and Kashmir is according to the statutoSy 
estimates of the Registrar GeneraI. 

3. Administrative, seasonal, temporary. and non-banking offica have been excluded, 

* Rounded afi'to the nearat lakh or thowand, a, the case may be. 



MENT 33 
POSITS AND ADVANCES 1 N INDIA OF SCHEDULED BANKS, 1955 & 1956 

-"-- --~- -- 
Deposlts Percen- Per Deposits Percen- Per Advan- Percen- Per Advan- Percen- Per 

(In ta.ee of capita (In tage of capita ces (In tace of capita ces (In tace of capita 
lakhs 11 to deposits lakhs 14 to deposits lakhs 17 to advances lakhs 20 to advances 

of total Rs. of total Rs. of total Rs. of total Rs. 
rupees) deposits rupees) deposits rupees) advances rupees) advances 



STATE 

DISTRIBUTION OF BANKING OFFICES BY POPULATION 

Unclassified Less than 5,000 5,000 to 10,000 
State/Union Territory &&& 

N O . ~ £  No.of No.of No.of N O . ~ £  No.of 
Places Offices Places Offices Places Offices - - 

1 2 3 4 6 6 7 - 
States : 

Andhra Pradesh . . . .  2 2 1 1 18 19 

Assam . . . .  . . - - - - 1 1 

Bihar . . . . .. 6 6 6 7 6 10 

Bombay . . . .  . . 23 23 14 1Ei 45 51 

Kerala . . . . . . 42 46 33 57 44 97 

Madhya Pradesh . . .. 6 6 9 9 10 11 

Madras . . . . . . 19 20 9 ' 12 29 39 

Mysore . . . .  .. 6 7 20 22 32 47 

Orissa . . . .  .. 1 2 1 1 1 1 

Punjab . . . . . .  - - 26 ' 32 28 39 

Rajasthan . . . .  . . - - 6 
. . 

6 16 18 

Uttar Pradesh . . . . . .  7 7 16 18 11 16 

. . . . . .  West Bengal 1 1 1 2 3 3 

. . . .  Jammu & Kashmir 4 4 - . - . 1 1 

Union Territories : 

H i a c h a l  Pradesh . . . .  - . - 2 3 2 4 

Total .. 115 I21 143 184 246 356 

Note :-I. Population figures are from the 1951 census data or as supplied by banks. 
2. The statement has been compiled from information available in returns in FO&I IX 

submitted by banking companies under the Banking CompaniesAct and relate to 
their offices in the whole of India. 

3. Administrative, seasonal, temporary and non-banking offices have been excluded 
in the case of scheduled banks. 



MENT 34 
IN THE SEVERAL STATES AS AT THE END OF 1956 

10,000 to 25,000 25,000 to 60,000 60,000 to 1,00,000 1,00,000 and over T o t a l  - - 7 7 
No. of No. of No. of No. of No. of No. of No. of No. of No. of No. of 
Places Offices Places Offices Places Offices Places Offices Places Offices 

8 9 10 11 12 13 14 16 16 17 



STATE 
REGIONAL DISTRIBUTION O F  OFFICES IN INDIA  

Number of offices opened during Number of offices closed during 
I950 1956 

State/Union Territory r L 3 r A \ 
Ex- Other Non- Total  Ex- Other Non- Total 

change sche- sche- change sche- sche- 
banks duled duled banks duled duled 

banks banks banks banks 
1 2 3 4 6 6 7 8 9 

States: 

Andhra Pradesh . , .. - 26 - 26 - 6 1 6 

Bihar . . . .  .. - 6 - 6 - 1 - I 

Bombay . . . . .. - 29 7 36 - 6 4 9 

Kerala . . . . .. - 4 1 5 - - 8 8 

Madhya Pradesh . . .. - 9 - 9 - 1 1 2 

Madras . . . . .. - 27 7 34 1 - 7 8 

. . . .  Uttar Pradesh - ti - 5 - 12  1 13 

West Bengal . . . .  - 3 - 3 - 1 - I 

Jammu and Kashmir , . - - - - - - - - 
Union Territories : 

Himachal Pradesh . . - 2 - 2 - - - - 
Manipur . . . .  .. - - - - - - - - 

Tripura . . . .  .. - - - - - - - - 
Total .. 1 138 17 156 I 36 35 72 

Number of reporting banks 

.Note :-The figures are based on the returns in Form IX submitted by banking companies under 
the Banking Companies Act and relate to their offices i,n the whole of India and exclude 
administrative, seasonal, temporary and non-banking offices in the case of scheduled 
banks. 



MENT 35 

OF BANKING COMPANIES, 1956 

Net increase (+) or decrease (-) during 1966 Number of officu as on December 31, 1956 

A r A 

Exchange Other 
\ C 

Non- Total Exchange Other Non- Total 
> 

banks scheduled scheduled banks scheduled scheduled 
banks banks banh bvlks 



STATEMENT 36 

REGIONAL DISTRIBUTION OF T H E  NUMBER OF PLACES IN 
INDIA AT W H I C H  BANKING COMPANIES WERE GRANTED OR 

REFUSED PERMISSION TO OPEN OFFICES DURING 1956 
- 

Statelunion Territory 
1 

No. of places in respect No. of places in respect 
of which permission of which permission 

was granted was refused 
2 3 

Andhra Pradesh . . . . . . . . 3; (6) 1 
Assam . . . . . . . . . . 
Bihar . . . . . . . . . . 
Bombay . . . . . . . . . . z 6 
Kerala . . . . . . . . 4 1 
Madhya ~rade& . . . . . . . . 22 (2) 3 
Madras . . . .  . . . . . . . . . .  . . . . 4: (6) 2;(1) 
Mysore . . 
Orissa . . . . . . . . . . 
Punjab . . . . . . . . . . 4 1 

8 (6) 

Rajasthan . . . . . . . . . . 
Uttar Pradesh . . . . . . . . . . 6 (2) 

West Bengal . . . . . . . . . . 15 (1) 

Jammu and Kashmir . . . . . . 7 (3) 

. . . . . . - 1 (1) 
Delhi . . 7 (1) 6 
Hirnachal ~ r a i h  . . . . . . . . 2 
Tripura . . . .  . . . . . . 1 - 

Total . . . . 211 (29) 47 (1) 

Note :-Figures in brackets indicate the number of places which were not served by any bank 
a t  all. 

STATEMENT 37 

OFFICES OF INDIAN BANKS OUTSIDE INDIA, 1954-56 

1964 1955 1956 ---- 
No.of No.of No.of No.of No.of No.of 

country : banking offices banking offices banking offices 
companies companies companies 
operating operating operating 

2 3 4 6 6 ,  7 

Aden 
British East ~ f r &  
Burma . . 
Ceylon . . 
Hongkong .. 
Japan . . 
Malaya . . 
Pakistan . . 
Thailand . . 
United Kingdom 

Total . . . .  106 108 1 07 
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STATE ME NT 39 

PART A 

STATEMENT RELATING TO BANKS W H I C H  AS A RESULT 
OF T H E I R  RE- INSPECTION HAVE BEEN F O U N D  

TO H A V E  RECTIFIED T H E  DEFECTS POINTED OUT 
AFTER THEIR EARLIER INSPECTIONS 

(Amount in lakhs of rupees) - 
Amount outstanding Increase 

Number of as on the date of ( f )  or  
Nature of defect banks I inspection when decrease 

7--7 (-1 
the defects the defects (per cent) 
were first were found 
observed to have 

been rectified 

1. Inadequate and poor reserves . . . . . .  
2. Insufficient reserves against bad and doubtfd debts 

. . . . . .  3. Frequent borrowings . . 
4. (a) Large investments in shares and debentures of 

joint stock companies . . . . . . . .  
(b) Investments in unquoted shares and debentures 

5. Investments in shares and debentures of companies 
in which banks' directors are interested . . . .  

6. Inadequate investments in Governmellt securities 

7. Meagre liquid assets . . . . . . . .  
8. Total of advances (of banks whose advances were 

high in relation to their total resources) . . . . 61 9,40997 10,42006 + 10-7* 

9. Unsecured advances (high proportion in relation 
to total advances) . . . . . . . .  . . 20 67-37 56.44 - 16-2 

10. Granting large advances against immovable pro- 
perties . . . . . . . . . .  .. 13 1,07.05 85.24 - 20.4 

11. Large proportion of decreed and doubtful debts 4 3.06 1.01 - 67.0 

12. Large number of irregular and dormant advances 
including advances having undesirable features . . 16 95.90 12.75 - 86.7 

13. Concentration of advances in the hands of a few . . . . . . . . . .  borrowers .. 11 69-93 33.23 - 44-6 

14. Large advances to directors, their relations and 
associates and concerns in which any of them 
is interested . . . . . . . .  .. 8 22.28 11.89 - 46.6 

* The increase in the amount of advancw does not reflect further deterioration but an improve 
mmt aa it t accompanitd by a more than proportionate increase in deposits. 



SrnTEMENT 39 

PART B 

PROGRESS MADE BY BANKS IN T H E  RECTIFICATION OF 

DEFECTS POINTED O U T  TO THEM 

(Amount in lakhs of rupees) 

- Amount outs tanding 
Number as  on Increase 

of - j+) or 
banks the date of Dcc. 31, ecrcasc 

inspection 1956 (-1 
when the (on the (per cent) 

defects basis of 
were first the pro- 
observed gress 

rcports) 

Nature of defect 

1. Inadequate and poor reserves . . . . . . 155 72.01 0 1 4 4  + 26.4 

2. Insufficient reserves against bad and doubtfuldebts 29 6.42 6.32 + 16-0 

3. Frequent borrowings . . . . . . . .  37 601.35 2,76.16 - 44.0 

4. (a) Large investments in shares and debentures of 
joint stock companies . . . . . . . .  12 74.48 62.22 - 16.6 

(b) Investments ih unquoted shares and debentures 39 64.71 45-42 - 29.8 

6. Investments in shares and debentures of companies . . . .  in which banks' directors are interested 16 71*10 44.64 -, 37.4 

6. Inadequate investments in Government securities 55 11.72 61-87 +342.6 

7. Meagre liquid assets . . . . . . . .  
8. Total of advances (of banks whose advances were . . . .  high in relation to  their total resources) 

9. Unsecured advances (high proportion in relation 
to total advances) . . . . . . . . . .  

10. Granting large advances against immovable pro- . . . .  perties . . .. .. . . 
11. Large proportion of decreed and doubtful debts 

12. Large number of irregular and dormant advances 
including advances having undesirable features . . 

13. Concentration of advances in the hands of a few 
borrowers . . . . . .  . . . . . .  

X4. Large advances to directon, their relations and 
associates and concerns in which any of them is 
interested . . . .  . . . . . . . .  
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APPENDIX II 

NOTIFICATIONS 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

DEPARTMENT OF ECONOMIC AFFAIRS 

I. No. F. 7 (146)-8/53 dated March 17, 1956 

In exercise of the powers conferred by sub-section (2) of section 1 of the 
Negotiable Instruments (Amendment) Act, 1955 (37 of 1955), the Central 
Government hereby appoints the 1st day of April, 1956, as the date on which 
the said Act shall come into force. 

2. No- F- 4 (6)-F.1.156 dated March 19, 1956 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hereby declares that the provisions of clause (i) of section 
12 of the said Act shall not apply, upto and including the 31st day of March 
1957, to  

1. Bank of New India Ltd., Trivandrum, 
2. Martandam Commercial Bank Ltd., Martandam, 
3. South Indian National -Bank Ltd., Mavelikara, 
4. United India Bank Ltd., Chengannur, and 
5. Anthraper Bank Ltd., Shertallay. 

3. No. F. 4 (222)-F.1./55 dated March 20, 1956 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hereby declares that in the case of the undernoted bank- 
ing companies, the provisions of section 11 of the said Act shall not apply upto 
and including the 31st March 1957 :- 

Adoor Bank Ltd., Adoor 
Bank of Deccan Ltd., Kottayam 
Bank of Konkan Ltd., Malvan 
Bank of New India Ltd., Trivandrum 
Catholic Syrian Vyavasaya Bank Ltd., Narakal 
Champakulam Catholic Bank Ltd., Champakulam 
Cochin Nayar Bank Ltd., Trichur 
Cochin Union Bank Ltd., Trichur 
Colony Bank Ltd., Ludhiana 
Commonwealth Bank Ltd., Kanjirapally 
Dharmapuri Taluk Kadagathur Sree Ananda Bank Ltd., Dharmapuri 
Gadodia Bank Ltd., Delhi 



13. G. Raghunathmull Bank Ltd., Hyderabad (Deccan) 
14. Indian Traders Bank Ltd., AIwaye: I ' 

15. KeraIa Commercial Bank Ltd., Trivandrum 
16. Kerala Service Bank Ltd., Trivandrum 
17. Kishanganj Bank- Ltd., Kishanganj 
18. Koppa Bank Ltd., Koppa 
19. Mandayam Banking Co. Ltd., Mysore 
20. Martandam Commercial Bank Ltd., Martandam 
21. Moolankuzhi Union Bank Ltd., Thoppumpady 
22. National Trust Bank Ltd., Calcutta 
23. Nataraja Bank Ltd., Bangalore 
24. Nayar Union Bank Ltd., Trichur 
25. New Citizen Bank of India Ltd., Bombay 
26. Oriental Union Bank Ltd., Kaduthuruthy 
27. Prabartak Bank Ltd., Calcutta 
28. Premier Bank of India, Ltd., Madras 
29. Rayalaseema Bank Ltd., BeIIary 
30. South Indian National Bank Ltd., Mavelikara 
3 1. South Travancore Bank Ltd., Neyyoor 
32. Suburban Bank Ltd., Trichur 
33. Swadesi Bank Ltd., Pathanamthitta 
34. Travancore General Bank Ltd., Kottayam 
35. Tirukattupalli Bank Ltd., Tanjore 
36. Tripunithura Union Bank Ltd., Tripunithura 
37. United India Bank Ltd., Chengannur 
38. Vysya Mercantile Bank Ltd., Ramanagaram 

4, No. F. 4 (222)-F.1.155 dated March 28, 1956 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hereby declares that in the case of the undernoted banking 
companies, the provisions of section 11 of the said Act shall not apply upto and 
including the 31st March 1957 :- 

1. Jaya Bharath Bank Ltd., Monipally 
2. Society Bank Ltd., Tiruvalla 

5. No. F. 4 (12)-F.1./56 dated March 28, 1956 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hereby declares that in the case of any banking company 
which has been incorporated in the State of Travancore-Cochin and which has 
been confining its activities to that State, the provisions of sub-section ( I )  of sec- 
tion 24 of the said Act, shall not apply for the period from the 1st April 1956, t o  
the 31st March, 1957, insofar as such provisions require such banking company 
to maintain in cash, gold or unencumbered approved securities, valued at a price 
not exceeding the current market price, an amount in excess of fiftccn per cent 
of the tot31 of its demand and time liabilities in India. 



