
FOREWORD 

 

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

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

controls of prices, wages a11(1 profits, st.eep enhancements in tasation wit11 
consecplcnt reduction in privnto incomes, regulation of production m r i  rationing of 
oon.mmption, and direct and indirect control of investment ant1 wvings becnio 
thc dominant fclrti~re~ of the world cconomic situation. Intcrnntional trado 
fiuffered furthcr comtriction and its dircotion ne well as character nnderwent radical 
alteration whilc foreign exchanga regulations wexe nltm made more stringent. 
Crulit wnfi diverted horn it8 normal channels to thc finance of armamentntt;, and 
pro(1ilction for non-military purpow way cut down in ordex to ri~nximiso the 
s~~pply  of war equipment. 

The vioinsitudes of the war airring the Scar under rcvicw dominated the 
world mi~rkot~, particularly thc financial, as is evident from the violcnt fluctuations 
in industrial share va111cs. Thus on Wall Strcct the price of United Sti~tcq Stccls 
ranged between $434 and $7G# whjle Tata Dcfcrreds on the Bomljay Stoclr flxchange 
f l ~ ~ t ~ ~ a t a ~ l ~ c t w c c n  Ha.l,GOO and Rn.2,282. The gilt-dga'i ruarkc*~ in Great Briteiu 
and Idis, however, showat grclrtcr stability parlly on account of the fixat.ion of 
~niuimiim prices and partly aR n result of the eanincss of money. Tho policy of 
~iutint~niniug cheap rnoncy conditions waa followod with continual sut~csu in thcsc 
two countries and it was found pomihlc to  r i s e  funds for the w:~r at 3 per cent. 
or less. 

2. The Unit& Stales o j  8.n~7ifx.- Thc ITnited Staten of Amcricrr progressively 
t urnd itficlf into " an ariicnal for the democracies." Jn hfarch 1941 the Lease and 
Lcnd Act was passccl under which  appropriation^ amoiinting t.0 $7 billions towarda 
aupplics of ruilnitions and food for thc Allios were made. A hngc proptnznlrno of 
national dcfcnco involving an expenditure to the extent of $16 billions was also 
iuitietod. In consequence, industrinl activity was ou the upward grade throughout 
the ycnr and tho Federal Rcserve Board's index numnbor of industrial product.ion 
(1933-25-=loo), which had falleu 126 in Doccmbcr 1939 to 111 in April 19*10 
rose to 143 in March 1941. Production in thc iron ancl eteeI, ructirl, ;t~~ton~obilo 
a d  aircraft industries, in particular, inlproved and in rrriny cnscR pnsscd the 1939 
lcvcls. Oming Lo inorcnsod internal and foreign dcrnnnd for goods, profits in 935 
industries incrcn~ccl by 27 pcr cent. from $1,825 millions in 1939 l o  $1,534 rllillions 
in 1940. The balance of tradc in merchandise rose from $810  nill lions during the 
12 months precmling tho war to $1,387 miIIious (luring Scpton~ber 1939 to August 
1 940 ; during the Fnmo period, exports to the Unitod Kingdom increased from $497 
~udions to $780 millions. The i d o w  of gold continued unabated and reacheti Ihe 
record level of $4,744 millions or 135.5 111illion ox. in 1940 as against $3,574 rnillionn 
or 102.1 million oz. in 1039. Thc index number of wholesale pricc~ (thc I31irmil 
of Lnbour Statistice, 1926=100), which had risen from 75 in August 1939 to 80 in 
December of that ycar, r e m i n d  rernerkahly stablo a t  that level till tho end of 
February 1941 but rose to 82 in March. 

3. Tfu? 7Jnilcd Ki,ydm.--4 review of wonomic conditions in the United 
Kingdom during tho year in largcly a survey of the economic and financial effort 
d e d  forth by the war. 



The rise in the daily war expenditure from M.7  millions in the f i s t  month of 
t8hc war tto f7   million^ in March 1940 and iurther to about El4 millions at the end 
of tho ycnr undcr rcvicw tzhown thc magnit.ude of tho burden impo~cd by the war 
on the country's resources. According to  ~tntifiticti j ~ u a i  by the British Trci~miry, 
onliuary revenue during the first twenty mont.hs of war crmountod to f2,264 
millions as agaimt; e t.ohl e~pen(1iCure of B,703 ~uillions and war cxpellditure of 
llCi,079 millions. Tncrmcd taxntion wns hipond inc:luding a 100 per ccnt. Exce~s 
I'rofits Tax, higher tax- on income, a purchase tnx and othex indirect levies. Thc 
gap of B,439 milliou8 between revenue and expenditure w o ~  c o v c r ~ l  l.o the extcnt 
of £1,712 millioun by loans and other savinp, and 21,727 nullions by floatiug debt,. 
With n viaw to providing for a Ktr;uly flow of Trwury bill issuo and mduritios 
following n prcccdcnt of t.hc last war, thc aut,horiCie~ introduced in July 1940 
a sy~tem of voluntary loans from banks in tho fihapc of Treasury deposit8 of uix 
months currency a t  li per cent. Mediumdatecl loans wero raised at bet.wcen 2 to 3 
per ccnt.. The Stock Exchsngc remained normal and the gilt-edgcd n~tirket also 
oontinned comparatively fitblo with 2; pcr ccnt. Consols varying betwccn £704 
and 84 as against £62 snd $ 7 e  in 1939-40. 

Comprchcnsivc cmcrgcncy lcgi~lation way paeed on the 22nd May 1940 
providing for t.hc fullest possible mohilimtion of thc nation's wea1t.h and labour for 
defence. lnteneivc  effort^ were made t.o maintain exports which, however, declincd 
 lightly to $413 lllillions in 1940 Iron1 f439 millions in 1939 nnd f4-51 milliona during 
the quinquelluium 1934-38. In ipod~,  on the olhcr hand, rose to  £1,100 lnillions 
from E840 miiliona and f857 ntillions rcsp~. ivcly  in 1939 and the prccoding qi~in- 
quenninm. The index num.ber of wholesale prices (1930-100 vide Statemcnt T) 
which stood at 98 in August 1939 rose to 129 in March 1940 and further t.o 151 
in March 1941. The cont of living jndcx (Ministry of Labour, July 1.914-100) 
rosc from If5 in August 1939 to 179 in March 1940 und 197 in March 1941. 

4. Japan.-China continu~~l IK a heavy drain on Japan's mtionnl wononly 
during the yt.ar. Shortagc of commodities mah as rice and sugar, lack of indimtrial 
rnw niatcrinlti and inadequate exports wero among thc wain problems mhich 
confronted ita economy during tho period. The nccd t80 build heavy wnr 
industries on the basis of inlportetl raw materials apparently told scvcxely on the 
country, espwiaiiy ae thc. war shiftd tha so~uc:c! of aupply lor these from Europe lo 
the Unital Statcn. Thc vrrluc of exports during 1940 amounted to 3,972 million 
yon &owing nn increase of one per cent. over the previous ycar, while that of 
imports rose by 19 per cent. to 3,700 million yen, leaving a favourablc halance of 
263 million yen as again& 806 million yen in 1939. Thc indcx number of induutriel 
~)r(xllrction (Oricntnl Rconomist, 1931-332100) which h d  rison from 173 in 1938 to 
181 in 1939 declined again lo 173 in July 1940. 

5. Gmnany: Tn Germany, war-time control of pricw, wages, c~nslllnpt~ion 
arid profit# nppcnrs to have been carrid to the utmost limit. Thc Rcich, which hnd 
been living on a war economy since 1933, further reinlorced its rawnn:cs by levie~ 
from occupied countries which wcrc oompcllcd to x1111mit to  Gemm economic, control, 
pcrrticularly of tradc and exchange. According to British official sources, tho total 
exploitation of the occupied territories in respect of clearing accounts amounts too 
R.M. 5,400 millions per yein and thc c o ~ t  of occi~pation to R.M. 750 millions per 
month. It wan in thcse conditions that the German Ministry of Finance annonncal 
that thcrc would be no increase in txiwtjng German taxes and that no new taxofi 
would be impoa~l ia 1941. According to  amilablc k u u n  official roports, the 



July to October to January to 
September. December. Nnrah. 

I. PRICE CITICES (Quarter-end figuree.) 

PoodandTobncco . . . . . . . . . .  112.8 127.1 117.9 
Othor -Agricultural Commoditica . . . . . .  123.0 201 - 2  151.5 
Raw Nakri~Is . . . . . . . . . .  109.6 128-8 125.4 
Xanufactured Article6 . . . . . . . .  121 -5  144.3 133.0 
Exports . . . . . . . . . . . .  61.0 77.0 72.0 
Importa . . . . . . . . . . . .  66.0 77.0 82 - 0  
Fixed Ybld Gorornment P&pm . . . . . .  103.8 111.2 116-i 
Varkblo Yield Industrisl Securities . . . .  1 11 . 4 130.7 129.1 

11. FIh'=Cm 8TATISTICS (Quarterly Averages).* 

. . . . . . . . . .  Chequo Clearing 164.7 210.0 221.0 
Absorption (+) or Return (-) of Currency . . +4.3 4-14.6 -i-3.6 
Scheduled &&' Uemsnd Litlbilitiw . . . .  140.1 1 8 5 6  146.5 

m ,, Time . . 106.0 101-4 108.2 
9, ,, Cnah & Ihlancen with thc 

b o r v e  Bank of India . . 2'3.0 44.8 4 . 4  

Iteme 1 to 4 (1)-Economic ICwupcw Board. Beso 10th Alynet 1039=100. 
Items D to 8 (I)-Monthly Snrroy of Businesa Conditions. Bnao 1927-28=100. 

* In eroree of Rupm. 
(a) h'ot areilable. 

April ta 
Junc. 

July to October to 
September. December. 

January to  
Bhrch. 



Thc wor~ening of thc wnr situhtion in the iirst quarter of the year causd n temporary 
mtbback to biusincm conditions but an irnprovcment set in d)ont Scptcmber 1940 
as a result; of favourable devdopmcnts and prospect-s of morc active assistance from 
America, rind thereafter indiist~rinl conditions showccl rr marked rccovexy mainly 
a8 u rcfiult of largc Covcrnmcnt wax orders. Tho purclime of war silpplics for 'ho 
nrit-i~h and othcr Empire ~ o v r r m ~ o ~ ~ t ~  in India a~no~lrltcwl to morc t h n  Hs.83 
crorcs by thc nliddlc of Janilary 1941. The dc!\rc!lopmcnts in the field of si~pply 
irnpartcd a stin~ulus to cxisting lndian htlustrics while ncw hdustricu wcrc nlso 
wt up for the prtdnction of a wide varict.y of storce thal hml hithorto bccn import.cd. 
Jndustrial yrofit~, according to an rtnnlysis of 4-41 conaerns, rosc t,o lts.24.32 crorea 
in 1940 as against. Hs.l(i.99 erorcs in 1939. 

Tho Calculla indcx number of ~ v l ~ o l c ~ ~ l c  prices (1914=-100 W'IEC! Str~tcmcnt I) 
nlovcdaithina narrowrange oI 114 (Jnnc and July 1940) and 123 (Xarch 1941) 
nR comparcnl with 100 (April 10319) nilcl 137 (Decenlbcr 1939) in t,hc previous year. 
India's cconomy, however, wns not e\rc!nly affwtcd by tho courw of thc war, as will 
b(! Fccn frou the jndicc~ of the prices of diffcrcnt groups of co~r~n~oditics given in tho 
r~bove table. Jn the mniu, ~ l i i l a  foodst& and other iib~ic~lltural products renlaincd 
rclati\rely deprcsed,manufaaturcd articles liko (:lath and kcrouene showcd a ri::c. 
l'riocm gcnertrlly t.urutx1 abninst thc agricoltiirifit from the ea:ond 11ii:~rtcr of the year, 
and thc probhur of thc ~urplua prcn1nc:tion of staple oon~modit~ics like jute, cotton 
i~nd ojbecda engaged the enrneyt irttcntion of tha sathorities, and various renledial 
mcnaurcs gu(:h ns altematc lwarkctfi nnd altalwtc arops, reduction in cullivatr~l 
acreage and storage wrre c:onrriilcrcd. A EG]I(!JIIC for the restriction of jlltc prtdnction 
was alro put into t2ffec:t. I n  the last quarter of thc ywr, howcvcr, tho impact of 
largc war orders on the general ccono~nic position b c p n  to have its effect on 
agricultural prico~ also, and thcro wm a gencral riso which was intensilia1 in the 
quarter iin~ncdiately following the ycar 1111clcr rcport. 

Thc following table give8 the compamt.ivc indices of t.hc prices of primary 
commoclit~ic,~ for India, the U.R. and the TJ.S.A., ~ 4 . h  the week ending 19th Ailgust 
1930 s~ the base, lor the 10 mont.hs enclrd March 194 1. 

\Ywh ending fimt HaCuhy . IndL.  U.K. 1T.S.A. 
of montli. 

June 1940 . . . . . . . .  116.6 
Jnly . . . . . . . . . .  108. I 

. . . . . . . . . .  AuguaL 110.5 
Snplambc-r . . . . . . . . . .  100.2 
Ouluhr  ,, . . . . . . . .  111.3 

. . . . . . . .  Noucmbcr , .... 
Deecmbor . . . . . . . .  116.5 
tTanuary 1 . . . . . .  118.4 
Fehninry ,, . . . . . . . .  111-4 

Week ending.. 
1 h 1 1 1  . . . . . . . .  108.6 
8th Much . . . . . . . . . .  109.1 
15th March . . . . . . . . . .  119.0 
22nd March ,, . . . . . . . .  113.9 
20th March . . . . . . . . . .  118.4 

Thc trend of wholede prices in India nnd the U.K. sincc the beginning of 
t.hc war to thc cnd of the ycar under revicw may be seen from Stntcmcnt I. Rxact 
cornparinon between thc two series is not possible, but t-hc contrast between the 
steady and marked rise in t.he U. K. and t l c  lips and downs in the Indian figures 



is notliceable. In  Tndin the initial spurt after thc outbmk of war nearly spent 
itsclf by thc following Junc, but s steadicr upward nlovcmcnt thcn net in, which 
has recently taken the index to thc pcnk level reached in Ilecembcr 1939. 

A gcncral rcview of comparalivc price trcnds fiincc t . 1 ~  outbreak of war 
indicstcs no tcndcncy of an nbnormul or inflationary rise in pticcs in Intlilr and the 
rise that is evident from the figures would appctu to be incidental to thc gcncral 
disequilibrium in production and trade caused by war conditio~ls. 

In the fillancia1 markets, gilt-edgd nccnritiw, afLex a setback during tho 
first quarter of the year, recovered in sympathy with London and remained very 
6leady thercaft~x. Monctary c~nitit~ions remained easy with thc inter-bauk call rat0 
at 4 pcr ocnt. in I3on1bay and 4 per cenl. iu Calcutta for tho grcntcr part td the p a r .  
Aftcr the collapse of France in Junc 1940 thcre was an increased demand for thc 
conversion of notes into coin mainly for hoarding pnrposcs, and this necessitated tho 
issue of a notifioition on thc 25th June 1940 by tho Central Covcrmcnt peualiaing 
thc acquisition of nlpec coin in cxccss of pt:rtronal or business require~ncnt~. Although 
this step reduced the outgo, there was still considcrnblc public inconvenience owing 
to Lhe lack of slnall change as a result of hoarding, and to  cnsc the position the 
Govcrnlncnt i a ~ ~ ~ c d  onc rupcc notcx in July untler Ihe Currency Odinnncc, 1340. 
In the sphere of banking, one of tho outstanding falures of the year mnfi t,hc 
reduction in the advances and bills of the scheduled banks owing principally to tho 
loss 01 important European markets. Miainly as a result of this and the desire of the 
bank8 to keep tlleir ponition mtne liquid than n o ~ m l l y  in vicw of war co~lditions, 
thcir bnlnnccs with tho Rcservc 13nnk in cxccss of the statutory ~rlinir~luu 
wcro considerably higher than in the previous year. 

Thc Eighth All-Tndin Ccnsu~ was hcltl a t  the end of Febn~nry 1941 nrld 
t,hough the fiml figures are not yet available it is cst.imntcd that tho total population 
of tho countxy will be o v r ~  400 millions. 

7. B u r n .  -Owing m a w  to a rise in iniports thc total trado of Hunnn 
increased by G per cent. fromHa.80crores in1939-40 to Ks.85 crort* in thc ycar under 
review. A strong demand for Bunna rice from Japan, resulting from the failure of 
tho crop in Korea,  mad^ up for the IOHLI of European markets. Thc prices of paddy 
ant1 ricc rr~r~inttiincd highcr Icvcl~ thnn for rllarly yczs  past. I3ilsincq.sfi nctivity 
in thc country gcuernlly increased as cviclcnccd by a r i ~ c  of 21 pttr cent. in the altlount 
of chequc clearance8 horn Rs.98 crores t.o H9.119 ororen. 



11. TRADE. 

8. Trade in the Prw& a d  in the Last War.-With the complction of one full 
year of war, as a general bwkground to this section i t  ia interesting t.o review broadly 
how trndo i~ reacting t o  war conditions now a~ con~pared with the firsL two yeurs of 
the I& war. The table below sm~utr iscs  the joint trade in xnerchandisc of India 
and Burma during t.he 6mt two years of war am1 thc quinquennium immediately 
preceding and compam the figures wi1.h those for the last war. 

(In ororea of rupeee). 
Average Average 
for five for five 
Y- 
ended 

years 
ended 

1938-39. 1939-40. 11940-41. 1913-14. 1914-16. 1916.16. 

I t  will be noticed that t.hc affects of the war on trado so far differ from t.hose 
of the last.. In 1914-15 tho immediate reaction was to  depress both exports and 
import8 and with thcni the balance of trade. The following yeaz saw a recovery 
in exports, but imports cont.inurxl to dccline, with the result that tho balance of 
trade improved substantially in India's favour. In  the prc~cnt war, the immediate 
reaction wan a considera1)lc fitiniulus to  exports and n slight improvement in imports, 
with a striking improvcment in the balauae of trade. During the year under rcvicw, 
however, the intensification and extcmion of the war brought into play factors such 
as the loss of the European markots, control 01 imports and exports and -scarcity of 
freight, the cornbind d c c t  of which was to ncutdise the gains of the previous par, 
almo~t wholly in the case of hporle. In  tho result, the balame of trado in India's 
favour declined, although i t  r e m i n d  considerably in acwa of tho average for the 
previous quinquennim. It mu& dfio be notid that t h m  figures do not include 
the large and increasing smoumts involved in Government war transactions. 

9. Joint Balance of Trade of I d i n  and B u m  &me the War.- -Tho following 
table shows the joint Balance of trade in meruhandise of India and Burma during the 
firet 19 montha of thc war as compared with a ~imilar pre-war period. 

(In cmree of rrrpces). 

Bkl.t?ment I1 shows t8hc nlonthly variation8 in imports, exporls and balance 
of trade in mcrcllandise of lndia and Burn~n separately as well ae jointly on a 
prc-s~parat~ion be&. 

10. B ~ ~ Y x  of Trade in Merchandise of British Jndia and Uir&ion of Trade.- 
Thc following table shows the more important changes in the direction of Tnclian 
trade and the balance of t.r;tde with important countries end groups during t.he last 
t.hree yeam. 



DIRECTION OF TRADE. 
(In lakhs of rupces). 

Exports of 
Indian 

merchandise, 

W n c e  
of trade 

(exaluding 
re-exports). 

Imports of 
foreign 

merchmndisc. 

Balance Import8 of 
of trede fore* 

(esoluding merohandme. 
rsexporte.) 

Belrnoe 
of trade 

(excluding 
re-exports.) 

Exports of 
I n h n  

merchsndiea 

U. K. . . . . 46,49 
.I 

Burma . . . . 24,35 

Ceylon . . . , 1,18 

Britid Empire . . 88.33 

European countries 
other thnn U.K. . 26,03 

Japan .. . . 15,41 

Total Trade . . 162,33 



A ~jgnificaut change is to  be iound in Inch's trade with the Empire countries 
which c:ontinued unhampcrcd by cxchange. restrictions. E q o r t ~  of Indian 
merchmdise to Empire rrlnrkets mso h i n g  1939-40 by 34 per ccnt. from Rs.85 
crorcs in 1938-39 to Bn.1,14 crorcs. There was a iurthcr improvement, to R~.1,17 
cr0re.a iu 1040-41. lVit,h iimyort~ frolrl E~npire countries morc or less at tho  pre-war 
level, thc balance of trade in favour of India stood a t  h . 2 1  croreu in 2939-40 and 
Hs.27 crores in 1940-41 colnpsred with (z negative balrmco of Rs.3.2 crorcs in 
1938-39. On the othcr hand, on account of ditticultim of 8hipment.a from Europe, 
Japan increased its sham in India's importa by 25 per cent. in 1939-40 
and by 40 per ccnt. in 1940-41 oomparetl with 1938-39. Exports of Indian 
merchandise to Japan, howcver, ehlnlped iu 1940-41 by 36 per cent. cornpartxi with 
1939-40. Conlicquently, the import surplus in tho trado with Jspan roee frorn only 
Rs.82 labs in 1938-39 to Hs.5-3 crores in 1939-40 trnd H~t.12-6 crores in 1'340-41. 
Jnclia's lradc with tho United State~tesof America alsodisclowd an unfavourable balance 
of He.l.1 croree in 1940-41, as against a favourable balance of Rs.12.6 crow! in 
the prcvious ycur. T L i g  was the rcsult of importe having more than doubled during 
thc yeax under revicw aa compared with the previoue year. Trttdc with the 
Cont.iuent of Europc has bccn brought prect.ically to a standstill. 

1 1  Cmnlodity Track#.- -The table below ~hows changes in 1.11~ value of muin 
conuuoditiev entcring iuto the foreign sea-bon~c trade of India. 

(In l n k b  of rypees). 
MPORTG 

Sugar . . . . . . . . . .  
Oila (vrgct~ble, rnincml and nuiod)  
CoLton (raw a ~ d  waste) . . . .  
Wool (raw) . . . . . . . .  
Dyen and colom . . . . . .  

. . . . . . . .  Mnrhincry 
Cotton (ynmn and mmofsrtuces) . . 

Incrcrrse (+) 
or l ) e c r e o  (-) 

uver 1H%t(4O. 

E4VORTB (including re-expork). 

lncmune ($1 
1938-39. 1YJ9-40. 1910-41. Or DCCW ( -) 

uver 1039-U). 

Tea . . . . . . . . . .  
Oila (vcgcbblc. u ~ u c r d  and Rniml) 
I j d 8  . . . . . . . . . .  
Cotaton (raw ~tnd wantc) . . . .  
Juto . . . . . . . . . .  

. . . . . .  Hidca und akin8 
Jlcbln . . . . . . . .  
Cotton (yar~w und mailufacturcu) . . 
d u b  (manufuctuna) . . . .  

1tnprt.s.- -The  value^ of imports of (d) wool, (ii) oils, (iii) dycs and colours, 
and (iv) cott.on, raw and waste, rcgistercd increucs, while dwrwirscs took placc undcz 



(i) p i n ,  pulee and flour, (ii) machinery, (iii) fiugar, and ( iv)  cotton yarn and 
mnnufactures. With n view to lnakiug thc b c ~ t  use of the tonnage availnblc nnd 
conacrviug forcip cxchnge, resi.riction~ on t,he import of some 68 comnodities were 
in~poscd in Mny 1940 and their number has recently bccn furthcr increased t.o 117. 

h'xpurlu.-Gotton yarns and manufactures registerid tho largest single 
iucrc!aac, T.&., Rs.8.5 crores. Jute (raw and wantc ns wcll as mnufacturea) and 
cot,t.on (raw and waste), however, dieclosal dwrcnscs of Hs.15.3 croren and Rs.6.0 
crores rcspectivcly. Under oil seal#, jpoundnuts ahowed a declinc of Rs.3.1 crores 
and Rs.6-!) crorcs compared with 1YJ9-40 mid 1938-39 rcspcctivcly. 

12. Quuntusn and Yn'ces.-Coniyarnti\-c indices for the clnanti~rn nnd 
price-levcbl of iluporta and expo1-t.u in rcspcct oi the iirst two ycam of this and the 
hs t  war arc givcn below. 

(Original base : 1027-88=100) (1913-1 t-100) 

Qoantnnl. Ricc- Qnnntum. Price- Qunntum. l'ricn- Quantum. Prico. 
lc-vol. luvul. lcvel. level. 

(Ryumn in bracket.8 show t11e pcl~cutngc rim or fall over Lhc prcvioue y a v . )  

Conlparcd with 1958-39, the price-level of imports during 1310-41. wns higher 
by nearly 27 pcr ccnt., and the index of cluentity was lo\+-er by nbout 19 per cent. 
An almost cq~lnl increase in the price-lcvcl of imports wu ohscrved in the corres- 
youding year of the last war, thongh the quantum of imports underwent n rr~r~ch 
rnorc drastic curtailment thcn. Aa regarch exports, the price-level dnring 1940-41 
appeaxed to I)e higher than in 1938-39 to thc cxtcnt of 30 per ccnt., and the quantum 
lower by 12 pcr cent. 

13. Tmh Agreemer&.-Thc agreemelit with Burma in tcrlnx of the 
Indo-l3urnia Trade Rcgllnt,ions Ordcr expirtd on the 31at March 1941. A xiew 
agreement was tligncd between the two conntries on the 3rd April 1941. There 
will be a theetlwkcr tariff arrangement nndor which the lowcst duty will be levid on 
Indiau g o t d ~ ,  n higher one on Empirc goods and the highcut on foreigu gootls. Tho 
yriluary objective of the ttlriff inlposition is the raiing of revenue. Burma oxpects 
to got about Xs.l.5 c:rorcs including the cqbort duty on ricc from the tarX 
chnnges uis& India. 

At the Ceylon Covernment'a request, trndc  negotiation^ were started with 
t.hat country in November 1940, but. thwe proved inconclusive. India hnd rr 
favour~~blc trade balancc of Ru.5.1 crorcs in re~pcct of Ceylon in lW0-41 with 
imports a t  Hs.2.i crorcs and exports at; Rn.7.3 crores. 



14. 1 r h d  Trade.--The following bble shows the quantity of inland trade 
in c e r t h  important groups of articles since 1934-36 :- 

(In thouaanda of mnunds). 

. . . . . .  Coal and coke 

Cottou, rtlw . . . . . .  
Cotton piecegoode . . . .  
Qmin, puLse & flour . . . .  
llidw & &ins, ra7p . . . .  

. . . . . .  Jute, raw 

G u y  luge & cloth . . . .  
Tron end &eel bare, &OOLB, ek .  

Oilwx& . . . . . . . .  
Sugar . . . . . . . .  

India's h d  trade during the ycar undcr rovicw dcclincd compnred with 
the previous yeat., laf; wrba larger than in any ot.hcr year since 1933-34. y le  
1)riut:ipal coluzuodity groups which showed dec;rr,ases wc?rt: c:oal and coke, grin, 
pulso and flour, and juk  and oiheedn, whilc plight incrcascs occurrcd in cotton 
pieoegoocls, iron aud &el and Rugar. 

The poee eaming~ of tho Stab-ownd Railways and the number of wagonn 
loaded daring cooh ycar siucc 1937-38 are given below. 

(RE. cmrcs.) (in thousands.) 

Tha gram earnings ILA well aa the number 01 wagons loaded ehowed an increase 
during 1940-41, and were the higheat since 1929-30 and 1938-29 respec:tiveIy. The 
riRe of l(8.13.17 crores in ewuhgs in 1940-41 ww rnninly duc to  t.hc incrcnnc in 
freight rates referred to nhovc. 

16. Bahlce of Trade i~ M e r c 7 u ~ ~ b e  of I3uwn.a.--With  import^ at Rn.29.6 
orores and exporttr at Rn.55.R worm in 1940-41 as compared with fis.26.2 crorcs 
and Rs.55 arorcrt rcupoctivcly in the previoue year, Burma's Iavourable balance of 
trade declined by Hs.4 croree to Rs.28-9 ororw. Thc following table, ml~ich is 
reconet.ructed iron1 t.he data pu1)litrhcd in tho nurma Trade Journal, gives figurc~ 
for the sca-borne trlrdo of (1) India and (2) Burma with other foreign countries on 



a prc-separation bash for the period 1938-39 to 1940-41 aud reflecls the incidence 
of war conditiom on the foreign Lrade of the t,wo count,rjcs witoh othcr nations. 

(In moms of rupccs). 

India Burma. Joint Indio. Burw. Joint lndia. Hntma. Joint 
t d e  l a d e  trade 
d of of 

India hdio India 
and tmnd and 

Bunna. Burmu. B u m .  
Exports (including 

ro-exports) . . 1.68 22 1.80 2.00 22 2,22 1'81 27 2,08 

Imports . . . . 127 10 1,37 1.34 11 lJ.5 1,2R 11 1'39 

 export^ from India to ioreign countries ot.hot thnn Burrna cshowwl a rise 01 
27 per cent. in 19394  but only of 15 pt.s cent. in 1941)-41, conpard wit:h 2WW-39. 
Imports into India from countries ot.hcr thim Bunrul alter rising by 6 per cent. to  
Hs.1,34 crorcs in 1939-40 receded in 1940-41 to tho lcvcl of 1938-39. On the other 
hand, Burma's cxports to countries ot.her than India, which in 1939-40 had rcnlained 
a t  the levcl of the prcvious ycnr, rose Ly 23 per cent. to Hs.27 crores in 1940-42. Tn 
reg& to imports, Burma fihowcd a slight increase of H R . ~  crore in 1939-40 which 
 ma^ 111einttlind in 1940-41. Burnia'~ uhurc of tl~c! joint balance of t , rdo in 
merchandise, after a mall decline of 1Cs.l crorc to  Rs.11 r:rorc!n in 1939-40, rose to 
He.16 crores in 1940-41. I-)nririg the three ycrtrs 1938-39, 2939-40 nnd 1940-~il 
Burma's share of the joint ba1alanc.c of trade sl.ood respwt.ivcly a t  28, 14, and 
23 pcr ccnt. 

