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. |
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. | place on record my deep appreciation of their efforts.

Mumbai (Rakesh Mohan)
April 1, 2009 Deputy Governor
Reserve Bank of India
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INTRODUCTORY

General Fealures of the Year—With the announcement on the 8th May 1945
of onconditional surrender by Germany to the Allied Expeditionary Korce and the*
Soviet High Command, the European—and major—phase of the Second World War
came to an end. The war with Japan in the Pacific was by progressive stages
carried closer to the enemy’s home territory, while on the Burma front, after their
ejection from India’s eastern {rontier, the Japanese wero successively forced out of
Northern and Central Burma and with the entry of the Allied forces into Rangoon
carly in May 1946, their expulsion from that country was nearing completion.

The policy of pooling the financial, material and shipping resources of the
Allies, through agencies like the Combined Raw Matcrials Board, the Combined
Food Board and the Combined Production and Resources Board initiated earlier
during the war, was continucd during the year. As indicated in the second year’s
Report of the Production and Resources Board issued in 1944, the services of these
agencics were increasingly utilised for releasing supplies to afford relief to the peoples
of the liberated areas, for devising measures for increases in their civilian production,
and for working out systems of priorities for these purposes. The task of allocating
supplies, patticularly of food and clothing, has been rendered peculiarly difficult
by acute shortage of supplies, current world production of cotton goods, for instance,
in all but the Japanese controlled areas being estimated at 24 billion yards as against
35 billion yards before the war. The services of the UNRRA were also utilised in
supplying food, farm machinery, wearing apparel, coal, medical supplies, etc. The
flow of lend-lease aid from the United States increased in volume, and the value of
goods and services supplied to the Allies at §15.4 billion during 1944 touched a new
record. According to the 19th Report on Lend-I.caso released by the U.8. Adminis-
tration in May 1945 the total Jend-lease aid since March 1941 up to the end of March
1945 aggregated $39 billion. The total lend-lease exports from the United States
to the various United Nations are shown below :—

TABLE 1. EXPORTS UNDER LEND-LEASE SINCE MARCH 1941,

{$ wmillivn)
Percentage of

Countries col. (3) to total

During 1844 Upto 31st lend-leass aid ut

March 1945 39 billion dollars

(1) (£) (3) 4
1 United Kingdom .. ve .. .. 5,097 12,775 33
2 Soviet Russia . . . 3,429 8,410 22
3 Africa, the Middlo East and the Meditor-

Tancan srca Ve .. s ae 1,195 3,813 10
4 China and India .. ‘e . . 835 2,023 5
5 Australis and New Zealand . .. 366 1,257 3
6 Latin America .. . . . 82 227 1
7 Others . .. e . . 282 803 2



On the other hand, the amount of Reciprocal Aid furnished to the U.S. forces
also showed a progressive increase. The total value of such reverse lend-lease
up to the end of 1944 was §5 billion. A British Government White Paper places
the value of the United Kingdom’s aid to Allied Governments up to June 1944 at
£1,080 million of which the U.8. forces received £605 million. The value of supplies
made by India under reciproca) aid rose from Rs.35 crores in 1943-44 to Rs.76 crorcs
in 1944-45.

Conditions of full employment, Governmental cxpenditure on an unprece-
dented scale, diversion of productive capacity to war purposes and reduced imports
continued to impose a severe strain on national cost and price levels, and everywhere
called for considerable efforts to sustain economic and financial stability. A large
meagure of stability had, however, already been achieved in most countries and the
problem was how to safeguard it. To this end, the physical and financial controls
already instituted were maintained and intensified. Some idea of the relative
measure of economic and financial strain imposed by the war on the economies
of principal belligerent and Empire countries can be had from the proportion of the
national incomes or national budgets devoted to defence expenditure and the
reduction in civilian standards of consumption and in private capital investment
during recent years.

2. International Conferences.—The war has brought a wide realisation of the
close inter-dependence of nations in the social, economic and political spheres and
of the need for the setting up of functioning institutions to form the nuclei of inter-
national organisations in various phases of international life. A scries of intornational
conferences have accordingly been called, mostly at the instance of the United
States Government or business circles, besides group and regional conferences, e.g.,
among members of the Commonwealth or areas such as the Americas and the Middle
East, to deliberate upon matters of common intercst and formulate concreto lines
of international action or policy towards their treatment. India was represented
at all the important world conforonces. The International Labour Conference

“held at Philudelphia in April 1944 unanimously adopted a social charter of righta
for the common man, embodying the right to freedom of association and collective
bargaining and minimum safeguards for employment. Problems connected with
post-war trade and commerce, currency relations, trade barriers, ote., were discussed
by representative businessmen at another non-official conference held at Rye in
the United States in November 1944. The Conference advocated free enlerprise
as a nccessary condition of progress. The International Civil Aviation Conference
held at Chicago carly in the same month devoted itsclf to quostions such as the setting
up of an International Convention and an interim agreement for the regulation of
world air traflic and established an Interim Council on which India has a seat. A
series of conferences of the representatives of the Governments of the members
of the Commonwealth were held during the year, at which questions connected
with the prosecution of war, international security, aviation and migration within
the Empire wore discussed and decisions taken to enable tho Commonwealth to

. formulate ita genoral views on international problems. Guarantee of peace and
freedom from aggression being the necessary basis of all ordered human progress
and international economic collaboration, the organisation of world security in the

post-war period occupied a prominent place in international discussions. The
spirit of the United Nations’ resolve embodicd in Article 4 of the Moscow Agreement
which recognised the necessity of establishing at the earliest possible date a general
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international organisation based on the sovereign equality of all peace loving Statea
was carried a step further by the tentative decisions on the question of world security
taken at the Dumbarton Oaks Conference in October 1944. Thesc decisions related
to the institution of a Genceral Assembly, a World Security Council and an Inter-
national Court of justice. Tho World Security Council was to be primarily
responsible for ensuring security, and an international military staff committee
was envisaged to assist the Council in its task. The decisions wcre reaffirmed at
the Yalta Conference in the Crimea in February 1945, at which it was decided to
call a representative international conference of the United Nations at San Francisco
on the 25th April to give shape to the Dumbarton Oaks decisions. The San
Francisco Conference, which concluded its session on the 27th June 1945, adopted
a Charter, proposing the setting up of an international organisation known as tho
United Nations primarily to safeguard peaco and assure world security.

The Yalta Conference which mct on the eve of the collapse of Germany,
also dealt with problems arising out of tho implications of Germany’s unconditional
surrender, occupation of the enemy territory, resettlement of liberated aresus and
reparations by Germany. Germany was to be obligod to make compensation in
kind to the greatest extent possible for the damage caused to the Allied Nations,
and a Commission for the compensation of damage was to be established. Mention
may also be made of the Pacific Relations Conference in January 1945 at which
the economic and political future of territories in the Pacific was discnased, and of the
World Trade Union Confercuce held in London in February 1945 at which proposals
for setting up a new World Trade Union Organisation were debated.

Of particular monetary significance among the international conferences
held during the ycar was the United Nations Monctary and Financial Conferonce
held at Brettonwoods (N.H.) in July 1944 at which & concrete programme for
international monetary and financial co-operation was worked out. This included
Articles of Agrcement representing the consensus of conclusions of the experts
of the forty-four nations represented in the Confercnce, relating to an International
Monetary Fund and an International Bank for Reconstruction and Development.
A main object of the Intcrnational Monetary Fund is to provide member countries
with short-lerm resources (based on the quotas allotted to each country) to enable
them to tide over temporary deficits in their balances of payments and thereby to
promote stability of exchange, which is cssential to the balanced growth of
international trade. The aggregate of all member quotas in the Fund will be
composed of gold, member countries’ currencies and scourities totalling $8.8 billion
in all, of which India’s quota is $0.4 billion; the quota is a measure of a country’s
subscription, as well as of its borrowing rights, voting rights and share in the manage-
ment. The purpose of the International Bank is to promote the flow of long-term
international capital to assist in the reconstruction of cconomic life, the reconversion
of productive resources and the cconomic development of member countries ; the
Bank may also thus contribute to long-term equilibrium in international balances
of payments. The Indian delegation to the Monetary Conference preased for some
provision for a partial multilateral clearing of the wartime sterling balances through
the machinery of the Fund in the interests alike of the economic development of the
backward countries and the cxpansion of multilateral trade, thereby assisting the
broad objectives of the Fund. The proposal, however, was rejected by the Conference
on the ground of the limited size of the Fund in relation to the magnitude of the
war balances. The Conference also rejected the Indian delegation’s claim for the



allotment of a larger quota and for & permancnt seat on the Executive Committee of
the Fund and of the Bank, though her quota is large enough to assure her continuous
election to the Exccutivo Committee of the two institutions. The Articles of
Agrcement await ratification by the Governments of the participating countries
and will come into force when the Agroement is signed on behalf of Governments
having 65 per cent. of the total quotas.

3. Warlime Finances.—The table on pages 5 and 6 gives fignres of revenue,
defence and total expenditure and public debt since 1938-39 in rospect of the principal
belligerent countries excepting Germany (for which figures are not available). The
table brings out a few striking similaritics in trends in the general pattern of public
finance operations of the various countries, though there are important differences
in the individual characteristics of the series included. Column 7 showing the
percentage increase in total expenditure from year to year indicates that the largest
relative increase in expenditure took place in the United Kingdom and the Dominiona
in 1940-41 ; this was the year of maximum terapo of financial war effort in all these
countries when the most considerable part of the shift of their economics from a
peace to wartime basis occurred. The corresponding ycar or years in the case of the
United States were 1941-12 and 1942-43 owing to itslater entry into the war. InIndia,
the year of largest increase in budgctary expenditure was 1942-43, suggesting that
the heaviest direct financial burden was related to the Japanese phaso of the war.
These, it: would appear, were also the reapective years of maximum strain on the
cconomic and financial equilibrium of the different countries. One evidence of this
is afforded by the figures (in column 8) relating to the ratio of total revenue to total
expenditure, which showed the largest dip in these years in the respective countrics.
This indicated the inability of revenue resources to expand in proportion to the
largo inercase in expenditure, rendering necessary the largest rclative annual rise
in public debt in the same year or years (as would appear from column 9). After
the respective year or years of maximum percentage increase in expenditure in each
country, the curve of rising expenditure in the several countrics gradually tapers
off and during the last year or so there has been either a small rise or decline in the
level of expenditure in all countries. Meanwhile, the revenue receipts, as well as
their proportion to tolal expenditure, have continued to increase, the lag between
expenditure and revenue being correspondingly reduced ; the largest increase in
revenue occurred generally in the year or two following the heaviest increase in
cxpenditure. The process of cxpansion of tax resources was slowor as compared
with the sudden and immediate increase in expenditure, and borrowing of varying
degrees of inflationary potential filled the gap (as reflected in the indices of money
circulation in the next paragraph). Attempts have, however, been made to reduce
recourse to inflationary forms of borrowing by increasing as far as possible the flow
of savings from individual and institutional investors. Broadly, {from 42 to 65 per
cent. of the expenditure is met from revenuo in the several countries,* and the rest
from borrowing.

The nationsl patterns of wartime borrowing disclose interesting features as
regards the types of issues outstanding, maturitics, interest rates and groups of holders,

* In tho case of India, where this percentage is 62, thu large cxpenditure on Allied acoount
vitiates any direct comparison based on budgotary figuros alono, and the real infationary impact of
public finance operations ia far largor than thoe direct gap between expenditure and revenue; on the
othor hand, the significance of the gap which is relatively about the smallest in the United Kingdom
{exccpting South Africa) is farther reduced by the practical immobilisation of large balances owned
abroad and compulsorily invested in British treasury bills.
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TABLE 2. ANNUAL REVENUE, EXPENDITURE AND DEBT OF THE EMPIRE COUNTRIES, THE UNITED
STATES AND JAPAN DURING THE WAR

Total Taxes on  Percentage Defence Total Pesrcentage  Percentage Public Debt
Country. Years Revenue Income of 310 2  Expenditare Expenditure Increase of 2106 {yeoar-end
in6 figuroe)
1 2 3 4 5 8 7 8 9
United States July-June
(In millions of §) 1938.39 5,165a 2,189 42 1,206 8,707 _— 59-3 40,440
194041 7.807a 3 470 46 8,301 12,711 + 41 59-8 48,981
1941-42 12,7980 7,960 62 26,011 32,397 + 156 39-§ 72,422
1842-43 22,282a 16,094 72 72,109 78,180 +141 285 136,696
1643-44 41,200a 34,655 84 88,600 96,300 + 23 £2- 8 201,003
104445 40,8000 34,646 88 88,200 93,000 + 2 41-6 258,000
(Estimates)
6. Net revenue,
Uhnited Kingdom April-March
{In millions of £) 1938-39 927 420 45 4000 9841 —_— 98-§ 8,163
1940.41 1,409 896 49 3,220 3,819 + 110 369 11,309
1041-42 2,175 1,11¢ .34 4,085b 4,840 + 27 45-0 14,074
1942-43 2,820 1,460 52 4,8400 5,433 + 12 51:9 16,856
1043-44 3,030 1,760 68 4,9500 5,799¢ + 7 62:4 18,503
194445 3,238 1,901 59 5,125 6,083¢ -+ 6 53-4 22,398
1945-46 3,265 1,930 59 4,500b 5,565 — 8 58-7 —
{Estimates)

b. The figures are approximate estimates. 1938-30—Navy, Army, Ordnance aud Air votes and Issues under the Defence
Loans Act. The Defenco expenditure was entirely mot from votes of credit from 1940-41 onwards. ¢. Exchequer Issues,

Cansda® April-March

{(In willions of Canadian §) 1938.39 499 142 28 34 573 —_— 1 3,638
1840-41 857 272 a2 1,384 1,888 139 l6 4 4,737
1941.42 1,469 645 44 2,387 2,839 56 50-0 6, 609
1942.43 2,272 1,385% 60 4,102 4,756 62 47-8 8,893
1943.44 2,814 1,820% 68 5,029 5,826 22 48-3 —_—
194445 2,702¢ 1,582% 59 4,450 6,000 3 450 _
(Estimates)

* Defence Expenditure includes War Advances and financing Allied War Expenditure in Canada including the Qift to the United Kingdom of
1,000 million dollars in 1942-43. 1 In addition to the 800 million dollare appropriated for Mutual Aid in 1944-45 an unexpeoted balance
of §7.4 million dollars was carried over from the 1943.44 appropriation of 1,000 million dollare. 3 Includes 70,000,000 dollars in 1942.43,
and 1,56,000,000 dollars in 194344 and 85,000,000 dollars in 1944.45 of Income Taxes and Excess Profit Taxes refandable after the war.



Country
Australia

(In millions of Australian £)

South Africat
{In millions of South African £)

India
{In millions of Rs.)

Japan¥
(In millions of Yen)

Total Taxes on  Percentage Defence Total Percentage  Perceniage Public Debt
Years Revenue Incomea of 3tc 2 Expenditure Expenditure Increase of 240 6 (vear-end
in 6 )
1 2 3 4 3 6 7 8 9
July-June
1938-39 95 12 13 14 99 — 96-0 397
1840-41 1561 43 29 170 258 + 83 59-0 510
1041.42 210 86 41 320 421 + 64 49-9 718
1942.43 267+ 151 587 662 670 -~ 59 39-9 1,107
1843-44 309+ 184 62 544 686 - 2 45-0 1.476
1944-45 325* 211 65 505 653 — & 49-8 —
(Estimates)
* Excludes grants to States for income-tax reimbursements and entertainment tax reimbursements.
April-March
1938-40 45-5 18 40 3-8 71-3 —_— 63-8 201
1840-41 62-9 33 §2 60-0 128-2 + 80 491 336
1041-42 79-5 43 o4 72+ 131-5 + 3 60-5 381
1942.43 945 58 61 96-0 166-0 + 26 56-9 430
1843-44 107-5 61 a7 102-5 173-5 + § 62-0 478
194445 118-0 60 51 101-3 181-0 -+~ 4 641 532
1945-46 1235 65 a3 82-5 189-0 + 4 653 588
(Estimates)
t Including expenditurs on Loan Account.
April-March
1938.39 845 173 20 462 852 99-2 12,058
1840-41 1,077 259 24 736 1,142 + 21 94-3 12,477
1041-42 1,346 440 33 1,039 1,473 - 29 91-4 12,092
194243 1,769 B8 49 2,671% 3,418 +132 51-8 13,891
1943-44 2.521 1,291 61 3,959% 4,793 + 40 52-6 15,653
194445
(Revised) 3,569 2,100 39 4,566% 5,721 + 19 62-4 18,455
1845-46
(Budget) 3,623 1,905 33 4,120% 5,35¢ - 6 677 22,068
The figures of public debt represent the total interest-bearing obligations. } Including exponditure on Capital Account,
1938.38 1,814 1,118 62 6,097 8,084 22-4 17,837
1940-41 3,168 2,545 80 6,764 10,034 + 12 31-6 30,895
1941-42 3,888 2,073 77 15,730 20,253 +102 19-1 41,677
1942.43 5,767 3,844 68 18,079 24,311 + 20 237 45,333
(June)

€ The figures of total revenue represent tax reocipts enly, while those of expenditure inclade Capital account.




The national debt of the United States in 1944 showed a rise of about three and a
half times over the 1939 level as against an increase of more than one and a half
times in the United Kingdom and Canada, though the debt-to-national income
ratio in the United Statcs was about equal to that of Canada and far below that
of the United Kingdom. Short-term borrowing has generally predominated during
the war period : about 54 per cent. of the United States public marketable debt
is covered by loans maturing within five years against 44 per cent. in the United
Kingdom and 45 per cent. in Canada ; in India, however, the percentage of total
debt maturing within five years is 22 per cent., both institutional and other investors
favouring a longer term investment.

According to an analysis of the tax revenue during the period 1938-39 to
1944-45, taxes on income have increased by more than sixtocn-fold in Australia,
nearly fifteen-fold in the United States, eleven-fold in Indis, ten-fold in Canada
and three and a half fold in the United Kingdom ; on the other hand, receipts from
customs and excise have riscn by about three-fold in Canada, two-fold in the United
Kingdom and India and by less than one-half in Australia. In consequence the
proportion of taxes on income (direct taxation) to total revenue has increased
substantially in all countrics, thus making for better-balanced tax systems.

4. Money Circulation and Whkolesale Prices.—The table on page 8
gives comparative indices of note circulation, sight dcposits of commercial banks
and wholesale prices since the war for the United States, cortain Empire countries

and India. The graphs on page 9 show the relative trends of the various series
in the different countries.

Following the adoption of stabilisation mecasures carlier, there was only a
moderatc cxpansion in currency in most of the countries during the year under
review, while the rate of increase in deposits has also somewhat slackened. Thus
in the United Kingdom note circulation in 1944 rosc only by 13 per cent. as
against 18 per cent, in the previous year and in tho United States the corresponding
increases were 29 per cent. and 38 per cent.  Deposits in the two countries increased
by 12-7 and 139 per cent. in 1944 as against increases of about 11-1 and 209 per
cont, respectively in 1943. Tho trends are similar in respect of Canada, Australia
ond South Africa. Prices showed only minor variations in most of the countries
included in the statement. In India, the rate of note expansion in 1944-45 showed a
considerablo decline, being 23 per cent. as against 37 per cent. in 1943-44 ; general
prices Temained comparatively stable at the levels attained during the last quarter
of 1943-44 after their decline from the peak level of the second quarter of that year.
An analysis, denomination-wise, of note circulation in most countries appears to
show a relatively larger increase in issues of notes of larger denominations, such

denominations being mainly used for making payments in black markets and for
hoarding purposes.

It is interesting to note that since the withdrawal of notes of larger denomi-
nations in tho United Kingdom, black marketeers are reported to have increasingly
resorted to diamonds as a means of payments; in less advanced countries such
payments are often made through the medium of gold.

b. United States.—The tablo on page 10 shows certain essential monctary,
production and price indices bearing on the trends in the United States’ economy.
The second year after the entry of the United States into war, wz., 1943, marked
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TABLE 3. QUARTERLY INDICES OF AVERAGE MONTHLY NOTE CIRCULATION, DEMAND DEPOSITS AND WHOLESALE

INDIA
UNITED
KINGDOM ..