6. No. F, 8 (35)-F.l.fR0/56 dated May 25, .I956 , 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), the Central Govelnment, on the recommendation of the 
Reserve Bank of India, hereby declares that the provisions of sub-clause (ii) of clause 
(c) of sub-section (I) of Section 10 of the said Act shall not apply to the State Bank 
of India before the 1st July, 1957. 

7. No, F. 4 (43)-F.l.156 dated May 30, 1956 

In exercise of the powers conferred by section 53 of the Banking companies 
Act, 1949 (X of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India,.hereby declares in continuation ofi the notification of the 
Government of India, in the Ministry of Finance No. S.R.O. 1076 dated the 13th 
May 1955, that the provisions of section 24 of the said Act shall not apply to any 
banking company for a further period of one year from the 9th June 1956 insofar 
as such provisions - 

(a) require the inclusion of borrowings by the banking company from 
the State Bank of India in computing the time and demand liabilities 
in India of the banking company ; and 

(b) preclude the maintenance by the banking company of the amount 
specified in that section in the form of approved securities which 
are lodged with another institution for an advance or other credit 
arrangement, such securities being valued at a price not exceeding 
the current market price less the extent to which they have been drawn 
against or credit arrangements in regard to  them have been availed 
of. 

8. No. F. 4 (60)-F.1.156 dated June 5, 1956 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949) and Rule 16 of the Banking Companies Rules, 1949, the 
Central Government, on the recommendation of the Reserve Bank of India, hereby 
declares that the provisions of section 31 of the said Act and Rule 15 of the said 
Rules shall not apply to the undernoted banking companies insofar as they re- 
late to the publication of their balance sheets and profit and loss accounts for the 
year ended the 3 1st December 1955, together with the auditors' reports in a news- 
paper :- 

Madras City Bank Ltd., Coimbatore 
Lakshrni Banking Corporation Ltd., Pudukkottai 
Vasudeva Vilasam Bank Ltd., Perintalmanna 
Kannivadi Bank (Private) Ltd., Dindigul 
Koppa Bank Ltd., Koppa 
National Banking Corporation Ltd., Kachwa 
Ajodhia Bank Ltd., Faizabad 
Oudh Commercial Bank Ltd., Faizabad 
Bank of Travancore Ltd., Trivandrum 
Kamalodnyam Bank Ltd., Ponkunnam 
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11. Madappaly Sri Vilasom Bank Ltd., Mundakayam 

12. Malankara Bank Ltd., Tiruvalla 

13. Oriental Bankers Ltd., Munnar 

14. Pioneer National Bank Ltd., Kidangoor 

15. Prabatha Tharaka Bank Ltd., Kuravilangad 

16. Sree Vardhana Bank Ltd., Kottayam 

17. Union Bank Ltd., Alleppey 

9. No. F. 4 (65)-F.1./56, dated June 19, 1956 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hereby declares that the provisions of sub-section (2) 
of section 19 of the said Act shall not, upto the period ending with the 30th June 
1957, apply to the Gauhati Bank Ltd., Gauhati, in respect of the shares of the 
Nirmala Tea .Co. Ltd. held by the bank on the 2nd July 1955. 

10. No. F. 4 (60)-F.1./56 dated June 27, 1956 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), and Rule 16 of the Banking Companies Rules, 1949, the 
Central Government on the recommendation of the Reserve Bank of India, hereby 
declares that the provisions of section 31 of the said Act and Rule 15 of the said 
Rules shall not apply up to the 30th September 1956 to  the Indo-Commercial 
Bank Ltd., insofar as the said provisions relate to the publication of its balance 
sheet and profit and loss account for the period ended the 31st December 1955 
together with the auditor's report in a newspaper. 

I I. No. F. 4 (71)-F.1./56 dated June 27, 1956 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hereby declares that the provisions of sub-section (2) 
of section 19 of the said Act shall not, for the period ending with the 31st December 
1956, apply to the Hongkong and Shanghai Banking Corporation, Calcutta, in 
respect of the shares of the Sun Jute Press, Ltd. held by the bank on the 12th June 
1956. 

12. No. F. 4 (90)-F.1.156 dated August 27, 1956 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hereby declares that the provisions of sub-section (2) 
of section 19 of the said Act shall not apply to the Indo-Commercial Bank Ltd., 
till tbe 31st July 1957, insofar as they relate to its holdings in  the Palar Mills 
Ltd. 



13. No. F. 4 (81)-F.l.156 dated August 28, 1956 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hereby decIares that the provisions of section 11 of the 
said Act shall not apply to the Bareilly Bank (Private) Ltd., Bareilly, for a period 
upto and including the 31st March 1957. 

14. No. 4 (145)-F.1.156 dated October 19,1956 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hereby declares that the provisions of section 11 of the 
said Act shall not be applicable to banking companies till the expiry of the 31st 
day of October 1957, insofar as the said section would, by reason only of the 
territorial changes and formation of new States under the provisions of the States 
Reorganisation Act, 1956 (37 of 1956); require such banking companies to have 
paid-up capital and reserves of an aggregate value which is higher than the aggre- 
gate value of paid-up capital and reserves which they are required to have under 
the said section on the 31st day of October 1956. 

15. No. 4 (129)-F.1.156 dated November 9,1956 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949)3 the Central Government, on the recommendation of the 
Reserve Bank of India, hereby declares that the provisions of sub-clause (i)  of 
clause (c) of sub-section ( I )  of section I0  of the said Act shall not apply to the 
Sangli Bank Ltd. till the 21st May 1957, insofar as the said provisions prohibit 
its manager from being a director of the Spices and Oilseeds Exchange Ltd., 
Sangli. 

16. No. 4 (199)-F.1./55 dated November 27, 1956 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hereby declares that the provisions of sub-section (2) 
of section 19 of the said Act shall not, for the period ending with the 31st December 
1957, apply to  the Bank of Jaipur Ltd. in respect of the shares of the Howrah Soap 
Co. Ltd. and the J. K. Eastern Industries Ltd. held by it on the 28th October 
1955. 

IT. No. 4 (175)-F.1./56 dated December 3, 1956 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hereby declares that the provisions of section 11 of the 
said Act shall not apply to the Cochin Commercial Bank Ltd., Cochin for a 
period upto and including the 31st March 1957. 



, . . , 
18.' No. 4 (172)-F.1.156 dated december 7,1956 

In eiercise'of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hereby declares that the provisions of note ( f )  appended to 
Form A in the Third Schedule to the said Act shall not apply, until the 1st 
January 1958, to a bankingcompany which, when the value shown in the inner 
column against ally of the sub-heads (ii), (iii), (iv) and (v) of item 4 on the 
Property and Assets side of the said form exceeds themarket value of the invest- 
ments under that sub-head, shows separately within brackets the market value 
of the investments under that sub-head. 

19. No. 4 (172) F.l./56-l dated December 7, 1956- 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (X of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hereby declares that the provisions of section 17 of the 
said Act shall not apply to any banking company insofar as the said provisions 
have the effect of preventing appropriation from the reserve fund maintained in 
terms of the said section for the purposes of writing off the amount of losses on 
its investments in Government securities before declaring a dividend out of its 
net profits for the calendar years 1956 and 1957. 

STATEMENT 1 

The Banking Companies Act, 1949 [Section 27 (2) ] 

Name of the banking company : 

Provisional statement showing the amount of net profit 
(subject t o  audit) for the year ended the 31st December 1956 

and the appropriations proposed to be made 
therefrom 

Amount . 
Rs. 

- -- - 
1. Balance of profit carried forward from the last year's account 
2. Add net profit for the year ended the 3Ist December 1956 
3. Less interim appropriations made 
4. Balance available for appropriation 
5. Proposed appropriations : 

(a) To be transferred to  the Reserve Fund 
(b) To be paid dividend @ per annum 

(indicate the %) 
[c) Aay other appropriations proposed to be made (give details) 
(4 Balance to be carried forward 



STATEMENT 2 

Statement showing the position of reserves as on the 31st 
December 1956 

Amount 
Nature of reserves 

Rs. 

1. General reserves including statutory reserves under section 17 
of the Banking Companies Act but excIuding reserves specially 
earmarked such as depreciation on investments or deadstock, 
bad debts etc. 

2. Statutory reserves under section 17 included in item 1 above. 

3. Reserves for investment fluctuations or security depreciation re- 
serves. 

4. Other reserves specially earmarked but not applicable to deprecia- 
tion in investments-details of each reserve to be given separately. 

5. Balances in contingency accounts in the nature of reserves: 

(a) not specially earmarked 

(b) earmarked for depreciation in investments 

6. Secret reserves 

Note : Information under items 6 and 6 need not be given if the total of items 1 and 3 ir sufficient. 
to cover the depreciation on investments. 



APPENDIX Ill 

PRESS COMMUNIQUES 

I. Dated February 3,1956 

It was stated in the press communique issued by the Reserve Bank on the 16th 
January 1952 that the Bill Market Scheme would be introduced as an experimental 
measure. Since it was found that even in the earlier years the scheme had produced 
significant results, it was decided to make it a permanent feature of the Indian credit 
system. 

2. According to the scheme as originally formulated by the Reserve Bank, 
it was restricted during the first year to scheduled banks having deposits of Rs. 10 
crores or more, and the minimum limit of a loan and the minimum amount of 
each individual bill were fixed at Rs. 25 lakhs and Rs. 1 lakh, respectively. The 
original intention was to charge interest at ) per cent below the Bank rate on 
advances under the Bill Market Scheme, but strong representations were received 
from the bankers, who had been consulted, that a lower rate of interest should 
be fixed in the earlier years in order to popularise the scheme. The Reserve Bank, 
therefore, decided to charge interest at 4 per cent below the Bank rate, but 
made it clear that it might subsequently raise at its discretion the rate of interest. 
The Bank also decided to bear half the cost of the stamp duty incurred in convert- 
ing demand bills into usance bills, although, with the reduction of the stamp duty 
on bills payable in less than one year to two annas for every thousand rupees or 
part thereof in January 1940, the incidence of the stamp duty was negligible. 
A further concession in this connection was made when, in respect of usance bills 
drawn in Part 'B' States, the Bank agreed to  refund with effect from October 1953 
such portion of the stamp duty on these bills as was in excess of one anna for every 
thousand rupees or part thereof. 

3. The scheme was extended by the Reserve Bank in June 1953 to scheduled 
banks having deposits (including deposits outside India) of Rs. 5 crores or more, 
provided they were in possession of a licence granted by it in terms of section 
22 of the Banking Companies Act, 1949. In July 1954, the Reserve Bank extended 
the scheme to all scheduled banks in possession of a licence granted under sec- 
tion 22 of the Banking Companies Act, 1949 irrespective of the size of their de- 
posits, and also reduced the minimum limit of a loan to Rs. 10 lakhs and the mini- 
mum amount of each individual bill to Rs. 50,000. 

4. The Bill Market Scheme has now been in operation for over four years 
and during this period the number of banks eligible to participate in it has in- 
creased from 27 to  45. Advances availed of by banks under the scheme have 
also increased from Rs. 81 crores in 1952 to  Rs. 225 crores in 1955. This would 
indicate that the scheme has been a striking success and that banks have been 
making full use of the scheme to provide themselves with funds during the busy 
season. Apart from this, there has recently been a material change in the re- 
sources of scheduled banks. Their deposits and investments which stood 
at Rs. 918 crores and Rs. 349 crores on the 31st of December 1951 have increased 
to Rs. 1074 crores and Rs. 444 crores, respectively, on the 28th October 1955. 



In view of these developments, the continuance of the concessions in rmpcct of 
the rate of interest and stamp duty was recently reviewed by the Reserve Bank ' 
and it has been decided that commencing from the 1st March 1956 advances to 
banks under the scheme should be made at 3f per cent. From the same date, the 
concession in respect of the stamp duty will be withdrawn and the Reserve Bank 
will not bear thereafter any portion of the stamp duty incurred by banks in con- 
verting the demand bills into usance bills. 

2. Dated May 15, 1956 

When the Banking Companies Act, 1949 came into force, the Reserve Bank 
of India did not have a complete list of banking companies in India. The Reserve 
Bank, therefore, requested the various Registrars of Joint Stock Companies to 
furnish i t  with a list of co~npanies which in their opinion transacted the business 
of banking as defined in the Act. On the basis of the lists received from tho 
Registrars, the Reserve Bank of India prepared a list of banking companies and 
requested each of them to s'ubmit a copy of its Me,morandum of Association and 
the various returns prescribed under the Act. It has not, however, been possible 
for the Reserve Bank to establish any contact with the undernoted 104 companies 
which were included in the list on the basis of the information supplied by the 
Registrar of Companies, West Bengal and to obtain any information regarding 
their business. Despite continued efforts over a long period, it ha$ not been 
Found possible to trace these companies.>;Th Reserve 'Bank of India hereby 
notifies for the information of the public that the \ames of fhese companies have, X "b 
therefore, been deleted from the list of banki g cdmpanies maintained by it. If, 
in future, any of these companiesis traced and i3,proyed to be'a banking company 
~t will be included in the list. , 

I .  Abhoya Bank td. t 2. Akkalpur Unit d Bank Ltd. f 
3. Alliance Loan o. Ltd. I" 
4. All India Ba k Ltd. f 
5. Asia Union ~ a n k  Ltd. 

i 
6. Associated Bank of India Ltd. 

t 

7. Associated ~ a n k  of Nadia Ltd. 

8. h a d  ~ a i i o n a l  ~ a n k  Ltd. 
! 

9. Bangiya Krishi :Loan Co. Ltd. 

10. Bank of Banks ~ t d .  

11. Bank af Metropolis Ltd. 

12. Barapangashi Mohanpur United Bank Ltd. 

13. Behar Loan Office Ltd. ' ' 
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14; Bengal ~ornmerkal Bank Ltd. 
. . 

1.5: Bengal Industrial Loan Co. Ltd. 

16, Bengal United Bank Ltd. 

17. Bharatkhali Banking & Trading Corporation Ltd. 

18. Bhowai Industrial Bank Ltd. 

19. Biswanathpur Loan Office Ltd. (Name changed to Hindusthan Credit 
Bank Ltd.) 

20. Bonarpara Loan Office Ltd. 

21. Burma National Bank Ltd. 

22. Calcutta Peoples Bank Ltd. 

23. Central Banking Corporation Ltd. 

24. Central National Bank Ltd. 

25. Chilmari Union Bank Ltd. 

26. Cornilla Commercial Bank Ltd. 
.A 

27. Cornilla Model Bank Ltd. fl\: 

28. Cornilla National Bank Ltd. 

29. Commons Bank of India Ltd. 

30. Corporated Bank of India Ltd. 

31. Credit Bank Ltd. 

32. Dinhata Commercial Bank Ltd. 

33. East Bengal Rural Bank Ltd. 

34. East End Bankers Ltd. 

35. Eastern Alliance Bank Ltd. 

36. Eastern Union Bank Ltd. 

37. East India Bank Ltd. 

38. East Unit Bank Ltd. 

39. Equitable Bank of India Ltd. 

40. Excelsior Bank Ltd. 

41. Far Eastern Bank Ltd. 

42. Federated Commercial Bank Ltd. 

43, Federation Bank of India Ltd, 

44. Free India Bank Ltd. ' 

45. Gaibandha Kohinoor Loan Office Ltd. 



46. Gazna Banking & Trading Corporation Ltd. 

Goshail Loan Office Ltd. (Name changed to Calcutta Financc Cor- 
poration Ltd.) 