16. Ind~Bumza Trade. -!Chc following hbIe gives a summary of B m ' s  
taradad with India and also shows hdia's sharo in Tlurnra's forc?ign trde. 

(In lakh~ of Rs.) (T, Llo b o d  foruigu trada) 
Exports to Indim (iucludiug re- 

export~) . . . . . . . . 20,35 81.M 38,G8 38 41 34 

Expork to othur funigu colurLrica 
(inolurling re-expo*) . . . . 32,lti 21,QD 26,8R 32 27 31 

Imports hum other foroign onun- 
tricu .. .. .. .. 9.60 11.17 11'03 14 14 13 - - - - - - .- - 

ToU forciga trade . . . . 6!).2H W),%1 %,09 LOO 100 100 

blunw of trA with India . . -1 - 15,17 -1.19.07 + 10,06 
Balance of trude with othcr forcign 

countries . . . . . . + 1 2  +10,82 .I,l;i,8'2 

Bwus's exports t,o Iadin rrft,cr rising from 35 per cent. ol the tot.al 
foreign trade iu 1938-39 to 41 per cent. in 1939-50 dcclinai to 34 p!r cent. 
in 1910-41. On thc othm hand, imports into Burma of Indian tnerchmdiso 

11 



roee steadily from 10 per cent. of the total in 1938-39 to 18 per cent. 
in 1939-40 and to 22 per cent. during tho year under review. The result has 
boon a decline in Burrua'n favourrrblo balance of trade visa-& India to only Rs.10 
crorcs in 194041 compared with Hs.19 crora in 1039-40 and Rs.15 crorcs in 
1938-39. During the year, Burma extmdcd thc cxport duty of 2 annas 3 pies per bag 
of 80 lbs. of rice with effec:t from thc 1st -January 1941, on exports of rice to 
India. m e  duty is cxpccted to yield Re.50 lakhs in a, full ycnr. 

17. IJroducfion of Gold. -The estimated production of gold in India and Bunut 
in 1940 amounted to 289,000 and 1,032 fine ouces  respectively, as coruyared with 
316,000 and 1,206 fine ounces in 1939. Thc toluI prodaction of thc two countries 
during the decade ended 1940 wax 3,2:17,000 ouucos, or 1.2 per cent of the total 
world (excluding U.S.S.R.) production of 275,281,000 ounces during the same period. 
The a~llrud world production has steadily increased horn 19,404.,000 finc ol~nccs in 
1930 to 36,713,000 in 1940, to which the British Empiro contributed 22,077,000 h e  
ouncee or 60.1 per cent. Thc inflow of gold into the United States duriug the sixteen 
months from thc beginning of war to the end of December 1940 au~o~intoti to 1S(i 
lllilIion ounccs valued a t  $5,800 millions, being highcr thnn tho figurcs for any 
corrospondmg period in the past. Of this, 14(i million ounces valued at $5,100 
millione were added to the monctay utocks nnd the remining 20 million ounccs 
valued at $700 xuillion~ wcro cnrmarked on foreign account. The gold reserves 
of the Unitcd Stntcs Treasury increased thus to 639 million oi111c:cu vali~crl u t  $22 
billions at the end of 1940, as cornyard with 5O4 million ounccs valucd a t  $18 
billiona a t  the cloxe of the prcvious ycar. 

18. I'm'ce of Gold.-The pricc of gold in the United IClngdom and the Unit.ed 
States of Au~criw rcrnaincd unchanged at 168sh. and $35 per fine ounce respectively. 
Rtrrtcmcnt IV shows the higheat, Iowest and avnragc pric:c.p of gold in London and 
Bombay for each mouth ae well as the 8tot:ks of gold in thc Bombay market nt tho 
end of each luonlh of thc year ilndcr rcvtcw. The table below gives t.he highest, 
lowest aud avexagc pri(:m of gold in T~ondon and Bombay durillg the three yertrs 
ended 1940-41. 

P ~ i c a  nf gold in J,ontlon l'rice of gold in Uolnbdy 
per tine ooncc. p r  tolu. 

Year. 
Highest. Lowcat. Avcragc. Uighoat. Lowest. Aver~tgc. 

The main factore affecting the price of gold in India during tho yonr woro changos in 
thc war situation from timo to  t in t ,  thc state of demand for hoarding or investment, 
and export demand. During the first five month of the year, the market experienced 
erratic fluctuations mostly in accortiance with ~novcmcnts in tho frcc ~t~orling rutc. 
Tho price of gold occasionnlly roso above export parity owing mainly to demnnd for 
hoarding. A feature of the year was the heavy demand for eovereigns which were 
quoted at a premium. Iu March 1941 thc Dcfcncc of India Rulcs were fiirt.hcr 



amcnded so as to prohibit thc taking out of India of gold in any form without tho 
permission of the I l ~ ~ c r v c  Brink of 'India. The object 01 the aniendment was to 
prcvcnt smuggling. Tho prohibitiom on t,hc import nf gold in m y  foml.nndcr the 
Scn Custon~s Act coiltinuecl. Int.orna1 transactions in gold rcnuinod unrcstrictoil. 

T l ~ c  avcrtgr. price of goId was highcr during 1!140-41 than during lV39-40, 
bcing Xs.42-7-11 as against Re.39-14-7. The spread between t.he highest and lowc~t 
yricr~ widened further from R~.fi-15-0 in 1939-40 to Ra.8-5-6 which was the highest 
during any year sirrct! 1931-32. 

During April the mnrkct was comparatively ~teady and prices movcd witlib 
n narrow range between Hs.42-7-0 and R~.42-10-6. I n  May, with a worsening of tho 
war  itn nation and a sharp depreciation in frco fitorling as quotad in New York, tho 
ready price of gold rose rapidly and touched the unprecedented Iovcl of Rs.48-8-0 
on t.he 25th. Therc was n rcaction on realisation of the limited significance of the 
crosfi-nrtc in N e w  York, and the pricc rccodcd too Rs.43-6-6 a t  the end of ,May. 
Italy's c n t y  into tho war p u h d  up the price again to Rs.46-8-0 on tho 11th June. 
Thereafter, however, owing to a coulbinstion of factors, &z., the signing of the Srmis- 
ticc hetween France and Germany, tho incrcasc in insurance raten and the closure 
of tho port of Boirlf)ay to shipping (as a t e m p o r q  measure), the rcady pricc dcclinod 
contilluously nntil it toucher1 bottom al R8.40-2-6 on the 29th June. A st,c.adier 
tendency was witnessed during July and Auguet, and the rate rose to Hs.43-3-0 
on thc 27th August. For tho most pnrt of Scptcrnber the rate renutined abovo 
cxport parity. During the following four months, October 1940 to  .January 1941, 
thc markct was (:ompinatively fret, from widc fluctuations and tho q~iotntion rangcd 
between ICs.41-6-0 and Rs.42-4-3. From thc 15th February the rate gradually 
moved up on epccuhtive buying induced by intornational dcvch)pmt!uts and at.ood 
nt  Rs.43-11-0 at Chc (:lose of the year. 

Statexllent 111 gives the f i p c s  of transnct.ions on privcrtc account in gold 
since 1000-01. 

19. Assaying atw! Refiniy of Cold.-Tho quantity of gold re~eived irom the 
public for melting and a.wying at  the Bombny and Calcutta Minta dmlin~d in 1940-41 
to 1,878,103 and 307,519 tolas respectively i ro~n 8,588,054 and 892,776 t o l a ~  in 
1939-40. Thc quantity of raw goltl recaivd lor refining a t  the Bombny Mint wna 
also lower a t  880,865 tolas as against 926,621 tolns in 1939-40. 

20. P~ro1.lwdio.n of Si1tm.-The followjng table shows the quantity and valuo 
of silver produccd in India and Burnin during thc thrcc ywrs ended 1940 :- 

Qn;mtit.y. Vrlne. Qnantitp. Value. Quantity. Valuc. 
02. He. OX. Ha. 02. ' It.5. 

Burma .. .. 8,920,000 68,83,184 6,175,000 75.83.538 5,745,O(W) 78,Btr.'J32 

Total . . . . 6,942.!295 R9,13,001 0,107,740 76,16,870 6,760,808 77,01,863 

It will appwr from t,hc abovc figncs India contributes an insignificant 
proportion to the total output of silver of India and Burnub. Burma export-s 
practically its entire output., mostly to India. 



Tho &imntcd world prodilction of tiilvcr touchd a new record amounting 
to 278 nullion ounccs in 1940 na coinpnrcd with 264  tii ill ion onnt:eA in 1939 and tho 
previous pcak outpub of 274.7 million olulccs iu 1937. Tho total holdingtl of the 
IJuitcwl Stntes Treesl1r.y a1 the end 01 1940 wcrc estimated at 3,135 million ount:m. 
Of tbifi 203.1 n~illioi~n wcrc ddcd dnrir~g Iho year uuder review, being the smallcut 
acquisition d~uing any ycnr fiincc t,hc iil~titut ion of thc Silvcr P11rc:hane Programme in 
1934. 

21. P&(! of 8ih.h~. Statcmcnt, V ~hows thc highc~t, Iow(?sL ant1 average prices 
ol bilvcr in BomI)aj*, London nnd New York and thc stocks of silvcr in Bombay for 
tach mouth during 1940-41. The table below gives t.he high& and 1owc.d prices of 
~ilvcz in Bombay, Lontlon and New York during tho thee  yenru enclcd 1940-41. 

Price in Hornhv per Yrita i t ]  lnndon l'rice in Ncw Pork 
100 tolrs. per standard onnce. per fine ouncc. 

1IifihceL Lowcab. HighcsL. LowcsL. Highest. Jhwest. 

Re. a. p. Re. s. p. d. d. b t s .  Centa 

1038.30 . . . . 53 1 B 18 2 o 21% ~n-nlle 42# 421 

1033-40 .. . . GG 4 0 41  7 6 2% 16-1/16 42.) 341 

1MO-41 . . . . 61 13 0 51 10 0 2% 20) 31-4 uf 

Thc nvcrqc prioc of ailver during lhe year under review wa8 Rs.62-0-10 in Bombay, 
22-13/16d. in T,ondon nnd 342 c:cntr;. in Ncw York. 

Owing to war-ti~nc regulation of t,ransactions and prices, t,hc fiilvcr ~uarket in 
tshc 1Jnit.d ICiqqIo~n autl Iutlia r emahd  practically isolated from outside influonmi. 
Thus the rcjcction on thc 18th Jilnc 1940 by the IJnitcrl Statre, Senate of the Town- 
ticud Bill seeking to repeal the Silver Purchase Act of 1934 had no offa:t on the course 
of pri(:cs iu lhe London market. Mter clropping on the 5th April to  20id., the 
lowcst q~io:.;~tion cJiiririg the yoar, Ihr! price of silver in London steadied as a rcsult 
of a clemn nd front B O I ~ I C  (:oil ntrics for c:oin;tgc pirrponetl. the Iurther deprecia- 
Lion of free st,crling in Ncw Vork in May, it hccanlc profitable for Americans t.o buy 
silver in London aud ship it to n'cw York. This nrbitrngc activity rai~cd the London 
price ol silvcr on the 16th May to 23&l., at which rate the Indian Govcrnrncnt had 
bccn m'lling lo offer bar ailver for sale in the London mazket. II.'ith a vicw to 
preventing silch fihipulcntx to New York, the Board of Trade prohibited with d c c t  
Iro~n the 18th Hay thc e.xprt of fiilvor cxccpt undcr liccncc, and thc price declinedto 
21-3/16d., on the 22nd May. Thereafter, except for some coinage ordor~ in .July 
tho volunlc td busincw tleclinetl ~tea(lily, Ihe lack of hteresL on tho part of Indian 
buyers c~nt~ribut~ing t80 tho dcclino. nilring thc rcmrzining part of the year the 
u1~rkct renlnined fcnturclc8s and fliictuntion~ were confind within narrow limits. 

In the UILiled Sla(efi, the Treasury maint.irined its buying rate a t  35 cents. The 
New York ' offiaial ' pric:e remainai uuulterecl at 349 cents., except on two occiuionr; : 
on tho 28th Blny and t,hc 3rd Junc thc price row to 35g and 3 5 i  aculs. r~a-pectively 
owillg to a littlc buying from India conscquent upon the c-ming of in~port retjtrictions. 

In thc fiilvcr r~iarkct in Iutlia, thc downward trcnd observrxl a t  the closc of 
1939-40 continud in t,hc beginning of April, and tho rcady prioc fcll on the 3rd April 
1.0 lts.54-10-0, the lowcst. lcvcl of t.hc year under roview, and was s~ipportwl by 
Rcxcrvc B;tr~k poro11ant.sloa (:ovcnultnt it(:(:ol~nt. An in the Londonmrket, arifiing 



t.cndency set in nft.c.r tthin and besame particularly pronounced in May ; the ready 
rate roetl steeply to  1Zs.M-13-0 on t.ha 27th May, being t,hc highant for the yenr. In 
dnnn, thn u~arket bclrajped an nnccrt.nin ontlook. The tzpcount.ry tlcwnd, nlninly 
for ho:lrding purposes, rosc Irom 6,963 bnrs in May t.0 12,990 bar8 in .Tuue. Thc 
rcsdy price, which clolscd at  Rs.61-6-0 at the end of May, moved up t,o Rs.64-2-0 
on the ll t.h June. After n tcnqborary reaction the matkct continued steady d ~ r r i ~ ~ g  
tlhc following three months-July to  Scpt.cmber-the rcady prico varying l~et~wccn 
H.rs.G4-3-0 and Rs.61-9-6. In  Oct.ober, owing mainly lo a shrinkage in npcountry 
clemmd and renew4 PCIL(:C ruIuours, tlic ready prico dcc:linod nnd wns quoted nt 
Rx.60-2-0 on the 4t.h Novcinbar. Therealtcr, the rnto t cndd  to rife grndnally 
owing t.o I.h1! pc?rsistence of upcoairt.ry don~ancl. Uy the 24th M~~rch,  t,he ready pricc 
had r i~cn t o  Rs.63-12-0. At t.his st.;~gc the Reservc Bank rcsumcd nalaa ol silver in 
Bombay on Covcrruuer~l account. This, con1binet2 wilh the issue by the B a d  of 
licences to import fiilvcr from New York, helpd t,o case the poeition, and t,hc rat@ 
r ~ c d a l  lo Rs.63-2-0 on tphc 29t.h March. 

8trrtomonti  give^ lhe quantity and valuc of transactions in silvor coin and 
1)iillion on private as wcll nx Covcrmnent account sinco 1.900-01. 

22. Assnyiy and Rfji~aing of Silver. .The quantity of silver rcccival from 
the public for n~clting and awaying a t  the T<oml)ay Mint in 1940-41 dcclincti lo 
286,666 tohs fro111 6,068,807 tolan in 1939-40. Thc qi~antity received for rcfining 
a l ~ o  ehowcri a dccrcnac fronl 14,819,539 to 3,G6G,G62 tolas. Tha quautity of silver 
rcccivml for melting and assaying at, the Culculta Mint during thc y c;Lr was negligible, 
being 24: tolan ollly a~ against 4,317,418 tolns in the prcceding ycar. 

IV. EXCHANGE AND REMITTANCE. 
23. Er~:hangc.-The 13ombay ratcs for T.T. on Lonlon for each month of t.he 

ytar u d e r  revic\t- nrc givoa in Statement VIT. The ~lerliag exchange ninrkct 
rcruaind ~t,eady t.hrougl~oiit tho ).cur, with t,he fic1lc.r~' cluotal.ion ior ready T.Tu. 
for mnrchaat business nt lsh.  5-:)1/32d.. Lill the 29th Mnrch 1941 when the rato 
was lowor~l bo lsh. 15/1&1. on iiicrc~itseti inquiry for rcmitt,ai~c:t: c;o~nbinai with a 
Gcmpornry si~orbagc ol export bills duo t30 1:u:k ol frcight. To rcassurc the. market 
the Rcserva nnnk ;~nnonl~ccx\ that it was prcpuetl t.o sell sterling cover a l  
lsh. 5-31/32d. for dclivory tcr~dy ant1 up to three days forwar~l. The amount thnt. 
actually h;ul t o  bo sold was negligible. 

The Bank cont,i~l~lcd t,o 1)uy sL.erling both rcady and forward up to six lnonthfi 
at 1 d .  firl. 

Btat.emcnt VIT crlno givcs the hjghcst, lowest and avera.ge clollnr-sterling 
mtns both in Loncloll and New York and the rntm for T.Ts. on Ncw York and Rohc 
in I l o ~ ~ l a y ,  for each niont.11 of t h  year 1940-41.. Tho 111ovement.s i.11 the rupee-yon 
rate during the f i s t  five months of t.l~c! year correspond roughly to 1.110 fIucLuations 
in the frm ~tcrling rate. 

24. Purchases of Slerli~g, and Henittunces. -Statc~u(*nt VIII ~hows the net, 
purchsscs of nterliug by the Ranlz 11lont.1~ by month dmii~g 1940-41. ale halallco 
of l r d c  rc~naincd fnvoi~riil~lr! thor~gl~out and the Bauk wab ablc t.o purchafic ~tcrling 
n~noiinliug to $57,083,000 lit, :in avtrage rat.0 of 1sL. 6d. PY co~npared with 
f172,696,000 nt an average rate of I A. 5-63/64d. during 1939-40. The amout 



purchaficd in April w a ~  S!2,314,000, thc lowest in any month during the ytnr. 
Thcrcafter the purchnms excetxl~d £4 millions a month cxcept in .Ji11y and Octobcr, 
whcn they amonntcd to 23,824,000 and f12,735,000 respectively. Thc amoilnt of 
s*erling aoqnircd from thc lat 8eptember l9:19 to the end of the year undcr review 
aggregatd f121,804,000 of which 227,173,000 was purr:hnscd a t  an evcrnge rate of 
lsh. 6-63/64d. ar~rl 194,631,000 at nn avcmge ri~tc of lsh. 6d. During t,hc 
correfipontling ninetccn mont,hu preceding l h c  anr  the purc:hascs of sterling by tire 
Bank totallcd f42,900,000. Tho Bank also sold fR5,000 in Narah 1941 t t x  

indicntcd in the foregoing paragraph. 

Govcrnmcnt's rquir~nicnt~s in rcspa:t of ut,crling remittances duriug thc year 
were morc than offhet by thc nn>ounts which it received horn tho British Govcrnmor~t 
for war cormnitmenta. The budget cstimntcs for 1940-41 were £114 milliona as 
against au avt!ragc off30f miIIionn (ac:turrle)for the prccding four ymra. Yapenta  
received in thc U. K. on accoiint of war expenditure incurred by the Goverluncnt of 
India on bchalf of His M;~jcst,y*y's Govermcnt nnd supplies yilrchnsed in India for the 
British Government nmounted bo £83,3375,000, as again~t the rcquircmcnts of thc 
Secretary of State and thc! High Comnlisuioner lor India and Bur111a which anlonntcd 
to £23,855,000 (f580,000 for Burma). The nct refund madc by tho Secrctcrry of 
Statc for Indict and nutlnn thus anlountcd to f98 nlillions. A ueL rcfund of £26 
millions ie est.iruatcd in the budget for 1941-42. 

V. EXCHANGE CONTROL. 

25. Developnmts in Exdzuqe (?o&rol.--Cont.rd of ffocibm exchangc! t r m ~ c t i o n s  
in lndia and Burma contin~~cd tjo be exerci~d by tho Exchange Control IIeparLmcnt 
of the Reserve Bank of Indh through niodium of the a ~ ~ t h o r i s d  dwlcrs. 
All countries in thc nritish Empire cxccpt Canada, Ku'awfi~undlnnd and Uongkong, 
the mandated territoriea, Egypt and Iraq were jnc:liidcd in one c~~rrcncy group 
known aa the stcrling arca. l3ctiween these count.rics remittances wcro sllowed frccly, 
whilc strict cont.ro1 was cxercieed ovu rcmittnnccs from the stcrling area to nny 
country outside it. During the ooursc! of tho y a r  the etezling nrca was inorc;rsed by 
tho inclusion of thc Tielgian Congo in Jnt~uary 1941 and tho Free Frenoh Colonies, 
Iceland and thc Faroe I~lamln a t  t.hc end of &I.~rrrch 1942. 

Essential uniformity of control and collnboration bcttvccn thc territorim 
comprising the stcrling ares was ~cc:urd by tlie B s d  of England aftm issuing its 
own exchango control regulations for the United Kingdom, acivi~ing the varioun 
exchange controls in thc diffcrcnt countries of any new measures in~tituted 1.0 cnnble 
these countries to iwuo corresponriing orciors with variations t o  suit local conditions. 
The Bank of England also mangcd to supply forcign currencie~ from its own 
resourcm to  any Empire control or to any authoriaod dealer in forcign exchangc 
belonging to  any Empirc control but in return any surplus foreign currency procccda 
acquired by any county in the sterling area had to be delivered to  it. 

The cxchange control regulations issued by tho Reserve Bank at the 
outhreak of war were on thc lincs of those enforced in the United Kingdom and wcro 
mainly directed to conserving foreign exchange by Linliting rcniittances except for 
efl~ential purposes. In  India and Burma, remittances involving transfers of capital 
were sevcroly restricted, but gcnoral permission was given to authoriscd dealers in 
forciga exchange to mako snles of foreign cuncncy in paymeut of imports. Reanon- 
able facilitiem wcro given for rtmittsncm of s private naturo, including t.r;lvclling 



expcnncs and for other trade purpoees subject only to the condition that rclnittc~*a 
hnd to mtisfy the authorised deaIers through whoui they 1r1iKt0 rcinihttnnccs By 
documentary or other evidence Lhat the uloncy wafi bcing used for the purposes stated. 
With regard to exporte, Defence of Indin Rulo 91(3) st.ated that no person hl Brit.inh 
India was pcrmitttd to  acquire foreign exchange but beyond that, no ~t.cps wcrc 
tnkcn t.0 ensure that in 811 cases the foreign currency procccd~ of shipments wcre 
returned to India or that exyortn werc finrrnccd in any particular way, except that 
cextain restridions were plnccd on the drawing of s t e rhg  b i b  on p l a c : ~  outtricle the 
Empire and shippers were advised iusteacl to draw their bills in forcign currency. 

26. ' F7m ' Sterling.-The Bank of England had fixed rates at which it was 
prepared to  buy and ~eLl various foreign curreucies, of which the most important 
were those of tho United State* ant1 thoee co~~ntries whoac uurrcncios wcro freely 
convcrti1)le into U. 8. dollarn, viz., 8witxcrland, Netherlands and Belgium. These 
were known as tho ' hard currency ' countries. The rataoe quoted l ~ y  L11e Bank of 
England, however, only applied to dealings in &he United Kinglorn ;tnd in thc Empirc 
countrien, nnd operal.ions in Ncw York and ot.hcr outside rnatkcts wcre not restrictecl. 
The rate8 in the out~idc market for sterling, known as the ' free ' market, f1uctual.d 
widely, being affected m much by political contlitiom airnonetmy trcndx, rind ~tcrling 
there wan ~ o o n  quote~l at a diwoi~nt. Owing t o  thia diwount on fltcrling in Ncw 
York it, fioon ?)marno nlorc advcmntngcoua to sol1 Rmpirc oxports to  the Unitcd States, 
or to t,he other ' h d  curroncy ' countries, on a sterling basis than i t  W R R  to sell tho 
goods on a foreign currency basis as tho foreign iluporter was able lo buy 
11in ni.exling cheaply to pay lor his imports in the ' free ' xtcrli~q market. Irltlia 
took advantage of t11iu rliffcrcnoc in rates and thc 1)ulk of Yndinn shil~nicntn to I hc 
United States for the fir& few mont.hs of t.hc wtu was hancecl through the zuedin~u 
01 sterling bills on London. Hupee-dollar tramolions were forbidtieu aL olhes than 
t-110 basis of the ofIic:ial London r;~t.ca, ;~nd by rm ctb~conicnt with t,hc Anlcrican 1)i~11lix 
t-he rupee ratc in Ncw York was quoted on the same bssifi ss t.hc dollar in Itidin, 
and no ' free ' markot in rupees was allowed Lo develop. A3 the sterling r8t.c in the 
~frce '  market depreciated the rulvantages of hanc;irq: trade with the U.8.A. lkougll 
fitorling incrcasd 111ltil a t  onc stage whcn t.hc dcrling qnotstion in Ncw York fcll 
t,o 3-20 against t8hc officilrl ratc of 4-03;,  thc cliffcrcnco bcoainc c a ~  much as 110%. 

27. Export CmzlroE.--In order to put a ntoy to  this lotie of foreign exchange 
caused by the finance of Xmpiro exports in ' frce ' sterling tllc nanlr of Englimtl 
ju l rducd  at thc end of Xarch 1940 an export controI rrystem covering certnul 
commodities whcrc1)y their export to thc 'hard currency ' cou~ltries was not allo\v~l 
udeas the shipper produced satisfactorg cvidencc that hc waa rccciving hard ourrcnoy 
ant1 not 'free' s t e r l q  for his ehipment. Similar restrictions were sin~ultaucously 
imposcd by other Empire Control Boatde. In h d i a  inhe colnruodities aiFated wcrc 
jute and rubbcr, and fihipmcnta of jute and nlh1)er to any of the 'hard currency' 
countries were thereafter only allowed provided tho cxportcr financed thc mhiymt!nL 
by a method which would ensure that not only that full 'hard currency' procccdn of 
the gootle were: rexeivd but t.haL Lhere could be no question of exporters retaining 
khc sale procccds of thcir goods outnidc the Empire. Shipments were pcrmittod 
against direct. remiM.ancw in the currency of tho count8ry of dcutirntion of thc gootln, 
or againsL bills drawn in the appropriate 'hard currency.' The drawing of stcrling 
bills on the countpry of dcstinntjon of goods w1iit:h aoultl be paid in ' Ireo' ~terling was 
prohibited, but sterling bills on London wcro still pormittrd providctl t h  cy were tlrawn 
under letters of c r d L  wLch were registered with the Bank of England and which 



bore a clause to the effect that tho sterling provided to meet the b& at maturity 
was obtained by tho a10 of U.S. dollars to the London Control. Finance of exports 
in rupees was also allowed provided satiefactory evidence wan ~hown that the rupees 
were provided by the foreign importer a t  official ratm and were not remitted through 
the fiee sterling market. In  Juno 1940 this export cant-rol echeme was extended to 
oover all commoditioe shipped to the U.S.A. and SwitzerIand. 

28. Chmgea in Eqmt  Finance.-An interesting rcault of tohe new reqplatione w a ~  
the largo increase in the volume of exports financed by bilI~ in foroign currency and 
tho fall in those financed under London sterling credits. Aftor the collapse of France 
in June 1940 faat air mails to London c a d  to oporate, and exporters found it more 
eatisfactory to draw their bills in U.S. dollars nnd have them sent direct to the United 
Statea. Although i t  would tippar that it was the ceseation of air mails that caumcd 
this ohang in financial methods this factor alone would probably not have led to 
much chango in the old established Indian prad,ice of financing exports by b i b  
drawn on London, if the financial advantages that had previousIy l a b  in the sterling, 
bill had not been removed by the export control regulations. Indian commodities 
that wcro  old to  the U.S.A. through the medinm of London mercbnt honsee or 
brokers were still financed in the trditionnl manner by sterling bills on London, 
but the bulk of direct bueinesu iR now done on a U.S. dollar baais. Three graphs 
are given on the next page showing the trend in export hanco  for the 'hard 
currency' conntriw, other non-Empire countries nnd a combined total for all 
non-Empirc countries during the period April 1'340 to  March 1941. Exports to 
Afghanistan, Iran, Tibet and A d )  S t a t c ~  me not included, as these are largely 
financed by hundies and barter, which do not permit of easy claeeifiwtion as in the 
caee of trade which is financed through banks. 

Graph No. 1.-Covers exports to  the U.S.A. and its dependencios, tho Philippine 
Ielands and Switzerland. h exports to Switzerland aro ncgbble, this graph may 
be taken a R  rcprwcnting transactions with U.S. dollar countries onIy. 

Graph No. 2.-Covera cxports to all countries out~idc thc Empire and which 
are not covered by thc Export Control Scheme. Tho change. in methods of h n c e  
here ntay be taken as being caused by w& conditions rather than Exchange Control 
regulatione. 

The increase in No. 1 in this graph, i.e., bilb drawn in the currency of the 
country of import, is largely cawed by the Japanese regulatione requiring exporte 
to Japan to bo hanced by yen bills. The movements in the +re aro c a d  by 
variations in the volume of monthly shipmentn of cotton to Japan. 8terlmg bills 
may still be drawn on non-hard currency countries. 