% CANADA ..
SOUTH AFRICA..

AUSTRALIA

UNITED STATES

—A— A A A A A

1939
I1I

XN 102
D 101
P 105
N 103
D 101
P 102
N 110
D 104
P 103
N 103
D 99
P 03
N 103
D 100
Pt 07
N 102
D 103
P 102

1940 1941 1942
Annual Average
132 152 258
113 144 207
120 139 185
113 128 159
120 152 173
139 165 162
163 240 337
128 157 193
114 124 132
114 134 173
117 150 189
114 124 140
128 156 229
122 139 172
110 117 131
118 151 217
118 137 152
104 116 131

N—Note Cirounlation.

+
+

D—Demand Deposits.

{Provisional) for two months only.

356
273
258

180
189
165

410
221
134

205
226
149

284
213
135

277
177
136

*

1943

B

405
299
312

185
192
166

442
230
137

225
239
150

307
221
138

179
138

For one month only.

I

437
335
342

191
199
166

468
235
138

238
247
153

323
220
139

328
190
137

(July 1939 = 100)

1v

464
367
318

202
21
165

502
247
141

255
257
156

352
238
138

360
159
137

505
390
298

212
212
168

517
256
141

257
259
158¢

377
265
137

382
189
138

PRICES IN THE EMPIRE COUNTRIES AND THE UNITED STATES.

1944

II

530
414
296

221
218
169

639
266
141

271
2671
158

414
274
138

409
198
130

" P—Wholesale Prices.

t January to June 1939 = 100.

IIT

642
441
299

224
224
170

567
273
140

280
281
157

438
269
140

436
199
139

567
299

234
237
170

800
279
140

292
293
156

288
472

212
139

{+22)
(+25)
(— )

(+16)
(+12)
{+ 3)

(+20)
(+13)
-1

(+15)

(+1)
(+26)
(+21)

(+31)
(+12)
(+1

1945

613
455
301

240

2378
170

293}

491
2093

Figures within brackets indicato the percentagc change in the quarter over the corresponding quarter of the previous year,

(+21)
(+17)
(+0.7)

(+13)

(+12)
(+ 1)

(+14)

(+69)
(+12)



INDICES OF NOTE CIRCULATION, DEMAND DEPOSITS AND WHOLESALE PRICES

IN CERTAIN COUNTRIES DURING THE WAR
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the approximate completion of industrial mobilisation and the attainment of
maximum wartime output, the Federal Reserve Board index number of industrial
production (1935-39=100) touching its peak of 249 in October 1943 as against
218 & year beforc. Productive capacity is estimated to have increased by about 50
per cent. during the war. The over-all picturc of the third year, viz., 1944 has been
one of gradual curtailment of war economic activity, planned initiation of recon-
version programmes and the achievement of a fuller measure of economic and financial
equilibrium. The index of total industrial production declined slightly from 239
at the end of 1943 to 229 a year later. The various price control measures, originally
embodied in the Stabilisation Act of October 1942, were cxtended for a further
period of one year to the 30th June 1945, subject to certain increases in ceiling
prices of farm products, with corresponding increases in a few cases in the ceiling
prices of finishod products. These changes in the stabilisation policy did not,
however, have any material effect on the general price level, the indices of cost of
living and wholesale prices rising only by 1-5 per cent. and 1 per cent, respectively
during the whole of 1944, The United States has been comparatively successful in
countering the powerful inflationary flood of purchasing power mainly by a plentiful
flow of goods for civilian consumption : the country’s standard of living during
wartime has risen markedly above the pre-war level. The enforced reductions in
the supplies of certain durable consumer goodssuch as motor cars, tyres, refrigerators,
ctc., have been more than compensated by a great expansion in other civilian
industries covering durable as well as non-durable gouds. The index number of
Department Store Sales which has been on an upward trend since 1942 increased
further by 11 per cent. during 1944 and averaged 186 in 1944 as against 133 in 1941.

1838 1939 1940 1041 1942 1943 1944

Money in circulation (million

dollurs) (End of year) 6,856 7.598 8,732 11,160 15410 20,449 25,307
Gold Stock (million dollurs)

(End of year) . 4,512 17,644 21,995 22,737 22,726 21,038 20,019
Demand  DNeposits mdlion

dollars) (End of year) . 25,986 29,793 34,945 38,902 48,922 60,816 66,900*
Timo Deposits (million dollars)

(End of yvar) . 26,306 27,0669 27,738 27,720 28,431 32,736 39,700*
Stock Prices (1035- 39= l()()) 88.2 04.2 §8.1 80.0 69.4 91.9 09.8
Incomo paymcents (1935-39 =

100) .. .. 98.5 105.4 113.5 138.0 174.6 213.0 233.3*
Industrial Production Total

(1935-39 = 100) .. 89 109 125 162 199 239 235*
Department Store Salas(1936

39 = 100) .. a9 108 114 133 150 168 136

Factory Pay Rolls (1039 100) 84.2 100.0 114.5 167.5 246.2 330.4 334.2

Foctory Employment (1939 =

100 91.0 100.0 107.4 132.1 152.3 168.7 158.1
Cost of meg (1935 39 —100) 100.8 099.4 100.2 105.2 116.5 123.6 125.5
Wholcsale prices All commodi.-

ties (1926=100) .. . 78.6 7.1 78.6 87.3 08.8 103.1 104.0
Wholesals Prices of farm pro i
ducts (1926 = 100) . 68.5 65.3 7.7 82.4 105.9 122.6 123.3
* Preliminary

Among the measures instituted to facilitate the transition to peace may be
mentioned the announcement by the War Production Board early in July 1944 of 2
full programme to prepare industry for civilian production. Four specific orders
were issued in execution of the programme, the most important relating to the
“ Spot Authorisation Plan " initiated during the middle of August 1944, under
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which controls over materials such as carbon steel, alloy stecl and other metals
including copper and alluminium were relaxed, and manufacturors were to be assisted
in resuming production of articles of civilian consumption ; the sale of surplus
aircraft was started in July with the initial disposal of over 2,000 planes by the
Defence Plant Corporation ; by the 15th November 1944, the total dollar value
of authorisations for reconversion under the Plan had reachcd 8422 million, and
tho number of approved applications was 3,240. Legislative action was taken to
give effcct to Government’s plans about other phases of reconversion. A set of
four laws was passed in October 1944 viz., the Contract Termination Act, the Veterans’
Benefit Act, the Surplus Disposal Act and the General Reconvorsion Act. These
plans, however, received a temporary sethack in December 1944, while the Spot
Authorisation Scheme had to be suspended for the time being, owing to military
exigencics resulting from a protraction of war in Europe and its intensification
in the East. Meanwhile, manpower shortages and shortfalls in essential supplies
continued to claim attention and the Administration adopted the new Manpower
Referral System under which assignment and distribution of industrial workers in
the United States were brought under centralised control.

Long-term programmes of post-war reconstruction engaged the attention of
official, semi-official and non-official bodics in the country. The major problem
of post-war reconstruction in the United States is the provision of full employment
and formulation of a post-war programme to avoid unemployment. It is estimated
that there would be 60 million people available for work in the firat year after the
post-war transition ; to maintain full employment will require a volume of produc-
tion, taking account of normal population increase and expected increaso in output
per worker, equivalent to a gross national income at 1943 prices of $170 billion as
compared with the wartime peak income of $200 billion and with §108 billion in 1939.
As such an unprecedented production effort will be required and also the fullest
development of export markets. A United States Commerce Department forecast
places the expected output in the first full peace-time year at 40 per cent. above
the previous peace-time record of 1940 : if this matcrializes the problem of oversupply
in the U.8.A. will constitute an important post-war economic problem for the world.
A special Senate Committee Roport on post-war problems, particularly employment,
outlines a sixteen point programme which has been officially approved. The principal
features of the programme relate to demobilisation ; termination of war contracts
and disposal of surpluscs ; construction projects on the termination of war; relaxa-
tion of price controls and rationing; post-war budgetary policy ; refinancing of
treasury obligations, revision of the tax structure to prometc production and
consumption ; expansion of foreign trade and prevention of monopolies and trade
barriers. Action has alrcady been taken on some of the recommendations of the
Committes connected with contract termination, procurement by Government
agencics, available plant capacity for civilian goods production and, lastly,
preparation of a revenue bill designed to encourage private enterprise in the
transition period.

6. United Kingdom.—The magnitude of Britain’s war cffort or war damage
during the five ycars of war is indicated in a White Paper issued in November 1944.
During this period the available manpower rose from 18} million to 22 million ;
over 4.5 million houses were destroyed or damaged out of a total of 13 million in
the country, and 12.5 million tons of shipping were lost ; Britain’s food production
was raised with a view to economising shipping by increasing the total land under
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plough from 12.9 million acres in 1939 to 19.4 million acres in 1944 ; overscas assets
valued at £1,065 million were sold, and new overscas liabilities totallmg £2,300
million were incurred. The valve of British cxports shrank from £471 million
during 1938 to £232 million in 1943 and the volume in the latter year was only
29 per cent. of pre-war. It is estimated that 80 per cent. of the nation’s war potontial
will have to be directed to the task of fighting against Japan.

The year under review has been one of continued stabilisation of financial
and cconomic indices such as currency circulation, cost of living, savings, wages
and industrial relations. The following table gives various indices relating to the
main features of Britain’s wartime economy :

) 1938 1039 1940 1841 1942 1943 1044
Wholesale prices (1930=100)

(average of months) 101.4 102.8 136.6 162.6 159.4 162.8 166.2
Cost of living (July 1914—100)

{average of months) 156 158 184 199 200 199 201
Note eirculution (£ mllhon)

(avcrage of Wednesdays) . 485.6  507.3 §74.7  6852.2 808.3 966.3 1,135.7
Bank deposita (£ milhon)

(average of months) .. 1,244 1,252 1,487 1,885 2,148 2,455 2,765
Clearings (average of working

days) (£ million) .. 133.1 124.3 133.6 144 .4 183.3 189.8 207.8
Rotail salcs (averugo da.:ly

aales) (1942=100) . 05 08 101 08 100 98 105

Wages rate (Prof. Bowlcya

index) (Dccember 1924=

100) (average of months) .. 104.3 106.0 117.0 127.5 136.3 143.0 151.3
Unemployment  (succceding

Januury figures) (thousands), 2,133.8 1,602.6 764.3 195.1 121.0 06.3 122.2
Capitul flotations (thousands

of £) .. .. .. .. 118,098 06,204 4,096 2,326 3,907 8,583 7,576

Problems of reconversion and rehabilitation such as those connected with demobili-
sation, housing, full employment, land improvement, civil aviation, control of
industry and development of cxports received the attention of the authorities during
the yoar and several important pronouncements of policy were made. A British
Government White Paper issued at the end of September 1944, following the main
outlines of the Beveridge plan, embodies ‘ a victory charter * of security. It proposes
to replace the several schemes of insurance for specific purposes like health, sickness
cte., by & general scheme of social security for all purposes and to provide for every
person in consideration of a single weekly payment varying from 1sk. 10d. to 4sh. 2d.
a widc range of benefits such as family allowances, free hoalth services, unemployment
and sickness benefits, rctirement pensions, widows’ pensions, and maternity and
death grants as well as orphans’ and guardians’ allowances ; besides the scheme
proposes to add 27} million to the 20 million already insured under the various
existing insuranco schemes. It is estimated that theso proposals which will be
operated by a now Ministry of Social Insurance will cost a minimum of £650 million
a year rising to £831 million by 1975. Government’s policy on the control of land-
use was announced in a White Paper released in June 1944 ; the White Paper examines
the findings of the Barlow, the Uthwatt and the Scott Commlttees, and proposes
the levy of & Government bettorment charge, fixed at 80 per cent., on the develop-
ment value of land. A four-year plan for British farming announced oarly in the
year proposes the continuance of the wartime policy of production of the maximum
quantity of foods, lays special stress on ensuring the quality, economy and efficiency
of British agriculturc in the post-war period and guarantees to certain sections
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of producers prices not below the present level. Anothor White Paper issued m
September 1944 on partial demobilisation after the deleat of Germany, details the
scheme of re-allocation of manpower between the armed forces and industry and
the financial and technical facilities to be provided for reconversion of industry to a
peacetimo basis. As announced in January 1945, financial assistance to industry,
including small and medium-sized industries, is to be provided through two special
institutions viz., the Finance Corporation for Industry Ltd., and the Industrial and
Commercial Finance Corporation Ltd., with a capital of £25 million and £15 million,
and with powers to borrow upto £100 million and £30 million respectively; the
institutions will supplement and not displace private investment. . The Wages
Council Bill of January 1945 proposcs orderly wage regulation throughout industry
and the establishment of a system of standard wage rates through either a voluntary
or statutory machinery, thus assuring to industry the continuance of the benefits
of wartime controls, unlike after the last war. Industries to receive special rehabili-
tation facilities are primarily those connected with the country’s export trade e.g.,
the cotton textile industry. Prec-war facilities for export credits as provided
through the Export Credit Guarantee Fund are also proposed to be expanded by
raising the limit of credits from £76 million to £200 million., It is estimated
that an expansion of 50 per cent. over the pre-war lovel in the country’s export
trade will be required to make up for the change in the balance of payments
position a8 a result of the loss of British overseas investments and of the income from
invisible services on this and other accounts, over and above tho liquidation and
servicing of the accumulating overseas balances in London.  According to an estimate
private consumption relatively to national income in Britain in the immediate post-
war period at 63 per cent. though it may be higher as compared with the 50 per cent. in
1943, will have to be below the pre-war level of nearly 80 per cent., if the country
is to balance its international accounts and make provision for domestic
investment.

1. Other Empire Countries—The wartime cconomy of the different Dominions
presents a similar pattern of development. War has provided a great fillip to their
industrial and economic devclopment, led to conditions of full employment and
substantial increases in national income, and laid the foundations for a broadened
and diversified post-war economy. These countries have largely maintained their
economic and financial equilibrium as a result of increased production and rigid
control of wages and living costs, mainly through rationing and subsidies. Subsidics
have been utilised to promote agricultural production, to stabilisc wages as in
Australia and to reduce the incidence of the rise in import prices. Rationing has
had to be resorted to on occasions not to meet local shortages but to provide e.g.,
in Canada, for the increasing demand of the Allied Governments, particularly the
United Kingdom. The standards of consumption in most cases showed marked
improvement ; in Canada the index number of Department Store Sales (1935-39=100)
averaged 165 in 1944 as against 151 in 1943 and 104 in 1939.

By 1943 about half of Canada’s national income was being devoted to direct
war uses, as against & maximum of 12 to 15 per cent. during the fourth year of the last
war. During 1944, industrial and business activity continued to bo on an upward
grade as judged from the latest available indices of employment, pay rolls, car-load-
ings and of trade. The index number of aggregate pay rolls (June 1, 1941=-100)
averaged 148-2 in 1944 as against 1449 in 1943 and 128-3 in 1942. A study of
Canada’s balance of international payments for the period 1938 to 1943, features
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some important wartime developments : the balance of trade in merchandise rose
from $195 million to $1,471 million mainly as a result of lazrger expansion of exports ;
total current credits showed a risc from $1,361 million in 1938 to $4,064 million in
1943, as against a comparatively smaller increaso in total current debits from $1,261
million to $2,8568 million. The effectiveness of the Canadian stabilisation mecasures
is reflected in the tenacity with which the living costs bave been held in faco of the
marked increase in npational income, the index numbers of cost of living
(1935-39 = 100) being 117, 118 and 119 for 1942, 1943 and 1944 respectively. Sub-
sidics have been the linchpin of the Canadian stabilisation programme and have
been increasingly resorted to during 1943 and 1944, the total payments amounting
to $65 million from December 1941 to March 1943, to $130 million in 1943-44 and to
$227 million according to the budget provision for 1944-45 ; savings to the consumer
as a result of the snbsidies were officially estimated at $850 million in 1944. Among
the problems of post-war reconstruction and maintenance of full employment those
of providing intermediate credit to industry and extension of financial guarantces to
export trade engaged attention during the year, and two new institutions, viz., the
Industrial Development Bank of Canada (a subsidiary of the Bank of Canada)
and the Export Credits Insurance Corporation were set up in August 1944.

Typical instances of war-induced industrialisation in Australia are furnished
by the promotion of engineering, machine-tool and aircraft manufacturing projects.
Under the Mutual Aid Agreement concluded between Australia and the United
States in September 1942, reciprocal lend-lease aid totalled £198 million by tho
end of September 1944 and is placed at £110 million for tho financial year ending
June 1945, representing 22 per cent. of Australia’s total war expenditure during the
current year, as against 20 per cent. in 1943-44. Australia’s food production was
affected by a severc drought, and wheat prodnction during 1944-45 was placed at
50 million bushels as against the pre-war average of 155 million bushels. The
Commonwealth Government’s attempt to centralise certain essential economic snd
financial powers in the Federal Government during the first five years after the war
was defeated at a referendum in August 1944. Government’s plans for post-war
imdustrial development include the adoption of a £153 million national works
programme and another £20 million of loans to States and local Government bodics in
1944-45. According to an agrecment concluded in September 1944 between Australia
and Great Britain, the lattor is to purchase from Australia exportable surpluses of
meat and dairy products for the four years ending the 30th June 1948,

South Africa has witncssed during the war a considerable degree of diversi-
fication of its economy through the development of manufacturc of industrial
equipment and many previously imported types of consumer goods e.g., small stecl
ingots, paper and chemicals. Prices in the Union rose by 4 per cent. in 1944
as against a rise of 9 per cent. in 1943 and stood at 54 per cent. above the 1939
level. Reports of investigations made by the Industrial and Agricultural Require-
ments Commission provide the basis of general economic reconstruction after the
war. A report by a Parliamentary Committee on Social Security favoured the
creation of a Social Security Fund on a contributory basis. It is not proposed,
however, to undertake immediately a full-fledged programme of social security, the
complete inplementation of which will require an increase of at least 50 per cent.
in the country’s national income by 1955 ; to start with, a modified scheme of mone-

tary benefits and pensions is proposed to be introduced which will cost Government
£562 million by 1947.
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8. Middle Eastern Countries.—Owing to their geographical and strategic
position the countries of the Middle East were drawn carly in the war into the orbit
of the Allied war effort, serving as bases of supply for the African theatre and Russia.
This along with the presence of large numbers of Allied forces resulted in heavy
local Allied expenditures in these countries often exceeding the expenditures of their
Governments. Industrially undeveloped, administratively ill-equipped and cut
off from their normal supplies of imports, the countries of the Middle East have
developed inflationary tendencics of a serious type. The inflationary spiral reachod
its peak with the rising tempo of war in 1943 as evidenced by indices of note circu-
lation, wholesale prices and cost of living in countries like Egypt, Palestine, Iran
and Iraq. Wartime expansion of currency has been the largest in Iraq, showing
an increasc of necarly 600 por cent. followed by Iran where the circulation rose
fivefold. Price levels and living costs also have shown a correspondingly big
upward surge in these two countries. Inflation in the Middle Eastern Countries
has not been the outcome of unbalanced budgets. The second Anti-Inflation
Conference held at Cairo in April 1944, consisting of representatives of eleven of the
Middle Eastern Governments and the Governments of tho United States, the United
Kingdom and India, passed a number of resolutions recommending action to arrest
the progress of inflation during the war and to counteract it in the post-war period.
The resolutions emphasised the need for measures such as increased taxation, loans
and savings, and price controls as also for the development of production to supple-
ment the financial programme. Palestine, where the cost of living has risen the
least, has attempted to combat inflation through adoption of food rationing, “utility”
clothing and subsidics. Rationing was also introduced in Iraq in the middle of
1943 and was further extended in 1944 to cover tca, coffee and cotton textiles.
Sales of gold have been resorted to in most of these countries to withdraw the
cxcess purchasing power. A mitigating factor in the case of Egypt has been, as
announced in September 1943, the replacement largely by internal loans of the
country’s sterling debt of approximately £90 million. In Iran, the measures taken
have included a monopoly procurcment of foodgrains, rationing, state control and
distribution of cotton picce-goods, sugar, tea ctc.; a committee has also been
appointed to watch over trends in prices. The strain on the cconomy of the Middle
Eastern countries was appreciably relieved with the cessation of hostilities in
Africa about the end of 1943. With a view to promoting the development of
agriculture, the Middle East Council of Agriculture was set up during 1944, under
the agis of the Middle East Supply Centre. The decision of the Middle East
Supply Centre to relax controls over a wide range of imported articles with effect
from January 1945, is expected to ease the supply situation in theso countries.

