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CHAPTER 1 

THE BANKING SITUATION IN 1958 

The Indian economy in 1958 continued to present a picture of inflationary 
conditions accompanied by recessionary tendencies in certain sectors of the economy. 

There was a further stepping up in the rate of investment in the 
Economic public sector, though not to the extent projected earlier, as ~e 
Background Second Plan itself had to be pruned in view of the shortfall of external 

resources. The expansionary impact of this, however, was probably 
offset by some slackening of investment in the private sector, due partly to the 
restrictions on imports of plant and equipment. On the supply side, owing to drought 
and other natural causes, there was a severe drop in agricultural production of about 
8 per cent over the previous year, the decline in food production being steeper 
at 10 per cent. Industrial production, on the other hand, recorded an increase 
but at a significantly lower rate than in earlier years; the average general index 
of industrial production rose by 1.5 per cent in 1958, as compared to a rise 
of 3.5 per cent in 1957 and 8.6 per cent in 1956. This was due partly to  import 
restrictions, referred to  earlier, and partly to a lower offtake of some industrial 
products both at home and abroad. As a result of these developments, national 
income estimates for 1957-58arelikely to be slightly lower than in the previous year. 

2. In view of the decline in agricultural output, notwithstanding a smaller in- 
crease i n  the aggregate investment in the economy, the underlyingtrend continuedto 
beinflationary as reflected in afurtherrise duringthe year of about 4 per cent in whole- 
sale prices; the rise was particularly marked in respect of food articles, the index 
number of which (base: 1952-53 = 100) increased by about 9 per cent to 112 over 
the year. Indian experience with economic development has shown that inflationary 
pressures almost always tend to  manifest themselves in a rise in food prices, since a 
proportionately large part of increased incomes is spent on foodgrains. The output 
of foodgrains, therefore, occupies a 'strategic place in the programme of economic 
development. However, the pressure on food prices in 1958 was not so much the 
result of an expansion of aggregate monetary demand as of the steep fall in food 
production. In view of this, Government augmented food supplies both by larger 
imports and more intensive procurement at home, releasing at the same time part 
of these stocks through a wider network of fair price shops. Such corrective measures 
were supplemented by a strict enforcement of certain provisions of the Essential 
Commodities Act, 1955, in order to prevent hoarding of the more important food- 
grains. In the credit sphere, the Reserve Bank continued, with minor modifications 
to suit particular situations, its selective conti01 policy to  restrict the specdative 
use of bank credit. 

3. The strain to  which the economy was exposed continued to be 
felt in the external payments position also. As a result of earlier control 
measures, imports were reduced . to  n level lower than i n  the previous . 
year, and barely adequate for a minimum level of efficiency of domestic 



industry and for meeting the direct requirements of the core of the Second 
Five Year Plan; in spite of this, the external deficit continued to be of 
serious proportions. This .was partly the result of a sharp decline of about 
Rs. 57 crores in exports mainly due to a fallin foreign demand. To arrest the declining 
trend in exports, Government initiated a series of export promotion measures; export 
duties on many of the commodities like cotton, oilseeds, etc., were either reduced 
or abolished altogether and export quotas for some products were increased. As 
an added incentive to textile exports, which bore a major brunt of the reduced 
foreign offtake, Government permitted retention- of a part of foreign exchange 
earnings of exporters for utilisation towards their import requirements of textile 
machinery, chemicals, etc. In addition, rebates were granted on a few excisable 
goods used in the manufacture of export articles. With the lifting of recession abroad 
and partly as a result of these measures, the export performance in the last quarter 
of the year showed some improvement which, with a reduced level of private imports 
and a larger utilisation of foreign assistance (Rs. 244 crores) helped to limit the 
draft on exchange reserves. Taking the year as a whole, the foreign assets of the 
Reserve Bank fell by Rs. 109 crores as against Rs. 327 crores in 1957" and Rs. 199 
crores in 1956. 

4: These trends in the economy were reflected in the credit situation during 
the year. Mainly as a result of the sluggishness in private investment activity, bank 
credit increased only moderately and at no stage during the year did it show any 
sharp increase; the seasonal (1957-58) expansion was much smaller than in the 
preceding two busy seasons while the slack season contraction was the highest 
since 1952. Deposits, on the other Land, recorded an impressive rise with the result 
that banks were comfortably liquid throughout the year. 

5. Despite the slight fall in national income, money supply with the public in- 
creased though moderately; thus, money supply rose by Rs. 75 crores (3.3 per cent) 

as compared to Rs. 96 crores (4.4 per cent) and Rs. 132 crores (6.4 
Money Supply per cent) in 1957 and 1956, respectively; it stood at Rs. 2349.9 

crores at the end of the year. The smaller expansionof money supply 
was due to a lower level of deficit financing, a smaller increase in bank credit and 
a continued and more pronounced shift from demand to time deposits. However, 
in 1958, the contractionary impact on money supply of the balance of payments 
deficit was much less than in the last two years. Contrary to the experience i n  1957, 
the entire rise in money supply was accounted for by currency, which 
increased by Rs. 80 crores; on the other hand, there was a decline 
of Rs. 5 crores in deposit money; in consequence, the proportion of the deposit 
component of total-money supply went down from 32.9 per cent in 1957 to 31.6  
per cent. The record expansion in time deposits, though partly due to  a shift from 
demand deposits, as reflected in their decline for the first time in  the last three years 
was i <;i&tti.re of a satisfactory growth of savings through the banking system. 

- 
-1-_11-----1 -i_-_----- 

* Excluding borrowings from 1. M. F. 



6 .  Over the year as a whole, net deposits rose by Rs. 215.2 crores as against 
Rs. 221 . 5  crores in 1957, raising aggregate bank deposits to a peak level of Rs. 1561 .8 

crores. As in 1957, the deposit of the U.S. counterpart funds 
Deposits wasanimportant factor; in addition, there was also a technicalreason 

viz., the inclusion of five more banks in the Second Schedule 
to  the Reserve Bank of India Act. Over and above these, there seem to be more 
fundamental factors at work making for deposit expansion._There is growing evidence 
that the banking habit itselfis gradually spreading amongst the people, in ___I__- the context -- -- 

~ ~ o n e y e ~ Z E ~ 3 d  % ~ I i i i ~ ~ - d d e e v e l ~ h e n  t a1 outlay~Thus, exclud- 
ingP.L. 4 8 0 ~ ~ t ~ ~ a t e  of deposit expansion has been the greatest since 1955 in 
centres with a population of 50,000 and less as against a smaller rise in the larger 
centres. Even on the basis of absolute figures, the increase in deposits in the smaller 
centres represented over a fourth of total deposit expansion." This development 
is also generally evidenced by the fact that over the same period the number of 
savings deposit accounts which are mainly all personal accounts have shown an 
increase7 by about 20 per cent. While the increase in the money incomes of a large 
number of people forms the underlying foundation, the breadth of the deposit base 
has been made institutionally possible by the vigorous branch expansion programme 
of banks, and more particularly of tlie State Bank of India. . 

7. The increase in net deposit resources was confined entirely to scheduled 
banks whose deposits rose by Rs. 218.6 crores. Out of this increase, 96.1 per cent 
was accounted for by larger scheduled banks$, three banks each with deposits of 
Rs. 100 crores and over alone obtaining as much as 56.6 per cent. Deposits of non- 
scheduled banks declined by Rs. 3 . 4  crores; this was partly due to  the reason 
mentioned earlier; viz., the inclusion of five of the larger non-scheduled banks in the 
category of scheduled banks. 

8. ,The slowing down of economic activity in certain sectors was naturally re- 
flected in the level of scheduled bank credit $ in 1958, which, at Rs. 830.6 crores 

showed an increase of only Rs. 11.1 crores over the year as 
Trends i n  compared with the rise of Rs. 74.6 crores in 1957 and of Rs. 151.3 
Bank Credit$$ crores in 1956. Trends in bank credit over the whole year were 

generally steady unlike in the last year, when it rose in the first 
half and tapered off thereafter, partly in response to the generally restrictive I 

credit policy. The explanation for the small expansion of bank credit in 1958 is 
to be sought, apart from the slackening of activity in the private sector, in t h e  
policy of the Reserve Bank aimed at preventing the speculative use of bank finance. 
Though scheduled bank credit expanded seasonally in the first four nlonths of 
the year, the total increase in bank credit during the 1957-58 busy season 

- 

* Data based on Survey of Debits to Deposit Accounts. I 

t Data based on Survey of Ownership of Deposits. 
$ Each with deposits of Rs. 25 crores and over. 
$ Excluding money at call and short notice. 

;tf Based on data in Statement 5. 



amounted to about Rs. 90 crores, which was smaller than in the previous busy season : 

by about Rs. 58 crores. This moderate seasonal expansion was of significancein . 

that it had been preceded by a seasonal contraction of credit of Rs. 33 crores and 
was followed by a much greater contraction of credit of Rs. 119 crores; this 
provides evidence that by and large bank credit was not a factor making for infla- 
tionary pressures in the economy during the year. 

9. The largc rise in deposits, in conjunction with the moderate increase in 
bank credit, brought the advances deposits ratio sharply down to 54.8 per cent 
in December 1958 as against 63.2 per cent'a year earlier. 

-10. There were, however, variations in the level of bank credit to certain 
individual sectors of the economy during the year. Thus, the advances secured against 
industrial raw materials, after jncreasingseasonally from Rs. 92.4 crores in December 
1957 to a peak of Rs. 125.7 crores in April 1958, declined to Rs. 71.9-crores in 
December 1958 ; this decline in advances against industrial raw materials was 
mainly due to  a fall in advances against raw cotton (Rs. 14.1 crores) and raw jute 
(Rs. 5.4 crores). Similarly, advances against sugar and gur and iron and steel fell 
by Rs. 7.1 crores and Rs. 3.7 crores respectively over the year. The reduction in 
advances against important commodities appeared to suggest that the; was a 
considerable amount of disinvestment in stocks both in the commercial and 
industrial sectors of the economy, induced by lower imports and other policy 
measures referred to earlier; the high liquidity of some of the sectors like wholesale 
trade was also a factor making for a fall in bank credit. On the other hand, there 
was a perceptible increase of Rs. 27.5 crores in advances against ' other securities '. 

11. Despite the lower level of bank credit both in the aggregate as also t o  parti- 
cular sectors; the credit policy of the Reserve Bank continued to  be one of restraint 

and vigilance in view of the underlying inflationary trends in the 

-and credit economy and especially inview of the imbalance . between the demand 
-........... ._2 -.-.- 

policy - , for and domestic supply.of.f~odgrains. Thz$serve Bank of India, .... .-,-.-- . -,_, .....I....---'- - 
therefore, as mentioned in the last year's Report, stipuliik"d, &-the 

.......... 
eve of the 1957-58 busy season, a ceiling level of foodgrains advances for individual 

............. 
k-. bgiiks for each month-of-1958; the Bank also directed banks to continue to malntiin 

.-- ~. /--*-.- _ . _..- .- 
%minimum margin of 40 per cent on all such advances; ln  a a - d i e  in respect of 

.... #--- ... --X--*-. -- --.-.". - - *. , "  

ng"limits were specifkally . . . . .  imposed in tEsurplus States 
hya Pradesh. This had ;salutary effect in keeping the - - 

expansion of advances against foodgrains much below the permitted levels; the 
advances barely exceeded Rs. 26.2 crores at the end of May 1958 as against Rs. 40.3 
crores a year earlier. The basic factor behind the trends in food prices, therefore, 
was the physical shortage i m l i e s .  However, i m s s o n d - h a l f  of the year, ..%.". . *@. *a + --- 
there were lndicatrons "bat , -- bank ..-. credit -. against- hea in particular was tending to 

%m& increase more than was warranted by the production trend in clitain arcas of thc 
cobdtry; credit restrictions were therefore further tightened through imposition of 

_"-.--- --- --- , 1ower.lirnits -- r - ,. Nr on advacces against whGt in general a n z n  iespect or sucfidvanccs , -. . 
in the Punjab in particular. The co%c?>isc in prices of sugar in thc first half of 

Xi- t 



the year and the fairly high level of bank advances also suggested that some specula- ---. * - - *-  *"-. 

tive stockpiling of sugar might have &en taking place'with%e aid of bank finance. 
To prevent this, the control on advances against sugar was further iightened-through". 

--e ,.- * - I  

an extension of its2pplicatlon to a d v a k s  to sugar mills in respect of stocks which 
h-ilifted ff6h the factory premises and on whi&excise duty had been paid; 
~multaneously_the . . --____CII_ margin requirements-for -- sugar advances _ . were . I--- also ._.-  raised. By, 
and large, the restrictive measures were operated in such a manner as not to hamper 
expansion of branch banking and the increasing use of warehousing facilities; this 
was done through a-liberalisation of restrictions and through exemption from them 
of advances made by newly opened branches and advances against warehouse 
receipts. 
' - 

12, Apart from the close vigilance kept on foodgrain advances, the Reserve 
Bank also took measures during the year to restrict the speculative use of bank 
credit on th7 stock exchange. As a result of the fewer avenues of employment of 
f ~ ~ n d s ,  it became evident that banks were seeking new outlets for credit; one such 
avenue was the stockexcliange. Scheduled bank advances against shares and deben- 
tures began rising steadily from Rs. 73 .3 crores at  the end of 1957 to Rs. 77.5 crores 
in August 1958 and this rise caused particular concern as it coincided with the 
speculative bulge in prices of shares on the stock market. As it was felt that this 
unhealthy development might be further sustained by bank creditdhe Bank issued 
a circular in August 1958, directing banks to be cautious in the matter of advances .-... - 

-against shares. Further, in November 1958 the Bank *-- called for . a special return from 
baiks to enable it to appraise the factual position as regards the role of banks in  
the financing of budla transactions. The Survey results revealed that as at the end 
of October 1958 bank finance for budla transactions amounted to Rs. 3.5 crores 
which was about 30 per cent of the total advances to  share and stock brokers against 
the security of shares and debentures-They also revealed-that there was concentra- 
tion of a large proportion of the budla finance in a few-leading . scrips - ----- actively traded 
onth; Bombay and Calcutta Stock .._- Exchanges. *." - &  

# 

13. That the credit policy pursued by the Reserve.Bankduring the year, though 
restrictive in its general tenor, continued to assist the direction of bank credit towards 
productive sectors of the economy was borne out by the purpose-wise breakdown 
of bank advances." Industrial credit at the end of October 1958 showed a further 
expansion of RsT14.4 crores over the year and remained at Rs. 398.1 crores. Though 
this was smaller than the increase of Rs. 78.2 crores as recorded in the earlier period 
(December 1956-October 1957), it helped to increase the share of industrial credit 
from 43.6 per cent to 47.9 per cent in the total of scheduled bank credit, as the 
decline in the latter was largely borne by commercial advances whose share conse- 
quently fell from 42.7 per cent to 37.6 per cent, 

14. Considering individual industries, while advances to iron and stee1,enpineer- 
ing, cement and cotton textiles recorded a rise, advances to sugar and gur, and jute 

* As a result of change in the periodicity of collection of statistics, the purpose-wise data 
are available only as at the end of October. 



showed a fall. The main reason for the fall in bank credit to the sugar industry was 
the further tightening up, as mentioned earlier, of credit restrictions by the Bank; 
the decline in advances to  the jute industry, despite larger stocks of raw jute and 
sacking was mostly due to a sharp fa11 in prices of both raw jute and manufactures 
.since October 1957. On the other hand, the increase in credit to the cement industry 
was accounted for by the accumulation of stocks with the industry, as a result of 
the recession of internal demand; but in respect of the cotton textile industry, the 
rise in bank credit in spite of a lower inventory could only be explained with reference 
to the difficulties experienced by the industry. 

15. The expansion of credit, as in the case of deposits, was also confined t o  the 
larger scheduled banks each with deposits of Rs. 25 crores and over. Thus, these 
banks accounted for an expansion of Rs. 18.2 crores. Banks with deposits of less 
than Rs. 25 crores each, however, showed a contraction in credit of Rs. 7.1 crores. 

16. The improved liquidity position of banks in 1958 induced thcm to  increase 
their investment portfolio by Rs. 206.2 crores during the year-the highest recorded 

in recent years. Consequently, the ratio of investments t o  net deposits 
investments rose from 37.2 per cent t o  45.3 per cent. Of this increase, Govern- 

ment securities accounted for Rs. 202.3 crores. The increaseininvest- 
ments was steady in the first six months of the year; with the onset of the slack 
season, however, they rose further. In this period, banks also absorbed ~reasury  
bills, the sale of which was resumed by the Reserve Bank from July 1958 and a t  the 
end of December 1958 their holdingi$amounted t o  Rs. 55.7 crores. Banks also 
subscribed on a larger scale t o  the new loans of the Central and State Governments. 
The share of the State Bank of India in the increase in investments was particularly 
large, as a sequel to its policy of investing in gilt-edged securities the counterpart 
funds deposited with it by the U.S. authorities. 

17. The totalinvestments-1- of scheduled banks aggregated Rs. 753.0 crores as at 
the close of the year, out of wxich Rs. 727.7 crores (96.6 per cent) was by Indian 
offices and Rs. 25.3 crores (3.4 per cent) by the foreign oflices o f  Indian banks. Of 
the investments by Indian offices, Indian Government securities accounted for 
Rs. 663.6 crores or 91.2 per cent of the total. Thematurity-wise distributioll revealed 
that  nearly half of these investments was in short-dateds (including Treasury bills) 
and a little less than 40 per cent in short-mediums. Of the investmer~ts of Rs. 25.3 
crores by the foreign offices of Indian banks, more than a third was held in Pakistan, 
31 per cent in Burma, 15 per cent in Ceylon and hardly 9 per cent in the United 
Kingdom. In the case of the non-scheduled banbs, Rs. 11.4 crores of their invest- 
ments of Rs. 16.3 crores at the end of the year was in Government securities and 
that too, invested more or less equally between short-dateds and short-mediums. 

18. Analysed group-wise the increase in the investment portfolio of banks was 
shared by all the groups. The group of banks each with deposits of Rs. 100 crorcs 

-- _ . -- --.--LL---_--.II_.~d 

.t Based on Survey of Investments. (Statement 19) 





and over, however, accounted for the largest proportion of 60.5 per cent of the 
increase in scheduled banks' investment in Government securities, followed by 
30.0 per cent in the case of banks in the second group (each with deposits of Rs. 25 
to Rs. 100 crores) and 9.5 per cent in the case of the third group(each withdeposits 
of less than Rs. 25 crores). 

19. The high liquidity of scheduled banks was naturally responsible for their 
reduced reliance on the Reserve Bank during the year for funds. The 

total outstandings of borrowings by scheduled banks both under 
Borrowings by section' 17.(4) (a)  and Section 17 (4) (c). of the Reserve Bank of 
scheduled banks 
from the ~eserve  India Act were only Rs. 38.7 crores at the end of the year as against 
Bank Rs. 44.9 crores in 1957. 

20. The Reserve Bank liberalised its Bill Market Scheme by bringing within 
its purview export bills in order to enable banks to provide finance to  
Extension of the exporters on a liberal scale; the minimum limit of a loan as also 
Scope Bi l l  of the promissory note was lowered making it possible for small 
Market Scheme 

exporters to obtain the benefit of the scheme. 

21. The movement of funds between India and the United Kingdomgencrally 
reflects the difference between the money rates in the two countries. As a 

result of the high rates prevalent in the United Kingdom, the 
Movement of foreign banks did not have any recourse to. bbrrowings from their foreign funds 

principals abroad, but continued to repatriate funds. Thissituation, 
however, underwent a change towards the close of the year. The gradual fall in the 
deposit resources of these banks and the cut in the U. K. Bank Rate to 4 per cent in 
November 1958 facilitated borrowings from London and thus, over the year, there 
was a net inflow of funds to the extent of Rs. 4.3 crores as against an outflow of 
Rs. 13.6 crores in 1957. 

22. With the substantial accretion to deposit resources of banks, the declining 
trends in money rates which had set in towards the last quarter of 1957 became 

more pronounced in the year under review, and event~~ally faci- 
Trends in 
Money Market litated the voluntary agreement amongst banks on rnaximun~ rates 

of interest on deposits. The highest call money rate in the Bombay 
money market, charged on inter-bank lendings by banks, which can be taken as a 
representative indicator of money market trends, moved within the range of 
48-4-7116 per cent during the busy season of 1957-58, as compared to 4-4-7116 
per cent in the preceding busy season. Though during a major portion of the slack 

' season, the highest rate remained at 3-112-4-7/16 per cent, it reached a low level 
of 1-318 per cent towards the end of October 1958; the lowest levelof the cor- 
responding rate in the previous slack season was 2-114 per cent; in-fact, in 
November 1958 the rate fell further to 1-3/1G per cent. The intensity of demand 
for funds was less in the Calcutta money market as well. Thus, the highest call 
J, money rate on inter-bank lendings fluctuated between 44- 56 per cent in the busy 
season 1957-58 as against n range of 4-114-4-718 per cent a ycnr before. During 



the greater part of the 1958 slack season too, the rates moved within' a 
range of 1-1/8-4-518 per cent. 

. 23. Unlike in 1957, the trends in deposit rateslargelyconformedto thoseininter- 
bank call money rates. The highest rate on three months' deposits in the Bombay 
money market showed a continuously easing trend throughout the year from 4-13l16 
per cent in January to 4-118 per cent in December 1958, whilelast year the correspond- 
ing rate had firmed up from around 4-5/16 per cent in January to 4-13/16 per cent by the 
close of 1957; likewise the highest rates on six months' and twelve months' deposits - 

remained throughout the year more or less at a lower leyel.'In the Calcutta market ' 
also, the same trends broadly prevailed. 

24. An event of considerable significance in theIndian money market situation 
was the voluntary agreement arrived at amongst the more important Indian 

Deposit Rate and foreign banks fixing ceilings on interest paid on deposits. 
Agreement The agreement became operative from October 1, 1958 and applied 
amongst banks* t o  all foreign banks and Indian banks having deposits of 
Rs. 5 crores or more. Under this agreement, i t  was decided that no 
interest would be payable on deposits on call or on notice of less than seven 
days and that the ceiling rates on time deposits forless than three months and 
on those for 3 months and over would be 3-718 per cent and 4 per cent, respectively. 
Similarly, the maximum rate in respect of savings bank accounts was fixed at 23 
per cent on minimum monthly balance and the maximum amount on which interest 
would be paid was kept at Rs. -50,000. Inter-bank borrowings have been 
excluded from the purview of the agreement. 

25. It had been felt since 1956, whenthe Indian money market experienced acute 
financial stringency and consequent intensification of competition among banks for 
deposits, that banks in India should come together and reach, on a voluntary basis 
an  agreement on the structure of rates on deposits and eliminate harmfulcompetition 
among themselves. Earlier efforts made with the encouragcmect of tile Rcserve Bank 
proved of little avail, mainly as the background was one of increasing opportunities 
for the profitable employment offunds. With the fundamentalchange in theresources 
position of banks and the avenues of employment of such funds, the pressure for a n  
agreement among the banks themselves grew. The latest deposit rates agreement i s  
welcome as an evidence of the desire of banks t o  enforce self-discipline. 

26. The profit and loss accounts of 25 larger Indian Scheduled 
banks (each with deposits of Rs. 5 crores and over) reflected for the first 

time a reversal of the rising trend in net profits noticed 
Earnings and since 1953. This development was largely due to  a greater 
Expenses of 
Banks . rise i n  expenses than in gross earnings of banks. Gross earnings, 

(largely made up of interest and discount) increased by 
Rs. 10.7 crores t o  Rs. 64.4 crores, whereas total expenses rose by 

-----_-_ 
* The text of agreement is given in Appendix-11, 



Rs. 11.3 crores to Rs. 56.5 crores. Out of this increase in expenses, 
as much as Rs. 7.7 crores was on account of interest payments on deposits (and 
borrowings) which banks had accepted at higher rates of interest to  augment their 
resources. This increased burden of interest payment was not, however, fully compen- 
sated for by the rise in banks' earnings as the demand for bank advances slowed down 
owing to factors mentioned earlier. The cumulative effect of these factors resulted in 
narrowing down the margin between banks' borrowing and lending rates and conse- 
quentlythe net profits declined fromRs. 8.5 croresin 1957 to Rs. 7.9croresin 1958. 

Earnings and Expenses of Twenty-five Larger Indian Scheduled Banks 

(Amount in crores of rupees) 

. . . . . . . . . . . . . . . . . . . . . . . .  I. Gross Earnings 53.7 64.4 

( i )  Interest and Discount . . . . . . : . . . . . . . . . . .  41.0 51.4 

. . . . . . . . . . . . . . . . . . . . .  (ii) Other Eadngs 12.7 13.0 

11. Total Expenses . . . . . . . . . . . . . . . . . . . . . . . .  45.2 56.5 

. . . . . . . . .  (i) Interest paid on deposits and borrowings 20.6 28.3 

. . . . . . . . . . . . . . . . . .  (ii) Establishment Expenses 18.3 21.2 

(iii) Other Expenses . . . . . . . . . . . . . . . . . . . . . .  6.3 7 .O 

. . .  111. Net Profits . . . . . . . . . . . . . . . . . . . . . ' . . . ' . . .  8.5 7.9 

27. The paid-up capital and reserves of scheduled banks rose during the 
year by Rs. 3.1 crores which was smaller than the expansion of Rs. 5.0 crores 

in 1957; the increase in 'own' funds was partly accounted 
Paid-up Capital 
and Reserves for by the inclusion of five banks in the Second Schedule to 

the Reserve Bank of India Act during the year. The ratio of paid- 
up capital and reserves to net deposits, however, declined over the year from 5.4 per 
cent to  4.8 per cent due to the rise in deposits. Nearly two-thirds of the expansion 
in ' own ' funds was accounted for by a rise of Rs. 2.1 crores in reserves. Paid-up 
capital and reserves of non-scheduled banks declined over the year by Rs. 1.6 crores 
largely reflecting a decline in the number of reporting banks as well as the inclusion 
of five of the non-scheduled banks in the scheduled group. The ratio of paid-up 

"'capital and reserves to their net deposits registered a fall from20.1 per cent to 18.1 
per cent despite a fall in deposits. 

28. An increase of Rs. 1 -5  crores in reserves raised the ratio of reserves to 
paid-up capital of Indian scheduled banks from 90.1 per cent to 91.6 per cent during 
the year. For non-scheduled banks, the corresponding ratio rose from 55.5 per 
cent to 59.5 per cent. Taking the individual position of banks, it was observed 



that out of 369* reporting banks, 9 banks were without any reserves as against 1 1 oiit 
of 392 reporting banks. in 1957 ; of these, only one was a scheduled bank. The 
number of banks which had reserves either equal to or more than their paid-UP 
capital stood a t  98 as against 97 in the precedi~gyear. The following table gives 
information regarding the division of 'own' funds of banks and their deposits 
according to the size of their paid-up capital and reserves over the last three years. 

Paid-up Capital, Reserves and Deposits of Indian Banks 

(Amount in crores of rupees) 

Number of report- Total paid-up 
Size of paid-up capital ing banks capital and Deposits 

and reserves reserves 

1. Below Rs. 50,000 ... 16 7 4 - - - 0.1 . -  .- 
. . 

3. Rs.1lakh-5lakhs ... 178 173 167 3.6 3.5 3.7 20.7 19.2 21.0 

4. Rs. 51akhs-50 lakhs ... 104 101 89 13.5 13.1 12.0 105.6 110.3 114.7 

5. Rs. 50 Iakhs and over ... 29 29 31 55.2 56.9 60.1 851.5 1,072.3 1,292.7 

Total . . 426 392 369 73.1 74.1 76.3 980.4.1,203.8 1,430.3 . s -- - -.--. 

(- negligible) 

* The decline in the number of reporting banks is mainly due to liquidation of some non- 
scheduled banks and also to refusal of licence to carry on banking business in India to certain other 
non-scheduled banks. 





CHAPTER 11 

ORGANISATIONAL DEVELOPMENTS 

29. Theaccount given inthe earlier chapter ofthe main trends in the business of 
banks described the impact on the banking system of the major developments in 
the economy, which generally reflect the progress of the Plan. There is, however, 
another aspect where planned development would call for changes in the banking 
system; this relates to the institutional and functional framework of the system which 
needs to be so adapted as to meet the requirements of an expanding economy. In the 
last few years, there has been a continuing process of organisational improvement, 
through legislative enactment and structural reform. Though in 1958, no fresh 
legislation of any significance was enacted, the process of adaptation was continued 
in that further steps were taken to  deal with problems of banking expansion, rural 
finance and industrial credit. 