Graph No. 3 is a combined graph including the countries covered by 
both graph 1 and 2. 

29. Purcbes and Sales of Foreign Curre& by lhe R e a m  Bank.--The Bank 
of England as well aa eelling certain foreign currenoies to authorised dealers in India 
wan aleo prepared to buy thorn, but up to February 1940 except in the case of the 
purchases of U.S. dollars resulting from gold shipments, which undor tho regdatione 
had to  be sold ta the Heserve Bank before an export liocnco could be granted, the 
Resmo Dank did not buy other foreign ounencios. As it was apparent that undor 
tho new export control r~gulat~ioon there was likely to be a large increasc in foreign 
currency bille, tho Reeerve Bank of India announced that in order to  assist banh 
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i t  wo111d p~rt:hasc fro111 than1 I3clginil and Swiss francs and Dutch and Java guilders, 
dclivcry up t,o four months, and U.S. dollars up to six months, on the basis 01 the 
Bank of England buying rstea for thcse curreuciea and its ~terling buying rate of 
1s. 6d. Bankn were aleo siivisotl Ll~al in i.hc cvcnt of thcir bcing unable t,o fulfil 
thcir cont,rttots owing to war conditions over which they had no controi, thoy would 
be pennit.ted tso cancel their c0ntract.v wit,hout loss 1.0 themselves. The Reserve 
Bank's buying ralw on the 1st April 1040 wcrc n s  follows : - - 

To Lhn poud aLerIhy. 
U. R. dollars . . . . . . . . . . . . . . . .  4,034 

lklgian francs . . . . . . . . . . . . . . . .  23.70 Plus )()$ columis- 
sic111 oombincd 

. . . . . . . . . . . . . . . .  D11tr;h guilrio~.~ 7-58 with a stcrlily 
buying ratu of 

1 g 1 1 1  . . . . . . . . . . . . . . . .  5.65 18. &1. 

Swiw ~TZUI:Y . . . . . . . . . . . . . . . .  17.9; 

Thc rates were the Yalne for both ready and forward delivery. 

30. On >Fay 11th 1940 pllrohascs of Belgian francs and Dut.ch and Java guilders 
wcrc wifipcncicd owing to the invasion of Holland and Belgium, but on b1i1;ty 28t.h 
1940 thc Heserve Bank resumed buying Java guildem for spot dclivory oi~ly a t  
7-62. KO furt.her change ocourrcni in this ratc or in thc 1J.S. dollar rate during the 
course of t.he year, but the ratcfor Swisfi Frnncs e;rdunlly hardened until on October 
15th the qootation fcll to 17.40 &or which date no further changes Lave mcurretl. 

31. Import Conlro1.--4s the war tIevel.lop~1 and thc titrein on thc U.S. dollar 
resources ol the Emyiro bw;tmc heavier, further measures were taken to conserve 
foreign exohangc. Tho Government of h d i a  in May 1940 inlroduced a nyatcm of 
import control Licensing the import of certain aomioditios from cartah co~mtlies. 
The Hesme Bank ircsual corrcfiponding instructions to its authorisd dealers in 
foreign escl~ango thtrt no mIes of foreign exchange against imporla that were subjwt 
to liacn~c wcrc to be allowed ~ d e s s  the imporler had i irdt  refit!ivcd an import liconcc 
from Government. B~trict~iorm on remittanom for othcr than trado purposes were 
increased ant1 d e  parliculurly severe in thc cnsc of thoso of a private 11at.ure. 
Travel by nou-Empirc vesscl~ involvit~g cxpenciiturc of foreign exchange ~ V M  

iorbiddt!~ unless for certain approvecl reasous, aud the aulu ol loreign t:urrenry to 
support pcrr3ons on visits to non-Empire counlriis wax not pcnnittccl unlcss bhc 
journey was consiclored t.o be iu tlic intcrcstfi of t,hc count~y or was made on 
Governnlent bwinc~n. 

3'3. Puyrna7ct Agrm?nc~bk.-The int.rotluolion throngho~lt tho citcrling nrcn of 
export control on all coutnliticn fihiypcd to t.hc U.S.ii. had reduced tho voltmlu ol 
sterling that; was passing to thc ' froc ' nmrket ulld conscqumtly a dill Iurlhcx 
fa11 in t.he 'frm' dcrling rr~tc had occurred ss  thc supply had been rductxl while the 
deruzrml had not hccn nffcctcd. With tho object of lia~iting operations in this stcrling 
ulitrket xti l l  fr~rthcr the Bank of Nnglantl enttmd into pdpncnt ugrcctnonta with the 
chief countries with which Lhe Empirc tradccl whcrcby all staling payments betwoen 
the En~pire and these conntrics pasmi though officid stcrling accounLs in Lontlor~ 
at. Jkd ratt!~ of cxchango and no sterling payment.e wwo effcc:td throngh thc 'frcc ' 
~rl;t~lict,. TJlc ngreemonts concludetl with t,hc 1.J.S.A. and hvitxcrland wero ~ ~ n d e  
with Ihc lexding b a h  in thcsc count.rios w~der which they rmderbook not to couduct 
further operat i o u ~  i 11 '€FCC' fitcrliug and to opon new sterling aacouts in Londonwhich 
were to LC known as Xegistered AGCOUI~~B. Thc Bank of England glarilntood to givo 



theso banks U.S. dollars or Smise francs a t  t.heir oflicial ratcs for registered stcrliilg 
when required or to buy from them U.8. dollar8 or Elwise francs to cna1)lo thcn~ to 
repleni8h their balances of rcgi~tcrcd sterling. 1\11 fiit,uro atorling trnnsnctione 
betwccn thc Empirc and tho U.S.A. and Switzerland were conducted through these 
accounts but businew in U.S. dollars or f3wisa francs was still permitted. Tho 
agreements with countries other than t h a e  ' hard currency ' countrica provided 
that all tran.qnctionti had t,o bc ~ c t t h d  in fitcrling from tho ~pecial sterling accounts 
of the pnrticuhr country and transactioas in its o m  currency were not allowed. 
(Sweden wae an exception to lhis ant1 transactione in Swalish kroner are ;tllowod.) 
As t ramfm batwe~,n the ~pw:isl ~texliug ac:c:ountx of different colintrioa woro not 
yemittcd, this nlcnnt in cffwt that any fitcrling rcccivcd by n country for its exports 
to  tho Empiro had to  bo u ~ c d  for purchases in thc Empire. A few countries such as 
Japan and C b a  did not enter into apecial payment agremcnts ; a free sterliug 
market thus etill existed, but, transactiotls 111 iI were limild to operatious by banku 
md personx in thwc countrim. A considcr~rblo proportion of tho trndc of India is 
conducted with the ' frec ' sterlmg countries, as besides Japan and China, Iran, 
Afghanistan and Thailand have not, enkxed into ttlexlhg payment agreements and 
the cnrral~c:ics of thcsc conntrics nrc rcgmdcd au ' frcc ' sterling cnl~cncics. 

33. Aq~lisition by Covernmmt of Dollar Babnces a?& Securitia.. -In December 
1940 in exercise 01 the power given by tho Defence of Inclia Rules 92 and 94, the 
Government of Iuciia look over tfhe U.S. riollrrr holdings of all residents in BriLish 
India and the rupee equivalent of t.lieir dollar Loklings was paid oul; by the Reserve 
Bank at tho rnto of Rs.330 pcr $100, which mns ~pproxirnat~cly thc cxchnngc bnnks' 
buying raten for T.Ts. on New York. Sizllilarly on March 10th 1941 tohe Government 
of India book over the I~oltIiugs ol resideut.8 iu Indict of certain U.8. dollar eecurities 
a t  tht! nurket priao~ niling in New York on tho previous bneinmn Jay a t  the dollar- 
rupee rate of Rs.330 per $100. P a p e n t  for all securities was t.o be mado iu India 
in rupees after advice had been received oi the delivery of the securities in New York. 

34. C d r o l  of EPtl.rcy& Trade.-A development of interest during the past 
year has beerr the jnarcaxcd uec. of Bombay a8 a centre for financiug Japanese trade 
with i.hc Midtlle Esxt nnd Rnst Afrittu. After the entry 01 Italy into the war and 
thc ext.cn.uion of ho.stilitics to  tho Ncnr Enxt, the .Japeuese Govemmenl; j~riposcd 
rcst;rictions on the drawing of bills in Bterhg or tho drawing of hilh on plnccfi weqk 
of Bombay, againal exporLa frolll Japan. I n  addition, the sailing of Jnpaneae 
veswh up tllc Rd SIX and Pcrfiinn Uulf atwed. The rwull; of this was that bnporlew 
in t,hc Middle East countries, Egypt, Sudm rind Eafit Africa were fon:etl to 111nko 
their purchases of Japanese through Bombay. A large cntropat trnde in 
Japanene goods dcvclopcd, and meannres hul to  be taken tso eneure that India was 
not c n l l ~ l  upon to provide foreign exahango for which ehc received no correspolldiug 
return. Ilegulations were, therefore, iasued prohibiting ballks in Itliliib selling forcigl 
exchange in payment of foreign go& that were being reexported to  okhcr countrice 
outside the sterliq area ezcept irr cexlain case8 where the Heserve Bank was satisfied 
that equivalcnt foreign cxchnngo was aotulrlly being received in payment of the 
ro-oxport-s. Permhion was, however, givon to  Indian merohants who lid iinanced 
this entrepbt trade in past years to continue to do eo up to tho vnluc of thcir pro-war 
shipments. With rcgord to rc-cxporte to countries within the sterling area, b a n h  
wcro only allowed to  sell for* exchange providod tho purchaser could produce 
an authority from Ihe Exchange ControI Board in the country of irrlport thal the 
expendilure of foreign cxchange man autlorisd by them. 



35. An important foaturc of the trade of Iudia during tho yonr from the point 
of view of exchnngo control haa been the incre~ee in purchases from the United 
Staten not only of heavy goods such am machincry and steel, but also of miscel- 
laneous articles of all dacriptiona. Tho ceseation of supplies from tho Continont 
of Europe has forced India to  turn to the more expensive Ainorican goods, which 
could uot cor~lpctc in this nlarket in prewar ycsrs. Thus in spite of the eevere 
import rostridions on luxury or unneccwnry articles the volume of dollar exchange 
required to pay for p u r c l ~ a u ~  from the U.S.A. ehowed a tendency t o  increase during 
the year under rcviow, and necesait,ated the pronlulgation of increased import 
restrictions a t   it^ close. 

VI. PUBLIC FINANCE. 

36. Govmitrsed Pinatm.- -The reaction of the war on public h n c e e  and the 
con~equent large incrcnso in defence expeuditurc was disclosed in the growing gap 
belween revcnuc and expenditure, ~ I I  q i t c  of successive increases in taxation in the 
Central Budget. As regards tho provinces, however, except for Bcngal and Assam, 
the budget  estimate^ for 1941-42 showed mal l  surplu~cu with little resort to additional 
taxation or loans from the market. 

37. Finance Aocounk, 1939-40.- -The estimated surplus of R8.91 lakhs in the 
rcvi~cd e~t~iruates of the Centrnl Government increaed to  Rfl.7.77 crorea in the 
accounta for 1939-40 owing to  an increase of R13.6-81 crorou in revenue and a reduction 
of Hs.6 laklrcl in expenditure. Cuslornn rwordcd an increase of Rn.l.94 t:rorcs 
over thc roviscd cstimatesdut? ill lurgc pnrt to  the laying in of stock~during the closing 
months of the financial year, and the revenue from mlt wn8 up by Hs.1-8G crores 
owing to abllornlal salt clonrances. ?%f?~e incrcascs were by their nature to be offnet 
by correlrponding decrensw in rmeipte in t'hc following year. Frofitu from snlall 
coin nnd t,hc contribution from Rnilways were marked up by Rs.37 lakhs and Rs.72 
lrrkha respect.ively, while tuxes on income and coqorntion tax improved by Rs.l.07 
crore,, and Rs.21 lnkhs rwpectively. The int:rcnsc in income-tax ww partly due 
to the provieiolllr of the Income-tax Amendment Act, 1939, wEeh intrdoccd o 
steeper gntluution under the new ' slab ns ngrrinst the old ' etep ' fiystcm. Tho 
~hnre of thc provinces in renpwt of income-tnx receipt8 ~ ~ l l d w  tho nmended Nierneyer 
Awnrd r o e  accordingly froul Rfl.ft.38 croree to Rs.2 -79 crores. 

38. Zkvked Estiqnates, 1940-41 .-In placc of a eurplue of ns.5 I&hs in the budget 
wtimatc~, a dcficit of He.8.42 erorm was disclosed in tho Ccnt,ral Government reviad 
estimates for 1940-41 owing to an increase of Rs.19.54 crores in expenditl~ro pnrt81y 
covered by ah irl~provenlent of Hs.ll.07 crores in revenue. Tho rcvised estimates 
of to td  revcnuc and expenditure wcrc Ha.103-71 crora nnd lta.112-13 crorea 
rc~pwtivcly as compared with tho budget figures of R8.92-64 crores and Re.92.59 
crorce. There was au enhnnccment of Rs.18-50 crores in defence expenditure 
and Rs.l.04 crores in civil expenditure mainly connected with the war. Of the 
improvement of n ~ . l l . 0 7  crores in revenuo, Rs.6.86 croree represented the balance 
available from the Revenue Reserve f i n d  and Ra.4.21 croren tho increases in revenue 
rcccipts of Rs.4-G5 crores undor contribution from Railways, H.s.3-30 crorca under 
taxes on income and exce~s profits (excluding corporation tax), Rs.92 lakhe under 
Currency and Mint nnd Ils.GS hkhs undar Posts and Telegraphs, partly o&et by 
decren~ee of Rs.2.10 crores in tho Excise duty on sugar, Ra.60 lakhs in the duty 
on ~ n l t  and Rs.1-41 crorcs jn Customs receiptn. Compared with 1939-40, tho rovised 
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errtimate of Customs receipLs for 1940-41 was lower by Rs.8-13 crorcs. The larger 
railway co~~tribution rcsulted partly from thc eurcharge on faree and freights imponed 
in March 1940 and also from the incrca~o in pamonger aH well ns goods traffic. Tho 
main improvement in the receipts from Incometax and P0st.s and Telegraphs was 
attributable respectively to the impi t ion of a 25 per cent. federal surchargo on all 
taxen on income including supor-tnx and corporation tax, and the increase in tho 
postal and telegraph rates, brought into effect by tho Supplementary Finance Bill 
introduced in November 1940. The decline of receipts from tho Exoise duty on 
sugar in the revised over the budget estimatee reflected the difficultiea of thc eugar 
industry, while t l ~ a t  ilndcr Cuntoms rcnultd born the cesaation of trade with enemy 
and enemy-occapiod count,rics and from tho interruption and deflection of shipping. 
Owing to  the increase in income-tax receipts, tho sharo of the Provinces rose from 
the budgetted sum of Hs.3 crores to He.3.73 crores. 

39. Bwlgd Estimatw, 1941-42.- .Tho Contra1 Government budget estimatcs 
for 1941-42 are a total revenue of Hs.106-39 crores, an expenditure of Rs.126.85 
crores and a deficit 01 Rs.20.46 crores. Compared with the reviscd ostirniten for 
1940-41, revcxuie rcr:cipts arc highcr by Ra.2-68 crores, expenditure is up by 
Rs.14.72 crores and the deficit is larger to the oxtcnt of Rs.12.01 crores. 
The main increase in expenditure is on account of defence exponditure which is 
expected to reach Rs.84.13 crores rrs against the revised estimntc for 1940-41 of 
Rs.72.02 crorw. The inoreanen in revenue estimates include Hs.l-75 croras under 
Central Excise duties, Rtr.60 l t rkh~ under Salt, Rs.38 la& under Posts and Tclcgraphe 
and R8.22 l a k h ~  undcr Railway c~ntribut~ion. Tho yield from ordinary Corporation 
Tax and Inco~ueTax iR expected to be higher by half a croro a t  Ra21* crores. The 
revenue from Cuslomtt is, however, expected to show a further declino of Rn.3 crorea 
to Rt3.34.75 crores. Lower Mint rcccipts to the extent of Rs.1-21 crores sro oountcr- 
balanccd by highcr receipt0 under Currency by Rs.l.25 croren. With effect from 
1941-4% it is proposd to take X13.45 l a k h  out of the profits fro111 the circulation of 
mdl coiu to ravenuc, aud to (:my any L;ilrtncc! over that figure to a susponsc nccouut 
m o  ns to ~tabilisc tho ra:cipttr frwn thiu murcc, which tend to  rise when tho donland 
for urnall coin ia high and to  fall when thcro is a net roturn f n m  circulation. 

Out of the prospective deficit of 21s.20.40 croree, it is proposd to  rneel R8.G-G1 
crores by additional taxalion and Ihe red by borrowing. The taxation mc!anura 
and the extrs receipts expected from them are. 

E~timton additiorurl 
ruvenue (KA Inkha). 

1. An inoream in the rote of Exoeam Protits Tax from 50% to GO!%. . . . 2.W 
2. An incrurar? iu tLc: ruk: of Ccntrd rrurc:kurp o u  inwnre-lax and super-tax 

h l n  26% k, 33$0/, . . . . . . . . . . . . . . . .  1 30 
a. A 100% incmuac in thc Excim duty on rnukhm . . . . . . . .  1 ,m 
4. An incmvvc in tho ultomative epeci& duty on ertiticid silk yuru and thred 

from 3 s n ~ u  to 6 lrnnar per lb. . . . . . . . . . . . .  :W 

6. A levy of a 10% od u a l m  Exoiee duty on pneumatic tubes and tyrea . . 36 

Totel .. 0.61 

The Central surcharge on tnxen on income at  Lhe increased rate i n  expected 
to produce Rs.5.68 crores. Receipts from the Excms Profits Tax a t  the higher rate 
for the year, inclusive of a carry-over of Hs.1 crore from 1940-41, are mtimated 
at Hs.8.60 crorea. 



40. Badmy Beel.-Tha following tabla compares tho budget eslimate~ of 
State-owned railways for 1941-42 1vit.h tho reviscd eet.inmtes for 1940-41 and the 
actual re~ults of 1939-40. 

(In crorm of Bupeetl.) 

Revivcd nudget 
Acoonnts Estimutea EatLnalce 
1319 . d l  0. 1940.4 1. 1941-42. 

(:I.OW traffic reccipb . . . . . . . .  97.65 10!)-25 108.25 

Nc:t miscellaneous rccoipts . . . . . .  $ 0 . M  +O -79 + 0.78 
. . -- 7 

Total h r i p I . ~  . . 98.23 110.04 l(M.O:i 

Totnl worki~lfi rxpen~es (u~luding tlnprechtion) -04.86 -60.71 -48.60 
-- 

. . . . . . . . . . . .  Net mvc-nuo 3:{.44 43. :<:I 40.53 

J,  ,, churlpd to Deprcciution Ih~nd 6.53 8.56 6-80 

a Capital at charge at the end of the ycu. .  . .  758.02 760. H I  709.66 

Net accmtionn during 1.h~ year . . . . . .  +0.08 +4.38 +5.88 
- 

C!lashg Bulance . . . . . . . . . .  30.76 35.13 41 -01 

I~lclutlce Iin.l.82 cronrs JM nclvclucc payment agninsL Lhc contribution for 1946-48. 

The ~ i~rp lus  of Rs.3-G1 crores disclosed by t.he revised estinlatetr for 1939-40 
actually incrcnsed to ltn.4.33 croran, but was still LIhort of the mininlum contribulion 
to gc!ncrd revenues by Ha.18 lakhfi. Tho budgot cstimatee for 1940-41 took aaoouilt, 
of incremes in frcights and farcs lusde opcrt~tive fro111 thc lfit Much, 1940 and phced 
the surplut; a t  Rs.8-29 crores, but owing to increaxo in t rs5c at  tho mme time Ure 
s\uplus in the rc?viscd estimatc was H.s.14.69 crores. 01 thiu Ra.9.96 crores will 
go to the gencrrtl revenuen nnd Ha.4-63 crorcs to the Rcnorvo Fund. Tho ncugal 
Dooms Railway was acyuircd at  the end of 1940 at  a cost of Hs.1-74 crorer;. 

The eatimaten for 1941-42 place t r a h  rcccipts at  Rs.108-25 crores, or ono 
crore 1)olow the revised e a t h t c a  for 1940-41, and total working expenses at Rs.68.60 
c:n)res, representing an inoroase over Chc rovised e s l h t c s  of nearly two croros which 
is mainly accounted for by the provision of Rs.l.26 crores for darnom allowances. 
Tlio e~tilnated surplus i8 accordingly lower at Rs.11 a83 crorcu. Of this, the nun1 
ol RH.~-36  crorcn represe~~t~  the estimated nmoullt of aontributiou to the goneral 
ravcnnes, b i~ t  it has becn decided to make an aclvancc payment of R~ . l . 82  croree 
against 1.11~ contribution for 1942-43, bringing the tots1 aruouut to bo paid in 1941-42 
to Rs.10.18 crort*. The only important ahnnge in the ratcti of freight to be rude 



in 1941-42 is the reduction of the surcharge on coal (20 ycr cent.) by 5 per cent. 
during t11c alack ficueon from April to October (inclusive) so as t,o cnconrngo tho placing 
of orders when the wagon poaition in eanier. It has elso been decided to take ovcr 
during lhe year, on the expiry of t.ho pcriod of conlraal, lhe Bombay, Baroda and 
Ccntrnl Tndis Railway and the Awam Bengel12ailway at; an ostin~at,cd 'cost of Ru.3i 
croree and Hs.!! crorcs roupcctively. 

41. T h  Aa.nwll Fi~racial  Skltanetd of th Cmcnttnt of Ru~ma. -Tho surplus 
of Hs.54 lalrhs in t,hc rovkd  cstir~~ates for 1939-40 actually increased to Rs.1,46 
lakhs owing t.o a reduction of Rs.28 lnkhs i n  expenditure and an improvement of 
R ~ . 6 4  lakhe in revenue. Increases in revenue wcro rocordad undcr almo~t all handa, 
particularly under Land Revenue which went up by Ru.21. lakha ns a rcsillt of highcr 
prices for paddy. Rcc:cipts from  forest.^, C~st~orus, Taxes on Income and Excise 
registered increases of Rs.11 lakhs, Rs.8 llrkllx, Rn. G lakhs and Rs.3 lakhs resprfiLively. 

The rcviscd ostbnatcn for 1940-41 placed tho total revenue at Hs.17.42. 
crores, Rs.1-39 crores sbovo tho bndgct cstiniatc~. Of this esti~natal increase, 
Cuetoni~ and Land Revenue accounted for Hs.25 lakhs ;&nd Rs.23 lakhs dlic to 
increased transit tmdc with China and better paddy prices respectively. Higher 
receipte were also expected from Exci~o dutics on rnotor ny irits and local ealL ant1 from 
tho State Lollery, Dcspito those incrcascs, tho rovind cntinwtcx nhowd a tlefioit 
of lt8.1.31 crorcn owing to iucrcasca in expenditure ovor tho budgct figurcs, of 
which 88.1 -1  1 crorcn man uucles Ddence auci h . 1 8  lakhs under Pensions consequent 
on the pawing of tho Polit.ical Pcnnionn 8th. n i e  nn(.icipat.d deficit 01 Re.l.31 
crore. did not, however, take into acco~~nt  tShc dditional revcnue of Rn.20 lalilin 
expectad from thc exleur~ion of thc export duty, with effcct froin tho 1st January 
1941, on rice shippcd to  Inclin. Tho r(%ulti~lg (leiicit 01 Rs.1-11 crorea was to be 
rnct from the accl~~uulatcrl rcvcnuo rcservo of Rs.3-76 ororcn witllout resort to 
borrowing or to  furt,hor taxitlion. 

The ru in  features ol t.hc budget for 194143 nra incrm~od oxpondituro on 
Defencc and nation-bliilding departments and abolition of the Capitation and 
Thatluanwda taxcs which ia estimated to rcault in a reduction of Hs.40 lakhs 
under land revenue receipts. A part of this loss, to the extent 01 about Rs.24 l a b s ,  
is q w t d  to be made up by moderate incremcu in thc bnaio rntcn of incon1ct.n~ and 
a shght lowering of the limit for exemption of incomes from super-tax. Total 
revenuo and expendit~irc arc p l ~ a l  at Rs.16-89 crores and Re.18.28 crores, 
rc!s~~lting in 3 deficit of Hs.l.39 crorou, which is r d u c d  to R N . ~  - 15 cirorcs after 
c~llowanco is mndc for tho  incr~aned receipts from incometax. On the otller hand, 
t.he imposition and increnso of tirriff duties under the Indo-Burma Trade Apeonlent 
aonoladd in April 1941 together with thc cxport duty on ricc is cupeoted to yield a 
rovcnue of R N . ~ .  5 crores. 

43. P-meal Finanm.-Statcmcnt IX  gives receipts and expenditure on 
revenue account 01 provincw for the ycam 1959-40, 194041 and 1941 -42. Tho 
rc,viscd cntimatc~ for 1939-40 of most of the province8 had disclosed deficits, but 
these were either convcrtcd into mrpl11seii or were appreciably reduced by increwed 
land revenue receipts ae a result of higher commodity priccs following tho oi~tbrcak 
of wur, ant1 by nn hcreue in the provincial share of income-tax receipts. 
Consequently, the actunls of all provincm showetl n total net tuxplus of Ra.1-61 
crorea as n g a h t  a deficit of He.1- 13 crores in the reviscd cstimntcs. 'I'hc rcviscd 
estimatai for 1940-41 ehowed #mall surpluses for most 01 the provinces, a deficit of 



a little over a cmre of rupees in respect of Bcngal mainly on account of the slump 
in jute trade and price8 and a to td  nct deficit of &.!XI lakhs for d l  provinces. 
This is incrccrecd to He.87 Mdw in the budget errtimatea for 1941-42, due. in almost 
equal degree to an expectation of a larger deficit in Bengal and reduced surpluses 
in many other provincee, as a result of higher expenditure. The combined figures 
for all provinces are as follows. 

(In l a k b  of Rupaes.) 

1839-4-0 1840-41 1941-4:! 
Accounts. Hevinnd Budget 

Estimcrta. Estimates. 

Revonus . . . . . . . . . . . .  80.83 95.39 %5,30 
Erponditure . . . . . . . . . .  89,22 96,04 98,17 
Total surpluees . . . . . . . . . .  + 2.02 4- 81 -1- 69 
Total &&cite . . . . . . . . . .  - 41 - 1.00 - 1.46 
Total net snrplnn or deficit . . . . . .  + 1,01 - 15 - 87 

The deficit of Re.1-34 croree in the budget estimates of Bengal lor 1941-42 
does not take into account the eatimatxd receipts from new taxation measures, 
such ee the General &lea Tax which has since been passed. The Pnnjab budget 
includea a amalI amount of receipts on account of a General Soles Tax and an 
Urban Immovable Property Tax. The Qovernmcnte of Madraa and Bombay have, 
on the other hand, been able to effect some reduction in taxation. Madrtw has 
reduoed the Salea Tax from 4 per ccnt. to f per cent. and Bombay has lowered 
the Urban Immovnblo Property Tax by 20 per ccnt. 

43. C m d W  D& Pusib'on of PrmOVCnces.-Tho consolidated debt position 
of the British Indian provinces as given in Statement X ehows an increme of 
Rs.3.73 orores in the permanent debt a t  the end of 1940-41 owing mainly to 
the flotation of loans aggregating Rs.3-95 crores by thc provinces of Madras, the 
Punjab, the United Provincce and h a m ,  pnrticulars of which aro given in 
paragraph G4. 

44. Subventions and Payme& from the Cenlre.-The table below shows the 
various payments made by the Centrc to the Provhcen since 1937-38 in t e r m  of tbe 
Government of India (Distribution of Hevenuenr) Order as amended in February, 
1940. Details of the share of each province will be found in Statement XI. 

(In croree uf Rupeee.) 

1noomat.x. Juts duty. Bubvenlionu. Total. 

Owing to the progreseive incrennc in income-tax receipts resulting from 
the proviaions of the Income-Tax Amendment Act, 1939, tho higher level of incoulca 
during war ae well as the imposition of a tax on exceae pmfita, the share of the 
Provincee in respect of income-tax n>se from Rs.2.79 crores in 193960 to Rs.4.16 
orores in 1940-41. It ia estimated a t  Re.4.46 crore. for 1941-42. Owing to a 



decline in tho cxporte of jute partly as a reaction againtit the high exporta during 
1939-40 and also as a m u l t  of general factors affecting tho export trade, the sham 
of thc four jute-producing provinces of Bengal, Bihar, A w m  and Oriasa (62) per 
cent. of tho net duty on jute), declined from 138.2.56 crores in 1939-40 to Rs.2-02 
crores in 1940-41. It is expected to be Rs.2.26 crores during 1041-42. The amount 
to br! paid by way of eubventions to the Governments of Assnm, Orima, North-West 
Frontier Province, Siud and the United Provinces has remained ~tationtrry a t  
Rs.S.03 crores aincc 1938-39. 