Goshainbari Tajmahal Bank Ltd. , 

Great Indian Trust Ltd. 

Howrah Bank Ltd., 

Hatkhola Loan Co. Ltd, 

Hind National Bank Ltd. 

Hindu Banking & Trading Co. Ltd. 

Hindusthan National Bank Ltd. 

Hosainpur Loan Co. Ltd. 

India Associated Bank Ltd. 

Indian Loan & Trading Co. Ltd. 

India Security Bank Ltd. 

Iswarganj Popular Bank Ltd. 

Indo-Burma Traders Bank Ltd. 

Jalpaiguri Town Bank Ltd. - 
Jalpaiguri Union Loan Office Ltd. 

Jamalganj Bank Ltd. 

Jatiya Bank Ltd. 

Jubilee Development Bank Ltd. 

Jugantar Bank Ltd. 

Kishoreganj Union Bank Ltd. 

Lohagara Commercial Bank Ltd. 

Mahajati Bank Ltd. 

Model Bank of India Ltd. 

Mortgage Bank Ltd. 

Nadia Loan Co. Ltd. 

Naldanga Loan Office Ltd. 

74. Narchi United Bank Ltd. 

75. National Banking & Loan Co. Ltd. 

76, National Democratic Bank Ltd. 

77. National Popular Bank Ltd. 



78. National s tandad  Bank Ltd. 

79. National Trades Bank Ltd. 

80. New Asiatic Bonk Ltd. 

81. Oriental Public ~ a n k  Ltd. 

82. Patit Paban Bank Ltd. 

83. Paul Brothers (Bankers) Ltd. 

84. Pcarl Bank Ltd. 

85. Pcerless Sank Ltd. 

86. Phoenix Bank Ltd. 

87. Premier National Bank Ltd. 

88. Provincial National Bank Ltd. 

89. Prudential Bank of India Ltd. 

90. Purnal Deshbandhu Bank Ltd. 

91. Radhakantapur Loan Ofice Ltd. 

92. Rniyat Bank Ltd. 

93. Rtljshahi City Bank Ltd. 

94. Registered Banking & Trading Co. Ltd. 

95. Sabilapur Bank Ltd. 

96. Shyampur Bazar Loan Office Ltd. 

97. Sonapur Bank Ltd. . 

98. Sonatala Bank Ltd. 

99. Sonatala Loan Office Ltd. 

100. Sree Gouranga Industrial Bank Ltd. 

101. Sthal Industrial Bank Ltd. 

102. Swastika Bank Ltd. 

103. United National Bank Ltd. 

104. Zenith Bank Ltd. 

3. Dated November 14, 1956 

As the Ievel of banks' advances against paddy and rice in the earlier months 
of this year was observed to be significantly higher than that during the corres- 
ponding period of the previous year, the Reserve Bank had issued on 17th May 
1956, to all scheduled banks and two State-associated non-scheduled banks, a 
directive prohibiting them from increasing the credit limits andlor granting" fresh 
advances in excess of Rs. 50,000 against these commodities and also requiring 



them to increase the margigiris by not less than 10 per ccnt of the value of the com- 
modities. Partly as a result of the efforts made by banks and partly owing to 
the operation of seasonal factors, the level of bank advances against paddy and 
rice has declined appreciably from Rs. 24.8 crores on the 1 1 th May 1956 to Rs. 4.5 
crores on October 12, 1956. In the next few months, in most parts of the country, 
the harvesting of paddy will be taking place, and finance will bc required from 
banks for both its movement from the production to the marketing centres and for 
temporary storage. Since it is essential that the genuine requirements of pro- 
ducers and traders for liarvcsting and marketing of paddy and rice should ba 
met by banks, and since the object of the directive referred to above has already 
been achieved, it is no longer considered necessary to keep in force the restric- 
tions imposed. The Reserve Bank of India is, therefore, informing the banks 
that the restrictions previously imposed by it on bank crcdit against paddy and 
rice are withdrawn with effect from today 

4. Dated November 14, 1956 

It  was stated in the press communique issucd by the Reservo Bank on the 
3rd February 1956 that the Bill Market Scheme had been a striking success during 
its operation for about four years and that banks had been making full usc of the 
scheme to provide themselves with funds during the busy seasons. The con- 
tinuance of the concessions in respect of the rate of interest and the stamp duty 
was reviewed by the Reserve Bank and it was decided that with effect from tho 
1st March 1956 advances to banks under the scheme should be made at 3) per ccnt 
and the concession in respect of the stamp duty withdrawn from that date. The 
working of the scheme has again been reviewed recently and taking into account tho 
present economic and banking trends it has been decided that commencing from 
the 21st November 1956 the rate of interest on advances to banks under the scheme 
should be at the Bank rate i.e. at 3 i  per cent per annum. This rate will apply 
to  ncw advances granted as from that date. 

5. Dated November 21,1956 

The Reserve Bank has begun to  function as  banker to the Government of 
Rajasthan as from the 1st November 1956. An agreement placing the arrange- 
ments on a formal footing has been executed today between the State Govern- 
ment and the Reserve Bank. The execution of the agreement marks the culmina- 
tion of a process which began in 1952 for the integration of the treasury and bank- 
ing arrangements in the erstwhile Part 'B' States with the rest of the country in 
pursuance of the scheme of federal financial integration. 

Certain transitional provisions have been made in the agreement in order 
that the existing arrangements are not unduly dislocated. Subject to these, the 
Reserve Bank will conduct on behalf of the Government of Rajasthan, all their 
money and banking transactions, be in charge of their remittance and exchange 
transactions, manage their public debt and issue their new loans, receive their 
cash balances and deposits, and, when need arises, grant them ways and means 
advances in  accordance with- the prescribed procedure. The State Government's 
existing arrangements for the conduct of treasury work at certain centres with the 
Bank of Bikaner, the Bank of Jaipur, the Bank of Rajasthan and one or two more 
6anks will continue for the time being. These arrangenlents will, however, be 



subject to review from time to time. The State Bank of India will conduct, a s  
agent of the Reserve Bank, Government cash business at Ajmer, Beawar, A h a r  
and Jodhpur and at such other centres as may be agreed upon later. The branches 
of the State Bank at these centres are provided with currency chests of the Issue 
Department of the Reserve Bank and these will, therefore, provide facilities for 
remittance of funds and exchange of notes to banks and the public. At the re- 
maining centres i.e. centres where Government cash business is not conducted 
by the three Rajasthan banks, etc. on behalf of the State Government and by 
the State Bank of India as agent of the Reserve Bank, Government cash business 
will continue to be conducted departmentally for the present. The Reserve Bank 
will, at the request of the State Government, establish currency chests at  important 
sub-treasury and treasury centres where Government cash business is transacted 
departmentally at present. 

SELECTED CIRCULARS ISSUED TO 
BANKING COMPANIES 

6. DBO. No. Leg. 9/46A-56 dated January 2, 1956 

Amendment to the Reserve Bank of lndia Scheduled Banks' 
Regulations, 1951 

Please refer to our letter DBO. No. Sch. 6293166-55 dated the 25th October 
1955 advising scheduled banks that they may, with effect from the 1st November 
1955, avail themselves of the remittance facilities available under regulation 8(1) 
(b) of the Reserve Bank of India Scheduled Banks' Regulations, 1951 twice a 
week instead of once a week and that arrangements are being made to amend 
the Regulations accordingly. Regulation 8(l)(b) of the Reserve Bank of India 
Scheduled Banks' Regulations, 1951 has now been amended by the Central Board 
of the Reserve Bank of India at its meeting held on the 19th December 1955. A 
copy of the relative amendment is given below for information. 

Reserve Bank of lndia Scheduled Banks' Regulations, 1951 

In exercise of the powers conferred by sub-sections (I) and (2) of section 58 
of the Reserve Bank of India Act, 1934 (I1 of 1934), the Central Board, with the 
previous sanction of the Central Government, hereby directs that the following 
amendment shall be made in the Reserve Bank of India Scheduled Banks' Re- 
gulations, 1951, namely :- 

In clause (b) of regulation 8(1), for the words "once a week, an amount of  
Rs. 5,000 or a multiple thereof," substitute the words "twice a week, an amount 
of Rs. 5,000 or a multiple thereof on each occasion". 

*- 

7. DBO. No. B. M. 7311C. 297A-56 dated February 3, 1956 

Advances t o  scheduled banks under section 17 (4)(c) of the Reserve 
Bank of lndia Act, 1 9 3 4 4 e  Bill Market Scheme 

Please refer to paragraph 4(d) and (e) of the memorandum enclosed with our 
circular DBO. No. Sch. 222/C. 966-52 dated the 16th January 1952. It had 



originally been proposed to charge interest at ) per cent below the Bank rate on 
advances under the Bill Market Scheme, but strong representations were received 
from the banks, who had been consulted, that a lower rate of interest should be 
fixed in the earlier Years in order to popularise the scheme. The Reserve Bank, 
therefore, decided to  charge interest at + per cent below the Bank rate, but at the 
same time made it clear that it might subsequently raise at  its discretion the rate 
of interest. The Bank also agreed, with a view to encouraging the bill habit, 
to  bear half the cost of the stamp duty incurred by banks in converting demand 
bills into usance bills. Further, in respect of usance bills drawn in Part 'B' States, 
the Bank agreed to refund with effect from October 1953 such portion of the 
stamp duty on these bills as was in excess of one anna for every thousand rupees 
or part thereof. In  this connection a reference is invited to our circulars DBO, 
Nos. Ins. 43421C. 297-53 and 5445/C. 297-54 dated the 7th July 1953 and the 
16th September 1954, respectively. 

/' 

2. The question of permitting the banks to continue to take advantage of 
the benefits of a reduced rate of interest as also the reimbursement of part of the 
stamp duty was recently examined. Judging from the trend of applications 
submitted b y  banks for sanction of limits under the Bill Market Scheme, it would 
appear that banks as well as their constituents have become well asquainted with . 
the scheme. In the light of the progress made by the scheme, the arguments for 
continuing the concessions in respect of these advances do not any longer possess 
the same force. Further, it has been observed that since the introduction of the 
scheme, there has been a material change in the resources of the scheduled banks 
in  that their deposits and investments which stood at Rs. 918 crores and Rs. 349 
crores, respectively as on the 31st December 1951 have increased to Rs. 1074 crores 
and Rs. 444 crores, respectively as on the 28th October 1955. In the context of the 
increased resources now available with the banks and as the scheme has been 
liberalised in certain respects, i t  has been decided that_with effect "from the-1st 
March 1956 advances to  banks under section 17(4)(c) of the ~ % & v e  Bank of India - - --- 
Act, 1934 will be made at 34 per cent and the Reserve Bank will not bear the 
cost of any portion of the stamp duty as hithertofore. The Bank, however, 
reserves the right to vary at its discretion the rate of interest to be charged. 

8. DBO. No. Leg. 1343/C. 367-56 dated March 1, 1956 

The Banking Companies Act, 1949-Section 9 

We invite your attention to  the provisions of section 9 of the Banking Corn- 
panies Act, 1949. This section provides that notwithstanding anything contained 
in section 6, no banking company shall hold any immovable property howsoever 
acquired, except such as is required for its own use, for any period exceeding 
seven years from the acquisition thereof or from the commencement of the Act, 
whichever is later, or any extension of such period as provided in the section, and 
such property shall be disposed of within such period or extended period as the 
case may be. In terms of the second proviso to this section, the Reserve Bank 
may, in any parlicular case, extend the period of seven years prescribed in the 
section by such period not exceeding five years where it is satisfied that such exten- 
sion would be in the interests of the depositors of the banking company. We 
have also to invito your attention to the provisions of section 46(4) which states 



that if any provision of the Act is contravened, or if any default is made in comply- 
ing with any requirement of the Act, every director and other officer of the banking 
company who is knowingly a  party^ to the contravention or default shall be punish- 
able with a fine not exceeding Rs. 500 and where the contravention or default 
is a continuing one, with a further fine not exceeding Rs. 50 for every day during 
which it continues. As the prohibition under section 9 will come into operation 
with effect from the 17th March 1956 in respect of properties acquired before the 
date of commencoment of the Act, we shall be glad if you will pIease examine the 
position of your bank with reference to this section and, if necessary, take steps 
t o  ensure compliance with the statutory requirement. 

9. DBO. No. Sch. 2190/C. 218-56 dated April 4, 1956 

Fortnightly statements of advances against commodities, bullion and 
shares and debentures of joint-stock companies 

Please refer to our circular letter DBO. No. 14201 C. 218-50 dated the 22nd 
March 1950 requesting you to send us a monthly statement showing the advances 
made by you against certain specified commodities and bullion. Recent trends in 
commodity and bullion markets in the country appear to reveaI the existence of 
speculative activity. It would seem that stocks of goods and commodities are 
being withheld from the market with a view to raising prices, thus creating an 
artificial scarcity. In order to enable us to consider what action should be taken 
to meet the situation, it is necessary to bring under closer observation the extent 
to which accommodation is granted by banks for financing trade in some of the 
essential commodities and bullion as also in shares and debentures of joint-stock 
companies. The Reserve Bank of India, accordingly, in exercise of its powers 
under section 27(2) of the Banking Companies Act, 1949, hereby -- requests you to 
furnish - -  it - with a fortnightly statement in the specimen form given below. The state- 
ments should relate to the second and fourth Friday when four Fridays occur in 
a month and to the third and fifth Friday when there are five Fridays in a month. 
The statement may kindly be sent so as to reach us within ten days of the Friday 
to which it relates. The statement should also give the figures relating t o  the 
corresponding Friday of the previous year. The first statement should relate 
to the 13th April 1956 and should reach us on or before the 24th April 1956. The 
information will be treated as strictly confidential. 

- 2. Thc monthly statement which is being submitted to us in terms of our 
circular letter DBO. No. 14201 C. 218-50 dated the 22nd March 1950 may be 
discontinued from that da t ing  to the month of April 1956. 



Name of Bank.. .:.;.............. 
Fortnightly statement of ~dvances against Commodities, Bullion and Shares 

and Debentures of Joint Stock Companies as on Friday t h e  

(In thousand rupees) . 
Nature of commodity Total Balance Balance 

number outstand- outstand- 
of ing as on ing as on 

accounts Friday the corms- ' 
the ponding 

Friday of 
the pre- 

vious year 
2 3 4 

1. Piecegoods and yarn. . . . . . . . 
2. Cotton and kapas . . . . . . . . 
3. Jute and hessians . . . . . . . . 
4. Paddy and rice . . , .  . . . . 
5. Sugar and gur . . . . . . . . 
6. Wheat, gram, other grains and pulses . . 
7. Oilseeds (other than groundnuts) . . , . 
8. Groundnuts . . . . .. . . 
9. Copra and other coconut products . . 