9. The Union of Soviet Socialist Republics.—The main pre-occupation of the
Union for ycars before the war had been the raising of its productive capacity and
the building up of its capital equipment through a severe restriction on the output
of consumer goods. This process was intensified after the outbreak of the war with
Germany in June 1941. Strict Governmental control and planning of all economic
activity rendered the task of diverting the cconomy to a wartime basis comparatively
casicr. The rise in income through wartime increase in employment has been
absorbed mainly through increase in the rates of pre-war sales taxation amounting
in certain cases to a half of the retail prices, State loans subscribed out of excess
consumer purchasing power and a 10 per cent. surtax on all incomes. During the
first two years of its war with Germany, the Soviet Union suffercd a loss estimated
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at 20 per cent. of its national income. The country’s defence expenditure, however,
increased by more than 75 per cont. during that period ; three-quarters of this increase
came from the diversion of resources from industrial development and the remainder
from reduction in social and cultural developments, as would appear from the
following figures :—

(£ millions)

Percentage
1941 Increase (+) or

{Pro-war estimatos) 1943 Deorease (—)
Dofence .. .. . v 2,830 5,000 +- 77
National Economy . . 2,050 870 — 68
Social Development . . 2,000 1,600 —_ 26

Administration .. 800 800 ceen

Civilian Consumptivn 4,500 3,000 —_— 33
Totel National Tncome .. 12,180 11,170 — 8

The budget for 1945 provides for the largest military expenditurc in Russia’s history
viz., 137,900 million roubles or 45 per cont. of the total budget estimated at 305,000
million roubles. The budget also provides 40,100 million roubles for capital invest-
ment as against 29,000 million roubles in the previous year, nearly half of the former
sum being earmarked for rchabilitation work i the liberated regions.

As available reports show, Russia’s post-war economy would appear to
involve a shift in economic balance in favour of Asiatic Russia, mainly in consequence
of the war expericnce.

10. Burma.—The picture of conditions in the liberated parts of Burma, as
portrayced in the British Government’s White Paper of May 1945 on the country’s
futurc constitution, is ono of shattered political, economic and social life and of
dislocated trade and communications. The re-occupied areas have been placed
under the military administration of the South East Asia Command, and Civil
Affairs Officers have been appointed to undertake the task of rebabilitation. Pre-
paratory to their return to the country, the Government of Burmna in India have
taken meusures such as registration of firms, traders and individuals who may be
allowed to accompany the civil authorities on their return to Burma ; Burma had
more than a million of Indian population before the war. The status of Indians
in Burma and questions of cmigration, citizenship rights and movement of labour
formed the subject of discussions between the Government of India and the Govern-
ment of Burma during the year under review. The Japanese occupation of the
country meant inflation and wholesale requisitioning of labour, cattle and material.
Tho first tasks of rehabilitation, before any long-range reconstruction programme
can be undertaken, will, therefore, have to be confined to the more immediato needs
such as food, clothing, medicine and cattle, the ro-cquipment of agriculture and
regtoration of transport. According to 2 communique issued by the South East
Asia Command, the Japanesc occupation currency (which an estimate has placed at
Rs. 300 crores) was not to be recognised with effect {from the 1st May 1945. According
to a statement made by the Secretary of State the pre-invasion rights of companics
operating oil-fields in Burma will remain unaffected.

11. India.—The scope of remedial measures instituted by Government since
May 1943 to deal with the serious inflationary forces at work in the country’s cconomy
was widely extended during the year to provido for larger supplies of essential goods
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through freer flow of imports, partial diversion to other sources of supply of the heavy
defence requirements and allocation for civilian use of a part of the productive
capacity reserved for defence requirements. Increased taxation and larger borrow-
ing, sales of bullion and extension of commodity and price controls also assisted in
establishing a measure of comparalive equilibrium as reflected in the trends of
prices, currency circulation and security and share values (vide tablo on page 18).
A vital factor in holding the inflationary spiral was the rapid return of confidence
accompanying successive Allied victorics. The prospects of an early successful
termination of the war had favourable reactions on wide sectors of the economy.
The stimulus of war has led to some industrial advauce in the country and cxpansion
of existing capacity in many industrics, but the over-all measure of industrialisation
secured and the durable gain of productive capacity have been small relatively
to many other Empire countries. Industrial and cconomic activity during the
year under review was fuirly well maintained, although expansion was restrained by
shortages of transport, coal and skilled labour.

The food situation showed a marked improvement during the year, owing to
a fuller implementation of the main recommendations of tho Foodgrains Policy
Committee relating to imports of foodgrains, extension of rationing, statutory
price control and Jarger production ; Governmental monopoly procurement of grain,
and co-ordinated purchases of military requirements also helped to relieve the
position. While the object wnderlying the Central Government’s food price policy
has been to ensure adequate production at fair prices to the consumer, the authorities
do not intend to allow prices to decline to the pre-war levels. Instructions have
been issued to support the market e.g., in the case of wheat, whenever prices show a
tendency to decline unduly. Following the rccommendation of the United Kingdom
Fertiliser Mission which visited India in August 1944, it is proposed to manufacture
in India 350,000 tons of sulphate of ammonin. Emergency irrigation schemes,
expected to come into operation by the end of 1946 also aim at increasing the total
area under food crops. The same objectives of increased production, controlled
distribution and regulated prices have been pursued in the field of other consumer
goods. The distribution among provinces of available supplies of mill-made cloth
amounting to 4,800 million yards per annum as against 3,500 million yards before
the war, and of handloom production, has been cficcted on the basis of pre-war rates
of consumption. Shortage, particularly of tho finer varietics became, however,
accentuated as the year progressed. The general consumer goods position was
alleviated by increased imports of a wide range of goods in common use such as
bulbs, bicycles, stationery, drugs, light cars and locomotives and of limited supplies
of textiles, and by releases by Government, of brass utensils, woollen textiles, foot-
wear, paper, silk yarn, textiles of finer varieties, toilets, liquors etc. The over-all
supply position also benefited from receipts of materials under lend-lease and under
the Mutual Aid Agreement concluded in August 1944 between India and Canada ; under
the terms of the latter, India was to receive railway equipment including locomotives,
rolling stocks and a large quantity of component parts. Tho supply position is
expected to improve further as a result of the institution in March 1945 of the system
of open general licence for imports, liberalisation of quotas, and further prospects
of betterment in the shipping and exchange situation. Meanwhile, the steady
extension of the scope of the Hoarding and Profiteering Prevention Ordinance of
October 1943 to cover additional commodities or bring about revisions in cciling
prices fixed earlier, and the issue in July 1944 of the Consumer Goods (Control of
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TABLE 4. STATISTICS (QUARTERLY) OF ECONOMIC AND FINANCIAL TRENDS IN INDIA.

1939-40 1942-43 1943-44 104445
I. PRICE INDICRS n 1 it I v I I It v 1 i3 poad 1v
(Quarter-end figures)
1. Afl primacy commodities o .. 111-9 156-3 163-3 177-0 218-0 238-3 237-5 232-2 225-8 286-0 2385 247-8 248-8
2. Manufactured articles .. . .o 1165 187-4 192-3 222-2 2279 20635 252-3 251-8 259-8 259-8 258-1 257-8 252-8
8. General Index .., . . o 11249 158-6 187-38 1860 220-1 244-0 240-0 235-3 2333 2409 242-8 2500 243-1
4. Bombay cost of living .. .e .- 108 158 170 138 208 235 245 7 288 233 239 236 225
5. Xxports .. . .. .. .. 61 P} 99 111 120 129 182 1268 128 145 181
6. Importa .. ve ., ve .e [ ] 130 132 120 135 137 138 150 138 126 125
7. Fixed yleld Government Seourities .. 103:3 1131 118-1 118-2 118-% 118-1 117-8 117-8 17-7 118-1 118-0 118:1 117-6
8, Preference shares . .. . 127'8 137-0 187-7 153-3 1571 1602 164-1 185:7 171-8 173+0 174-4 178-2 181-2
:: ‘B'me yield securitics .e s 1l1-4 12¢-3 1868 148-7 162-8 174-8 176-8 183-8 105-3 108-9 1877 202:8 199:9
2«) Gold (Bombay spot) .. «  110-7 187-0 155-8 ®178.2 191-9 222-4 203-4 191-3 198-8 193-8 1991 199-0 104:5
o) Bilver » » .o .. 123-3 1756-1 136-7 2079 230-3 254-4 2637 240-9 277°1 £72:0 258-1 260-4 2659
II. FINANCIAL S8TATT3TICS .
{In crores of rupees)
1. Scheduled Bankst
(a) Demand Deposits . < 1831 243-2 293-2 ' 3%0-8 857-9 300-9 433.7 4824 512-8 5457 530-1 68085 6%-8
fb) Time Dedpol o os .. 101-8 95-8 980 105-6 117-¢ 126+2 13¢-9 143-9 1859 175-2 186-8 190°8 21560
c) Cash and Balanoe with the Re-
serve Bank of India . 284 60-0 75-8 74-3 64-5 632 81-4 100-9 87-0 113'9 12¢-3 121-8 106-4
2. Cheque clearings {Total) § . . 490-6 5§70-2 591-5 749-0 935-0 039-6 1019-6 1083-4 1236-0 1103-1 1325-9 13249 14555
3, Notes in circnlation, excluding Burma
notes (Quarter-end) .. . . 1988 £43-2 492-6 5704 643-6 728-4 7597 840-8 882-3 931-4 041-8 1009-6 1084-9
- A dnn(+orkctum(—-)of§otﬂ +127 43:4 §0-2 00-3 87-7 3:5 +71-7 70-4 +31-0
and Ru . .. .« .o ’ +403- . 100- 928 89-1 7 890 48-8 58 . +70 M
8. Sterling mdlw of Rarerve Bank + + + + + * + +
(;Ieurm-ond) . . - 78-1 322-6 410-1 473-8 500-1 641-7 769-0 855-4 0461 10321 1130-2 1248-7 1363-4
6. Tax venue (April to Quarter-end) .. 348 14-5 42-9 77-3 1345 289 46-8 112-4 101-1 42-8 100-6 1800 203-¢
7. Defenoe Expenditure (April to Quarter-
end) .. ‘e .. .o .e 2.0 31:6 84-5 138-3 21¢-6 43-0 1041 183-8 858-4 72-4 161+0 272-0 397-2
8. Rupoee debt nf Governmeat of India :— )
(6) Rupee loans (Quarter-end) ., 427-7 620-4 6309 667-2 751-8 788-7 858-3 9056 1002-8 10788 1106-5 11746  1219-0
(%) Treasury bills outatanding (Quar-
ter-ond) . . .e 698 166-3 191-2 189-1 2064-7 2401 162-8 112-8 110-6 B84-4 97-8 104-8 80-7
® Based on closing quotations of the 10th September, Base :—

t Average of woekly Agures (excluding Burma).
$ Exoluding Burma from December 1941.
9 Excluding Burma from Apell 1042,

Items 10 8: Week ended 19th August 1939=100,

Item 4: July 1033—June 1034 =100,
Ttems 5t09: 1027-28=100.
Item 10: June—Augnst 1939 =100,



Distribution) Order to regulate supplies, distribution and prices of consumer goods
including imported commodities, continue to restrain the price situation. Eazly in
1945, an official mission was sent to the United Kingdom to explore ways and means
of reducing the strain on the country’s civilian economy in view of the expected
intensification of military operations in 1946. On the return of the Mission in April,
arrangements were announced under which relief is proposed to be afiorded in the

form of additional imports from the United Kingdom and reduction in the demand of
defence services on India’s production.

Other important problems which engaged the attention of the authorities
during the year under review concerned short-term objectives of rehabilitation and
long-term projects of reconstruction after the war. The former comprised questions
connected with orderly disposul of surplus military stores, re-settlement and re-employ-
ment of ex-servicemen, conversion of industry from war to peace, and relaxation
or re-adjustment of controls to suit peace conditions, The latter included schemes
of post-war reconstruction involving large scale capital expenditure for the develop-
ment of the country as a whole such as the expansion of hydro-clectric projects as
the basis of industrial and agricultural development, production of capital and
consumer goods, betterment of transport services and improvement of agriculture,
particularly through irrigation. A number of blue printa were issned by the Central,
Provincial and State Governments detailing plans of reconstruction. The Provincial
and State authorities devoted attention mainly to problems of rural reconstruction
including re-settlement of soldiers, development of small scale industries, communi-
cations, cducation, health, ete. The Central Government has indicated in broad
outline the extent of the financial help the provinces might expect to receive, mainly

~on a population basis. The Department of Planning and Development of the
Central Government, under the separate charge of a Member of the Viceroy’s Execu-
tive Council, began to function from August 1944. The Second Report on the
progress of reconstruction issued in November 1944 by the Reconstruction Committee
of the Viceroy's Executive Council envisaged a fifteen-year programme of reconstruc-
tion in general, classificd into three five-year periods. It also emphasised the
principle of regionalisation, e.g., in regard to hydro-electric development for which
inter-provincial co-operation was essential, and dealt with questions of financial
assistance, priorities, procurement of plant and machinery and capital goods and the
formulation of a common policy on subjects of nation-wide importance. The
ultimate objective of planning was recognised to be a simultaneous reorganisation
and development of industry, agriculture and commerce, equitable distribution,
and oxtension of social services. Essential central co-ordination is proposed to be
provided through the establishment of bodies like the Central Tochnical Power Board,
the Central Road Board and the proposed permanent Tariff Board. Over-concentration
of industry in particular areas was to be avoided. For working out blue prints for
industrial development industrial panels have been set up for individual industries,
charged with the task of formulating targets for the first post-war five-year period
and, wherever possible, for the entiro fifteen-year period, and reporting on the scope
and extent of development of the particular industries they deal with, on problems
relating to their control and ownership, and on measures required for their pro-
motion. A Rs.1,000 crore plan for the development of agrioulture and animal
husbandry prepared by the Special Committee of the Imperial Council of Agricultural
Research aims at increasing the production of farm products by 50 per cent. in the
next ten years, the highest increase aimed at being in milk. A seven year programme
of railway reconstruction estimated to cost Rs.320 crores covers rchabilitation and
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replacement of machinery, locomotives, wagons, etc., improvement in organisation
and personnel and cvolution of a new rate structure, and manufacture of locomotives
and participation by the railways in road and air transport. The construction of
5,000 miles of new lines is projected in the programme, about half being expected
to be laid down in the first scven years. A departmental memorandum on shipping
outlines proposals for developing an Indian mercantile marine and securing an
increased share of the coastal traffic und an adequate participation by Indiain the
world’s carrying trade. It is recogniscd by Government that in the task of post-war
planning and reconstruction, limitations of personnel and capital equipment will
be more of a handicap than finance.

II. PRICES AND TRADE

12. Price Trends in India and certain other Countries.—More and more
inclusive price control programmes have come to replace earlier selective price
controls in countries where price levels have been more or less stabilised, e.g., Canada,
the United Kingdom, the United States and Australia. Amongst the Allied Nations,
Canada was the first formally to adopt an over-all system of price control early in
1942 followed by the institution of a general price ceiling in the United States in
Muy 1942, though farm products were brought under the general control only at alater
stage in that country. A rigid over-all ceiling was imposed in Australia in April 1943.
In the United Kingdom, where control measures were introduced piecemeal after
many prices had reached high levels, price control now approaches in effect a general
price freeze. In Germany, where the first general price control was put into effect
as early as 1936 the ceiling was rigidly held, the official wholesale price and the
cost of living indices showing each a risc of about 10 per cent. between 1939 and
1944. These international comparisons require to bo qualified, as official indices
in most cases do not reflect the actual rise in prices during wartime, taking into
consideration the commodities included, the price data collected and the methods
of computation, over and above the e_xclufuon of black market dealings. The
United Kingdom cost of living index does not reflect the entire rise in retail prices
of goods and scrvices: it is estimated that the price of household furnishings,
clothing, drugs, toiletries and other articles has risen from 75 to 100 per cent. over
the pre-war level as against a 30 per cent. increase in the cost of living index. In
the United States, according to a report submitted in November 1944 by a special
committee appointed by the President, the cost of living index should be marked
up by 3 to 4 per cent. to allow for the “ hidden increases ” in a seller’s market.

Price movements during 1944 (vide Statement I) in the United States,
the United Kingdom and Canada were narrow. The wholesale price index
in the United Kingdom averaged 171 in 1944 as against 167 in 1943. There
wag a risc of 1 point in the wholesale price index of the United States
to 136 and of 2 points in the cost of living index to 127. The Canadian
wholesale price index averaged 140 as against 136 in 1943 while the cost
of living index remained unchanged at 118. The relatively greater wartime
increases on the whole in the price indices of the United Kingdom reflect the
larger British war effort as compared with Canada and tho United States:
in Canada and the United States, national income in dollar terms has been more
than doubled largely as a result of increased production with civilian consumption
of goods and services ahove the pre-war level. On tho other hand, in the United
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Kingdom the rise in the production of war materials has been brought about by
cutting deeply into the production of consumption goods and ecivilian supplies.
In almost all the countries relatively greater stress has been laid on holding the
cost of living, e.g., through subsidics, than the wholesale price level as the changes
in the former are linked up with movements in wage rates and affect more directly
the prices and costs structure of a country.