VII. GOVERNMENT BALANCES AND RESERVES. 

45. Governtnent Balances witA tlu! Bank.-Statement XIT ~howa the balances of 
tho Central and Provincial Governments separately with the Heserve Bank of India 
and a t  Governrnont trcasurien a t  the end of enoh month during 1940-41. The 
Central Government's balances   how the l~eual improvement with the advent of the 
b u ~ y  seation, the figures for January and Februnry being also affcctcd by a special 
factor, oiz., prcparation for the repat-riation payment8 referred to eleewhere. 

The average monthly balances of Central and Provincial Governments with 
the RCSCNO Bank for the year were Rs.10-19 crorw and Rs.6.17 orores respectively, 
and those of tho Rlinna Guvcrnulent were Rs.2-43 croros. 

46. T r a ~ ~ a d i o n s  i% Central Government Treasuy Bills.-- -Dotaib of the sales of 
the Ckntml Government Treasury Bills by wccks are recorded in Statement XIIT. 
The weekly offer of trcnsury bills wee kept at H8.1 crorcduriug April, but was raised 
on the 3rd Bfay to Rs.2crorcs where it ww lnaintained till about the middle of August 
when i t  was lowered to Hs.1 crore. It was again r a i d  to Hs.3 crorcR on the 18th 
October. The offer was reduced from Ra.3 crorw to Rs.1 croro on the 29th 
Novcml~er while the sale of internlediates, which had remained suspended from 
tho beginning of the year, except for rr day on tho 8th May, was resumed from 
the 20th November. 1nt.emdintee were again di~continud from the 3rd 
December, the Central Govornmcnt'm balances with tho Rank being quite com- 
fortable a t  Re.15.02 crorea on the '29th November con~pared with Rs.8.58 crores 
in the preeediug week. During the remainder of the year Government's wcekly 
balances with thc Bank avoraged Rs.16.38 crores, but tho limit of tendera was 
kepL unaltered a t  b . 1  croro a9 Government desired to build up thcir balances for 
financing the repatriation operation. Tho sale of intermediates was also roeurl~ed 
on tho 12th February and continued up to the end of the year. 

The euineea of the money market during the greater part of tho ycar was 
reflected in the compamtively higher amounte t ended .  Thus the applications 
amounted to Rs.4.97 crores against an offer of Rs.1 crore on the 26th April, 1940, 
and to Rs.6-60 c m e  against an offer of Rs.2 mores during the noxt week. Between 
the 17th May and 12th July, 1940, however, thc ayplicetiom were only ~Iightly above 
the amounts offered owing to an inclination on the part of banks to  hold their rmurcea 
in a more Liquid form. Even during the busy seaeon from the end of November 
to the close of the year the tendors averaged Rs.2.87 crores against a weekly offer 
of Rs.1 crore. 



47. Yklcl on T r m t r ~  Bills.-The following table gives thc average true yield 
pcr cent. per rrnnwn on treasury bills in 1939-40 and 1910-41. 

Amoturt of t h m  Avcrc~go Alno1111t 01 timc Average 
mor~tha treaaury yicld nlontha trcnuury yield 
bills (including ycr bill8 (includiq PPr 
intcnllediates) a n t .  intcrmdiutea) W~III.. 

rold Per wld 11cr 
(000 olllitlcd). annum. (000 omitted). &mum. 

April . . . . 6,GS,60 2.36 4,OO.OO 1.53 
Jday .. .. H,71,Ii0 1-07 11.62,26 1.11 
Junn .. .. 10,00,00 1.w 8,00,fn) 1 . 1 1  
July . . . . I :i,01,50 0.86 B,~M),OO 1 - W  
A l ~ y s l  . . . . 10,67,7G 0.94 7,00,00 0.W)  

fkptumbor . . 11.80.76 2.7% 7.00,OO 0 # 07 
Octohr . . . . 16.91.00 3.73 10,00,00 0.05 
November . . . . 9.03;2G 1-98 15,86,00 o.nn 
Dewmbr . . . . 6,86,00 1.98 4,00,2i, . 0.09 
January . . . . llrR1,26 1-98 G,OO,OO 0.85 

. - -- ~ - -  

Total . . 120,43.00 1-87 lt)1,32,75 0 . H H  -- . .-. - . .- - 
It will appnr  from the abovc t l iat  except during June and July, thc avcrago 

monthly yidd on treasury bills during 1940-41 was substantially lowcr than during 
the corrcbponding  month^ of 1939-40. Tho highmt, lowest nnd average  yield^ in 
1940-41 worked out at 1.66,0- 63 and 0.89 as compared wit,h 2 - 8 0 , O  ~ 8 4  wcl 1 87 
por cent. per annum reflpectively in 1939-40. 

48. Provincial Treasury &Us.-The dotaib of the srrlos of Provincial 
Qovornment treaeury b i b  during 1940-41 are given in Statement XIV. Tho tots1 
mlm during the ycar declined from Ru.ll.80 ororcs iu 1939-40 to Rs.6 6'30 crores. 
Thc total outstnndings a t  the cnd of the year mctrc 1Ca.50 l a k h  a8 comparerl with 
Ha.1,80 lakhs nt thc enci of 1939-40. A it~elconic fcature of the Provincial treasi~ry 
bill flotations during tlre year was an apprccinble narrowing d o m  oZ the dih~srity 
between the rates p i d  by the viirioncl Provincial Govcrnnlentu and tho Central 
Government. Thc averago yield on the Provincial bille during thc year worked 
out a t  0-01 pcr ccnt. at3 c:ornpsrcd with 2-  58 per ceut. in thc preceding year and 
waB only 0.02 per cent. nbovc the yieId on the Central Cuvcrnment bills. 

49. Ways and Means AcEo:ancts.-The nionthly borrowings of the Central 
Government fro~n the Reuervo Rnnk are ~1lovr.n in Statement, XV. The advances 
taken by C o v e m m t  dnring the montha of May to J ~ i l y  a~nouuted to Rs.26.50 
crorw asR compared with Rs.14 crorm during the aorrcaponding period of the 
previoncr year and raflcctod the need for fl~~ldn to ~noot tho large withdrawals of 
Postal Savings Bank Depoeit~ and the hrxvy discharges of Cash Certificaks. 
There were no borrowings in August whilo in Bepten~lm thc advancm takcn 
amounted to Hs.1 crore. The borrowings rose to Rs.7 crores in Ootober when 
Government repaid the out~tmding balance of the 6 per cent. 1940-43 Loan 
amounting to Rs.6.73 croreti. The Governmcnt did not require any h n c i a l  
accommodation from the Bank during December to February, but borrowed 
Re.16 crorcs in Marcd mainly for financing the rcpatriation of tl~cir tormillable 



nterling dclrt. The total advauces during tho year amounted to Hs.62 crorcs as 
comparcd with Rfi.32.50 crorcR during each of the preceding two years. 

All Lhc l'rovinces except Bombay and Sind had recourso to Ways nnd Meana 
Advances from tho B d  during the year. These advances t.otalled Hs.6.78 croros 
as conlpard with Ra.10-94 croroR in the previoue year. All borrowings.were repaid 
before the close of the year. Since its separation from India, t8hc Covernrneut of 
Burm have not taken any Ways and Mectus advances from the Heserve Bank. 

VII1.-PUBLIC DEBT. 
50. Gouernn& of India Defelace Loans.-The loan programme of the Central 

(Jovernment 11 1940-41 was merged in the Indian Defence Saving8 Movement 
iui annomiccd oti the 4th June 1940. T h  iut:luded the Six Year Defence Bonciu, 
Ten Year Ucfcnco Savings Ccrtificatcu and Thrcc Ycar Tntcrcnt-Frcc Bonds. 
Later, on Ihe 25th January 1941, the Government announcecl R Second 3 per cent,. 
Defence L o u  in place of the Six Year Defence Bonds. 

. Interest-Free Bonds were issued at par with effect from the loth June 1940 
and are obtainable in auy mount  above Rs.60 in the form of Mock Certificates 
until further noticc. Su1)scriptions to thee are to be in can11 only. Thc Bondu 
arc rcpayablc a t  par on thc cxpiry of 3 yema from t8hc datc of issuc, bat can ho 
cncahcd at par at any timc not carlicr then 12 months after tho date of issuc, on 
3 months' notice. In case of emergency, howcver, the holder can eucash them 
at  par in accordance wilh Lhe tenns of the Govermcnt of Inclia Notibcabion 
No.D/C.229-F dated tlie 4t.h .Tune 1040. Thc total nub~criptian~ to thmc Boncl~ 
Isy tho cnd of 1940-41 nmountcd to Rs.2,32,92,962. 

The 3 per !r;eut. Sis Year Delcnce Bomb were a l ~ o  inuuecl wit.h effect fro111 
tho 10th Junc J940 at  par and arc rcpayablc a t  R~.1.01 for cvcry Rs.100 (nominal) 
on the 1st August or the 1st flebruaty, as the case may be, following the expiry oI 
6 years from Ihe dale oi imuc. Tho total value of llle Bonds that might be held 
by an individual either iu his own name or jointly with another wwau limitml 
t-o Rr~.15,000 (nomhal). The total aulmoriptiom to thh isvlia manntctl too 
Rs.71,%9,200. A sccond A C ~ ~ C R  of the  bond^, the 3 pcr ccnt. Dcfcnco Bonds 1946, 
rcpayablc a t  Hs.101 for cvcry Rs.100 nominal on tho 1st August 1946, wa3 issuet1 
to replace tbia with elIect from the 1st August 1940 until furlher notice, a t  s prioo 
fixed 't)etwc!r.n thc lel; tuld 10th August 1940 a t  ytrr and thcrcnftcr a t  pricta 
which wcrc incrcnscd ovmy wcck by 9 pics pcr ccnt. so as to cover the weelily 
net intercst accruing on thc Bonds. Subscript.iolls wcrc to bc cither in cash or in 
the form ol ti per oenl. 1940-43 Loan whicl~ way ~tc,oelrted for cot~vcmion a t  p r r  
pins thc intcrclit from t-ha dnto of ~urrcndcr np to tllc 30th Scptcmbcr 1940. Thc 
total  application^, which wcrc allotted in full, emountcd to  lCs.44,43,01,900, 
Hs.30,97,78,200 having been tendered in cash and the balance of R3.13,45,23,700 
by conversion. 

Thc rralc of thcsc Bonds wafi diffiontinucd on thc 25th January 1941. l u  
their place, the Governnlent issued, as from the 1st J!ebruary 1941, a second 3 per 
cent. Deieuoe Loan 1949-52 on terms slightly more favo~vnhlc to thc t,ax pnycr. 
Thin is rcpi~y~~1)lc a t  par, a11d s111)wriptioos nrc rcccjvablc without limit of amount 
until further noticc. The issue pricc during the period 1st to 8Lh February 1941 
w a  fixed a t  par but thereafkr imrcascd weekly by 9  pie^ per ccnt. Thcsc weekly 
i n c r w c ~  apyroxiull~ted to thc uct iutercllt ucuruing on thcso ecouritios a0 in tho 



m e  of tho 3 per cent. Dcfonce Bonds 1946. The snbacriptions to this l&n up to 
the 31st March 1941 amounted to Re.3,46,52,000. 

The total receipts from t.he various Defence Loans up to tho 31st Maroh 
1941 amounted to Rs.53,34,76,062 including Rs.2,41,01),000 for Defence Gavings 
Certificates. 

61. Pr&n for Redudion of Ddt.--Since 1934-35 a provision of Rs.3 crorcs 
hae been madc annually from revenue for reductio~i of dcbt. Particulam of the 
appropriations for the paet thrco ycars -are given bclow :- 

(In Irkhe at Rupess). 

1030-40 1940-41 1041-42 
Accountr. Reviled. Budget. 

I. Sinkinfi Fund provision for r u p  loma of . . . . . .  tho Ccntrsl Government 1,25.16 96-04 95.04 

2. hilwnyYinking Funds . . . . . .  25.15 23.60 23. 60 

3. A part of the capital portion of railway 
annuities . . . . . . . . . .  1,40.70 1,81-36 1,81.36 

. . . .  Total 3,0000 3.00.00 3.00.00 

62. Repdriolion of Sterling &&.--The table bdow givcs the amount of 
sterling debt repatriated eincc 1937 up to the 8th February 1941, partly ae a result 
of pmhases in tho rnnrket and partly under the liccnce scheme announcod on the 
22nd February 1940. 

Total cancelled agoin& thc crortion of 
r n p  wuuter-psrb hold on Government 

account or hued to the public. 
E Rs. 

(millions) (cmrm) 
1937-38 . . . . . . . .  0.84 1-12 

.... 1038-39 . . . . . . . .  .... 
0 . . . . . - . .  17-08 22.79 
11140-41 . . . . . . . .  - 11-24 14-80 

Total . . 29.17 38.71 

Early in 1941 the licenr~ scheme was rcplaccd by a more comprehensive scheme 
of repatriation in order to accclcratc the process with the help of the accumi~lated 
eterling rcsonrccs with thc Reserve Bank. On the 8th Fcbruary 1941 Covornment 
announced that they had with the co-operation of the British Govcrnment taken 
mtion to acquire the bulk of India's tcrrninable sterling debt of the face value of 
18.4 millions and R markct valuo of approximately EN millions. The British 
Treasury baud on tho 7th February 1941 a vesting ordcr rcq- d rc~identa 
in the United Kingdom to surrender their holdinp of India's tcrminablc sterling 
loans at  pricee fixed on the basis of the market pricc ae on the 7th Fcbruary 1941 
plus an allowance for the period ncccsuary to examine surrendcrcd docwentq 
before malung payment. I t  was also announced that the fimt payment, nilhjcct 
to good dclivcry by tho 10th March 1941, would be rnndc on the 24th k c h .  The 
Government of India issued a notification to thc snme effect on the 8th February 
1941 under the Defenoe of India Rdcs, requiring residents in British India 
to ~urrcnder their holdings of these sterling loans, payment being offered a t  their 
option in rupeo counterpatts or cash, i.e., the rupm equivalent at 18h. 6d. of the prices 



fixed in the British Vesting Order. The following table gives details of the six 
loans surrendered under the two Vesting Orders. 

(In thoumods.) 

Sterling h n  Piominel Value Pumhaw Priaea Acquisition Vmlae. 

L M. e %. 
1. 6% 1M2-47. 

United Kingdom . . . . 4 . 1  6,67,00 E 104-16- 6 4,379 5,83,87 
India .. .. .. 120 I6,W 1,381-11-0 . . 16.77 

2. 4% 19a-lib. 
United Kingdom .. . . 23.707 31,61.00 S 110- 1-10 26,100 34,8O,(M 
I~ldb .. .. .. 1,201 1.60.11 1.467-14- 0 . . 1,76,27 

3. I)% 1968-68. 
Unitad Kingdom .. . . 8,&W 1 , l  E 112-17- 0 9,996 13,a2.76 
India . . . . . . 1,056 1.40.86 1,504-11- 0 . . 1 fiR.06 

4. 4y0 1948-I%?. 
United Kingdom . . .. 6,615 8.82.M E 10611- 7 7,050 8.40.03 
India .. .. .. 673 88.72 1.421- 1- 0 . . 95.63 

6. .%% 19G4-69. 
Unitod Kingdom . . . . 6.033 6.71.00 E 102-16- 4 6,174 6.89.80 
India . . .. . . 1,916 %,5ii,2!t 1,370-14- 0 . . 2,62.48 

6. 374 1948-62. 
UniMKingdom . . .. 5,633 7,51.00 f: 99-16 2 6,822 7,49,56 
In& .. . . . . 1,060 1.41,36 1.33&12- 0 . . 1,41,08 

Tohl- 
Unitd Kingdom . . . . 54,Of 4 72,03,00 .... 68,321 77.76,12 
Iadim .. .. .. 6,025 8.03.34 .... . . 8.51,19 

Rupee equivalent. 

The rupee firurnce required for the operation was found hy Government from 
its balances supplemented by a ways and means advance from the Reeervc Bank 
and by the sale of rupee mmterparta to the Bank. To enable the Bank to hold tho 
additional r u p  sccnritica t h u ~  oreeted, the Reserve Bank Act wae amended eo 
ee to abolish the proviso to section Y3(3) and to remove the restriction on 
the maximum amount of rupeesecuritiee whioh i t  oould hold in ite Issue Department. 

Dctails of thc cencellntiona and creation of rupee paper in their steed 
between the 24th and 31st March 1941 arc givcn hclow. 

(In thousen&.) 

IJnitod Kingdom. India. Tntrrl. 

St-erling Loon. Cancellations. Creation CanceUations. Creation Csncelhliom. Crcution 
of Rapes of Rnpce of Ru pen 
PI=- PI"''. Papa. 

£ Rn. E Rs. E Rs. 

5% 194247 . . 4,178 5,57,00 120 I 6.00 4,298 s,73,00 
44% 1950-66 . . 23.707 31.61,00 1,201 1,80,1 1 24,OnR 31,21,11 
44% 195848 . . 8,8W 11,81,00 1,056 1240.88 9.914 13,21,86 
4% 1048-58 .. 0,616 8,8%,00 87.7 80.72 7.288 9.71.72 
31% 1964-li9 . . 6,033 0.71.00 1,815 Zfi5,29 6,948 0,28,2@ 
3% 194-2 . . 6,633 7.51.00 1.060 1,4136 6.603 8,92,36 -- - - - - 

T-1 . . 64,024 72,03,00 6.026 8,03,34 60,049 80,W,M 

31 



AR thc table shows, t.he tenniuable sterling tlebt repatriated amounted to 
£60.05 millions, the amounl of counterparts oreated being Rs.80-06 crores. 01 
thcsc the arnounl surrendered 1)y renidentn in British In& came to £6- 03 ndliom. 
It will appear hu thc trtblc nt the beginning of this para that the ntcrling 
debt repntzintcd from the 1st April 1940 to the 8th P'ehmary 1941 amounted 
to El l  -24 millions, the amount 01 rupee eounBrpart8 crcrrtcd bcing Ks.14-80 crores. 
Thus the total sterlhg debt rcpatriatcd during the year under review amountcd 
to 271.29 millions, tho to td  counterpaxts. created being Rs.94-86 orore... Counter- 
parts of the face value of Hs.10.22 croret4 were is~ucd to  thc public who elected to 
rcccive them, and the balanae wan diutributcd approximately equally between 

\ the  Government and thc Dank with a view to minimining the imrnediatc 
administrative difEcultics conncctd wit,h the opeml.ion. 

T&able slerlitlg stock held 1)y nan-rcsidcnts outside the Uniled Kingdom 
and British India i r t  khho .end of thc year amounted to about $13 ~~lillions. 
As regords thcsc holders, m q r m e n t s  were nude with thc 13ank of England to 
iuvitc them to eurreuder the securities at thcir option on the bask of the prices 
fixcd hi the Vesting Orclcr. 

63. Total Hupe.. awl Slerlifig DDt.-The following figurcs show the total funded 
dcbt of the Govermcbnt of India at thc cnd of 1939-44 and 1940-41 :- 

3LsL M U ~ ~  : { I N ~  March 
1940. 1!)41. 

Iu India (cmtsca of IZR.) . . . . . . . . 450 - 23 576.76 
In Knglxnd (millions 01 L) . . . . . . 280-10 190.87 

The inarritfic in t.hc total rupce dcbt during lhc year under rcvicw as 
coruparcd with 1939-40 was due parlly to the lloatatiou of Tndinn Dcfcnce Loans 
and partly to (.he areal.ion of rupee c:ouuteq)artn undcr thc repatriation scheme. 
The 5 per (:(!~t. 1940-43 loan wm rcpnid on the 1st October 1940 ; out of n total 
amount of R6.19.40 crores outstanding a t  Lhe crid oi Narch 1940, R3.13.45 crores 
was convert.ed into the 3 per ceut. Drfent:c Boutln 1946, and the balance was 
repaid in caah. 

54. Provincial Loans.-During the year four provincial govcrnn~cnt.~, er'z., 
Madras, thc l'unjab, tho Unilcd l'rovinceu m d  Anmu isa~lcil loans for Hs.70 labs ,  
Ks.175 lnkhs, R.s.100 l a b  ant1 It~.!jo lukhn rcspcctivcly at 3 per cent. repiyal~lt! 
aL par 011 the 1st hptcmbcr 1952, thc issue: prices being Ha. 95, Rs.94-8-0, Rs.94-8-0, 
wd b.94. Thc Assam Loan was the first loan floated by thrrt Covcmmcnt sincc 
the inauguration oi provincial autonomy, whilo thc loma of thc other thee  
Cfovcmmc!nts wcrc furthcr isnucs of thc loans floated by thcxn in August 1197. 
Subxcriptionv for all the loam were invited on the 27th Septaubcr 1940. The 
Madras loan, of which H.s.10 lakhswas subscribed hy tho Covcrnmcnt of the province, 
was oversubscribed while the other t h e e  wcrc fully s~ibscribcd after the transfer of 
options from the Madrat! loan nntl n call on thc undcmritera for the btrlanco. Tho 
Assam loan X K ~  ri~iwd for funding thcfloatingdcbt end hcingbeueficcnt schcn~cs, 
including tho g;rap(;ing of loans to local bodies for improving water supply in urban 
areas. The object oi the olhcr three loan8 wari mainly thc financing of produclive 
electrical and irrigatioa whc~ncs. 

1)luing Lhc year the IJ. P. Covt!rn~ncnt isr;ncd undcr the U. 1'. Enc~ml)c~rcrl 
' I /  Estates Act,+pcr cent. nonds of thc aggregate nominal value of R~.58,800 through 

t.hc Calcutta Public Debt Oilice oi Lhc Bank. 



65. Ghcrnment Smritks.-Statement XVI  give^ thc highest and Iowest yearly 
prices of rcprcscntative Government securities whilo Statement XVII give8 thc 
highcst, lowcat and average monthly prim3 of thcsc sccurit.ies during 1940-41. The 
mnrkct cont~nued to be dominated by thc international siluation. Priccs slumped 
during the first quarter and touched bottom in Juue. On thc 26th Junc the Borrrci 
of the Bombay Stock Exchange fixed minirnnm pricc~ for various hvernmont 
wuritics. It will bo seen from thc tablc givcn below thal the pririccs so fixed 
wcre apprcciably below thc closing quotations for t.he day. 

Rs. as. Hs. an. 

r ) % 1 g 4 ~ 2 . . .  . . . .  91 n 
3% lo41 . . . . . . . .  99 8 
3 l r  . . . . . .  9 0 
3% Nu pea Paper (non-tamkurbIo) 71 0 

31% ps 99 83 0 
31% 1047-W . . . . . .  98 0 
4 I ! . .  . . . . . .  101 8 
4% 10110-70 . . . . . .  98 0 

,I)%1055..GO . . . . . .  102 0 
5% 19%-66 (Tu.x-he) . . . .  104 0 

Fkom July a steady upward trend wict, in a3 cr rc~ul t  of tho gradual return of 
confidence, cont.inucd prevalence of cwy moncy conditions, good investment 
demand, firm adviccs from London and the alluounccment in Pe1)ru;uy regarding 
tho repatriation of sterling debt. The pricc of 3; pcr ccnt. Rupcc Papcr rose 
from Ks.84-12-0 on the 26th Junc to Rs.96-4-0 on the 11th Pcbruary, tlic Lighcst 
level reached since the ol~tbrcak of war. I t  will bc noticed irom Statement XVI 
t h l  t h ?  lowcst priccs of all securilics hcluclc!tf in that  gtatcmcnt rccordcd n 
distinct advancc ovcr the previous y e t ,  though thc highcst priccs wcre oftcn 
dightly lowcr ; the range 01 price variation would thus appear to have been rcduced 
during thc ymr. The termhalde loans as well as the provincial loans generally 
follomed the hend of Rupcc Papcr. 

Thc table bdow gives t8hc avcragc face and markel; values of the rupec 
securities of the Govermcnt of India. 

(In crom of Bupow). 

Ycar. Fuco Valuc hlarkct Value. Yemsntago of 
(1 1 (2) (3) (3) to (5) 



56. Post OJlux: 5 Ycar Cash CertaJdes, 10 Yeur D$I!+WA! Satriwr~s Certificates 
atul Posl O J P I ~  rS'fn16nt~s h ~ k  Uepob'dl~.4tut.~n1~1lt XVIlI ~howu the trnnsaclions 
iu Pont Oficc 6 Ycsr Cad1 Ccrl,ilicaten ninc:c thoir introduction in 1917-18 aud in 
Ptmt Oficc Saving Unnk Deponitx nincc 1913-14. During the year there w-M no 
c h o ~ ~ g  in thc imut! price of thc cash ccrtificabes, the yield thereon continuing at 
24 per oc!ut. c:oriipo~rnd interest, Ircc of income tl~x. Hurricd encashmenta took 
p1;lco owing to nervousuess engend(:rcd by thc m-rn developn~enls in May, ant1 the 
repayments of cash cerkificntcq during the 3 month May to July smountcd to 
Hs.6-64 czores, bcing Rs.3-75 crore~l more than (luring thc corresponding period of 
t,he previoi~fi ycnr. Uuriug the same peritd unlcs dcclincd sharply from Rs.3-27 
c:rorem in 1939-40 to Hs.l.24 crorce. Confidcncc rcturned from July and the tlamnnd 
for repayments gradunlly fell to thc lcvcl of pro-war m0nt.h~. Total rcpnymcnts 
during the yciu were R.u.14.93 crorcs as agaiust Ks.12.80 t:rorelr in 1939-40. Saltx, 
however, fell considcmbly to H.s.4.89 crorw fro11.1 Rs.10-25 crores in the previoua 
year. Thc fnll in sales inay be attri1)lltetl pnrtly to the introduction, early in June, 
of thc 10 Ycnr Defenac! 8:rvings Ccrt.ificates with s higher yield. These we 
issued in deuo~linat,ions of Rs.10, 50, 100, 500 am1 1,000. Thc maximum holding 
is lirnitml t,o Rs.6,000 for cnch indivic1u;tl nnd thc yield, for a oomplete yeritd of 
10 ycm,  works out a t  39 per c:cnt. compound interest, free of incomc tax. Total 
salts of these certificntcs np to the 31st March 1941 amounted to  Re.2.41 crorea. 
Encashnlefitn dnring thc ycar amounbd to Ru.12 lnkhs eo that tohe amount 
oulstanditig nt, tthc c i~d of t.he yew stood at Rs.2.29 crores. 

Tllc rate of inbcrt?ljt, on Post, Officc Savings Hank D(!po~it.~ r(!lr~nilicd unchanged 
at 14 per cc!nL. per imnnnl. NitI~dr~wnla during 3l:iy ant1 Jllnc amounted t-o Hs.7-01 
crorcs ant1 Rn.lO.12 crores re~pectively as c:ompr~rcd nith R.s.3 93 crorcts autl Rs.3 - 50 
(:rori?u in thc corrcflpondi~lg 11iont1ln of 1039-40. From July onwi~r~ls withdrawals 
showed a marked de~:lino, nnd thc total a m o ~ ~ u t  wit,hdrawn during the whole year 
was slightly lowcr at. Rs.45.09 crores as compnrd with Rs.46~22 crores in 1939-40. 
Total depo~ita during the year wcrc, howcver, considerably lower nnd amountcd 
to Rs.25.35 crorea only ns ngninst Rs.44-51 crorea in 1939-40. 

With a view to encouraging people of limitcd Incans who wish lo invest t.hair 
~wvings so an to nssiet the war effort, e new schcme of Post, Office Savings Bnnk 
oaaoants to bc known as Lhe Indian Post Office Defence Savings Bank, ww announced 
during thc year tso come into operation with eIlecL from April 1 1941. The principal 
feature of thc scheme is that the deposits will 1)c repayable not on demand but a 
year alter thc wnr, thc rate 01 interest on t h ~ c  dcposits having been fixed st 2; pcr 
c:ont., frcc of income lax, i.c?., I pcr ccnt. higher than the existing rntc on ordinary 
Yoatal Saving Bank nccounts. 

IX. CURRENCY. 
57. N o k  Circu1atiat.-Stalerncnt, XIX ~hows the groes and active ~irculst~ion 

of cnrroncy notes and Iittcr bank notes dnce the quinqnennium ended 1913-14 
together with the precntage annual rise or fall in tho activo circulation at the end 
of each year as wcll a8 the average for thc ycsr. The total notee i u u d  ~tood at 
Ru.269-25 cmrcs at thc ond of 1194041 with an average for thc p a r  of Rs.258.77 
crores, the corresponding figuros for the previoul; ycar being Hs.252-21 crorcs and 
Hs.227.75 crores. The active circulation roso to Ba.257.66 m r e e  a t  the end of the 
year undcr rcview from Rs.238-35 crores at the close of 1339-40. It variod within 



a range of Ru.28.48 cr0re.q wit.h a maximum of Rs.257.66 arorm during the 
wack endcd the 28th March 1941 and a ~uiuiruurn of Rs.229.18 crores in the week 
c n d d  the 27th Scpt.cmber 1940. The avcrngc. ;rct,ivo circulation stood a t  Rs.241.62 
croree in 11040-41 compared with Rs.208.86 crores in the previo~ls year. 

Tho two ycars 1939-40 and 1940-41 regitltcr~l incrcrrscs of 16 and 1G per cent. 
respectively in average active circi~llrtion compared with a fall of 3 per cent. and n 
rise of 6 per cient. resptivcly during the first two years of t.hc last war viz., 
1914-15 and 1915-26. 

The following table nhnws tho avcrasgo p a s  and active circ:ul;4tion during 
19 uonthn ninc:e the war and compares tohe same with corresponding figwcs in respect 
of t,he 19  month^ prcc&g the outbreak ol tho war. 