10. Pepper and other export spices . . . . 
11. Gold bullion (other than to  banks) . . 
12. Silver bullion (other than to banks) . . 
13. Shares and debentures ofjoint stock companies 
14. Composite advances . . . . . . 

Total , . < I  

For Bank Ltd. .'. . . 
Signature 

Designation 
. . 

N. B. 1. Please include the figures for all branches in India. 

2. The statement should be prepared as at the close of business on the second and 
the fourth Friday when there are four Fridays in a month and the third and the 
fifth Friday when there are five Fridays in a month. In case Friday is a holiday; 
the figures should relate to the previous worklng day. 

t ., 
3. Please also indicate the date to which the,figures in column No. (4) relate. ' ' 



10. DBO. No. Sch. 2377/C. 218-56, dated ApriI 1 1 ,  ,1956 

, ,FortnightIy.statements of advances against commodities, bullion and .,. 
shares and debeptures , . .  of, joint stock companies . : ' ; 

Please refer .to our circular letter DBO. No. Sch. .2190/C. 21 8-56, dated the 
4;h April 1956 on the above subject. As enquiries are being received from a 
large number of scheduled banks regarding the classification of advances under 
'Composite Advances' (item No. 14 of the statement enclosed with our above 
circular), it has become necessary to clarify the meaning of this term. When- 
ever an advance is made by a bank against a group of commodities, the amount of 
sych advance should, as far as possible, be spIit up and distributed over the various 
specified heads of commodities in proportion to the value of each commodity in 
the group and such amounts as cannot be so split up and distributed should alone 
be. shown under 'Composite Advances'. This will enable us to have a better 
idea of the general trend of advances against the classified commodities. 

2. Where advances are granted against a group of commodities, there may 
be some difficulty in showing the number of accounts in respect thereof under 
column (2) of the statement. In such cases the number of accounts may be shown 
against the commodity which forms the major portion of the commodities offered 
as security. 

3. Banks are also requested to show the number of accounts within brackets 
under advances against each of the specified commodities under column (4) of the 
statement. 

I I. DBO. No. Sch. 2558/C. 218-56 dated April 18, 1956 

Fortnightly statements of advances against principal types of securities 

This is in continuation of our circular letter No. DBO. Sch. 2190/C. 218-56, 
dated the 4th April 1956 and our subsequent circular No. DBO. Sch. 2377/C. 218- 
56 dated the 1 l th April 1956. In response to representations received from a 
large number of scheduled banks, it has been decided that information called for 
by us in column (4) of the specimen form enclosed with our first circular per- 
taining to "Balance outstanding as on the corresponding Friday of the previous 
year" be dispensed with. 

2. We wish to inform you in this connection that following a detailed review 
of the periodical surveys conducted by our Department of Research and Statistics, 
it has been decided to reduce the frequency of some of the surveys, insofar as 
this is possible without detracting from the flow of essential information. The 
returns for the half-yearly surveys of Ownership of ,Deposits and Investments 
will henceforth be required only once a year, namely, as at the end of December. 
Similarly, the survey of Bank Advances will be conducted twice a year, namely, 
at  the end of June and December, instead of evcry quarter. The frequency of the 
survey of Interest Rates on Deposits and Advanccs and the survey of Debits to 



Deposit Accounts with Banks will, however, remain unchrtnged. These changes, 
we trust,. would appreciably reduce the compilation work at your end. 

I . 3. It has in the mddnwhile also been decided to expand somewhat the coverage 
of the new fortnightly return on advances. Accordingly, the Reserve Bank, in  
exercise of its powers under section 27(2) of the Banking Companies Act hereby 
requests you, to furnish information as in the attached specimen form, which is in 
replacement'of the one'sent abng with our circular No. DBO. ~ c d .  2190lC. 218-56 
dated the 4th April 1956. 

4. The first return on the expanded specimen form may, as indicated earlier, 
relate to the position as on the 13th April 1956 and should reach our office oh 
or before the 7th May 1956. Your special attention is drawn to the notes ap- 
pended to the new specimen form calling for additional information on margins 
which will be required, as a special case, only in respect of your return as on the 
13th April 1956. The information in respect of later returns should relate to the 
second and fourth Friday of the month, when there are four Fridays in a monthor 
to the third and fifthFriday of the month wKen there are fiveFridays, and shoulh 
be sent within 14 days of the Friday to which the return pertains. 

Return of Advances* Against Principal Types of Securities as on 
the 2nd (or 3rd) and last Friday of the month 

Name of the banking company : 
. , 

Address : 

Date : Signature : 
Designation : 

Number Amount Margins , 

Nature of security of (000's ,I-, 
acc- omit- Usual ** Maxi- Mini- 

ounts . ted) mum mum 
Rs. I _ 

* . . .a 

1 2 3 4 5 6 .  

1. Paddy and rice . . . . . . 
2. Wheat, gram, other grains and 

- pulses . . . . . . . . 
'3. Groundnuts . . . . . . 
4. Other oilseeds . - . . . . 

; 5. Raw jute , . . . . . 
6. Cotton and kapas . . . . 
7. Cotton textiles (including yarn) 

',8. Jute textiles .'. . . . . 
9. Other' textiles (silk, art silk, 

woollen, ctc.) . . . . . . 



- 
Number Amount Margins 

Nature of security of (000's -- 
act- omit- Usual** Maxi- Mini- 

ounts ted) mum mum 
Rs. 

10. Sugar . . . . . . . . 
11. Hides and skins . . . . 
12. Pepper . . . . . . . . 
13. Cnshewnuts .. . . . . 
14. Tea, coffee and rubber . .  
15. Chemicals, dyes and pharma- 

ceuticals . . . . . . . 
16. Iron, steel and engineering . . 
17. Other metals and metal products 
18. Coal, manganese, mica and 

other minerals . . . . 
19. Assets of industrial concerns- 

fixed or floating (other than 
those specified under above 
categories) . . . . . . 

20. Gold and silver bullion (other 
than to banks) . . . . . . 

21. Government and other trustee 
securities- 

of which, advances to  stock 
and share brokers and 
dealers . . . . . . 

22. Shares and debentures of joint 
stock companies- . . . . 

of which, advances to stock 
and share brokers and 
dealers ... . . . . 

23. Composite advances . . . a 

24. Total of items 1 to 23 . . . . 
'Advances include documentary bills purchased and discounted, both inland and foreign. 

** Margin prescribed and applicable to  the largest amount of advances against thc cdn- 
cerned security. 
Note. (1) The purpose of this return is to obtain a breakdown of secured advances accord- 

ing to the nature of security. Where the advance is made against more than 
one class of security, as enumerated above, the advance should be split up and 
distributed as between the different classes of security in the same proportion &s 
the value of each class of security bears to the total. Such amounts as cannot 
be so split up and distributed between the different classes of sicurity rhould be 
shown against "Composite advances" (item 23). 

(2) Information pertaining to margins as called for in  columns 4, 5 and 6 should 
be furnished as a special feature, in the return of only. the 13th April 1956. Re- 
turns for the subsequent period should contain information only i n  respect of 
columns 2 and 3. 



12. - DBO. No. Sch. 3289lC.218-56 dated May 17, 1956 

Advances against paddy and rice 

It is  observed from the monthly statements submitted by banks in respect 
of advances against commodities and bullion that advances against paddy and 
rice have shown a particularly large increase from Rs. 11.64 crores at the end of 
March 1955 to Rs. 24.62 crores as at the end of March 1956, indicating a rise of 
111.5 per cent. In  spite of the production of rice in the country being slightly 
higher as compared to last year, prices have shown n considerable increase. One 
of the causes that would appear to have contributed to the abnormal rise in prices 
of this commodity in recent months seems to be the general increase in advances 
against paddy and rice. I t  is imperative that banks should refrain from excessivs 
lending agajnst commodities and should not assist in the speculative holding of 
stocks. The directive in paragraph 2 below is therefore being issued. 

2. In exercise of the powers conferred upon it by section 21(2) of the Banking 
Companies Act, 1949, the Reserve Bank of India hereby directs 

( i )  that no scheduled bank shall- 

(a) increase any credit limit whether the same be by way of loan, cash 
credit, overdraft or purchase or discount of bills, sanctioned to any 
person, firm, company or institution prior to the date of receipt of 
this directive in respect of advances against the security of paddy 
and rice ; 

(Note :- In the case of composite advances, the advances against paddy and 
rice, together with the relative limits, should be segregated and the 
above restrictions should be made applicable to such segregated 
accounts.) 

(b) sanction any fresh credit limit on or after the date of receipt of this 
directive, whether the same be by way of loan, cash credit, overdraft 
or purchase or discount of bills, to any person, firm, company or 
institution, in excess of rupees fifty thousand in respect of advances 
against the security of paddy and rice ; and 

(ii) that every scheduled bank shall increase the existing margin stipulated 
or provided with reference to the limits and advances referred to in sub- 
para (i) (a) by a n  amount not less than 10 per cent of the value of the 
aforesaid commodities. 

(Note :- For instance, if the existing margin maintained in respect of a parti- 
cular advance is 25 per cent on the value of the said commodities, 
under this directive a further 10 per cent should be maintained, 
raising the aggregate margin to 35 per cent.) 

3. We shall further be glad if you will endeavour to achieve a reduction in 
your aggregate advances against paddy and rice to a level which a t  any time is not 
more than 25 per cent above that of the corresponding week last year in cases 



where the existi& advances are higher. Action taken by YOU or by your branches 
in the matter may please be reported to the Reserve Bank along with the fortnightly 
returns submitted to the Division of Banking Research, Department of Research 
and Statistics, in terms of their letter No. DRS. DBR. 687/BR. 90-56 dated the 
3rd May 1956. 

4. You may also kindly instruct your branches to intimate to the Reserve 
Bank, along with the next fortnightly return, the usual, maximum and minimum 
margins actually maintained by your bank in respect of advances against paddy 
and rice (i) before and (ii) after the receipt* of.this circular. 

13. DBO. No. Sch. 4627/C. 218-56 dated July 11, 1956 

Advances against paddy and rice-Our circular letter Ref. DBO.  No. 
Sch. 3289jC. 21 8-56 dated May 17, 1956 

We have had references from one or two banks as to whether the above directive 
in respect of restraint on the expansion of existing credit limits and the imposition 
of additional 10 per cent margin is applicable to documentary bills purchased by 
banks. ~ocumentary bills (consisting usually of demand draft and railway 
receipt and/or other documents) are indicative of the movement of rice and paddy 
from the production to marketing centres. Since i t  is not our object to interfere 
with such normal movements of rice and paddy, we wish to inform you that the 
directive contained in paragraph 2 of our letter DBO. No. Sch. 3289lC. 218-56, 
dated the 17th May 1956 is not applicable to demand documentary bills. 

14. DBO. No. Sch. 5923/C. 218-56 dated September 13, 1956 

Section 21 of the Banking Companies Act, 1949-Advances against wheat 
and certain other commodities 

I t  is observed from the fortnightly statements submitted by banks in respect of 
advances against principal securities that during the past few months advances 
against wheat and other grains and gram and other pulses have shown a substantial 
rise as compared with their level a t  the corresponding period in 1955. One of the 
causes that appears to have contributed to the abnormal rise in the prices of these 
commodities in recent months is the generaIIy higher level of advances against these 
commodities. I t  is imperative that banks should refrain from excessive lending 
against such commodities and should not assist in the speculative holding of their 
stocks. The directive in paragraph 2 below is, therefore, being issued. 

2. In exercise of the powers conferred on it by section 21 of the Banking 
Companies Act, 1949, the Reserve Bank hereby directs: 

(i) that no scheduled bank shall- 
(a) increase any credit limit, whether the same be by way of loan, cash 

credit, overdraft or purchase or discount of bills, sanctioned to any 



person, firm, company or institution prior to the date of receipt 
of this directive in respect of advances against the security of any, 
some, or all of the following commodities, namely, wheat, jowar, 
bajra, maize, barley, ragi, gram and all other grains and pulses 
(hereinafter referred to as "the said commodities", which term, 
however, shall not include paddy and rice) : 

Provided that nothing in this sub-clause shall apply to an increase in 
any such credit limit in cases where the credit limit together with 
such increase does not exceed Rs. 50,000 ; 

(Note :-In the case of composite advances, the advances against 
the said commodities, together with the relative credit limits, shall 
be segregated and the above restrictions should be made appli- 
cable to such segregated accounts.) 

(b) sanction any fresh credit limit on or after the receipt of this directive, 
whether the same be by way of loan, cash credit, overdraft or pur- 
chase or discount of bills, to any person, firm, company or institution 
in excess of Rs. 50,000 against the security of any, some or all of the 
said commodities : 

Provided that a fresh credit limit sanctioned i n  accordance with this 
sub-clause shall not be increased except in cases where the credit 
limit together with such increase does not exceed Rs. 50,000 ; 

(ii) that every scheduled bank shall increase the existing margin stipulated 
or secured with reference to each credit limit and advance sanctioned 
prior to the receipt of this directive (and referred to in sub-clause (a) 
of clause (i) herein) by an amount not less than 10 per cent of the value of 
the said commodities comprising the security for such credit limit or 
advance ; 

. (Note :-For instance, if the existing margin maintained in respect 
of a particular advance is 25 per cent of the value of the said com- 
modities, under this directive a further 10 per cent should be 
maintained raising the aggregate margin to 35 per cent.) 

(iii) that every scheduled bank shall, in respect of each credit limit and advance 
against the security of one, some or all of the said commodities, granted 
after the date of receipt of this directive, maintain, in addition to the margin 
usually or in the normal course of business stipulated or obtained by it 
with reference to such credit' limit or advance, a margin which shall 
not be less than 10 per cent of the value of the said commodities com- 
prising the security for such credit limit or advance ; 

( iv )  that for the purposes of clauses (i) to  (iii) above, credit limits sanctioned 
by way of purchase of demand documentary bills drawn i n  connection 
with the movement of the said commodities shall not be taken into account. 



3. We shall be glad if you will further endeavour to achieve a reduction in  
'your aggregate advances against the said commodities to a level which, by the end 
of October 1956, does not remain substantially higher than that of the correspond- 
ing week last year in cases where the existing advances are higher. 

4. You may kindIy instruct your branches to intimate to the Director of 
Banking Research, Department of Research and Statistics, Reserve Bank of 
India, Bombay, along with the fortnightlv return pertaining to the 28th September 
1956, the ( i )  usual, (ii) maximum and (iii) minimum margins actually maintained by 
each of them in respect of advances against the said commodities, (a)  before and 
(11) after receipt of this directive. A copy of the instructions issued by you to 
your branches with a view to implemen?ation of this directive may please be en- 
dorsed to the Director of Banking Research, Department of Research and Statistics, 
Reserve Bank of India, Bombay. 