30. As part of its proposals for strengthening the structural base of the banking 
system and for a wider dispersal of the facilities of currency chests, the All-India 

Rural Credit Survey Committee had proposed the integration of 
The Integration some State-associated banks with the State Bank of India. In the 
of some State- 
associated Banks last few years, attention was mainly concentrated on the reorganisa- 
with the State tion of the State Bank itself but more recently active negotiations 
Bank of India 

on the latter proposal were started with some State-associated 
banks. The Bank of Bikaner, the Bank of Indore, the Bank of Jaipur, the Bank 
of Mysore and the Travancore Bank have voluntarily agreed to their being cons- 
tituted as subsidiaries of the State Bank of India. These banks, together with the 
State Bank of Hyderabad, the Bank of Patiala and the State Bank of Saurashtra, 
which are respectively owned b y  the Reserve Bank and the Governments of 
Punjab and Bombay, are to be set up as subsidiaries of the State Bank by the 
majority interest in the capital of these institutions being passed on to  that bank; 
the subsidiary banks will however, continue to retain their separate entity. The 
relevant Bill to give effect to this arrangement has been introduced in the Budget 
Session of Parliament in 1959. 

31. Further, some concrete steps wzre also taken towards a merger of certain, 
minor State-associated banks, o n  a voluntary basis, will1 the State Bank, to which 
a reference was made in last year's Report. The Cooch Behar State Bank, the Manipur 
State Bank,' the Bank of&helkhandkanJ&he Mayurbhanj StateBank expressed a 
desire for such a merger with the State Bank; of thcse, the Cooch Behar State 
Bank has already been taken over, while a scheme for a merger of the Manipur 
State Bank has been sanctioned by Government under Section 35 of the State Bank 
of India Act. In addition, the State Bank was also called upon under Section 39 
of the Banking Companies Act to be the oificial liquidator of the Tripura State 
Bank which was ordered by the Court to be wound up in terms of the relevant 
sections of the Companies Act, 1956. 

32. The branch expansion programme of the St ate Bank conti~~ued to  gather 
further momenlum in 1958. There was a net increase of 105 brenchcs during the year 
-. -- --- 

' ' ' * The Manipur State Bank has  since been takcn over by the State Bank of India on 
January .24, 1959. 



as against 91 during 1957 and 46 in 1956. As against the statutory obligation 
to  open not less than 400 branches in 5 years from July 1, 

Branch Expan- 1955, when the State Bank came into being, the total number of 
sion of the State 
Bank of India branches opened until the end of 1958 came to 262. Of these, 201 

branches were at places with a population of 30,000 or less. It is, 
therefore, the smaller towns and semi-urban areas which have primarily benefited 
by the expansion programme. Further, among such centres, preference has been 
given to those which are relatively lacking in banking services. Only in a few cases 
and solely for the purpose of improving remittance facilities, has the programme 
been extended to places already well served by other banks. These are almost 
invariably places at which district treasuries or important sub-treasuries happen 

, to be located. By taking over the cash work, along with the currency chests, at such 
treasuries, the State Bank is in a position greatly to increase the remittance facilities 
available to the Government, the public and the other banks. 

33. Though the new branches ofthe State Bank constitute the largest number 
opened by any singleinstitution, the progress of branch expansion b y  other banks 

was also encouraging. With the gradual development of the bank- 
Branch 
Expansion , 

ing habit, other banks have been widening their branch network, 
, the total number of offices of all classes of banks rising in 1958 by 

241 to 4616. The net increase of 354 in scheduled banks' offices was however partly 
due to the addition of 86 ofices of jive banks included in the Second Schedule to the 
Reserve Bank of India Act. The number of non-scheduled banks' offices declined 
over the year by 113; apart from the 86 offices mentioned above, 72 existing offices 
were closed down, whereas only 45 were newly opened. The number of offices of 
foreign banks declined by one. Of the total number of offices opened, during the 
year, 21 were in Andhra Pradesh, 67 in Bombay, 23 in Kerala, 64 in Madras and 
35 in Mysore. Of the total number of 328 offices opened during 1958, as many as 88 
offices were opened in places where there were no banking offices at all earlier. 
During theyear 87 offices were closed of whichmore than three-fourths was ac- 
counf,ed by &-scheduled banks. State-wise, the closure of offices was 10 in Andhra 
Pmiesh, 8 eachin Bihar and Madras, 37 in Kerala and 7 in Punjab. 

Variations in the Number of Offices of Scheduled and Non-Scheduled Banks - 
Scheduled Non-Scheduled All 

banks banks banks . . 
1. New Offices opened . . . . . . . . . . . .  4- 283 4- 45 f 328 

(-P YO)* 
2. Changes due to the inclusion in the Second 

Schedule to the Resene Bank of India Act ... + 86 - 86 - 
3. Existing  office^ closed . . . . . . . . .  >.. - 15 - 72 - 87 

4. Overall variation . . . . . . . . . . . .  4-354 -113 i- 241 

- (+ 90)' - 
(Figures in brackets relate to the State Bank of India) 

* This represents the net increase in offices. The figure of 105 relating to new branches opened 
by the State Bank of India, mentioned earlier, includes the opening of new branch offices and tho 
upgrading of pay offices, sub-offices, etc. into branch offices but excludes new pay offa, sub- 
o fka ,  etc. 



34. A reference was made in last year's Report to the acceptance by Govern- 
ment of the reconimendations made by an informalad hoc committee which was 

constituted by the Reserve Bank in 1957 to  examine the 
State Bank and State Bank vis-a-vis agricultural credit co-operatives. In pursuance 
Agr~cultural 
Finance of these recommendations, the State Bank of India would provide 

short-term accommodation against approved securities, subscribe 
to debentures of co-operative central land mortgage banks, etc. These facilities 
are to be granted, particularly to co-operative marketing an@ processing societies 
in States where the co-operative banks are relatively weak and have not 
been able to finance their large credit needs. The more significant amongst the pro- 
cessing societies to be financed by the State Bank will be the co-operative sugar fac- 
tories. The financing of such co-operative factories under these facilities has taken 
the form, among others, of interim accommodation by way of clean loans, pending 
disbursements of loans granted to the factories by the Industrial Finance Corporation 
of India on the guarantee of State Governments, advances against pledge of stocks, 
loais for working capital against both fixed and floating assets of the factories,and 
opening of letters of credit and, where necessary, the provision of deferred payment 
guarantees, under certain conditions, for the import of machinery and capital 
goods. For the smooth working of the Scheme the State Bank finalised arrangements -.-- C1 to set up Circ7LC+criinatlon ~ ~ a ? i t t e e s ,  at the bank's local head offices. The 
Circle Co-ordination Committees at CalkcL$_and New Delhi started functioning 
towards the end of 1958. 

35. The State Bank has, on its own initiative, further liberallied remittance 
facilities in respect of central and apex co-operative banks. ~unds*ca,, now be 

remitted by them free of charge once a week, from thei'r*ead- 
\ 

Ft~t-ther l ibedi- quarters to  the upcountry branches particularly in the rural areas- 
sation of remit- 
tance facilities t o  These facilities are over and above those already made available 
cc-O~erative to these co-operative institutions under the Reserve Bank of India 
credit 
institutions Remittance Facilities Scheme. Furthermore, the State Bank of 

Hyderabad and the Bank of Mysore have also agreed to provide 
similar facilities to the co-operative banks in the areas served by them. 

'36. Reference was made in previous Reports to  the interest takenby the State 
Bank in the co-ordinated provision of credit to small industrial units and the progress 

! of the pilot scheme for this purpose. Valuable experience was 
State Bank and gained by the State Bank of India in regard to financing of small- 
Finance t o  small 
scale industries. scale industries through t e operation of the pilot scheme. Thepilot P - scheme which had been operating in 36 centres in 1957 was extended 
to 17 more centres in the course of the year. A major forward step was taken from 
January 1, 1959 when the scheme was 'made applicable to all the branches of the 
State Bank of India. 

37. During the year, the State Bank undertook an evaluation of the pilot scheme 
it the initial 9 centres from the time when they were first put into operation in  f 956 



upto December 31, 1957: On the basis of the Evaluation Report, the Central co. 
Committee responsible for the pilot scheme made certain recommendations 

+ for making the scheme more effective; some of them were accepted by the State Bank 
and the more important decisions taken by i t  in pursuance of the recommendations 
were: (i) the rate of interest on advances granted to  small-scale units would be fixed; 
a; an all-inclusive rate not exceeding 6 pel cent and no additional charges like 
keepers' and inspection charges, etc.. would be recoverable from the 
(ii) in appropriate cases, medium-term advances for periods not exceeding 7 years 
would be granted to the bank's constituents for purposes of modernisation, expan. 
sion, replacement, etc., and (iii) further the bank would also take appropriate steps 
to impart requisite training to  the staff and to  encourage initiative in them so as to. 
promote the growth of institutional finance to small-scale industries. 

38. During the year, the State Bank signed an agency agreement with the West 
Bengal State Financial Corporation similar to the one concluded earlier with the 
~ o r n b a ~  State Financial Corporation. Such an arrangement would enable the Cor- 
poration to extend its sphere of activity and thus help to strengthen thk co-ordinated 
institutional framework for granting financial assistance t o  small-scale industries 
which is one of the primary objectives of the schemes. 

- -- 
e" 39' The Refinance C o ~ - O ~ t b ~ % s t r y  114_ __._-a_ Private ___ Lid., was registered, asre. 

to in theEyear's Re-ne 1 m a s  a private limited company. The 
Refinance corpora ti^. seeks to augment the resources available for the use 
Corporation & Z m - s i z e d  industrial units in the private sector through 

established banking channels. Out of the authorised capital com- 
of Rs. 1 lakh each, the Board of Directors issued shares 
of Rs. 12.50 crores, on which 10 per cent was paid on 

10 per cent on allotment. The Reserve Bank of India, 
the Life Insurance ~ o r ~ o r a t i ' o n ,  the State Bank of India and 14 other scheduled 
banks contributed towards this capital. In  addition, out of Rs. 26 crores agreed 
to  be lent by the Government of India out of the American counterpart funds ear- 
marked for relendingtoprivate enteiprise in India, a sum of Rs. 5 crores was borrowed 
by the Corporation for its operations. Upto the end of Dcccmber 1958, the Corpora- 
tion received 7 applications for refinance from 4 member banks for a total sum of 
Rs. 198 lakhs covering ferro-manganese, cotton textiles, cement, pharmaceuticals 
and electrical goods industries. Of these, 6 applications for an amount aggregating 
Rs. 178 lakhs were sanctioned by the Board as against Rs. 183 Iakhs applied for. 
The remaining application for Rs. 15 lakhs was under consideration of the 
Corporation. 

40. The numbcr of Indian banks operating abroad and their foreign ofices 
declined by one each to 27 and 103 respectively. The fall i n  oftices was, however, I 

confined lo  Pakistan which was in continuation of the post-partitionj 
Indian Banks' 
Business Abroad trend. One of the scheduled banks opencd an ofice in ~ a l a y n  during 

the year. The overall level of business handled by Indian banks 
abroad showed a slight improviment i n  1958 over t l ~ c  pcrfor~narlce of 1957, 



thoughthis trend was by no means uniform in the different countries. In fact, in 
Pakistan, the United Kingdom, Japan and Thailand there was a decline in 
business, though this was more than made up by the higher level of business in 
British East Africa, Aden, Ceylon and Hongkong. The combined liabilities 
of Indian banks abroad stood at Rs. 96.3 crores at the end of December 1958 
representing a rise of 4 - 4  per cent. Deposits rose from Rs. 65.5 crores to Rs, 70.4 
crores; but, the increase was entirely on account of time deposits which rose by 
Rs. 3.8 crores, demand deposits rising by only Rs. 1 . I  crores. On the assets side, 
credit increased slightly to Rs. 44.3 crores from Rs. 43.5 crores at the end of 
December, 1957 and was slightly less than onehalf of the total assets abroad. 
Investments, almost wholly held in Government securities, showed a rise of Rs. 2.2 
crores to  Rs. 24.6 crores, while liquid assets (comprising cash, balances with 
central and commercial banks and money at call and short notice) declined by very 
nearly the same amount. 

41. A welcome development in the last two years has been the increasing trend 
towards bank amalgamations strengthening the banking system. During the year, 

the Reserve Bank sanctioned schemes of amalgamatio~f of the 
Amalgamations South Indian National Bank (Mavelikara) with the Bank of New 

India (Trivandrum), the Hind Bank (Calcutta) with the Bank of 
Baroda (Baroda) and the Reliance Bank of India (Madras) with the Bank of Madura 
(Madurai). 1n December 1958 the Madras City Bank (Coimbatore) transferred its 
assets and liabilities to the Cochin Commercial Bank (Cochin). Besides, three non- 
scheduled. banks in the southern area were taking steps to amalgamate themselves 
with a non-scheduled bank in that area. The proposal for the transfer of certain 
assets and liabitities of a scheduled bank in the southern area to'another scheduled 
bank in the same area was also under consideration by the banks at the end of 
the year. 

42. During the year further contributions of Rs. 5 crores and Rs. 1 crore were 
made by the Reserve Bank to the National Agriculturalcredit (Long-terrnoperations) 

Fund and the National Agricultural Credit (Stabilisation) Fund, 
Implementation respectively, raising the amount to  their credit as on June 30, 1958, 
of the 
Recommends. to Rs. 25 crores and Rs. 3 crores, respectively. Loans to the extent 
tions of the of Rs. 4.8  crores were sanctioned during the year out of the 
All-India Rural 
credi t  survey National Agricultural Credit (Long-term Operations) Fund to the 
Committee State Governments for enabling them to contribute to the share 

capital of co-operative credit institutions. 

43. Mention was made in the last year's Report of the establishment of the' 
Central Warehousing Corporation at New Delhi. During the year the Corporation 
established three more warehouses at important trade centres bringing the total 
number of warehouses established by it to nine. During theyear State Warehousing 
Corporations were also set up in 11 States, viz. Andhra Pradesh, Bihar, Bombay, 
Madhya,Pradesh, Madras, Mysore, Orissa, Punjab, Rajasthan, Uttar Pradesh and 
-West Bengal. These Corporations are to establish warehouses of their own in the 



ective States, in centres 'other than those earmarked for the Central Ware. 
ousing Corporation. In order to promote greater use of the facilities provided by 
tensed warehouses, the Reserve Bank issued on December 26, 1958 a circular 
rtter to all scheduled banks indicating the facilities provided by warehouses for 
.orage of produce etc., and notifying that the advances against warehouse receipts 
,sued by the Central as well as the State Warehousing Corporations would be 
~empt from the Bank's directive in respect of advances against foodgrains. Sche- 
u1ed bank advances against warehouse receipts stood at Rs. 7.9 lakhs as on the 
1st Friday of December 1958. 

44. The floatation of a special type of debentures to mobilise rural savings 
,as one of the measures recommended by the Rural Credit Survey Committee. 

*he Standing Advisory Committee for Agricultural Credit approved in 0ctobir 
1957; a scheme of rural debentures, which was formulated by the Reserve Bank 
and recommend3d it to State Governments and central land mortgage banks, as a 
method of mobillsing rural savings through the agency of the co-operatives. Under 
this scheme, seven year debentures would be issued by land mortgage banks in the 
rural areas immediately after harvest. The Reserve Bank agreed t o  subscribe to  two- 
thirds of the issues of rural debentures of a central land mortgage bank. Rural 
debentures were accordingly floated on an experimental basis by the Saurashtra, 
~ n d h r a  and Orissa Central Land ~ o r t g a ~ e  Banks during 1958 bringing in a total 
amount of Rs. 34 Iakhs from individuals and panchayats. Thereafter, a modified 
scheme was prepared according to which two sets of debentures would be issued 
by the land mortgage banks: one set for 7 years to individuals in the rural areas and 
a corresponding set for 15 years to the Reserve Bank. The Reserve ~ank's contribu- 
tion would be related to the subscriptions received from individuals, being slightly 
more than their total. The Bank has also agreed to accept the relatively low rate of 
4 per cent on the fifteen year debentures. These-measures are intended to  stimulate 
the efforts ofland mortgage banks in tapping rural savings. 

45. During the year 4 courses were held at  the Bankers Training College 
The number of candidates for each course has been increased from 24 to 28, ir 

order to accommodate a larger number of trainees from the Stat1 
Bankers Training Bank in view of its rapid expansion drive. Since the inception of the 
College 

Bankers Training College in September 1954, 21 courses have been 
completed and training has been imparted to nearly 500 officers in the supervisory 
grade. 

46. There has been no significant development in the field of employer- 
employee relations in the banking industry during the year under review. The 

Bank Award which had been in operation from the 1st April 

Employer- 
1954 in terms of the Industrial Disputes (Banking Companies) 

Employee Rela- Decision Act, 1955 expired on the 31st March 1959; but under 
tionsin Banking the Industrial Disputes Act, the Award will be binding on the 
Industry. 

parties to the dispute, till the expiry of two months from the date 
on which a notice terminat ng the Award is given by any party to the Award. i crime of the Unions of Fank Employees have given notice to the managements, 



of their intention to terminate the Award. The matter is engaging the serious 
attention of the Government of India who are in consultation with Organisations 
of both Employees and Employers on the subject. 

47. A mention was made in the last year's Report about the formula pres- 
cribed by the Bank Award Commission for the adjustment of dearness allowance 

payable to bank employees for variations in the cost of living index. 
This formula provided for changes in the allowance after intervals 

Working Of the of six months and for afall or rise ofnot less than ten points in the Bank Award. 
cost of living index level. It was represented on behalf of the emplo- 
yees that the interval of six months was too long a period and that 

considerable amount of hardship was caused to the workers if the index level rose 
substantially but did not actually reach ten points. The matter was examined and 
Government promoted an amendment to the Industrial Disputes (Banking Compa- 
nies) Decision Act, 1955 vesting them with powers to modify from time to time 
by notification in the Official Gazette, the prescribed formula for any period subsequent 
to 31st December 1957 within the rates laid down in the original formula of the 
Bank Award Commission. Government have, however, not issued any notification 
amending the formula since, on account of the rise in the cost of living index, banks 
have already granted a further increase in the dearness allowance payable to their 
clerks and subordinates by one-seventh and one-tenth respectively with effect from 
1st January 1959. 

48. The Banking Companies Act, 1949, has now been in force for almost a 
decade and it would be worthwhile to  assess, at  this stage, its role in imparting, 

strength to  the Indian banking system and enhancing its;sefulness 
Working of the 
Banking Coma to the economy over the period. The Act conferred on the Reserve 
panics Act in Bank wide powers of supervision and control of banks, with a view 
retrospect 

to protecting the interests of the depositors andfos'teriFg the growth 
of banking in India along sound lines.   he ~ c t  privided, among other t'hings, for 
(i) licensing of banking companies, (ii) minimum paid- up capital -and reserve 
requirements,* (iii) minimum liquid-a~etxatio, (iv) control - " *  over -. branch expansion, 
and ,(v) control over amount, type and cost of accommodation granted by banks. 

-I." L " - -- * -. 

The provision in the Act for licensing of banks was intended to prevent indiscri- 
minate growth of banks as also to weed out from amongst the existing units those 
lvorking along unsound lines. In pradtice, however, the provision for licensing has 
been used by the Reserve Bank as  a method for improving the working of individual 
banks rather than as a mere restrictive measure. Prior to the granting of a licence 
the books and accounts of individual banks are inspected and any irregularities in 
their working are brought t o  the notice of the management with suggestions or 
directions as to the rectification of these defects. The banks are required to submit, 
thereafter, regular reports regarding the progress made in improving their standards 
and periodical follow-up inspections are also made to assess their progress in this 
regard. Thus, any assessment of the progress in licensing of banks is to be made 



lot merely in relation to the number of licences granted but also on the basis of 
he improvements effected in the position of banks which are still unlicensed. 
~t the end of 1958, 317 banks were submitting regular progress reports regarding: 
eectification of various short-comings pointed out by the Bank in their operations,' 
yhile 42 banks were working under conditions or directions imposed by the Reserve 
3ank. Between 1951 (in which year the provisions relating to licensing became opera- 
ive) and 1958,52 scheduled and 8 non-scheduled banks were granted licences while 
! and 126 non-scheduled banks were refused licences. It  may be noted, 
,owever, that in terms of deposits, the licensed scheduled banks together with 
our S;ate-associated banks cover over 93 per cent of total bank deposits in India. 

ii) Minimum capita! and reserves 

The prescription of minimum paid-up capital and reserves was intended to 
:orrect the widespread tendency among smaller banks to work on a narrow capital 
,ase, which jeopardised the interests of the depositors. Initially, a period of three 
rears from the commencement of the Banking Companies Act was allowid to the 
,anks for complying with the minimum capital requirements. Besides, all banking 
:ompanies which were incorporated in Part ' B ' States and which, till September 
!7,1951, confined their activities to these States were granted a further exemption 
lpto March 31, 1955. Even after this period, exemptions have been granted in 
ndividual cases on merits. As at the end of 1958, twenty-five banks were enjoying 
uch an exemption. It  was thus sought to minimise any genuine hardship that may 
)e caused to banks by the requirements of minimum capital. Also, the policy of 
he Central Government in regard t o  control over capital issues was modified, in 
onsultation with the Reserve Bank, in order to enable banks to issue capital for 
he purpose of complying with this clause. During the period 1951 to 1958,60 banking 
ompanies raised their paid-up capital and 14 banks reduced their areas of operation 
n order to conform to the minimum capital requirements, while 173 banks either 
onverted themselves into non-bahking companies or went into voluntary liquidation. 

The Act requires banks to transfer 20 per cent of their net profits each year to 
eserves until the reserve fund equals the paid-up capital. Contraventions of this 
lrovision were noticed in respect of 267 banks and they were asked t o  make: up 
he deficiency either from the surplus funds in the relative year or from the profits 
f the subsequent year.  hi beneficial effects of this provision are evident from the 
2ct that in 1958,35 per cent of scheduled banks had reserves equal to or more than 

paid-up capital as against 28 Per cent ig 1951 ; for non-scheduled banks, the 
orresponding percentage rose to 24 in 1958 from 18 in 1951, 

;ii) Minimum liquid asset ratios 
A minimum ratio of 20 per cent of liquid assets to total demand and time 

abilities of banks is prescribed .under the Banking Companies Act, in order to 
nsure an  adequate 'second line of defence' in addition to the normal cash reserves; 
1 most cases banks found it possible to comply with this requirement. Wherever 
ersistent defaults were noticed the banks were given adequate notice regarding the 



penal provisions of the Act. Certain banks which found this provision onerous 
went into voluntary liquidation, while licences were refused in some cases, thus 
aiding the elimination of substandard units. However, in the case of the majority 
of banks operating in the erstwhile Travancore-Cochin State, it was found that due 
to certain peculiar features of their business, they were not in a position to comply 
with the minimum liquid asset requirements. In appreciation of their genuine diffi- 
culties, in May 1953, these banks were granted a general exemption* in regard to  this 
clause and were permitted to maintain a minimum liquid assets ratio of 10 per cent 
upto March 31, 1954. Since then the exemption has been renewed every year, but 
the minimum percentage of liquid assets required of them was raised by stages, to  
15 per cent in April 1954 and 17-112 per cent i'n April 1958. A review of the position 
of these banks as at the end of November 1958 showed that over 70 per cent of then1 
are now in a position to comply with the requirements of the Section. 

(iv) Branch Expangion 

The powers for control over branch expansion were intended to prevent indis- 
criminate opening of branches as well as to prevent concentration of branches in 
already over-banked areas. In considering the applications for opening new branches, 
the Bank takes into account the adequacy of the applicant bank's capitaland prospects 
of business in the new Iocality as also the desirability of opening a new bank office 
in the area against the background of existing offices of other banks, I n  the initial 
period, a strict control was maintained over branch expansion aimed at removing 
the effects of the indiscriminate expansion of branches in the war and immediate 
post-war period. A more liberal policy with regard to branch expansion was, however, 
followed by the Bank since 1953. The increase in branches of scheduled banks by 
947 to 3617 between 1953 and 1958 is an evidence of the fact that during this period 
the policy of the Bank has not in any way hampered branch expansion. It is of course 
true that the number of offices of non-scheduled banks declined in this period by 
352 to  999. This was partly due to several non-scheduled banks converting themselves 
into rrcc ..---.- non-banking - - . -  - companies ___ and ...- p-artly to the-kelusjon of certain non-scheduled 
banks in the Second Schebule to  the Reserve Bank of India Act. A mote significant 
and positive aspect of the control over branch expansion is the increase in  the 
percentage of offices in places with a population below 50,000 from 51 per cent in 
1949 to 54 per cent in 1958. As at the end of 1958, 1327 places with population 
below 50,000 were served by bank offices as against 631 places in 1949. However, 
there is still considerable scope for development of branch banking in the country, 
as out of a total of 3018 towns and townships in the country according to the 1951 
census, as many as  1512 had no banking facilities at  the end of 1958. 

(v) Control over advances 

The Banking Companies Act empowered the Reserve Bank to give directions to 
banking companies either generally or to any banking company or group of banking 
companies in particular, as to the purpose for which advances may or may not be 

* This exemption was withdrawn with effect from March 3 1, 1959. 



made, the margins to be maintained in respect- of secured advances etc. These 
provisions were invoked by the Bank in May 1956 to control advances against food. 
grains, and certain other commodities, most of the restrictions being continued 
with suitable modifications ever since. 

I 49. Though powersgranted to the Reserve Bank under the Banking Companies, 
Act are large, they have been used by the Bank more for the improvement of the/ 

standards of operations of banks rather than as merely restrictive' 
and punitive measures. Thus, whenever a genuine difficulty was 

Conc&ion experienced by banks they were granted suitable exemptions or 
allowed adequate time to rectify their position. The increasing 

role to be played by Indian banks in garnering the savings of the public and in!  
channelling them in desirable directions under the Five Year Plans'necessitates the 
development of a healthy tradition of commercial banking, which is what the Reserve 
Bank seeks to create in stages by a judicious use of its powers and responsibilities 
under the Banking Com~anies Act. 



CHAPTER 111 

THE 'PERSPECTIVE 

50. Indian banking displayedin 1958 a steady growth withstability. Although 
in the very first year of the Second Plan (1956-57) extreme monetary stringency was 
felt; .in the subsequent two .years the position has steadily eased, acd in 1958 in 
particular there has been a specially large accretion to deposit resources of banks 
in relation to  credit extended by them. Taking the three year period as a whole, 
while total scheduled bank advances have risen by about 40 per cent, bank deposits 
have increased by as much as 55 per cent, and banks have been experiencing a high 
degree of liquidity. There had, however, been no occasion calling for any action on 
the part of the Reserve Bank to freeze the excess liquidity, as a large proportion of it 
was in any case diverted to investment in Government securities. 

51. The likelihood of continuance of this trend is, however, a matter which 
would bear closer scrutiny. In the last two years the moreimportantfactors making 
for a sharper rate of expansion in bank deposits have been essentially of an ad hoe 
character. Alarge part of the rise was thus due to the placement of American counter- 
part funds and the accumulation of investment resources by business firms with the 
banking system as consequence of the tight import restrictions. I t  is true, as stated 
earlier, that a more fundamental factor, viz., the growth of the banking habit has 
also been at work to some extent because of which a significant number of small 
income earners, particularly in the semi-urban areas, might have been inclined to 
save, in the form of bank accounts or postal deposits. However, the fact remains 
that a major portion of the new incomes generated by developmental expenditure 
throughout the economy has not found its way into the organised banking system. 
It has been observed that bank deposits have hardly registered any significant increasein 
certain states where some major Plan projects have been undertaken involvingsub- 
stantial expenditures on wages and growth in complementary economic activity. This 
emphasises theurgencyofmoredetermined efforts on the part of bankstostimulate the 
banking habit over a wider region and by reaching down to  the lower income groups. 
It is for banks now to show greater initiative and resourcefulness in extending the 
benefits to all people. In a period of rapid economic development banks should not 
only widen their network of branches but adapt their operations to  the growing 
requirements of the community. A quicker and cheaper banking service will bring 
its own reward in the growth of economic activity and scale of bank operations. 

52. In this connection a reference may be made to  the personal loan scheme 
introduced by a few banks. To the extent banks are prepared to recognise personal 
credit for small individual advances and accept repayment spread over a period, the 
scheme gives evidence of a measure of adaptability of our banking system to changing 
conditions. The scheme may assist to some extent the development of banking habit 
in so far as new customers with low incomes who would not have otherwise come 
to banks would be attracted to  them because of the facility. This is an interesting 
development in our banking system but it requires t o  be watched carefully. Wisely 
administered and with due restraint, the scheme has useful potentialities in tha! 
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it will enable people such as salaried classes to acquire relatively durable article 
e.g. bicycles, radio sets, furniture and sewing machines and pay for them graduall! 
in the form of instalments which, in the absence of this facility, they might not bc 
able to aflord. This would particularly, help people in the middle or low-incomt 
groups to own useful articles and thereby improve their standard of living to somc 
extent and, at the same time, encourage increased production in lines for whicl 
scope may exist, with beneficial results to the economy. Banks, however, would 
have to proceed cautiously with this type of financing and avoid financing goods 
in short supply, as that would lead to  an aggravation of inflationary pressures. 