(In crnrea of K u p )  

Nineteen months ended. 

Average oimlation. k h  1941. August 1919. Pement-age rirc or fall 
01 (2) over (3) 

58. E~mAn6etrl of Foreign-Circle Nola.-Statcrr~cnt XX shows the enoash~ncnt 
of foreign circlc notes in 1040-11. 

\fTith thc improve~uent in re~nitlanco iiioi1it.ie.u particu~larly siuce the int,ro- 
duction of the new sc;hc?~ne fro111 lsl O(:tol~?r 1040 (vide para. 82) notes nro boing 
utilinml to a snill(!r cxtcnt, RM a i i ~ d i u ~ n  for rc~nittance. T ~ I I M  d(!~pit,c the increased 
blisinoss activity ro~~ilt,ing from the war, tho total encuhmcnt of foreign circle no ta  
in 1940-41 at  Rs.16.73 crorcs w a ~  l.lic? l o w ~ u t  ~ii~(:c 191 1-12. The largwt encrrshment 
of no ta  was effected ~ I I  tho Bolrlbny circlo a t  R9.6-87 crores which --us twice tho 
iunount enenshed in thc Cnlcutt8a circlc being the next in order. Thc value ol no1.r.s 
of cach of thc thrcc circlcs Bombay, Calcutta and Mwlran encashcd in foreign circlen 
was ovcr Rs.3 crorcs, and of Lahore a litt,lc leas tlia11 t.his arnount. 

69. Ah.~(wpti(m of L y d  T d e r  Curret1cy.-Stat.onled. XXI givce thc averagc! 
annual absorption of notes, rupeesand wnsllcoinlor Cl~e qninqucnnium endai 1!)18-29 
and the annual absorption for cacli of the ~nl)?leqacnt 24 yoars. 8incc? thc Bank 
assilmal the manage~r~ent of thc currency, t,hc variations in the figires of note8 in 
circulation as givcn in tho wcddy returns of the Issue Depsrtmcnt of the Bauk nrc 
taken to indicate absorption or return. Noten in circulntion now include tbt: rimounts 
held in the Govemeut  Treanariwi well ns by tho public, but exclude tho holdings 
of the Banking Departmcnt of thc Rcw~vc Bank. The absorptiou or rcturn of rupee 
coin nicnns thc dcclino or risc respect,ively in t,he amounl of nipec coin held iu the 
Issuc Dcpertmont of the Bank. As under Section 33 of the Bank Act " Hupee Coin " 
in the lssue Department does not incIu(le half rupec:s, thcsc have been excludcd since 
1936-36 and shown under nuinll coin. Ii'utthcr, sinco the 24th July 1940, rupee 
coin includw Govcrnrncnt of India one rupee notes. 

During the year under revicw, thc total absorption of currency including notes, 
rupew and small coin amounted to Hs.5G.60 crores as agaimt Ru.61.72 crores in 
1939-40. Tho abe~rpt~ion of rupees was 33-23 croretl- tho hoaviest during any 



year uincc 1918-19-as spinet 10.08 crores, and of notos Rs.19-11 crores compared 
with Rfl.49.45 crores during tho previous year. Alt,ogether, the heavy absorption 
of currency during the last two years amounting to Hs.118.32 croreu comparcs with 
a return of currency during 20 years endcd 1938-39 of Rs.68.14 crorcs made up of 
an ahsorption of Hs.55-52 crores of notes and Rn.6.84 crores of small coin and a 
ret,u.rn of Es.130-50 crorcn of rupee coh~. Thc cxtont of the dermmd for c:urrcncy 
created by t.he war is moro apparenl; from thc following Egurerr of absorption and 
reLurn di~ring tho 19 months of war 11p to Mmch 1941 nnd tho I9 months before 
thc war ondcd August 1039. 

Ahsorpbion (+) R~.tim~ (-) of Cumncy. (In hkhs of Rs.) 

Nolc~, Rupwo. 8 1 ~ ~ 1 1  Coin. Total (including 
~mnll  coin). 

No rupee coin was rctumcd to Govcrunlent during the year under section 36 (1) 
of t-he Bank 9c:t, as during the three prcviona years. On the othcr hand, rupee 
holdings having fallell below t .11~ ntatlltory minimum of Rs.50 crores, the Bank 
rcceivcd 12 crorea of rupee coin (luring the year from Govcrnmcnt under eection 36(3) 
as amcnded on the 24111 July 1940. 

The two gapha accon~yanyiug St,atc.mcnt XXI ehow the progressive absorp- 
tion or rcturn of (1) nolw and rupc? coin together, wcck by week, and (3,) notaa, 
rupeo coin and small coin separately monL11 by month since 1937-YH. 

60. Hoarding of Rupee Ccin and Conversion of Ndcs. -The monthly absorption 
or rcturn of  note^, n~pee coin and smt~ll coin during the last two ycars is shown in 
Statomcnt XXII. A graph is attached ~howing the absorption of currency since the 
war. Thc linear diagram shows tho monthly progrcssivo absorption while tlic Bar 
chart represents thc nbeorption month by month. It will be uecn thnt during the 
first four moriths of wnr there was an unprecedcntatl abwrption of notes 
to the extcnt of He.57 mores; the nnlount of rupee coin and snlrtll coin 
absorl)etl dnring the amc. ~rionths was Rs.11 crores and Rs.l.41 crorcs 
rm~)cct,ivcly. This Grnt intcnsc phaso of war-timo absorption reprcscntcd a 
npurt in the trade dcmand for currency resulting iron1 incrcnscd business 
activity as well nR n speculative l~oom. The tratle deniand for currency (mainly 
notes) alatod in tho succeeding months and the clcmand for rupee coin for hoarding 
incrcuscd. In this t:onncction i t  is noteworthy that where~a s largc and almost 
continuous rclurrl of nipee coin had gonc on since 1920-21, thc trcndwas reverscd on 
thc oulbrwk of war ancl a ntaidy outflow ol rupccs cnsued. Bctwe~n Scptcnibcr 
1039 and April 1940, 22.09 crorcs of rupee coin wcro absorbed, of which a part a t  
least pwscd into privirtc hoards. The crnxc for hoarding tiprcad and became 
wnaidcrably acceutuntd t,marda the lnnt wcok of May 1940 on tho ncws of French 
rcvcrscs and turned into a scramble in June when the Bank had to  pert with Rs. 15- 13 
crores of rupee coin ; and from thc 15th June to the cnd of August there warr a rccord 
return of notcs to t.ho extcnt of Rs.21.93 crorca compared with Rs.8.89 crorca during 
thc corresponding period of the previoiia yoar. The authoritice continued to iseue 
coin freely and without limit to thc public, and the holding of rupee coin in the I ~ s u c  
Deparltucnt of the Bank, which had stood at Rfl.76-87 crores on the l ~ t  Scptomber 
1939 fcll bolow the .statutory limit of Rn.50 crores by the 24th May 1940 and waa 



fi~rthcr rcduccd to Rs.36.1 crnrcs on thc 2lst .Tanc. Soxne action wns nccepsnry 
to dcnl with a situation undcr which thc mints working nt full prcswlrc ooultl not 
repbce the coins disappearing from circulation and which involvd gnvc  
inconvc!nicnce to  the ynLlio and danger to the community. The withdrawal fro111 
circulation of over 40 crore units of wlno from thc crcdit structure of thc country 
threatened a dislocation of trade and slump in prices. 

On the 25th June therefore, the Government of India promulgated a rnlc 
~ ~ n d c r  the Dcfcncc of India Act making it ;m offence for any person to acquire coin 
in cxcclls of his pcrsonnl or blutincsfi rcquircmcntn m d  providing that in cases of 
doubt the judgment of the Reserve Bank or its duly appointed ngcnts ns to what 
constituted the reasonable requirements of an individual should bo conclu~ive. 
Earlier, ou the 10t11 of June, an amendment of sub-rule (2) of rule 90 of thc Dcfcncc 
of Indin Hulcs had prohibited r c h l  to acccpt coin or notee in payment of a debt or 
ot,hermise. While the notification of 25th June succeeded in it0 objcctivc of reducing 
the totaI demand for convemion of notea, its immediate effect also was to intcn~ify 
thc dcmnnd for amnllcr lots, and special nicrururcs had to be taka to cope with it. 
In  Bombay, Hs.50 in rupee coin and h . l O  in small coin were regarded aH ordinary 
individual req~ikmeuts and indents up to that limit were met in full, whiIe in Cal- 
cutta, RE.&% for nn individual and Rs.300 ~oRR.BOO for n bnsinew firm were considered 
as tlie maximwn limit to mhich rupee coin co~dd ordinarily bc iss~~cd. In Calcutta, 
u in Bombay,  large^ bauks and leading business houses were supplicd with their 
tleluands ia fulI. In  Bombay, a r r a n p e n t s  were further made with the 30 s c h d u l d  
banks having their oficcs in t.hc city, to givc rupec coin aud m a l l  coin up to tho 
maximunl of Rs.50 against currency notcs. Spccial facilitics wcre a l ~ o  o f f 4  by the 
Bank by opening 6 small change depota on the 4th July a d  4 more on tho 5th a t  the 
principal rl~unicipul mrkctti. Thwe tfcpots worliwl till the afternoon of Saturday, 
the 13th July, when the rush subsided and the demand for coin declined. 

The situation was finally w e d  with the introductiot~ of thc Covement  oi 
India one rupcc notca on thc 24th July a d  wibh the inoreasing supplics of ncwly 
minted rupee coin in the followhg mouths. Later, rupee coin began to return as a 
rcsl~lt of thc prolu~ilgntion on thc 11th October 1910 of the O f i a u c e  calling Ior the 
withdrawal of Victoria Coin. 

61. Gi.m-rntru..nt oJ Z,diu &te Rupee N&s.-The scarcity of a wit  of exchange 
sn~aller than thc lowcst dcnomiuation of notcs wrrs acutcly fclt as a rcnult of the 
hoarding of rupees. Government accordingly k u e d  an Ordinance on thc 24th Jnly 
providing for the itme and pottiog into circtilation of Covt!~1111ent of India one 
rupee notcs with in~~ncdintc effcct. Such note8 wcrc to IN cumnt in BritLZl India 
in the same manner and to thc same c s t c ~ ~ t  aud as fully a3 the siIver rupcc coin ns 
isslied mder the provisiou of the Indian Coinage Act, 1006. They were to be lcgal 
tcndcr in British 11rtlin for tllc prryu~c~~t of uny amount and were to be deemed to be 
inclndcd in thc cqrcssion "Rupcc Coit~" for d thc purposes of thc Bad- Act,1934. 
The same Ordinance also promulgated consequential amendments to thc Reserve 
Bank of Iuiia, Act a b e d  a t  fac:ilitatiug the imuediate c:irculittion of the rupee notcs 
through thc Rcscrvc Bauk as supplics bccnme avdablc. 

Ati it would hnve taken some time hefore adequate supplie~ of new one rupee 
notes were made available, it was arranged to issue not.es which had bwn printed in 
1935 to meet a possible contingency but Lad not been ueed. It may bc ~ncntiond 
that onc rupcc notes were also intrducecl during the lust war in December 1917 with 



a view to cconomieing thc use of silver, and had attained a g-008 circulation 
of Rs.13-49 crores in 1919-20. The pntficnt issuc hss also proved popular. A new 
and larger-sizcd iasue oI th~nc notcs measuring 4" by 2&" has been put into 
circulation after the (:IORC of the year u d c r  rcvicw. 

62. AbsMptimt of SmU Cnitt.- Statement XXTII ~homs the annual absorption 
of ~rmrl l  coin (excluding half pice and pie pieccx) by denaminat.ions for e ~ c h  of the 
yeam 1919-20 to 1940-41, and the nvcmgc annual absorption for thc last war and 
pre-war quinqucnniums. The absorption of small coin a t  Rs.2.19 crorea in 1939-40 
was the Inrgcat since 1919-20, when it amounted to R.s.2.28 crores kcluding half 
rupees ; indeed, during thcfirst seven monthsofwarSeptember 1939 to  March 1940, 
the total absorption amounted to Rs.H.63 crores, and thert! hrd hccn a return of 
Rs.42 Iakhs during the previous 6 months of the ycrbr 1939-40. During the year 
under review, there wan s record shnorption of 118.4-26 crores of which half rupccs 
and four anna pieces (including nickd) rcspcctively accounted for Rs.l.53 crores 
and Hs.l.02 onbrcs. Thc absorption of yiher, nickel and copper coin amouuted to 
Ra.2-56 crores, Hs.1-48 crorcs and Rs.23 lakhs respectively. Not only was thcrc no 
return of small coin during the &lack scason of 1940-41, but thc absorption was par- 
ticularly heavy during the pcriod May to July 1940 amounting to Hs.l.34 crores, 
owing mainly to the withdrawal of whole rupcc coin for hoarding. 

Thc war period hm thus been onc of absorption of amdl coin of every denomi- 
nation throughout with the exccption of a slight return of Rs.2.47 lakhs worth of 
four anna nickel coin (luring April to  Novmbcr 1940 and H.s.80,000 or~c anna nickel 
in Beptcmber 1040. 

Thc following tsblc comyarcs t11e absorption of amall coin 1)y dcnominafions 
during the 19 months of war, Septcmbcr 1939 to March 1'341, with a siruilar perid 
immediat.ely prccedq t.he war, viz., February 1938 to August 1939. 

(In laUs of Rupeee) 

12 months. 
SepLcurhr-August. 19 months 

Dcnominatione. 
War period h - w a r  War prid Pm-war 

period. period. 

NICKRJ, 
4annae. .  . . . . . .  + I3 - 6 + 15 - I1 

. . . . . . . .  2 annar + 80 + 1 + 1.29 - 3 
I unm . . . . . . . .  + 8s + 6 -t- 1,29 + 8 
Total Niokel co i~~n  . . . .  + 1,90 + 1 4- 2,73 - -  G 

COPPER 
Yicc . . . . . . . .  + 27 + 13 + 39 + 2% 
HulfPice . . . . . .  + 1 + 1 + 2 + e 

. . . . . .  Pie pie- + I + 1 f 2 + 1 
TOM C o p  . . . . . .  + St) -t- 16 + 43 + 26 

Total S m d  Coin . . . .  f 4.61 + 2 4- 6.91 - 6 



63. Seasonal Absorption.-Statement XXIV with the accompanying graph 
shows the b u y  settson absorption and ~ h c k  scnfion rcturn of notcs and rupcc coin 
for each of the 21 yclrrs from 1920-21 to 1940-41. The volmne of currency in cir- 
culation usually rcflccts the incitience of the busy and slack seasons, rising and falling 
with their alteration. During thc year undcr rcview, howevcr, the derrmud Tor 
currency failed to reghter the normal seasonal variations and instcad of a rcturn 
thcrc was an outgo of currency in the slack sesson. Ordinarily the slack sewon 
is t&en to start when currency bcgins t,o rct,urn n h u t  February or March ant1 ends 
about Septomler or October when reburn givcs phoo to absorption of cimenc:y. 
The alack -on of 1940-41, however, lnay be taken to have ended on thc 27th 
September 1940, when thc total nlrxoytion of currency wae a t  its lowest. During 
the 29 weeks of thc slack ficrson 9th March to 27th September 1940 a return of 
currency totalling Rt1.22.26 cmrcs was noticct'l intcnrlittcntly in 13 weeks. The 
remaining 16 wceks hut1 a total absorption of h .44-29 crorcs, giving a nct abanp- 
tion for tho first t i~nc during thc slack ~eallou of Re.22-03 crores. AB the stnten~cnt 
ehows, the return consisted exclusivcly of notcs of thc val~le of Rs.14.36 crores, while 
rupee coin cont.inueti to be absorbod throughout, the absorption rcaching 138.36.39 
crorcs during thc slack scnwn. On the other hand, the busy season had a relatively 
smaller absorption during the year, duc pwtlp to the earlier abnormal absorption 
in the nlack wnon and partly to the increnscd difficulty of lnarketing ;rgriculturaL 
producc w rr rrmllt of the lose ol cxport nlarkets and thc conscqucnt low prices of 
raw niatcrial~ and prtduats in the month of January and February. Ab.riclliturai 
pricee, however, began to improvc in Martdl and lhitl helps to explain thc contini~d 
absorption of currency evcn after 5larch 1942 tllongh ininc:reasing indusl.ria1 activity 
duc to war onlers was also an inlportant factor. Tho total nbnorption duriug the 
busy season upto the 2Ut11 LIarah 1941 mounted to Hs.2G-39 crores only mnclc ny 
01 an absorption of Hs.28.48 crorcs of notes nlid u roturr~ of Rs.2.09 crores of rupcc 
coin, as ag~~inr t  a total irbsorpliotl of Hs.83-11 crores in thc butiy HWHOIL of 1939-40. 

64. R u p :  Cffi~s'~1.~.-Statemellt XXV shows thc nnniber of Rupees minted 
since 1835, and Statement XXVI tal)~llates the rcsults of thc annual examiml.ion 
of a portion of the rupocs hcld a t  cnoh trcrrnury in India ancl Burma in odcr  to 
deternine the composition, according to t.hc tlnte borne by the coins, of thc rupcc! 
coin in cjmnlatiou. Tho proportion of Victoria coin, pnrtic:nlarly Victoria Einprcss 
1877-1901, hnn dcclined ntclrdily ahlce the first slurp reduction frolr~ 37 - 30 per cent. 
tso 21.81 per cent. in 1934, and sti~w3 at  1U-33 per cent. in 1940. Thc proportion 
of Edward VII  1903-11 and George V 1911-22 coin has, on the oLher hand, inc read  
in almost cqual dcgrce nhcc 1934 and was 34.59 c~nd 63.57 pcr cant. respectively 
in 1940. 

Tho Rupco Ccllnil~ h;~n from tinlc to Liuc been u e d  ns the IKLY~H of estimating 
t.he amount of ailvcr nlpccs in c:ironlntion, but t.llese estiulatcs wcrc novcr cIainled 
to be anything more than rough nppmxinl;~tious. h ordcr t.o see if closcr estimates 
cod1 not be obtained by the application of improvcwl niatistical mcthod~, Prof(?wor 
P. C. Mnhnlanohin of {.he Statistical Laboratory, Calc~~t,t.rr, wax nsketl carly in 1040 
to emmino thc rrvailrrblc mntcriel ;uld 1.0 review thc 111cthod~ cl~~ployed in rrauliug 
the sstimat.es. Yrofessor Mahahnobis  hi^ nuh~llittctl a11 iutcrinl rcport in which 
i t  i~ pointed ouL that the avuilablc data arc inadcq~rntcv autl tltiat. lurthcr iuvcstignt,ion 
is requird bcforc a rcusonably rclia1)le method wuld bc ilcvisd. The investigation 
is proceeding, but in the lnesnwhilc thc Profwor'n report is publiehod afi an appendix 
to  t h b  Report (Appendix I) as i t  may be of intcrcst to ~tatjtlticiaus and  other^. 



X. MISCELLANEOUS MATTERS CONNECTED WITH 
COINACE AND CURRENCY. 

65. Chaym in tlre Pwm of No!es.-Thcrc was no change in reepect of any 
denomination or pattern of Reserve Bank notes during the year under rcvicw. 

66. CircuIatimt of Ndes Iry Dettmi,~io~u.--8tstement XXVII shorn tho 
relntivo popularity of the different denouhntions of notcs. The Govermci~t 
of India one nipce notes ksued during the ycnr are not included in the Statement 
aR these are to  be regarded as rupee coin for all pilrposes of the Bank. The 
Rs.10,000 dcnornination hns alqo been excluded, aa it is scldom 4 exccpt by banks 
for making large djugting payments. Owing to heavy encnshments of notes, 
particularly of lowcr denominntiom, during thc year, the proportion of 5 nnrl 10 
n~pcc notes to totd circulrrtion fell, and of 100 and 1,000 nipee nokn rotw ~lightly. 
The ten rupcc nole continued to be thc most popular denominntion representing 
40.6 pcr cent. of thc to td  notes issucd, and tho 100 rupee noto came ncxt in ordcx 
with a circulation of 33.4 pcr ccnt. followd by the 5 rupee not2 wit11 18.3 per 
ccnt. 

7 Lije of Notea.-The lifc of a note is t.he period from thc t h e  of  it^ isuuc to 
the t;imc of cancclletion, thc cnlculation bcing based on the ratio of thc number 
of notes outstnndiug in n ycnr to the number of notcs cancelled dining that; year. 
The table bclom gives in montha thc life of notcs of each denomination for the lnst 
three ycm. 

(a) Including notce hcld in the currency chats. 

(b) Excluding notcs held in the currency chests. 

The actual period for which the notes ordiniirily remain in circulation mriy 
be taken ns being betwccn the limits shown by thc nbove two sctu of figures. 

08. Old Nutes.--Section 34 oi tho Rcserve Bank of India Act provides t lu t  
any Currency note or Bank note which has not bccn presented for payment within 
10 ymrs from its dntc of issue shall be dwmcd to be no longer in circulntion. The 
value oi the Currcncy notes written off under this section during 1940-41 amounted 
to Ka.92,950 compared with Hs.99,290 in the previous year. Not-es amounting 
to Rn.2,330, which had been previously written off under this section, were prcscnted 
for payment during the year under review nnd were paid by the Baking Department. 



69. &st, Dealrqed and M ~ i l a t d  Nola.-Tho statcment below givee detaif~ 
regardbg lost or wholly deshoyed, hnlf nnd mulilated noks in respect of which 
claim were a&llittcd during the year undcr rcview. 

No. 01 cbimn h'o. of Amount of Amount pnid 
admilled. piww. nlaimn against 

ndmittod. clr iw.  

Lost or wholly destroyed 
notos . . . . . . 

Half notce . . .. .. 537 636 67,900 27,090 

Mi~tilatod notcu . . . . 24,253 04.488 871,764t 649,022i 

Repwmnte amount puid during 1940-41 in respecL of claims dmitled five ycrm bfor6. 

During thc ycnr llndcr review, only two f&e claims in rcspect of defective notcs 
were reported, one in thc Culcutta Circle nnd the olher in the Lahore Circle. No 
prosccution was instituted in rc~pect of the former ae the policc inquiry proved 
inconclusive, while prosecution in connection with the letter was still pending a t  
the cloee of 1940-41. 

70. Note Forgm'm.-The total numbcr of iorged note9 received during thc 
year was 1,198 m compcud with 2,196 in 1939-40, distributed as follows. 

Re. 1. h. 5. HR. 10. Rs. 100. Rn. 1,000. 

No. of fnqorim . . 7 117 083 89 3 

396 c a w  of lorgeries wcrc detected in Calcutta and 345 in Rangoon. The 
following tablo gives oertah particulars regnnlhg prosecution3 against forgeries for 
the past thec  yem. 

Fmh Pcnding at Tolnl Discharges. Convictione. l'mdiog. 
Proeeculiom. tho cnd of t r i u l .  

previouu - 
yar.  

71. Coinage.. --During the year under review two Ordinances, viz., the Indian 
Coinagc (Amendment) OrJi~~ance and thc TndLn Coinago (Third Amendment) 
Ordinance wcrc promulgated, with immediate cffcct, on the 2Gth July 1940 and 
the 23rd December 1940 respectively. The fitst redilad the lineness of the half 
rupefi, and the second that of the wholc rupee, irom clcven-twelfths of fiue silver 
and one-twellth of alloy to one half of finc silver and one h l f  of alloy. In view of 
the incrcnsing ehuItaneous demand for half rupees and wholc rupeea, i t  was felt 
that it would be wasteful to turn out large quantities of these coin of the prcwnt 
fiueness. It was also felt that the rcduction in fineness woultl discourage the hoarding 
of thcsc coin. In  t e r m  of the E'inance Department Notification No.D/6738-h' 
dated the 23rd December 1940 the new rupee coin nre milled on the edgc wii.h 
a serrated or upright d i n g  ; in thc centre of the millcd edge, there is a shallow 
groove with n design inside in two  section^ neporated by blank spaces, and the 
deaign inside the groove consists of alternate beadtl and diagonal linca in relief. 



Statemcnt XXV gives mintages of rupee coin since 1836. No rupee coin 
were mintcd between 1922 ttnd 1940. Tn 1940,3.33 crores were coined.inoluding 
2-55 crorea of quarternary rupees. Tn all, 650-90 crorea of rupee coin have been 
minted including Rs.7.70 crores for States. 

The following table givcs the total mintage and the dates of the fimt isvuc in 
the Bombay and Caloutta Mints of the rupee coin and the various denominstions 
of small coin issued during 1940-41. 

Hornbay Wnt. Calcutta Mint. 
1)enomincltion Amount Dub of Amount !)ate d 

coiued. Grnt iswc. coined. fimt h u e .  
Rs. HR. 

Standard Rupwn . . . .  98,02,17H 23-12-40 .... 
Quarternay Rupcen . . 8,Ull,(U).(NW 23-12-40 
8tandnnl IInlf Hnpeas . . P2.25,87I/H . . 17,5d,G/8 
QuartLmrrry Hall Ituyees . . 88,00,00Oi8 27-8-40 1 , l l  Wcck cnd~d  3-8-40 

Rtandnrd Qurtc.r Rupoee . . 17,00,108/8 .. 2,51,987/12 
Quntlernsry Quarter Rupees 64),4M),Cd)4/4 30- 5- 40 1,07,56,318 \ b k  ended 13-7-40 

Nickel -121- . . . .  58,15,717 . . 66.tt5,M)O .. - / [ I -  . . . .  71,12,387/2 . . Sn,:4n,rfiw 
Sin~lc Pice . . . . . .  11,00,688/10 . . 1 8,WH),H00 
Half Pioe . . . . . .  4l,S29/l . . 1 ,~.O00 
Pica . . . . . . . .  1.18.103/7 . . 17,500 - -- - 

Tohl  . . . .  12,20,1I,9ifi . . 3,86,86,962/4 

72. WilhcErazoaE nf Silver Coin.-The Indian Coinage (Second Amendment) 
Ordinance which was promulgntcd on thc 11th October 1940 provided for the 
recall of thc Victoria rupee and half rupee. In  cxerckt! of the pnvern conferred hy 
this amendment, thc Finance Department Notification No.D/C-18Gl-F called in, 
with effect from thc 1st April 1941 all rupee and half rupee coin bearing on the 
obverse thc effigy of Hex h t c  Majesty Queen Victoria, untl directed that, on srltl 
from that date, these (:(bin should cease to be legal tendcr exccpt (1) at  thc Otficcn 
of the Issue Dcpllstulcnt of the Bank a t  Bom1,ny and Calcutta until further notice, 
and (2) a t  any Covcrnnient treaaury or p i t a t  officc till the 30th September 1941. 
Apart iroln iulproving the quality of coil\ in circulation, an object of the Ordinance 
was to recover the coin from unccononlical hoarding. The total v~~luc! of Victoriu 
and other coin wit-hdrawn from circulation cli~ring 1939-40 aud 1940-41 was as 
follows. 

Ot.bor ur~ct~rrcnt coin . . 
Gbnrlad rupee coin mnl 

currency mmit.hces . . 



In order to avoid undue hardship to the publio, and to minimiac the extra 
wmk thrown on thc ~ h r o f h g  shff at  the trwuries and the Bank's Officee, 
the Government of India, in conw~ltntion with the Bank, docidd to renlove the 
restrictions on the acceptance of hght weight coin rcferred to in articlcm 65 to G7A 
of the Rcwurm Manud in rmpect of all silver coin, including George V coin. All 
thc Treasury Officera and Agcnte of the Branches of the Impcrial Bank of India 
were inetructed, early in January 1941, not to cxnmirle silver coin for light; weights, 
but to take care us usual to aee that counterfeit coin, urn1 coin bearing obvious 
~igns of frnudulcnt defacement were not accepted. 

The following table givee t.he n u ~ b e r  of light weight eilver coin withdrawn 
from ~imuletion during t h ~  year until thc removal of rc*qt.rictions referrcd to nbove. 

Over 2% Ovcr 6:y/o OVA' 2% Over 124% 
T)ennminatinn but not but not but uot but not Ovcr 25% !l'ntal , - 

mom thnn 1iinm than mon: than more than 
64% 25% 124% 26% 

Rupees . . . .  20,381 fi2,129 . . . . . . ??,ill0 
ILslf-Rupcca . . . .  . . . . 7,61,202 29.505 . . 7.Ro,707 
Qilnrter-Rop~ . . . . -. . . 10,29,G6ii . . lO,?l4,.%?i 
Eigl~th-Rupw . . . . . . . . 4,34,892 . . 4,2.1,592 

73. Wilhdrazuccl of Nickel and Copper coin. ---Eight nnna uickel coin were called 
in under Section IRA of the Indian Coinage Act, 1906, with effecl; front the let 
October 1924, and arc now rcccivod at  Isaxe  office^ only. Ilouble pice are 9160 being 
withdrawn from circulabion, but are still rcccivcd nt treu3uries as well ax Issue Officcs. 
The total uo&l value of umurrent coin end badly worn nnd defaced nickel, copper 
and bronac coin withdrawn frorrl circulution (luring the year wae as lollowe. 