15. DBO. No. Sch. 5929/C. 218-56 dated September 13, 1956 

Section 21 o f  the Banking Companies Act, 1949-Advances against 
cotton textiles including yarn 

It  is observed from the fortnightly statements submitted by banks in respect 
of advances against principal securities that during recent months advances against 
cotton textiles including yarn have been appreciably higher than at the corres- 
ponding period last year, allowing for changes in'production, prices etc. Since 
it is considered imperative that banks should refrain from excessive lending against 
cotton textiles including yarn and should not assist in the speculative holding of 
such stocks, the directive in paragraph 2 below is being issued. 

2. In exercise of the powers conferred on it by section 21 of the Banking 
Companies Act, 1949, the Reserve Bank hereby directs- 

(i) that every scheduled bank shall increase the existing margin stipulated 
or secured with reference to each credit limit and advancl: against the 
security of cotton text~les including yarn sanctioned prior to the date of 
receipt of this directive by an amount not less than 10 per cent of the value 
of the relative cotton textiles including yarn comprising the security 
for such credit limit or advance ; 

(Note :-For instance, if the existing margin maintained in respect of 
a particular advance is 20 per cent of the value of cotton textiles 
including yarn, under this directive a further 10 per cent should be 
maintained raising the aggregate margin to 30 per cent.) 

(ii) that every scheduled bank shall, in respect of each credit limit and advance 
against the security of cotton textiles including yarn, granted after the 
date of receipt of this directive, maintain, in addition to the margin 
usually or i n  the normal course of business ritipulated or obtained by it 



with reference to such credit limit .o r  advance, a. margin which shall 
not be less than 10 per cent of the value of the relative cotton textiles 
including yarn comprising the security for such credit limit or advance :, 

Provided that nothing contained i n  this clause or in clause (i) above 
shall apply to credit limits and advances made by any scheduled 
bank (a) to any cotton textile mil!, (h) against cottorl textiles including, 
yarn, intended for export, or (c) by way of purchase of demand. 
documentary bills drawn in connection with the movement of cotton 
textiles including yarn. 

J 

3. You may kindly instruct your branches to intimate to the Director of 
Banking Research, Department of Research and Statistics, Reserve Bank of. 
India, Bombay, along with the fortnightly return pertaining to the 28th September 
1956, the (i) usual (ii) maximum and (iii) minimum margins actually maintained 
by each of them in respect of advances against cotton textiles including yarn (a) 
before and (h )  after the receipt of this directive. A copy of the instructions issued 
by you to your branches with a view to implementation of this directive may please 
be endorsed to the Director of Banking Research, Department of Research and 
Statistics, Reserve Bank of India, Bombay. 

16. DBO. No. Sch. 5977lC. 110-56 dated September 17, 1956 

The Reserve Bank of India (Amendment) Act, 1956 

We enclose a copy of sections 1 and 5 of the Reserve Bank of Tndia (Amend- 
ment) Act, 1956 (Annexure I). Section 5 amends section 42 of the Reserve ~ a n k  
of India Act. In terms of section l(2) of the Amendment Act, it shall come into 
force on such date as the Central Government may, by notification in the Official 
Gazette, appoint, and different dates may be appointed for different provisions of 
this Act. The date on which section 42 as amended will be brought into force will 
be intimated to you later. 

2. In terms of section 42(1) of the Reserve Bank of India Act as it is i n  force 
a t  present a scheduled bank is required to maintain with the Reserve Bank a 
balance, the amount of which shall not at the close of business on any day be less 
than 5 per cent of its demand liabilities and 2 per cent of its time liabilities as 
shown in the return submitted under section 42(2). The return as at the close 
of business on a particular Friday determines the balances to be maintained at the 
close of business on that Friday and during the succeeding days up to the close of 
business on the following Thursday. In other words, although there is at present 
no definition of the term 'week', it is regarded as running from the close of business 
on a Friday up to the close of business on the following Thursday. After section 
42 as amended by section 5 of the Reserve Bank of India (Amendment) Act, 1956, 
comes into force, the minimum balance will have to be maintained on the basis 
of an average. The 'average daily balance' has been defined as meaning the 
average of the balances held at the close of business on each day of a week, The 
term 'week' has been defined as meaning the period from Saturday to the following 
Friday, both days inclusive. The main difference between the old and the new 
basis, therefore, is that, whereas on the old basis the deficiency was calculated by 
comparing the balances maintained at the close of business every day with the 



minimum required, the deficiency will now have to be calculated on the basis of 
the average of the balances maintained at the close of business on each day from 
Saturday to Friday. In other words, if the balance maintained is less than the 
statutory minimum on one or more days, the deficiency can be made up by means 
of excess balances on certain other days during that week. So long as a bank 
maintains the average balance it will not be deemed to have defaulted in the main- 
tenance of the required minimum. There is no change in the basis on which the 
required statutory minimum is to be calculated, for, as previously, this will be 
determined by the figures of demand and time liabilities shown in the return sub- 
mitted in terms of sub-section (2) ; however, whereas at present the figure based 
on the return as on a Friday determines the balance to be maintained on that 
Friday and the succeeding six days, after the amendment, the figure based on the 
return as on a Friday will determine the average balance to be maintained over the 
succeeding seven days. The percentages of the basic balances have also been left 
unchanged at 5 per cent of the demand liabilities and 2 per cent of the time liabili- 
ties, subject to the Reserve Bank's powers to increase the reserve requirements 
as provided for in the Act. The difference between the old and the new basis is 
explained in the examples given in Annexure 11. 

ANNEXURE I 

Sections I and 5 of t h e  Reserve Bank of India (Amendment) Act, 1956 

1. (1) This Act may be called the Reserve Bank of India (Amendment) 
Act, 1956. 

(2) It shall come into force on such date as the Central Government 
may, by notification in the Official Gazette, appoint, and different dates may be 
appointed for different provisions of this Act. 

5. In section 42 of the principal Act,- 

(a) for sub-section (I), the following sub-sections shall be substituted, 
namely :- 

"(I) Every bank included in the Second Schedule shall maintain with the 
Bank an average daily balance the amount of which shall not be less 
than five per cent of the demand liabilities and two per cent of the 
time liabilities in India of such bank as shown in the return referred 
to  in sub-section (2) : 

Provided that the Bank may, by notification in the Gazette of India, 
increase the said rates to such higher rates as may be specified in the 
notification so however, that the rate shall not be more than twenty 
per cent, in the case of demand liabilities and more than eight per cent, 
in the case of time liabilities. 

Explanation.-For the purposes of this section :- 

(a) 'average daily balance' shall mean the average of the balances held at 
the close of business on each day of a wcck ; 



(6) 'week' shall mean the period from Saturday to the following Friday, 
both days inclusive ; 

(c) 'liabilities' shall not include the paid-up capital or the reserves, or any 
credit balance in the profit and loss account of the bank or the amount of 
any loan taken from the Bank, the State Bank, or any other bank noti- 
fied by the Central Government in this behalf. 

(1A) Notwithstanding anything contained in sub-section (I), the Bank may, 
by notification in the Gazette of India, direct that every scheduled bank shall, 
with effect from such date as may be specified in the notification, maintain with 
the Bank, in addition to the balance prescribed by or under sub-section (I), an 
additional average daily balance the amount of which shall not be less than the 
rates specified in the notification, such additional balance being calculated with 
reference to the excess of the demand and time liabilities of the bank as shown 
in the return referred to in sub-section (2) over its demand and time liabilities at 
the close of business on the date specified in the notification as shown by such 
return so however, that the additional balance shall, in no case, be more than such 
excess : 

Provided that nothing in this sub-section shall make it necessary for any 
scheduled bank to maintain with the Bank any balance which shall be more than 
twenty per cent of its demand liabilities and eight per cent of its time liabilities 
as shown in the return referred to in sub-section (2). 

(1B) Where any scheduled bank maintains, in pursuance of a notification 
issued under the proviso to sub-section (I) or under sub-section (IA), any balance 
with the Bank the amount of which is not less than that required to  be maintained 
by such notification, the Bank may pay to the scheduled bank interest at such 
rate or rates as may be determined by the Bank from time to time on the amount 
by which such balance actually maintained is in excess of the balance which the 
scheduled bank would have to  maintain, if no such notification was issued : 

Provided that no interest shall be payable on any such amount actually rnain- 
tained as is in excess of the balance required to be maintained by or under sub- 
section ( I )  or under sub-section (IA)." ; 

(b )  for sub-section (3), the following sub-section shall be substituted, 
namely :- 

"(3) If the average daily balance held at the Bank by a scheduled bank during 
any week is below the minimum prescribed by or under sub-section (I) or sub- 
section (IA),  such scheduled bank shall be liable to pay to the Bank in respect of 
that week penal interest at a rate of three per cent above the Bank rate on the 
amount by which such balance with the Bank falls short of the prescribed minimum, 
and if during the next succeeding week, such average daily balance is still below 
the prescribed minimum, the rates of penal interest shall be increased to a rate of 
five per cent above the Bank rate in respect of that week and each subsequent 
week during which the default continues on the amount by which such balance 
at the Bank falls short of the prescribed minimum." ; 



. (c) in sub-section (3A), for the portion commencing with the words 
"if thereafter on the day fixed for the next return" and ending with the words 

after the said day any fresh deposit", the following shall be substituted, 
namely :- 

"if thereafter the average daily balance held at the Bank during the next 
succeeding week is still below the prescribed minimuin,- 

(a) every director, manager or secretary of the scheduled bank, who is know- 
ingly and wilfully a party to the default, shall be punishable with fine 
which may extend to five hundred rupees and with a further fine which 
may extend to five hundred rupees for 'each subsequent week during 
which the default continues, and 

(6) the Bank may prohibit the scheduled bank from receiving after the said 
week any fresh deposit.". 

A N N E X U R E  11 

Examples illustrating the manner of computing deficiencies under section 42 (1) of 
the Reserve Bank of  India Act according t o  the old and the new basis 

A-ACCORDING TO THE OLD BASIS 

Date Amount of-' Aupus t 
minimum de- 
posit required I A 1 

under the Act 3 4 5 6 7 8 9 

1956 
August 3 8,68,002 8,72,918 9,14,210 9,14,210 7,21,288 8,69,115 9,01,363 8,90,201 

.Note :-The cash balance maintained by the bank with us on each day during the week ended 
the 9th August 1956 is in excess of the statutory minimum required under the Act except on the 6th 
August 1956. The bank has, therefore, defaulted on that day only, the amount of deficiency being 
Rs. 1,46,714 on which penal interest at 6h per cent (3% above the Bank rate) will be charged. I t  
may be noted that the, statutory minimum, viz., Rs. 8,68,002 required to be maintained under the 
Act is calculated on the basis of five per cent and two per cent of demand and time liabilities, respec- 
tively, as at  the close of business on the 3rd August 1956 from which the week commences. The week 
is the period from the close of business on Friday to the close of business on the following Thursday. 

B--ACCORDING TO THE NEW BASIS 

Date Amount of September 
minimum de- 
posit required L 

under the A.ct 
$ 

22 23 24 25 26 27 28 Total 
1956 

September 
21 8,70,982 9,14,210 9,14,210 8,72,918 7,21,288 8,69,115 9,01,362 8,90,201 60,83,304 

Average daily balance Rs. 8,69,043 
Deficiency 

'L 1,939 
Notc :-As the average of the balances (Rs. 8,69,043) at the close<f business on each day of the 

week ended the 28th September 1956 is less than the statutory minimum required under the Act, the 
bank will be deemed to have defaulted during the whole week and not only on the 25th and 26th 
September 1956 which would have been the case under the old basis. Interest should, therefore, 
be calculated at  the rates laid down in the Act and for the period of one week, on the difference between 
average daily balance and the minimum required under sub-section (I) .  I n  the present case, the 
penal interest for seven days, i.e., from the 22nd to the 28th September 1956, on the deficiency of 
Rs. 1,939, amounts to Rs. 2-6-8 a t  the rate of 64 per cent. It is important to note in this connection 
that this statu!ory ~ ' n i m y m  (Rs. 8,70.982) is calculated on the basis of 6 per cent and 2 per cent of 
demand and time l~ablllties, respectively. as on the 21st September 1966 and not as on the 22nd Sept- 
ember 1956 from which the week commences. The we& k the period from the cIox of business on 
Saturday to the close o f h i n ~  on the following Friday, 



ANNEXURE Il l  

DAILY CASH BALANCE REGISTER 

.Bank Ltd. ................... 
............. .(Place) 

Date Amount of September 
minimum de- 
posit required A 

under the Act 22 23 24 26 26 27 28 Total \ 

1956 
September 21 

Average daily balance ............ 
Deficiency ............ --- 

17. DBO. No. Sch. 6016/C. 218-56 dated September 17,1956 

Advances against mustard seeds and mustard oil 

As you are probably aware, the prices of mustard seeds and mustard oil, 
particularly in West Bengal, have shown a steep rise during the past few months. 
While the rise in the prices of these commodities may partly be explained by the 
slightly lower level of production of mustard seeds during 1955-56 as compared 
with that during the previous year, it is essential to ensure that stocks of these ' 
commodities are not allowed to be withheld from the market for creating an 
artificial scarcity and bringing about a further rise in their prices. I t  is, therefore, 
necessary for banks to  exercise caution in the grant of credit against the stocks 
of mustard seeds and mustard oil by restricting it to genuine dealers in the commo- 
dities and by ensuring that speculative trading is not assisted in any way. 

2. In order to enable us to watch the trends in bank advances against mustard 
seeds and mustard oil, we shall be glad if you will kindly instruct your branches to 
indicate until further instructions the number of accounts and amounts of such 
advances (in Rs. thousands) separately in the remarks column against item No. 9 
'Other oilseeds' in your future fortnightly statements relating to the survey of' 
Advances against PrincipaI Types of Securities (Form No. 7) submitted by them to 
the Director of Banking Research, Department of Research and Statistics, Reserve 
Bank of India, Bombay, in terms of our letter No. DRS. DBR. 687/BR. 90-56 
dated the 3rd May 1956. 

18. DBO. No. Sch. 6410/C. 110-56 dated October 3,1956 

The Reserve Bank of India (Amendment) Act, 1956 

In  continuation of our letter DBO. No. Sch. 5977/C. 110-56, dated the 17th 
September 1956, we have to advise that the Reserve Bank of India (Amendment) 
Act, 1956, will come into force from Saturday, the 6th October 1956. It has also 
been decided that the provisions of section 42 as amended should be brought 
into force from the same date, viz., the 6th October 1956. 