ANNEXURE TO THE REPORT 

A characteristic feature of the Indian banking system is the wide disparity as 
between the different units in size, nature of business and standards 

Bank Inspections of operations. One of the principal tasks of the Reserve Bank has 
been to bring about a certain measure of uniformity in the working 

of the various banking companies through the enforcement of certain minimum 
standards of sound banking business. The Bank has, however, sought to achieve this 

, aim as remarked in an earlier chapter, with due regard for the inherent difficulties of 
the different units and its policy has been flexible enough to grant suitable exemptions 

. and time limits according to the needs of each individual unit. In this context, the 
system of regular bank inspections instituted in March 1950 has proved to be of 
great utility since it provides the Bank with intimate knowledge of the working of 
each individual bank and thus enables i t  to  exercise its regulatory powers without 
any-adverse effect on banks. The pace of inspections has, therefore, been steadily 
accelerated in the last few years and - in July 1958 it was decided to  aim at inspecting 

\ each bank at least once a year. 

During the year, 273 banks were inspected and it was proposed to issue specific 
:directions to 29 banks. At the end of the year, 317 banks were submittingregular 
jprogress reports regarding the steps taken by them to rectify the defects pointed out 
kn the course of the inspections. 

A purpose-wise analysis of the inspections completed during the years 1958 and 
'1957 is given in the following table. 
i Bank Inspections 

Scheduled banks Non-scheduled Total 
Purpose banks 

- -- 
. 1958 1957 1958 1957 1958 1957 

1. For considering the eligibility for a licence 
to  carry on 6anking-busirks* ... 

2. General purposes 
3. With the consent of the b%ks cdkernici: 
4. Report to the Court on the affairs of the 

banking company in connection with 
its application for a moratorium 

5. Issuing of certificates in respect Gi 
schemes of arrangement ... 

6. Report to the Court on enquiry in relati; 
to the affairs of the bank indicating 
whether it would he in a position to 
Day its dues in terms of the scheme of 
irianpement . . . 

7. R e ~ o r t  to the Court a;d thi 'centGi 
~ovemment  on the affairs of the banks 
in liquidation ... ... ... ... 

.-- . 
Total ... 57 - --+ -- -- 

37 216 143 273 180 

* Whenevcr banks are inspected for gcneral purposes (vide item 2) their eligibility for a licence 
is also considered. 



During the year, 15 banks (one scheduled and fourteen non-scheduled) eithe~ 
went into liquidation or were ordered to be wound up. Of these, 

Liquidation - nine non-scheduled banks went into voluntary liquidation and as 
no licence under Section 22 had been issued to any of them, they 

were not required to obtain certificates from tbe Reserve Bank under Section 44 of 
Banking Companies Act before going into liquidation. The remaining six banks (one 
scheduled and five non-scheduled) were ordered to be wound up by Court. 

During the year, 563 returns under Section 45 R of tho Banking companie; 
Act were submitted by the liquidators of 148 banking companies. They were 
scrutinised with a view to ensuring that there were no irregularities in them and that 
the legal requirements were complied with. A watch was also kept through replies 
received in response to the questionnaire issued to them for the purpose, on the 
steps taken by theliquidators of banks to expedite the relative liquidation proceedings, 
especially in regard to the realisation of assets and certain other claims. 

During the year -1958, one non-scheduled bank suspended payment. 
The moratorium initially granted by the High Court was rescinded 
in view of the Report from the Reserve Bank under Section 37(2) 

Suspension cf of the Banking Companies Act to the Court. The Court, while Business , 
rejecting the application for sanction of a scheme of arrangement, 
directed it to be wound up. 

One bank which had suspended payment in 1955 was ordered to be wound up. 
Of the four banks which suspended payment in 1957, one went into voluntary 
liquidation, two were refused licences under Section 22 of the Banking Companies 
Act and one was sanctioned a scheme of arrangement by the High Court. 

The' following paragraphs contain details relating fo the position of banking 
companies vis-a-vis several sections of the Banking Companies Act. 

Position of Bank- 
ing Companies 
vis-a-vis the several 
Sections o f  the 
Ban king Section 7(use of the words 'bank', 'banker', 'banking')- 
Companies Act 

Thirty two banks contravened the provisions of this section at the end of 1957. 
Df these, one got converted into a non-banking company and another was refused 

licence under Section 22 of the Act. The rest were taking steps to regularise their 
7osition. 

iection 9 (Disposal of non-banking assets)- 

Along with 38 banks which had contravened the provisions of this section in 
957, the cases of 14 more banks were taken up in this connection in 1958. Thus, 
n all, out of 52 banks, three banks had regularised the position and the remaining 
9 banks were granted extension of time to comply with the requirements of the 
ection. 



Section 10 (Prohibition of employmetlt of managing agents and restrictions on certain 
forins of employment)- 

In addition to 25 banks which had contravened the provisions of 
section 10 (1) (c) (i) and/or 10 (1) (c) (ii) as at the end of last year, two more banks 
Were reported to have contravened the provisions. Three banks applied for 
exemption from the requirements of section 10 (1) (c) (i) in order to enable their chief 
executive officers to associate themselves with other companies.0nebankappliedfor 
exemption from section 10 (1) (c) (ii) on technical grounds. Of these 3 1 banks, 
three banks regularised their position, two went into voluntary liquidation and four 
were recommended exemption. The remaining 22 banks were taking steps to 
regularise the position. 

Section 12 (Requirement as to minimum paid-up capital and reserves)- 
During the year, 8 applications for permission to issue fresh capital for the 

purpose of compliance with the above Section were referred to  the Bank b y  the 
Controller of CapitalIssues, bringing the total number of such applications to 214. 
Six of these applications were recommended for acceptance and one for rejection; 
the remaining applicatjon was under consideration at the end of the year. 

In terms of Section 53  of the Banking Companies Act, 28 banks were exempted 
from the provisions of Section 11 of the Act upto March 31, 1958 as their 
paid-up capital and reserves fell short of the minimum requirements. Of these, three 
banks had since complied with the provisions of Section 11 .; one was refused further 
exemption and one did not apply for further exemption as it had suspended payment; 
One bank, which had earlier complied with the provisions but failed subsequently; 
in the context of the re-organisation of certain districts in Kerala State was granted 
fresh exemption upto end-October 1959. The remaining 22 banks were granted 
further exemption upto end-March 1959. Out of these 22 banks, three had since 
complied with the provisions of the Section and one had amalgamated with another 
bank. 

As regards exemption granted to five banks (one upto end-April 1958 and the 
remaining four upto end-October 1958pursuant to the re-organisation of States) two 
banks had complied with the provisions of the Section. Of the remaining, one was 

" refused further exemption and the other two were granted exemption upto end- 
October 1959. 

Section 12 (Regulation of paid-up capital, subscribed capital. . . . . .)- 
In addition to 12 banks which were taking suitable steps to comply with the 

provisions of this Section, one more bank was noticed to have contravened in this 
respect. One bank, which was refused further exemption last year, rectified the 
position and two other banks were exempted during the year. With the amalgamation 
of one of these two banks with another, there were 12 banks yet to comply with the 
provisions of this Section. 

Section 15'(Restrictio?zs as to payment of dividend)- 
Eleven banks contravened the provisions of this Section by declaring dividends 

prior to completely writing off capitalised expenses. The banks have agreed to ensure 
compliance in future. 

Section 16 (Prohibition of common directors)- 
Seven banks which had contravened the provisions of this Section were taking 

suitable steps in the matter. 



Section 17 (Transfers to reserve fund)- 
Nine banks contravened the provisions of this Section stipulatingjhe transfer 

of 20 per cent of the net profits to the reserve fund. The banks proposed t o  make up 
the deficiency from the surplus funds during the year or from the following year's 
profit. 

Section 18 (Maintenance of minimum cash re$erve)- 
The number of cases where banks failed to maintain the required percentage 

was very few and even here, the defaults were of a casual nature and'regularised 
immediately. 

- I 

Section 19 (Restriction on nature of subsidiary companies)- 
Of the three banks which were exempted from the provisions of Section 19(2) 

relating to the restriction on holding of shares of companies during 1957, one got the 
position regularised and the other two were granted further exemption. During 1958, 
five other banks contravened the said provisions but four others had since remlarised 
the position. 

Section 20 (Restrictions on loans and advances)- 
Of the ten banks which contravened the proviiions of Section 20(1), two had 

since regularised their position. 

Section 22 (Licensling of banking conzpanies)- 
. . During the year, licences were issued to six Indian scheduled banks and three: 
non-scheduled banks, bringing the total number of licences issued so far to 60. The 
depositsofthelicensed scheduled banks together with those ofthefour State-associated 
banks constituted over 93 per cent of the total deposits of all banking companies in 
the country. Twenty-one 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 128". The applications of 323 banks 
were pending at the end of the year. The slow progress in the licensing of banks was 
largely due to banks' failure to take steps to rectify the defects in their operations 
for qualifying for a licence. 

Sections-29 and 30 (Accounts and balance sheetsj- 
During the year, ten banks were found to  have contravened the provisions. 

Attention ofthe banks was drawn to the lapses and the banks were advised to comply 
with the provisions in future. 

Section 31 (Submission of returns)- 
In terms of the proviso to Section 31 of the Banking Companies Act, a number 

of banks were allowed a further period upto three months to submit their balance 
sheets and profit and loss accounts while some smaller banks in whose cases, it 
appeared that the cost of publication would be disproportionate to  their resources, 
were exempted from the provisions of the Section. 

Section 35(B)-(Appointments etc. of Chief Executive 0flcers)- 
In terms of this Section, 355 applications received for approval were disposed of. 

Of these, 349 were approved and the remaining 6 rejected. - * Excluding two banks whose licences were cancelled earlier. 



APPENDIX I 

Indo-Pakistan Agreement on Banking 

Following the partition of the country in 1947, the riots and disturbances in 
West Punjab forced banks operating there to evacuate from the area leaving behind 
their essential records, documents, Government securities, cash and other assets. 
Some of them had to close their doors while others had to shift their sphere of 
operations to the Indian Union, which resulted in an appreciable portion of their 
assets getting locked up in West Pakistan. With a view to assisting banks to realise 
their assets, to remove their records and surplus assets from one country to the other 
and to facilitate transfer of bank accounts of those persons who had migratedfrom 
one country to the other, the Governments of India and Pakistan entered into an 
Agreement in April 1949 which was subsequently ratified by the two Governments. 
The Agreement, known as the Indo-Pakistan Agreement on Banking, 1949 is in 
two parts; Part I deals with commercial banks and Part I1 with co-operative 
institutions. It is not applicable to  East Pakistan. . 

2. Part I of the Agreement is divided into four sections. Section I relates to the 
transfer of Muslim accounts from India to Pakistan while Section I1 relates to the 
difficulties encountered by banks regarding the realisation of their assets locked up 
in Pakistan and their transfer to India. Section I11 deals with the difficulties of 
the Imperial (now State) Bank of India regarding the transfer of certain categories 
of accounts while Section IV provides for the establishment of an agency to watch 
the implementation of the Agreed Decisions. The Reserve Bank of India has been 
asked by the Government of India to keep in touch with the implementation of the 
terms of the Agreement through its representatives on the .Implementation 
Committee. 

3. In June 1950, %he Governments of the two countries entered into another 
agreement known as the Indo-Pakistan Agreement on Movable Property of Evacuees. 
This agreement has a close bearing on some of the provisions of the Agreement 
on Banking. A meeting of the Implementation Committee on the above Agreement 
was held in New Delhi in June 1950 at which several decisions were taken and 
the difficulties experienced by Indian banks in removing their records and 
surplus assets from Pakistan to India were brought to  the notice of the 
Pakistan authorities for redress. No material progress was, however, made 
in regard to  the implementation of the provisions of the Agreement in view 
of the legal-and exchange difficulties involved. In March 1955, a conference 
between the representatives of the Governments of India and Pakistan was, therefore, 
held at Karachi to  discuss the various issues relating to the Agreement, particularly 
the question of en-bloc transfer of safe deposit vaults, lockers and evacuee bank 
accounts. These issues were again discussed at Karachi in April 1955 by the two 
Governments at  Ministerial level. The decisions taken are known as the Agreed 
Decisions on the Banking Agreement, 1949. A procedure for implementing the terms 
of the Banking Agreement as modified by the Agreed Decisions was thereafter 
evolved. According to the procedure, the Reserve Bank of India and the State Bank 
of Pakistan prepared lists of evacuee accounts to be transferred from Pakistan to 
India and vice versa. These lists have been exchanged by the Central Banks of the 
two countries for the pcrpose of verification and the final lists will be exchanged 
after the verification is complete. 

Two meetings of the Implementation Committee on Banking were held'in July 
and September 1956 to discuss the outstanding issues. Besides reviewing the progress 



of implementation of the Agreed Decisions of March-April 1955, the Committee 
considered the difficulties which had come to light with regard to the realisation of 
assets of banks and recommended the steps that should be taken for the removal of 
those difficulties. I t  was agreed, inter alia, that apart from giving the banks every 
facility for disposal of immovable property owned by them, the Government 
concerned would expedite the sale of evacuee immovable property mortgaged or 
chargeable in favour of banks in satisfaction of their dues. 

Two meetings of the Implementation Comlnittee on the Movable Property 
Agreement were also held at Karachi and New Delhi in the months of January and 
April 1958 respectively. The decisions arrived at in the first meeting provided that 
no restrictions would be imposed on the transfer of funds by banks from India to  
Pakistan, to the extent necessary, in cases where sufficient liquid assets are not 
available in Pakistan to enable them to discharge their liabilities towards Pakistan 
nationals, that on the 1st March 1958 India would supply bank-wise totals of Muslim 
deposits and that on the 25th March 1958 the delegations of the two countries 
would meet to exchange the detailed lists of bank accounts and of lockers and safe 
deposits. The delegations did not, however, meet on the 25th March 1958. In the 
meeting held on the 16th and 17th April 1958, the progress made by the two 
Governments in regard to the transfer of lockers and safe deposits was reviewed and 
the following decisions were, inter alia, taken :- 

(1) The Pakistan Government would supply the list of third party claims against 
safe depositsilockers by the 31st May 1958. 

(2) On the 5th June 1958 safe deposits and lockers would be handed over to the 
diplomatic representative of the other country at Lahore and Delhi 
respectively. I 

(3) The question of bank charges in regard to safe deposits and lockers should 
be discussed in the light of the replies of the banks 6y the deputy secretaries 
of the Ministries of Rehabilitation of the two countries. 

4. The major problem facing most of the Indian banks in Pakistan, in general, 
is the difficulty in realising their assets left behind in Pakistan and/or bringing into 
India their surplus assets. Although the Government of Pakistan have agreed to  give 
facilities for effecting sales of evacuee immovable property mortgaged or chargeable 
in favour of banks and for the realisation of the debts due to banks, they have often 
placed embargoes against banks in this regard. In fact, the Government of 
Pakistan passed, in September 1958, the Pakistan (Administration of Evacuee 
Property) (Amendment) Act, 1958 in terms of which : 

(i) no person or property treated as evacuee in status before the amending 
Act came into force (on the 23rd September 1958) can be accorded there- 
after non-evacuee status in law; and 

(ii) any declaration of the Custodian made after 1-1-1953, treating any 
person or property as non-evacuee in law may be set aside by the 
High Court. 

Thus these provisions have made it, in effect, very difficult for Indian dis- 
placed banks functioning in West Pakistan to be given the status of non-evacuee 
concerns, which is necessary for them to have for the purpose of proper imple- 
mentation of the Indo-Pakistan Agreement on Banking. Further, it was also brought 
to the notice of the Reserve Bank that the Custodian of Evacuee Property, Lahore, 



had served orders on most of the Indian banks whereby they were not permitted to  
operate on their bank accounts in Pakistan without his express permission. As the 
orders appeared t o  be against the letter and spirit of the. Agreed Decisions, the 
matter was reported to the Government of India who in turn took i t  up with 
the Pakistan authorities and suggested an immediate meeting of the Implementation 
Committee on the Banking Agreement. However, the Government of Pakistan 
have not so far agreed to holding such a meeting. 

5. It may be observed from the above that in spite of the existence of the 
Banking Agreement since 1949, no material progress has been made in its 
implement ation. 



APPENDIX' I1  

ALL-INDIA INTER-BANK AGREEMENT ON MAXIMUM RATES OF 
INTEREST ON DEPOSITS 

, . 
(1) This agreement shall not apply to inter-bank .transactions. 

(2) It shall apply to all banks incorporated outside India and to banks incor- 
porated in India having deposits of Rs. 5 crores or more as shown by their 
respective latest balance sheets. 

(3) Banks not comingwithin the purview of this agreement shall not be allowed 
on their deposits with the participating banks rates and/or terms better 
than those agreed to herein. 

(4) Current, Savings, deposit accounts of members and ex-members of the 
staff either singly or jointly with their close relatives and accounts of the 
banks' staff provident fund will be outside the purview of this agreement. 

Interest at per cent. on daily or minimum monthly balance at the option of 
the banks except at Bombay, Calcutta, Madras, Delhi and New Delhi where interest 
at ) per cent. should be allowed only on minimum monthly balance of Rs. 4,000 
and over. 

Interest should be paid only if it amounts to Rs. 5/-land over per half year. 
Existing special arrangements to be terminated on giving three months' notice from 
the date of agreement. Banks wliich are parties to the agreement should inform 
the Committee without disclosing the details of the special arrangements that they 
have terminated them on giving the required notice from the date of agreement. 

Banks are free to make special interest arrangements not exceeding 1 per cent. 
per annum for charity accounts. . 
EXCEPTIONS: If countervailing interest is paid on a credit balance against 

a debit balance in the u m e  name, the rate shall be at least one per cent. lower 
than the rate at which interest is charged on the advance provided however 
that countervailing intcrcst on a credit balance may be allowed a t  the same rate 
as that charged on the debit balance if the separate accounts are maintained 
onIy to meet the accounting requirements of the Reserve Bank of India Bill 
Market Scheme. Interest shall not be paid oa any amount in excess of the debit 
balance, at a rate higher than $ per cent. per annum. 

2. CALL AND TIME DEPOSITS:. 

The maximum rate of interest on any time deposit for less than three months 
and deposit at notice of seven days or more shall not exceed 36 per cent. per annurn 
and the maximum rate of interest for any time deposit for three months and over 
shall not exceed 4 per cent. per annum. The minimum period for a deposit shall be 
7 days or shall be subject to a'minimum notice of 7 days. 

The minimum amounts for which deposit receipts may be issued shall be:- 

(a) Rs. 25,000 for  money at 7 days' notice, 



(b) Rs. 10,000 for money at more than 7 days' notice, upto one month. 

-A deposit of less than Rs. 10,000 can be received for a period of more than 
one month. 

Any interest allowed on a time deposit after its maturity date, or on a deposit 
payable on notice after the expiry of notice given, shall not exceed a per cent. 
per annum. 

EXCEPTIONS: When a bank is subsequently asked to renew a 'deposit either 
wholly or partially for a further period not less than the period for which it 
has remained overdue or seven days whichever is longer, interest may.be allowed 
on the portion renewed at a rate appropriate for the period of renewal or  the 
renewal receipt may be issued as being effective as of the date the original ~eceipt 
became due fofpayment. 

No interest shall be paid on deposits payable on call or on notice of-less than 
7 days. 

'Banks in their discretion may make payment of time deposits before due date, 
but in such cases either no interest shall be paid or a loan may be granted against 
the time deposit, at a rate of interest of 1 per cent. above the deposit rate. Overdraft 
or cash credit may be allowed against a time deposit at 1* per cent. above the deposit 
rate. 

No optional terms shall be allowed on time deposits. Time deposits for more 
than two years should not be accepted except by way of Cash Certificates mentioned 
in the agreement. . 

3. SAVINGS BANK ACCOUNTS: 
The maximum amount on which the interest will be paid shall be Rs. 50,000/-. 

Th.e maximum rate of interest shall be 2i per cent. per annum on minimum 
monthly balance. 

Withdrawals by cheque may be permitted, but the account should not be,used 
zs a- Current Account. - 

4. CASH CERTIFICATES:. - 

Cash Certificates shall not be issued for a peiiod of less than 3 years and the 
rate of interest shall not exceed 4 per cent. compound per annum on Cash Certificates 
for less than five years and 4t  per cent. compound per annum on Cash Certificates 
for five years and more. 

Amounts of Cash Certificates may be paid before their due dates at the option 
of the banks and interest may be allowed for the expired period at a rate which shall 
be at  least a per cent. less than the rate allowed on the full period. No interest shall 
be paid for a period less than six months and thereafter they shall be payable on 
a minimum 7 days' notice. 

Printed terms and conditions in respect of rate of interest, issue prices and 
notice period for withdrawals should not be relaxed. 

If any banks have any cumulative or recurring deposit schemes already in 
existence, they may continue the schemes, provided that the rate of interest paid 
does not exceed 4 per cent. compound per annum. 



5. No OTHER DEPOSITS: 

No deposits of any class or type other than those described in the agreement 
should be accepted. 

The rates of interest on the various types of deposits mentioned above will be 
effective for a period of six months at a time, and may be varied at the end of such 
period by a referendum, but may be revised during such period, by the Executive 
Committee according to changes in the Reserve Bank of India rates. 

Brokerage shall not exceed 118 per cent. per annum. It shall not be paid to the 
depositors. 

Banks with head offices in India having deposits of between Rs. 25 crores and 
Rs. 5 crores as shown in their latest balance sheet will be allowed a latitude of &per 
cent. interest per annum for term deposits. 

The Devkaran Nanjee Banking Co. Ltd., and the Union Bank of India Ltd. 
voluntarily agree not to take advantage of the above latitude o f )  per cent. interest 
per annum on term deposits unless their accounts at  the end of 1958 show their 
deposits to be less than Rs. 223 crores. 

This ru1e.i~ however subject to immediate revision if it is found that the interests 
of the larger banks are being adversely affected to an appreciable extent as a result 
of this concession. 

A member bank may withdraw from the agreement by giving minimum' six 
months' notice in writing to the Executive Committee. If as a result of the with- 
drawal or resignation of one member, other member or members wish to withdraw, 
their notice period will count from the date of notice of the original member. 

The above Committee shall consist of the Chairman of the Indian Banks' 
Association,as Chairman and two representatives of the Exchange Banks and two 
representatives of the Indian Banks' Association as members. 

The Committee shall function in Bombay where the Central Office of the Reserve 
Bank of India is located. 

8 

The powers of the Committee shall be- 

(I) to examine alldisputes that arise from alleged infringements of the All-India 
Inter-Bank Agreement on Maximum Rates of Interest on Deposits. The 
findings of the Committee shall be final and the Committee may, at its 
discretion, circulate the name of a defaulting member among other subs- 
cribing banks. 

(2) to change rates as authorised in 6 above. 



APPENDIX I l l  

STATEMENTS 

Introductory Note 

The following statements are based on the various returns received periodie 
cally 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  diffe- 
rences in coverage, both as regards area as well as items included. The number 
of banking companies submitting ret~rns~tended t o  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 1952; statements based on Form XIII, therefore, exclude 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: 

Reserve Bank of India Act Banking Companies Act 

Statement Section Statement Section 

1 .. . . . . 53 5,6,8,9, 
11 . . . . 27 (1) 

2 .. . . .. 17and18 10 .. . . . . 26 

3 .. . . . . 42 (2) 12, 13, 14, 15, ' 

16, 17,18, 19 . . 27 (2) 

22, 24 . . . . . . 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. 

- = Figure nil or neghgible. 

A line drawn across a column between two consecutive figured denotes that 
the figures above and below the line are not comparable and tl$ nature of the 
difference is indicated in a footnote. 

Foreign banks include banks registered in Pakistan. 



STATE 

LIABILITIES A N D  ASSETS O F  

(Issue and Banking 

LIABILXTZES 
A 

c Deposits National National 
A Agricul- Agricul- 

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

rcscrvcs lation ment mmts (Long- (St ~ b i l i -  
0 term zatlon) Opera- Fund 

tions) 
Fund 

1 2 3 4 5. 6 7 8 9 -- 
Average of Fr;days 

January 3 .. 85.0* 1523.1 
10 ., 85.0 1540.7 
17 .. 85.0 1540.3 
24 .. 85.0 1533.6 
31 .. 85.0 1531.2 

February 7 .. 85.0 1558.6 
14 .. 85.0 1557.7 

March 7 .. 85.0 1578.7 

April 4 . . 85.0 1619.7 
I1 .. 85.0 1638.2 
18 .. 85.0 1627.8 
25 .. 85.0 1619.1 

June 6 , . ~ 8 5 . 0  1608.6 50.4 13.9 75.9 113.4 253.6 20.0 2.0 
13 .. i85.0 1605.0 51.4 13.4 81.1 113.2 259.0 20.0 2.0 
20 .. 85.0 1586.9 49.9 15.3 93.7 112.1 270.9 20.0 2.0 
27 .. b'5.0 1577.1 58.7 14.2 98.5 112.8 284.2 20.0 2.0 

hTore: Footnotes are given at the end of the statement. 



MENT-I 

THE RESERVE BANK OF INDIA, 1951-58 

Departrlzents Combined) (Amount in crons of rupees 

ASSETS 
1 r A 

-l 

Other Total Gold Foreign Rupee Notes Rupee Loans and Bills Other 
liabi- liabi- Coin assetst corn** secur- advances to pur- assets 
lities lities or and ities -+-, chased 

assets bull- Govern- Others and 
ion $j mcntss disco- 

unted 



STATE 

LlABlLlTlES A N D  ASSETS OF 

(Issue and Banking 

CI ABILITIES 
A 

/ 
Dcposits National Nation- 

Agricul- al Agri- 
Capital Notes Central Other Banks. Others Total tural cultural 

and in circu-Govern- Govern- Credit Credit 
rcserves Iation ment ments (Long- (Stabili- 

@ term zatlon) 
Opera- Fund 
tions) 
Fund 

July 4 .. 85.0 
11 .. 85.0 
18 .. 85.0 
25 ., 85.0 

August 1 .. 85.0 
8 .. 85.0 

15 .. 85.0 
22 .. 85.0 
29 .. 85.0 

October 3 . . 85.0 
10 . . 85.0 

November 7 . . 85.0 1572.6 62.2 19.4 82.8 114.3 278.7 25.0 3 .0  
14 .. 85.0 1585,9 63.3 18.2 79.9 114.5 275.9 25.0 3.0 
21 .. 85.0 1562.7 52.0 24.5 101.9 115.0 293.4 25.0 3.0 
28 .. 85.0 1555.2. 59.6 24.2 88.2 116.9 288.8 25.0 3.0 

* Rs. 10crores upto theend of June 1957 and Rs. 85 crores from30th June 1957. The increase 
represents the major portion of the profit, on the revaluation of the Bank's gold stocks effected on 
October 6, 1956 in terms of the Reserve Bank of India (Amendment) Act, 1956, transferred to 
Reserve Fund on June 30, 1957. 

f3 Including R s  43 mores of India notes retired from circulation in Pakistan and awaiting 
canCt:I atlon. 



MENT I (Concld.) 

T H E  RESERVE BANK OF INDIA, 1951-58 

Departments Cornbitred) (Amount in crores of r u m  ) 

Ass- - h 

other. Total b01d Foreign R u . p  Note  RUF Loam and Bills  he: 
liabi- liabi- Coin assetst corn** S ~ C U ~ L -  advances to pur- assets 
lities llties or and tits I-&-, chased 

assets bul l -  Govern- Others and 
ion§ rnents$ disco- 

unted 

a. Average for 48 weeks. 
b. Average for 26 weeks. 8 Valued at the statutory rate of Rs. 21.24 per tola upto 

October 5, 1956 and revalued a t  Rs. 62.50 per tola thereafter. 
t Include cash and short-term securities. ** Includes one rupee notes and subsidiary coin. 
$ Including temporary overdrafts to State Governments from the week ended 

August 23, 1957. 