RE. 
. . . . . . . . . .  U~~cufrrnt Eight. olrna llicliel 2,652 

com. Double Pico 1 1.753 . . . . . . . . . . . .  
. . . . . . . . . .  4 Pour umtr 11kko1 52,109 Badly worn aud 

&facod ,lickc] TWO nickcl . . . . . . . . . .  1,47,0fifi 
coppcr nnd bmnzc a n n ~  nickc] . . . . . . . . . .  11,M,218 
coin. . . . . . . . . . .  ( ~ o ~ p e r  and bronze 2.27,070 

. . . .  Total 15,74,H37 
-. .-- 

74. CouWfeit Coin.--The total number of countcrfcit coin cut a t  treaeuries 
nnd railway strrtionn during 1940-41 wae 2,81,183 set 3,14990 in Lhe prcvioue 
ym. Them countcrfcits wcre di~tributed as follow8 :- 

Hupcca Ilalf rupccs Quarter mpau Eigh1.h ropcen Oue crnna 

. . . .  v . .  1,77,M4 18,571 !).:304 3D6 .... 
Nickel . . . .  .... 81 10,710 43, $103 20.872 

The number of offence! in respect of couterfciting for the two yeura 1940-41 
and 1959-40 arc given below. 



XI. MONEY AND BANKING. 

75. 2 t l ~ y  Hdeu.-  StotemcnL XXVIlI gives moncy rotcs in India as on Urc! 
first (Iay of each month of the year. The Bank rat,c is thc btandard rate at  which 
the Reserve Bank of ln&a iu prepared lo lmy or rediscount bills of cxchange or 
other c o ~ c r c i a l  paper eligible for purchase under the Rcficrvc Rank Act. The 
Impezial Dank Hunrli rate is the rat0 a t  which the Imperial Bank discoullt~ f i r ~ t  
class three months' bilIs. The Iba7ar rates art! thosc a t  which the bills of mall  traders 
me reported to  have bat:n discounted by tihroffs; these are, of course, not official 
quotal.ionrs. The deposit rates for 3 months, G month# and 1 gear given in the 
statement are those clnotcd by larger hnnka in Boml,uy. 

7G. G m n l  E'edtcrris. -The Bank of Rngland rote, which was lowered to 
2 pcr ccnt. in Oclohcr 1939 renlaind at the same lcvcI throughout thc financial 
ycar under review. The Fedcrul Reeerre Bank of NewYork rate contin114 at 
I per cent. nnd the averragc of the 12 Federal Rcserve Banks' rate-s was 1 a 2 1  per cent. 
Thc Bank of New Zc~iland loweretl its rotc from 3 to 2 pcr ccnt. on the 27th Xay 
1940 wllilc tlre Bank rate in Swcdcn r a i d  from 3 t,o 3.5 per cent. ou thc 17th 
May 1940. Money rates in thc United Kingdom and the United States rc~nained 
eaBy throughout the yccrr. In  the Uniled Kingdom the averagc dis.count of 3 months' 
treasury bills rsrigccl between 1.02 to 1.03 per cant. and rates for 3 months' 
commercial papcr remained tjttearly a t  1 a 0 3  per ccnt. as compared bilh the 
treasury bill ratc of 1 a 4 7  per ecnt. and 3 months' commercial paper rale of 1 59 pcr 
cent. in the previous year. In  the U.S.A., the treasury bill rate fluctuated 
between 0.003 per ccnt. to 0.07 per calk. ahilc 4 to G months' commercial paper ratc 
averaged 0.50 pcr cent. 

In  Iudiu, monetary conditions rc~nnined casy Ll~roughout theyear under review. 
At  the begfinning of the year, the call money ratc was being quoted at 12 pcr ccnt. 
in Bombay but it progressively declined to per cent. towards thc closo of April, l n  
May 1940, howcvcr, on account of thc invasion ol the Low Co~lntries by Germany, 
banks preferred to increase ihoir cash resources to xncct possible withdrawals by 
depositorre and consequently tho call nloney ratc prob~ossd up iron1 ;) l o  1 per 
cent. 13ut this tennsjou ~ L L S R C ~  off and iu July thc call rate r e c d d  to pcr ccnt. 
Monoy remained wsy from July up to thc cnd of December on aacox~nt of the shck 
season, with thc call rate practically llnchanged aL f pcr ccnt. Uonetary eaet! 
wax also reflected in the largc cxccss balances which ficheduled bank8 maiutain~l 
with the Heeerve Bank ovcr the statutory nlinimum. In  October 1!)40, thc cxcess 
balances of thc scheduled banks with t,hc He~erve Bauk url~onntd to Hs. 40.30 
crortbw, which is the highat reoordd FO far. On thc ot2hcr h a d ,  the dulvauces of thc 
~c:hccluled banks werc! lowcr on the whole than in the previous year. Iu Janlinry, 
thcre was a slight i~llprovcnlent in dernanc! for funds but iL had prarac:tic:ully no effect 
on money rates. In  February and March, the deluand for iuu(1s iuc..rcnscd further on 
account of the busy eeaeon but the cxcess 1)alances of thc ~chcduled beiks still 
stood at Rs. 33-43 and Re. 24-56 crorea on an avcragc. Thus in spite of the b u ~ y  
ucason, money remained casy at the end of thc ycar. 

77. Redudion of fiiutr~p r)lsty.-The reduction in stamp duty ou uance bills of 
exchange eff~ict cd by the Central Govcrnincnt h'otificat ion dated thc lYth January 
1940, and rcfcrrcd to in the previourr rcport, &d not apply to Promissory Notes. 
I11 ordcr to  place promixeory notes on the same footing as bilk of exchange, the 



Government. of India, by a subsequent notifimt.ion dated the 23rd Novembcr 1940, 
reduced the tluty chargeable on promisfioy notcs n~ade. or drawn in and payablo in 
British Tndin whcrc puyxble ot-herwise than on dcninnd 1)ilt not more thau onc year 
aftcr date or sigl~t., to two annas for every one thousand rupccs or part t.11areof of 
thc amount. on t,he pronlissory notc, with rcttrospect.ive effect froin t.he 13th January, 
1840. 

78. Reserve Bank 4 Indin, Tssrrr! D(yn.rtmwbt.-SLa1,ement XXIX shows the 
tot.111 1iabilitic.s and a~ecl,a of tho Issue l)epart.mcnt of thc Rcwrvc Bank of Iuciis as 
on the lnfit Friday of e ~ a h  month of the year togcthor with their annual 
averages since the commcnccr~icnt of the operations of the Bank in April, 19:15. 
Stat.olwnts No. X U  showa notcs in circnlation on the last Friday of each month 
frotu April, 1935 to March, 1941. 

Notes issued show an almost, c:oritiniioua rise during the year under reviow. 
Notcn in circulation alm increased from an avcrgc of Rn.208-86 crores during 
1939-40 to Rs.242-62 crores during 1940-41. The total notes issucd in India and 
Burma rose from Rs. 251 a 6 2  crorcs on the 5lh April, 1940 to Rs.269.25 crores on t.ho 
281.11 March, 1941, the highest since t.hc inception of thc Balk. Nolee in circulatiou 
n . ~  llsual fcll dnring the slack season from Rs. 253.42 crorcs on tho l4t.h danc to 
li.s.229.17 crorcR on thc 27th Seyt.t.,xnber, and, with slight variations, cont.inucd 
about that level till t.hc cnd of November, 1940. Since that date notes in 
circulation showed a stcndy risc, froin Re. 229.15 crores a t  the end of Novcmbcr to 
Rn. 257.66 crores towards t.11~ close of the year undcr rcvicw. 

On the assets sidc gold coin and I)nllio~~ conlinued unaltered at R8.44-43 
crorca bc:ing 16 .ti0 pcr ccnt.. of the total notcs i~sucd on thc 28th March, 1941 conlparcd 
with 17.61 pcr ccnt. at  thc! c108e oI 1939-40. During the year the gold in the Issuo 
Dcpctrt.rncnt which was hcld in TIondon m T a ~  cxchibngal for gold held here on behalf 
of the Britinl~ Govcrmeut, so that the ent.irc gold racrvccl arc now Jocntcd in Tndi;~. 
Tho Brmk'~ holding8 of slerrling securities rosc from Rs.ll3.50 croros on 29t.h 
March, 1940 to R8.140 a50 c:roros on t.he last Friday of February, 1941, thcpcrccntage 
of gold and sterling sccurit.icfi to  total liabilities riniug from 62.61 per cents. t o  09-27 
per ce.nta. T o w a d  thc closc of tho ycir, t,he amount of nterling ~er:uritiw dropped t.o 
Rs.102-24 orora on account. of the repatriation of fit,crling dcbt nnd thc pcrccntagc 
of gold and nt.cr1i11g securit.iea ~onacqucnt~ly fcll to G4.47 per cent. The holding of 
rupee coin (including rupcc notcs) a t  thc end of the y~;tr under review amoutcd 
t.o Rt1.34-71 crores, the increased dcinnnd for rupcc coin having bccn I J L C ~  by iwuc 
on t,hc 24th J l~ly  of one rupee notes by tho Government of lndia in terns of tho 
Currency Ordinnncc No. IV of 1940. 

79. Ba.n,kiny Deprlvt~enC.-SL.atc~ue111 XXXI shows tho liabilities and assets 
of t,hc Banking Dc.p~rtnicnt of t.hc Bar& a8 on the last, Friday of each month during 
the year along with their annual svcragos for thc ~ i x  ywrs 1955-36 to 1940-4-1. 

Thc avcragc deponi1.e o£ schrduld bank8 with thc Rcscrve Bank rose fro111 
Ks.17.87 crorcs during 1939-40 to Rn.36.83 crorcs (Illring the yrar under review. 
The highest point since the inception of the Bankwas reachcd on tho 16th of NovcrnI)cr, 
whcn the total amount. stood st Rs.62-31 crorw. Thcrcafter, a gradual decline was 
noticablo owing to thc incrcascd dcmand for funds for thc bnsy aeason and aL the 
close of the year the scheduled banks deposits amountcd to Rs.35.49 crorcn. Such 
luge balance8 wilh Ihe Reserve Bank wuc mainly on ctccount of the incroascd 



balallces of exchangc hanks and the larger of thc Tndim ~cheduled ha&, while 
Kome of lht! sruallcr whed~lled banks frequently dcfauked in the maintcnnnce of the 
fitnt~~tory ~ninimum  balancer^ with t.hc Rcscrve Bank. An a~ncndment. to [.he 
Heserve Hank of Illilia AcL W;W, t,herefore, pased irr Novcmbc~ 1940 (tho Resarvc 
Bank 01 Intlie, Third Amcndnlent Act, 1940) i~r~posing heavy penallien on banb  
dcfanlt.ing pcrsi~tcntly and cn~powel.ing thc Rwcrvc Bank 1.0 IorLitI rlcfa111t.ing banks 
accepting further deposi1.s. 

Government deposit8 with tllc Bank avcragal Rs.17.50 crorea agsrinnt 
Rs.13-75 crores duriug 19011-40. The Bank's canh balance averag~xl Re.17.28 
t;roren againnt Rn.18-99 crores last ymr. From Tts.10.68 crores on t l ~ e  8th April 
1940 thc caah halnnco rose to Hs.29.14 crororr on t,hc 27th September and towards 
tho close of the year came down to Rn.11-71 crores. The balanccs hcld abroad 
averaged Rs.39-47 crores during tho year under review nginst  12s.12.19 crorw 
last year. 

80. Collsolidaled Portition of Schdtded Banks.--Skatomcnt XXXXI on tho 
~c:hcdnlcd banks' consolidated position rmonln avcrngcs of their demand liabilities 
and time 1iabilit.ies in India and Burma, c n ~ h  on hand and balemen with the Reserve 
Bank, advances am1 bills discounted in India and Burma and percentages of cash 
and advancan to dcposit liabilities for each mouth of 1940-42 along with annual 
avcragcsffor thc past 6 years. Demand and tir~lc linhilities reached a new high lcvcl 
during thc ycnr under review at Rs.285.63 orores on the 28th llarcll 1941 as against 
last yar'n pc:rk of lls.259-3(i crorcs. Thc total advance:r of ~c:hcdulcd ba& 
includitlg bills tliwountaol fitotwl a t  Ra.161.18 croreti on tho W,h April 1940, b u ~  
there W U S ~ L  gnd11:11 dcclinc after Juno 1940 tlnc to tIlc slack season. Front 
Rs.lG4.44 crores on the 7th June 1940 thc figrircs gradnally declinal to l t~. l00.66 
crores on the 22ud Nova~ll)cr 1940, the lowest smotulL reconlerl for tho ycar. With 
the advcnt of thc huuy gason the figucs ahowrrl a g d u n l  rise and at. the cloee of 
1940-41 they stood at Hs.130.80 crorw as colnpnrcd with Hs.163 - 11 mores a t  tho 
ond of the previous year. 

81. Clearing Hor~eSlatis1ics.-Slalement XXXTII gives  detail^ of the clearanac 
of cheques since 1928-19. While the an~onnt of cheques cleared through t ha &)mbny 
and Calcutta Clleariug ROUHOR dccljnd by about Hs.2,27 crores, tharc wrbs nn increase 
of Rn.57 t:rorex in thc nlnount of cheques clcared Illrough ot.hcr ccntrcs. The total 
amount, of chequcs cleared through all Uie aIeiiring 11ouscs declined by Rs.170 croran ; 
on the other hand, the total uuml)r,r of chcqnc3 clcnred incrcn.,,tnl from 153,00,000 t,o 
160,00:000 (vide Stattrnc!nt, XXXIV). 

82. Th Nt;w S c l w m ~  of Rmtit-tance B'acildies in  IancEi~i nnrl B u m . -  With a 
view to xtandndising and cxtcnding thc exktiug faailitics for thc remittance of 
funda, n ncw Scheme of Remitt.ances iu Indin nnd nlirrna was introduced with 
effect from t.he 1sL Oclohcr 1940. 1:ndcr thc ncw scheme, concession rates of 
remittances have been crtei~dt~tl not only to t.he public and the sohadul~d bnnks 
hut to thoue non-schcdulcd banks and indigenouti I)aukt!m who fulfil ccrtnin prescribed 
conditions and are includcd in an apyrovtd list to bc prcparccl by tahe Reserve Bank 
in consultation with tl~t! Provincial Oovcnunenta conccmr?d, 37 nun-ecl~edolnl 
I)an&n and :) indigcnons bankers have so far bee11 placed on thc npprovccl list. 
Supply Rills, I3.emitta.n~~ Transfer Rocaipts and Currency Telegraphic Transicrs 
are replaced u d e r  thc ncw sohcme by Bank Drafts, Reserve Bank of India 



Government Drafts and Tclcgraphic Tran~fcm rcspcctivcly. The new rat.es for 
different classes of remitlances are given in bhe t,al~lc bclow : . 

Up Lo Ra. 5,000;- Over KB. ii,tM)O/- 

RnB. Mi~cimuu~ RaLn Miniruccm 
pcrccnt. chtlrga. perce~d. churga. 

Us. a. p. Rs. at. 1). 

Government- Erlre. l'rovincial* . . 1\16 0 4 0 1 />2 :I P O 
Guncml Public .. .. .. 11'3 0 4 0 for 1/10 6 4 0 

drdtn & mo,il 
Ircrllwrnm. 

1-0-0 lor lnle- 
gn~phic 1.ruus- 
fore. 

'Scheduled Ranks1 . . 
Ot.her ~ s m i t b w  by & c h d ~ : l i  h n i b  J j~ 6 I " O  u I;?! :I 2 n 
Appmvd Non-Scheduled Bonks nnd 

Tndigcnuuu h k e r s  . . . . . . 1/16 1 0 0  1 /3Y 3 2 0  
Co-opemtive B a n b  and Sucictica . . 1/16 0 4 0  1 !32 3 2 0  

* Intra-Provincial Rcmittsncus arc madc ~N?C of charge. 
t Certain npwial f w i l i t i ~  have beon givon to Schcdulcd &I& and Provincial Co-operutivo lkmb 

for i.mnrrfcrn bctwem nccocint.~ maintained with thc Rcwmu Dank or itu agcnclm. 
(Tclt.gnun ch~rgcs will be leviocl in addition in I?.* of 1'. 'I'R.) 

Telcpphic Rantcfem, BILIIIC Dritfts and Mail Transfcre between places where 
tohe Reserve Sank has its own Officcs, or ia rcprcscntcd by itu T111pcrinl nnnk Agcncica 
having Currency Chest facilities, will be issued without limit, but the issue of 
Telegraphic Tran~fcm nnd Blrrlk Drab from aud to places where the Resenre Bat& 
is represented by Treasury Agencics will bc sul)jcct to t,hc following restrictions: 

RH. 
At or on a sub-treasury . . . . . . . . 5,000 
At, or on a t . r ~ ~ s u r y  (not being a sub-treaeury) 

cxccpt on thc Rc~crvc Bank . . . . . . 25,000 
At a treasury on the Itescfvc Rank Without limit,. 

Rcports from our officc~   how that tho puhlia, the tnde and thc banks arc 
11t.ilising the facilities afforded under the new schcmc to an increasing extenl, and 
that other form of re.mittaueee through the Post, Office, by mest3ctngem, et,:., arc 
dwindling exccpt in intcrior tmch lacking in hnnking f ~ c i l i f i ~ ~ .  Evidcncc of this 
in aleo afforded by Llic decline in the demand for encashments of foreign circle notes 
during thc ycur untlt!r rcview, 11otica1 elsewllere in the Report. 

83. Znt~!rrurl fimi.uUws.4bte11leut XXXV A and B allow8  remittance^ 
through thc Rcmrvc 13nnk of Indin and the Imperial Bar& of Indin ; Stntemcnt 
2CXXVI A and R rccord~ rcmit;trmcc~ throilgh Covcxnmcnt Agcncic~ during 
the b t  half of the year under review. Statistics regarding remittances through 
Government Agencies during the second hall of the ycar (1st October 1040 to 31at 
March 1941) unrlcr thc ncw tcchcrnc of rcmittrmcotc hnvc hccn givcn in Stntcmcnt 
XXXVl C owing to changes in the ncoounting procedure and a consequent change 
in the form of tht? Rtaternent under the new scheme. Mainly as a result, of the 
incrcnscd facilitica, thc total tranafcrs of funds thmilgh official ngcncics during tho 
aecond half of the year increased sharply to Ks.13.86 crorea from He.3-84 



croms during the first halt of 194041, the total for thc ycar thus being Rs.17-70 
crorcs against Rs.14-08 crores during 1939-40. 

The trotnI amount of telegraphic transfers iesued through tho Reacrve Bank 
of India during 1940-41 was Bs.293.87 crures nx ugnin~t Rs.325.67 crores in the 
preceding year. The transfern wcrc lnrgcr in the first half of the ycrv than in 
the corre~pnding half of t.he previous year, but regiintercd an appreciable drop in 
thc second half relatively to the preceding ycar. 

XII. ANNUAL ACCOUNTS OF THE RESERVE BANK OF INDIA. 
84. The Balance Sheet a9d Pro$& ond h s  Aocourzl of lk Reserve Bank of India.- 

Under the Reserve Bank of India (Closing of Annual Accountn) Act 1940 the Reserve 
Bank closed its account as on the 30th June 1940. Stntoments XXXVIL and 
XXXVIlI reproduce the Balance Sheet and Profit and Loss Account of the Bank us 
on the 30th June 1940 which woro submitted to the 6th Ann~lal Conoral Meeting 
of tho sharcholdcrs of the Bank held a t  Bombay on thc 5th August 1940. The 
Bank's income for t.he hali-year amounted to  Re.83.90 lakhs and expcnditurc 
amountal to Rrr.54.61 lakhx, lcaving n net profit of Rs.29-29 Inkhs. Of t.his 
nrnol~nt R8.8-75 lnkh~ wcre utdised for paymeht to nharcholdcrs of a dividend 
at, t.hc rato of 3; per cent. per annum and t.11e uurplus of Hs.20.54 lakhs was 
transferred to the Central Government. 

85. Ds'8triI~Uion of Shures. -The table below shows the distribution of the 
hnk's  shnrcs and tho number of shareholders on tho varions rcgisters aa on the 
1st April 1935, and on the 31sL Dcce~nbcr 1938 and 1939 and on the 30th Junc 
1340. The tendency of the Bnnk'fi shnrcs to p v i t s t o  to tohe Born1)ay arm of the 
Bnnk, notcd in tho prcvious report, continued during thc half-ycnr under review 
and t,hc number of sharcs on t h  registcr iwrco~cd by more than 3,000 at thc 
expense 01 the Calcutta and Dclhi rcgiatcrs. Thc total umber of ~Itarcholdcrs of the 
Bank dcclincd f~lrthcr from 67,192 to 66,057. 

1st April l M 5 .  31ot 1)wornbcr 1938. 31et Docomhr IWU. 30th June 1040. 

DIstribu- Numher Ilirrtribu- Number Distribu- Numbcr 1)iotribu- h'runler 
tion of of Shrm- tion of of 8Lure- tion of of Sham- tion of of Sharc. 
Shame. holdom. Shurw. holdcm. Sham. holden. Bhara. holdcm. 

Tukl . . 600,000 92,047 500,000 59,777 500,000 67,102 600,000 68,057 



APPENDIX I. 

A STATISTICAL REPORT ON THE RUPEE CENSUS. 

Introduction. 
1. The following quontinna wow rcferrsd to us by tho 13~nnwn Bmk of India early in IW : 

(a) Whcther tile lrindLuy Shirrre formula for nstimat.ing Llie ttmount of R u p  oninn in art.lln1 
circlllatioli ill India in  r e~~onub ly  sccuratc or wlinther i t  would bo powiblc: to imprnve on i t ;  

(8)  \Vliellter tbu data oollmtkrl in LLe mttrtrlor prrwribed in the Hmnrce  Mur~~url am suacient 
(LR a busis for applying the fonnuls ; on11 

(c) Whether nleLlro& could bc doviw~l to nmare L h t  thest data arc corrent. 

Available Material. 
2. For rr blrorough invuntigation of them quwtions i t  in nmeaanrg to e?mnrine thc msults of tlro 

snlnpls ceusun in dctail for caeh individlutl i ~ s u e  of thc n ~ p c o  coins. UnfnrttrnuLely thew primary morde  
duwu to 1934 had bucm dostrnycul. EVRIL in mcent ycara the mrterinl wes incomplvtc? in many ways, 
us curl be *u from 'l'able (1) wl~inlr uliow~ tlic n u m k r  (and 11ifitribuLio11 d Lrecraurics by cirvles) far 
wLivfr individual mcurda worn ~voihble .  

Table 1. Number of Rcsrrurics from which Individuul Rcaonls r e ro  available. 

Cimla 1935 1986 1937 1938 1830 1040 Total 
(1) (2) (3)  (4) (5) (6) (7) (8) 

. . . . . .  Bombay . . . . 7 5 5 17 
C.lvuLk . . . . . .  . . . . . . . . 81) 3u 
Cawnporu . . . . . .  36 . - . . >W I n  74 
Cabom . . . . . .  . . 33 2 0 7 48 . . . .  Maclrrrn 29 29 35 1 I I 80 
Hnngnon . . . . . .  . . . . . . :I 2 4) -- - . - - - - -. - 

Total . . 2'3 65 58 10 35 03 260 --- - -  -- ---- --. A -- 
I. Bcnidce thin we wnm ropplietl with tho sunplo pml)ortionn of all cotin of caclr reign grouped 

togcthcr for all ttcraeurien for &he pe r id  191 1-1944). Similar gmupnd &La for each reign ware svailahlo 
for tho ~mriod 1935-40 for o uumbcr of individual tmsurios the ilivtributioll of whirh is sl~own 
in 'I'~ble (2). 

Tablc? 2. N u m h r  of Tmsurirra from which p o n l ~ r d  dAta avers avuiluble. 

Circlc 1935 ID96 1 V37 1938 1939 lV40 Total 

4. Wo a h o  had Mr. Adie's notee on R u p  CCMM fmm which i t  was poaqible to get tho p l c d  
proportions fmm 1876 to 1889 of coim of diifuwnt yerrre of issue, that is. the proyortioxu of wli imue 
for all mmplw in India token tqwther, 



History of the Rupee Ccnnu in India. 
6. The Rupee Csnaw was etartcd in 1876. Originvlly 2 . 0 0  coina unnd Lo be oortud nt 

each tr iwury ; but from IUD5 t.hc n~unher was ioc1pu#ed to 10,000. Tiohveen 1801 tlud 18!1H varioiln 
impmvcmcnta wcrc introdnccd hy Mr. Harrhou, an uccoutnt of which, given by himself, can bo fnund 
in the Heport d thc b'orlor C~mrnitt~no on Irl&wu Currency, 1898. Mr. Arlie in lU!)!l-lt)(Ul tlmd o 
slightly different me thd ,  ha14 on u mom sound mat.hcmaticnl trwnt.menL, fur mitimating tho volnmn of 
uohs in cimnlation. Mr. Findluy Bhirruv in 1HII) gave R olmified drscript.ion of Adiu's method wibh 
wme improvnmrsta and clleuks in con~putotionrl prnnedilm iu " I~irliun k'inancc and Hanku~g." 111 
all t h w  metho& i t  wua uwulncd that tho rato of ah~orptiou wus prvportionsl to thn total rruuber of 
coins in cimuhtion which may bo conveniently dcscribrd au a compound intern1 lurv with ni!gatirc 
rata of inkrcst. Sinco IVlU tho qiinntion does noL appear to have boon furthor nrumincd. 

The Present Review. 
0. We have used sub&mtislly the =me lnw of absorption au uacd by Adie. Our f u n h c n t a  

awumption is. to a b t  npproximation, that tho number of rupma abeorberl frnm circul~~lion in pro- 
portional to the total numbcr in nircidcct.ion nl  uny given instent. B~ont-lly, wn Lave wurnod that tho 
mta of abmrption in tho name for nll coins in ull ymra. Wc  hall cnll l.l!ie t.lle simple tlicory 
to distinguinh i t  fmm other poasibln seLs of luoru coloplicatcrl nnsnmptiom. Uun;: n ~ c n t  ndv~nem in 
the t,hnny of sk~tistionl estimalio~l we have calculated the abaorptiou rwefficiont and the voli~mn of 
circulntion of rupoe ooins for euch ycur l w d  on avnilahle matnriul reluting to tho Fd11pe.n Cennus.+ 

Revised mimatem of Ciculation. 
7. The results are givcn in Tablcs (3) and (4). In Table (3). col. ( I )  g ivu  the ynnr of i.hc C~!IWLW 

OII which our cnlculatiom arc baa4  ; ml. (2) the abeorpLiou eocfficicnt ; eol. (3) tho esLimutcd circu- 
htion baaed on thc cormaponding nnntlicient of nbsorplior~ : and col. (4) the nlliciul wtimatca mndc 
frvm timc to timc, for cx)mprinnn. T h m  is a gull from 1W to 1I)I 1 M tthn renulta of t.hc R u p  
CCOLIUS wcrc not available for thew para .  From 1U22 only our own catimata~ an: given ue apparently no 
official iwtimatcs u,m prepared. 

8. The ooeffioienls of uborption c ~ t i m n k d  on tlie hanisof therriluylc tl~cory rcvazl nomn inlerealuig 
fnntum. In Ole eurlicr pcriod from IUHI to  JUDO thc nvrruge rutr: of a h r p t i o i l  am O.OSB6; ~ m d  
lluclututions from ycm to ycar wen, mom or lese random. This m y  he interpreted ua an c:lnpirical 
oorrohration or justification of the nimpln theory mhowing that tllc rate af nbsorpLion w w  nubtantinlly 
constant in this pricxl. 1)ilring tlln wand period, fm 1912 to lD20, the uventga mtc of abnorl)tion 
WM dightly lower (0.0244) ; and Llrere wue w111o cvidcncc d a decwaso i r ~  thc mtc of rhnorption fmm 
1916. Jhlring thc p n d  1921-28 thc ovcrngc valuu w a n  clintinoi.ly lowcr (0-OSOR), hot HrrctuaLioris 
wwm probably midom. Si~lco 1020 there has hocn r shad uud rupid incrcruo in t.hn coeflicierit of 
aberpliou. This sbuws that dthcr  the dmplo thmry Luu g a w o  incming ly  inadequle,  w thorn 
has been o detorionation in the rcbbili ty of the Rnpw Census in rcccnt ymrs. 

Large Fluctuations in Recent Years. 
9. A glunce a t  Tublc (4) diows that rtwnlt,s bwcd on iurlividunl trraa~irios ill ~vccnh ywrs  tmm not 

nnt.inftaclory. The wlimatcd cocficicnt of nbmrpi.iou differs trppwinhly fmm circlo ta cimlo trnd from 
yexu Lo year. f i r  cxamplc. the cnnttinint of ubror11Lion was so low an 0.0310 LI C!u\vnporo Circle it1 
1936 ant1 xu high as 0.0641) in Hangocw~ Circlu in 1!l40. 'J'hcsn are c ~ l ~ u n i e  CUM%; but a cxrcfill era- 
mination of tho otllnr valrlrrn ~liows luge and imgulnr variatinn~. 