19. DBO. No. Sch. 6425/C. 218-56 dated October4,1956 

Advances against cotton textiles including yarn-Our circular 
letter DBO. No. Sch. 59291C.218-56 dated the 13th September 1956 

We have had references from one or two banks requesting for clarification 
whether the above directive in respect of the imposition of an additional 10 per 
cent margin is applicable to the advances made or credit limits sanctioned b y  
banks against handloom cloth. We have, therefore, to inform you that the pro- 
visions of the directive contained in paragraph 2 of our letter DBO. No. Sch. 
59291C. 218-56, dated the 13th September 1956 are not applicable to loans, advances, 
etc. granted by banks on the security of handloom cotton cloth. 

20. DBO. No. Sch. 6770lC. 218-56 dated October f8, 1956 

Advances against paddy and rice 

Please refer to our letter DBO. No. Sch. 3289lC. 218-56 dated the 17th May 
1956 containing our directive on the subject of bank advances against paddy and 
rice. In order to bring the instructions contained in this directive in line with those 
contained in our circular letter DBO. No. Sch. 5923lC. 218-56 dated the 13th 
September 1956 regarding advances against wheat and certain other commodities, 
the original directive is amplified and modified as in paragraph 2 below. 

2. In exercise of the powers conferred upon it by sub-section (2) of section 
21 of the Banking Companies Act, 1949, and in amplification and partial modifi- 
cation of the directive contained in paragraph 2 of its circular letter DBO. No. 
Sch. 3289lC. 218-56 dated the 17th May 1956, the Reserve Bank hereby directs : 

( i )  thaf nothing in sub-clause (a) of clause ( i )  of paragraph 2 of the said 
directive dated the 17th May 1956 shall apply to any credit limit referred 
to in that sub-clause in cases where the credit limit together with any 
increase thereof does not exceed fifty thousand rupees; 

(ii) that a fresh credit limit sanctioned in accordance with sub-clause (b) 
of clause (i) of paragraph 2 of the said directive dated the 17th May 
1956 shall not be increased except in cases where the credit limit together 
with such increase does not exceed fifty thousand rupees; 

(iii) (a) that every scheduled bank shall, in respect of each credit limit and 
advance against the security of paddy and rice granted before the date 
of receipt of this directive, increase the existing margin stipulated or  
secured by an amount not less than 10 per cent of the value of the aforesaid 
commodities comprising the security for such credit limit or  advance : 

Provided that this sub-clause shall not apply to any credit limits or advances 
in respect of which a scheduled bank has complied with the requirements of clause 
(ii)  of paragraph 2 of the said directive dated the 17th May 1956. 



(b)  that every scheduled bank shall, in respect of each credit limit and 
advance against the security of paddy and rice granted after the date of 

' the receipt of this directive maintain, in addition to the margin usually 
or i n  the normal course of business stipulated or secured by it with refer- 
ence to such credit limit or advance, a margin which shall not be less 
than 10 per cent of the value of the aforesaid commodities comprising 
the security for such credit limit or advance. 

(iv) for purposes of clause (iii) above and of paragraph 2 of the said directive 
dated the 17th May 1956 credit limits sanctioned by way of purchase of 
demand documentary bills drawn in connection with the movement of 
paddy and rice shall not be taken into account. 

3. In brief, the effect of the above modification and amplification is as 
follows :- 

(1) It is open to a bank to increase the limits or advances against paddy and 
rice outstanding on the date of the receipt of the directive upto Rs. 50,C)OO 
in cases where they were less than Rs. 50,000, which is the germissible 

,- amount for fresh advances. 

(2) It is also permissible to increase fresh limits ,or dvances of less than 
Rs. 50,000 upto Rs. 50,000. 

(3) Banks are also required to increase tbeThargins normally stipulated by 
them against such advances by an_ additional 10 per cent in the case of 
limits, etc. that might be sa?ctioned after the receipt of the directive. 

21. DBO. No. Leg. November 12, 1956 

Amendment to the Reserve Banks' Regulations, 1951 

Please refer to our 594916646, dated the 15th September 
1956 advising may, with effect from the 1st October 

facilities under regulation 8(1)(b) of the 
Regulations, 1951 thrice a week instead 

of twice a week and.-thaf arrangements are being made to  amend the Regulations 
accordingly. _ i=~exercise of the powers conferred by sub-sections (I) and (2) 
of secfion"58 of the Reserve Bank of India Act, 1934 (I1 of 1934), the Central 
Boa d.&f the Reserve Bank of India has, with the previous sanction of the Central 
GdGrnment, now amended regulation 8(l)(b) of the Reserve Bank of India Sche- 

,,46&d Banks' Regulations at its meeting held on the 26th October 1956, as follows :- 

' / l'lo clause (b) of Regulation 8(1), for the word 'twice' substitute the word 
,. 'thrice' ". 

22, DBO. No. Sch. 82511C. 218-56 dated November 14, 1956 

Bank advances against paddy and rice 

Please refer to the directives contained in our circular letters Nos. DBO. 
Sch. 3289 and 67701C. 218-56, dated the 17th May and the 18th October 1956, 



respectively, regarding- the advances against paddy and rice. I t  appears that the 
level of bank advances against the above commodities has appreciably declined 
since the issue of the former directive. In view of this, the continuance of the 
restrictions imposed by us on such advances is no longer considered necessary. 
We have, therefore, to advise that the directives referred to above are hereby 
withdrawn with effect from today. 

2. ~inck  rice and paddy advances are required mainly to meet seasonal needs, 
we anticipate that you will sanction your credit limits to parties on a purely short- 
term basis and for their bona Jide requirements so that speculative hoarding of 
stocks is not facilitated. 

23. DBO. No.  B. M. 829I/C. 297A-56 dated November 15, 1956 

Advances to scheduled banks under section 17(4) (c) of t h e  Reserve 
Bank of lndia Act, 1934 

-- 
We egclose for your information a copy of the press communique issued by 

us on the 14th November 1956 on the above subject. I t  will be observed therefrom 
that it has been 3ecided that advances granted by the Reserve Bank on and after 
the 2lst November f956 would be at the Bank rate (viz. 34 per cent). As 
from that date no furthh advances will be granted in the existing accounts and the 
balance, if any, outstanding tharein will continue to be charged interest at 3% per 
cent per annum. Billslnotes fdi- an amount adequate in the opinion of the 
Reserve Bank to cover the relative outstanding balance as at  the close of business 
on the 20th November 1956 will be earmarked as specific security there against 
and surplus security, if any, will be availabfa to you for further drawings, if requir- 
ed, after the 20th instant. This will, howkver be without prejudice to Reserve 
Bank'sright to  recover the balance in the old actount from the securities constitut- 
ing the surplus, if need should arise for doing so.  he balance in the said account 
may be repaid as and when the relative bills matur-9. 

2. The advances on and after the 21st ~ o v e m b i r  1956 will be put through 
a fresh account opened for the purpose and the balan@ therein will be charged 
interest at the Bank rate (34 per cent). 

24. DBO. No. B.M. 8977/C. 297A-56 dated ~ e c e t i t b e i - t t ? ~ ~  

Advancer to scheduled banks under section 17 (4) (c) of the ~eserv>$&ank 
of India Act, 1934 

As you are aware, the Bill Market Scheme introduced by the Reserve Bank 
in January 1952 has been liberalised from time to time. Thus, while in the first 
year of its operation, scheduled banks having deposits (including deposits outside 
India) of Rs. 10 crores and more only were eligible to participate in it, a t  present 
all licensed scheduled banks are eligible to  avail themselves of the facilities provided 
under the Scheme. Similarly, the original stipulations regarding the minimum 
amount which a bank can borrow under the Scheme at any one time and the mini- 
mum amount of each individual bill to bc lodged as security have sin= been reduced 
fram Rs. 25 lakhs and Rs. 1 iakh, to Rs. 10 lakhs and 1b. 5O,OOO, respectively. 



2, Certain relevant data which show tho increasing extent to which tho relative 
facilities are being availed of by the participating banks are given below :- 

(Amounts in crores of rupees) 

During the season commenting from 

1-10-1953 1-10-1954 1-10-1955 
to to to 

30-9-1954 30-9-1955 30-9-1956 

Aggregate amount of limits sanctioned . . 71.81 82.40 118.15 

Aggretate amount of advances availed of 136.57 204.88 305.26 

Amount of advances outstanding as at the 
end of the season . . . . . 1.32 7.80 33.86 

As regards the current season, the data available with us indicate that tho 
aggregate limits sanctioned and the total advances availed of by the participating 
banks upto the 30th November 1956 at Rs. 106.62 crores and Rs. 103.62 crores 
stand considerably higher than the relative figures for the corresponding period 
of the previous season at Rs. 63.62 crores and Rs. 13.48 crores, respectively ; 
the amount outstanding as on the 30th November 1956 was also higher at Rs. 43.35 
crores as against Rs. 6.18 crores as on the corresponding date last year. Further, 
the aggregate amount of limits which had to be rejected by the Reserve Bank 
on various grounds during the last season constituted only 3.3 per cent of the 
total advances availed of during the relative period. It,will be clear from the fore- k going that limits are being sanctioned under the sc eme quite libexally and that 
the Reserve Bank has been meeting, in an increasing measure, banks' require- 
ments of funds to enable them in turn to assist trade, industry and commerce. 

3. Taking into account the increased economic activity in the country and 
the additional credit requirements that banks are called upon to meet, the Reserve 
Bank has decided to continue to  cpnsider liberally all proposals submitted by the 
eligible banks under the Bill Market Scheme ; at the same time, i t  has to be em- 
phasised that it would not be proper on the part of banks to depend on borrowed 
funds to an unlimited extent for the purpose of meeting the increased demand for 
credit3 It has also to be noted in this context that any liberalisation of tho scheme 
willaecessarily have to be subject to  the statutory requirements which, inter alia, 
make it incumbent on the Bank to ensure that the relative bills bear two or more 
good signatures. Participating banks should, therefore, ensure that the billspro- 
posed to  be lodged relate only to advances granted to parties of standing and 
integrity. 

4, It will be observed from paragraph 4(b)(iv) of the memorandum 
expldning the details of the Bill Market Scheme forwarded to scheduled 
bankkwitb our circular letter DBO. No. Sch. 2221C. 96G-52 dated the 16th 
lanuary,l952 that as regards the borrowings thereunder it is not incumbent on 
tho participating .banks to have any ceiling Limits sanctioned by the Reserve 
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Bank. Thus, whenever a bank which has executed a demand promissory note 
for an amount based on its estimated requirements finds it necessary to  have 
tional accommodation, it has only to lodge a letter in the form given in Annexure 
'D' to the memorandum besides a promissory note. In this connection a re- 
ference, is also invited to paragraph 2 of our letter DBO. No. Ins. 6492/C. 297-52 
dated the 8th November 1952. We have, however, received in the past requests 
from some banks for sanction of certain specified ceiling limits and in such cases 
it has been our practice to consider them on merits and advise the banks concerned 
suitably in the matter. As it is not our intention to impose any overall limits in 
respect of banks for advances under the Bill Market Scheme, it is no longer 
necessary for these banks to apply for ceiling limits. 



APPENDIX 1V " 

I. THE RESERVE B A N K  OF I N D I A  (AMENDMENT) ACT, 1956 

(ACT 38 OF 1956) 

An Act further to amend the Reserve Bank of India Act, 1934. 

BE it enacted by Parliament in the Seventh Year of the Republic of India 
as  follows :- 

I. Short t i t le  and commencement. (I) This Act may be called the Re- 
serve Bank of India (Amendment) Act, 1956. 

(2) I t  shall come into force on such date as,the Central Government may, 
by notification in the Official Gazette, appoint, and different dates may be ap- 
pointed for different provisions of this Act. 

2. Amendment of section 19. In section 19 of the Reserve Bank of India 
Act, 1934 (2 of 1934) hereinafter referred to as the principal Act, after the figure 
"18", the figures "42" shall be inserted. 

3, Amendment of section 33. In section 33 of the principal Act,- 

(a) for sub-section (2), the following sub-section shall be substituted, namely:- 

"(2) Of the total amount of the assets, the amount of gold coin or 
gold bullion and the amount of foreign securities shall not at any timo be 
less than one hundred and fifteen crores of rupees and four hundred crores 
of rupees respectively in value."; 

(b) in sub-section (4), for the figures "8.47512", the figures "2.88" shall be 
substituted. 

4. Substitution of new section for  section 37. Suspension o f  assets 
!requirements as t o  foreign securities. For section 37 of the principal Act, 
the following section shall be substituted, namely :- 

"37. Notwithstanding anything contained in the foregoing provisions, 
the Bank may, with the previous sanction of the Central Government, for 
periods not exceeding six months in the first instance, which may, with the 
like sanction, be extended from time to time by periods not exceeding three 
months at a time, hold as assets foreign securties of less amount in value ' 
than that required by sub-section (2) of section 33 : 

Provided that the amount of foreign securities so held shall not at any 
time be less than three hundred crores of rupees in value.". 



5. Amendment of section 42. In section 42 of the principal Act,- 
. t .  

(a) ;for sub-section (I) ,  the following sub-sections shall, be. substituted, name- . * . . .  ' r . .  '~ , ;  . (  . ; - . :  ; . . . #  
:- 

"(I) Every bank included in the Second Schedule shall maintain with 
the Bank nn average daily balance the amount of which shall not be less than 
five per cent of the demand liabilities and two per cent of the time liabilities 
in Indin of such hank as shown in the return referred to in sub-section (2): 

Provided that the Bank may, by notification in the Gazette of India, 
incrensc tho said rates to such higher rates as may be specified in the noti- 
fication so however, that the rate shall not be more than twenty per cent, 
in tho case of demand liabilities and more than eight per cent, in the case of 
timo liabilities. I 

Exp1an~tibn:-For ' the purposes of this section,- 

(a) 'average daily balance' shall mean the average of the balances 
held at tho close of business on each day of a week ; 

I 

(b) 'week' shall mean the period from Saturday to the following 
Friday, both days inclusive ; 

(c) 'liabilities' shall not include the paid-up capital or the reserves, 
or iny  credit balance in the profit and loss account of the bank or the 
amount of any loan taken from the Bank, the State Bank, or any other 
bank notified by' the Central Government in 'this behalf. 

, . . (IA)  Notwithstanding anything contained in sub-section (I) ,  the Bank 
may, by notification in, the Gazette of India, direct that every scheduled bank 
shall, with effectrfrom such date as may be specified in the notification, main- 
tain with the Bank, in addition to the balance prescribed by or  under sub- 
section (I), an additional average daily balance the amount of which shall 
not be less than the rates specified in the notification, such additional balance 
being calculated with reference to the excess of the demand and time liabilities 
of the bank as shown in the return referred to in sub-section (2) over itl; 
demand and time at the close of business on the date specified in  
the notification by such return so however,' that the additional 
balance shall, in more than such excess : 

Provided that nothing in this sub-section shall make it necessary for 
any scheduled bank to maintain with the Bank any balance which shall be more 
than twenty per cent of its demand liabilities and eight per cent of its time 
liabilities as shown in the return referred to in sub-section (2). 