STATE 

ADVANCES OF THE RESERVE BANK TO SCHEDULED 

Section Section Section Section Section 
17(2)(a) 17(2)(b) 17(2) 17 (9 (a) 17 (4) (6) 
rJL--r n,---,7------"-----4--, 

Period No. of Scheduled State Total Scheduled State Total Scheduled 
loans banks co-oper- (3 f4) banks co-!per- (6+ 7) banks 

. . ative atlve 
banks banks 

1958-Monthly 

January . . . . 
February . . 
March . . . . 
April . . . . 
May .. . . 
June . . . . 
July . . . . 
August . . . . 
September . . 
October . . . . 
November . . 
December . . 

Nok :--(I) Figures in brackets are outstanding amounts at the end of the period. 

(2) The sections referred to above relate to the Reserve Bank sf India Act, 1934. 



MENT 2 

BANKS A N D  STATE CO-OPERATIVE BANKS, 1951-58 

(Amount in lakhs of rupees) 

Section Section Section Section Grand Total 
17(4)(c1 17 (4A) @I 17(8) 18(1) (3) 

7 - - 7 , - - - - ,  r-h--\ r---h------, 
Scheduled State Total State Scheduled Scheduled Scheduled State Total 

banks co-oper- ( lo+ 11) co-oper- banks banks banks co-oper- (1 6 f 17) 
ative ative (3 f 6+9+ ative banks 

banks banks lo-I-14+15)(4+7+ 11 + 
1 %  

@I Since January 1955 medium term advances for agricultural purposes to State co- 
operative banks are granted under Section 17(4A) of  the Reserve Bank of India 
(Amendment) Act, 1953. * Includes advances of the Reserve Bank to  :tate co-operative banks under Section 
17(2)(a) in  both ' gross ' and ' outstandings . 



STATE 

CONSOLIDATED POSITION OF 

Borrowings from Borrowings from the Bprrow- 
Banks (b) Reserve Bank zngs 

7 - 7  from 
No. of Demand Time Total Demand Tlme Net Agalnst Others Total the 
Report- liabill- 11abll1- liabili- liabili- usance State 
mg ties* ties* ties* ties bills Bank 

banks(u) (3+4) (5-6-7) and/or and/or 
promis- a Notified 

sory Bank f 
notes 

Average of 
Fridays 

January 3 .. 
l o ' . .  . 

February 7 . . 
14 .. 
21 .. 
28 .. 

March 7 .. 92 727.5 727.2 1454.7 11.9 15.9 1427.0 22.5 14.4 36.9 10.9 
14 .. 92 740.2 723.0 1463.2 13.7 15.5 1434.1 21.8 14.5 36.3 10.3 
21 .. 92 741.3 724.7 1466.0 12.1 16.1 1437.8 23.5 14.2 37.8 10.7 
28 .. 92 745.9 735.4 1481.3 15.3 14.9 1451.2 26.6 15.4 42.0 11.7 

April 4 .. 92 766.6 744.21510.8 16.0 15.0 1479.7 24.2 13.8 37.9 11.0 
11 .. 92 774.7 757.9 1532.6 17.5 15.1 1500.1 19.1 3.1 22.2 8.8 
18 .. 92 772.9 764.5 1537.4 18.4 15.1 1503.9 17.3 2.5 19.8 8.0 
25 .. 92 775.2 769.01544.2 17.4 14.7 1512.1 17.7 2.1 19.9 6.8 

- 
Note:-Footnotes arc given at the end of the statement. 



MENT 3 

SCHEDULED BANKS, 1951-58 

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

Cash Balances Excess Total Per- Balances Invest- Per- Money Inland Foreign Advan- Total Perceat- 
in with of (14) cash and cent- with ments cent- at call bills b~lls ces (e) sche- age of 

hand the  over balances ageof other in age of and purchas-purchas- duled 23' to S 
Reserve the (13+14)1G to 8 banks Govern- 19 to 8 short ed and cd and bank 
Bank statu- in merit notice dis- dis- credit 

tory current securi- counted counted (22+23 
mmt- account ties (c) (4 $24) 
mum 



- STAT1 

CONSOLIDATED POSITION 01 

Borrowings from 
Banks (6) 

Time Total Demand Time Net 
liabili- liabili- . liabili- 

ties* ties* ties 
(3$4) . - (5-67) 

Borrowings from the Borrow 
Reserve Bank ings 

from 
Against Others Total the 
usance - State 

bills Bank 
and/or and/or 

prom~s- a Notifi- 
sory ed Bankf 

notes 

No. of Demand 
Report- liabili- 

ing ties* 
banks(u1 

June 6 .. 92 748.5 792.1 1540.6 21.0 24.4 14952 16.2 1.1 17.3 5.6 
13 .. 92 747.5 797.7 1545.2 26.4 27.0 14918 14.5 1.0 15.4 5.3 .. 92 743.4 807.9 1551.3 25.9 33.1 14924 11.8 1.0 12.7 4.4 . 92 756.6 806.9 1563.5 25.4 35.7 1502.4 14.2 0.7 15.0 3.4 

July 

August 

September 

October 

November 7 .. 92 704.9 926.7 1631.6 23-3 39.5 1568.9 1.2 3.5 4.7 4.5 
14 .. 92 707.3 920.7 1628 0 15.5 37 .6  1574.9 1 .0  4.0 4.9 5.1 
21 .. 92 713.8 929.0 1642.8 15.6 39.0 1588.2 0.7 0 7 1 . 4  3.4 
28 .. 92 712.2 919.6 1631.8 17.1 39.3 1575.4 0.7 0.9 1.6 3.5 

December 5 .. 92 705.1 928.4 1633.5 22.3 38.1 1573.2 0 . 7 '  1.2 1.9 4.1. 
12 .. 92 707.2 923.9 1631.1 21.1 36.8 1573.2 0 7  9.1 9 .8  5.1 
19 .. 92 706.3 922.0 1628.3 19.1 35.8 1573.3 0.8 10.0 10.8 5.6 

. 26 .. 93 717.9 909.5 1627.4 24.0 29.8 1573.6 1.8 9.1 11.0 7.5 

* Jnclude ir,ter-bank borrowings. 
t Prior to July 1, 1955 the figures rclate to the Imperial Bank of India. 

(a) At the end of the period. 
(b) Exclude borrowings from the Imperial Bank (now Statc Dank of India) with effect from April 18, 1952. 
(c) At book value : including Treasury bills and Treasury Dcposit Receipts. 
(d) Include inland bills purchased from November 1951 only, 



M E NTL 3 t Concld.) 

SCHEDULED BANKS, 1951-58 

. - - - - -  - a - (Amount in crores of rupees) 
-A 

Bdlances . Excess-Total - Per-. Balances Invest- 9er- Money -Inland Foreign Advan- Total Percent- 
with of(14) cash and cent- with ments cent- at call bills bills ces(e) sche- age of 
the over balances age of other in age of and purchas- purchas- duled 25 to 8 

Reserve the (13f 14) 16 to 8 banks Govern- 19 to 8 short -% ed and ed  and bank 
Bank statu- - i n  - -  ment -- . notice dis- dis- credit 

tory current securi- " counted counted (22 -I- 23 
rnlnl- account ties (c) (4 4-24] 
mum 

Cash 
in 

hand 

(e) Include money at  call and short notice and inland bills purchased upto October 1951. 
( f )  Average for 5 0  weeks. 
(g) Averagc for 37 wccks. 
(I;) Averagc for  9 weeks. 
(1) Averagc for 34 wccks. 



STATE 
MONEY RATES 

-_ _ ..-.- ___-.-- -- 
State Bank of India* Baznr Bill 

L 
I 

-- -7 

Call Loan Rate (4 Calcutta 
y- -7 

Bank Hundi Advances Rs. 5 lakhs Below 
Rate (a) Rate (6) Rate (c) and over Rs. 5 lakhs 

--,; --- -b7 -L---, 7-7 r-Y 
H L H L H L H L H L H  L 

1957 .. . . 
1958 .. . . 
1958-Monthly 

January 1958 . . 
February ,, . . 
March ,, , . 
April ,, , . 
May 91 . . 
June ),. . 
July 3, . . 
August ,, .. 
September ,, . . 
October ,, . . 
November ,, . . 
December ,, .. 4 ---- 5% 48 4 46. 9- 0 - * Prior to July 1, 1955 the rates relate to the Imperial Bank of India. 

** For Bazar Bill Rate and Cali Money Rate the figures above the line relate to  the keriod. 
January to November and those below the line relate to  December. 

t Raised to 34% on November 15, 1951, 
tt Raised to 4% on May 16, 1957. 
4 From October 27, 1958. 

(a) The stadard rate at which the Reserve Bank of India is prepared to buy o r  rediscouct 
bills of exchange or other commercial paper eligible for purchase under the Reserve Bank of India Act. 

(b) The rate at which the State Bank of India discounts first class three months' commercial 
bills. 

(c) The general advance rate at which thc State Bank of India grants advances to the public 
against Government Secuntres. 

H-Highest. . 
L=Lowest. 



MEMT 4 
IN INDIA, 

Rate (e) 
7 

Bombay 

195 1-58 
(Rate per cent per annum) 

- - -- - - - - - -- ---- -- 
Call Money Rate ( f )  

7- 7 
Calcutta Bombay Madras Long -- 7 term 

Larger Banks Smaller Banks Govern- 
ment 

r----7 7 - 7  7 - 7  -A--, bond 
H L H L H L H L yield@ 

(per cent) 
16 17 18 19 20 21 22 23 24 - - % - - - - ----- - - - --- - - --- - --- --- 

a 2a a 2% 1) 2 8 3.29 

lob - 114 25 - 48 24 - 4Q 34 - 3-15/16 4.23 

9g - Ilf 3 - 4fj 3 - 46 3Q - 3-15/16 4.23 
/ - 

9 2 -  114 3 ) - 4 )  3 - 4Q 3 4 - 4 6  4.23 

9% - 104 3) - 4$ 3 - 4-5/16 3q - 3-15/16 4.22 

9 - 103 36 - 4& 3 - 4-7/16 3) - 3-15/16 4.22 

9 - 9) 36 - 4h 3 - 48 3 - 31 4.22 

9 - 9% 3& - 4) 2 i  - 4Q 3 - 3-11/16 4.23 

9 - 92 2 - 4i) 2-3/16 - 38 29 - 3% 4.19 

86 - 92 2 - 4% 2 - 3& 2) - 3 4.05 

8) - 9% 14 - 49 1% - 34 2) - 2-11/16 4.08 

9 - 9% 1 - 44 1-3/16 - 3-3/16 lg  - 2-7/16 4.10 

9 - 9% --- 19 - 49 14 - 3-3/16 2 - 3# 4.10 
(d) The basic advance rate of the State Bank of India for demand loans taken b y  scheduled 

banks against Government Securities. 
( P )  Rate at which bills of small traders are reported to have been discounted by shroffs ; 

these are unofficial quotations. Prior to December 1956, the data prov~de the highest and lowest 
rate during the period; subsequent data provide ranges during the period. 

(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 brokers, while those for Calcutta and Madras are based on weekly advices received 
from the Reserve Bank of India ofices upto November 1956. From December 1956 the data 
provide ranges during the period. The rates include brokerage. 

@ Average flat yield on 3 per Celt Conversion Loan, 1986 or later. 



' 7  No.oF . . Demand Time 
report- Paid- Re- deposits . deposits 

ing up-. ser- ----, p---+7 Net Due Total Cash Balan- Total 
As on tho last bank- capl- -ves- From From From From depo- to liabi- in ces (12f 13) 

Fr~day of Ing talt bank- others bank- other! sits other lities hand with 
c o p  t - ing lng (6 + 8) banks the 

pan~es COT cornp- Re- 
panles panles serve .- - 'Bank 

1 2 3 4 5  6 7 8 '  9 10 11 12 13 14 

A. Scheduled Banks each with 

January 1958. . 
February . ,, . . 
March ;, . . 
April % ,, . . 
May ' s i  

June ,, . . 
July ,, - .  
August . ,, . . 
September ,, . . 
October . ,, . . 
November ,, . . 
December. ,, . . . . 

+ .  

5 .4  405.6 710.7 2.4 791:7 12.4 63.4 75.9 
6.2 397.2 708.9 2.0 793.2 12.0 47.7 5 9 7  
.3.8 396.5 707.7 4.1 794.9 12.5 42.7 55.2 

B. Scheduled Banks each with 
1955 . . .. 10 10.1 11.0 9.8 235.3 3.3 192.9 428.2 27.0 518.5 13.8 22.8 36.6  
1956 . . .. 9 9.8 9.4 6.8 202.9 2.6 146.2 349.1 57.2 455.8 10.4 18.2 28.7 
1957 . . ':. i . 1  9' - 9 . 8  9.7 8.1 202.7 13.0 175.2 377.9 39.4 473.7' 10.7 19.1 29.8 
1958 .. .. 10 10.6 11.2 9.4 204.5 13.5 259.7 464.2 25.4 556.6 13.9 19.3 33.2 
January 1958.. 10 10.3 10.5 9.4 220.2- 9 . 0  195.3 415.5 42.1 518.1 11.5 20.7 32.2 
February . . . 10 10.3 10.5 -8 .7  221.6 9.5 197.0 418.6 -36.7. 512.7 11.5 ,19.6 31.1 
March ,, .. 10' 1 0 . 3  10.5 8.3 222.9 10.7 197.3 420.2 38.3-519.1 11.8 19.4 31.2 
April , ,  . 10 10.3 10.6 9 .6>225.9  14.9 209.3 4352  33.2 537.5 13.1 27.1 40.2 
May '- , . 10 10.3 10.6 8.9 223.5 14.7 212.5 436 0 31.5 533 4 12.2 22.4 34.6 
June . , . 10 10.3 10.6 10.8 225.7 13.7 216.2 441.9 33.3 5 4 2 3  11.3 28.5 39.7 
July * ,, .. 10 10.3 10.6 10.0 222.3 15.9 233.4 455.7 29.1 5 5 4 0  12.0 28.5 40.5 
August , . . 0 10.6 10.9 9.7 227.6 16.0 239.7 467,3, 24.5 558.2 12.2 26.5 38.7 
September ,, . . 10 . 1 0 . 6  10.9 10.4 231.7 15.3 235.4 467.1 19.5 553.8 12.3 25.0 37.3 
October , . 1 10.6 10.9 11.0 205.1 14 6 263.6 468.7 17.2 554.7 . 12.4 24.9 37.3 
November ,, .. 0 v10.6'10.9 9.0 205.5 14.9 262.9 468.3 16.1 551.2 12.8 23.3 36.0 
December, ,, .. 10 10.6.11.2 9.4 204.5 13.5 259.7 464.2 25.4 556.6 13.9 19.3 33.2 

.A % ,  ' 
C. Scheduled Banks each with 

1955 . . > . .  77 13.8 10.0 8.3 120.3 2.0 121.6 241.9 12.2 320.8 15.6 13.9 29.5 
1956 .. .. 77 13.6 11.5 10.7 127.0 2.3 141.2 268.2 22.4 369.7 15.1 12.5 27.5 
1957 . .  ., 79 15.0 14.3 8.8 157.0 7.6 178.7 335.6 26.6 438.9 16.6 16.2 32.8 
1958 . . . . .  80 14.9 14.9 10.0 134.0 4-4 210.3 344.3 24.3 439.9 17.0 14.1 31.1 
January 1928.. 78 14.5 12.7 8.6 139.1 6.1 168.0 307.1 26.4 404.3 14.8 14.4 29.3 
February ,, .. 78 14.5 12.8 8.7 139.6- 4.9 168.9 308.4 29.7 4 0 6 9  14.6 14.6 29.2 
March ,, ., 79 14.8 13.5 11.1 144.3 4.9 172.3 316.5 32.2 4 1 8 8  14.2 15.2 29.4 
April ,, .. 79 14.8 13.6 15.3 148.0 - 6 . 4  176.9 324.9 24.4 426 1 16.0 17.2 33.2 
May ,, .. 79 14.8 13.6 15.0 148.0 7.7 179.4 327.5 22.7 425 0 14.9 17.1 32.1 
June 9, .. 79 15.1 14.3 15.5 150 0 6.8 183.9 333.9 24.2 431 3 18.0 18.4 36.4 
July 9, 79 15.2 14.4 17.1 149.9 6.6 186.3 336.3 23.1 437.2 15.3 17.7 33.0 
AukPst ,, .. 79 14.7 14.9 14.2 144.8 6.5 195.2 340.0 19.6 431.7 14.9 18.0 32.9 
September ,, .. 79 14.8 14.9 11.5 144.0 5.8 197.4 341.5 20.9 432.3 14.3 18.9 33.2 
October ,, .. 79 14.8 14.9 12.1 136.6 5 .9  206.4 3 4 3 0  22.4 437.3 15.2 18.2 33.3 
November ,, .. 79 14.8 14.9 9.6 137.9 5.4 208.4 346.4 20.3 435.5 15.4 15.0 30.5 
Dwember ,, 80 14.9 14.9 10.0 134.0 , 4.4 210.3 344.3 24.3 439.9 17.0 14,1 31.1 --- 

Note: Foot-notes are given n t  the end o f  the statement. 



ME NT. 5 
BANKING .. . , .  - COMPANIES, . , .  . 1955-58 

, . .i . . , ,  . 
(Amount in crores of rupees) -- 

Percen- Balances Money Bills Loans, Due Total Percen- Invest- Other Total Percen- Total 
:age of with the a t  call purcha- advan- from advan- rage of ments in invest- invest- :age of assets 
I4 to 9 agent and sed .and ces, cash banks 21 to 9 Govern- ments ments 25 to 9 

of the short dm- credits (I&) men! (23 4- 24) 
Reserve notice counted , and secun- 

Bank and if over- , tles* 
other drafts 
banks 

1 5  16 17 18 19 20 2 1 22 23 24 15 26 27 - 
deposits of Rs. 100 crores and over 

7 . 8  2 .4  4.1 29.6 289.0 7.6 
f deposits between Rs. 25 and Rs. 100 crores 

9.0 7 . 5  1 7 . 9  44.2 
8.9 4 . 2  18.7 40.5 
8 . 3  4.1  20 .2  35 .8  
8.0 4.1  20.6 34 .7  
8 .0  4 .7  19.7 29 .7  
7.7 4.3  15.2 27 .3  
7.1 4.3  14.0 27 .4  

. deposits of less than Rs. 25 crores. 



LIABILITIES AND ASSETS I N  INDIA 01 

No. of Demand Time 
report- Paid- deposits deposits , 

lng up Re- 7,-A ---, r---h7 Net D t ~ e  ' Total Cash Balan- To!al 
As on the last bank- capi- ser- From From From From depo- to liabili- in ces (12+13 

Friday of tng talt ves bank- others bank- others sits other ties hand wlth 
corn- ing Ing (64- 8) banks the Re- 
panies com- com- 

panles panles 
serve 
Bank 

January 

February 

March 

April 

May 
iune 

July 

August 

September 

October 

November 

December 

January 1958.. 307 5.8 2.9 0.2 14.4 0.2 30.7 45.1 
February ,, .. 309 5.8 3 . 0  0.2 14.2 0 .2  31.0 45.2 

D. ALL SCHEDC 
--I.-- .--. . z  . -- 

39.1 6 i . 1  100.2 

38.6 51.9 90.5 

39.7 67.9 107.6 

43.5 76.0 119.5 

E. NON-SCHEDU 

- -*-- - ...-- -- - --.-.- ". 
Note:-Footnotes are given at the end of fhc statement. 



BANKING COMPANIES, 1955-58 - 

Percen- Balances Money 
tage of with the at call 
14 to 9 agent of and 

the short 
Reserve notice 

Bank and 
other banks 

(Amount i n  crores of rupees) 

Total Pircen- Invest- Other Total Percen- Total i s  Loans, 9 
purcha- advan- from advan- tage of ments in invest- invest- tage of assets 
sed and ces, cash banks 21 to  9 Govern- ments ments 2 5  to 9 

dis- credits (18+19 ment. (23 + 24) 
count- and over- secun- 

edtt  drafts lies* 

LED BANKS- 
&-- - -*.. 

10.3 14.9 

8 . 6  12.9 

8 . 3  1 3 . 0  

7 . 9  13.6 

LED BANKS 



STATE 

LIABILITIES AND ASSETS IN INDIA OF 

-- ---__ ____----- ----- 
No. of Demand ~ i m d  -. - -  

report- Paid- deposits \ deposits 
ing up Re- r-L-, Net Due Total Cash Balan- T o t e  

As on tho last brink- cap,- ser- From From From From depo- to liabili- in ces -13) 
Friday of Ing talt ves bank- others bank- others sits 'other ties hand with 

con?- InE ing (6+8) banks the Re- 
panlev corn- com- serve 

~an les  panles Bank 

March 
April 

May 
Junc 

July 
August 
September 
October 

- %ovember 

December 

January 
February 

March 
April 

;May 

June 
July 

-+August 

September 

October 

November 

December 

9 LO 11 12 13'  14 
--.- 

E. NON-SCHEDU 

Note:--l. Classification of Scheduled banks into those with deposits (A) of Rs. 100 crores and over (B) between 
Rs, 25 crores and Rs. 1OO.crores and (C) less than Rs. 25 crores is based on the position a s  at  the end of 
the last Friday of the respectwe years. 

2. As the figures of liabilities and assets. of banking Companies relate only arcas in  which the Banking 
Companies Act extended, the total of l~abrlities may not agree with the total of assets. 



ME NT 5-(Coizcld.) 

BANKI,NG COMPANIES, 1955-58 
(Amount in crores of rupees) 

Percen- Balances Money Bills Loans, Due Total Preeerr- Invest- Other Total Pereen- Total 
fQge of with the at call purcha- advan- from advan- rage of ments in invest- invest- tage o/ assets 
14 to 9 agent of and sed and ces. cash banks ces 21 to 9 Govern- ments ments 26 lo 9 

the short dis- credits (183.19) men! (23 $24) - Reserve notice count- and over- securl- 
Bank and edu drafts ties* 

other banks 

LED BANKS (contd.) 

: BANKS 

86.9 544.7 10.6 631.6 GO. 5 407.7 35.9 443.6 42.5 1260.1 

133.8 653.7 12.0 787.5 70.0  389.7 37.2 426.9 37:9 1395.5 

114.8 738.8 10.2 853.6 63.4 446.2 55.1 501.3 37.2 1594.2 

96.0 764.4 8 . 6  860.4 1 648.5 59.0 707.5 45.3  1814.3 

- - - -- - - - -- --- - ---. --- ---- -- 
1' + The figures of paid-up capital of banking companies incorporated outside India are excluded. 

Relate to inland and such foreign import bills as are accounted through bills purchased and discounted 
account. 

* Include Treasury h~lls and Treasury Deposit Receipts. 



STATEMENT 6 

PRINCIPAL RATIOS OF BANKING COMPANIES, 1957 & 1958 

( A s  on the last Friday of the year.) 
(Percentage) 

Non- All 
Scheduled Banks 

Scheduled Banks Banks 
A 

I 7 

Ratio of Brtnks with Banks with Banks with 
total deposits total deposits total depos~ts 
of Rs. 100 between of less than 
crores and Rs. 25 crores Rs. 25 crores 

over and Rs. 100 
crores 

rA-, r--4-7 r-7 - - 
1957 1958 1957 1958 1957 1958 1957 1958 1957 1958 

1 2 3 4 5 6 7 8 9 1 0 1 1  
- - -- - 

... 1. Reserves to paid-up capital @. .. 124 120 99 106 95 100 49 60 83 101 

... 2. Net demanddeposits to totalnet depd;ts 51 44 54 44 47 39 31 31 50 43 
3. Net time deposits to totalnet deposits . . . . . .  49 56 46 56 53 61 69 69 50 57 
4. Total paid-up capital and reserves to total net 

deposits @ . . . . . .  . . . . . .  4 3 5 5 9 9 18 18 6 5 
5. Borrowings from"danks to total net deposits.. . - 1 1 0 5 8 7 4 2 5 4  
6. Cash in hand and balances with the Reserve 

Bank to total net deposits 8 8 8 7 1 0 9 8 8 8 8  
7. Balances with the agents of the' ~esd;;e ~ a i k  

and with other banks to total net deposits ... - 1 1 2 2 6 7 1 1  
8. Investments in Government securities to total 

net deposits ... . . . '  ... 42 52 25 33 29 34 27 25 33 42 
9. Totalinvestment~~oto~~inetdeposits . . . . . .  45 54 28 37 35 39 36 34 37 45 

10. Advances to total net deposits . . . . . .  ... 54 45 75 64 67 63 69 65 63 55 
11. Capitalised expenses to total paid-up capital 

andreservesa . . . . . . . . . . . .  . . . I  2 1 3 8 5 5 5 4 4 

@Tn calculating the ratios, 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 T O  TOTAL DEPOSITS O F  
INDIAN JOINT-STOCK BANKS, 1939-1958. 

(Percentage) 

End of Scheduled Non-Scheduled All Banks 
Banks Banks 

1 2 3 4 

1939 . . . . . . . . . . . . . . . . . . . . .  13 25 14 
1945 . . . . . . . . . . . . . . . . . . . . .  6 11 - 7 
1949 . . . . . . . . . . . . . . . . . . . . .  9 20 9 
1950 . . . . . . . . . . . . . . . . . . . . .  9 2 1 9 
1951 . . . . . . . . . . . . . . . . . . . . .  9 22 
1952 

10 . . . . . . . . . . . . . . . . . . . . .  9 22 
1953 

11 . . . . . . . . . . . . . . . . . . . . .  9 21 
1954 

10 . . . . . . . . . . . . . . . . . . . . .  8 19 
1955 

9 . . . . . . . . . . . . . . . . . . . . .  7 18 
1956 

8 . . . . . . . . . . . . . . . . . . . . .  7 16 
1957 

7 . . . . . . . . . . . . . . . . . . . . .  6 18 
1958 

6 . . . . . . . . . . . . . . . . . . . . .  5 18 5 - 
Note:-The ratios have h e n  calculated from data available in the StatisticalTublcs rc la t in~ to Bzrnks in India 

for the years f 939 and 1945 ant1 thcrcafter from rcturns received from banking companies under the Ranking Companie~ 
Act, 
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STATEMENT 8 

PRINCIPAL LIABILITIES AND ASSETS IN I N D I A  OF BANKING COMPANIES 
CLASSIFIED ACCORDING TO T H E  SIZE OF THEIR 

PAID-UP CAPITAL A N D  RESERVES, 1958. 

(As 012 the last Friday of the year.) 
(Amount in crores of rupees) 

Ci 

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

ingbank- and Deposits and Govern- ments advan- 
Size of paid-up capital and lng reserves* c-~-, balances ment ces 

reserves. compa- Demand Tlme Total with the securi- .. 
riles Reserve tiest 

Bank of 
India 

, 1 2 3 4 5 6 7 8 9 10 

Rs. 5 lakhs and above but less 
than Rs. 50 lakhs ... ... 47 

Rs. 50 lakhs and abovi: ... 30 

Total of 1 and 2 ... ... 77 

Below Rs. 50,000 ... 4 
Rs. 50,000 and above'but less 
than Rs. 1 lakh . .. ... 78 
Rs. 1 lakh and abovemebut less 
than Rs. 5 lakhs . . . ... 167 

Rs. 5 lakhs and above but less 
than Rs. 50 lakhs ... ... 42 

Rs. 50 lakhs i n d  above ... 1 

Total of  4 to 8 ... .,$ ... 292 

- - --- - - - - 

A. SCHEDULED BANKS 

6. NON-SCHEDULED BANKS 

C. ALL BANKS - 
Below Rs. 50,000 4 - - - - - - - - 
Rs. 50,000 and above &t less"' 
than Rs. 1 lakh ... ... 78 0 . 5  0 . 5  1 . 4  1 .9  0.2 0 . 4  0 . 2  1.4 

( 2 6 . 3 )  (26 .3 )  ( 7 3 . 7 )  (10.5)  (21 .1 )  (10.5) (73.7) 
Rs. 1 lakh and above but less 
than Rs. 5 lakhs ... ... 267 3.7 5.4 15.6 21.0 1.7 5.0 2.3 13.9 

( 1 7 . 6 )  ( 2 5 . 7 )  ( 7 4 . 3 )  ( 8 . 1 )  ( 2 3 . 8 )  (11  .O) (66 .2 )  
.&lakhs and above but less 
thanRs.50lakhs ... ... 89 12.0 36.6 78.1 114.7 11.3 33.5 6.6 65.4 

( 1 0 . 5 )  (32 . 9 )  ( 6 8 . 1 )  ( 9 . 9 )  ( 2 9 . 2 )  ( 5 . 8 )  ( 5 7 . 0 )  
Rs. 50 lakhs and above ... 31 60.1 553.6 739.1 1292.7 95.3 263.7 47.7 627.2 

( 4 . 6 )  ( 4 2 . 8 )  ( 5 7 . 2 )  ( 7 . 4 )  ( 4 3 . 6 )  ( 3 . 7 )  (48 .5 )  
Total of 10 to 14 . .. ... 369 76.3 596.1 834.2 1430.3 108.5 602.6 56.8 708.0 

( 5 . 3 )  ( 1 1 . 7 )  ( 5 8 . 3 )  ( 7 . 6 )  ( 1 2 . 1 )  (4 . O )  ( 4 9 . 5 )  
.-- .---- - 

Note:--Figures in brackets indicate the percentage of individual items t o  total deposits of banking companies 
in each group. 