In India, the measures adopted by the authoritics in 1943-44 to check the
upward spiral of prices were further extended during 1944-45. Reductions in
officially fixed prices were offected in a number of commodities and the supply
position was sought to be improved through increased imports. The Calcatta
index number of wholesale prices alter touching the peak of 353 in September
1943 gradually declined to 304 by March 1944, moving thereafter within a com-
patatively narrow range of 205 in May 1944 and 310 in March 1945 ; the average
for 1944-45 stood lower at 303 compared with 321 in the previous year. The
Economic Adviser's index number of wholcsale prices, however, averaged 244-2
in 1944-45 as against 236-5 in 1943-44 (vide Stautement II) ; the risc of 3 per cent.
during the year compares with the increase of 38 per cent. and 25 per cent. respectively
in 1943-44 and 1942-43. While the index generally maintained & rising tendency
during the first ten months of the yecar under review a fall occurred from February
1945. From 234-6 in April 1944 the index rose to 2503 in January 1945 and stood
lower at 247-8 in March 1945 as against 232-1 in March 1944. Amongst primary
commodities, though the average for Agricultural Commodities worked out lower
at 265-4 compared with 268-7 in 1943-44, the index number rose from 247-8 in
April 1944 to 275-3 in January 1945 and stood at 273-6 in March. According
to a new index issued by the Office of the Economic Adviser since February 1944
(base : week ended tho 26th August 1939=100), the wholesalc price of food comprising
eleven important articles moved within arange of 9 points between 228 in May and
237 in August 1944 and stood at 235 in March 1945. Raw materials which showed
an average increase of 11 per cent. to 206 over the 1943-44 level moved between
199-4 in April 1944 and 2116 in January 1945. The index number of Manufactured
Articles tended downwards after reaching the highest level touched during the
war at 262-5 in May 1944 and stood at 253:7 in March 1945 as against 252-3 in
March 1944. The declive in Cotton Manufactures which set in in June 1943
continned during the year under review, the average index number falling from
422 in 1943-44 to 293 in 1944-45, thus receding to the level of 1942-43. The fall
accompanied a lowering of the costs of production: the cost of stores to Indian
cotton mills (January-March 1941=100) reached & peak of about 275 by the end of
1942 but fell thercafter to about 175; the cost of raw cotton reached a peak of
about 250 in the first half of 1943 but has fallen since to about 150 ; the wage
cost steadily rose to a peak of over 230 by the cnd of 1943 falling slightly to
220 by the middle of 1944. Jute Manufucturcs (vide Statement II), the maximum
prices of which were fixed in April 1944, averaged 252 during 1944-45 as against
249 in the previous year. Cement prices after rising suddenly to 212 in April
1944 from 189 in March preceding remained at that level upto November and
averaged 208 during the last four months of the year. The Bombay cost of living
(vide Statement I) tended downwards after reaching a peak of 241 in August
1944 and stood at 217 in March 1945 ; it averaged 228 during 1944-45 compared
with 239 in 1943-44 and 168 in 1942-43. While the food articles fluctuated between
259 in August 1944 and 228 in March 1945 generally with a falling tendency, clothing
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after reaching the peak of 459 in March 1943 showed a steady decline to 295
in October 1944 and remained about that level thereafter ; fuel and lighting which
reached the record level of 300 in January 1944 also came down to 278 and 228
respectively in January and March 1945 ; in contrast to these, the miscellaneous
group underwent & rise, the index ranging between 256 in May 1944 and 238 in
February 1945 as against 237 in July 1943 and 227 in February 1944. The follow-
ing graph depicts the wartime trends in the (1) Economic Adviser's Index
Numbers of Wholesale Prices by groups of articles and (2) Bombay Cost of
Living.
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A White Paper embodying the report of the Parliamentary Select Committee
on British expenditure in India, issued in May 1945, gives an outline of the basic
allocation of defence costs as between the British and Indian Governments and
refers to terms including prices of purchases in India of military requirements of
the two Governments. According to the White Paper fair prices have on the
whole been secured by the authorities for war stores and for food bought in India.
Comparative figures in India and the United Kingdom for a wide range of stores
including textiles, general stores and munitions indicate that Indian prices were
seldom higher and were generally appreciably below the United Kingdom prices.
The bulk of military orders hoth for India and the United Kingdom were negotiated
at contract prices as against Indian commercial prices ; these “ war contract prices ”’
particularly in the case of steel, which represented 50 per cent. of the Indian Supply
Department’s expenditurec were appreciably below the British and United States
prices. Drices in respect of cloth were also appreciably below market levels, the
maximum rise in these being 100 per cent. during the first half of 1943 as against the
record increaso of over 400 per cent. for civilian supplies.

22




13. Trends in International Trade—As mentioned in earlier reports, war
severed tho principal arteries of trade and led to new alignments canalising trade
into blocs or groups more or less conditioned by military developments and
the availability of trade routes. Morcover, the restriction of the civilian
economy at the expense of war cconomic activity affected foreign trade even moro
than internal trade owing to the nced to conserve foreign exchange and available
tonnage for essential war uses. The exchange position was, howcver, eased by
lend-lease and various mutual and reciprocal aid agreements, which ensured supplies,
including essential civilian supplies, without intcrnational financial complications.
Altogether, war has severely limited the scope of international division of labour
and fostered greater self-sufficiency: in the Uniled Kingdom production of food
Lias incrcased by 70 per cent., and large new manufacturing industrics have been
set up in countrics like Canada, Australia and South Africa, though the progress
of industrialisation in backward areas has been handicapped by lack of machinery,
materials and skilled manpower.

The table on page 24 gives rocorded figures of exports and imports of
merchandise during the war in respect of the United Kingdom, tho United States,
Canada, India, New Zealand and Australia.

The upward trend of the value of trade is particularly marked in respect of Canada
and the United States, the shipments from the latter showing a phenomenal rise
from $3-1 billion in 1938 to $14-2 billion in 1944. Mauking allowance for lend-
lease shipments the United States had had, howcver, s negative balance of trade
for some time resulting in an outward movement of gold particularly to
the countries of South America. In many countries, rise in the value of foreign
trade has been accountod for mainly by inflated prices ; also the goods exchanged
internationally contained large amounts of munitions. The value of exports from
the United Kingdom in 1942 and 1943 showed declines of 42 per cent. and 51 per
cent. respectively over 1938. Excluding munitions, the decline in the two years is of
the order of 64 per cent. and 71 per cent. Export prices in the United Kingdom
increased respectively by 20 per cent., 38 per cent., 57 per cent. and 71 per cent.
in 1940, 1941, 1942 and 1943 over the 1938 level, the volume of exports including
munitions showing a fall of 70 per cent. by 1943. In India, where the rise in export
prices has been greater than in import prices, the quantum of exports declined by
nearly 50 cent. while that of imports dropped to less than half.

Special arrangements for larger imports into countries like India, China
and those of the Middle East have helped towards combating inflation. The
Canadian budget for 1914-45 has a provision for the repeal of Schedule I to the
War Exchange Conservation Act of 1940, which prohibited or restricted imports
of several goods from non-sterling countrics. Special assistance to cxport industries
and export trade has been planned for the immediate post-war period in several
countries. The Export Credit Insurance Corporation of Canada established in
August 1944 seeks to provide assistance to Canadian cxporters and to cxtend loans
to Governments of importing countries. In the United Kingdom, under the revised
lend-lease agreement of November 1944, restrictions have been relaxed with effect
from January 1945 in respect of exports of a wide range of goods such as iron,
steel and certain non-ferrous metals. Also according to an amendment of the
Export Guarantces Act of 1939 the limits of guarantees against bad debts ctc.,
to exporters are to be raised from £75 million to £200 million. In the United States,
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TABLE 5.~MERCHANDISE EXPORTS FROM AND IMPORTS INTO EMPIRE COUNTRIES AND THE UNITED STATES DURING THE WAR.

Country

Urxirep Kixopoum £

Imports (retained) (a)
orts .. .o
Excess of Importa

Urirsp STATES §
Imports (b) .
Exports {incL re-ex
Excess of Exports

Caxana §
Importa (retained)
Exports

Excess of E-x.port.u- )

£ Imona () Ra,
Imports (d)

Exports (incl. re-ex

Exceas of Exports

Nxw ZraLaxn £NZ

Imports (e) .e

Exporta
Excoss of

AvsTraLia (f) £A

Imports .. .

Exports

Import.a__(——)
Exports (+)

+

Tmporta (—)
Excces of Exports ()

1938

169

1938

839-5
439-5(a)
400-0

2,318
3,177
869
739

158

124-4

121-5

— 2-9

145
1

1940

1,126-1
411-2(a)
714-9

2,625
4,021
1,396

1,043
1,186
143

1,648
2,138
488

49-0
73:7

+ 24-7

0
487
4.7

1942

1,194-9

270-9
924-0

2,742
8,035
5,203

1,579
2,364
786

1,729
2,629
800

53:7
81-3

+ 27'6

1873
159-3
— 27-8

1043

1,864-6
232-8
1,631-8

3,372
12,714
9,342

85-1

— 23:3

2656-7
123-1

—142:6

(In Millions)
1944 1946
258-1 e
3,911*
14,240*
10,328*
1,699 .
3,440
1,741
1,191 2,010
2,100 2,271
209 261
86-7 eare
77T .
— 980 ceen
187-3(g) 153-0(g)
93-5(g) 100-3(g)

— 03-8(g) —52-7(g)

(a) Including imports or exports by Government Departments of airoraft and other vehicles (except tyres and tubes for road vehicles) and arms, ammu-
nition, and military sand naval storea. (b) Goneral imports, including merchandise enterod for immediate consumption and that enterod for storage in bonded
warchouses. () Yoar onded 31at March. (d) Excluding value of railway materials imported direct by State Railways working under company management
which are not paid for in the ordinary way. (e) Including defence materials and equipmeat, aleo lend-lease supplies. (f) Year ended 30th June. (g) REight

months : July to February.

Preliminary.



there is a proposal to raise the capital of the Export-Import Bank from $700 million
to $3,500 million. A declegation of Indian businessmen visited Australia
and Now Zealand in February 1945 with a view to promoting trade with these
countries, while another delegation has been to the United Kingdom and the United
States to contact businessmen in these countries. According toa Chinese
Government estimate, China will have to import 10 million tons of supplies for
relief and rehabilitation purposes. This will be the largest single programme
of relief to be undertaken by the UNRRA, which also estimates the needs of the
European countries in the first six months following their liberation at 46 million
tons of food, raw materials, seeds, fuel, machinery, medical supplies etc. A likely
outcome of the post-war period may be the progressive reduction in oxport surpluses
in countries such as India and those of South America and possible emergence of
import deficits as during the last war.

The proposed international monctary institutions, the Fund and the Bank,
seek to clear part of the monetary obstacles in the way of a balanced growth of
multilateral international trade, while some progress is recorded towards the
formulation of suitable commercial and commodity policies by the principal trading
countries. The various mutual aid and lend-lease agrcements concluded by the
United States emphasise the need for non-discrimination in international trade;
reduction in tariffs on imports pars passu with relaxation of discriminatory restric-
tions and preferences on trade abroad, has come to be an accepted principle with
the United States authorities. A bill has been passed by the Congress empowering
the President to reduce tariff rates by 50 per cent. below the level of January 1945
and extending for three years the Reciprocal Trade Agreements Act calculated * to
place the United States squarcly behind the principles of international co-operation.”
Mention may also be made of some of the financial and trade agreements concluded
during the year e.g., those between the United Kingdom and the countries of con-
tinental Europe such as France, Belgium and Sweden aiming at the stabilisation
of exchanges and encouraging the reciprocal cxpansion of trade. On the other
hand, the need for protection of the new industrial structures of the under-developed
countries will involve some natural limitations of the scope of the general trend
of commercial policy towards greater freedom, while the existence of large wartime
debts to be settled through bilateral channels may prove a serious impediment to
the growth of multilateral international trade. One of the most difficult problems
will be the adjustment of domestic or national price levels in different countries,
which have been subjected to varying degrees of inflation, and this will delay the
removal of direct wartime restrictions on trade. In this respect countries where the
wartime price increases have been moderato e.g., Canada and the United Kingdom will
have an advantage in competition over countries with relatively inflated price levels.

14. India’s Balance of Trade in Merchandise (Private).—The value of the
published returns of India’s foreign sea-borne trade for drawing up a balance of
payments statement for the country is impaired by the exclusion of the trade on
Defence account, which partly involves financial payments as between Governments
and by the inclusion in the trade returns of lend-lease imports and reciprocal lend-
lease exports on non-defence account which do not result in money transfers.
Movements in the recorded foreign sea-borne trade continued during the year
under review to be governed by war conditions modified by the recent policy of
the Central Government which aims at larger suppliea of consumer goods and of



essential raw materials and machinery. The rising trend in imports which set
in with November 1943 was reinforced during the year and values of monthly
imporis exceeded those in the corresponding months of 1943-44 and 1942-43 ; the
total value of imports during the year was the largest since 1930-31. Liberalisation
of the terms of import licences and increases in quotas of goods available from
supply sources like the United States and the United Kingdom with the improve-
ment in the shipping and exchange position contributed to the notable rise in
imports. With a comparatively moderate rise in exports of 8 per cent. from 203-99
crores in 1943-44 to Rs.227-07 crores as against an increase in imports of 69 per cent.
from Rs.119-05 crores to Rs.200-99 crores (vide Statement III), the balance of trade
in merchandise declined sharply to Rs.26-08 crores from the highest wartime figure
of Rs.90-94 crores in 1943-44 and carlier levels of Rs.84-61 crores in 1942-43 and
Rs.80-02 crores in 1941-42. Imports in the first half of the year were Rs.93-74
crores as agninst Rs.52-17 crores during the corresponding period of 1943-44 and
roso further to Rs.107-25 crores during the second half as compared with Rs.66-88
crores in the previous year. On the other hand exports during the first and sccond
halves of 1944-45 were practically of the same order being Rs.114-35 crores and
Rs.112-72 crores respectively, the corresponding figures for the previous year
being Rs.96-48 crores and Rs.113:51 crorcs. The average monthly imports
amounted to Rs.16-75 crores in 1944-45, Rs.9:92 crores in 1943-44¢ and Rs.9-20
crores in 1942-43, tho corresponding figures for exports being Rs.18-92 crores,
Rs.17-50 crores and Rs.16-23 crores. The total value of India's foreign trade on the
basis of the published fignres rose to a new warlime record of Rs.428-06 crores
during the year as against Rs.329-04 crores in the previous year, Rs.305-32 crores
in 1942-43 and Rs.425-74 crores in 1941-42. Tho trends noticed during the current
year are likely, unless restrained, to continue following tho authorities’ efforts to
stabilisc India’s economy and the institution in March 1945 of the Open General
Licence for importation of several classes of consumer goods and arrangements
for larger imports of consumer goods and essentisl raw materials; imports of
consumer and capital goods into India are also likely to expand with the gradual
conversion of a portion of the industrial capacity of the United Kingdom, the
United States and Canada from wartime to peacetime requirements.

On the basis of availablo figures, an analysis of the foreign sca-borne trade
of India as regards its direction and composition for the ycar ended December
1944 is given in paragraphs 15 to 17. The favourable balance of trade was further
reduced to Rs.50-65 crores in 1944 as compared with Rs.86-17 crores in 1943 and
Rs.101-40 crores in 1942 mainly as a result of a rclatively larger increase in imports.
While imports showed a substantial increase to Rs.180-88 crores in 1944 from
Rs.110-74 crores in 1943, the rise in exports (including re-exports) was relatively
small, the figures for 1944, 1943 and 1942 being Rs.231-53 crores, Rs.196:91 crores
and Rs.214-93 crores respectively. Re-exports in 1944 stood at Ra.12-68 crores
compared with Rs.10-60 crores in 1943 and Rs.9-18 crores in 1942.

15. Direction of Trade (Excluding Re-exports).—The table on page 27 shows
the more important changes in the direction of India's trade and the balance of
trade with important countrics and groups for the three years 1942 to 1944 and
compares them with the pre-war position in 1938.

During 1944, India’s favourable trade balances were considerably reduced,
particularly with countries outside the Empire. Amongst the Empire countries
imports from the United Kingdom rose by Rs.14:11 crores from Rs.24-49
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1. British Empire
1. Utited Kingdom
Percentage

Burma
Ceylon ..
Australia
Canada. . ..
South Africa ..
. Other countries.
Total British
Empire .. .
Percentage to Tola
Trade .. .

Noomwe

IL. Foreign Countries
1. Thnited States..
Percentage

Japan ..

Egypt ..

Iran .. ..

Other Foreign
Countries

G eto

Total Foreign
Countries ..

Total Trade

1938

Exports  Balance

TABLE 6. DIRECTION OF INDIA'S SEA-BORNE TRADE.

Imports (excluding (exel. re- Imports

11,41
7-4
15,58
2,60
3,41

32,5¢

63,64
15342

re-oxports) exports)

53,14
34-1
10,13
5,06
2,95
2,04

1,41
8,48

85,21

52-7

13,43
83
14,53
1,31
66

46,56

76,48
1,61,69

+ 7,02

+ 2,02

~— 1,06
— 2,75
+ 14,01

+ 10,84
+ 87

33,860
29-8
6,08
4,27
3,66
6,38
1,71
13,84

69,63

61.3

20,45
18-0
4
3,88
14,61

5,21

44,07
1,13,76

1942

Exports
(excluding
ro-oxports)

63,29
30-8
65
12,70
16,30
3,64

9,60
24,46

1,30,54

63.5

33,88
16-5
5,27
4,23
31,72

75,08
2,05,62

1943
Balance Exports
(cxcl. re- Imports (excluding
exports) re-exports)
+29,43 24,49 54,42
22-1 292
— 5,41 11 ..
= 8,43 3,70 15,31
+12,74 4,70 14,28
— 2,74 2,02 5,07
- 7,79 2,87 10,35
+10,62 13,72 24,81
+80,88 52,61  1,24,2¢
47-4 66-7
+ 13,41 17,70 32,82
16-0 17-8
— 4 .. .
+ 1,41 14,42 1,80
— 10,28 22,30 1,38
+ 24.51 3,71 25,08
+ 31,01 58,33 62,08
+ 91,87 1,10,84 1,86,32

Balance

exports)

+15,12

—12,52
—2l12

+22,27

+ 3,73
+ 7548

38,60
21-3
12
3,50
8,09
3,02
2,67
17,92

73,92

4£0-9

39,14
21-6
13,59
47,67

8,63

1,08,98
1,80,80

{In lakhs of rupees)

1944

Exports Balance
{excl. rc- Imports (excluding (excl. re-
re-exports) exports)

65,66
30-0
18,23
13,68
5,65

12,67
25,01

1,40,90

64-4

48,20
220
4,35
3,09
22,30

71,94
2184

+27,06

— 12
+14,73
= 5,69
+ 2,63
+ 10,00
+ 7.09

+ 66,98

+ 9,08

— 924
— 448
+15,62

—20,04
+37,94



crores in 1943 to Rs.38-60 crores in 1944 as against an increase of Rs.11-24 crores
in exports of Indian merchandise, rcsulting in a decline of the favourable balance
from Rs.29-93 crores to Rs.27:06 crores. Likewise, India’s trade balance with
Australia declined from Rs.9-58 crores to Ra.5-59 crores exclusively due to the
increase in imports from that country, exports showing a slight decline. The
wartimo trend of increasing exports to Ceylon and South Africa was maintained
resulting in a rise in the trade balance respectively to Rs.14-73 crores and Rs.10
crores as against Rs.11-61 crores and Rs.7-48 crores in 1943. While imports from
Empire countries increased by 41 per cent. from Rs.52-51 crores in 1943 to Rs.73-92
crorcs in 1944 exports showed a smaller relative increase of 13 per cent. from
Rs.124-24 crores to Rs.140-90 crores. During 1944 imports from and exports to
Empire countrics respectively accounted for 40:9 per cent. and 64-4 per cent.
of the total as against 47-4 per cent. and 66-7 per cent. in the previous year, the
corresponding figures for 1938 being 57-3 per cent. and 52-7 per cent. ; the Empiro’s
share of India’s total trade stood at 54 per cent. as agsinst B9 per cent. in 1943
and 55 per cent. in 1938.

While India’s favourable balance of Rs.71-73 crores in respect of the Empire
countries was slightly reduced to Rs.66-98 crores in 1944 India's export surplus
of Rs.3:75 crores in respect of the non-empire or forcign countries was turned into
an import balance of Rs.29:04 crores. Imports from foreign countrics rose
by 83 per cent, from Rs.58-33 crores in 1943 to Rs.106-98 crores in 1944 a8 against
an increase of 26 per cent. in exports of Indian merchandise from Rs.62-08 crores
to Rs.77-94 crores. Imports from the United States more than doubled, rising
from Rs.17-70 crores in 1943 to Rs.39:14 crores in 1944, while exports went up
from Rs.32-82 crores to Rs.48-20 crores, the favourable balance of trade declining
from Rs.15-12 crores in 1943 to Rs.9-06 crores in 1944. The largest increase in
imports from any country was in respect of Iran, tho value of shipments from which
roso from Rs.22-50 crores in 1943 to Rs.47-57 crores in 1944 as against an increase
of Re.1-71 crores in India’s exports to that country from Rs.1-38 croxes to Rs.3-09
crores thus further raising the import deficit to Rs.44-48 crores in 1944 compared
with Rs.21-12 crores in 1943 and Rs.10-28 crores in 1942. In the case of Kgypt,
however, the negativo balance of trade declined from Rs.12:52 crores to Rs.9-24
crores in 1944 mainly as a result of larger exports of Indian merchandise to that
country.