10. The LlucLuut.ion in tlic couficicnt. of n h r p l i o l ~  iu r c ~ c n t  ycnm is too largo to rulrrrit of any 
rcrlinblo rslimute b'ing mndc of the total ri~culc~l.iori of liopcr coins on tho buhis of Lhe sinlplc theory. 
WA must now considrr powihlo nn~~rncs ol vl~rltl.ittn. Thrw ma.y he scpuntled illto two bmnd grnlipn : 

( i )  lank of Iinmngoueii.y i r ~  lhu 11rjmnry ~ n a t ~ i n l ,  i.c., ill 1110 nsaults of tho I t l~pro Cc~tsu6 : ulld 

Heterogeneity of the Material. 
11. f hntcvor hn tho ~~nrliculnr formuln lined for dekrrnining tho vnli~mc of Rupee coins 

in circ~drtion, no valid eelimutw can ba m d n  utlloss urld until Llio m111ts 01 the Rupco Ccnsus 
for diflmnnt plnccu in  ditlonnnt y c m  am rtat'islicully hornogcnmilrr, I t  is iuovit+~lle t h t  thi. o b w r v ~ l  
pmportion of coule of n j~r t icular  inuiln uhonld chllgc from sample tn *ample duo t c~  chanoc fluctuationn. 
But suck fluclur\tionn must lio wit,hin tho Iimibi of mndoru variation (which can bc calculated fmm tllc 
Lheory of probability) in order thnl vulid estimates may bn obhincd. 



12. The available hb for individual coins for Lho years 1036-40 wem arhjectcd to appmpriato 
t t l  t .  Tho nwultu are conmmly givcn in Tuble (5) in which wl. ( I )  g i v ~  thc n a m a  of oirrla, ; 
col. (2)  the number of ymra for which oomparhona ure made; and col. (6) numbcr of Tmsuriea 
compcrmd. 

Table 5. SigniEccmca of the Varhtiou in the Proport.ion of Coins hetwocn " Y e m "  and bctweou 
" Treasurim." 

Variation bctwccn Variation bctwoeu 
No. of Ymm No. of Trtranariu 

Circle Trerulurie- 
V. E. Ed. VII G. V. V. R. Ed. VII C. V. 

Bombny . . .. 3 S* S S 36 6' S* S* 
Calcutta . . . . 2 8 . . 8 (I1 B* S* Y* 
Cnwnpom . . . . 2 . . . . , . 46 6 . . 
Lahoro . . . . 5 8* S* . . 35 S* fi; . 8* 
M a n  .. .. G S* S* S* 23 S* Ij* S* 
Rnugoon . . . . 2 . . . . . . 37 S* S* 
-. --- 

6* ------ 
V. E. -; Victorin Empress 

Ed. VII = : Edward VII  
G. V. = George V 

13. Thc nrsulte of compnrieon arc given in colr. (3)-(5) for " yeare ". and in cnle. (7)-(9) for 
" trensurim." Dit[rrcnres connidercd to bc real on the fivc per ceut. level arc uurrkod by the uymbol . This mrane that the odds are 19 tu 1 ugninrt the obocrved dilinrnnm hsvirlg oeciirrd by p u n  
chrr~lce. In othcr w&, U10 betting is 19 to 1 in Iavoi~r of some lrysbmatic caw0 of variation huving 
come into opnmtion a t  the time of the #ample cerrsun. When tho dhlemncta appcura to, be cvcn mom 
markd (using one per cent. level of rignificanw) o star in attachcd Lo the nymhl ' S . Thus ' S* ' 
indicatcn thsL the odrfe an! 99 to 1 in favour of the observnrl cLiffmnce Lnving bwn brought about by 
nyntemrrtic c n w  of llaoti~ation. For exnmplo, in tho first line in Bombny cimlc the comparison 1s 
banerl on 3 ycaru, uud tho cliffc~cnccw lroL~vrnn ycura an! conside~d to be sij.$l?oant on the five per ecnt. 
level (dclr of I!) to I )  io Edwmlian and Georgian coins, and signitinant on 1.ho ono pcr c a ~ t .  levcl 
(d& !XI Lo I) in t.he CUM of t l lu  Victvd1111 cninu. A ~ l n ~ i c e  nt the tablc ia enough to uhow that. 
cxccpL ill C'awnporc and o tow other inolxt~sd cum. t.he rliffcmnccn urn gnncrally real. 'J'hc mcltcrial 
cannot t.hewIom I)e t.rcatcd as homgenooue in tlre ahtinticel wnse, nnrl cnnnot IM validly uacd 
in astimating bhc htnl  circulatiou wit.hnlit further cxumi~at.ion. 

1 4  This heterogeneity of tho lu~terial may bc aacribed to on0 or several of these cauclee :- 

(a) L O ~  d i 5 e m e a  in the uironlatjon betwccn meren t  regons mmnrandrxl by differcot 
trc80nrics in the aMle yoar due ta 'friction in thc chnlataion of wins ; 

(b)  1)iffercncce ~II the local circuhtion in tho samo ylaec from year to yeor ; 
(c) Seanonal diffcmnccs in tho name ylucc during clitTcrcrlL ports of thc rvrme y-nr ; 
(d) Qruse errors of counting duo to ncgligenw or Iudging ; snd 
(6) ~hmpling fluuLuotions. 

13. To got a valid twtim&tc uf the circulntion ro 111u~t diminute (4) p w  rrrors in countiug, nnd 
utudy itcma ((0 lo (c) with n vim to dcviaing a method which will takc Lhew 8oumcr of flllctuation irlb 
conriderntion Work on thin lino is still prmcccling in thu Stati~tical Laboratory, Culcutta. 

M c t h d  lor emtimating thc s u p  cirn~llation wcm concicrcily mviowd. On Lhe nnunn~ption of 
r eimplc h w  uf oonstsnt rate of ul*lorpl.ion uew formrlla wan dcvdoped tn cstimste LLin mfficicnt 
ebrv, tinn. Thin coefficient wss quitc akady dirring the curlied period from 1881 L u  18W for which 
a s  wem crvdobltr. D~lring thc rwond period from 1U12 tn 10% the vrrh~o of tho uoeiiioient wua 
lowcr but again fuidy steady. From 1921 to ll)?8 thcrc was a furthw d e o m e  in lahe numerical 
value of the coefficient. khce 1990 them hne been r rapid iucmm in it9 value, and fluctua.tione havc 
elao beeome irregular. Thie &own that either thc nimplr theory hRIl bocomc inareasingly inndcqiurtr, or 
thc meults of tohe rupee ccnsus have brrome incwwingly unrcliabk. 'Phe rtrent data wcre eubjectcd 
to t%ppropriatt, ntstistical -la for examining the homogeneity of the materiui; and it  wu6 Iound that 
thcy wcm markcdly hetor~c~~eouu.  Further invrwLigatiom arc t.lerafore ncccsmry in ordcr ta dovim 
o rcliuWc mcthod for estimating the nipee circuhtiou. 



RUPEE CENSUS. 

Table (3) . Estimator of Circulation of Rupee Coins . 

Nut t ~ ~ ~ ~ i l u l ~ l e  . 



RUPEE CENSUS. 

Table (4). Estimates of Circulation of Rupee Coins (from Ungrouped Data.) 

Ci& and h'o. of coincr R a t i l m t d  Eatimtcd Circuhlion in 
ycur of Numhr of in tho cmflicicnt of Crows of R u p w  

wmpling Treannries wrnple p r  Alulo~tion 
thouannd 1UJ3 10Xt lWY7 lV3H 1039 1MO 

Bombay- 
1038 .. 
l!):!!) . . 
10~10 . . 

A l l  ('irclm- 
11'35 . . 
]!):;I3 .. 
]!I37 . . 
J!l:;8 . . 
l!l:;!) . . 
l!!iO . . 

95 
!I5 
74 

61 

161 
1.12 
138 

14G 
115 
102 
61 

162 
16 L 
IOII 
101 
100 
11,ci 

50 
C.. 
d a 

152 
160 
152 
09 

I l d  
101 



MATHEMATICAL APPENDIX. 

(a) L c ~  Nil h the number d noinn mintocl in the i -th yoer which alrvive up to the t -th 

~ C I U  ( i and t being measurcrl from any wnvcnicnt b e  ycur). Awuming that thc proyortionata 

rate of abuorption is constant and q u a J  to r it can bc chsily shown &hot 

. ? (1 - i )  
( I )  .................... Nu = Nfie 

whore, of course, Nii ia tho oumkr of  coin^ lllintcd in i -th gear. Our problem i~ to cntimato thin 

rato of rbeoq~tion r. 

The p~por l ion  of thc i -th yesr  coin^ in ciwnlatian in tho 1 -th yenr is Na/T Ni, whcrc 

wpn.nentn a nun~ulnLion lor ull vulucn of j . I t  euily followa thut thc prohbility of r mmplc 
i 

hlrviog 1 1 ~  coil~s of tbc i -th year in 

(multinominal theorem) 

where 11 mpresonb the product for a11 valuee of i . 
Thin prolwbity in n maximum when 

ca) .................... 5 (;pit) 5 whore 
5 ( i ~ ; i  e* )  

5 ( Nii eli)  

Of this tho loft eidc ie lwown from Ihc aclual enmpb. Thc right side in r fhnction of r, Thue r can 

be cwily culcuhted from thie equation 

The coneeponding equation for the grouped proportione is w i l y  found to bu 

Having crrlculated r wo can easily get the totd circdation from equation (1). 

(I) To t a t  the homogcnoity of the materid we used the onalyah 01 variaucc aftar applying 

Bartlett's trnnnfolmatiou of Sin ''/;-. to tb o ~ c v e d  proportions of ciit1mrn6 mim in the 



LIST OF SCHEDULED BANKS. 
1. Ajdhiu  Bank 
2. Allahabad Builli 
3. Arn6ricrrn FIxprnw Co. Iuc. 
4. BUUCO Pu'ucioml Ultranuan110 
6. Dank of B m h  
6. Dank of =hor 
7. Hank of China 
8. Bank nf Communicationx 
9. Bur& of Hindustan 

10. Bank of Inclitr 
11. Hank of 'l'niwnn 
12. Biirtk 01 Upper l311rm;~ 
1 :I. B c n ~ a l  Ccntrul 1lil11li 
14. Cnlc~lt.ts C!ommcrcb1 Ikrilk 
15. CulcuLLu Ntltional Hank 
1U. Couura h ~ l k  
17. Canara Btbnkirrg Corpora&ic~n 
18. Crrnara Tnduvtrhl & Bading  Syndimto 
19. Cnntral Hank of India 
20. Cktrrlered Bank of India, Autr&lia & ChLu 
31. Comilla Ihnkiu:; Corporation 
22. Cornill* Union I3nnk 
23. Comldoir KuLiounl I)' Kwomptc: clc: Park 
24. Ucvkaran Xunjw B~uk iug  Co. 
25. 1)iaojl)ore Jhnk 
26. EuLer11 Buuk 
27. Qrindlay C Cu. 
28. IIongkong and Shugkui Bnnking Carporation 
29. lmperinl Rank of bc&u 
30. Iu&un Bank 
31. Indiun Overscas Snnk 
32. Indo-Corrmrcrciul B u k  

33. 
at.  
35. 
:$(I. 
37. 
38. 
39. 
40. 
41. 
IS. 

43. 
44. 
45. 
46. 
4;. 
4R. 

49. 
GO. 
61. 
5 " . -. 
53. 
54. 
56. 

56. 
55. 
58. 

59. 
00. 
61. 
HZ. 
ua. 
64. 

Iudustrial Bank of Wcskru Ipdia 
Tntcmatiouul Bank of Tndia 
Jwnlm Hank 
Kurnuui Llduetrial Bank 
T.xxmi ]lank 
Lloyda Bank 
Morcant.ike Hhnk of Tndin 
Mitaui Bank 
3fohnluxini Buuk 
Nachr Thnk 
Nuth Bank 
Natiollul Bunk o[ Indin 
Kational Cit.y Brrr~k of Kow York 
X~:dungxcli Hsnk 
Nctl~crlunllfi India Con~mcrcial Llutrk h'. \'. 
Ncthcrlanch Tm&ug Hnciefy 
Kew Citizcn Bank of India 
Krsw Standard I k u k  
Nouklnli Union Hank 
On& Couuneminl Hank 
Ovcreca Chinme Baulting Corpnratiou 
Pulni Ceutml flank 
Pionccr hJ( 
Punjab and Sind B ~ L L I ~  
Punjob &-opcrativu Bulk 
Puojub Kduirlional Hank 
S h l a  Ikrakiug b; Industrial Co. 
Thos Cook & Sou (Wnkors) 
Union Hank of I u h  
VniLcd lncluatriel h11k 
I.!. h i  Gyuw Thoo B C~J. 
Yokohama Speuic h n k .  



STATEMENTS. 



EZB 
LIC 
B IC 
;It: 
OTC 
01 C 
soc 
9w 
sne 
sn& 
sre 
VLB 

x1c 
L1): 
OZC 
PIC 
OOC 
COZ 
US i; 
?L i; 
OLi; 
OLi; 
nLz 
nnz 

TIC 
RLr? 
I!?; 
SEZ 
Mi 1 
OX1 
SL1 
OW I 
191 
1:Sl 
I81 
OZZ 

(4 
MI-0061) 

191 
09 1 
0!2 I 
Gtl 
LFI 
CPI 
I PI 
OC I 
of-1 
iC 1 
tt:Z 
ZS 1 

61 I 
tbl 
82 1 
(rC 1 
BC I 
IZI 
0z I 
go1 
001 
101 
TO1 
001 

CZI " " " " " 

611 
" " " " " 

IZI 
-* " " " " 

I .......... Bhl .. " .. " " 

lzl .. " ...... 
611 

" " " " " 

911 
" " " " " 

tIl 
" " " " " 

PI1 " " " " " 

LII " " " " " 

lbI ........" 
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99'2 

I P'Z 
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91'2 

09'1 

89'1 
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ZE'Z 

IB'Z 



STATE 
(Reference 

AVERAQE QUANTITY AND VALUE OF IBWORTS AND EXPORTS OF GOLD COIN AND 
FINANCIAL YEARB 

WORTS. 
&mmigne and 

Bullion. other British TOTAL. 
gold coin. 

Quantity Value in Quantity Valne in Quantity Value in 
in ounces mpeen in ouaces mpem in ounccu rupees 

Average for 1900-01 to 
1904-06 . . . . . . (0) 5,72,18,318 (0) 0,34.97,221 2,408,671 15,07,15.539 

Average for 1906-06 to 
1909-10 . . . . . . 

A v e w  for 1910-11 to 
1914-16 . . . . . . 2,116,509 13,49,74,877 2,786,453 16,42,30,305 4,092,022 20,92,14,272 

Average for 1016-16 to 
1919-20 .. .. .. 2,423,883 14,04,fM,235 790,083 4,70,10,473 3,220,868 10,64,&L,708 

Average for 1020-21 to 
192466 . . . . , . 4,344,840 28,54,42,004 1,183,850 7,90,80,246 5,828,600 16.48.22.250 

TOM for 31 years frum 
1800-01 to 1930-31 . . (a) 437J7.11.488 (a) 277,13,83,881 116,402,337 714,50,W,369 

Totel for 9 yeam from 1031- 
32 to 193940 . . . . 749,912 5.84.87.185 684,372 6,66,32,203 1,434,284 11,51,1Q1458 

(a) E'iguros not availsble. 
Includee 1,030,420 ouncee of gold valued at Rs. 10,lD l akb  carmarked on account of purchseom abroad. 
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STATEMENT IV . 

April 
atsg 

2 June 
July 
August 
September 
October 
November 
December 

(Reference paragraph 18.) 

Highest 

Price of gold in London 
per fino ounce . 

January . . . . . . . . . . . .  . 
February . . . . . . . . . . . .  I 

March . . . . . . . . . . . .  S. 

Lowest 

E e . d . 

8 8 0  

.. 

.. .. 
11 

1 

11 

*@ 

Average 

E 8 . d 

8 8 0  

1 

91 .. 
ss .. .. 

Bt 

1 

s t  

Highest 

Rs . a . p . 

42 10 6 
48 8 0 
45 8 0 
42 2 0 
43 3 0 
42 0 3 
42 0 6 
41 13 6 
42 4 0 

42 4 3 
44 5 3 
44 2 0 

Edimated etoak 
Price of bar gold in at the end of 

Bombay per tole . eaoh month in 
Bombay . 

Average 

Re . n . p . 

42 8 1 
44 7 5 
43 10 3 
41 11 4 

41 14 6 
42 1 4 

41 12 9 
41 12 0 
41 14 2 

42 0 9 
42 8 4 
43 9 10 



STATEMENT V. 

April 1940 . . 
sf 8y v t  . . 
June ,, . . 
July Bs . - 
August ,, . . 
September ,, . . 
October ,, . .. 
November .. . . 
December ,, . . 
January 1941 . . 
February ,, . . 
Jlarch ,. . . 

(Reference paragraph 21 .) 

Price in London per stsndnrd ounce. Price in h'ew York per fine ounce Price in Bombay per 100 tolae. 
(Country bar) Estimated stock 

a t  the end of 
each month in 

Highest Lowest Average Highest Loaeat Average Highest Lowest Average Born b a y  (in 
d. d. d. Cents. Cents. Cents. Rs. s. p. RB. a. p. Rs. a. p. 2s800 

tolas.) 
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MENT VI. 
VATE AND GOVERNMENT) FOR EACH QUINQUENNIUM FROM 1900-01 1924-26 
YEARS FROM 1925-26. 
Paragraph 21 .) 

EXPORTS. Net Importe (+) or Exports (-) Net Total Ilnports (+) or 
Erporb (-1 

Government Private Government 

Quantity Value Quantity Value Quantity Value Quantity Value 
in ounces in Rupees in ouncos in Rupees in ounces in Rupees in ounces in Rupees 

271,534 7,23,702 + 73,134,900 +16,61,19,925 + 473,723 + 12.93.902 + 73,008,623 +15,74,13.827 

287,779 7.141850 + 93,404,993 +17s16,20,912 -- 101,239 - 2.79,762 + 93,383,754 +17,12,41,160 

8,622 23,000 + 123,855,742 + 19,76,65,278 + 386,003 + 10,16,0G7 + 124,242,345 + 19,88,80,335 

334,020 4,71,207 + 93,034,238 + 13,85,21,712 -- 212.426 - 1,671086 + 92,821,813 + 13,83,64,627 

22,491,662 3,27,18,674 + 80,312,281 +13,04,25,016 - 22,491,372 - 3,27,18,090 + 63,820,909 + 9s77,06s928 

26,625,987 3,32.42,299 + 87,838,040 +11,89,02,507 - 25,318,086 - 3,20,90,301) + 62,520,644 + 8,62,12,198 

15,4030180 1,67,36,413 + 95,907,179 +11,04,58,569 - 15,371,244 - 1,56,65,513 + 80,535,936 +10,07s93,068 

309068,049 3,02,21,042 + 18,897,397 + 2,59,30,299 - 30,038,678 - 3,01,47,387 - 11,141,281 - 42,17,088 

26,002,704 2,74,23,305 + 482,498 + 72,84,802 - 24,099,780 - 2,74,15,563 - 24,517,292 - 2,01,30,961 

60,883,081 6,37,66,4G6 - 2,167,131 + 1,36,593 - 50,821,959 - 0D37,08p019 - 62.989.090 - 8,35,71,426 

41,011,098 6,77,83,939 + 2,367,044 + 37,17,720 - 41,010,938 - 6,77,82,622 - 38,643,894 - G,40,84s802 

28,120,597 3,84,24,938 + 13,317,675 + 1,27,37,740 - 11,801,597 - 1,84,72,459 + 1,616,078 - 57,349719 

.... .... +110,102.909+13,68,94,001+ 8 ,556+ 13,023+110,111.485+13,59,17,024 

.... . . . . + 11,044,108 + 1,60,79,835 + 1,115 + 3,000 + 11,945,223 + l,G0,82,835 

3,026,250 80.70,OOO + 18,339,877 + 2,25,G4,725 - 2,660,893 - 88,26,436 + 15,778,984 + 1,67,28,280 

2,492,572 52,97,296 - 6,646,920 - 71,82,294 + 514,928 + 27,22.705 - 6,031,992 - 44,898589 

3,898,415 46.88,410 + 7,934,098 + 1,03,G6.705 - 3,897,620 - 45,64,099 + 4,036,678 + 57.91,608 

4sM7,WO 49D611410 + 14,340,638 + 1,74,92,332 - 2,440,678 - 6,39,562 + 11,899,860 + 1,68,62,780 

1,917,024 40,31,I586 - 6,634,370 - 71,67,478 - 1,708,899 - 36,36,685 - 8,303,275 - 1,07,94,083 

16,246,409 2,43,94,316 + 30,066,783 + 3,92,36,808 - 16,244,667 - 2,43.92,319 + 13,822,098 + 1,48,44,287 

23,088,659 4,25,84,316 + 30,488,438 + 4,74,00,865 - 21,680,297 - 3,88,37,894 + 14,808,141 + 86,62,971 

1,176,006 2838,693 - 6,278,107 - 72,60,321 + 9673,745 + 1,54,31,307 - 804,382 + 81,80,986 

Government of India rupees am shown at value. 

aG 



STATEMENT VII. 

EXCHANGES. 

April . . 
May .. 
June . . 

8 
July . . 
Angust 

&ptember 

October 

November 

December 

January 

February 

Mamh . . 

Bombay on London Bombay on New York Bombay on Kobe London on New York New York on London 

a. & d. to Re. Ra to $. Ra to yen S. to E. S. to f. 

Highest Lowest Averago Highest Low& Average Higheat Lowest Average Highest Lowost Averago Highest Lowest Average 



STATEMENT MII. 

(Reference pnrqraph 24.) 
(in thoumnde of E and Re.) 

April . . . . . . . . 
May . . . . . . . . 
Jnne . . . . . . . . 
July . . . . . . . . 
August . . . . . . . . 
September . . . . . . . . 
October . . . . . . . . 
November . . . . . . . . 
Dwmber . . . . . . . . 
January . . . . . . . . 
Februsy . . . . . . . . 
rffnrch . . . . . . . . 

Kct purchases Averago rate 
of purchasov * 

E Re. e. d. 
1,710 2.28.79 1 5 
- - - 

375 50,17 1 6fO 
- - - 

5,790 7,74,69 1 6# 
6,800 9,17,85 1 6) 

10,303 13.86.86 1 523 
8,446 11,26,09 1 6 
9,920 13,21,77 1 ti,?, 

11,498 15.24,Ki 1 ti 

7,798 10,39,58 1 6 
9,807 13,15,55 1 6 

Nct purchases Avcrage rate 
of pumhnses. 

0. d. 
1 6  
1 6  
1 (i 

1 6  
1 6  
1 6  
1 6  
1 6  
1 6  
1 6  
1 6  
1 6  

Total .. 73.5M 90,86,20 1 52: 57,0133 76.10.90 1 6 

STATEMENT IX 

(Reference parayrapli 42.) 
(in lakh of Re.) 

Accounts Rsvised Eetimates Bud@ Estimates 
1039-40. 1940-41. 1Wl-42. 

Revenue Expen- Surplue + Revenuo Expen- Surplus+ Hovenue Expon- Surplus+ 
d i t m  Deficit - diture Deficit - diture Deficit - 

Madma . . . . 16.G6 
Bombay . . .. 13.14 
kngal . . . . 1,1,32 
United Provinces . . 13,52 
Punjeb . . . . 11.60 
B i  . . . . 5,M 
Centml Provinces . . 5,09 
b m  . . . . 2,'J:I 
North-Weat Frontier 

Province . . . . 1,83 
OrisSe . . . . 1.8s 
Bind . . . . . . 4,2D 

Total .. 00.83 
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STATEMENT XI. 
SUBVENTIONS 

UNDER 

(Refepence paragraph 44.) 

Inoome-Tax. Jute Duty. Subventions. 

. . . . . .  Bengsl 66-80 83.20 88.20 
. . . .  Bombay 56.80 83.20 89-20 

Medma . . . . . .  41-86 62.40 88-00 
Unitedhvinoea .. 41-66 62.40 66-90 
F'unjab.. . . . .  22.32 33.28 35.68 
Central Provinces and . . . .  h.. 13-95 20.80 22.30 
Bihar . . . . . .  27.90 41.60 44.60 

. . . . . .  h m  6.68 8.32 8-02 
O r h a  . . . . . .  6-66 8.32 8.02 

. . . .  N. W. F. P. 2-79 4.16 4-40 
Find . . . . . .  6.68 8.32 8-02 - - --- 

Total .. 279.00 416.00 440.00 



STATEMENT XII . 

(Reference paragraph 46.) 

(In lakhs of Rupees.) 

At tho Reserve Bank of India 

Central Government Provincial Qovernments 

1930-40 1940-41 1939-40 1940-41 

At Government Treasuries 

Laat day of thc month Central Government Provincial Governments 

1939-40 1940-41 1939-40 1940-41 

April . . . .  
May . . . .  
June . . . .  
July . . . .  

. . . .  August 

September . . . .  
. . . .  October 

. . . .  November 

December . . . .  
January . . . .  
February . . . .  
March . . . .  
Average . . . .  
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STATEMENT Xnt. 

(Refmence paragraph 48.) 

(In tbonuandm of Ra) 

Average Amount 
Amount rate of o u t d t d h  

Week ended 1- Period offered for Amount Amount disxmnt with the 
Qovernmsnt tender tendered mld per mnt. public 

per -- 
Apt. 12 1840 
Aug. 16 ,, 
h p t .  6 .. 
,, 6 ,, 

Oct. 4 .. 
,. 4 ,, 

25 es 
Nor. 8 ,, 

s 8/15 s, 
16 ,, i.i 

&. 6 
Jan. 10 1 ~ 1  "'. 

Amam 
Madras 

h"gd 
0. P. & Berar 
Bengal 
Madroe 

0. I? & Berar 
Mndra4 
Bengal 
a. P. d~ BBIDC 

3 months 25.00 
3 ,, 1,00,00 
3 ., m.00 
3 ,, 40.00 
3 9. m.00 
3 ., sO.00 
3 ,, 76.00 
3 ,, 76.00 
3 ,, 26.00 
3 ,, 75.00 
3 ,, 75.00 
3 .. m'c' 

ojii jo 2,25;0[) 
OlllllO 3.00.00 

STATEMENT XV. 
TREASURY BIL: 

opening bdMoe 
on lot April. leu) 

(Reference paragraphs 46 and 49.) 
(In thoussnde of RE.) 

W a p  m d  muns  Advances Tmaury Bilh 

NIL 27.(Hi,!26 
Totd 

amount 
ou...... Zf 
including 

Outstanding Outstanding amount staeding 
Advancm Adrrncu at the end Sale at the end ontatanding z s  
taken repaid of emh to the Discharge* of each on acoormt sd9cmce 

month pnblio month with of the h e  
the publict Depsrt- 

mant, the tyz 
Rovincw 

end Burma 
April 1940 .. 1.60.00 1.60.00 .... 4.00.00 11,61,26 20.64,60 48,29,76 48,29,76 
May .. .. 8.60.00 6,60,00 2.00.00 11.62.25 10,40,60 21.81.00 60.73.00 62,73,00 
June .. .. 6.50.00 7.60.00 . . . . 8.00.00 6.42.26 23.48.76 68.30.76 58,30,76 
J ~ Y  .. .. Il,60,00 ll.60,OO .... 8,00,00 4,00.26 27.48.50 62,46,60 62.40.50 .... . . . . 7.00.00 11P9.60 !23,08,00 ' 67.17.60 57.17.60 
k F A b e r  :: : I;&,& 1.00.00 .... 7.00.00 8.08.26 22.00.76 64.62.26 54,6285 
Ootober ,, .. 7,00,00 2,00,00 6,00,00 10,00,00 837.25 20.14.60 b5.67.60 60.67,50 
November ,, .. 1,00,00 6.00.00 . . . .  15,86.00 6,64,00 32.76.50 63.83.60 03,83$0 
Dewmber .. .... . . . . .... 4,0035 7.03.00 29,72,75 00.46.26 60.46.25 
January 1G1 .. .... .... . . . 6.00,00 12.63.50 22,19,26 64,66,76 64,5&76 
February ,, . . ..., . . . . 10,80,76 13,34,26 19,81,25 69,41,76 69,41.75 
Mrreh , .. l6,%,bO .... lti,00,00 9,94,60 3,99,00 25,51,76 68,80,26 84,90,26 

Inoludea bilk diecharged on eccount of F'rovinciol Govonunenta. Burma Railway Board and Federab 
Shan States. 

t Includes b i b  diecounted/purohased and held in the Banking Depertment. 



STATEMENT XVL 

Prices since 1914-16. 

(Reference paragraph 55.) 
(In Rupesr.1 

6 per cent. Ru 4 p e ~  cent. Rnpse 3) per osat. Rupee 3) per mt. Rupm 
Lorn 1945-86 (c Loan 1960.70. b a n  1647.60. Lorn (mn-tentunable). 
of incomo-tax). 

Highest Lomt  High& Zunast Highcut Iawont Highemt L o w e d  
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STATEMENT XVIII. 
POST OFFICE CASH CERTIFICATES. 

(Reference paragraph 66.) (rn I&IU of RE.) 