*Exclude bunking cornpanics incorporated outsicic India, 
t lncludc Trcasury bills. 



STATEMENT 9 

CLASSIFICATION OF THE N U M B E R  O F  BANKING COMPANIES 
ACCORDING T O  THE SIZE OF THEIR RESERVES IN RELATION 

TO THEIR PAID-UP CAPITAL, 1949-58 

No. of banking companies having 
L 

I \ 

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

Class of banking Friday reserves the paid-up than 50 % than the 
companies of capital ,but less than paid-up Total 

the paid-up capital 
capital 

Nurn- Per- Num- Per- Num- Per- Num- Per- Num- 
ber cent- ber cent- ber cent- ber cent- ber 

age to age to age to nge to 
total total total total 

- Indian Scheduled banks . . . 1949 
1950 

Non-scheduled banks ... 1949 37 11 202 GO 48 14 49 1 5  336 
1950 28 8 203 61 49 15 55 16 335 
1951 26 9 173 57 49 16 53 IS 301 
1952 38 9 249 30 6 6  10 70 l i  423 
1953 28 7 248 GO 7 0  1 7  68 16 414 
1954 26 7 229 67 78 40 67  17 400 

, 1955 23 6 219 57 7 2  19 72 I!) 386 
1956 13 4 189 43 81 23 71 PO 354 
1957 9 3 165 62 73 Pd 71 ?"I8 
1958 8 3 142 19 71 24 71 Pd 292 

All Indian hanks . .. ... 1949 
1950 
1951 
1952 
1953 
1954 
1955 
1956 
1957 
1958 



I Pf?lMPAL LIABILITIES ANJ ASSETS 



STATEMENT 10 

UNCLAIMED DEPOSITS HELD BY BANKING COMPANIES, 
1956 & 1957 

(Amount in lakhs of rupees) 
- -  --_I ._-I_ _ __ _ _ . _ _ _ _ _ _ _ . _ _ _ _ _ _ - _ I _ -  

rqurnbcr of reporting 
banking companies 

Number of bankiny 
compamcs showing 
unclaimed accounts 

Per- Per- Per- Per - 
Particulars Number cenlage Amount centagc Number centage Amount ccnrage 

to  to 10 to 
tola! total total total 

I. Nature of accounts 

1.  Current . . . . 57,512. 26 5 1 24 63,291 25 66 26 

2. Savings . . .. 1,57,400 71 1,11 53 1,77,619 71 1,34 52 

3. Fixed . . .. 1,078 1 40 19 1,251 1 5 0  19 

4. Others . . . . 5,205 2 6 3 7,451 3 6 2 

11. Interest credited . . 1 - 1 1 1  

111. Incidental charges 
debited . . . . 

IV. Total . . . . 2 f 1,195 100 2,09 100 2,49,612 100 2,58 100 

Note:-Figures for 1956 are revised. 
@ Less than Rs. 50,000. 



STATEMENT I1 
PRINCIPAL LlABlLlTlES AND ASSETS IN INDIA OF BANKING COMPANIES 

CLASSIFIED ACCORDING T O  THE SIZE O F  THEIR DEPOSITS, 1958 

(As on the last Friday of the year)  
(Amount 

No. of Paid-up Cash in 
report- capital Deposits hand 

Size of deposits lng and r- and 
banking reser- Demand Time Total balances 

corn- ves* with the 
pnnies Reserve 

Bank of 

in crores of rupees) -9 
- - 

Invest- Other L 
mFnts invest- and 
m ments' advan-, 

Govern- ces 
ment I 

secu- 
ritiesj- 

India - 
1 2 3 4 5 6 7 8 v., -- 

- 10 
A. SCHEDULED BANKS 

1. Below Rs. 5 lakhs ..., ... 2 0.1 - - - - - - 0.1 

2. Rs. 5 lakhs to Rs. 10 lakhs ... 

3. Rs..lO lakhs to Rs. 50 lakhs 

4. Rs. 50 lakhs to Rs. 1 crore ... 
5. Rs. 1 crore to Rs. 5 crores ... 
6. Rs. 5 crores to Rs. 10 crores ... 
7. Rs. 10 crores to Rs. 20 crores ... 
8. Rs. 20 crores and above . . . 
9. Total of 1 to 8 ... ... ... 

0.1 
(1 00 .0 )  

. 1 .4  
(roo. 0 )  

6 .9  
(71 .1 )  
53.3 

(71 .3 )  
42.2 

(61.3)  
87.5 

(sa. 7) 
639.1 
(50 .5 )  
830.6 
(52.7) 

B. NON-SCHEDULED BANKS 
10. BelowRs.5lakhs ... ... 138 2.1 0.8 2.0 2.8 0 3  0.6 0.3 3.1 

. ( 7 1 . )  (28.6) (71.4) (10.7) (21.4)  (10.7)  (110.7) 
. 11. Rs.5lakhstoRs.lOlakhs ... 50 0 . 9  1.0 2.8 3.8 0.3 0 .8  0.4 2.8  

(23.7) (26.3) (73.7) (7 .9)  (81 .1 )  (20. d) (7.3.7) 
12.Rs.lOIakhstoRs.501akhs ... 84 3.6  5.1 12.9 18.0 1.4 4.3 2.1 12.2 

(19.4) (28.3) (71 .7) (7.8) (23..9) (11 .7 )  ( 6 7 . 8 )  
13. Rs.50lakhstoRs.lcrore ... 13 0.8 2.8 7.0 9.8 0.6 2.4 0.6 5.7 

(8 .2 )  (28.6) (71.4) (6 .1)  (ZJ.5) (6 .1 )  (iF7.1) 
14. Rs.1croretoRs.5crores ... 7 0.9 4.8 7.0 11.8 0.8 3.4 0.8 5.9 

(7 .6)  (40.7) ((.59.3) (6.8) 2 .  8) (6.  8) (GO. 0 )  
15. TotaloflOto14 ... ... 292 8.3 14.5 31.7 46.2 3.4 11.5 4 . 2  29.8 

(17.5)  (31.4) (68.6) ( 7 . )  ( 4 )  (9 .1 )  (64.1) 

C. ALL BANKS 
16.BelowRs.5lakhs ... ... 140 2.1 0.8 2.0 2.8 0.3 0 .6  0.3 3.2 

(75.0) (28.6) (71.1) (10.7) (21. d )  (10.  ( 1  24 .  -7) 
17. Rs.SlakhstoRs.10lakhs ... 52 1.0 1.0 2.9 3.9 0.3 0.8 0.4 2.9 

(25.6) (26.6) (74.1) (7 .7 )  (20 .5 )  (20.  J) (74 .4 )  
18. Rs.10lakhstoRs.50lakhs ... 90 4.8 5.8 13.6 19.4 1.5 4.9 2.4 13.6 

(24.7) (29.9) (70.1) (7 .7 )  ('76.3) ( 1 2 . 4 )  ( 7 0 . 1 )  
19. Rs.50lakhstoRs.lcrore ... 26 2.9 6.3 13.2 19.5 1.7 5.7 1.4 12.5 

( 4 . 9 )  (32.3) (67.7) (8.7) 2 )  ( 7 . 2 )  ( 6 1 . 1 )  
20. Rs. 1 crore to Rs. 5 crores . 41 8.1 32.3 54.3 86.6 8.5 22.5 6 .0  59.2 

(9 .4)  (q37.3) (C2.7) ( 9 . 6 )  (26.0) ( 6 . 3 )  ( l id.4) 
21. Rs.5crorestoRs.10crores ... 10 8.6 27.0 41.8 68.8 5.6 24.2 4.5  42.2 

(12.5) (39.2) (60.8) (9.  2) (3.2) (6.  G) ( G I .  3) 
22. Rs. 10 crores to Rs. 20 crorcs 11 8.7 67.9 89.3 157.2 12.8 54.2 5.0 87.5 

5 5 )  (43.2) (aj6. 8) ( 8 . 1 )  (31 .5 )  (3.2) {G.;. 7) 
23. Rs. 20 crorcs and above ... 15 45.4 562.7 702.6 1265.3 92.0 535.6 39.1 639. I 

(3 .6 )  4 .  ) ( .Ti .  5 )  (7 .3)  (42 .3 )  ( 3 . 1 )  (50 .5 )  
24. Totalof16to23 ... ... 385 81.9 703.8 919.7 1623.5 122.7 ti48.5 9 . 9  IKig.2 

(Ti. 0) (33.4) ($6 .6 )  
-.-- -- -.-- - (7.6) (39.8)  (3.0 (.;.t,q 

~o/c:--figures in  brackets indicate the percentage of individual itrms to total dqofits of banking comranirr 
under each group. * Exclude paidaup capital of banking companies incorporated outride Jndi:,. 

t lnclude Treasury bills. 



STATEMENT 12 

CLASSlFlCATlO N 0.F .T.HE NUMBER OF BANKING COMPANIES 
ACCORDING T O  THE RATIO OF T H E I R  INVESTMENTS I N  

' GOVERNMENT SECURITIES TO TOTAL DEPOSITS, 1957 & 1958 
. . (As  on the last Friday of the year) 

. , 

fiercentage of Scheduled Banks Non-Scheduled Banks All Banks 
in~estments in 17A-, c-~-, I-~-------, 

/Government 1957 1958 1957 1958 1957 1958 
securities I-A-, c-~-, I-~-, r-'-, I-~-, rA-, 
to total Num-Percen- Num-Percen- Num-Percen- Num-Percen- Num-Percen- Num-Percen- 
deposits ber tage to ber tage to ber tage to ber tage to ber tage to ber tage to 

total total total total total total 

Below 1 ... 1 1 - - 29 9 22 8 30 7 22 6 
From 1 to 10 ... 3 3 2 2 37 1 2  31 11 40 10 33 9 
F r o m l l t o 2 0  ... 20 22 17 18 109 34 108 37 129 3 2  125 32 
From21 t o  30 ... 30 33 32 34 73 2 3  68 23 103 25 100 26 
From 31 to40  ... 2 2  24 22 24 32 10 29 10 54 1 3  51 13  
From41to50 ... 7 8 14 15 15 5 12 4 22 5 26 Y 
From51 t o  80 ... 4 4 4 4 17 5 14 5 21 5 18 5 
8 landabove ... 4 4 2 2 6 2 8 3 10 2 10 . 3  

Total .. . 91 93 318 292 409 385 

STATEMENT 13 

CLASSIFICATION OF THE NUMBER-OF BANKING COMPANIES 
ACCORDING TO T H E  RATIO OF THEIR ADVANCES T O  

TOTAL DEPOSITS, 1957 & 1958 
, 

(As on the last Friday of the year) 

Percentage Scl~eduled Banks Non-Scheduled Banks All Banks 
of advances ,-------, c-~-------, 

.to total 1957 1958 1957 1958 1957 1958 
deposits ,--J--, 

Num-Pcrcerz- Nurn-Percen- Num-Perccn- Num-Percen- Num-Perccn- Num-Percen- 
ber tage to ber tage to bcr tage to ber tage to ber tage to ber tage to 

total total total total total total 

Total ... 91 93 318 292 409 385 - 



STATE 

VELOCITY OF CIRCULATION OF  

Average of current deposits* 
A 

r 
Classification Of business and Total 

individuals +.. 
1957 1958 v 1957 

1 . 2 3 4 5 

If . (a) States 

. . . . . .  . Andhra Pradesh . . 5.8 6.1 6.3 7.3 
Bihar . . . .  . . . . . .  7.0 7.1 8.3 8.5 . . . .  ; Bombay . . . . . .  145.6 142.8 169.7 170.9 
Kerala . . . . . . .. 5.7 4.9 7.6 8.0 
Madhya ~ iadesh  . . . . .. 4.4 4.2 5.5 5.9 . . . .  Madras . . . . .. 21.3 22.0 23.4 24.8 
Mysore . . . . . . . . . .  6.9 7.5 9.0 9.2 . . . . . . . .  Orissa .. 1.1 0 .9  1.5 1.2 
Punjab . . . . . . . .  .. 5.6 5.3 6.8 6.6 
Rajasthan . . . . . .  . . 3.3 3.1 3.8 3.8 
Uttar Pradesh . . . .  . . .. 16.3 15.7 18.6 18. 0 . . . . . .  West Bengal .. 100.5 95.6 108.9 104.9 
Jammu & Kashmir . . . .  .. 0.9 1 . 0 1.5 2.1 

Total of Stafes . . . . . . . .  324.4 316.2 370.9 371.2 

(b) Union Territories 

DeIhi . . . .  . . . . . .  49.0 35.8 58.9 46.3 

Total of States and Union Territories . . 373.4. 352.0 429.8 417.5 

I1 . Population Groups 

Ten 1 akhs and over . . . . . .  286.3 266.9 327.9 311.5 
Five lakhs to ten lakhs . . . . . .  22.7 23.0 25.8 26.7 
Two lakhs to five Iakhs . . . .  35.8 34.2 42.7 42.1 
One lakh to two lakhs . . ' . . .. 28.5 27.6 33.5 37.0 

Total of I1 . . . . . . . . . 373;3 351.7 .429.9 417.3 
. 

111 . Major Cities 

Bombay . . . . . .  . . . 122.3 120.1 143.9 142.7 
Calcutta . . . . . .  . . .. \ 99.2 94.0 107.4 103.1 
DeIhi . . . . . .  . . .. 49.0 35.8 58.9 46.3 
Madras . . . .  . . .. 15.9 17.0 17.8 19.5 . . . . . . . .  ~ h m e d a b a d  9.2 8.6 9.5 9.2 
Bangalore . . . . . . . .  5.2 5.6 6.8 6.9 
Kanpur . . . . . . . . . .  3.8 3.8 4.0 4.1 

Total of El . . . . . . . .  304.6 284.9 348.3 331 . B 
.- 

*Include credit balances in cash credits . 



MEMT 14 

DEPOSIT MONEY, *I957 AND 1958 
(Amount in crores of rupees) 

Total of debits to current deposit accounts** Rate of turnover of current deposits @ 
r A 

F 
A > 

Of business and Total Of business and Total 
individuals individuals 
-&-- 
%957 1958 1957 1958 1957 1958 1957 1958 

6. 7 8 9 10 11 l2 . 13 

Note:-Data for 1958 are provisional 
*Relatestoscheduled banks' offices operatingin towns with a population of onelakh and over. 

**Include debits to cash credits and overdrafts. 
@Debits to current accounts during the year divided by the monthly. average of current 

deposits. 



STATE 

DEBITS TO DEPOSIT ACCOUNTS 

No . of reporting Current deposits* 
AS iit tbc CIOSC of 

-.............-7 r 
I 

Banks Oflices Of business Total r 
and individuals 

January 

February . 
March . . 
April . . 
May .. 
June . . 
July .. 
August . . 
September 

October 

November 

December 

Note:-Data for 1958 are provisional 
* Include credit balances in cash credits . 



MENT 15 

WITH SCHEDULED BANKS,* 1951 - 1958 

(Amount in  crores of rupees) 

Total of Total 
Debits to Current deposit accountst approved cash credit Rate of turnover of 

during the yertrlmonth credit and/or outstanding currettt deposits$ 
I L , overdraft 

I L 
I 

Of business Total limits @ Of busirtess OveraN 
and and rate 

individuals individuals 

* Relates to offices operating in towns with a population of one lakh and over. 
t Include debits to cash credits and overdrafts. 
@From December 1957 these include loans and bills. 
$ Debits to Current accounts during the year (or month) divided by the monthly average 

of (or month-end) current deposits. Monthly rates are expressed on an annual basis. 



STATE 

ADVANCES OF SCHEDULED BANKS AGAINST 

ALL 

Last Friday of Jan . Feb . Mar . Apr . 
1958 1958 1958 1958 

.... 
Number of reporting ofTiccs 3000 3000 3000 3 4  . 

I. Food Artlcles 
. . . . . .  1 . Paddy and ricc . . 8. 76 11. 11 12. 19 13. 96 

. . . .  (a) To r I s  . . . . 5. 13 7. 20 7. SS 7. 06 . . . .  (b) To othcrs . . . . . . 3. 63 3. 82 4. 33 6. 90 

3 . Jownr . . . .  . . .. . . . .  30 
4 . najfn . . . . . .  . . . . . .  29 
5 . Mane . . . . . .  . . . . . .  88 . . . .  . 6 Gram . . . .  . . . .  1. 31 
7 . Other grains afid pulses . . . . . .  2. 75 

. . . . . .  TotnlofZto7 . . . .  7. 62 

TOTAL OF I . . . . . . .  16. 38 

II . Industrial Raiv Materials 

8 . Groundnuts . . . . . . . . . .  10. 99 
9 . Other oilseeds . . . . .. . . 9. 96 

10 . Cotton and kapas . . . . . . . .  68. 69 

(a) To cottorr textile mills . . . . . . 25. 92 
(b) To ginning factories . . . . .. 10. 68 
(c) To others . . . . . . . . . . 32. 09 

. . . . . .  . 11 Rawjute * . . .. 13. 54 . . . . . . .  12 . Hides and skins . . 5. 65 

TOTAL OF IL . . . .  . . . .  108. 83 

III . Plantation Products 

13 . Pepper and other spices . . . . . . 1. 91 
14 . Cashewnuts . . . . . . . .  .. 1/59 
15 . Tea .. . . . . . . . .  . . 26. 47 
16 . Coffee . . . . . . . . . .  . . 3. 10 

TOTALOFEI . . . . . .  . . 33. 17 

IV . Manufactures and Minerals 

17 . Sugar and gur .. . . . . . .  . . 38. 43 
(a) To sugar factories . . . . .  . . 34. 06 
(6) To others . . . . . . . . . .  4. 37 

* Revised 



MENT 16 

PRINCIPAL TYPES OF SECURITIES, 1958 
(Amount in lakhs of rupees) 

SCHEDULED BANKS. - 
May June July Aug. Sept. Oct. Nov. Dec. 
1958 - 1958 1958 1958 1958 1958 1958 1958 

3200 3200 3200 3200 3200 3200 3200 3200 

J' 6 7 8 9 10 11 12 13 



STATE 

ADVANCES O F  SCHEDULED BANKS AGAINST 

ALL 

Jan. Feb. Mar. Apr. 
Last Friday of 1958 1958 1958 1958 - -- -- 

Number of rc~ortinfi offices 3000 3000 3000 3 0 0 d  

18. Rubber and rubber products.. . . . . 1,76 3,27 3,12 2,85 
19. Vegetable oils including vanaspati . . 6,49 6,13 6,60 7,46 . . . .  20. Cotton textiles (including yam) 104,51 106,13 104,76 100,28 

(a) To nzills . . . . . . . . . . 71,50 71,72 70,47 G8,OO 
(b) To others . . . . . . . . . . 32,92 34,41 34,29 32,28 

Jute textiles * . . . . . . . . . . 
Other textiles (silk. art silk, woollen etc.) . . 
Iron, steel and en$ineerin$ products . . 
Other metals and metal products . . . . 
Coal, manganese, mica and other minerals. . 
Chemicals, dyes and pharmaceuticals . . 
Glass and glassware, pottery and ceramic 
products . . . . . . . 
Electrical goods' . . . . . . . . 
Cement . . . .  . . . . . .  

TOTAL OF IV . . . . . . 323,06 337,13 349,61 343,27 

V. Other Securities 

30. Real estate . . 16,24 
31. Gold and silver bullio6'(othe;than &ban&) 2,43 
32. Fixed deposits . . . . . . . . 12,30 
33. Government and trustee securities.. . . 43,17 
34. Shares and debentures of ioint stock com- .. 

panies . . . . . . 74,47 
(a) To stock a2share' brokeis' and dealers . . 10,21 
(b) To others . . . . .  . . . . . .  64,26 

35. Assets of industrial concerns-fixed or  float- 
ing (other than those specified under 
above categories). . . . . . . . 32,58 

36. Other secured advances not mentioned above 57,75 
37. Composite advances . . . . . .  21,90 

TOTAL OF V . . . . . . . .  260,84 

. . . .  GRAND TOTAL (I TO V) 742,28 

* Revised. 



PRINCIPAL TYPES O F  SECURITIES, 1958 
(Amount in lakhs of rupees) 

SCHEDULED BANKS. 
- - - 1 

E;; June July Aug. Sept. Oct. Nov. Dec. 
1958 1958 1958 1958 1958 1958 1958 

7, 
3200 3200 3200 3200 3200 3200 3200 3200 



'ATE 

ANALYSIS OF ADVANCES OF 

October 25,1957 April 25, 1958 
1 7  

Number of reporting banks 89 87 

Amount Percentage Percentage Amount 
to group to total 

total advances 

I. Industry : 

I .  Cotton textiles (ginning, pressing, spinn- 
ing, weaving etc.) . . . . ., .. 

2. Jute textiles . . . .  
3. Rayon, Nylon and'silk teytiles . . . .  
4. Other textiles . . . . . . . .  
5. Iron and Steel . . . . . . . .  
6. Coal, other mining and quarrying . . 
7. Engineering . . . . . . 

(i) Heavy engineering & stGcturals . . 
(ii) Light engineering . . . . 

(a) Automobiles and'iarts . . . . 
(6) Wire and wire products.. . . 
(c) Bicycles and parts . . . . 
(d) Others . . . .  . . . . 

8. Sugar and gur . . .  
9. Vegetable oil crushing and '>efini& 

(including vanaspati, soap etc.) . . 
10. Chemicals, Dyes. Paints and ~harm;  

ceuticals . . . . . .  . . . . 
11. Concerns producing electrical goods and 

accessories . . . . . . .  . . . . 
12. Cement .. . . . . . .  . . 
13. Public utilities (e.g. transport and corn- 

munications, gas, electricity, et~.). . . . 
14. Paper and paper products . . . . 
15. Rubber and rubber products . . . . . . . .  16. Leather and leather goods 
17. Fuel oil . . . . . . . . . .  
18. Others . . . . . . . . . .  

Total of I . . . . . . . .  

. Commerce : 

19. ~holes 'a le  trade . . . . . . . .  
(i) Agricultural commodities . . . . 

a) Foodgrains .. .. 
( (1) Paddy and ri& . . . . 

!) Wheat 
i) Other foodg&s, ~& a;; 

pulses .. . . . . 



MENT 17 

BANKS ACCORDING TO PURPOSE, 1957 AND 1958 
(Amount in crores of rupees) 

NONSCHEDULED BANKS BANKS 

October 31, 1958 

86 
I,----- 
%''%mount ; Percentage Percentage 

. to group to  total 
total advances 

I 

October 25,1957 October 31, 1958 . --- 
289 25 8 -- 

Amount Percentage Percentage Amount Percentage Percentage 
to group to total t o  group to total 

total advances total advances 



STATE 

ANALYSIS OF ADVANCES OF 

October 25, 1957 April 25, 1958 
" ' f  

Number of reporting banks 89 87 j 
I / 

Amount Percentage Percentage Amount Percentage ercentaq 
to  group to  total to  group \total 

total advances total adv2,uces 

- - - - - -  - - - - - - 

11. Commerce: (conrd.) 

(b )  Raw cotton . . . . . .  
(c) Raw jute . . . . . .  
( d )  Oilseeds . . . . . . . .  
(e)  Tea . . . . . . . .  
(f) Sugar and gur . . . .  
( g )  Other agricultural commodities. , (ii) Non-agricultural commodities . . 
(a) Wholesalers in textiles (cotton, 

jute, wool, silk, etc.) . . . .  
(6 )  Hardware, machinery, engineer- 

ing products and metal products. 
(c) Chemicals, dyes, paints and 

pharmaceuticals . . . . . . 
( d )  All others . . . . . .  

20. Retall trade . . . . . . . . 
21. Dealers in government securities, stocks, 

shares, etc. . . . . . . . .  
22.' Dealers in bullion - . . . . . .  
23. Shroffs . . . . . . . .  
24. Joint stock b k k s  . . . . . . . .  . . . . . .  25. Co-operative banks . . . .  26. Other financial institutions 
27. Others . . . . . . . . . .  