Developments in trade during the war disclose some striking features in regard
to its direction.  Of the Empire countries, while the total value of India’s trade
with the United Kingdom in 1944 stood at about the same level as in 1938 (Rs.103
crores) that with Ceylon, Australia, South Africa and Canada showed a marked
cxpansion during the period. The total value of trade between India and South
Africa rosc nine-fold from Rs.1-68 crores to Rs.15-34 crores while that between this
country and Australia rose more than four-fold from Rs.4-99 crores to Rs.21-77 crores
between 1938 and 1944. The growth in the trade with Ceylon has been equally
rhared between imports and exports, the total value rising from Rs.6-15 crores
to Rs.21-73 crores. There has been more than a three-fold increase in the trade
with Canada from Rs.2- 74 crores to Rs.8-67 crorcs. Amongst the non-empire coun-
tries, noticeable increases have taken place in respect of the United Btates, Iran and
Egypt ; the total value of the trade with the United States rose more than three-
fold from Rs.24-84 crores to Rs.87-34 crores, with Iran more than twelve-fold
from Rs.4-07 crores to Rs.50-66 crores and with Egypt more than four-fold from
Rs.3-91 crores to Rs.17-94 crores.
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16. Composition of Trade—The following table gives the composition of
India’s imports and cxports (including re-exports) according to the main commodity
groups during tho years 1942 to 1944. Although the exclusion of trade on Govern-
mont account detracts from the value of these figures, they scrve as a comparative

guide to the distribution of trade over the constituent categories during the period
under review.

1938 1942 1043 1044
Ras, Percent- Ra. Percent- Rs. DPercent- Rs. Percend-
orores age crores age orores age croros age
IMPORTS
Food . .. 20-70 13-5 10-89 -6 7-00 6:3 16-21 9-0

Raw Materials .. 36-62 23-9 43-39 38-2 61-80 65-8 104-86 58:0
Manufaotured

Articles .. .. 93:81 61-0 57-82 50-8 40-53 36:6 57-64 3I-9
EXPORTS (Includmg To- oxportn)
Food .. .. 3986 235 50-49  23-5 4360 22-3 51-90  22-5

Raw Matoriala .. 74:70 443 6342 24-9 49-46 25-1 57:19 24-7
Manufactured

Artioles ., .. 61-34 30-5 107-74 50-1 101-39  61-5 119-33 . 61-§

The most pronounced increase in imports occurred under raw materials
and food ; the percentage share of raw materials to total imports being 58-0, 55-8
and 38-2 during the last three yoars. The proportion of manufactured goods
to total imports showed a continuous decline from 61-0 per cent. in the pre-war
year to 31-9 per cont. in 1944, As regards exports, the variation in their value
during the last two years was more or less uniformly distributed over the three
groups, their relative proportions remaining almost unaltered, after the initial
rise in the importance of manufactured articles and decline in that of raw matcrials
during the first three years of war.

17. Imports and Exports.—The table below shows changes in the value of
important commodities entering into tho foreign sea-borne trade of India during
1942-44 and comparcs them with the pre-war year 1938.

TABLE 7. INDIA'S IMPORTS AND EXPORTS OF CERTAIN COMMODITY GROUPS.

{In lakhs of rupees)
Increase () or
1038 1942 1943 1944 decrease (—)
over 1943
IMTORTS

Grain, pulso and flour .. . 10,83 2,72 1 6,03 4 6,92
Qils—vegetable, mineral and

animal .. o .e 16,28 23,77 31,%0 71,09 + 39,19
Cotton, raw and wusto .o e 11,07 11,17 19,03 22,14 + 2,21
Wool, taw .. . 72 2,53 4,19 2,47 - 1,72
Chctmcals, drugs and mcdlcmca . 5,73 7,23 5,60 10,35 4+ 4,75
Dyecs and colours .. . .- 3,79 5,92 7,30 7.4 -t 64
Machinory . . 19,81 11,54 10,23 14,83 + 4,60
Cotton yarns ; and mannfactures - 14,61 2,06 1,00 1,62 + 43

EXTORTS (Includ.mg re- cxports)

Grain, pulse and flour .. .e 8,16 8,48 70 - 2,61
Tes .. e . o 23,47 31,62 33 44 40,85 + 17,21
Oxls—veget.nble, mineral and

animal .. . . - 1,08 1,73 76 1,24 + 48
Socds . .. . . 15,04 10,38 10,26 11,25 + 99
Cotton, raw and waste .. .. 23,93 1,74 6,29 9,01 + 2,72
Jute .. .. 12,24 10,13 7,37 1,96 + 58
Hides and skms, mw. ta.nned

or dressed and leather .. 11,68 11,45 13,85 14,04 + 19
Metals . 3,66 2,02 1,86 3,47 <+ 1,82
Cotton yarns n.nd mnufachu’ea 8,03 49,67 42,01 40,80 — 2,11
Jute manufactures .. .. 26,18 42,20 44,43 60,59 + 18,18
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HI. BULLION

18.  Production and Stocks of Gold.—The main trends in the world production
and distribution of gold noticed in 1943 continued during 1944. The production
of gold which had heen rising, particularly sinco 1934 partly as a rcsult of the rise
in its dollar value from $20-67 to $35 an ounce in February 1934, reached the peak
of 41 million ounces in 1940 and stood at 40 million ounces in 1941 ; during the seven
yoars 1934 to 1940, production had expanded by about 50 per cent. There has been
a continuous decline in production during the three years ended 1944 owing
mainly to the nced to divert manpower and equipment from gold mines to the
more pressing roquirements of the war. The total world output as shown in the
table below declined by 10 per cent. in 1942, 17 per cent. in 1943 and 7 per cent.
in 1944,

TABLE 8, PRODUCTION OF GOLD.

(In thousands of ounce:)

1939 1940 1941 1042 1043 1944
[. DBritisu Emrirg . 22,471 24,053 24,200 22,550 19,150 17,657
{a) Union of 8, Alrica .. 12,822 14,047 14,386 14,121 12,800 12,343
(#) Canada . .. 6,004 5,311 5,345 4,841 3,850 2,943
(¢) Australin e .o 1,644 1,644 1,603 1,164 750 bl
(@) Now Zeoland . 179 186 186 180 130 ()
(e} India . . a1 289 286 260 2532 188
II. UNITED STATES .. . 4,621 4,863 4,832 3,618 1,350 1,000
III, ALL COUNTRIES .. . 39,038 40,810 40,100*  3b,500*  29,600*  27,400*

* Tho production figures of the U.S.B8.RR. and certuin enemy countrios have not boen available since
1940 and their production in subsequent years has been cstimated on 1940 figures, (a) Not available,

As will be seen from the above table, production in 1944 was lower than the record
output of 1940 by about 32 per cent., the largest decline occurring in the United
States where the output fell to as low a level as 20 per cent. of 1940. Production
in South Africa showed a relatively small decline of about 14 por cent. compared
with the country’s record output in 1941. The estimated production of gold in
India in 1944 amounted to 187,918 ounces valued at Rs.3,54,12,357 as compured
with 252,228 ounces of the value of Rs.5,08,45,266 in the previous year. The total
production of gold in India during the ten years ended 1914 amounted to 2,905,000
ounces or one per cent. of the total world production (excluding U.S.8.R.) of
316,427,000 ounces during the same period.

The last three years have witnessed a redistribution of the monctary stocks
of gold following a reversal of the earlier trend towards a continuced inflow of the metal
into the United States, particularly betwcen 1934 and 1941. The stock of gold in
the United States with the Federal Reserve Banks and the Government increased
from $6:8 billion (at $35 an ounce) in January 1934 to $22-8 billion in October
1941 or by 235 per cent. After lend-lease went into operation in March 1941 the
accounis of American exports were mainly scttled by book cntries; the balance
of the United Statcs’ international trade outsido lend-lease became adverse in 1942
and considerable payments in gold were made to foreign countries including Latin
America. Gold was also released to countries of the Middle East, China and India
with a view to meeting the expenses of the United States forces stationed in these
countries and assisting in countering inflationary tendencies there. Besides, certain
foreign countries were allowed by the United States authorities to convert their
dollar holdings into gold. As a consequence of these developruents, stocks of gold
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in the United States declined by $788 million to $21,938 million at the end of 1943
and by $1,319 million to $20,619 million at the cnd of 1944, It is estimated that
of the gold losses in 1944, about two-thirds were accounted for by exports while the
balance represented an increase in the earmarked gold in the United States. Ear-
marked gold held by the Federal Rescrve Banks increased from $2,673-8 million
at the end of 1942 to $3,477-4 million at the end of 1943 and to $3,937:2 million
at the end of 1944. Unlike in previous years the entire output of newly mined gold
in 1943 and 1944 was retained outside the United States, which during most of the
pre-war years had absorbed considerable quantitics of gold in addition to the current
output. The tablc on page 32 gives an idea of the measure of re-distribution of the
world’s stocks of gold brought about by the war, and compares the position in 1944
with 1938, 1929 and 1913. Among the countries which have added to their stocks of
gold are Switzerland, South Africa, the Latin American group, Egypt and Turkey.
According to an estimate published in the November 1944 issuc of the Iederal
Reserve Bulletin, world central gold reserves at the end of September 1944 totalled
$35,210 million of which the United States held $20,825 million or about 59 per cent.

19.  Price of gold.—The table below shows the highest, lowest and average
prices of gold in Bombay for each of the seven years 1938-39 to 1944-45. The price
of gold in New York has remained unchanged at $35 per fine ounce since February
1934 and in London has continued without alteration at 168sk. (with sovereigns
at 39sh. 3d.) during the last five years.

Year Spot Settlement
Highest Lowest Average Ilighest Lowest Averags

Rs. a. p. Ra a p. Ra a p. Ra. a p. Rs a. p. Rs. a p.

1938-39 .. .. 3710 6 3412 3 3510 3 3710 6 3412 0 36 4 3
103040 .. .. 43 8 0 36 9 0 3913 11 41 8 O 36 9 0 3914 6
104041 .. .. 48 8§ 0 40 2 6 42 6 0 48 8 0 40 2 6 42 8 3
104142 .. .. b112 O 41 9 6 4 711 5612 0 41 10 0 44 9 10
1942-43 .. .. 7200 4412 0 6710 10 7115 0 45 0 O G6 14 5
1043-44 .. .. %6 4 0 65 4 0 7611 6 9 0 0 8210 0 7810 9
1944.45 .. .. %12 0 61 2 0 1 7 4 7712 0 60 8 0 71 2 4

The bullion market in India continued to be relatively free though segregated from
the rest of the world. With a world shortage in the supplics of the precious mctals
resulting from reduced production and dislocation of communications, many of the
so-called free markets have been dominated by speculators,e.g., in Syria, China and to
an extent in India.

Statement V shows the highest, lowest and average prices of gold, both spot
and forward, and of sovereigns as well as the estimated average stocks of gold in the
Bombay market for each month of the year under review; trends in the
spot prices ol gold and silver during the ycars 1926-27 to 194445 are
shown in Statement IV; Statement VI shows the weekly movements of
prices, spot as well as forward and stocks in the Bombay bullion market
during the year of both gold and silver. The graph on page 33 shows the war-
time trends in spot prices of gold and silver. During 1944-45, the main
factors governing the technical position in the Bombay bullion market were more
or less the same as in the previous year. A sustained demand by the public, owing
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United States

United Kingdom ..

Franoce
Switzerland
& India
South Africa
Argontine ..
Belgium
Brazil
Mexico
Netherlands
Rumania
Sweden ..
Turkey ..

TABLE 9. MONETARY STOCKS OF GOLD IN CERTAIN COUNTRIES.

1913

Quantity  Value
62-4 1,200
8-0 165
32-8 679
1-6 33
8:0 124
1-7 34
12-4 256
2-3 43
4-3 20
3-0 61
1-4 29
1-3 27

1929

Quantity  Value
188-7 3,900
34-3 710
79-0 1,633
5-8 115
6-2 128
1-8 37
21-0 434
79 163
7-3 150
03 T
8:7 181
2.7 55
32 )

1938

Quantity

414:6
76-9
69-4
20-0

7-8
6-3
12-3
16-6
09
0-8
28-5
3-8
9-2
0-8

Yalue

14,512
2,690
2,430

701
274
220

1942
Quantity  Value
649.3 22,726
.o 1
97.1 2,000
23.5 824
7.8 274
18.1 634
18.8* 658+
21.0 735
3.3 115
1.1 39
14.5 506
6.9 241
9.6 335
3.3 114

{Quantity in million ounces)
(Value in million dollars)

1843
Quantity  Value
626.8 21,938
1
67-1 2,000
27-5 964
7-8 274
20-2 ' 708
26-8* 930
21-0 734
7-3 254
5-8 203
14-3 500
9-0 316
11-1 387
4-8 1681

1944

Quantity yalue

5891 20,619

1
50-8 1,777
30-1 1,052
7-8 274
23-3 814
11-7+ 409*
20-9 732
(Jan.’45) (Jan.’43)
9-4 329
8-3 222
14-3 500
{Oct.) {Oct.)
10:3 369
(June) {June)
13.2 463
6-3 212
(Nov.) (Nov.)

* Includes in addition to gold of the Central Bank held at home, gold of the Central Bank held abroad and gold belonging to the Argentine Stabilization Fuad.



to idle funds secking investment in precious metals as a hedge against inflation
and to the attraction of gold as a medium of storage for black market or other illicit
earnings (for evasion of taxation or avoidance of detection), paucity of supplies and
exploitation of the situation by speculators, were the usual wartime features which
continued to characterisec the market. Tho situation was relieved to an extent by
continued official offerings of the metal and by the favourable progress of tho war as
a result of which the upward trend in prices noticed earlier in the year was checked.
The undertone, however, continued to be markedly steady almost throughout the
year and, following continucd manipulations by bull interests, quotations tended
to firm up during the closing months of the year.

PRICES OF GOLD AND SILVER
Index Nox. Base June to Aug. 193910
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The price of gold, ready, in Bombay attained its highest level during the year
at Rs.76-12-0 on the 24th April 1944, after which the market displayed a weak
tendency as a result of a shrinkage in the upcountry demand and continued offerings
by the Bank which included sales of small five tola bars. The small bars were offered
at the counter of the Bank’s offices as well as in places such as Agra, Benares, Banga-
lore, Coimbatore, Patna, Poona, Vizianagram and Raipur. Prices tended to sag
after the middle of May, and in June the quotation was marked down in sympathy
with silver, During the subsequent two months, i.c., in July and August a partial
recovery was in evidence mainly owing to a renowal of demand in the face of shortage
of stocks. The price for ready gold which had declined to Rs.72-1-0 on the 23rd
Juno rose to Rs.75-12-0 on the 8th July and averaged Rs.75-4-11 for the month of
August, being the highcst monthly average for the year. A reaction sct in thereafter
as a result of heavy liquidation induced by tho continued Allied successes and
cxpoctations of an early peace. The quotation touched Rs.63 on the 21st Septem-
ber. The bearish trend continued in October and with the resumption of official
sales on the 24th of that month, the quotation sank to Rs.61-2-0 on the 26th, being
the lowest for the year. Following the lead of silver, a steady tone characterised

33




the movement in gold rates from the middlo of November, and the trend remained
generally upward in December, the quotation rising to Rs.76-5-0 on the 2nd January
1945. A reversal of trend followed and ready gold dropped to Rs.G4-8-0 on the
30th of tho month following renewed peace reports. A good demand for the metal
doveloped, however, and a distinctly firm trend was in evidence in February accom-
panied by the cornering by bulls of a large part of the available market stock in
spite of very encouraging war news, and the price touched the high level of Rs.75-4-0
by the 7th March, closing at Rs.72-5-0 on the 31st as compared with Rs.73-12-0
in the previous year. )

The official offerings by tender continued to be made during the greater part
of the year at rates varying from Rs.80 on the 7th April 1944 to Rs.6l on the
3rd November 1944. They were temporarily suspendod on the 23rd May but were
resumed on the 11th July and continued upto tho 6th September 1944. Excecpt
on the 3rd October there were no sales till the 24th of that month after which the
offerings were maintained for the rest of the year. Official sales of small bars which
werc made in February 1944 at various upcountry centres and on the 29th March
at Bombay, continued upto the 5th May ; no such offerings were made during the
remainder of the year except on the 3rd August.

With a view to proventing possible smuggling of gold across the borders of
Assam t{o China and Burma, the Government of Assam issued, under sub-rule (2)
of Rule 81 of the Defence of India Rules, an order called the Assam Acquisition,
Keeping and Disposal of Gold Ordor, 1945 under which no person can acquire,
keep or dispose of gold in excess of five tolas (1-§ fine ouncos) oxcept under a licence
issucd by the Licensing Authority. The order which came into force on tho 1st
February 1945 applicd in the first instance to the Lakhimpur District of the Proviuce.

20. Assaying and Refining of Gold.—During tho year under review, the Bom-
bay and Calcutta mints received from the public, 343,801 tolas and 10,105 tolas
respectively for melting and assaying as against 1,148,117 tolas and 51,916 tolas in
1943-44. The Bombay mint received 642,788 tolas of raw gold for refining as
against 941,673 tolas in the provious year.

21. Production and Stocks of Silver—The history of silver during tho last de-
cade bears a marked parallel to that of gold ; the output and movements of the white
metal wore increasingly dominated by the acquisition programme under the United
Btates Silver Purchaso Act of 1934 according to which one-fourth of the total mone-
tary value of gold and silver stocks was to be in silver. While tho domestic
production was purchased at a specially favourable price by tho United States
Treasury, the country’s stocks of the metal progressively increased till they reached
3,343 million ounces in 1942. Between 1934 and 1940 China, usually a buyer,
lost large quantitics of silver to the United States estimated at about 1,200 million
ounces ; India which had always been & major consumer of the metal could import
on an average only 20 million ounces per year under the stress of the World Trade
Depression during the thirtics as against 97 million ounces during the quinquennium
ended 1930-31, while tho Government of India had been a consistent scller sinco
1927, Wartime trends in the stocks of silver, particularly after America’s entry
into the war, have been very similar to those in respect of gold. 'The United States
stocks of silver declined by 340 million ounces during the two years 1943 and 1944
at the end of which they stood at 3,003 million ounces. A considerable and wide-
spread demeand [or silver for coinage has sprung up during the war, while direct

k23




demands of the metal for use in war industrics have beenheavy. Tomect these wartime
contingencies the United Stutes Treasury under the operation of the Green Act of
July 1943 has lend-leased large amounts of silver to domestic industries and to foreign
countries such as the United Kingdom, Australia and India. The metal sold to the
United States war industry has been subject to the limiting factor that the amount
of silver under the ownership and control of the Treasury within the United States
should at no time full below the face value of the outstanding silver certificates,
which stood at $1,802 million at the end of 1944. The total releascs of the United
States Government have been placed at 2656 million ounces during 1944 as against
91 million ounces in 1943. Of theso, lend-lease and sales to industry accounted for
203 million ounces and 44 million ounces respectively during 1944, the corresponding
figures {or 1943 being 41 million ounces and 21 million ounces. The Green Act was
renewed for a further period of one year on the 20th December 1944, During 1944
less than 200,000 ounces of the United Statcs production were reported to have
been acquired by the Treasury Department under the Domestic Silver Purchase
Act of 1939, while the rcst of the newly mined metal was bought by industry for
limited civilian uses as permitted by the War Production Board.

The production of silver, which had declined during the years of Depression
from 261 million ounces in 1929 to 164 million ounces in 1932 registered a steady
increase thereafter upto 1940 when at 277 million ounces it rose above the level of
1929. During tho war the output has been on & downward grade having becn
placed at 266 million ounces in 1941 ; 237 million ounces in 1942 ; 210 million ounces
in 1943 ; and 191 million ounces in 1944. During the period 1941-1944 production
in Mcmco the largest single producer fell by 20 per cent. to 63 million ounces,
in the United States by about 50 per cent. to 35 million ounces and in Canada by
34 per cent. to 15 million ounces. Consumption in srts and industries in the United
States attained a new record level in 1944 at 125 million ounces as against 120 million
ounces (revised) in 1943. Of these 125 million ounces, war and other essential
requirements amounted to approximately 65 per cent. The production of silver in
Indin in 1944 is placed at 16,285 ounces valued at Rs, 47,902 as compared with 18,611
ounces valued at Rs, 58,528 in the preceding ycar.