(IB) Where any scheduled bank maintains, in pursuance of a noti- 
fication issued under the proviso to sub-section ( I )  or under sub-section 
(IA), any balance with the Bank the amount of which is not less than that 
required to be maintained by such notification, the Bank may pay to  the sche- 
duled bank interest a t  such rate or rates as may be determined by the Bank 



from time to tinid on the amount by which such balance actually rnnintrtincd 
is in excess of the balance which the scheduled bank would havc to main- 
tain, if no such notification was issued : 

Provided that ho interest shall bc payable on any such amount actually 
maintained as is in excess of the balance required to be maintained by or 
under sub-section (1) or under sub-section (IA)" ; ' 

(6)  for sub-section (3), thz following sub-section shall be substituted, namc- 
ly :- 

"(3) If the average daily balance held at the Bank by a scheduled bank 
during any week is below the minimum prescribed by or under sub-section 
(I) or sub-section (141, such scheduled bank shall be liahle to pay to the 
Bank in respect of that week penal interest at n ratc of three per cent above 
the Bank ratc on the nnlount by which such balance with tllc Bank falls short 
of ths prcscribcd minimum, and if during the next succeeding wcck, such 
average daily balance is still below the prcscribcd minimum, thc rates of 
penal interest shall be increased to a rate of five pcr ccnt above tho Rank rate 
in respect of that week and each subsequent wcek during which the default 
continueson the amount by which such balance at thc Bank falls short of tho 
prescribed minimum" ; 

(c) in sub-section (34,  for the portion commencing with the words "if thore- 
after on the day fixed for the next return" and ending with the words "recciving 
after the said day any fresh deposit", the following shall be substituted, nnmcly :- 

''if thereafter the average daily balance held at  the Bank during tho next 
succeeding week is still below the prescribcd minimum,- 

(a) every director, manager or secretary of thc schcdulcd bank, 
who is knowingly and wilfully a party to the default, shall be punishable 
with fine which may extend to five hundred rupees and with a further 
fine which may extend to five hundred rupees for each subsequent 
week during which. the default continues, and 

(b) the Bank may prohibit the scheduled bank from receiving after 
the said week any fresh deposit.". 

6. Amendment of section 46A. In clause (b) of sub-section (2) of 
section 46A of the principal Act,- . 

(a) the words "for agricultural purposes,' shall be omitted ; and 

(h) after the words "by the Bank", the words "and such loans and ad- 
vances may be made for agricultural purposes or for such other purposes 
connected with the agricultural activities as the Central Board may, from 
time to time, by regulation or otherwise, determine" shall be inserted. 

7. Amendment of section 24 of t h e  Banking Companies Act, 1949. In 
sub-section (2) of section 24 of the.Banking Companies Act, 1949 ( X of 1949) 
for the words, brackets and figures "sub-section (I$ of sectioc 42" the word 
and figures "section 42" shall be substituted. . 



2. THE PIANKING COMPANIES (AMENDMENT) ACT, 1956 

(ACT 95 OF 1956) 

AN ACT further to amend the Banking Companies Act, 1949. 

BE it enacted by Parliament in the Seventh Year of the Republic of India as 
follows:- 

I. Short title and commencement.-(1) This Act may be called the 
Banking Companies (Amendment) Act, 1956. 

(2) It  shall come into force on such date as the Central Government may, 
by notification in the Official Gazette, appoint. 

2. Substitution of new section for section 10.--For section 10 of the 
Banking Companies Act, 1949 (X of 1949) (hereinafter referred to as the princi- 
pal Act), the following section shall be substituted, namely :- 

"10. Prohibition of employment of managing agents and restrictions 
on certain forms of employment.- 

(I) No banking company- 

(a) shall employ or be managed by a managing agent ; or 

(6) shall employ or continue the employment of any person- 

(i) who is, or at  any time has been, adjudicated insolvent, or has 
suspended payment or has compounded with his creditors, or who is, 
or has been, convicted by a criminal court of an offence involving moral 
turpitude ; or 

(ii) whose remuneration or part of whose remuneration takes the 
form of commission or of a share in  the profits of the company : 

Provided that nothing contained in this clause shall apply to the payment 
of any bonus by any banking company in pursuance of a settlement or award 
arrived at or made under any law relating to industrial disputes or in accordance 
with any scheme framed by such banking company or in accordance with the 
usual practice prevailing in banking business ; or 

(iii) whose remuneration is, in the opinion of the Reserve Bank,' 
excessive ; or 

(c) shall be managed by any person- 

(i) who is a director of any other company not being a subsidiary 
company of the banking company ; or 

(ii) who is engaged in any other business or vocation ; or 



(iii) who has a contract with the company for its management 
for. a period exceeding five years at any one time : 

Provided that any contract with the company for its management may be 
renewed or extended for a further period not exceeding five yeas at a time if and 
so often as the directors so decide : 

Provided further that nothing in this clause shall apply to a director, other 
than the managing director, of a banking company by reason only of his being 
such director. 

Explanation:-For the purpose of sub-clause (iii) of clause (b), the expression 
"rem~neration,~' in relation to a person employed or continued in employment, 
shall include salary, fees and perquisites but shall not include any allowances or 
other amounts paid to him for the purpose of reimbursing him i n  respect of the 
expenses acutally incurred by him in the performance of his duties. 

(2) In forming its opinion under sub-clause (iii) of clause (b) of sub-section 
(I), the Reserve Bank may have regard among other matters to the following :- 

. (i) the financial condition and history of the banking company, 
its size and area of operation, its resources, the volume of its business, 
and the trend of its earning capacity ; 

(ii) the number of its branches or offices ; 

(iii) the qualifications, age and experience of the person 
concerned ; 

(iv) the remuneration paid to other persons employed by the banking 
company or to any person occupying a similar position in  any other 
banking company similarly situated ; and 

(v) the interests of its depositors. 

(3) If any question arises in any particular case whether the remuneration 
is excessive within the meaning of sub-clause (iii) of clause (b) of sub-section (I), 
the decision of the Reserve Bank thereon shall be final for all purposes.". 

3. Substitution of new section for section 12.-For section 12 of the 
principal Act, the following section shall be substituted, namely :- 

"12. Regulation of paid-up capital, subscribed- capital and authorised 
capital and voting rights of shareholders.- 

(I) No banking company shall carry on business in India, unless i t  satisfies 
the following conditions, namely :- 

( i )  that the subscribed capital of the company is not less than one- 
half of the authorised capital, and the paid-up capital is not less than 
one-half of the subscribed capital and that, if the capital is increased, it 



complies with the conditions prescribed in this clause within such period 
not exceeding two years as the Reserve Bank may allow ; 

(ii) that the capital of the company consists of ordinary shares 
only or of ordinary shares or equity shares and such preferential shares 
as may have been issued,prior to the 1st day of July, 1944 : 

Provided that nothing contained in this sub-section shall apply to  any banking 
company incorporated before the 15th day of January, 1937. 

(2) No person holding shares in a banking company shall, in respect pf 
i any shares held by him, exercise voting rights in excess of five per cent of the total 
' voting rights of all the shareholders of the banking company. 

(3) Notwithstanding anything contained in any law for the time being in 
force or in any contract or instrument no suit or other proceeding shall be main- 
tained against any person registered as the holder of a share in a banking company 
on the ground that the title to the said share vests in a person other than the re- 
gistered holder : 

Provided that nothing contained in this sub-section shall bar a suit or other 
proceeding- 

(a) by a transferee of the share on the ground that he has ,obtained from 
the registered holder a transfer of the share in accordance with any law relating 
to such transfer ; or 

(b) on behalf of a minor or a Iunatic on the ground that the registered 
holder holds the share on behalf of the minor or Iunatic. 

(4) Every chairman, managing director or chief executive officer by what- 
ever name called of a banking company shall furnish to the Reserve Bank through 
that banking company returns containing full particulars of the extent and value 
of his holding of shares, whether directly or indirectly, in the banking company 
and of any change in the extent of such holding or any variation in the rights 
attaching thereto and such other information relating to those shares as the Reserve 
Bank may, by order, require and in such form and at such time as may be specified 
in the order.". 

4. Insertion of new section I2A.-After section 12 of the principal Act, 
the following section shall be inserted, namely :- 

"12A. Election of new directors.-(1) The Reserve Bank may, by order, 
require any banking company to call a general meeting of the shareholders 
of the company within such time, not less than two months from the date 
of the order, as may be specified in the order o r  within such further time 
as the Reserve Bank may allow in this behalf, to  elect in accordance with 
the voting rights permissible under this Act fresh directors, and the banking 
company shall be bound to comply with the order. 



(2) Every director elected under sub-section (I) shall hold office until the 
date up to which his predecessor would have held office, if the election had not 
been held. 

(3) Any election duly held under this section shall not be called in question 
in any court.". 

5. Substitution of new section for section 16.-For section 16 of the 
principal Act, the following section shall be substituted, namely :- 

,a "16. Prohibition of common directors.-(I) No banking company 
incorporated in India shall have as a director any person who is a director- 

(i) of any other banking company ; or 

(ii) of comhanies which among themselves are entitled to exercise 
voting rights in excess of twenty per cent of the total voting rights of all 
the shareholders of the banking company. 

(2) If immediately before the commencement of the Banking Companies 
(Amendment) Act, 1956, any person holding office as a director of a banking 
company is also a director of companies which among themselves are entitled to 
exercise voting rights in excess of twenty per cent of the total voting rights of all 
the shareholders of the banking company he shall, within such period from such 
commencement as the Reserve Bank may specify in this behalf- 

(a) either resign his office as a director of the banking company ; or 

(b) choose such number of companies as among themselves are not 
entitled to exercise voting rights in excess of twenty per cent of the' total voting 
rights of all the shareholders of the banking company as companies in which 
he wishes to continue to hold the office of a director and resign his office as 
a director in the other companies.". 

6. Amendment of section 27.-In section 27 of the principal Act, for sub- 
section (3 ,  the following sub-section shall be substituted, namely :- 

"(2) The Reserve Bank may at any time direct a banking company to furnish 
i t  within such time as may be specified by the Reserve Bank, with such state- 
ments and information relating to the business or affairs of the banking company 
(including any business or affairs with which such banking company is concern- 
ed) as the Reserve Bank may consider necessary or expedient to  obtain for 
the purposes of this Act, and without prejudice to the generality of the foregoing 
power may call for information every half-year regarding the classification of 
advances and investments of banking companies in respect of industry, com- 
merce and agriculture.". 

7. Insertion df new sections 35A and 35B.-After section 35 of the principal 
Act, the following sections shall be inserted, namely :- 

"35A. Power of the Reserve Bank to give directions.- 



( I )  Where the Reserve Bank is satisfied that- 

(a) in the national interest ; or 
- 

(b) to prevent the affairs of any banking company being conducted in 
a manner detrimental to the interests of the depositors or in a manner pro- 
judicial to the interests of the banking company ; or 

(c) to secure the proper management of any banking company generally ; 
it is necessary to issue directions to banking companies generally or to any 
banking company in particular, it may, from time to time, issue such direc- 
tions as it deems fit, and the banking companies or the banking company, 
as the case may be, shall be bound to comply with such directions. 

(2) The Reserve Bank may, on representation made to i t  or on its own 
motion, modify or cancel any direction issued under sub-section (I), and in so 
modifying or cancelling any direction may impose such conditions as it thinks 
fit, subject to which the modification or cancellation shall have effect. 

35B. Amendments of provisions relating to appointments of managing 
directors, etc. to be subject to previous approval of the Reserve Bank.- 

(1) 1n the case of a banking company- 

(a) no amendment of any provision relating to the appointment or 
re-appointment or remuneration of a managing or whole-time director or of 
a director not liable to retire by rotation or of a manager or a chief executive 
officer by whatever name called, whether that provision be contained in 
the company's memorandum or articles of association, or in an agreement 
entered into by it, or in any resolution passed by the company in general 
meeting or by its Board of directors shall have effect unless approved by 
the Reserve Bank ; 

(b) no appointment or re-appointment of a managing or whole-time 
director, manager or chief executive officer by whatever name called, shall 
have effect unless such appointment or re-appointment is made with the 
previous approval of the Reserve Bank. 

(2) Nothing contained in sections 268, 269, 310, 311 and 388 (insofar as 
section 388 makes the provisions of sections 310 and 311 apply in  relation to the 
manager of a company) of the Companies Act, 1956, (I of 1956) shall apply to  
a banking company after the commencement of the Banking Companies (Amend- 
ment) Act, 1956. 

(3) N o  act done by a pcrson as a managing or  wholetime director or  a 
director not liable to retire by rotation or a manager or a chief executive officer by 
whatever name called, shall be deemed to be invalid on the ground that it is sub- 
sequently discovered that his appointment had not taken effect by reason of any 
of the provisions of this Act ; but nothing in this sub-section shall be construed 
as rendering valid any act done by such person after his appointment has been 
shown to the banking company not to havc had effect.", 



8. Amendment of section 36.-In section 36 of the principal Act, in sub- 
section (I), for clause (4, the following clause shall be substituted, namely :- 

"(4 during the course, or after the completion, of any inspection of a 
banking company under section 35, by order in writing and on such terms 
and conditions as may be specified therein- 

( i )  require the banking company to call a meeting of its directors 
for the purpose of considering any matter relating to or arising out of 
the affairs of the banking company, or require an officer of the banking 
company to discuss any such matter with an officer of the Reserve Bank ; 

(ii) depute one or more of its officers to watch the proceedings at 
any meeting of the Board of directors of the banking company or of 
any committee or of any other body constituted by it ; require the bank- 
ing company to give an opportunity to the officers so deputed to be 
heard at such meetings and also require such officers to send a report of 
such proceedings to the Reserve Bank ; 

(iii) require the Board of directors of the banking company or any 
committee or any other body constituted by it to give in writing to any 
officer specified by the Reserve Bank in this behalf at his usual address 
all notices of, and other communications relating to, any meeting of the 
Board, committee or other body constituted by i t  ; 

(iv) appoint one or more of its officers to observe the manner in 
which the affairs of the banking company or of its offices or branches are 
being conducted and make a report thereon ; 

(v) require the banking company to make, within such time as may 
be specified in the order, such changes in the management as the Reserve 
Bank may consider necessary in consequence of the state of affairs dis- 
closed during or by the, inspection.". 

9. A m e n d m e n t  of  section 46.-In section 46 of the principal Act- 

( i )  in sub-section ( I ) ,  for the word "required", the words "or in  
any information required or furnished" shall be substituted ; and 

(ii) in sub-section (4, after the words "any order", the words "or 
direction" shall be inserted. 

10. Insertion of  new sect ion 4QA.-After section 46 of the principal Act, 
the following section shall be inserted, namely :- 

"46A. Chairman, director, etc. to be public servants for the purposes 
of Chapter IX of the Indian Penal Code.- 

Every chairman, director, auditor, liquidator, manager and any other em. 
ployeo of a banking company shall be deemed to be a public servant for the pur. 
poses of Chapter IX of the Indian Penal Code.". 