Total of II . . . . . .  375.9 100,O 42.7 412.9 100.0 42.4 

III. Agriculture 

28. Food crops (wheat, rice. other cereals. 
pulses e t c j  . ..: . . . . . . . .  0.7 2.9 0.1 1.1 - ,  5.7 

29. ' Other agricultural produce (jute, cotton, 
0.1 

tobacco, oilseeds, tea, coffee, etc.) . . 22.6 93.4 2 .8  16.4 88.7 1 . 7  
30. Others . . . . . . . . .. 0.9 3.7 0.1 1.0 5.6 0.1 

Total of M . . . . . . 24.2 lO0.Q 2.7 18.5 100.0 1 .9  

IV. 31. Personal . . . . . . . . .  55.6 6.3 56.7 5.8 
V. 32. Professional . . . . . . . . 5.8 0.7 7 . 3  0.7 
M. 33. All others . . .. . . . . .. 35.4 4.0 37.3 3.8 

T O T A L o f I t o V I  .. . .  880.6 100.0 974.6 100.0 
------- - - 



BANKS ACCORDING TO PURPOSE, 1957 AND 1958 
(Amount in crores of rupees) 

NON-SCHEDULED BANKS 

October 25, 1957 October 31, 1958 

289 258 

I ~ ; m o ~ n t  . Percentage Percentage 
to group t o  total 

total advances 

Amount Percentage Percentage Amount Percentage Percentage 
to group t o  total to group to total 

total advances total advances 

4 . 3  1.4  0 .5  0.04 0 . 3  0 . 1  
7 . 4  2.4 0 .9  0.15 1 .1  0.4 

13.1 4.2  1 .6  0.14 1.0  0.4 
. . 0.17 1.2. 0.5 ii. 1 4.6 i: 7 1.35 9.9 4.0 

150.5 48.1 18.1 3.05 22.4 9.1 

58.9 18.8 7 .  1 0.69 5 . 1  2.1 

39.9 12.8 4.8 0.61 4 .5  1.8 

6 .4  2 .1  0 . 8  0.11 0 . 8  0 . 3  
45.2 14.5 5 . 4  1.65 . 12.1 4.9 
12.6 4.0 , 1 . 5  -3.67 26.9 21.0 - 
20.3 6 . 5  2 .4  0.72 5 . 3  2.2 
2 . 7  0.9 0 . 3  0.17 1 .2  0 .5  

17.5 5.6 2 . 1  , 0.38 2 .8  1.1 
5 .5  1 . 8  0 .7  0.02 0 . 1  0.1 
2.1 0.7 0 . 2  - - - 

10.8 3.5 1 . 3  0.29 2.1 0.8 
28.7 , 9 . 2  % .  3 . 4  2.32 17.0 6.9 



STATE 

ANALYSIS O F  INVEST- 

__ _-.- -. 

SCHEDULED 
C 

A \ 

Number of reporting banks 86 
C 

L 7 

December 31, 1957 , 
L r -> 

Percentage Percent 
Amount to group to tot$ 

total investments 
1 2 3 

-.-. _. ." --..------ - - 
I. Invcstmcnts by omccs in India : 

A. Indian Covcrnmcnt securities* : 

. . . . . . . . . . . . . . .  1. Central Govcrnmcnt 380,56 85.1 73.7 . . . . . . . . . . . . . . .  2. State Governn~ents 66,57 14.9 12.9 . . . . . . . . . . . .  3. Others, mainly postal t 18 - - 
. . . . . . . . . . . . . . . . . .  Total of A 44741 100.0 86.7 

B. Other Investments : 

. . . . . . . . . . . .  1. Other trustee securities 21,20 50.4 4 .1  . . . . . . . . . . . . . . . . . .  2. Fixed deposits 2,89 6.9 0 . 6 .  . . . . . . . . .  3. Sharcs of joint stock companies 7,15 i 17.0 1-48 
4. Debentures of joint stock companies . . . . . .  4 , 0 4 . '  9.6 0 . 8 !  
5. Real estate . . . . . . . . . . . . . . . . . .  6,48 15.4 1 . 3  
6. Bullion . . . . . . . . . . . . . . . . . .  2 - - 
7. Others . . . . . . . . . . . . . . . . . .  27 0.G 0 .1  

Total of B . . . . . . . . . . . . . . . . . .  42,06 100.0 8 .2  

C. Invcstmcnts in : 

1. Pakistan securities . . . . . . . .  . . . . . .  73 19 .4  0 . 1  . . . . . . . . . . . .  2. United Kingdom securities 2,64 70 .0  0 .5  . . . . . . . . . . . .  3. Securities of other countries 40 10.6 0 . 1  

Total of C . . . . . . . . . . . . . . . . . .  3,77 100.0 0.7 

Total of I 1.. . . . . . . . . . . . . . . .  493,14 95.5 

11. Investments by Foreign offices of Indian Banks : 

1. Indian securities . . . . . . . . . . . . . . .  1,17 5.1 0 . 2  
2. Pakistan ,, . . . . . . . . . . . . . . .  8,36 36.3 1 . 6  
3. Burmese ,, . . . . . . . . . . . . . . .  7,21 31.3 1.4  
4. Ceylon ,, . . . . . . . . . . . . . . .  3,24 14.1 0 .6  . . . . . . . . . . . .  5. U.K. 9 ,  1.. 2,22 9.6 0 . 4  . . . . . . . . . . . . . . .  6. Other ,, 84 . 3.6 0 . 2  

Total of U: . . . . . . . . . . . . . . . . . .  23,04 100.0 4.5 
Total of I and n . . . . . . . . . . . . . . .  516,lS 100.0 

* Face Value. 
t Include Treasury Savings Deposit Certiffcates and Postal obligations, 



MENT 18 

MENTS OF BANKS, 1957 A N D  1958 
(Amount in Iakhs of rupees) 

BANKS NON-SCHEDULED BANKS 
A 

, I  -. 
87 274 250 
A A A 

1 1  > I \ 

December 31, 1958 December 3 1 ,  1957 December 31, 1958 
A 

'L, A 
I 3 I I 

' Percentage Percentage Percentage Percentage Percerrtage Percentage 
!?mount to group t o  torol Amount t o  group to total Amount  lo group to total  

total ittvesttt~ents total invesfments total investrnertts 
4 5 6 7 8 9 10 I I 12 



STATEMENT 19 

INVESTMENTS OF I N D I A N  OFFICES OF BANKS IN 
GOVERNMENT SECURITIES, 1957 A N D  1958 

(Amount in lakhs of rupees) 
- . - - .* -. -- A-.- 

Scheduled Drinks Non-Scheduled Banks 

f 
A > r L 

Numhcr of reporting b;inks 84 87 274 250 -+ 

-r--'-7+7- 
Dee. 31, 1957 Dcc. 31, 1958 Dec. 31, 1957 Dcc. 31, 1958 

Pcrcc~z- Percetz- Percen- Percen- 
Amount t a p  to Amount tage to Amount tage to Amount tage to 

total total total fo ld  

I. Treasury bills ... ... ... - - 55,71 8 .4  - - 7 0.G 

11. Sccuritics* maturing : 

(1) Within five years ... ... 236,37 52.8 270,86 40.8  4,82 30.8  4,06 35.6 

(2) Bctween five and ten years 140,64 31 .4  257,29 38.8  4,95 37.8 4,71 41.3  

(3) Between ten &fifteen years 51,06 11 .4  56,02 8 . 4  1,74 13.3  93 8 . 2  

(4) After fifteen years ... 19,24 4 . 3  23,67 3 . 6  1,58 12.1 1,63 14.3  

Total of I and I1 ... 447,31 100.0  663,55 100.0  13,09 100.0 11,40 100.0 

* Face Value. 
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STATEMENT 20 
OFFICES OF SCHEDULED AND NON-SCHEDULED BANKS, 1938-58 

SCHEDULED BANKS 
End of I b All Non- 

State Foreign Indian . Scheduled banks 
Bank of banks scheduled Total banks 

India banks 
1 2 3 4 5 6 7 

INDIA AND BURMA 
1938 ... ... 358 93 677 1,128 343 1,471 

UNDIVIDED INDIA 
'1942 ... ' ... 392 82 974 1,448 1,260 2,708 

INDIAN UNION 
1946 ... ... 358 58 2,441 2,857 2,029 4,886 

Note : 1. Figures for the years 1938 t o  1950 have been taken from the Statistical Tables 
relating t o  Banks in India: Offices o f  non-scheduled banks having paid-up capital 
and reserves of less than Rs. 50,000 have been excluded upto 1945. Figures for the 
years 1951 t o  1958 are based on the returns in Form I X  submitted under the Banking 
Companies Act and exclude administrative, seasonal, temporary and non-banking 
offices in the case of scheduled banks. 

2. Offices of banks operating in Jammu and Kashmir have been included from 1956 
as the Banking Companies Act was extended to that State from November 1, 1956. 
Figures have been revised. 



STATE 

DISTRIBUTION BY STATE OF OFFICES, DEPOSITS AND 

OFFICES 

1957 1958 
Number of L A \ 

banks '~um- Percen- Popula- Num- Percen- Popula- 
1 

Statelunion Population* operating in ber tage of tion per ber tage of tion per 
Territory the State 5 to office 8 to office 

C--h-7 total total 
1957 1958 offices offices 

1 2 3 4 5 6 7 8 9 10 

States : 

Andhra Pradesh 

, Assam ... 
Bihar .. . 
Bombay ... 
Kerala ... 
Madhya Pradesh 

Madras ... 
Mysore ... 
Orissa ... 
Punjab ... 
Rajasthan ... 
Uttar Pradesh ... 6,32,00,000 23 24 388 12  1,62,887 397 11 1,59,194 

West Bengal ... 2,62,00,000 37 35 197 6 ' 1,32,995 216 6 1,21,224 

Jammu and Kashrnir 44,00,000 4 5 10 - 4,40,& 11 - 4,OO.OOO 
a .  Union Territories : 

Delhi ... ... 17,00,000 36 34 108 3 15,741 138 12,319 

Himachal Pradesh ... 10,00,000 4 5 9 - 1,11,111 1 0  - l ,~ ,w 
.. 

Manipur ... ... 5,78,000 - 1 - - - 1 - 5,78,000 

Pondiche ny... ... 83,000 3 4 5 - 16,600 6 ' -  13,833 

Andaman and Nicobar 
Islands ... 31,000 1 1 1 - 31,000 1 - 31,000 

Total 36,09,92,000 

Note :- 1 Figures are as on the last Friday of the year and relate to 88 banks in 1957 and 89 
banks in 1958. 

2. Population figures are based on the 1951 census and have been adjusted for changes 
in State's boundaries ; that of Jammu and Kashmir is according to the Statutory 
estimates of the Registrar General. 
Rounded off to  the nearest lakh or thousand as the case may be. 



MENT:ZI 

ADVANCES IN INDIA OF SCHEDULED BANKS-1957 AND 1958 

DEPOSITS ADVANCES 

1957 1958 1957 1958 
-----___) 

,Amount Percen- Per Amount Percen- Per Amount Percen- Per Amount Percen- Pef 
(In tage of capita (In tage of capita (In tage of capita (In tage of caplta 
lakhs l l  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 

11 12 13 14 15 16 17 18 19 20 21 22 



- .  STATE 

REGIONAL D l S j - ~ l ~ u ~ l o ~  O F  OFFICES IN INDIA 

Number of Offices opened during Number of Offices closed during 
1958 1958 

Statelunion Territory 
Foreign Indian Nan- Total ' ~ o r e i ~ n  Indian Non- Total 
banks sche- sche- banks sche- sche- 

duled duled duled duled 
banks banks banks banks 

1 2 3 4 5 6 7 8 9 

States : 

Andhra Pradesh . . . . . .  - 21 - 21 - 3 7 10 

Assam . . . . . . . . .  
Bihar . . . . . . . . .  

. . . . . . . . .  Bombay 

6 . . . . . . . . .  
. . . . . .  Madhya-Pradesh 

. . . . . . . . .  Madras 

. . . . . . . . .  Mysore 

Orissa . . . . . . . . .  
Punjab . . . . . . . . .  - 12 1 13 - - 7 7 

Rajasthan . . . . . .  - 12 - 12 - - 3 3 

Uttar Pradesh . . . . . .  - 1 2  - 12 - 2 2 4 

West Bengal . . . . . .  - 18 - 18 1 - 3 4 

... Jammu and Kashmir - 2 - 2 - - - 
-. 

Union Territories : 

Delhi . . . . . . . . .  1 29 .- 30 1 - - 1 
Himachal Pradesh ... - - .- - - - - - 
Manipur . . . . . .  - 1 - 1 - - - - 

. . 
. . . . . .  ~ondicheny - 1 L 1 - - - - 

Andaman and Nicobar 
Islands ...... - - -- - - - - - 

Total . . . . . . . . .  2 281 45 328 3 12 72 87 

Number of reporfing banks 

Note : The figures are based on the returns in form IX submitted by banking companies under 
the Banking Companies Act and relate tojhcir oKces in the whole of India and exclude administ. 
rxtivo, seasonal, temporary and non-banking offita in the case of schedultd banks, 



MEMT 22 

O F  BANKING COMPANIES, 1958 

-. - 
Net increase ($) or decrease (-) during Number of Offices as on December 31, 

1958 1958 
I 

I 
A 

\ I 7 
Foreign Indian Non- Total Foreign Indian Non- Total 
banks scheduled scheduled banks scheduled scheduled 

banks* banks banks banks 

* Figures given under this column include 86 offices of non-scheduled banks indudcd in the 
Sccond Schedule to the Reserve Bank of India Act and are distributed over the various States. 



STATE 

DISTRIBUTION OF BANKING OFFICES BY POPULATION 

-------- . " ------- ----- 
Unclassified Less than 5,000 5,000 to 10,000 

StntcIUnion Territory 
No. of No. of No. of No. of No. of No. of 
Places Ofices Places Offices Places Offices 

I 2 3 4 5 6 7 
....--------" - . 

Stntcs : 

. . . . . .  Andhm Pradcsh 13 13 I 1 15 19 

Ass:~m . .  . .  ... 2 2 I 1 I 2 

Bihar . . . . . . . . .  11 11 6 6 5 9 

Bombay . . . . . . . . .  43 43 15 16 47 56 

Kcraln . . . . . . . . .  53 SS 30 52 43 87 

MndhyaPradcsh . . . . .  12 13 9 9 10 "I 1 

Madras ... ,.. ... 42 44 9 12 28 ' 44 

. . . . . . . . .  R Jasthan 5 5 

Uttar Pradesh . . . . . . . . .  I2 . 12 

Jammu and Kashmir ... 4 4 

Union Territories : 

Himachal Pradesh . . . . . .  1 1 2 " 3 2 4 

Andaman and Nicobar Islands 1 1 - - - - 

Total ... 244 257 138 180 - 246 365 

Note :- 1. 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 form 1X 
submitted by banking companies under the Banking C~mpanies~Act and relates 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 23 

IN T H E  SEVERAL STATES AS AT THE END OF 1958 

10,000 to 25,000 25,000 to 50,000 50.000 to 100,000 100,000 and over Total - 
No. of No. of No. of No. of No. of No. of No. of No. of No. of No. of 
Places Offices Places Ofices Places Offices Places Offices Place9 Ofices 



STATE 

DlSTRlBUTtON BY POPULATION OF PLACES WHERE BANKING 

-- 
Number of Offices opened during Number of Offices closed during 

1958 1958 
Classification according to , A 7 1 

h > 

population Foreign Indian Non- Total Foreign Indian Non- Total 
banks sche- sche- banks sche- sche- 

duled duled duled duled 
banks banks banks banks 

. . . . . .  44 22 66 - Unclassified - 1 1 2 
(24) 

100,000 and over ... 1 111 8 120 3 2 14 19 
(7) 

Totd .. 

Number of reporting banks 

Note :- (i) With the availability of more details the group-wise classiikation has been revised. 

(2) Figures in brackets relate to the State Bank of India. 



MENT 24 

COMPANIES HAVE OPENED OR CLOSED DURING THE YEAR,.1958 

Net increase (+) or decrease (-) during 1958 Number of Offices as on December 31, 1958 

Foreign Indian Non- Total Foreign Indian Non- Total 
banks sche- sche- banks sche- sche- 

duled duled duled duled 
banks* banks banks banks 

* Figures given under this column include 86 offices of non-scheduled banks included in the 
Second Schedule to the Reserve Bank of India Act and are distributed over the various 
groups of population. . 



STATEMENT 25 

REGIONAL DISTRIBUTION O F  T H E  NUMBER OF PLACES IN 
I N D I A  AT W H I C H  BANKING COMPANIES WERE GRANTED OR 

REFUSED PERMISSION TO OPEN NEW OFFICES DURING 1958 
(EXCLUDING TEMPORARY/SEASONAL OFFICES). 

No. of places in respect No. of places in respect 
Statelunion Territory of which permission of which permission 

was granted was refused 
1 2 3 

- 

Andhra Pradesh . . . . . . . .  
Assam . . . . . . . . . .  
Bihar . . . . . . . . . .  
Bombay . . . . . . . . . .  
Kerala . . . . . . . . . .  
Madhya Pradesh . . . . . . . .  
Madras . . . . . . . . . .  
Mysore . . . . . . . . . .  
Orissa . . . .  . . . . . .  
Punjab . . . . . . . . . .  
Rajasthan . . . . . . . . . .  
Uttar Pradesh . . . . . . . . . .  
West Bengal . . . . . . . . . .  
Delhi . . . . . . . . . . 
Jammu and Kashmir . . . . . .  

Pondicherry . . . . . . . . . .  1 - 

Total . . . . . . 341 (114) 54 (14) 

-- ----- 
Note :- Figures in brackets indicate the number of places which were not served by any 

bank at  all. 





STATEMENT 26 

OFFICES OF INDIAN BANKS OUTSIDE INDIA, 1956-58 

1956 1957 1958 
7 - 7  7 - 7  7 - 7  

No. of No. of No. of No. of No. of No. of 
banking offices banking ofices banking ofices 

I companies compan~es companies 
Country operating operating operating 

Aden . . . . 
British East Africa 

Burma . . . .  
Ceylon . . . . 
Hongkong . . 
Japan . . . .  
Malaya . . . . 
Pakist an . . 
Singapore* . . 
Thailand . . 
United Kingdom 

Total . . 106 104 103 
- 

*Prior to  1958 offices in Singapo're were included against Malaya. 
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STATEMENT 28 
PART 'A' 

PARTICULARS RELATING TO BANKS W H I C H  AS A RESULT O F  
THEIR  RE-INSPECTION HAVE BEEN FOUND TO HAVE RECTIFIED 
THE DEFECTS POINTED O U T  AFTER THEIR EARLIER INSPECTIONS 

(Amount in lakhs of rupees) -- 
Amount outstanding 

Number as on the date of Increase (f ) 
Nature of defect of inspection when or  

banks ,--a7 decrease (-) 
the defects the defects (per cent) 

, . were first were found 
observed to have 

been 
rectified 

1. lnadequate and poor reserves . . . . 46 40.68 60.29 +48.2  

2. Insufficient reserves against bad and 
doubtful debts . . .. .. 18 2.95 2.59 -12 .2  

3. Frequent borrowings . . .. .. 29 2,58.45 79.47 -69.3 

4. (a) Large investments in shares and 
debentures of joint stock companies. 3 19.16 15.28 -20.3 

(6) Investments in unquoted shares 
anddebentures .. .. .. 14 8.86 4.79 -45.9 

5. Investments in shares and debentures 
of companies in which banks' direc- 
tors are interested . . . . . . 3 5.47 1.99 -63.6 

6. Inadequate investments in Government 
securities . . .. .. .. 15 .3.81 11.65 +205.8 

7. Meagre liquid assets . . . . . . 33 69.17 1,43.37 +107.3 

8. Total of advances (of banks whose . 
advances were highinrelation to their 
total resources) . . .. .. 81 15,51.41 15,70.44 4-1.2 

9. Unsecured advances (high proportion 
in relation to total advances) . ; 59 2,73.14 2,25.23 -1T.5 

10. Granting large advances against im- 
movable properties . . . . . . 41 2,92.82 2,13.14 -2Y.2 

11. Large proportion of decreed and 
doubtful debts. . .. .. . . 14 12.30 6.40 -47.3 

12. Large number of irregular and dormant 
advances including advances having 
undesirable features. ... . .. . . 26 26.80 5.17 -80.7 

13. Concentration of advances in the hands 
of a few borrowers . . . . .. 48 1,88.60 90.08 -52.2 

14. Large advances to directors, their 
relations and associates and concerns 
in which any of them is interested . . 26 60.51 17.69 mY0.8 



STATEMENT 28 

PART '8' 

PROGRESS MADE BY B A N K S  IN T H E  RECTIF ICATION OF 
DEFECTS POINTED OUT TO THEM 

(Amount in lakhs of rupees) 
-- - - -- - - - .- - - -. - - - 

Amount outstanding as on 
Number (---, Increase 

Nature of defect of thedateofDec.31,1958 (+)or 
banks inspection (on the decrease 

when the basis of the (-1 
defects progress (per cent). 

were first reports) 
observed 

I. Inadequatc and poor reserves. . . .  134 70.04 95.62 +311.G 

2. Insufficient reserves against bad and 
doubtful debts . . . . . . . . 25 5.61 2-10 -62.6 

3. Frequent borrowings . . . . . . 27 .2,14.84 1,46.63 -31 .7  

4. (a) Large investments in shares ant1 
debentures of joint stock companies 7 49.85 37.38 -25.1 

(h) Investments in unquoted shares 
and debentures . . . . .. 37 1,65.29 83.95 - 49.2 

5. Investments in shares and debentures 
of companies jn which banks' 
directors are interested . . . . 15 71.19 36.55 - 4 8 . 1  

6. Inadequate investments in Government 
securities . . ,. . . . . 30 9.44 36.33 +284.9 

7. Meagre liquid assets . . . . . . 15 47.73 70.03 f 4 6 . 8  

8. Total of advances (of banks whose 
advances were high in relation t o  
their total resources) . . . . . . 158 44.9 1.53 49,35.66 +9.9  

9. Unsecured advances (high proportiolr 
in relatlon to total advances) . . 123 8,32.20 I0,48.13 t 2 5 . 9  

10. Granting large advances against im- 
movable properties . ; . . . . 100 4,83,77 3,82.48 -10.9 

11; Large proportion of decreed and 
, doubtful debts. . . . . . . . 200 4,82.43 6,70.85 $-3D.I 

12. Large number of irregular and dormant 
advances including advances having 
undesirable features . . .. 230 36J7.63 29,88.13 -18.3 

13. Concentration of advances in the hands 
of rr few borrowers . . . . .. 58 27,s 1 .39 26,18.49 -1.8 

1.4. Large advances to directors, their 
relations and associates and concerns 
in which any of them is interested . . 35 10,03.45 11,76.59 Sl7.3 



APPENDIX IV 

NOTIFICATIONS 

GOVERNMENT OF INDIA 

MINISTRY OF FINANCE 

DEPARTMENT OF ECONOMIC AFFAIRS 

1. No. I?. 4 (22)-F.I./58 dated February 28, 1958 

In exercise of the powers conferred by section 53 of the Banking Conlpanies 
Act, 1949 (10 of 1949), the Central Government, on the recommendation of tile 
Reservc Bank of India, hereby declares that in the case of any banking coinpany 
incorporated in the State of Travancore-Cochin as it existed on the 31st October 
1956, which is confining its activities to the territories comprised in that State, the * 

provisions of sub-section (1) of section 24 of the said Act shall not  apply for the 
period from the 1st April 1958 to the 31st March 1959, in so far 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 seventeen and n half per cent of the total of its time and demand liabilities 
in India. 

2. No. F.4(28)-F.I./58 dated March 18, 1958 

' In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (10 of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hereby declares that the provisions of clause (i) of sub- 
section (1) of section 12 of the said Act shall not apply, 

. (i) up to and including the 30th September 1958 in respect of the South Indian 

. . National Bank Ltd., Mavelikara, and 

(ii) up to and including the 31st March 1959 in respect of the Martandam 
Commercial Bank Ltd., Trivandrum. 

. . . . 
3. No. F. 4(170)-F.I.157 dated March 21, 1958 

' In exercise of the powers conferred' by section 53 of the Banking Companies 
Act, 1949 (10 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 up to and 
including the 31st March 1959 :- 

I. Adoor Bank Ltd., Adoor. 

2. Bank of New India Ltd., Trivandrum. 

3. Bareilly Bank (Private) Ltd., Bareilly. 

4. Cochin Nayar Bank Ltd., Trichur. 

. 5. Cochin Union Bank Ltd., Trichur. 

6.  Colony Bank Ltd., Ludhiana. 



7. G. Raghunathmull Bank Ltd ., Hyderabad (Deccan). 

8. Indian Traders' Bank Ltd., Alwaye. 

9. Kerala Commercial Bank Ltd., Trivandrum. 

10. Kerala Service Bank Ltd., Trivandrum. 

11. Kishanganj Bank Ltd., Kishanganj. 

12. Martandam Commercial Bank Ltd., Trivandrum. 

13. Moolankuzhi Union Bank Ltd., Thoppumpady. 

14. National Trust Bank Ltd., Calcutta. 

15. . Oriental Union Bank Ltd., Kaduthuruthy. 

16. Prabartak Bank Ltd., Calcutta. 

17. Rayalaseema Bank Ltd., Bellary. 

18. Society Bank Ltd., Tiruvalla. - 

19. South Indian National Bank Ltd., Mavelikara. 

20. Suburban Bank (Private) Ltd., Trichur. 

21. United India Bank Ltd., Chengannur. 

4. No. 4(170)-F.I./57 dated March 22, 1958 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (10 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 for a period 
up to and including the 30th September 1958 :- 

I .  Bank of Konkan Ltd., Malvan. 

2. New Citizen Bank of India Ltd., Bombay. 

5. No. 4(37)-B.C.158 dated May 13, 1958 

I n  exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (10 of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hereby declares 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 1958 in so far as such provisions- 

(a). require the inclusion of borrowings by the banking company from the 
State Bank of India and the State Bank of Hyderabad 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 arrange- 
ments in regard to them Ilavc been availed of. 



6. No. 4(56)-B.C./58 dated May 16, 1958 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (10 of 1949), 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 10 of the said Act shall not apply to the Sangli 
Bank Ltd. till the 21st May 1959, in so far as the said provisions prohibit its Manager 
from being a director of the Spices and Oilseeds Exchange Ltd., Sangli. 

7. No. F. 4(75)-B.C./58 dated June 11, 1958 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (10 of 1949) and rille 16 of the Banking Companies Rules, 1949, the 
Central Government, on the recommendation of the Reserve &nk 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 in so far as they relate 
to the publication of their balance sheets and profit and loss accounts for the year 
ended the 31st December 1957, together with the auditors' reports in a newspaper:- 

1. Ajodhia Bank Ltd., Faizabad. 

2. Oudh Commercial Bank Ltd., Faizabad. 

3. National Banking Corporation Ltd., Kachhwa. 

4. Derajat Bank Ltd., Amritsar. - 

5. CJlittattukara Catholic Bank Ltd., Chittattukara. 

6. Engandiyoor Banking & Vyapara Co. (Private) Ltd., Engandiyoor. 

7. Malabar City Bank (Private) Ltd., Vaikom. 

8. Oriental Bankers Ltd., Munnar. . 
9. South Travancore Bank Ltd., Neyyoor. 

10. Union Bank Ltd., Alleppey. 

11. Vasudeva Vilasam Bank (Private) Ltd., Perintalmanna. 

12. Kannivadi Bank Private Ltd., Dindigul. 

13. United Mercantile Bank (Assam) Ltd., Golaghat. 

14. Tripura State Bank Ltd., Agartala. 

8. No. 4(143)-F.I.155 dated June 16, 1958 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (IOof 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 provisions of section 31 of the said Act and rule 15 of the said Rules shall not 
apply up  to the 30th September, 1958, to the Indo-Commercial Bank Ltd., Mayurani, 
in so far as the said provisions relate to  (i) the publication of its balance sheet and 
profit and loss account for the period ended the 31st December 1957, together 
with the auditor's report in a newspaper, and (ii) the submission of three copies 
of its balance sheet and profit and loss account for the period ended the 31st  
December 1957 and of the auditor's report thereon tn the Reserve Bank of India. 



9. No. F. 8/51/58-S.B. dated June 17, 1958 

In exercise of the powers conferred by section 53 of the Banking Cornpallies 
Act, 1949 (10 of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hereby declares that the provisions of sub-clause (ii) of 
clause (c) of sub-section (1) of section 10 of the said Act shall not apply t o  the State 
Bank of India before the 1st July 1959. 

10. No. 4(96)-B.C.158 dated July 18, 1958 

In exercise of the powers conferred by section\ 53 of the Banking Companies 
Act, 1949 (10 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 
the 31st July, 1959 in so f a r  as they relate to its holdings in the Palar Mills Ltd. 

11. No. 4(96)-F.1.157 dated August 19, 1958 

111- pursuynce of sub-section (4) of section 29 o f t h e  Banking Companies Act, 
1949 (10 of 1949), the Central Governme' nt hereby gives notice of its intention t o  
make with effect from the 1st day of December 1958, the following amendments 
to  Form A (Form of Balance Sheet) and Form B (Form of Profit and Loss Account) 
set out in the Third Schedule t o  the said Act, namely :- 

1. In Form A, Form of Balance Sheet- 

(a) for the words (in abbreviation) " Rs. A. P.", wherever they occur, the 
words (in abbreviation) " Rs. nP. " shall be substituted ; and 

( b )  after the Notes set out therein, the following shall be inserted :- 

" General instructions : The corresponding figures for ;he year immediately 
' 

preceding the year to which the balance sheet relates should be shown in 
separate columns." 

2. I n  Form B, Form of Profit and Loss Account- 

(a) for the words (in abbreviation) " Rs. A. P,", wherever they occur, the 
words (in abbreviation) " Rs. nP. " shall be substituted ; and 

(b)  after the footnote the followii~g shall be inserted :- 

" General instructions : The corresponding figures for the year immediately 
preceding the year to which the profit and loss account relates should be 
shown in  separate columns." 

12. No. 4(101)-B.C./58 dated August 25, 1958 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (10 of 1949), 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 (1) of section 10 of the said Act shall not apply to- 

(i) tile Statc Bank of lndia, and 



Oi) banking companies, or any other banking institutions notified under 
section 51 of the said Act, 

in so far as the said provisions prohibit any person by whom the State Bank of 
India or any such banking company or institution is being managed from being a 
member of the Council of the Indian Institute of Bankers. 

13. No. 4(116)-B.C.158 dated September 11, 1958 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (10 of 1949), the Central Government, on the recommendation of the 
Reserve Bank of India, hcreby declares that the provisions of section I1 of the said 
Act shall not apply to the New Citizcr~ Bank of India Ltd., Bombay, for a period 
up to and incl~rding the 31st March, 1959. 

14. No. F. 4(119)-B.C.158 dated September 11, 1958 

In exercise of the powers conferred by Section 53 of the Banking Companies 
Act, 1949 (10 of 1949) and on the recommendation of the Reserve Fhnk of India. 
the Central Government hereby declares that- 

( I )  the provisions of section lO(l)(b)(i) of the said Act (in so far as they relate 
to the employment of any person who is or at any time has been adjudicated 
insolvent or has suspended payment or has compounded with his creditors) 
and section lO(l)(c)(i) of the said Act (in so far as they prohibit its Managing 
Director fro~n being a director of the Jupiter Investment Trust Ltd.) shall 
not apply to the New Bank of India Ltd. up to the 15th September, 1961 ; 

(2) the provisions of section lO(l)(c)(i) of the said Act shall not apply to the 
Commercial Bank of India Ltd. till the 15th September, 1961. 

15. No. 4(143)-F.I./55 dated September 13, 1958 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (10 of 1949) and rule 16 of the Banking Companies Rules, 1949 and in 
supersession of the notification of the Government of India in the Ministry of Finance, 
No. 4(143)-F.I.155 dated the 16th June 1958, the Central Government, on the recom- 
mendation 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 
15th November, 1958, to the Indo-Commercial Bank Ltd., Mayuram, in so far as 
the said provisions relate to (i) the publication of its balance sheet and profit and 
loss account for the period ended the 31st December, 1957 together with the 
auditor's report in a newspaper and (ii) the submission of three copies of its balance 
sheet and profit and loss account for the period ended the 31st December, 1957 
and of the auditor's report thereon to the Reserve Bank of India, 

16. No. F. 4(131)-B.C.158 dated November 17, 1958 , 
In exercise of the powers conferred by section 53 of the h an kin^ Companies 

Act, 1949 (10 of 1949), and in  supersession of the notification of the Government of 
India in the Ministry of Finance No. F. 4(46)-F.I.149, dated the 3rd August 1949, 
the Central Government, on the recommendation of the Reserve Bank of India, 
hereby declares that during the period up to and inclusive of 31st December, 1959, 
the provisions of sub-section (1) of section 45 of the said Act shall not apply to the 
following banking companies, naqely :- 



(1) Thc Chawla Bank Ltd. 
(2) The Colony Bank Ltd. 
(3) The Commercial Bank of India Ltd. 
(4) The Punjab & Kashmir Bank Ltd. 
(5) The Traders' Bank Ltd. 