22.  Price of Silver.—In the table below are given the highest, lowest and average

prices of silver in Bombay, London and New York during the seven years 1938-39
to 1944-45.

Spot Scttlemont
Highost Lowecat Averago Highest Lowest Averago

Your Rs. a. po Ra a, p DRs a. p. Rs a.pp Rs a p. Rs a p.
1038-.39 .. .. 631 ¢ 48 2 0 6111 3 6215 6 48 2 0 5014 8
193940 .. .. 66 4 0 4 7 6 66 4 9 7 0 0 43 13 ¢ 66 6 &
104041 ., .. 8413 0 0410 0 062 B O O 2 0 5413 0 62 0 &
14142 .. .. 97 6 0 6112 6 06611 4 91 6 0 6112 G 65 0 O
194243 .. .. 116 8 0 7% 4 0 4 2 G J1214 O 72 4 0 80 4 6
194344 .. .. 141 8 0 101 8 ¢ 120 711 137 0 © U8 4 0 120 2 5
1944.45 .. o 143 ¢ 0 11310 0 12310 9 I41 4 0 112 0 127 2 7

36




Highest Lowest Average Righest Lowest Average

Year
d d. 4. Cents Centa Conta
103830 .. .. 2} 185 19% 421 423 421
103940 .. .. 23} 184 204 423 342 374
1040-2 .. .. 23} 20} 228 354 343 34}
194142 .. .. 23} 234 23% 36} 241 34§
194243 .. .. 23} 23% 234 443 35} 40}
194344 .. .. 23} 234 233 442 443 443
o grbel (B By o4 ow o«

* Pcr fino ounce.

Statement VII shows the highest, loweat and average prices of silver in Bombay,
London and New York and the stocks in Bombay for each month during 1944-45.
The London silver market continued to be featureless except for a formal change in
the basis of the price from 233d. por standard ounce troy - 925 fine to 25}d. per fine
ounco -999 fine effective from the 2nd January 1945. Though the exact rise in the
quotation demanded by the change would have been to 25-380d. the price was fixed
to the nearest half penny at 253d. The London market has been actually dealing
in fine silver, while all lend-lease silver received from the United States of America
18 also -999 fine. Apart from the need to bring the practioce in the London market
into conformity with international usage, a justification for the change has been
the reduction undoer the Coinage Act of 1920 in the silver contont of British coins
which before that date were -925 fine (viz., standard). Substantial quantities of
silver were imported on Government account under lend-lease from the United States,
while the industrisl consumption of silver placed between 14 million and 18
million ounces for 1944 was entirely restricted to war purposes. In the United
States tho Treasury’s purchasing price for newly-mincd domestic silver remained
unchanged at 71:11 cents per fine ounce, at which rate silver is rcloasod under the
Green Act. The price for foreign silver also remained unchanged at 45 cents per
fine ounce with the New York official market price for such silver at 443 cents.
Imports of foreign silver in 1944 showed a declinc as compared with 1943.

Silver dominated the Bombay bullion market during the greater part of the
year, mainly because it offered a comparativcly larger scope for manceuvring by
speculators as a result of the unsatisfied wartime demand for the metal. The rising
trend in the ready price of silver noticed at the end of 1943-44 continued during tho
greater part of April 1944 and the quotation reached Rs.143-4-0 on the 24th, being
the highest recorded. An casicr feeling prevailed from the middle of May till about
the end of June, the downward trend being intensified by reports of release to India
of lend-lcase silver by the United States and the Allied landing on the coast of
Normandy. The market, however, continued to be manipulated by bull interests
and owing to the scarcity of supplies, the price which had declined to Rs.126
on the 20th June firmed up to Ks. 139-8-0 by the 26th July. The carry-over or
budla charges during this period registered a sharp incrcase from about Rs.1-4-0
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to Rs.4. The tussle between the bears and the bulls which emerged as a marked
fenture of the year camo to a head over the practice of permitting the carry-over
of unfulfilled contracts and led to the institution of logal proccedings in
August 1944 by some of the dealers and the closing of the market for settlement
busincss for some time. The resumption of official salcs on the 8th August (after
they were closed on the 14th October 1942) coupled with the news of Allied victoriea
in France, Belgium and in the Balkans had a restraining effect on bullish fervour.
In the course of the downward trend that followed, ready silver dropped to
Rs.113-10-0 on the 7th November 1944, The acutenoss of the supply position
coupled with the emergence of the usual seasonal demand, however, steadily forced
up the quotation thereafter, despite official sales which were readily absorbed by
speculative interests, to Rs.135 on the 22nd December. During January 1945
the market evinced an uncertain tone fluctuating erratically and towards the end
the price sagged to Rs.119-7-0 on the 31at. Prices recovored soon after and touched
Rs. 129-10-0 on the 22nd February and Rs.131-12-0 on the 5th March, closing for
the year with Rs. 128-9-0 on the 31st a8 against Rs.134 in the previous year.

Official offerings of silver were made during the period 8th August to 18th
Scptember 1944 ; they were resumed on the 20th October and continued till the end
of the year. The sales were made by tenders and the rate of accepted tenders
varied betwcen Re.134-8-0 on the 25th August and Rs.113-4-0 on the 10th
November.

23. Assaying and Refining of Silver.—The Calcutta mint received no silver for
purposes of melting and assaying during the year as ugainst 255,807 tolas in 1943-44.
The receipts by the Bombay mint werc lower at 378,021 tolas as compared with
1,407,968 tolas in 1943-44. The quantity of silver received for refining during
1944-456 at the Bombay mint declined to 4,310,278 tolas from 10,834,938 tolas in
the previous year.

IV. FOREIGN EXCHANGE AND EXCHANGE CONTROL

24. Purchases of Sterling and Remittances.—Statement VIII shows the net
purchases of sterling by the Reserve Bank month by month during 1944-45. With
a fall in the favourable balance of trade resulting from an increase in imports during
the year, the net purchases* of sterling by tho Reserve Bank of India showed a
decline to £91-8 million from the previous year’s record figure of £105-3 million.
The monthly net purchases during the first quarter of the year were on a moderate
scale and averaged £6-8 million. The purchases during the first half of the year
at £50-1 million wero, however, larger than in the second half at £41-7 million, the
highest monthly acquisition being £12-4 million in July 1944, Unlike those in
preceding years the monthly net purchases in the last quarter of 1944-45 were
smaller than in previous quarters owing to larger sales by the Bank and were the
lowest in February 1945 at £3-6 million. The rate of purchase continued to be
1s. 6d. at which level it has remained unchanged since January 1940. The total
net amount of sterling purchases by the Bank from the lst September 1939 to the
end of 1944-45 aggregated £483-9 million. During the year the Bank sold sterling
amounting to £14,457,633 as compared with £3,312,683 in 1943-44.

¢ Purchases of eterling represent deliveries during the period under both ready and forward
contracts,
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Broadly, the net accrotion of sterling assels during the war has resulted from
(1) the favonrable balance of payments on private account, and (2) the expenditure
incurred in India on account of other Allied Governments and recoverable from the
British Government ; and the disposual of sterling assots is indicated by the amounts
utilised for the repatriation of debt, the other sterling commitments of the Secretary
of State and the additions to the sterling balances with the Reserve Bank, as in the
following tablo.

TABLE 10. ACQUISITION AND DISPOSAL OF STERLING
(In crores of rupeos).

Sopt. 1939 "~ 8cpt. 1939
Sources to March  1040-41 104142 1942.43 1943.44 1044456 to March
1940 1945

1. Sterling asscts held by
the Roserve Hank at
end of the provious
period .. o “ [ 142 144 284 hll 945 64

2. Sterling  purchased by
the Reserve Bank ., 88 74 a8 122 140 122 644

3. Sterling  paymonts by
His Mnjoaty 4 Guvern-
mont .. 16 43 201 310 365 357 1,292

Total umounl of sterling
available for dupon —_ _— _ —_— J— —_— —_—
and disposed . - 166 261 443 716 1,016 1,424 2,000

[E— - _—— S —_— —_— [ES—

DiyPoSAL

4. Sterling winounts utilised

for ropatriation
schemos e . 22 89 110 160 14 14* 411

5. Othor wsterling comunit-
ments (derived figure) . . 2 28 49 45 65 47 2926

6. Storling holdings of the
Roscrve Bank st end o£
tho period o 142 144 284 Gll 945 1,363 1,363

7. Total Net Sterling Ac-

quisitions  since  the

beginning of war to

thu end of each period

oxcludipg the ordinury

annual liability in

respect  of ¢ Other

aterling commitwents,’

(24-3—0, progressive) 100 191 441 828 1,278 1,710 1,710
* InolUdea Rs. 13 53 orores bemg the a.mount pu.ul on purchnse of M. & S. M., 8. I, a,ud B N
Railways,

Payments in sterling amounting to £267 million (Rs.356 crores) were received from
His Majesty’s Govermnent during 1944-4% as against £274 million (Rs.365 crores)
in 1943-44 and £233 million (Rs.311 crores) in 1942-43. The sales of gold on oflicial
account as a means of meeting a part of the Allied wur expenditure in the country
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restrained the rise in the accumulations of sterling with the Bank. It may be
expected that with a diversion of some of the demands made on India to other
sources of supply and an increase in compensatory imports, the rate of accrual would
be further slowed down in fulure. The total sterling holdings of the Bank at the
end of March 1945 stood at £1,022 million or Rs.1,363 crores as against £709 million
or Rs.945 crores at the end of March 1944 and £48 million or Rs.64 crores at the end
of August 1939. ° Other sterling commitments ’ is a derived figuro, being the total
sterling receipts minus sterling holdings of the Bank and the sterling amounts utilised
for repatriation schemes. The figure in recent years has comprised such items as
transfers to the Secretary of Statc and the High Commissioner for Indis and Burma
on account of home charges cte. and remittances to meet the cost of overseas purchases
on Government account.

25. Ezchange.—In the sterling exchange market banks’ quotations to the
public for ready T.T. remained unchanged throughout the year at 15.5 31/324, selling
and 1s.6 1/32d. buying. Owing to the improvement in the air mail service between
India and the United Kingdom, bunks found it possible to reduce their baying rate
for demand drafts from 1s.6 5/32d. to 15.6 1/84. in August 1944 and by a further
one-thirty-second to 18.6 3/32d. in February 1945. Corresponding reductions wore also
made in the buying rates for usance bills. A featurc of the inter-bank market was
the shortage of sterling for ready delivery which first became apparent about July
and which increased to such an extent that by the ond of the year it was difficult to
find any sellers of ready sterling even at rates bolow 1s.5 63/64d. This shortage was
not the result of the value of imports cxceeding exports, although the former showod
u greater proportionate increase than the latier compared with the previous year,
but to the unbalanced position of the exchange market due to the public demand
being almost entirely for ready sterling, while the main supply was for forward
delivery. The reason for this was that it is now the general practice of importers
not to fix their exchange until the actual time of payment arrives, probably owing
to shipping uncertainties while shippers still continuo the pre-war practice of selling
their export bills to banks for forward delivery, as soon as they have made contracts
for shipments with overseas buyers. As these shipping contracts were usually
made at irregular intervals and for very large amounts, banks were forced to cover
a considerable proportion of their purchases of export bills by forward salcs to the
Reserve Bank, and later found difliculty in meeting the steadily increasing demand
for ready sterling to pay for imports. To relieve the position the Reserve Bank in
October commenced selling limited amounts of sterling for ready delivery at 1s.
5 63/64d. tothose banks, who were unable to meet the demands from their constituents.
During the same period however the Reserve Bank was continuing to buy large
amounts of sterling for forward delivery, There is little doubt that the position was
aggravated by the higher return obtainable on treasury bills in London, which led
to those banks which had surplus sterling preferring to retain it in London for
the interest yicld, rather than make sales to other banks less fortunately
situated.

The London-New York cross rate remained unchanged during the year at
$4-024 sclling and $4-03} buying. In India, banks’ rates for Tclegraphic Transfers
on New York were unaltered at Rs.332% selling and Rs.3294 buying. Owingtothe
improvement in mail communications banks found it possible to raise their demand
buying rate from Rs.326} to Rs.327 in November. A corresponding rise of § point
was also made in their buying rates for usance bills,
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26. Developments in Exchange Control.—There were no changes during the
year in the existing system of exchange control. Sales of the currencies of countries
outside the sterling area continued to be restricted while exports to these countrics
were only permitted provided Lhe foreign currency proceeds were sold to authorised
dealers in forcign exchange thus ensuring the full conservation and mobilisation of
the country’s foreign exchange resources. Although the system was unaltered,
there were modifications in the policy adopted towards demands for foreign currencies
and a more libera) allotment of fureign cxchange was made for purposes which were
considered, owing to recent developments, to be of high value and importance to the
country.

Firstly, the Government of India under their import licensing systom substan-
tially increased the quotas for the import of consumer goods even from countries
outside the sterling area, as a means of combating inflation and of meeting the
extreme shortage urising from the severe restrictions on imports that had to be
imposed during the previous four ycars. As this relaxation in the import licensing
system was accompanied by an improvement in the shipping position, a far greater
volume of goods arrived in India particularly from tho United States during the year.
This led to an increased expenditure of U.S. dollars and India’s favourable balance
of payments with the United States showed a sharp decrease in apite of a slight rise
in the value of cxports.

Secondly, the Government of India decided to allow greater facilities for
jJourncys for business purposes to countrics outside the sterling area. Previously
such journeys had only been sanctioned in cases where the travellers could show that
their presence in the foreign country was necessary in order to procure vital supplies
for the direct furtherance of the war effort. These rigid conditions were relaxed and
sanction i8 now given for the sale of forcign exchange for business journcys provided
the applicant is able to satisfy Government that the results likely to accrue from the
journey justify the expenditure of foreign exchange. 'These business journeys were
mainly to the United Stutes. Sanction for travel was usually given in cases where
the object of the journey was the expansion of India’s exports or for the purchase of
special and essential supplies, and, in the caso of holders of import licences for large
amounts, to procure and expedite the shipirent of goods. Sanction was also given
In certain cases for visits Lo the United States to examine the possibility of obtaning
machinery and plant for post-war development schemes.  Prospective travellers
had in all cases to apply to Commerce Department through the Reserve Bank and
applications were examined with a view to ensuring that they were bona fide, that
the journeys were necessary, and that the advantages claimed were substantial and
likely to be rcalised. A large number of Indian businessmen took advantage of
these concessions and proceeded to the United States during the course of the year
Loth by air and sea.

There was also a large increase in the number of students proceeding to take
courses, in American Universities. Applications from students were examined by
the Educational Adviser to the Government of India and exchange fucilities were
granted where the Educational Adviser was satisfied firstly, that the student had
acquired an educational standard that would enable him to take an advanced course
in an American University with advantage, sccondly, that a similar course was not
available in India or the sterling area, thirdly, that the course was o useful one of
practical value, and fourthly, that the student would return to India after the comple-
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tion of his course, so that this country would obtain the benefit of his training.
Travel facilities are also freely given to persons proceeding to the United States for
special training in specific branches of industry or manufacture, provided they are
able to show that they have made arrangements to receive instruction and the course
they intend taking is likely to be of value to the country.

Permission continued to be refused for British subjects to travel outside the
sterling area for reasons of personal convenience whether involving immediate or
deferred disbursements of foreign exchange and journeys except by persons procceding
on official business, were only sanctioned for reasons of health, education and business,
subject in all cases to examination lo ensure that the applications were bona fide
and complied with the conditions laid down by Government.

27. Iiberated Terrilories.—During the year the successtul military operations
in Europe resulted in the liberation of several liuropean countries and preliminary
arrangements were made for the resumption of commercial and financial transactions
with them when the relaxation of the vesting orders and the Trading with the Knemy
Regulations made this possible. The position with regard to the various Jiberated
territories at the end of the year was as follows :—

%) Belgium.—A Monetary Agreement between the British Government and
the Belgian Government was signed on the 5th October 1944 under which Belgium,
Luxembourg, the Belginn Congo and Ruanda-Urundi became a single currency
area known as the ** Belgian Monetary Area.”  As the enemy was still in occupation
of Luxembourg and parts of Belgium the Agreement only came into immediate force
in respect of transactions with the Belgian Congo and Ruanda-Urundi. Thesa
territories left the sterling arca and became part of the Belgian Monctary Arca.
The Sterling accounts of residents in the Belgiun Monetary Area were designated
‘ Belgian Accounts.” Transactions between residents in the sterling area and
residents in the Belgian Monetary Area could be made either by payments through
the medium of Belgian accounts or in any currency of the Belgian Monetary Area.
The main features of the Agrcoment were that the exchange rate between sterling
and the Belgian franc was fixed at 176-625 to the pound sterling and the British
and Belgian Governmcents agreed to hold each others currencies to tho extent of
Belgian francs 883,125,000 and £5,000,000 sterling rospectively ; the settlement of
amounts outside these figures having to be mado in gold. A further article provided
for the revision of the terms of the Agreement in the event of a general international
monetary agreement, and in addition both Governments undertook to make Belgian
sterling and sterling area francs available for payments outside the Belgian and
sterling monctary areas. In uccordance with the last provision merchants in the
United Kingdom have now heen allowed to finance trade between the Belgian
Monetary Ares and certain other couniries in sterling. The agreement was to
remain in force for threc years.

On the 1st February 1945 the agreement came into operation in respect of
financial transactions with Belgium, following the withdrawal of certain provisions
of the United Kingdom Trading with the Enemy Act, so far asthey applied to Belgium.
The United Kingdom Vesting Order was relaxed so that the property of persons
who had returned to Belgium after the 8th September 1944 no longer became payable
to the Custodian of Enemy Property and monies becoming payable after the lst
February 1945 to persons who were resident in Belgium prior to the 8th September
1944 were also exempted from payment to the Custodian. This relaxation made
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possible the resumption of financial transactions through normal banking channels
between the sterling area and Belgium, although commercial transactions were still
subject to special licence.

On the publication of the Monetary Agreement in October, the Reserve
Bank of India issued a notification under the Dofence of India Rule 92A(1) (i)
excluding the Belgian Congo, and Ruanda-Urundi from the sterling area and on the
16th November 1944 the Central Government issued a notification including the
Belgian Congo and Ruanda-Urundi in the list of countrics to which exports wore
only allowed provided the foreign exchange procceds were surrendered to an
authorised dealer in foreign exchange.

Upto the end of March 1945, the Government of India had not issued any
orders relaxing the provision of the Trading with the Enemy regulations in respect
of Belgium or of the Vesting Order over Belgian assets, as had been done in the
United Kingdom and consequently direct financial and comruercial transactions
between India and Belgium were not permissible. Arrangements have been made
however for remittances on a limited scale to be made through banks in London for

the support of close personal relatives and dependants of residents in India who are
in Belgium.,

#) France— Although the liberation of tho greater part of France had taken
place by the end of 1944, it was not found possible to complete a financial agreement
between the British Government and the French Provisional Government until the
27th March 1945. The agrcement was similar in form to that completed with
Belgium and covered financial transactions betwoeen the sterling area and the French
franc area consisting of Metropolitan France, the French Overseas Empire and
Monaco. The sterling accounts of residents in this area became known as ** French
Accounts.” Transactions between the'sterling area and the French franc area could

- be made through the medium of French accounts or in any of the currencies of the
French franc area. The agreement provided for the fixing of the sterling/franc rate
at 200 francs to the pound sterling and for the British and French Governments to

hold each others currencies to the extent of 20 milliard francs and £100 millions
respectively.