I I. Amendment of section 49.-In section 49 of the principal Act, for the 
words and figures "sections 17,77, 83B. 86H, 91B, 91D and sub-section (5) of 
section 144 of the Indian Companies Act, 1913 (VII of 1913)", the following 
shall be substituted, namely :- 

"sections 90, 165 and 255, clauses (a) and (b) of sub-section (1) of section 
293 and sections 300 and 416 of the Companies Act, 1956 (I of 1956).". 

12. Amendment of section 50.-Insection 50 of the principal Act, for the 
words, brackets, figures and letter "contained in sections 10 and 16 or  by reason 
of the compliance by a banking company with any order given to it under sub- 
clause (ii) of clause (d) of sub-section (I) of section 36" the following shall be 
substituted, namely :- 

"contained in sections 10, 12A, 16, 35A, 35B and 36 or by reason 
of the compliance by a banking company with any order or direction given 
to it under this Act". 

13. Amendment of section 51.-In section 51 of the principal Act, for 
the word and figures "34 to 36", the following shall be substituted, namely :- 

"34, 35, 36 [excluding clause (d) of sub-section (I) I.". 
14. Other miscellaneous amendments.-The principal Act shall be 

further amended in the manner specified in the Schedule : 

Provided that the amendments specified in the Schedule relating to  section 
2 and to the sections contained in Part I11 and Part IIIA of the principal Act shall 
not apply to a banking company the winding up of which commenced before the 
1st day of April, 1956, and the provisions of the principal Act shall apply to such 
banking company as if the amendments aforesaid had not been made. 

THE SCHEDULE 

(See section 14) 

OTHER MISCELLANEOUS AMENDMENTS IN THE BANKING 
COMPANlES ACT, 1949 

1. In sections 2 and 5, for "Indian Companies Act, 1913 (VII of 1913)" 
and "Indian Companies Act, 1913", substitute "Companies Act, 1956 (I of 1956)". 

2. In section 7, for "section 26 of the Indian Companies Act, 1913 (VII of 
1913)", substitute "section 25 of the Companies Act, 1956 (I of 1956)". 

3. In section 11, for "section 103 of the Indian Companies Act, 1913 (VII 
of 1913)", substitute "section 149 of the Companies Act, 1956 (I of 1956)". 

4. In section 13, for "sections 105 and 105A of the Indian Companies Act, 
1913 (VII of 1913)", substitute "sections 76 and 79 of the Companies Act, 1956 
(I of 1956)". 
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5. In section 17, for the existing Explanation, substitute the following 
Explanation, namely :- 

"Explanation :-The provisions of section 349 of the cornpa*ies Act, 
1956, (I of 1956) shall apply for the purpose of computing net profits under 
this section as they apply for the purpose of computing net profits under sec- 
tion 348 of the said Act". 

6. In section 20, for "section 54A of the Indian Companies Act, 1913 (VII 
of 1913)", substitute "section 77 of the Companies Act, 1956 (I of 1956)". 

7. In section 29, for "marked F in the Third Schedule to the Indian Com- 
panies Act, 1913 (VII of 1913)", substitute "set out in Part I of Schedule VI to the 
Companies Act, 1956 (I of 1956)". 

8. In section 30, for "section 145 of the Indian Companies Act, 1913 (VII of 
1913)", substitute "section 227 of the Companies Act, 1956 (I of 1956)". 

9. In section 32, for "section 134 of the Indian Companies Act, 1913 (VII 
of 1913)", substitute "section 220 of the Companies Act, 1956 (I of 1956)". 

10. In section 35, for "section 138 of the Indian Companies Act, 1913 (VII 
of 1913)", substitute "section 235 of the Companies Act, 1956 (I of 1956)". 

11. In section 38- 

(i) in sub-section (I), for "section 162 or section 271 of the Indian Com- 
panies Act, 19 13 (VII of 19 13)", substitute "section 433 or section 583 of the 
Companies Act, 1956 (I of 1956)" and 

(ij) in sub-section (3), for "section 163" substitute "section 434 of the 
Companies Act, 1956 (I of 1956)". 

12. In section 38A omit sub-section (2) and sub-section (3). 

13. , In section 39, for "section 175 of the Indian Companies Act, 1913 (VII 
of 1913)", substitute "section 448 of the Companies Act, 1956 (I of 1956)". 

14. In  section 40, for "section 173 of the Indian Companies Act, 1913 (VII 
of 1913)", substitute "section 466 of the Companies Act, 1956 (I  of 1956)". 

15. In  section 41, for "section 177B of the Indian Companies Act, 1913 
PI1 of 1913)", substitute "section 455 of the Companies Act, 1956 (I of 1956)". 

16. In section 42, for "sections 178A and 183 of the Indian Companies 
Act, 191 3 (VII of 19 13)", substitute "sections 460,464 and 465 of the Companies 
Act, 1956 (I of 1956)". 

17. In section 43, for "section 191 of the Indian Companies Act, 1913 (VII 
of 1913)", substitute "section 474 of the Companies Act, 1956 (I of 1956)". 



18. In section 43A, for "section 230 of the Indian Companies Act, 1913 
PI1 of 1913)", substitute "section 530 of the Companies Act, 1956 (I of 1956)". 

19. In section 44- 

(i) for "section 203 of the Indian Companies Act, 1913 (VII of 1913)", 
substitute "section 484 of the Companies Act, 1956 (I of 1956)"; and 

(ii) for "sections 218 and 220", substitute "sections 521 and 441". 

20. In section 45, for "section 153 of the Indian Companies Act, 1913 gin 
of 1913)", substitute "section 391 of the Companies Act, 1956 (I of 1956)". 

21. In section 45A, for "Indian Companies Act, 1913 (VII of 1913)", sub- 
stitute "Companies Act,1956 (I of 1956)". 

22. In section 45B, for "section 153 of the Indian Companies Act, 1913 
(VII of 1913)", substitute "section 391 of the Companies Act, 1956 (I of 1956)". 

23. In section 45E- 

(i) for "section 184 of the Indian Companies Act, 1913 (VII of 1913)" 
substitute "section 467 of the Companies Act, 1956 (1 of 1956)"; and 

(ii) for "section 187 of the Indian Companies Act, 1913 (VII of 1913)", 
substitute "section 470 of the Companies Act, 1956 (I of 1956)". 

24. In section 45H, in sub-sections (I) and (2), for "section 235 of the Indian 
Companies Act, 1913 (VII of 1913)", substitute 'csection 543 of the Companies 
Act, 1956 (I of 1956)". 

25. In section 45J, for "Indian Companies Act, 1913 (VII of 1913)", sub- 
stitute "Companies Act,  1956 (I of 1956)". 

26. In  section 45K- 

(i) in sub-section (I) and in sub-section (3), for "section 153 of the Indian 
Companies Act, 1913 (VII of 1913)", substitute "section 391 of the Corn- 
panies Act, 1956 (I of 1956)"; and 

(ii) in sub-section (2)- 

(a) for "section 153 of the Indian Companies Act, 1913 (VII of 
1913)", substitute "section 391 of the Companies Act, 1956 (I of 1956)", and 

(b) for "section 162 of the Indian Companies Act, 1913 PI1 of 
1913)", substitute "section 433 of the Companies Act, 1956 (I of 1956)". 

27. In section 45L- 

(i) In sub-section ( I ) ,  for "section 153 of the Indian Companies Act, 
1913 (VII of 1913)", substitute "section 391 of the Companies Act, 1956 
(I of 1956)" ; and 



( i i )  in sub-section (2)- 

(a) for "section 153 of the Indian Companies Act, 1913 (VII of 
1913)", substitute "section 391 of the Companies Act, 1956 (I of 1956)", 
and 

(b) for "section 235 of the said Act", substitute "section 543 of 
the said Act". 

28. In section 45M, for "section 153 of the 1nd;an Companies Act, 1913 
(VII of 1913)", substitute "section 391 of the Companies Act, 1956 (I of 1956)". 

29. I n  section 45 0 in sub-section (2), for "section 235 of the Indian Com- 
panies Act, 1913 (VII of 1913)", substitute "section 543 of the Companies Act, 
1956 (I of 1956)". 



APPENDIX V 

REPORT OF THE TRAVANCORE-COCHIN BANKING I N Q U I R Y  
COMMlSSlO N 

Summary of Main Suggestions and Recommendations 

1. The continued existence of certain companies which are not entitled to 
transact business, in terms of section 11(I) of the Banking Companies Act, 1949 
but still style themselves as banking companies, has created an anomalous position 
which should not be allowed to continue. 

2. Banks which have secured exemption from section 11 of the Banking 
Companies Act, 1949 upto the 31st March 1957, and whose financial position is 
satisfactory, may be given a final chance by extending the period of exemption by 
three more years upto the 31st March 1960, to enable them to bring up their 
capital and reserve requirements to the prescribed level ; while extending the 
period of exemption, it should be made quite clear to the banks that no further 
exemption would be granted to them and they should take appropriate steps to 
comply with the law before that date. 

3. The question of prescribing different ratios for demand and time liabilities 
for the purposes of section 24 of the Banking Companies Act, 1949 may be further 
examined by the Government of India and a suitable decision taken in the matter. 
Meanwhile, so far as the banks incorporated in, and confining their activities to 
the Travancore-Cochin State are concerned, the present concession granted to  
them up to the 31st March 1957, viz., the maintenance of 15 per cent of their total 
demand and time liabilities in eligible assets, may be continued for a further period 
of three years, i.e., up to the 31st March 1960. 

4. Balances maintained with banks other than the Reserve Bank of India 
and its agent should not be taken into account for purposes of section 24 of the 
Banking Companies Act, 1949. 

5. The amount of advances granted b y  banks against fixed deposits should 
not be set off while computing liabilities for the purposes of section 24 of the Bank- 
ing Companies Act, ,1949. 

6.  The question of excluding borrowings from banks other than the Reserve 
Bank of India and the State Bank of India against approved securities while com- 
puting liabilities for the purposes of section 24 of the Banking Companies Act, 
1949 may be further examined by the Government of India and a suitable decision 
reached in the matter. 

7. The amount of borrowings availed of by banks against their fixed deposits 
with other banks should not be excluded while cornputin3 liabilities for the purpose 
of section 24 of the Banking Compa~lies Act, 1949. 

8. Banks incorporated in  the Travancore-Cochin State should take concerted ' 

action to bring down the general Ievel of the present rates of interest on deposits. - 



9, The question whether the higher percentage of time deposits in the case 
of banks incorporated in the Travancore-Cochin State would justify the adoption 
of a higher ratio of advances to deposits for the purpose of determining the safe 
limit for advances requires fuller examination. 

10. While the Reserve Bank of India may take due notice of the fact that 
in rural areas it is easy for banks to possess intimate knowledge of would-be borrow- 
ers, it should continue to be vigilant in the matter of banks incorporated in the 
Travancore-Cochin State granting unsecured advances. 

11. While tendering advice to banks incorporated in the Travancore-Cochin 
State in regard to their advances against real estate, the Reserve Bank of India 
should take into consideration the fact that, in this State, land is well-developed 
and commands high value. At the same time, these banks should not grant 
advances against real estate on a large scale. They should also take all the necessary 
precautions; they should obtain valuation reports on the properties and one or 
two df their directors should be made responsible for such reports. In the case 
of intensively or highly developed land, they should obtain usufructuary mortgages 
instead of simple mortgages. 

12. In  case where the value of the building forms only a small portion 
of the total value of the property mortgaged to the bank and the value of the 
land on which the building is situated sufficiently covers the advance, insurance 
of the building may not be insisted upon. 

13. The Travancore-Cochin Government sl~ould make ' a thorough enquiry 
into law's delays in respect of suits filed by banks in the State and take such steps 
as are necessary. 

14. Banks incorporated in the Travancore-Cochin State should, in their own 
interest as well as in the interests of the depositors, adapt themselves to all the 
requirements of the banking law and strengthen their position by adopting sound 
practices. 

15. I n  the case of the 'D' class Award banks incorporated in the Travancore 
Cochin State, the exemption in respect of area I V  in the State should be withdrawn, 
and the banks should implement the Government-modified decision as formulated 
in the Industrial Disputes (Banking Companies) Decision Act, 1955, at the offices 
i n  that area with effect from 1st January 1956. 

16. In the case of the South ~ndian  Bank Ltd., Trichur, and the Catholic 
Syrian Bank Ltd., Trichur, which are 'C' class Award banks, the exemption in 
respect of area IV in the Travancore-Cockin State should be withdrawn and the 
Labour Appellate Tribunal decision restored with retrospective effect from the 
1st  April 1954 in the same manner and subject to the same conditions as laid down 
i n  the Industrial Disputes (Banking Companies) Decision Act, 1955. 

17. I n  the case of the remaining two 'C' class Award banks, viz., the Palai 
Central Bank Ltd., Palai, and the Travancore Forward Bank Ltd., Kottayam, 

' tbe exemption i n  respect of area IV in the Travancore-Cochin State should be 



withdrawn and the Government-modified decision as formulated in the Industrial 
Disputes (Banking Companies) Decision Act, 1955 should be made applicable 
to their offices in that area with effect from the 1st January 1956. 

18. The cases of the two 'D' class Award banks, viz., the Cochin National 
Bank Ltd., Trichur, and the Cochin Union Bank Ltd., Trichur, may be 'looked 
into by the Central Government with reference to the agreements entered into 
by the workmen of these banks in the Award area in respect of their pay scales, 
etc., and appropriate action taken. 

19. The allegations as regards non-implementation of the provisions of the 
Award in full by some of the Travancore-Cochin Award banks should be inquired 
into and necessary action taken in the matter by the Government of India. 

20. The minimum emoluments of the clerks serving in the non-Award banks 
in the State should be Rs. 65 per month, consisting of a basic wage of Rs. 45 and 
dearness allowance of Rs. 20. The minimum emoluments of the subordinate 
staff serving in these banks should be Rs. 35 per month, consisting of a basic wage 
of Rs. 25 and dearness allowance of Rs. 10. 

21. There is a prima facie case for regulating scales of pay, allowances, 
leave rules, working hours and all other terms and conditions of service of the 
workmen of the non-Award banks in the State. 

22. No drastic measures like a wholesale and a comprehensive reconstruction 
programme for the banking system in the Travancore-Cochin State are called for. 

23. The banking system in the State can be considerably strengthened through 
weeding out of the extremely unsound banks and through rectifying the defects 
in the banks which are not so unsound. 

24. In the case of a few banks in the large-sized g o u p  which are financially 
very weak, the Reserve Bank should advise them to improve their position as is 
done at present, before resorting to any extreme step which would lead to  their 
closure, as their obliteration will affect, to some extent, the credit facilities which are 
currently provided by them. 

I 

25. .Banks should explore the possibilities of amalgamation, wherever feasible, 
in all earnestness. A possible alternative is merger. 

26. Banks should make a serious effort to put their houses in order and to 
improve the banking practices hitherto followed by them. 

27. The Reserve Bank of India should continue its vigilance and be strict 
whenever the occasion demands. 
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