17. No. 4(96)-F.1.157 dated November 24, 1958 

111 exercise of the powers conferred by sub-section (4) of section 29 of the 
Bailking Companies Act, 1949 (10 of 1949), the Central Government hereby makes, 
with effect from the 1st day of December, 1958, the following amendments to Form A 
(Form of Balance Sheet) and Form B (Form of Profit and Loss Account) set out 
in the Third Schedule to the said Act, a notification giving not less than three months' 
notice of the intention of the Central Government to make the said amendments 
having been already published in the Official Gazette as required by the said sub- 
section, namely :- 

Alncndmertts- 
1. In Form A, Form of Balance Sheet- 

(a) for the words (in abbreviation) " Rs. A. P. ", wherever they occur, the 
words (in abbreviation) " Rs. nP." shall be substituted ; and 

(b) after the Notes set out therein, the follo~ving shall be inserted, namely :- 
6 6 General instructions : The corresponding figures (to the nearest rupee, 

if so desired) for the year, immediately preceding the year to  which 
the balance sheet relates should be shown in separatecolumns." 

2 .  In Form B, Form of Profit and LO& ~cc6unt- 

(a) for the words (in abbreviation) " Rs. A. P.", wherever they occur, the 
words (in abbreviation) " Rs. nP." shall be substituted; and 

(b) after the footnote, the following shall be inserted, namely:- 

" General instructions: The corresponding figures (to the nearest rupee 
if so desired) for the year immediately preceding the year to  which the 
profit and loss account relates should be shown in separate columns." 

18. No. F. 4(127)-B.C.158 dated December 2, 1958 

In  exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (10 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 Swadeshi Bank Ltd., Pathanamthitta, till the expiry of 
the 31st day of October 1959, in so far as the said section, by reason only of the 
constitution of a new District by name Alleppey in the Kerala State (vide Notifica- 
tion No. B2-1670/57/RD, dated 13th August, 1957 of the Government of Ke!ala, 
Revenue Department), requires the said banking company to have paid-up capital 
and reserves of an aggregate value higher than the aggregate value of paid-up capital 
and reserves which it would have been required to have under the said section had 
the said District of Alleppey not been so constituted. 



19. No. F. 4(140)-B.C./58 (S.O. 2570) and No. F. 4(140)-B.C.158 (S.O. 2571) dated 
December 6, 1958 

In exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (10 of 1949), the Central Goveri~ment, 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 in so far as the said provisions have 
the effect of preventing appropriations from the reserve fund maintained in terms 
of tlle said section for the purposes of writing off the amount of losses on its invest- 
ments in Government securities before declaring a dividend out of its net profits 
for the calendar year 1958. 

Tn exercise of the powers conferred by section 53 of the Banking Companies 
Act, 1949 (10 of 1949), the Central Government, on the recommendation of the 
Reserve Bank of Jndia, 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 
1959, to a banking company which, when the value shown in the inner column 
against any of the sub-heads (ii), (iii), (iv) and (v) of item 4 on the Property and 
Assets side of tlie said form exceeds the market value of the investments under that 
sub-head, shows separately within brackets the market value of the investments 
under that sub-head. . 

Statement No. 1 

The Banking Companies Act, 1949 (Section 27i2) ) 

Name of the banking conipany :------------ 

Provisioltnl stateitlent showing the allrount of net profit (subject to audit) 
for the yeor ended the 31st December 1958 and the rrpyroprin- 

tions proposed to be made therefrom. 

Amount 
Rs . 

I .  Balance of profit carried forward from the last year's account.. 

2. Add net profit for the year ended the 31st December I958 . . 
---- 

3. Less interim appropriations made . . . . . . . . . . 
4. Balance available for appropriation . . . . . . . . 
5. Proposed appropriations : 

(a) To be transferred to  the Reserve Fund . . . . . - 
(b) T o  be paid as dividend @ per annum. 

,(indicate the %) 
(c) Any other appropriations proposed to be made (Give 

details) . . . . . . . . . . . . . . 
(4 Balance to  be carried forward . . . . . . . . -- 



Statement No. 2 

Statement showing the position of reserves as on the 31st December 1958. 

Amount 
Rs. 

Nature of reserves 

1. General Reserves including statutoryreserves under section 17 of 
the Banking Companies Act but excluding reserves specially 
earmarked such as depreciation on investments or dead stock, 
bad debts etc. . . . . . . . . . . . . . . 

2. Statutory Reserves under section 17 included in item 1 above . . 
3. Reserves for investment fluctuations or security depreciation 

reserves . . . . . . . . . . . . . . . . 
4., Other reserves specially earmarked but not applicable to depre- 

ciation in investments-Details of each reserve to  be given 
separately . . . . . . . . . . . . . . . .  

5. Balance in Share Premium Account, if any . . . . . . 
6. Balances in Contingency Accounts in the nature of reserves: . . 

(a) not specially earmarked . . . . . . . . . . 
(b) earmarked for depreciation in investments . . . . . . 

7. Secret reserves . . . . . . . . . . . . . . 
Information under items 6 and 7 need not be given if the total of items 1 and 3 is 
sufficient to cover the depreciation on investments. 

20. No. F. 4(150)-B.C./58 dated December 10, 1958 

* In exercise of the powers conferred b y  section 53 of the Banking Companies 
Act, 1949 (10 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, 
1959, 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. 



SELECTED CIRCULARS ISSUED TO BANKING COMPANIES 

1. DBO. No. Sch. 164JC. 218-58 dated January 9, 1958 

Please refer to paragraph 5 of our directive DBO. No. Sch. 9300/C. 218-57 
dated December 1 I ,  1957. We send herewith for your general guidance a statement 
pertaining to your bank, setting out the advances against wheat (excluding advances 
to rollcr flour mills) and other foodgrains in each month (January to June) in 1955, 
19% and 1957 and the aggregate levels of credit permitted under the said directive 
in respect of the months January to June 1958. 

Tn this connection it Inay please be noted that the figures of advances in the 
above mcntioncd statement and those in respect of advances against paddy and 
rice communicated to you along with tlic directive are gross figures inclusive of 
demand documentary bills and advances of offices opened after January 1, 1957. 
As the directive contains exemptions in respect of these two categories of advances, 
the figures under tliese two columns should be excluded from the permissible level 
of advances for the months January to June 1958 pertaining to your bank. The 
adjustments so made should be advised to us while transmitting the fortnightly 
figures. 

2. DBO. No. Sch. 383JC. 218-58 dated January 16, 1958 

Advances against foodgrains-Exemption of advances against warehouse receipts 
covering foodgrains 

Please refer to our letter DBO. No. Sch. 9192JC. 96(K)-57 dated the 6th December 
1957. We have to advise in this connection that the provisions of the directive con- 
tained in our circular letter DBO. No. Sch. 9300/C. 218-57 dated the 1 Ith December 
1957 shall not apply to advances against the pledge of warehouse receipts covering 
foodgrains issued by the licensed warehouses established by the Central Warehousing 
Corporation. 

- 

The amount of such advances may please be indicated separately against the 
items concerned in the statement in Form 7 required to be submitted to our Depart- 
ment of Research & Statistics. 

3. DBO. No. Sch. 1905/C. 96-58 dated March 20, 1958 

Advances against savings certificates 
I 

The Government of Bombay have drawn our attention to  the fact that banks 
do not generally appear to be aware that the 10-Year Treasury Savings Deposit 
Certificates and the National Savings Certificates can be pledged to banks as security 
for advances. In this connection, we enclose for your information, copies of extracts 
from the Public Debt Rules, 1946 and the National Savings Certificates Rules, 1944, 
which indicate the procedure required to be followed for the pledge of the Treasury 
Savings Deposit Certificates and the National Savings Certificates respectively. 
Should there be any points relating to the pledge of the certificates which require 
clarification, a reference may be made to the Secretary, Reserve Bank of India, 
Central Debt Section, Bombay, in the case of the Treasury Savings Deposit Certifi- 
cates and to the Deputy Director-General (Savings Bank), Posts and Telegraphs, 
New Delhi, in the case of the National Savings Certificates, 



4. DBO. No. Leg. 1923/C. 234@)-58 dated March 24, 1958 

Exemption from the provisions of section 24 of the Banking Companies 
Act, 1949 

Please refer to our circular letter DBO. No. Leg. 2603/C. 2341)-57 dated the 
26th March 1957 to which was appended a copy of notification No. S.R.O. 776-4 
(32)-F.I.157 dated the 7th March 1957 permitting, up to the 31st March 1958, all 
banking companies incorporated in the State of Travaticore-Cochin as it existed 
on the 31st October 1956 which are confining their activities to the territories com- 
prising that State, to maintain in cash, gold or unencumbered approved securities, 
valued at a price not exceeding the current market price, an amount which shall 
not, on any day, be less than 15 % of the total of their demand and time liabilities. 
In view of the general improvement shown by the majority of the banks, this percent- 
age has been raised to 174 in terms of Government of India nolificztion No. S.0.199- 
F.4(22)-F.1.158 dated the 28th February 1958 (vide Appendix IV-page 90). 

2. As you are aware, banking companies incorporated in and confining their 
activities to the territory of the erstwhile Travancore-Cochin Slate have had the 
benefit of the partial exemption from the provisions of section 24 since the 23rd 
May 1953. The notificalion now issued by the Government of India will continue 
this exemption till the 31st March 1959, i.e., a period of nearly six years from the 
date on which it was originally granted. Ranking companies in the Travancore- 
Cochin State have thus been,allowed sufficient time to gradually bring up the percent- 
age of liquid assets and we shall be glad if you will continue to take energetic steps 
to bring it to the level required by section 24 in case it is less than 20, so that the 
question of further exemption may not arise after the 31st March 1959. 

5. DBO. No. Sdi. 2210/C. 218-58 dated April 1,1958 

Advances against foodgrains 

As it has been represented to us that restrictions on advances against foodgrains 
act as a disincentive to opening new branches in the interior, it has been decided to 
provide some measure of relaxation from the provisions of our directive in favour of 
offices opened on or after January 1, 1958 in places within a radius of 20 miles of 
which there is no other scheduled bank office operating. 

2. In exercise of the powers conferred upon it under section 21 of the Banking 
Companies Act and in partial modification of the directive DBO. No. Sch. 9300lC. 
218-57 dated December 11, 1957 (hereinafter referred to as "the said directive "), 
the Reserve Bank of India hereby directs that notwithstanding anything contained 
in clause I1 of para 3 of the said directive, the credit granted by any office or branch 
of the bank (hereinafter referred to as " such branch or office ") as has been opened 
on or after January 1,1958 and is functioning at a place, within a radius of 20 miles 
of which thwe is no other office or branch of a scheduled bank operating, shall not 
be talcen into account for computing the average aggregate level of credit for the 
purposes of the said directive : 

Provided that the paddy and rice, wheat and other foodgrains against the 
security of which advances are made are in the possession or control of the office 
or branch concerned : 

Provided further that if the average aggregate level of credit against paddy and 
rice, wheat and other foodgrains at each such office or branch exceeds in any month 



the sum of rupees one lakh, that part of the credit accounting for such excess Shall 
be taken into account for computing the average aggregate level of credit permsslble 
to the bank for the purpose oi the said directive : 

Provided further that this concession shall cease to be available to any particular 
branch with effect from the date on which a branch or office of a scheduled bank 1s 
subsequently opened within a radius of 20 miles of such branch or office concerned 
but not in any event earlier than a minimum period of one year from the date of 
the opening of such office or branch entitled to the concession. 

6. DBO. No. B. M. 3185/C. 297-A-58 dated May 10,1958 

Bill Market Scheme-Advances to scheduled banks under section 17(4)(c) of the 
Reserve Bank of India Act, 1934. 

As you are aware, limits in respect of your bank's proposals for the current 
Bill Market season have been sanctioned by us subject to review during the current 
month. It has now been decided that these limits will continue to remain in force 
till the end of September 1958 on the existing terms and conditions. Such of your 
offices as have been submitting proposals directly to our offices at other centres 
may be advised by you accordingly. 

7. DBO. No. Sch. 3560/C. 96K-58 dated May 29,1958 

Advances against Foodgrains-Exemption of advances against warehouse 
receipts covering foodgrains. 

Please refer to paragraph 2 of our circular DBO. No. Sch. 383/C. 218-58 dated 
the 16th January 1958 in terms of which advances granted against the pledge of 
warehouse receipts covering foodgrains are required to be indicated separately in 
the fortnightly return in Form 7. We, however, observe that advances under this 
category are not being reported at all in the returns. As you are aware, warehousing 
facilities have been made available at Sangli, Amravati, Gondia, Gadag, Davangere, 
Bargarh and one or the other offices of your bank at these centres may be having 
advances of this nature. We shall, therefore, be glad if you will kindly instruct your 
offices at these centres to report in the aforesaid form advances against warehouse 
receipts, if any, regularly in future. Figures of outstanding advances, if any, as a t  
the end of January, February and March 1958 may also please be communicated 
to the Director, Division of Banking Research, Department of Research and Statistics, 
Reserve Bank of India, Bombay 1. 

8. DBO. No. Sch. 3725JC. 103-58 dated June 2,1958 

Weekly returns under section 42(2) of the Reserve Bank of India Act, 1934. 

Please refer to our circular letter DBO. No. Born. 3730JC. 236(D)-53 dated the 
12th June 1953 regarding the nature and scope of the various items in the returns 
submitted by banks to us. It has been observed that in the weekly returns submitted 
under section 42(2) of the Reserve,Bank of India Act, 1934, some of the banks are 
classifying 'Money at call and short notice' received from other banks under 'other 
demand or time liabilities' [items (i)(2) or (ii)(2)] instead of under 'Borrowings from 
banks other than the State Bank and a notified bank' [items (i)(l) or (ii)(l)]. We 
shall be glad if, in future, all inter-bank 'Money at call and short notice', even if 
accepted against deposit receipts, are shown under 'Borrowings from banks'. 



2. Please also furnish us as early as possible revised figures on the above basis 
in respect of the weeks subsequent to March 1957. 

9. DBO. No. Sch. 3766JC. 218-58 dated June 3,1958 

Advances against foodgrains. 

It has been decided that advances against foodgrains granted b y  scheduled banks 
to co-operative marketing and processing societies should be exempted from the 
provisions of our directive DBO. No. Sch. 9300/C. 218-57 dated the l l th  December 
1957. The amount of such advances should, however, be included in the total advances 
to be shown against items 1 to 9 in the statements in Form 7 which are required to be 
submitted to our Department of Research & Statistics and also indicated separately 
by means of a foot-note in the above statement. 

10. DBO. No. Sch. 3895JC. 218-58 dated June 7, 1958 

Advances against foodgrains. 

Please refer to our directive DBO. No. Sch. 9300/C. 218-57 dated the l l t h  
December 1957 and our circular letter DBO. No Sch. 164JC. 218-58 dated the 9th 
January 1958. As the position regarding the supply of foodgrains in the country 
continues to be difficult, it has been decided not to make any change in the existing 
control on bank advances against foodgrains until the beginning of the next busy 
season. Accordingly, we enclose for your general guidance a statement pertaining 
to your bank, setting out the advances against paddy and rice, and wheat (excluding 
advances to roller flour mills) and other foodgrains in each month from July to 
October in 1955, 1956 and 1957 and the aggregate levels of credit permitted under 
the above-mentioned directive in respect of the months July to October 1958. 

In this connection, it may please be ndted that the figures of advances in the 
enclosed statement are gross figures, inclusive of demand documeptary bills, advances 
to co-operative marketing and processing societies, and advances at offices opened 
on or after the 1st January 1957. As the said directive and our subsequent circular 
letter DBO. No.'Sch. 3766/C. 218-58 dated the 3rd June 1958, contain exemptions 
in respect of the above categories of advances, the figures under the relative heads 
should be excluded in arriving at the permissible levels of advances for the months 
July to October 1958 pertaining to your bank. The adjustments s,o made should be 
advised to  our Department of Research and Statistics as early as possible. 

11. DBO. No. Sch. 4768lC. 218-58 dated July 18, 1958 

Advances against sugar. 

As you are aware, the pricesof sugar have shown a rising trend during the past 
few months despite the fairly comfortable supply position. In the prevailing situation, 
the increase in prices may have been caused by a tendency on the part of the trade 
and industry to withhold stocks. It is, therefore, necessary for banks to exercise 
caution in the grant of credit against stocks of sugar by restricting it to genuine 
dealers in the commodity and by ensuring that speculative holding is not assisted in 
any way. It has also been decided to issue a directive as in paragraph below. 

In exercise of the powers conferred upon it under section 21 of the Banking 
Companies Act, 1949 and in supersession of the directive contained in our circular 
letter No. DBO. Sch. 9302/C. 218-57 dated the l l th  December 1957, the Reserve 



Bank of India hereby directs that every scheduled bank shall maintain in respect 
'of each credit limit and advance against the security of sugar a margin of not less 
than 45 0/, on the value of tile stocks where such a limit or advance has been granted, 
whether before or after the date of receipt of this directive, to (a) parties other than 
those manufacturing sugar, and (b) to parties manufacturing sugar in respect of such 
stocks as have left the factory or milk' premises and on which excise duty has 
been paid. 

12. DBO. No. B.M. 4926/C. 297A-58 dated July 22, 1958 

Advances to scheduled banks under section 17(4)(c) of the Reserve Bank of India 
Act, 1934. 

As you are aware, the policy followed by the Reserve Bank of India in regard 
to the operation of the Bill Market Scheme during the current season (i.e. 1957-58) 
has been more selective than during the 1956-57 season. In general, reduced limits 
have been sanctioned to banks, taking into account the need for credit restraint 
consistently with the necessity for meeting the requirements of the essential sectors 
of the economy. Proposals relating to advances made against foodgrains, cotton 
textiles (other than to textile mills) aud sugar in respect of which directives have been 
issued by the Reserve Bank from time to time with a view to curtailing bank finance 
for speculative holding of stocks etc. have not been entertained. Specially favourable 
consideration has been given to essential industries and concerns engaged in 
export trade. 

During the operation of the Scheme certain proposals have either not been 
accepted or accepted only on a reduced basis. It is desired to make it clear that such 
a rejection or reduction does not necessarily imply any judgement by the Reserve 
Bank on the creditworthiness of the parties concerned. Where a client is considered 
by the bank as deserving of accornrnodatiori, it would be entirely open to it to finance 
the customer out of its own resources to the full extent applied for. Nevertheless, 
some misunderstanding appears to exist as to the i~nplications of the action taken 
by the Reserve Bank and we are writing this letter to make the position clear to 
the banks. 

For the next busy season, the Reserve Bank will operate on the basis of an 
overall figure of accommodation to be given to the banking system, and limits for 
individual parties will be sanctioned in accordance with our present policy of credit 
restraint on the basis of limits fixed during the years 1956-57 and 1957-58 and such 
other factors as may appear to be relevant at the time. Applications for Bill Market 
limits will be examined as they are made and will be accepted if the credit of the 
parties and the bank is good except in those cases where 

(a) the advance is for a purpose e.g., trade in foodgrains in respect of which 
a directive has been issued. 

fb) the limit given to a particular party appears disproportionate in relation 
to the total limits proposed to be sanctioned. 

The overall figure for accommodation to be given to the banking system would 
be flexible and would- be increased if, consistently with general credit policy, the  
requirements of banks and the demands of industry and trade for funds require 
an adjustment. 



As you are aware, while sanctioning limits under the Bill Market ~cheme,'it i8 
our practice to stipulate that the limits should not be communioated to the pafks  
concerned. We shall be glad if this stipulation is strictly adhered to by banks in 
case this is not already being done. We shall also be obliged if the substance of the 
correspondence exchanged with the Reserve Bank on credit limits under the Bill 
Market Scheme is not communicated to your constituents. 

13. DBO. No. Sch. 5593/C. 127-58 dated August 21, 1958. 

It has been suggested that the Reserve Bank of India should organise a Credit 
Information Bureau on the lines of the bureaux established by the central banking 
authorities in some countries. Such bureaux obtain information horn the banks 
regarding credit facilities of various types granted to constituents and furnish each 
bank on request with consolidated figures relating to the limits obtained and availed 
of by its bigger constituents from all the banks. It will be recalled that a similar 
proposal was made in 1946 and the question of organising a Credit Information 
Department was examined by us after inviting the views of the scheduled banks on 
the subject, vide our circular letter No. DBO. 2483JC. 127-46 dated the 24th May 
1946. As many of the banks were then not in favour of the scheme, the proposal 
was dropped. 

As the proposal has now been revived, and as the comments offered b y  some 
of the banks in the past appeared to indicate some misapprehension as to the scope 
and functions of the proposed bureau, it may be mentioned that in countries such 
as France where service of the type envisaged in the proposal is being rendered by 
the central banking authority, a Credit Information Bureau has been set up with 
the limited object of furnishing member banks periodically with consolidated data 
on the banking commitments of their borrowers so 2s to enable them to detect in 
time, excessive borrowing by particular individuals, enterprises or industries. The 
information supplied is thus of potential value to the individual banks in the event 
of a customer attempting to over-trade or to bolster up an unstable position by 
borrowing over a wide field and using some credits to repay others which have been 
outstanding over a long period. Nevertheless, banks have to continue making inde- 
pendent enquiries about the standing and creditworthiness of the borrowers, for 
the scheme does not envisage the furnishing of information to banks as to the means, 
net worth or total assets of the borrowers, particulars in regard to which can only 
be obtained from a comprehensive investigation of the parties' personal and business 
records, financial condition, etc. However, it has been felt that knowledge of the total 
banking commitments of customers is of considerable importance in considering 
proposals for accommodation and in reviewing advances portfolios. 

If the proposal to institute a Credit Information Bureau on the above lines 
meets with general approval, banks would have to submit information to the Reserve 
Bank relating to  the nature and volume of credit facilities sanctioned to their 
customers, and the extent to which such credits have been utilised. Scheduled banks 
are at present submitting to us returns of limits for credit facilities, vide our circular 
letter DBO. No. Sch. 26811C. 2441-57 dated the 29th March 1957. For the purpose 
of furnishing information to the proposed bureau, these returns could be modified 
to provide for columns to show the outstandings in the relative account, the market/ 
estimated value of the securities charged and any additional particular-s that may be 
considered necessary. After tabulating and collating the data, the banks concerned 
would be informed individually of the aggregate of each of their customers' limits 
and outstandings with all the reporting banks, classified according to the type of 
facility and the nature of securities held. The Reserve Bank, however, would not 



disclose to a bank the names of the other banks from whom a particular party may 
have borrowed but only the number of such banks, and the banks would be required' 
to keep any information that they might receive from the ~ese rve  Bank,confidential. 
No bank's individual credits would thus become known to its competitors but 
every bank would know the extent of a borrower's overallindebtedness, and obviously 
its own share of total borrowings. It is also proposed to use abbre~iations~for borro- 
wers' names, and symbols to indicate the nature of the borrowing facihty, and to 
furnish a key thereto to the banks. 

The proposals made above are tentative and represent only an outline of the 
proposed scheme. The details as also the necessity, if any, of making suitablelegislat~ve 
provision to protect the banks and the Reserve Bank from incurring any Iiabillty 
in disclosing credit information on the lines indicated above could be examined. 
further if banks agree in principle to the proposal to establish a credit information 
bureau. We shall, therefore, be glad to have your views in the matter together with 
your suggestions for its working, at an early date. 

14. DBO. No. Ins. 5715/C. 124C-58 dated Auyst 25,1958 

Advances against shares. 

~ l e & e  refer to our circular letter No. DBO. Ins. 4659/C. 124C-58 dated the 
l0th'July 1958 impressing upon banks the need for the exercise of vigilance in the 
matter of advances against shares. Since then reports have reached us of attempts 
to corner certain shares with the help of bank advances. Apart from this, theincreasing 
buoyancy recently witnessed in the stock market and the plethora of funds with 
the banks suggest that un1e.s~ great care is taken, there might well be a purely specula- 
tive boom in stocks and shares sustained by bank advances. Such a deveIopment 
would be unhealthy and we would, therefore, stress once again the imperative need 
for vigilance on the part of banks in the matter. In particular, advances against 
block shares or finance to parties known to be speculatively inclined should be 
scrupulously avoided. 7 

, -.--A 
15. DBO. No. Sch. 6049/C. 218-58 dated September 10,1958 

Advances against foodgrains. 

As the prices of wheat in certain areas of the country have recently been showing 
a rising trend and as bank advances against this foodgrain and especially in the 
State of Punjab have remained at levels much higher than last year, it is considered 
necessary. to impose further restrictions on bank advances against this commodity 
and in particular against such advances in the State of Punjab. 

2. In exercise of the powers conferred upon it under section 21 of the Banking 
Companies Act, 1949 and in partial modification of the directive DBO. No. Sch. 
9300/C. 218-57 dated 11th December 1957 (hereinafter referred to as "the said 
directive "), the Reserve Bank of India hereby directs that notwithstanding anything 
contained in sub-clause (ii) of clause I1 of paragraph 3 of the said directive, every 
scheduled bank shall : 

(i) maintain each month commencing from October 1958, an average aggregate 
level of credit against the security of wheat (excluding credit limits sanc- 
tioned to roller flour mills) which shall not exceed 66-2/3 per cent of the 
average aggregate level of its credit against the security of wheat (excluding 
advances granted to roller flour mills) in the corresponding month of 1957. 



Provided that the average aggregate level of such credit ineach month with all 
its offices or branches in the State of Punjab taken separately shall no t  exceed 66-213 
per cent of the average aggregate level of credit maintained by all such offices or 
branches in the corresponding month of, 1957. 

(ii) maintain each month commencing from October 1958, an average aggregate 
level of credit against the security of otherfoodgrains which shall not exceed 
80 per cent of the average aggregate level of its credit' against the security 
of other foodgrains in the corresponding month of 1957. 

Explanation: " Average aggregate level of credit" shall mean the average of 
the outstanding advances on the 2nd and 4th Friday, when four Fridays occur in  a 
month or on the 3rd and 5th Friday when there are five Fridays in a month, in respect 
of which return on Form 7 is to be furnished, as explained in the said directive. 

3. A schedule pertaining to your bank setting out the advances separately 
against (i) wheat and (ii) other foodgrains in the corresponding months last year 
and the aggregate levels of credit permitted under this directive (a) at  all its offices 
and (b) at its offices in the State of Punjab in the case of advances against wheat will 
be sent to you shortly. 

It  may be noted that the permissible levels of advances against paddy and rice 
as stipulated in our directive dated the 11th December 1957 referred to aboveremain 
unaltered. 

4. ' It will thus be observed that banks will be required to regulate their advances 
against wheat, paddy and rice and other foodgrains within permissible levels as 
under r- \ 

Permissible level 
(i) Wheat- 

(a) In respect of the bank's offices ope- 66-213 per cent of the bank's 
rating in all the States (including the average aggregatelevelof advances 
State of Punjab). in the corresponding month in 

1957. , / 

(b)  In #respect of the 'State of Punjab Same as in item (i)(a) above. 
only. 

(ii) Other .foodgrains excludirlg Wheat- 

In respect of the bank's offices ope- 
rating in all the States. 

(iii) Paddy and Rice- 

(a) In respect of the bank's offices ope- 
rating in  all the States (including the 
States of Andhra Pradesh and 
Madhya Pradesh). 

(b) In respect of the surplus States of 
Andhra Pradesh and Madhya 
Pradesh. 

80 per cent of the bank's average 
aggregate level of advances in the 
corresponding month in 1957. 

75 % of the average of the bank's 
advances outstanding as on the 
last Fridays of the corresponding 
months in 1957,1956 and 1955. 

60 percent ofthe bank's advances 
outstanding as on the last Friday 
of the corresponding month in  
1957. 



16. DBO. No. Sch. 6303lC. 218-58 dated September 20,1958 

Advances against foodgrains. 

Please refer to paragraph 3 of our directive DBO. No. Sch. 6049iC. 218-58 
dated the 10th September 1958. We send herewith for your general guidance a 
statement pertaining to your bank, setting out the bank's advances separately against 
(1) wheat and (ii) other foodgrains for the months of October to December 1957 
also the aggregate levels of credit permitted under the said directive (a) at all 1tS 
offices and (b) at its offices in the State of Punjab in the case of advances against 
wheat, for the period October to December 1958. The figures in respect of the bank's 
advances. against paddy and rice and the permissible levels thereagainst are also 
furnished in the statement referred to above. 