On the publication of the agreement, the Trading with the Enomy regulations
and the Vesting Order in the United Kingdom were relaxed so s to exempt from
payment to the Custodian monies and propertics of persons who had returned to
France since the 25th August 1944 and monies becoming payable on and after the
28th March 1945 to persons who were resident in France prior to the 25th August

1944. This made possible the resumption of financial transactions with France
through normal banking channels.

Although the Anglo-French Financial Agreement was not signed till the end
of March 1945, arrangements were made at the beginning of December 1944, for
remittances to be made to France from the sterling area through the medium of
franc accounts opened by certain London banks under special licences from the
British and French authorities. Remittences were limited to payments, on &
specified scale for the support of close personal rclatives of residents in the sterling

area, for travelling expenscs and for the upkeep of property. These facilities were
also made available to residents in India,
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The Anglo-French Financial Agreement is also intended to cover transactions
between India and France, but no financial transactions beyond remittances for the
purposcs stated were immediately permissible, as the Trading with the Enemy
regulations and the Vesting Order in India had not been relaxed. These Trading
with the Enemy restrictions however only apply to dcalings with Motropolitan
France us financial and commercial transactions with the French Overseas Kmpire
have been permissible since August 1943. The new financial agreement supersedes
the financial agreement entered into between the British Government and the
French Committee of National Liberation in February 1944.

1) Greece.—No delails of any monetary agreement between the British
Government and the Government of Greece have heen published but facilitics were
established in March 1945 for the making of remittances on a limited scale for the
support of the close personal relatives in Greece of residents of the sterling area.
Those remittances have to be made through the medium of sterling accounts upened
by the Bank of Greece with certain banks in London under speccial licence. These
accounts are designated *“Greek Accounts.” The Trading with the Enemy restrictions
in the United Kingdom in so far as they apply to Greece, are still fully operative.
but the Vesting Order has been relaxed in respect of balances of British subjects
resident on the mainland of Greece. In India, Greece has heen declared as being
no longer enemy territory which will enable financial and commercial transactions
with that country to be resumed when the necessary banking facilities arc re-
established. In the mcantime remittances for the support of relatives and
dependants are being made through London.

w) Liberated Italy.—The Trading with the Enemy regulations in the United
Kingdom are still fully operative in so [ar as they apply to liberated Italy. Arrange-
ments have been made, however, for the Bank of Italy to open sterling accounts
with certain banks in London dosignated “Italian Accounts” and for remittances
to bo made to Italy through the medium of these accounts for the support of close
personal relatives, similar to the arrangements for remittances to Greece. The
accounts of British subjects resident in liberated Italy and the accounts of residents
in the Vatican City have been freed from the operation of the Vesting Order and
such accounts are designated as “ Italian Accounts.”

In India, the Trading with the Enemy regulations are still fully operative over
transactions with Italy but permission has been granted for remittances for the
support of close porsonal dependants on the same scale as in the United Kingdom
and the Vesting Order has been relaxed in respect of assets of British subjects resident
in liberated Italy where application for release is made to the Custodian of Enemy
Property through British Consuls. The Vesting Order does not apply to the assets
of residents in the Vatican City.

v) Sweden.—A new Monetary Agreement was completed on the 6th March 1945
between the Governments of the United Kingdom and Sweden in supersession of
the previous payments agresment. The agreement was similar in form to the Anglo-
Belgian and Anglo-French Agreements but wider in scope as each country agreed
to hold each others currencies without limit during the period of the agreement
which was for five years. The sterling accounts of residents in Sweden including
Swedish 8pecial accounts were designated “Swedish Accounts.” Transactions
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between the sterling area and Sweden could be made through the medium of these
accounts or in Swedish kroner. The rate of exchange was unchanged at 16-9 kroner
per £1 sterling,

vi) French Establishments in India.—The status of French India was not
affected either by the financial agrcement of February 1944 with the French
Committee of National Liberation or by the new Anglo-French Financial Agreement.
The accounts of residents in the French Establishments with banks in Tndia were
still treated as resident and no restrictions were placed on the export. of money or
remittances to French India.  As the Customs Union between British and French
India completed in February 1941 remained in foree, licences for the import. of goods
into French India continued to be issued by Tmport Trade Controllers in British
India and holders of such licences were permitted to buy foreign exchange from
authorised dealers on the same torms and conditions as holders of licences covering
the import of goods into British India.

vii) Switzerland. —With the liberation of France the encirclement of Switzerland
by enemy countries came to an end, and it was consequently found possible to relax
certain of the restrictions on financial transactions with that country. Since 1940,
importers of Swiss goods had only been permitted to make payment to Switzerland
on actual arrival of goods at & neutral port or in India. Banks were permitted during
the year, to resume opening lotters of credit in favour of Swiss exporters authorising
payment against on-board bills of lading, and later, the ban on the despatch of drafts
and cheques by post to Switzerland which had been imposed owing to the danger
of the enemy acquiring foreign exchange by interception of mails was lifted. Unfor-
tunately, owing to the breakdown in corumunications in France following the retreat
of the Germans and the closing of the Balkan routes due to the spread of fighting to
this area, great difficulty wns cxperienced in exporting any goods from Switzerland
to India either by parcel post or by sca.

vint) Cyrenaica, Tripolitania, Ethiopia, Eritrea and Somalta.—With the issue
of notifications by the Government of India that the former [talian territories in
Africa were no longer enemy it hecame possible to resume financial and commercial
transactions with these conntries although trading with Ttalian persons aud concerns
was still prohibited. A considerable volume of trade developed between India and
Ethiopia particularly in textiles through Aden and Port Sudan.

28 Methods of Ezport Finance.—Three graphs are given on page 45
showing the different mcthods used to finance exports to countrics outside the sterling
area governed by the Export Control Rogulations, on a percentage basis,

Graph T covers shipments to the United States and Graph II shipments to

other countrics. The proportion of trade financed by different methods remained
unchanged from the previous year,
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V. PUBLIC FINANCE

29. General.--The outstanding features and phases of war finance in India are
brought out in the table onpage 47 giving the figures for the period from 1938-39 to
1945-46 (budget) relating to the Central Government’s budgetary position, the defence
expenditure on Indian and Allied accounts, the Central Government’s debt and the
Provincial revenues, expenditure and debt.

The aggregate Governmental outlay on defence totalled at the end of 1944-45,
Rs.2,741 crores, of which Government of India’s share was Rs.1,347 crores or 49 per
cent. As the percentage figures in the table indicate, the volume of expenditure
on the Allied account has in the years since 1941-42 substantially exceeded or nearly
equalled the total Indian defence expenditure on revenuc and capital accounts.
While the recoverable war expenditure has placed increasingly severe strain on the
country’s economy, the considerable Allied disburscments in the country have
{cnded somewhat to rclieve the Government of India’s budgetary position by
improving their receipts from taxation and borrowing. The table indicates that
the war period is divisible into two distinct parts, proceding and following the
Jupancso entry into the war. During the first period, defence expenditure expanded
at a comparatively moderate rate, though faster than revenue ; during the second
period, it increased rapidly and soon outstripped revenue. The percentage of
revenue to expenditure on revenue account remained above 90 upto 1941-42, but
fell to 61-2 in 1942-43 and te 57-0 in the following year, recovering, however, with
the expansion of tax resources to 69-6 by 1944-45. The more significant ratio of
revenuc to total Governmental outlays dropped more sharply each ycar from 95-9
per cent. in 1939-40, to 64-4 per cent. in 1940-41 and 26-5 per cent. in 1942-43,
recovering thercafter to 29-4 per cent. in 1943-44 and 35-3 per cent. in 1944-45.
A comparison of the figures rclating to the Centrul Government debt with the pro-
gressive deficit on revenue account and the defence capital expenditure suggests
that borrowing by Government has tended to exceed the deficit on Indian account
and to cover a part of the expenditure on Allied account. The budgetary deficits
from 1940-41 to 1944-45 amounted to Rs.476-94 crores and the defence expenditure
on capital account during the period to Rs.149-38 crorcs, meking a total deficit of
Rs.626-32 crores ; against this, total rupee loans rose from Rs.437-87 crores in
1938-39 to Rs.1,190-98 crores in 1944-45 or by 753-11 crores, while the amount of
small savings through the post-office also increased.

A. BUDGETS
CENTRAL (ROVERNMENT :

30. Finance Accounts, 1943-44.—With the revenue at Rs.252-06 rrores and
the expenditure at Rs.441-84 crorcs as compared with the revised estimates of
Rs.254-50 crores and Rs.346-93 crores, the accounts of the financial year 1943-44
showed an unexpected deficit of R8.189-78 crores as against Rs.92-43 crores in the
revised estimate. The heavyincrease of Rs.97: 35 crores in the actual deficit resulted
from the larger defence expenditure on revenue account, which rose by Rs.95-76
crores from Rs.262-64 crores to Rs.358- 40 crores, the capital portion of the expendi-
ture declining slightly from Rs.38-30 crores to Rs.37-46 crores. The growing
defence outlays during the year on revenue account were caused by unforeseen
commitments arising out of the Japanese invasion of the country about the close of
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TABLE 11. INDIA’'S PUBLIC REVENUE, EXPENDITURE AND DEBT SINCE 1938-3.

I. CENTRAL GOVERNMENT BUDGET—
(1) Revenue ..
-(2) Expenditure .. . ..

(3) Sarplus (4) or Deficit (—)

(4) Percentage of (1) to (2} .
II. TOTAL GOVERNMENTAL OUTLAYS -

Percentageof I (1) t0 I7 .. e e

A. ON INDIA'S ACCOUNT .. ..
(1) Civil Expenditure ..

(2) Defence Expenditure

{a) On Capital account ..
(4) On Revenue account .. ..
(i) Basic Normal Budget

{ii) Rise in Prices ..

(iii} War Measures {Net) .

(iv) Non-eflective charges
(Net) ..

(3) Percentage of Defence Ezpem.iilufe ”

(revenue account) to Expenditure . .

% B. RECOVERABLE WAR EXPENDITURE

I

Percentage of Bto A (2) .. e
CENTRAL GOVERNMENT DEBT

END OF YEAR—

Sterling Loans . . .

Rupee Loana . .

Small SBavings} .. .. ..

Tressury Bills and Ways and
Means . . - ..

TOTAL INTEREST-BEARING
OBLIGATIONS  (INCLUDING
UNFUNDED DEBT AND DE-
POSITS) .. . .. .

IV. PROVINCES—

1)
{2)

Revenue .. .o
Exponditure ..

(3) Surplas (+)or Deflcit (—) ..

(4) Debt Position (Gross Total Debt)§

AT

1838-39

84-52
85-185
—0-63
99-3
85-15
99.3
85-15
38-97
46-18
4618
38-07

8:11
54-2

464-94
437-87
14143

46-30

1,206-76

8474
86:76
—1-02
163:20

Total

193940  1040-41  1941-42 104243 194344 104445 193040
(Revised) to 1944-45

0457 107-85 134-57 176-88 252-08 356-88 1,122-61
9457 114-18 147-28 289-05 441 -84 512:65 1,598 56

.. ~—6-58 —12-69 —112-17 —189-78 ~—136-77 —476-84
100-0 94-3 91-4 61-2 a70 69-6 70-2
98-567 167-18 341-26 €67-04 8567-17 1,011-59 3,142-81

95-9 64-4 29-4 26-5 29-4 35-3 357
94:57 114-18 147-26 341-56 479-30 572-06 1,748-93
45-03 40-67 43-33 74-43 8344 115-42 402-22
4054 73-61 . 103-93 267-13 395- 86 45084 1,346-71
.. . . 5251 37-46 59-41 149-38
4964 73-61 103-93 21482 36840 397-23 1,197-33
36-77 36-77 3677 36-37 36-77 36-77 220-62

1-19 2-57 4-39 7-97 14:44 16-92 47:48

3-52 25-90 54-44 161-63 298-75 33422 878-46

8-07 8:38 8:33 8-28 8-44 9:32 50-80
52-4 64:5 70-6 74-3 81-1 775 74-9

4:00 53:00 19400 32548 377-87 439-53 1,393-88

81 72:0 188-7 121-8 95-8 98-3 103-5

439-10 341-11 208-93 50-56 34:70 34-10 —430-84f
450-23 57455 611-85 748-74 1,008-55 1,190-98 4-753-11%
135-38 108-79 95-56 92:77 118-47 167-23 4 15-80%

B54-70 84-80 138-98 264-70 110-61 86-61 +40-31%

1,203-86  1,247-67  1,200-21  1,353-13  1,832-47 1,819:02 161326}

90-83 97-48 107-41 124-31 163-31 200:78 784-12
80-22 95-18 103-48 118-18 15385 208-05 767-96
+1-81 +2-30 +3-93 +6-13 +9-46 —17:27 +186:18

167-61 169-91 169-16 170-26 198-28 216-49¢ {5220

104546
(Budget)

362-34*
517-63
—165-28
70-0
1,024:19
35-4
535-39
123-40
411-99
1776
394-23
36:77
19:78
328-51

9-19
76-2

488-80
118-6

3404
1,484-43
206:75

86-61

2,180-57

188-17
181-74
—3-67

* Inocluding new saxation.
1 Includes (1) Post Office Cash Cortificates, (2) Savinge Bank Deposits (3) Defence Savings Certificates sinco 1940-1l, (4) Defence Savings Bank
Deposits since 1941.42 snd (5) National Savings Certifiontes since 1943-44. t Variation between 31st March 1939 and 1945.

% Items (1) and (6): Capital portion of Railway Annuities is excluded from 1942-43.

debt, (2) Floating debt, (3) Unfunded debt and (4¢) Loana from Contral Goverument.

§ Includes (1) Permanent




the year and by heavy adjustments in the year’s accounts on account of provision
for cquipment, etc., for the forces in India. The shorifall of Rs.2-44 crores in
revenue was mainly the outcome of a deterioration of Ra.8-86 crores under Taxes
on Income from Rs.138 crores to Rs.129-14 crores, offset by an increased contri-
bution of Rs.5-37 crores from the Railways and larger receipts of Rs.1-77 crores
under Excise.

Tax revenue rctained by the Centre (viz., excluding the provincial share of
income tax and jute duty) expanded from the pre-war level of Rs.72-34 crores in
1938-39 to Rs.123-57 crores in 1942-43 or by 71 per cent. and to Rs.172-34 crores
in 1943-44. Taxes on Income (including the provinces’ share) increased between
1938-39 and 1943-44 by over six-fold from Rs.17-28 crores to Rs.129-14 crores.
During the same period reccipts from Customs declined from Rs.40-51 crorcs to
Rs.26-20 crores, the decrease being more than counter-balanced by an increase
of Rs.18:76 crores under Central Excise Duties. Receipts under Currency and
Mint during the same period increased by more than sixteen-fold from Rs.58 lakhs
to Rs.9-97 crores, Additions to the debt on account of budgetary doficits amounted
to Rs.321-17 crores by the end of 1943-44 as against Rs.131-39 crores by the end of
1942-43.

31. Revised Estimales, 1944-45.—As in 1943-44, developments in the military
sitnation on India’s north-eastern frontier combined with improvements in the terms
of scrvice of all Arms and an increase in civil estimates mainly incidental to the war
were the major factors respousible for an unexpected deficit of Rs.155-77 crores
in the revised estimateca for 1944-45 as against Rs.54-70 crorcs budgeted. The
revised figures of receipts and expenditure on revenue account for 1944-45 were
placed higher at Rs.356-88 crores and Rs.512-65 crores respectively as against
Rs.308-28 crores and Rs.362-98 crores in the budget, the increase of Rs.48-60
crores in revenue being more than offset by a rise in expenditure of Rs.149- 67 crores.

The total increase of Rs.149-67 crores in cxponditure js mainly the result of
increased defence outlay which, in the revised estimates, is placed considerably
higher at Rs.397 - 23 crores as compared with Rs.276- 61 crores in the budget estimates.
This increase of Rs.120-62 crores in the defence expenditure on revenue account is
almost wholly accounted for by a rise of Ra.118 63 crores under the category of
India’s War Measures. Defence expenditure on capital account registered an
increase of Rs.34-81 crores from Rs.24-60 crores to Rs.59-41 crores, mainly as a
result of demands for new airfields and the lump sum payment of Rs.20 crores under
the Agreement relating to ‘ Non-effective Charges > with His Majesty’s Government,
referred to later. Total Governmental outlays on war are placed at Rs.896-17
crores, including Rs.439-53 crores recoverable from the British Government under
the Financial Settlement of 1940. The revised defence estimates on revenue account
provided {or larger costs during the year on account of reciprocal aid to the United
States. As a result of particularly heavy demands from the United States forces
in India for goods and services, the value of such aid amounted to Rs.76-33 crores
as against Rs.35-11 crores in 1943-44 and Rs.12 crores in 1942-43, the progressive
total to the end of 1944-45 being estimated at Rs.124 crores; provision for Rs.70-34
crores towards the cost of such aid is made in the budget for 1945-46. As against
these commitments, the value of total receipts by India under lend-lease arrange-
ments to the end of 1944-45 is cstimated at Rs.515 crores; the portion of the
lend-lease aid for which India would have had to provide at her own expense (under
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the Financial Settlement of 1940) is placed at Ru.150 crores. As cxplained by the
Finance Member during the discussion of the budget for 1945-46, the principle
adopted in allocating lend-lease aid (received in India, as between the U.K. and
this country) was that the allocation went to the Government to which the financial
benefit accrued. Indis thus incurred the obligations associated with lend-lease
only in respect of supplies for which, but for lend-lease, she would have had to
pay. The value of lend-lease aid to bo received by India during 1945-46 on her
own account is expected to approximate to the amount of reciprocal aid to be
extended to the Unitod States.

During the year, as a result of negotiations with His Majesty’s Government
an agreement was reached in regard to the allocation during the war of ¢ Non-effective
Charges’ in respect of pensions and gratuities paid to personncl of the defence
services and to their dependants. This agreement provides for a lump sum payment,
on its termination of £15 million in respect of India’s liability on ‘ Non-effective ’
account as on the 1lst April 1939, and for an annual payment of £1-35 million from
that date. The ‘ Non-cffective ’ agreement is to be co-terminous with the main
Financial Settlement of 1940, and a provision has been made for the negotiation
of a fresh agreement thereafter. India has, however, made the lump payment of
£15 million in advance on the 1st February 1945, and in consideration of this, the
country’s annual liability of £1-35 million has been rednced by £450,000 to £900,000
from that date.

Civil expenditure showed an increase of Rs.29-05 crores from Rs.86-37
crores to Rs.115-42 crores mainly as a result of (1) the grant by the Government
of India of an ex-gratia subvention to the Government of Bengal of half of the direct
cost of the famine, subject to o maximum of Rs.10 crores of which Rs.3 crores had
already been adjusted in 1943-44; (2) provision of Rs.10-25 crores for paying
compensation for damages resulting from the explosions in the Bombay Docks in
April 1944 (the question of allocation of this expenditure between the Government
of India and His Majesty’s Government is under consideration); (3) increased
expenditure resulting from the adoption of measures of stabilisation of prices ;
(4) increases in dearness and other allowances and (5) contribulion of Rs.1-10 crores
to UNRRA during the year out of India’s total contribution of Rs.8 orores, the
balance being provided for in the budget for 1945-46.

The improvement in revenue receipls is mainly accounted for by larger
collections under Taxes on Incone, higher receipts under Customs and continued
rise in the receipts under Currency and Mint, Total collections under Taxes on
Income (including provinces’ share) rose by Rs.27-50 crores from Rs.182-50 crores
to Rs.210 crorcs. This increase was entirely the result of larger collections under the
Excess Profits Tax which expanded, following the speeding up.of assessments, by
Rs.32 crores from Rs.78 crores to Rs.110 crores, while ordinary collections under
Corporation Tax and the Surcharge under Income Tax showed declines respectively
of Ra.1-97 crores and Rs.3 crores. In assessing the anti-inflationary effect of the
wartime increascs in income taxation, it should be remembered that the budget
figures do not include the various compulsory deposits under the Excess Profits
Tax and Income Tax, and collections under the *‘ Pay-as-you-earn ' scheme, the
last being placed approximately at Rs.60 crores for the year. The improvement
under Customs of Rs.12 crores from Rs.28 crores to Rs.40 crores resulted mainly
from the larger importation of consumer goods and railway plant and rolling stock,
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the lattet accounting for Rs.2-80 crores of the increase. As against this, there was
a shortfall of Rs. 183 crores under Central Excise, the receipts from which declined
from Rs.40-90 crores to Ra.39-07 crores mainly under tobacco. Another head to
register a decline was Posts and Telegraphs, whose net revenue was placed at Rs.9-32
crores against Rs.11-31 crores in the Budget. The contribution by Railways
to general revenues has been placed at Rs.32 crorcs (vide para 33) as against
Rs.31-18 crores in the budget.