Hemipte m'v"=b Net reoeipta Tobl unoant 
outs* . . 10.00 1.12 8.88 8.88 

. . 4.03 ?,I6 - 3,13 6,76 

India Burma 
18.16 3 
16.36 6 
12.80 8 
14.93 

9.73 
1860 
2,70 
8.G 
8,16 

Il*oa 

2;: 
- 1.m 

India Bwma - 4.19 32 - 64 n - 2.M 41 
-10,w 

Nct incresss 

30.70 

a2930 

38 y 
44.m 
5 5 , a  
63.71 
G5,W 
OCi,88 
a840 

India Burma 
32 60.21 

69.67 
67,02 80 
46.98 

.(In lakhs of Be.) 
Amount 

0 ~ t . t ~ ~  at 
the ond of tbe 

Yo= 
28,16 
14,89 
15&2 
16,50 
1 s,.w 
18.82 
21,34 
22.86 
22.26 
23.19 

. . 80% 2 6 ; ~ s  1;16 635  43.45 . . 88,87 2937 1.28 8.78 62.23 . . 88.07 37.28 1.34 2.75 68$0 . . 4833 38.88 1.50 8 , s  . 67.25 . . 4338 37,O 1 .a 7.43 74.08 
In& Bonn. India Burma India Burma India Blunu India Burms . . 4327 1.44 39.76 129 1.46 4 4.97 19 77.66 **2,28 .. Y 6 1  1.61 41,65 1.83 1.42 4 8 22 81,94 2.50 .. 4081 1,4J 46.22 lid7 1.16 5 - 3,66 12 78.38 2,62 . . 2 5 . 3 ~  PB.OQ HJ -IR,HI sup7 

2.09 lakhs Wig Lhe amount at tho oradit of depodtorm in Bunnr at the time of q r a t i o n .  
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(Refeeme paragraph 58.) 

CASHED BY 
(In R.npees) 

Bombay Wcntta Cawnpore Emuchi Lahore Afadraa Rangoon Total 
( lsao-41) 



STATEMENT XXI . 

(In Iakb of Rupees.) 

N o h  JCup~vrs Small Totd 
ooh 

Average for 6 yavs 1Vl4-15 to 1918-19 

1919-20 . . . . . . . . . a  

1920-21 . . . . . . . . . .  
1921-22 . . . . . . . . . .  
1922-23 . . . . . . . . . .  
1923-24 . . . . . . . . a .  

. . . . . . . . . .  192626 

192121-26 . . . . . . . . . .  
1926-27 . . . . . . . . . .  
1027-28 . . . . . . . . . .  
192128-29 . . . . . . . . . .  
1929-30 . . . . . . . . . .  
1930-31 . . . . . . . . . .  
1931-32 . . . . . . . . . .  
1032-31 . . . . . . . a * .  

1033-34 . . . . . . . . . .  
1934-38 . . . . . . . . . .  
1935-36 . . . . . . . . . .  
1936.37 . . . . . . . . . .  
1937-38 . . . . . . . . . .  
1938-39 . . . . . .  . . . .  
1939-40 . . . . . . . . . .  
1940-41 . . . . . . . . . .  
l'otal for 22 y w a  1919-20 to 1040-41 . . 
Avaege for 2% ysun 1819.20 to 1940.41 





(Reference Statement XXI . )  

XONTHLY GB5ORPTlON GND RETURN OF CURRENCY 
PROeRL*SwE 

k U Z  J L S C X D J ?  M A Y J  J A S O K D J F Y  

1 I i I A Y J J A  S O ~ D J P U  

I CIOI\CC .* Lcn*Ior 

-On, 
agPIis I 

I 
COO 

360 I 

A Y J  J X S G ! ; D ? P  I ~ l d  ;; A S  O ~ D J  F U  

- Y.. 



STATEMENT 

Rupee Coin 

+ 2,66 
-I- 6.81 

+15,12 

+ G,lB 
+ 3,62 

-1- 1,03 

+ 1,00 

-+ 83 

+ 1.13 

- 1,36 

- 1,41 
- 2,28 

+33,23 

1940-41 

Small Coin* 

+ 29 

+ 46 
+ 46 
+ 42 
3. eci 

+ 20 

+ 30 

3- 22 

+ 48 

+ 47 

+ 36 
+ 31 

+qns 

MONTHLY A B S O R ~ O N  OF CURRENCY 

(Reference paragraph 60.) 

April 

&Y 

June 

July 

Auguut 

September 

October 

Kovember 

lkcembcr 

January 

February 

March 

Total 

Notes 

{In Lelrhe of Rupees.) 

103940 

Rupee Coin 8maU Coin* Total 

* Includce half pic0 ~ n d  pic pieces. 





(Reference paragraph 62.) 
(In thouetrads of Re.) 

Gilver belf F o u r ~ n n  Two anno One an- Binglc TOTAL 
="w* piecee piecss pi- pica 

Aversge for the 5 yeam 1809-10 to 
1013-14 . . . . . . . . . . . .  15. 73 13.69 2 1.0.2 10.51 60.87 

A v q  fur the G yervs 1014.15 to 
1918-19 . . . . . . . . . . . .  37% 29.54 27. 86 6.03 1.00. 07 

1919-20 . . . . . . . . . . . . .  88. 16 WK)93 44.05 21.18 2.11.71 

1920-2 1 . . . . . . . . . . . .  - 931 -2384 -12. 82 - 2. 23 - 47.50 

Since the bugurntion of tlio R c m o  Bank in 1835 silvw hulf rupees h v c  bccu includedin' slutintiuw dating 
to smell coin . 

$3 



STATEMENT XfffV. 

Period. 

1st February 1920 to 31st A118wt 1920 
lo t  Reptember 1920 to 3lst Maroh 1921 
Imt April 1021 to 31st July 1921 . . 
1st Augwt 1 I 1  to 31st Deoembcr 1021 
1st J w u u y  I922 to 31st Auguat 1922 . . 
1st September 1922 to 3lst Deorrmber 1923 
1st J m w y  I923 to 318t A u p t  1023 . . 
1st &tombor 1923 to 20th Febmny 1024 
1st b h  1924 to 31st July 1924 . . 
1st Augwt 1924 tn 28th February 1926 
1st &uch 1926 to 31at July 1926 . . 
let August 1026 to 3lnt December 1925 
1st hnuary 1 1 6  to 31at August 1026 . . 
l n t  Septcmlmr 1U26 to 28th Februsrg IW27 
1st Yemh 1927 to 3Ist July 1927 . . 
l ~ t  September 1927 to 31st Decembrrr 1927 
1st Jmuary 1928 to 31et Anguet 1928 . . 
la t  B e p ~ ~ ~  1928 to 31et Deocu1k 1 1 8  
1st January 1929 to 30th Bcytcmber 1D2B 
1st October 1929 to 31at Decembet 1829 
1st January 1R30 to 31et July 1930 . . 
1st Augnet 1930 to 31et Dcccmber 1930 
1st Janumy 1031 to 31st August 1931 . . 
lat Septcmbcr 1&31 to 29th Hebruary 1032 
1st March 1 9 2  to 3lnt July 1932 . . 
let Augulrt 1832 to 31st Dwcmbr la72 
1st Jlrnulrry 1933 to 3lat Augost 1933 . . 
let Beptcmber 1833 to 28th Nehclrp 1W4 
l ~ t  b h  1934 to 3lst A u p t  1934 . . 
1st September 1934 k, 28th Febnulry 1 1 5  
1st Xamh 1936 to 30th A u p t  l03G . . 
31st August 1935 to 10th April 1936 . . 
11th April 1936 to 31at July 1930 . . 
l r t  A u p t  l l 6  to 12th February 1837 
13th February 1937 to 27th August 1%7 
28th A u p t  1037 to 11th h h  1938 . . 
12th Much 1938 k, 20th Augnst 1W8 . . 
27th An@ 1038 tn 10th b h c b  1939 . . 
11th ~~ 1939 to 26th Augnat 1039 . . 
26th August 1190 to 8th Marah 1940 . . 
9th Maroh I W  to 27th Septombr 1940 
28th Gcptember 1040 to 2SLh March 1Wl 

TOTAL 

SEABONAL ABSORPTION. 
(Refer- paragraph 63.) 

(In Lthr of a) 
Blaok &won Retam 

Notss. Coin. Total. 





EZZ'BO'ZO'~ 
TGZ'W'GI'O~ 
l~1'G9'6LL9 

...... 
O~L'W'H*'~ 
WI L'EI'W'L 
806'9C'Z8'9 
LC1'89'7,il 
869'rjhI 
oo0'OG'C6'@ 
ooo'00'Z2'L 
ooo'oo'oa'~ 
ooOsoo'6z'6 
ooo800de9so 
ooo'm'ao'e 
ooO'00'ps'P 
L~V'OP'I I'D 
O0Oa8L'80~ 
OL~'W%Q'E 
6RL'ZZ'rn'I 
SLZ'LB'C9'9 
8!IR819'I8 
PZ9'98'L$'O 
~'RII'Lz'L 
061'~2'6€'9 
0ZC'W11'9'6 
Lco*avees's 
L6~:~69'E6~1 
999'80'&'8'Z 
P&o'Co'oe'm 
Qto'BC'6z'18 
C~0'88'86'01 
ZW'~I'L):'~ 

CSS'L9'21'Z; 
LIO'SC'88'8 
e!xg8~'ea'~ 
000'?Z 
rndliG'CS'C 
E~Z'ZZ'LI'E 
ra9'7fi66z'9 
HLU'W'EI 
PRI'OL'P 
OZC'OV' tB 
OZ l'S~'t~'6 
8OB'6O8~'I 
S~B'I*'L~'Z 
01E89'~6 
~'so*~L 
~I'oo'zo'~ 
SLO'HL~HO'I 
I;Ozaz9'1P'c 
LDLSI,'OI' 1 
ZLrt&Z'lII 
68z'cNl'm'r 
6 1 L'!~K.:'P$ 
~~'~6'88' I 
PZ€'8Z'6P'I 
Lm'LD'92'e 
Z69'1~'~6'€ 
WZ'TO'OZ'I 
19G61C'91' 1 
PEB'E I'OP'I 
zzz'~zWnz 
(H)@'&S"iI8'68 
OL9'PE'66'Ll 
OLO'88'06'01 



STATEMENT XXV (con fin ued.) 
WHOLE RUPEES COINED AND 188UED FltOM THE INI)I- MINTS . 

Ooinetl in Coiuctl in Coin4 in Tohl coined . 
CirlcuLta Maclraa . Oornbny . 

Ed& VII. lOlM . . . .  10.47.97. 164 ...... 16.89.53.289 (j) 26.37.50.433 

1907 ...... . . . I  . . . -  Hs13138.0W 17109.11. 816 (k) 213.22.49. $18 

. . .  1008 . . . .  2.02.1 7. 738 ...... 1.07.14. 770 3.09.32.408 

. . . .  1910 coined in 1911 41.27.013 ...... 10.98. 273 G8.23. ,280 

...... . . . .  1912 . . . .  4.51.22.132 7.90.67.074 (m) 12.41.80.2Ofl . . . .  1913 . . . .  7.68.00. 163 ...... 8.74.06.788 (n) 16.32.65. 961 

. . .  191.1 . . . .  3.31.00. 150 ...... 1.P2.70.001, 4.53.70. 150 

...... ...... . . .  1919 coined in 1920 1.44.00fi.i 1 1.11.00.031 

...... ...... 1920 ooined in 1@?2 6.64. 000 . .  6.B4.000 

...... . . 1020 ooined in 1923 4D.36.050 ...... 49.30,O 50 

...... 19.10 . . . .  ...... . . . .  (0) 2.36.00. 002 2..%.00.W 

Total . . 2'70.20.58.128 10.70.07. 305 369.03,35.620 GJO.HB.97. 8Ci9 

(j) I n c l u h  Re . 3.M. 310 ooincd for Jn&n Steke  and lie . 167 Iahhn (Calontta Etr . 3% lakhs and Bombay Re . 135 
lakhs) coined from Gold Stundnrcl lkwrve 8ilver- 

i k )  . nu . 04.7(16 coinetl for TurJien S b M  and Re . 431 l&kLu (Calcutta Ka . 108 la)ihe and Romboy Ps . ZHii 
Inkhe) coind Irom Cold Standurd Kaacrve Bilvcr . 

( I )  .. Ra . 1.01. 459 ooincd for Lndiin S t a h  . 
(si) . . .  161.50. 260 .. 9 .  

(a1 . . . .  12.78. 441 .. 
(a) Quarternary R u p w  . 

cj; 



STATEMENT XXVI. 

TOT& .. 100 100 100 100 100 loo 100 100 100 100 100 100 100 100 100 loo 100 100 100 



STATEMENT. XXVII. 

(Reference paragraph 66.) 
NOTES IN -ON (IN LAKHS OF RUPEES). ~PERCENTAQE TO GROSS a n w m m m  OF ALL NOT= 

EXCEPT TKO= OF &. 10,m. 
Re. 

1 

1914 (31d Mrmb). . . . 
1921 ,, . . 9,62 

1922 ,, . . 9.93 

1923 ,. . . 10.88 

1924 ,. .. 11.39 

1826 .. . . 615 

1926 ,. . . 72 

Rd. 

2-8 

. . 
61 

27 

la 

7 

4 

2 

2 

1 

1 

Re. 
1 

. . 
6.4 

6.2 

6.7 

6.6 

2.5 

.4 

.3 

.2 

.2 

Ra. Rr Rs. 
loo 600 1,000 

36.0 6.2 18.0 

31.9 1.7 12.0 

34.2 1.8 9.3 

86.4 1.0 8.8 

6 .9 7.6 

37.7 .8 7.7 

36.4 .7 7.8 

S0.l .7 8.0 

36.7 .6 8.4 

36.6 .6 7.0 



STATEMENT Xxvm. 
INDIAN MONEY RATES PER CENT. 1940-41. 

(Reference paragraph 75.) 

Call Money Rate. Bum Bill Rrto. Doposit Hated. 

Imprid 
I s t  of HRnk Bmk uf Cdculla. Bombay. ~dcbt ts  Bombay. 3 Month 6 Month 12 Xmtb 

Xate. LodL, (Rsnge). Depi ta  Depaib  Dcpositlr 
Hun& &bin R s b  in Ilrtcin 
hk Bombay. Bombay. Bombay. 

April 1840.. 3 3i 3 I t  0-7 a 2) 2& 2 

July ,,.. 8 34 f t 6--7 G f  10 . It I* 

August ,, . . 8 34 4 t 0-7 6t 1 It I 2  

September .. . . 3 3h 4 t 6-7 ti ? 14 1) 

October , . . 3 34 4 t 6-7 4 3 It It 

November ,, . . 3 31 h k 6 7  64 t 1 4 1 f 

December ,, . . 3 31 i 4 8-7 64 % 14. I t  

January 1911.. 3 3) 4 t. 6-7 6 )  * I f  J t 

February ,. . . :3 3 f t 6 7  c i  3 I f  1) 

March ., . . 3 3 1 t 6 7  6 2 2 1 i 1 $ 



(Refeence paragraph 78.) 

(In bPhe of Ro.) 
mBIUTLte8. dssETB. 

Permatage of 
Not- Tokl Qold and 

held in Notar iu Lnbi l ih  Gold ooin StcrUng R u p  Rupee Total Bbrling 
Bn&q oimub. (total and Becuritiw ooin Secaritier h b  Goounties 
Deput tion Notea bullion to tiotal 
mont -1 Nota imed 

Annual Avemgo. 

April . . 13,04 259.62 232,M1 44,U ll(i.50 63.38 38,36. 252,66 0'3.69 

October .. 28.49 228.67 467.16 44.42 131,M) 31.02 4&02 2 7 ,  68.41 

November . . 27.18 229.16 266.33 4442 131,(i0 30,7@ 49.82 256,33 68.63 



STATEMENT XXX . 

April . . 
May . . 
June . . 
July .. 
A u p t  .. 
September . . 
October . . 
Novembar . . 
December . . 
January . . 

WFebnIasy .. 
March .. 

TOW N o h  Pu'otee held 
imd in the 

Dept 

(In ldh of Ra.) 

h'oh in Totd N o h  Noter held Kotes in 
cirouletion . iewd . in the M a t i o n  . 

Banking Dspt . 
Tot.1 Nota Kota held h'otem in 

iasmd. in the oircolption . 
Bankillg Dept . 

April . . 
y . . 
June . . 
July .. 
Anpnt .. 
Beptsmbm . . 
Oatobsa .. 
Novembcu . . 
December . . 
January .. 
Febmfq . . 
Msrch . . 



April . . . .  

June . . . .  
July . . . .  
Augud . . . .  

Jmuy . . . .  
February . . . .  

. . . .  Dbmh 

(Reference parqaph 79.) 

DEPOSIT& Other Noted Balencea LOUIE & Other BilL ur . 
Liabi- and held Advmoea Loma & c d &  

BanLs Other Total Litice Coin &broad to GOY- Adv.~~cea disoountsd 
srnmcmts 



STATEMENT XXM1. 

CrA and 
Fhlaaccs 

(In lakhe, of Ra.) 

Advcncca 
with and 

R e w r e  Diacountr 
Avorage of Domand Timc Gnh in Balances Knnk Advanca~ Bills as 

Friday Liabilibica Liabilitiee h d i s  with as in India Dknuntd percentage 
Figures. in Jnb in India and h o m e  percentage m d  in Iucliu of 

and and Burma. Bank. of Burma. md 1)emund 
Burm. Burma. b n d  BWIM. und 

l W 1  

April . . . . 
bby .. .. 
June . . . . 
Jdy . . . . 
Allgust .. 
bptombor .. 
October . . 
Novembor . . 
Decemkr . . 
Jmuruy . . 

Time 
Liabilitica 

42-00 

43.46 

40.49 

W.71 

63-31 

48.93 

61-70 

61.81 

68-86 

83-51 

48.01 

43 - 70 

40.18 

37.23 

36-95 

38.66 

41.73 

44.34 



STATEMENT xxxm. 
CLEARING HOUSE STATJSTICB SINCE 1018- 

(Refer- PW.P~ 81.) 

Oalcotta Bombay W a s  Karachi Rangoon aSmpom 

(In bkhe of RI.) 

Delhi TOTAL 



se*Lo4z ~9'~a'r 

890'00'f I 9€~')0'81 

W'EI 16'11 

Oi)9'W PLO'LL 

W'II QG'S 

EOS'I8'1 6&1'~1'1 

8 Z'Z 9P41 

E(n'L.6 919'1E 

91'9 IIsV 

we6w w'ar 
88'8 M'Z 

9Z&'69 L 98'09 

89'1 08' 1 

9&o8sr rrrgr 

S0619'1 

609'9L6Z I 

86'8 

W'LL 

LE'S 

tLC'L1'1 

99'1 

06&'2€ 

88'8 

068'66 

LZ'Z 

W&'W 

ZQ'I 

tZZ'41 

PP'L 1'7; 

~08'91i'&I 

86'6 

169'8: 

cr 'or 
W8'*111 

60 

980'36 

89's 

9ZZ'IP 

90'Z 

SZ8'Lb 

TL'I 

98v'~ I 



STATEMENT XXXV. 
(A). R.EAUTTILNCES THnOUUH TEE HESRRVE BANKOF INDIA. 

Telegraphic Transfers is~ued and paid. 

(In lakl~8 of Ra.) 

J W M I .  

April to Octnbr to April to OcLobcr to April to Octobnr to 
Cmtm. Snptnmbnr. March. Bep~emlwr. Murch. Scptcmbor. hkrcll. 

Bornbey . . 
CdouttP . . 
Clwnpore .. 
Delhi . . 
Kmwhi . . 
Lshon! .. 
M d r u ,  . . 
Rangoon . . 

Total 

Ieeucd. Paid. 

3433 52,57 

62,Mi 49,611 

7,M 3,71 

6,.W 2,81 

6,26 6.02 

n,no 6 . ~ ~ 5  

8,73 11.26 

6.28 7.84 

I,40,OS l f 3,70 

h u e d .  Paid. 

42.76 40,85 

01.17 47.44 

3.60 6.81 

6,07 2,36 

6.93 7,13 

R;dS 8,30 

7.38 11,81 

6.29 12pa 

l,aD,51 1,36,16 

Iasoed. Paid. 

3 1  W.10 

62,93 02.37 

6,6:{ 3.46 

5,tS 3.85 

720 8.(19 

9.53 8,OG 

10,22 13,33 

6,74 !J,84 

1,68,84 l,58,5t) 

Tsni~d. Paid. 

31,81 44,49 

7s,a il:j,02 

1.49 10,.10 

5.13 2.83 

8.lti 8,89 

G.35 l 3 , 4  

11,G4 19.08 

6,:51 14.16 

1,66,83 I ,67,2J 

Paid. Ieeucd. Paid. 

5A,:38 35.W 41.69 

.17,0.1 A7,91 30,IO 

8,13 381 4.26 

2.68 7.13 1.48 

7.52 5,70 8,%1 

13,Ol 6,ll 12.18 

16,82 6.67 l2,W 

8.7H 1 11.83 

l,(i2,3J 1,31,06 1,.27.Wi 



STAT- XXXV. 
(B).  REMITTANCE^ THROUGH THE IJIPERIAL BANK OF INDIA. 

Denland Drafts Purchased. 

(Reference Pa~ugruph 83.) 

Hy Bengal Circlc Ofhchcca Ry Bombay Circle 0,Sicca Hy .\I,rc!rus C i i~ l e  Ofiirea Total 

1939-39 1933-40 19JY-30 193'3-40 1938-39 lti39-40 1939-39 1930-40 

Gent to offices in the Bengal Circle -i?,OI,13,ROo G0,"2,99,1W 6,@9,8i.~XU 5,21,6S,W 1 . 5 ,  i l  49;i0,49,'300 59,51,83,000 

Sent to officao in tho Bombay Circle 13,6f!,Ui,700 17,41,68,90U 21,74,69,800 31,00,25,500 5,34,55,W@ 5,00,74,300 41.09,13,-0 3G,48,69,000 

Sent to offioes in the Nadrae Circlo 1.52,72,400 .30,93.400 2.57.93,900 3,17,59,30Q 12,7O,'JS,40U 14.45,GB.W 17,81,64.000 1'3,94,09,500 

8 Total .. 58,16,74.000 O9,9G.61.400 31,41,20.300 43,45,53,WO 19.G3.31.M)O 1l,73,46,000 109,21,?6,100 135,14,61,500 



STATEMENT XXXVI. 
(A). TRASSFERS OP FUNDS TaROUGH GOVERNNEXT AGENCY WITHIN E-4CH PROVINCE 011 INDIA AND IS BUI:MA 

DURING THE FIRST HALF OF THE YEAR 1940-41. 

(In 1- of Rs.) 

certain lUedrm & 
centdly Cborg w. 

tared 
r re~ . )  

Sale of supply bills 
trader8 to the 
publio .. 102 7 

T r d e r r  to 
tarn by bank poet- 
b i n  . . . .  0 . . 

Total.. 108 7 

Bombay United Punjab Bihar Central Aasam Sorth- Orieee Sind Total Burma 
Rovincea Rovincer Wed for British 

Frontier India 
Yruvince 

, (B). TRANSFERS OF FUNDS THROUGH GOVERSJIEXT AGENCY BETWEEN DIFFEREST PROVINCES AND BETWEES 
w PROVINCES A S D  BVRU FOR THE H;\LT YEAR ENUEU 3 0 ~ ~  SEPTEMBER, 1940. 

(Reference pamagraph 83. ) 
On account of (In thoueands of Re.) 

(inoluding 
certain W a r  United Crn tral North- 

Parr, BY centrally and Bombay. Pro- Punjab. Bihar. Pro- b a r n .  Weat Orisllrr. Sind. Burma. Total. 
adminis- Coom. vinces. VIIIW. Fmntier 

tered 
w 

Province. 

. . . .  Beagal, etc. 
a.nd Cob& . . . .  

Bombsy . . . . - .  
United Provinces . . . .  . . . . . . . .  Punjab . . . . . . . .  Bihar . . . . .  Central Provinces . . . . . . . .  lbrrsm 
North-West Frontier Provinoe . . . . . . . .  Orbaa . . . . . . . .  Sind . . . . . . . .  Burme 

Total . . . .  

=.I . . . . 
522 . . 

3,03 . . 
6 . . 

30 . . 
14,42 . . 
6.8.; . . 

58.00 . . 
lti . . 

1.58 . . . . . . 
7 . . 

66.64 . . 



STATEMENT XXXVI. 
(C). REMITTANCES EFFECTED 13Y THE TREASURY AGENCIES DURING THE 

IhUF YEAR  ST OOTOI~ER 1940 TO 3 1 ~ ~  MARCH 1941. 

Telegmphio Tmnnfere. 1)mfta (including Mail 
Tmnnfem). 

I .  The Gencral Public . . . . . . . . 
2. Ikkedulcd Honlie at Par .. .. .. 
3. Schcdilled Bnnh at n P d u m  .. .. 
4. Nm-Sokedulcd Hanks and Indigenous hnkora.  

5. PA-opemtivo Hanks and hcint ine . . . . 
6. tooal Funds at n Pmmium . . . . . . 
?a Govenuncnt Intru Provinein1 at PRI . . . . 

b Exlrn Prnvinciul nt n Pre1uiu111 .. .. 

No. of Total No. of Total 
Trausfenr. Amount. Tnmrdora.. Amount. 



STATEMENT XXXVLI. 
RESERVE BANK OF IXDIA BALANCE SHEET 88 AT THE 30TH JUNE 1940. 

( R e f e m  paragraph 84.) 
IGSUE DEPdRThiEhT. 

LIABILITIES. AEsE'J!E. 

Re. a. p. Re. a. p. Re. a. p. Rs. 8. P 

Notea held in the BenLing Ibpt. 11.08,68.415 8 0 A. Gold Coin and Bullion :- 

Notes in ciroulation :- (a) Held in India . . 41,5+.46$27 16 1 
(a) I.egal Tender in India . . 2,35.03.99,180 0 0 (I) HeId onteide ~ndia" . . 2,8697,782 0 10 
(b) Legal Trmder in Burma 

O ~ Y  .. .. 12,70,18,030 0 0 sterling Eecoritiea . . . . 1,31,60.11,280 6 8 
Total Nota ~rsoed' ' . . . . 2,36,82,84,605 8 0 . . 1,76.91.54,600 6 6 Totbl of A 

B. Rupoc Coin . . . . 33.31.12.325 4 7 
Gormment of lndia ' Rnpee 

Securitiee 49,59,67.67@ 13 0 
Internal Bill8 oi 'Exo&&e dd 

other commercial Paper . . Xit. 

T m  UABIYRE~ .. 2,58,a2,84,606 8 0 TOTAL Assa~s . . 2.68.82.84.605 8 0 

Ratio of Totd of A to Licbiiitiea : 67.966 pcr cent. 

B A ? ? N Q  DEPARTMENT. 
LIABIWTIEB. ASSETS. 

Its. a. p. RI. a. p. 
Capital paid up . . . . . . . . . . 6,00,00,000 0 0 N o h  :- 

(a) Lees1 Tender in India . . . . . . 10,90,80,028 8 0 
Re6erve Fond . . . . . . . . . . 5,00,00,000 0 0 (b)  Legal Tender in Bnrme only . . . . 17,89.300 0 0 

Rupee Coin . . . . . . . . . . 8,31,067 12 0 
Depwik + Subsidisry Coin . . . . . . . . . . 3,72,118 12 9 

(a) C)o~elluuent- 
(1) Oentml Government of India 
(2) G l o v ~ t  of Burme . . 
(3) Other Government Acconntm 

{b) BuIkn . . .. .. .. 
(a) 0th .. .. .. .. 

Billo Pepble . . . . . . . . 
0th- Liabilities . . . . . . . . 

BUn Purohased and Discounted :- 
(a) Intems.1 . . .. .. .. 
(b )  Extcmol . . 
(c) ~0vernmeni;kcaeb;s ~ i i  . . 

Balencca hold a W L  . . . . . . 
hs m d  Advances to Government8 . . 
Other Lwm and Advunose . . . . 
Inveatmenta . . . . . . . . 
Other ABscta . . . . . . . . 

* Inclub C d  and Bhort-term [leouritiw. 



STATEMENT xxxm. 
RESERVE BANK OP INI)IA- PROFIT ANT) LOSS ACCOUNT FOR l ~ t l ~  

HALF Y E A H  J?'XDED ~ O T I I  JUNE 1940. 

(Reference para-qrapk 84.) 

31nt Decembor 1939 30th June 1 W  

Ks. a. p. Ra. a. p. 

U h t o m '  uul Iaoal Board Members' fees ~d c x p e w r  . . . . OS,B'L(i 2 6 ?2,084 1 0  (i 

Reat, texea, inuumnoe, lightiug, ctc. . . . . . . . . . . 4.55,213 4 0 Y.F5,734 O 0 

Law ohargee . . . . . . . . . . . . . . . . 10,873 16 0 ,115 4 O 

Poetage md felegrrrph charges . . . . . . . . . . . . (59,712 8 4 54,258 I 4 

&amity kinting (ohequee, mto forms. eta.) . . . . . . . . 1(3,15,733 3 2 I ,  I 5 

I)epreemtion and rep& to Bank property . . . . . . . . 1.4:3,M:{ 14 2 1.76.045 12 5 

Contribution bo dff and ruporannuation fun& . . . . . . 77,700 0 0 38,200 0 0 

Net ovaibblc balanm . . 22,50,3iiii 10 7 ZY,YH,971 8 G 
- - 

Total . . 1,22,95,508 4 10 83.83.506 A 2 
--- 

Amount net ~ i d ~  for payment of dividend at tho rate of 3f per cent. 
pwannum . . .. . . . . . . . . . . . . 17,60,000 0 0 S,75,000 0 0 

81~plu.11 payable to the Central Governmnnt . . . . . . . . 6.00,:356 10 7 20,6:3.971 R G 
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