In this connection it may please be nbted that the figures of advances in the 
enclosed statement are gross figures, inclusive of advances to co-operative market- 
ing and processing societies and advances at offices opened on or after the 1st 
January 1957. Further, the figures in respect of paddy and rice are also inclusive 
of documentary bills. As our directive DBO. No. Sch. 9300/C. 218-57 dated 
the 11th December 1957 contains exemptions in respect of the above categories of 
advances, the figures under the relative heads should be excluded in arriving at the 
permissible levels of advances for the months October to December 1958 pertaining 
to your bank. The advances granted, if any, against the pledge of warehouse receipts 
covering foodgrains issued by the licensed warehouses should also be excluded for 
the purpose of arriving at the permissible levels. The adjustments so made should 
be advised to our Department of Research & Statistics as early as possible. 

17, DBO. No. B.M. 6653fC. 297A-58 dated October 1, 1958 

Extension of the Bill Market Scheme to Export Bills. 

With a view to enabling banks to extend credit facilities to exporters on a more 
liberal basis, it has been decided to bring export bills within the purview of the Bill 
Market Scheme of the Reserve Bank of India. As you are aware, accommodation is 
at present being granted by the Reserve Bank under the Scheme in terms of 
section 17(4)(c) of the Reserve Bank of India Act, 1934 against usance promissory 
notes/bills arising out of the conversion of the advances made by the banks to their 
constituents. It would, therefore, be necessary for the banks to grant demand loans 
to their constituents against the security of eligible export bills (vide paragraph 2 
of the Annexure) and to convert these loans into eligible usance promissory notes as 
is being done in other cases. These promissory notes will be accepted as security 
by the Reserve Bank for advances under the Scheme. The procedure to be followed 
by banks will be generally the same as the one already in force (vide our circular 
letters DBO. No. Sch. 222/C. 966-52 and DBO. No. Ins. 6492/C. 297-52 dated the 
16th January and 8th November 1952 respectively), but certain additional require- 
ments as  detailed in the Annexure will have to be complied with. 

All scheduled banks which are eligible to borrow under the Bill Market Scheme 
and which are authorised dealers i n  foreign exchange will be eligible for the proposed 
credit facilities. As in other cases, a limit will be fixed by the Reserve Bank in accord- 
ance with the existing procedure in respect of the usance promissory notes of each 
of the parties in regard to whom proposals are submitted by the banks. Such limits 
will ordinarily remain in force till the 30th September following the date of sanction. 
Tn order that the Scheme may be of benefit to the smaller exporters also, the minima 



for the amount to be advanced to a bank at a time and for the amount of an individual 
usance promissory note to be accepted as security have been fixed at Rs. 2 lakhs and 
Rs. 0.20 lakh respectively as against Rs. 5 lakhs and Rs. 0.50 lakh in other cases. 
Further, while interest will be charged on these advances at the same rate as is appli- 
cable to other advances under the Bill Market Scheme (i.e. at 4 per cent per annum 
at present), half the amount of stamp duty on the usance promissory notes lodged 
with it as security will be borne by the Reserve Bank. 

The Bill Market Scheme will be extended to export bills as indicated above 
on an experimental basis for the current season, i.e. up to the end of September 
1959. Further, to begin with, the facilities will be made available only at our Bombay 
and Calcutta offices in regard to the banks' loans against export bills at  those centres. 
The question of making the facilities available at our other offices will be considered 
in due course. 

We shall be glad to furnish any further clarification in this connection and also 
to consider suggestions. 

Procedure and requirements 

1. Conversion of advances into u5ance promissory notes/bills. 

In cases where an eligible bank wishes to have a borrowing limit fixed under 
the Bill Market Scheme for a party in respect of export bills, it would be necessary 
for the bank to arrange to accept the eligible export bills (vide paragraph 2 below) 
from the party for collection instead of for discount and grant accommodation by 
way of demand Ioanls against the security of such bills. The bank will no doubt 
ensure as in other cases that the exporter is a creditworthy party whose signature 
on theusance promissory notels could be considered as ' good ' and that thenecessary 
documents are obtained and other safeguards observed to effectively secure the 
loans. The bank may adopt any suitabIe basis for determining the amount of loan 
to be granted against an export bill drawn in a foreign currency but such amount 
should not be in excess of the rupee equivalent at the prevailing T.T.1D.D. buying 
rate for lhat currency. For instance, the loan may be for the rupee equivalent at 
the T.T.1D.D. rate, interest being charged separately or it may be for tke proceeds 
of the export bill that would have been payable to the party had the bill been dis- 
counted by the bank. As normally the loan would be adjustable from the proceeds 
of the relative export bill on the latter's maturity jt would be necessary for the bank 
to see 1 hat, in cases where the export bill is drawn in a foreign currency, the rupee 
equivalent of the proceeds realised does not fall short of the amount advanced owing 
t o  fluctuations in the exchange rate. It is, therefore, one of the requirements of the 
Scheme that a participating bank should insist on its concerned constituent's covering 
the exchange risks in relation t o  such export bills by entering into the requisite 
forward contract. Subject to this, it is not necessary, for the purpose of the Scheme, 
for a bank to  maintain a margin in the loan account and it may, if it so desires, lend 
to the full ex'ent of the value of the export bill. It is an express condition of the 
Scheme that export bills held by a bank as security in the above loan accounts shall 
not be rediscounted by it nor shall any encumbrance be created over them. 

It may be convenient to h bank to make loans to a party against the different 
eligible export bills through a single running account or, in.cas~ the loans are made 



through separate accounts, to maintain a supplementary record showing the total 
of outstandings from time to time in all such loan accounts of the party. This ~ 1 1  
facilitate the conversion of the total loan outstandings of a party against the ehglble 
export bills into one or more usance promissory notes of the desired amounts (sub~ect, 
of course, to the minimum of Rs. 20,000 for an individual bill) instead of a number 
of usance promissory notes in respect of the different export bills. As in other cases4 
the usance promissory notes must be supported by consideration and it should also 
be ensured by a participating bank that its borrowings from the Reserve Bank 
against the usance promissory notes are not in excess of the aggregate of the dues 
to it from time to time by each of the makers thereof in the relative loan account/$, , 

Provided the usance promissory notes mature within ninety days, their usance need 
not necessarily correspond to the usance of the export bills held as security in the 
concerned loan accounts. 

2. Eligibility of export bills. 

Only those documentary time export bills as have a usance of not more than 
ninety days and are drawn on any place in any country outside India which is a 
member of the International Monetary Fund would be eligible for being held by 
the banks as security for the loans intended for conversion. A list of the countries 
which, as per the latest available data, are members of the International Monetary 
Fund is given in EncIosure 1. Export bills of the above type which are negotiated 
by a bank under a letter of credit which provides f o r  immediate reimbursement 
by the bank opening the credit and in whose case, therefore, the question of the 
negotiating bank's holding the export bills on its own account till their maturity 
would not arise cannot obviously be eligible for the purpose in question. Similarly, 
export bills under letters of credit or otherwise, which are drawn without recourse 
to the drawer i.e. the bank's constituent, would no$ be eligible for being held as 
security in the loan accounts. Bills which are dishonoured by non-acceptance or by 
non-payment on the due dates will also cease to be eligible after the occurrence of 
the event and should, therefore, be promptly excluded from the security held in the 
relative loan accounts against a corresponding reduction in the outstandings therein 
and, if necessary, the bank's borrowings from the Reserve Bank. Compliance with 
the Exchange Control Regulations in regard to the handling of the export bills held 
as security should be ensured. The maintenance of separate accounts and records 
by the banks in regard to the export bills held as security and the loans in question 
would facilitate a proper watch on the compliance of the various requirements of 
the Scheme. * 

3. Export risks insurance cover. 

While it is not obligatory under the Scheme on the banks to have export risks 
insurance cover taken out in respect of the export bills held by them as security, 
they will no doubt consider the desirability of doing so as far as practicable, in their 
own interests. 

4. Loan documents etc. for the borrowings from the Reserve Bank. 

The loan documents already executedlto be executed by the banks in regard 
to the other loans by the Reserve Bank under the Bill Market Scheme will hold 
good for its loans in respect of the export bills which should, therefore, be also 
covered by the amount of such documents. However, as it is proposed to  open 
separate loan accounts in the books of the Resene 'Bank for advances i n  respect 
of export bills, the banks should furnish to  its concerned office a consent letter as 
pcr specimen in Enqlosure 2 duly signed by the officials authorised to executc loan 



documents for borrowings under the Bill Market Scheme. As .the procedure for 
borrowing is the same as in other cases, the usance promissory notes to be lodged 
as security for the proposed loans by the Reserve Bank should be accompanied by 
a certificate as per specimen in Annexure ' B ' to the Reserve Bank's circular letter 
DBO. No. Sch. 222/C. 96G-52 dated the 16th January 1952 (as revised by our circular 
letter DBO. No. Sch. 546/C. 966-52 dated the 29th January 1952). However, in 
order to distinguish such usance promissory notes from the others, banks should 
add the words ' Export Bills Account' at the top of the schedule (of the notes) to 
the certificate. 

5. Submission of proposals, stateme& etc. 

Proposals should be submitted by the banks in the forms already prescribed 
under the Bill Market Scheme. It  should, however, be clearly indicated by them 
in their proposals-that they are applying for ' Export Bills ' limits. The procedure 
regarding the sanctioning of the proposals, such as their scrutiny with reference to 
the applicant bank's records etc. would be the same as the existing one. 

However, as there are certain other provisions in connection with the proposed 
loans as stated in the foregoing paragraphs, which the banks have to comply with 
they should furnish to the office of the Reserve Bank with which the loan limits are , 

made available to them a monthly statement containing the relevant information 
as in the form given in Enclosure 3. The statement should relate to the position as 
on the last'day of each month and should be submitted in duplicate within ten days 
of the date of the statement. Particulars in respect of all the parties whose usance 
promissory notes are held by the Reserve Bank as security (whether drawn against 

-or not) on the date of the statement should be supplied therein. The Reserve Bank 
may, whenever it may choose to do so, arrange for a verification of any of the state- 
ments furnished b y  any bank by deputing one or more of its officials for the purpose 
and the bank concerned should make its relevant records and information available 
to himjthem. 

Enclosure 1. 

List of countries which are members of the loternationil Monetary Fund 
(as on 16-7-1958) 

Members Members 

Afghanistan 
Argentina 
Australia 
Austria 
Belgium 
Bolivia 
Brazil 
Burma 
Canada 
Ceylon 
Chile 
China 
Colombia 
Costa Rica 
Cuba 
Denmark 
Dominican Republic 

Ecuador 
El Salvador 
Ethiopia 
Finland 
France 
Germany, 
Ghana 
Greece 
Guatemala 
Haiti 
Honduras 
Iceland 
India 
Indonesia 
Iran 
Iraq 
Ireland 



Mei~tbers 
Israel 
Italy 
Japan 
Jordan 
Korea 
Lebanon 
Luxembourg 
Malaya 
Mexico 
Morocco 
Netherlands 
Nicaragua 
Norway 
Pakistan 
Panama 
Paraguay 
Peru 

Non-nzetropolitan areas 

Belgium: Belgian Congo , . 

France 

Algeria, French Antilles, French 
Guiana 

Cameroons, Fr. Equatorial Africa, 
Fr. West Africa, Madagascar and 
Dependencies, Reunion, St'. Pierre 
and Miquelon, Togoland 

French possessions of Oceania, 
New Caledonia, New Hebrides 

French Somaliland 

Italy: Somaliland 

Netherlands 

Netherlands Antilles, 
New Guinea 

Members 

Philippines 
Saudi Arabia 
Sudan 
Sweden 
Thailand 
Tunisia 
Turkey 
Union of South Africa 
United Arab Republic 

Egypt 
Syria 

United Kingdom 
United States 
Uruguay 
Venezuela 
Viet-Nam 
Yugoslavia 

United Kingdom 

Barbados, British Guiana, Lee- 
ward Islands, Trinidad, Windward 
Islands 

British Honduras 

Aden, British Somaliland, Kenya, 
Tanganyika, Uganda, Zanzibar 

Bahamas, Bermuda, Cyprus, Falk- 
land Islands, Gambia, Gibraltar, 
Jamaica, Malta, Nigeria, Federa- 
tion of Rhodesia and Nyasaland, 
Sierra Leone 

British North Borneo, Brunei, 
Sarawak, Singapore 

Fiji 

Hong Kong 

Mauritius, Seychelles 

Tonga.. 



NAMB OF THE BANK:. ................... 
................. (Place). 

(Date) ................ 
To 

!&The Manager, 

Reserve Bank of India, 

Dear Sir, 

Advances under section 17(4)(c) of the Reserve Bank of India Act, 1934--Bill 
Market Scheme. 

Please refer to your Central Office Circular letter DBO. NO. B.M. 6653/C. 
297A-58 dated the 1st October 1958. We agree t o  abide by y o u  requirenlents stated 
therein. We further agree that notwithstanding your granting to our bank advances 
under section 17(4)(c) of the Reserve Bank of India Act, 1934, in respect or arising 
out of export bills as  set out in your aboveletter, only through a separate loan account 
opened i n  our bank's name for that purpose, the loan documents already executed 
or  which may be executed hereafter on behalf of our bank in respect of the existing 
loan account relating to other advances under the said section in terms of the Bill 
Market Scheme will also hold good for the amount due from our bank from time 
t o  time in the separate loan account as though the balances in that account had arisen 
out of advances made through the existing loan account. We also agree to execute 
such further or other documents which you may consider necessary to  effectively 
apply the said loan documents to the separate loan account. 

Yours faithfully, 
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'18. DBO. No. Ins. 7752iC. 124C-58 dated November 7,1958 

Banks and Budin Business. 

It would appear that banks participate t o  some extent in providing finance for 
stock exchange transactions through the provision of budla facilities. I t  is understood 
that there is no uniformity regarding treatment of the use of funds for budla transac- 
tions, some banks showing it as investments and others as advances. We should like 
to know what the practice of your bank in this respect is. 

I n  order to enable us to assess the factual position about the role of bank finance 
in budla activities, we request you to  submit to us a return as  per the attached proforma 
3(X). The return should be a consolidated one for your offices jn Bombay and Calcutta 
cities separately and should be sent to the Director, Division of Banking Research, 
Department of Research and Statistics, Reserve Bank of India, Bombay, not later 
than December 15, 1958. . . 

Statistics of individual banks will be kept strictly confidential. 

FORM 3 00 

Transactions of banks in connection with 
Budla operations at Bombay md Calcutta 

Stock Exchanges 

(Please read the instructions carcful1.v before $/ling in the Form) 

A. OUTSTANDINGS OF INVESTMENTS AND ADVANCES 

As on the last BOMBAY CALCUTTA 
Friday of 

Investments Advances Investments ~dvances 
Ois. lakhs) (Rs. lakhs) (Rs. lakhs) (Rs. lakhs) 

March 1958 . . 

April ,, . . 
May > 3  . . 
June >$  . , 

July . 77 . . 
August $ 7  . . 
~e~t'ember ,, . . 
October ¶, . . 



B. CLASSIFICATION BY ScNpS OF INVE%%fENTS AND ADVANCES IN RESPEm 
OF BUDLA TRANSAC'I'IONS ON THE LAST FRIDAY OF EACH MONTH MARCH 1958 

Centre and March 1958 April, May ,............ October 1958 
scrips 

Investments Value of + Investments Value of 
shares shares 

pledged for pledged for 
Advances Advances 

(Rs, lakhs) (Rs. lakhs) (Rs. lakhs) (Rs. 1 akhs) 

Somba y 

1. Bombay Dyeing . . 
2. Century . . 
3. Kohinoor . . 
4. National Rayon . . 
5. Tata Steel .. - 
6. Indian'Iron . . 
7. Associated Cement . . 
8. Scindia . . 
9. Tata Chemicals . . 

10. Premier Construction . . 
11. Belapur . . 
12. Indian Copper . . 
13. Bombay Bumah  (F.P.) . . 
14. Others . . 
15. Total of 1 to 14 . . 
Calcutta 

1. Indian Cable 
2. Indian Aluminium 
3. Indian Copper 
4. Indian Iron 
5. National Jute 
6. Orient Paper 
7. Textile Machinery 
8. Burrakur Coal ' 
9. Others 

10. Total of 1 to 9 

INSTRUCTIONS 

1. The return should cover aU offices in the cities of Bombay and Calcutta. 

2. The amount of investments as shown in Part A for each month should tally with the total value 
of shares shown under investments for Bombay and Calcutta in Part B. 

n e  value of shares pledged for advances in Part B relates to the total market value of scrips 
against which advances are made. As banks generally maintain some margins while making 
advances, the relative total in Part B for Bombay and Calcutta need not tally with that in 
Part A. 



19. DBO. No. Leg. 8650/C. 233B-58 dated December 11,1958 

The Banking Companies Act, 1949-Forms of balance sheet and profit and loss account. 

Please refer to our circular DBO. No. Leg. 5940lC. 233B-58 dated the 5th 
September 1958 on the above subject. We reproduce (vide Appendix IV-page 95) 
for your information a copy of notification No. G.S.R. 1137-4(96)-F.I/ 57 
dated the 24th November 1958 issued by the Central Government in terms of sub- 
section (4) of section 29 of the Banking Companies Act, 1949, and published in the 
Gazette of India dated the 6th December 1958. In this connection it may be pointed 
out that in the notification now issued by Government a minor modification has been 
made in Amendments l(b) and 2(b). The effect of the modified amendments is that 
while banking companies are required to show in separate columns the corresponding 
figures for the year immediately preceding the year to which the balance sheet and 
profit and loss account relate, it is open to them to show these figures to the nearest 
Rupee. 

2. Acknowledgment of the circular may please be sent and enquiries, if any 
addressed to the office of the Reserve Bank of India to which the returns under the 
Banking Companies Act, 1949 are being submitted. 

20. DBO. No. Leg. 8842/C. 23458 dated December 17,1958 

The Banking Companies Act, 1949. 

We enclose for your inforination copies of two notifications, viz., notifications 
Nos. F. 4(140)-BC/58 S.O. 2570and F. 4(140)BC/58 S.O. 2571 dated the 6th December 
1958 issued by the Government of India in terms of section 53 of the Banking 
Companies Act, 1949 and published in the Gazette of India dated the 13th December 
1958. (vide Appendix IV-Page 96) 

2.  The notification S.O. 2571 exempts all  banking companies for a 
period of one year, i.e., until the 1st January 1959, from the provisions 
of note (f)  of the Notes appended to Form A-form of Balance Sheet-set out in 
the Third Schedule to the Banking Companies Act, 1949 in respect of the disclosure 
of the market value within brackets of their investments in Government and other 
Trustee securities provided that when the value shown in the inner column against 
any of the sub-heads (ii), (iii), (iv) and (v) of item 4 on the Property and Assets side 
of the said form exceeds the market value of the investments under that sub-head, 
they show separately within brackets the market value of t h e  investments under 
that sub-head. In this connection your attention is invited t o  paragraph 2 of our 
letter DBO. No. Leg. 7281/C. 234-53 dated the 3rd December 1953, 

3. The notification S.O. 2570 is on the lines of similar notifications 
issued in the past and exempts all banking companies from the provisions 
of section 17 of the Banking Companies Act, in so far as that sectio 
has the effect of preventing appropriation from the Reserve Fund m a i n t a i n e g  
terms of that section for the purposes of writing off the amounts of losses on. 
investments in Government securities before declaring a dividend out of tv 
profits for the year 1958. 



4. It may be mentioned that the object in exempting banks from the require- 
ments of note (f) was to permit them to avoid the disclosure of a wide d~sparlty 
between the book value and the market value of their investments in Government 
and other Trustee securities in their balance sheets resulting from the depreciation 
in their prices. Thc exemption was originally granted in 1951 and has been available 
for a total period of 8 years. Banks have thus had a sufficiently long time to provide 
for the necessary depreciation and the disparity between the book value and the 
market value should have by now been considerably reduced. It is not considered 
desirable to continue the exemption for an indefinite period and we shall be glad 
if this is borne in mind in making such further provision from the profits of 1958 
as may be necessary.. 

5. In exercise of the powers conferred by section 27(2) of the Banking Com- 
panies Act, you are also hereby directed to furnish information relating to your 
bank in respect of the appropriations made or proposed to be made from the profits 
for the year 1958 and the reserves held by your bank either under section 17 of the 
Act or otlierwise as in the specimen forms enclosed. Statement No. 2 may please 
be submitted to this office as early as possible but not later than the 31sl; January 1959. 
If the information called for in Statement No. 1 is not ready by the 31st January.1959 
and if you are unable to furnish even provisional figures by that date, it may be for- 
warded to us as soon as possible after the.3lst January 1959-it is not, however, 
necessary for you to wait till the books and accounts of your bank have been audited. 
In case you have no figures to show in either of the above two statements, a 'nil' 
return in respect thereof may be sent. 

6. Acknowledgment of the receipt of the circular may please be sent to this 
office and enquiries, if any, may also be addressed to us. 

21. DBO. No. Sch. 9080/C. 96(K)-58 dated December 26,1958 

Licensed warehouses of the Central and State Warehousing Corporations. 

The Central Warehousing Corporation and the State Warehousing ~or~ora t i&ns  
have recently established licensed warehouses at certain centres and they will be 
establishing such warehouses at other centres also as and when the necessary arrange- 
ments are made by them. The licensed warehouses provide "pucca" storage facilities, 
take precautions against rats and other pests, insur2 goods against loss or damage 
by fire, rain, floods or theft and provide facilities for weighing, sampling and grading 
of the goods meant for storage. They also issue, in a prescribed form, warehouse 
receipts containing full particulars of .  the goods stored. A copy of the pamphlet 
'Gainful storing' issued by the Central Warehousing Corporation is enclosed for 
your information. 

2. With a view to promoting greater use of the facilities provided by licensed 
warehouses which are designed to provide improved storage facilities to the cultivator 
and the trader, it has been decided that the provisions of our directive relating to 
advances against foodgrains shall not be applicable to advances against the pledge 
of warehouse receipts covering foodgrains issued by the warehouses established 

--\y the Central as well as the State Warehousing Corporations. The amount of such 
v,ances should, however, be included in the total advances to be shown agains 
a g  1 to 9 in the statements in Form 7 which are required to  be submitted to our 
ad'tment of Research & Statistics, and also indicated separately by means of 
Part 3tc in the above statements.. 



22. DBO. No. Ref. 9100/C. 279-58 dated December 26, 1958 

Advances to Tea EstatesShort-term Finance (Working Capital) 

We have recently had occasion to  discuss with the Chairman of the Tea  Board 
and representatives of tea interests, certain issues relating t o  the provision of finance 
t o  the tea industry on  a medium-term or long-term basis for purposes of development, 
e.g. renovation o r  construction of factory buildings, replacement of machinery or  
purchase of other fixed assets as may be required i n  connection with the production 
of  tea. I n  this connection it is felt that for the purpose of making a more detailed 
study of the problem, it would be necessary to obtain certain data from scheduled 
banks which are at present providing short-term finance to  tea gardens for purposes 
of  working capital. We shall, therefore, be glad if you will kindly furnish us with the 
required information as per form given below i n  respect of individual tea  estates 
financed by you for the tea years 1951-52 to 1957-58. We shall appreciate it if the 
.data are sent to us a s  early as possible and i n  any case not later than the end of 
Jalzuary 1959. 

Advances to Tea Estates-Short-term Finance 
(Working Capital) 

NAME OF TEA ESTATE ACCOUNT 

1. Area under cultivation . . 
2.' Production of tea (lbs.) . . . 
3. Limit sanctioned . . 
4. Nature of Securities taken . . 
5. Amount drawn . . 
6. Amount repaid . . 
7. Net sale proceeds of the season 

received by the bank . . 

8. Deficit (item 5 minus item 6), 
if any . . 

9. In which year was the deficit 
adjusted and how 

'10. Remarks, if any 



23. DBO No. Sch. 9180/C. 218-58 dated December 29,1958 

Advances against foodgrains 

Although the prospects for the current paddy crop appear satisfactory, the 
future course of rice prices appears to be uncertain. Prices of wheat and other food- 
grains have been showing an upward trend in recent months, while there is a certan 
measure of uncertainty regarding the output of wheat and other foodgrains. It is, 
therefore, considered necessary to continue restrictions on bank advances against 
paddy and rice and wheat and other foodgrains. 

2, In exercise of the powers conferred upon it under Section 21 of the Banking 
Companies Act, 1949 and in modification of clause I1 of para 3 and of clause (i) of 
para 4 of the directive D.B.O. No. Sch. 9300/C.218-57 dated December 11, 1957 
(hereinafter referred to as "the said directive ") and in supersession of the directive 
D.B.O. No. Sch. 6049/C. 218-58 dated September 10;1958, the Reserve Bank of ' 

India hereby directs that : 

(i) notwithstanding anything contained in clause I1 of para 3 of "the said 
directive " every scheduled bank shall : 

(a) maintain each month commencing from January 1959 an average 
aggregate level of credit against the security of paddy and rice, which 
shall not exceed such level of credit required or permitted to be main- 
tained in the corresponding month in 1958 in terms of the Bank's 
directive D.B.O. No. Sch. 9300/C. 218-57 dated December 11,1957 : 

. . , . .  . , .  % 

Provided that the average aggrzgate level of such credit in each month with 
all its offices or branches in the States of Andhra Pradesh and Madhya Pradesh 
taken separately shall not exceed such level of credit required or permitted under 
" the said directive "to be maintained by such offices or branches in the corresponding 
month of 1958 ; 

- .. 
(b) miintain each' month commencing from January 1959, an average 

aggregate level of credit against the security of wheat (excluding 
credit limits sanctioned to the roller flour mills) which shall not exceed 
the actual level of such credit maintained by it against the security of 
wheat (excluding advances granted to roller flour mills) in the corres- 
ponding month of 1958 : 

Provided that the average aggregate level of such credit in each month with 
all its offices or branches in the State of Punjab taken separately shall not exceed 
the average outstanding amount of such credit maintained by all such offices or 
branches in the corresponding month of 1958 ; and 

(c) maintain each month commencing from January 1959 an average 
aggrigate level of credit agaitlst the security of other foodgrains which 
shall not exceed the actual level of such credit maintained by i t  against 
the security of other foodgrains in the corresponding month in 1958. 

(ii) notwithstanding anything contained in clause (i) of paragraph 4 of " the 
said directive ", the limits granted by such offices or branches of the bank 
as have been opened on or after January 1, ,1957 shall not be taken into 
account for the purpose of computing the average aggregate level of credit: 



Provided that if the proportion of credit granted by all such offices or branches 
of the bank against the security of paddy and rice, wheat and other foodgrains to 
their total credit outstanding at such offices or branches exceeds in any month three 
times the proportion which the credit granted by its other offices or branches against 
the security of paddy and rice, wheat and other foodgrains bears to the total credit 
outstanding at such offices or branches, or 15 per cent, whichever is lower, that part 
of such credit accounting for such excess shall be taken into account for the purpose 
of computing the average aggregate level of credit. 

3. It will be thus observed that under the framework of control as modified 
by this directive, the minimum margin requirements at 40 per cent against foodgrains 
advances are continued as also the ban on extension or enhancement of credit in 
excess of Rs. 50,000 to an individual borrower. The ceiling limits on advances, how- 
ever, have been changed; advances against paddy and rice in each month in 1959 
should not exceed the levelpermitted to the bank individually in the corresponding 
month in 1958, subject to the condition that the average aggregate level of credit of 
branches in Andhra Pradesh and Madhya Pradesh in each month in 1959 should 
not exceed the level permitted to them in the corresponding month of 1958. 

Advances of bahks against wheat (except to roller flour mills) for each month 
commencing from January 1959 should not exceed their outstanding advances in the 
corresponding month of 1958, subject to the condition that the average aggregate 
advances of the offices in the Punjab should not exceed their outstanding total in the 
corresponding month in 1958. For this purpose, advances against wheat are to be 
considered separately from advances against other foodgrains. The exemption 
granted in favour of offices opened on or after January 1, 1958 in places within a 
radius of 20 miles of which there is no other scheduled bank office operating (vide 
D.B.O. No. Sch. 2210/C. 218-58 dated April 1, 1958) is continued. The exemption 
granted in favour of the other offices opened after January 1, 1957 is, however, 
enhanced to three times the ratio of foodgrains advances to total advances of offices 
opened prior to January 1, 1957. Similarly, the exemptions in respect of advances 
against pledge of receipts granted by the Central or a State Warehousing Corporation 
and in respect of advances to co-operative marketing and processing societies also 
continue. 
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