32. Budget Estimates, 1945-46.—With the defence expenditure on revenue
account at about the same level as in the revised estimates for 1944-45, the budget
estimates of revenue and expenditure for 1945-46 do not show any marked variations
from the revised figures, being placed at Rs.353-74 crores (excluding new taxation)
and Rs.517-63 crores respectively as against Rs.356-88 crores and Rs. 51265 crores
in the revised estimates. The prospective deficit of Rs.163-89 crores is proposed
to be met to the extent of Rs.8-60 crores by additional direct and indirect taxation
and the rest by borrowing.

Estimates of defence cxpenditure on revenue account amount to Rs.394-23
crores, and account for 76 per cent. of the total expenditure compared with 78
per cent. in the previous year. As compared with the revised estimates, the budget
provision under India’s war measures at Rs.328-51 crores shows a decline of Rs.5-71
crores, partly as a result of a decrease in the * ceiling * forces ncccssary for the
defence of the country. Against this, there is an increase of Rs.2-84 crores under
rise in prices due to the grant of increases in pay and allowances sanctioned in the
previous year. The total defence cxpenditure including the capital portion is
placed at Rs.411-99 crores against Rs.456-64 crores revised. Tho lower costs of
defence in 1945-46 are mainly accounted for by a reduction under the capital portion
from Rs.59-41 crores in 1944-456 to Rs.17:76 crores in 19456-46. Of the decrease of
Ra.41-65 crores in the budget for 1945-46, Rs.20 crores is accounted for by the non-
recurring lump sum payment under the Non-effective Agreement included in the
revised estimates for 1944-45 (vide para 31), and the rest is mainly accounted
for by the practical completion in 1944-45 of the programme of airfield construction.
The particulars of defence capital expendltnre since this head was first introduced
in 1942-43 are shown below.

TABLE 12. COMPOSITION OF DEFENCE EXPENDITURE ON CAPITAL ACCOUNT.

(In crores of rupoes)
Actuals Actuals Revised Budget

104243 1043.44 Estimatos Estimates
194445 1945-46

1. Air Force—Airfields .. o 23-34 14-67 15-89 2-42
2. Capital Outlay on Industrial Expsnnon .. 5-71 3-32 3-34 1-85
3. Reciprocal Aid—Airfields .. 8-66 15-34 16-20 10:74
4. New Constructions for the Rayal “Indian
Navy 3-38 0-52 1.00 0-50
5. Capital Ou(.lay on " Telo-communication
scheme 0-08 3-61 3-98 2-56
6. Cagtal Outlsy on Chatfield Modernisation
11-44
7. Lump sum payment to H. M. Government,
under the ‘ Non.effective ** Agreement - . .. 20-00
Total . 52:51 31-4 59-41- 17-76



The civil expenditure at Rs.123- 40 crores shows an increase of Rs.7- 98 crores.
This is principally due to & rise of Rs.11-34 crores from Rs.22-61 crores to Rs.33-95
crores under Interest. Interest on rupee loans shows an inorease of Rs.9-15
crores over the revised and refleots the full year's effect of borrowings in 1944-45
while a]lowing for further net borrowings next year anticipated to amount to Rs.350
crores.

The variations in the important heads of revenue (including new taxation)
are indicated below.

TABLE 13. IMPORTANT HEADS OF REVENUE OF THE GOVERNMENT OF INDIA.

(In erores of rupees)
Increase(-)
Decrease(—)
Heads of Revenue 1938-39 1943-44 1044-45 184546 in 194546
Accounts Accounts Budget Revised Budget over revised
estimates
for 1944.45
Customs .. .. .. .. 40-51 26-20 28:00 40-00 66-25 +16.26
Contral Excise Dutics. . . 8-66 27-42 40-90 39-07 48-59 + 9-562
Corporation Tax .. 2-04 51-45 81-61 108-11 89-67 ~16-44
(Exceas Profits Tax) . " (39-88) (65:00) (91-50) (75:50) -~ (16-00)
Taxes on Income other than Cor-.
poration Tax® .o . 15-24 77-69 100-890 103-89 100-83 — 308
{Excess Profits Tax) .. .o (13:71) (13:00) (18:50) (14-50) —(4-00)
Currency and Mint ., 0:58 9:87

e 999 12-55 1228  — 0-27
(Profits of the Reserve Bank) .. (0:20) (7-50) (7-50) {10-07) (10-07) .
Railwaye’ Contribution .. .. 1:37 987-64 3118 8200  32-00

Posts and Telegraphs . . 0-19 9:03 11-31 9-32 11-88 + 253
Total tax revenue* .. o .. 76:36 193-22 262-46 300:58 305-79 + 5:21
Percentage of Taxes on Iucome to

total tax revenue .. . .. 22-8 668-8 69-8 69-9 62:3

* [ncluding provincos’ share,

The lower estimates of collections under Taxes on Income in the budget are counter-
balanced by improvement in the expected yield under Customs and Excise. Total
receipts from Taxes on Income at Rs.190-50 crores arc lower by Rs.19-50 crores ;
Customs are placed higher by Rs.15-25 crores and Central Excise Duties by Rs.9-52
crores, receipts from these in the budget estimates being placed respectively at
Rs.55-25 crores and Rs.48-59 crores. The entire loss of Rs.19:-50 crores under
Taxes on Income has been on account of lower yield at Rs.90 crores under the
Excess Profits Tax as a result of the operation of various control measures introdue-
ed to curb exccssive profits. The higher estimates under Customs are based on the
expectation of larger imports, and improvement in Excise is accounted for mainly
by an increase of Rs.3 crores anticipated under tobacco. The contributions from
Railways and Posts and Telegraphs are placed respectively at Rs.32 crores and
Rs.11-86 crores.

The Indian Finance Act of the 31st March 1945 provides for the following
new measures of taxation. '

(1) an increase in surcharge on slabs of income above Rs.156,000 and on
incomes taxable at the maximum rate, estimated to bring Rs.1-25 crores.
(This ropresenta the net yield out of a total estimated yield of Rs.4
crores after deduction of the estimated loss in revenue on account of the

exemption from income-tax of one-tenth of earned income referred to
Iater),
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{2) an increase in the excise duty on the highest class of flue-cured tobacco
and also an incresse in the rate of duty on flue-cured tobacco intended
for any purposcs other than those specified in the excise tariff, estimated
to yield Rs.3-6 crores,

(3) an increase in the standard rate of customs duty on unmanufactured
tobacco and the rates for related items---cigars, cigarettes and manu-
factured tobacco, the estimated addition to revenue being Rs.2-4 crores,
and

(4) an increase in the rate churged on postal parcels, in the surcharge on
telephone rentals and that on trunk call fees, and in the surcharge on
ordinary and express telegrams, with an expected return of Rs.1-35
crores. :

1t is proposed to continue the excess profits tax at the existing rate of 66§
per cent. together with the acheme of compulsory depuosits, for a further year upto
the 31st March, 1946.

A featurc of the budget was the recognition of the practice prevailing in
countrics like the United Kingdom and the United States of differentiating, for
income tax purposes, between earned and unearned incomes. The Finance Act
provides for an exemption of one-tenth of earned income, subject to a maximum
reduction in the amount of taxable income of Rs.2,000, and the Income Tax Act of
1922 has been amended accordingly. The exemption is only in respect of income
tax and not. super tax and is limited to incomo derived from personal exertion.
Further measures of relief from income tax were also proposed to help re-equipment,
and rehabilitation of industry on the general lines of the provisions in the United
Kingdom Finance Act of 1944 in respect of current expenditure on scientific research,
and research cxpenditure of a capital nature over a maximum period of five
years,

As regards reconstruction finance it was pointed out by the Finance Member
in his Budget Speech that the first year or two at least after the {ermination of the
war will be for the Contre years of heavy deficit on revenue account ; post-war
planning on the requisite scale would involve huge outlays, and the fullest develop-
ment of taxetion resources, both Central and Provincial, was the first pre-requisite
of sound reconstruction finance. Some of the possible sources of additional revenue
in the post-war period mentioned by the Financo Member are death duties, taxation
of agricultural incomes by the provinces, dovelopment of the sales or turnover tax
on a country-wide basis and increasing reliance on Central Excise as an instrument
of commodity taxation, higher receipts under which will partly compensate a possible
shortfall under Customs after the initial post-war years,

In the last year’s Report a reference was made (vide para 11, p. 18) to an
arrangement under which tho British Government had agreed to set aside for
purposes of India’s post-war development from 1944-45 onwards each year a part
of tho United States dollars accruing from the excess of India’s exports over imports
from the United States. It hus since been decided, on the basis of current figures
and tendencies, to accept on this account an amount of $20 million for the calendar
yeor 1944 and a similar amount for 1945.
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33. Railway Budget.—The following table compares the budget estimates of
State-owned Railways including worked lines, for 1945-46 with the budget and revised
estimates for 1944-45 and the actuals for 1943-44 and the pre-war year 1938-39.

TABLE 14. REVENUE, EXPENDITURE AND RESERVES OF INDIAN RAILWAYS.

(In crores of rupces)

1944-45
1938-30  1943-44 1946-46
Budget Revised Budget

1, Receipts and Expenditure. -

Gross Traffic Receipts , . .o e .. 09-62 1,85-48 1,82-00 2,14:30 2,20-00
Total working Expenass .. . .. 69-18 1,08-84 1,14-28 147-49  1,69-87
a. Net Traffic Recaipts .. . . 30-44 76-59 67:72 68-81 60-13
b. Net Miscellaneous Receipta . .. 0-23 2-78 3-05 3-01 3-7M
Net Revenue (s 4 b) .. .. .. . 30-67 79-37 0-17 68.82 6390
Interest charges o .. . .. 29-30 28-53 28:75 27:81 27-39
IL. Surplus .. .- . . .. 1-37 50-84 42-02 4201 36-51
Contributions to General Rovenues .. .. 1-37 3704 31:18 3200 32-00
Contributions to Railway Reserve Fund .. .. 13-20 10-84 10-01 4-51
Total expenditure charged to capital . 2.33 87 28-70 20-88 9-50
Total etpend;ture c.har[,td to Dcpreont,mn

Fund .. . 7-08 6-64 23-00 1230 22-50
IL Capital at charge at the end of the year. 7,55-26  7,80-73  §,08-04 7,89-59  7,99-09
IV. Depreciation Reserve Fund .. .. 19-61* 82-07 87-93 92-30 98-09
Net acerctions during the year . .. 5-48 10-23  —5-88 5-79 —5-38
Closing Balance . . . . 26-09*  92:30 82-05 03-09 92-71

The accounts for 1943-44 showed a record surplus of Rs.50-84 crores which
was higher than the revised estimates by Rs.7-07 crores, due mainly to increased
receipts during the last quarter of that year under passengers and parcels traffic.
Out of the surplus, Rs.37-64 crores went to general revenues and Rs.13-20 crores
was transferred to the Railway Reserve Fund, raising the balance in that Fund to
Rs.22-55 crores.

The year's working during 1944-45 disclosed a further increase under both
receipts and expenses. The rate of increase in coaching (mainly passenger) traffic
carnings continued to be considerably higher than in goods ca.rnmgs As compared
with 1943-44, the former showed, according to the revised estlma.tcs, a rise of 25
per cent. against 8 per cent in the latter, the percentage increases in them over the
earnings of the pre-war year 1938-39 bcing 214 and 66 respectively. The revised
estimates for 1944-45 placed total trafic receipts higher at Rs.214-30 crores as
agamst Rs.182-00 crores in the budget, larger earnings from coaching traffic

Inclades Rs. 8 lakhs on nccouut of loans to branch line companies and also Rs, 31 lakhs on account
of invostments in branch line shares. In 1042.43 these amounts were transferred to the Railway
Reserve Fund lnvestment Account.
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estimates, thc increases being most marked in Bengal, Madras and Bombay.
Receipts and expenditure under the revised were higher by Rs.13-68 crores and
Rs.16-57 crores respectively in Bengal, by Rs.10-16 crores and Rs.10 orores in
Madras and by Rs.7-22 crores and Rs.6-34 crores in Bombay. Tho continued
rise in provincial revenues is accounted for by higher tax revenues resulting from
enhancement of existing rates of taxes and new wartime levies, improved receipts
under land revenue and a rise in the provincial share of the divisible pool of income
tax under the Niemeyer Award. New taxation measurcs introduced during 1944-45
included a Sales Tax in Bihar and an Agricultural Income Tax in Bengal, while
there have been enhancements in rates of registration fees and stamp duties in
Bombay and excise duties in Bengal, the United Provinces and Madras. The Sales
Tax waa introduced in Madras in October 1939, in Bengal in July 1941, in the
Punjab in October 1941 and in Bihar in October 1944, In Madras, the increased
receipts under Excise from Rs.7-38 crores in the budget to Rs.12-87 crores in the
revised estimates eccounted for more than half of therise in revenue. The com-
modity and consumption taxcs have imparted a measure of resiliency to provincial
revenues, the proportion of total provincial land revenue receipts, marked by
comparative rigidity, to aggregate revenue declining from 31 per cent. in 1938-39
to 15 per cent. in 1944-46. Provincial expenditures have increased in part as a
result of higher costs of administration and outlays in respect of dearness allow-
ance, grow more food campaign and other stabilisation measures; the principal
olements of the rise in provincial expenditure, however, have been the enhanced
provisions for nation-building activitics and the earmarking, particularly during
the last two years, of large sums for post-war reconstruction.

Except in the case of Bengal, tho budget estimates for 1945-46 more or less
follow the revised estimates for 1944-45. In Bengal, revenue and expenditure are
budgeted lower at Rs.28-79 crores and Rs.37-39 crores respectivcly as against
Rs.35:66 crores and Rs.47-0l crores in the revised. The deficit of Rs.8-60 crores
in Bengal for 1946-46is to be ascribed largely to losses amounting to Rs.2-27 crores on
subsidised sales and to heavy expenditure on relicf measures. Allocations in the provin-
cial budgets for 1945-46 for beneficent departments total Rs.43 crores against Rs.40
crores revised for 1944-45 and Rs.19 crores in the pre-war year, with a fall in Bengal
to Rs.7-53 crores from Rs.8:69 crores. In Madras, the budget provides for the
introduction of an Agricultural Income Tax on incomes over Rs.5,000, estimated to
yield Rs, 50 lakhs. Bullion and specie which were included under the Madras
General Sales Tax as amended on the 1st April 1944 have been exempted with
effect from the 1st April 1945. The United Provinces budget proposes the
imposition of a Sales Tax.

The total of the various types of provincial reconstruction funds is expected
to aggregato more than Re.60 crores at the end of March 1946, of which Rs.20 crores
is provided for in the budgets for 1945-46, including Ra.10 crores in Madras,
Rs.4:0 crores in Bombay and Rs.2-56 crores in the United Provinces.

36. Subventions and Payments from the Centre.—Tho table on page 56 shows the
subventions and other payments made by the Centrul Government to the Provinces
since 1937-38 in terms of the Government of India (Distribution of Revenues) Order
of 1936 as amended in February 1940 and subsequently. The amended Order
enabled tho Centre to retain from the provincial moiety, for each of the three years
beginning with 1939-40, a sum of Ra.4} crorcs in addition to its own share of the
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accounting for over 50 per cent. of the entire increase. Total working expenses
(including depreciation and payments to worked lines) are placed at Rs.147-49
crores against Rs.114-28 crores in the budget estimatos. The steep rise here is
mainly the result of a special wartime arrangement under which a major portion
of expenditure of a capital nature, which had hitherto been debited to ‘ Capital’
and ‘ Depreciation Fund’ accounts is to bo debited from 1944-45 onwards to current
revenues, Thus, out of a total estimated expenditure of Rs.94-75 crores in reapect
of wagons and locomeotives in the years from 1943-44 to 1946-47, there will be a
debit of Rs.61} crores to working expenses ; there will be another debit against
current revenue of Rs.4} crores on account of military sidings and other works.
Of the total debit of Rs.66 crores to working expenses, Rs.24 crores will be in 1944-45,
Rs.30 crores in 1945-46 and Rs.12 crores in 1946-47. To onable the Railways to
finanee this special liability and with due regard to the needs of both the general
revenues and Railways, it has been decided to stabilise the Railways’ contribution
to the general revenues at Ra.32 crores in 194445 and in 1945-46, instead of dividing
the surplus in the proportion of 3 : 1 in terms of the resolution passed by the Central
Assembly in March 1943. Tho net surplus for 1944-45, after payment of interest
charges, is estimated at Rs.42-01 crores of which general revenues will receive Rs.32
crores ; the balance of Rs.10-01 crores (of which Rs.5 crorea is earmarked for arrears
of maintenance) is proposed to be carried to the Railway Reserve.

The budget estimates for 1945-46 place total traffic receipts and total working
expenses at Rs.220 crores and Rs.159-87 crores respectively, as compared with
Rs.214-30 crores and Ra.147:49 crores in the revised estimates for 1944-45. The
net surplus after payment of interest charges is placed at Rs.36-51 crores of which
Rs.32 crores will accrue to general revenues and the remaining Rs.4-51 crores to
the Railway Reserve Fund which i3 estimated to amount to Rs.29-10 crores at the
end of March 1946.

34, Provincial Budgets—Statement IX shows receipts and expenditure
on revenue account of the provinces for the years 1943-44, 1944-45 and 1945-46.
The following table contains a comparison of the combined results for sll provinces : -

(In Jakhs of rupees)
194445 1945-46

" "Budget Revised Budget
1938-38  1943.4¢ REustimates Estimates Estimates

Revenue .. .. .. .. .- 84,74 1,63,31 1,56,21 2,00,78 1,88,17
Expenditure .. .. . .- .- 85,76 1,63,86 1,58,40 2,08,05 1,891,714
Total surpluses .. . . . . 62 13,04 8,60 4,56 6,26
Total deficits .. . . . . 1,64 3,58 8,69 11,83 8,83
Total net surpluses () or deficits (—) o =102 +9,40 —2,19 —1,27 —3,67

As the above table shows, revenue receiptes for all provinces rose by 137 per cent.
between 1938-39 and 194445 from Rs.84:74 crores to Rs.200-78 crores. -Under
conditions of wartime affluence resulting from higher prices and ampler taxable
capacity, provincial budgets continued to show expansion in revenue and surpluses
in most cases, with the notable exception of Bengal. The revised estimates for
1944-45 of revenue and expenditure wero in all cases higher than under the budget
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divisible pool of income tax. This arrangement was continued by amendments to
the Order in April 1943 and each of the following years. Statement X shows
fuller particulars of the payments in respect of each province.

(In crores of rupees)
Inoome tax Juto Daty Subventions Othor grants- Total
in.aid

1037-38 .. . . . 1-25 2-66 3-12 cees 7-02
1938-39 .. .. . . 1-50 2-61 3:03 7-04
193940 .. . .- . 2:79 2-68 303 8:38
154041 . o . .. 4-16 1-85 3-03 S04
194142 .. . . .. 7:39 1-95 3-03 12-31
194243 .. . . .. 10-90 1-40 2:75 0-01 15-06
194344 .. .. ‘e .. 19-50 1-38 2:75 3-00 26-63
1944-45 (Revised).. .. ..  26:56 1-40 1-70 7-00 36-66
1945.46 (Budget) .. . .. 23-29 1-40 1-70 26-39

Tho steep rise in the sharc of income tax accruing to the provinces since the
outbreak of war continued during the year under review. The divisible pool of
income tax and the share of the provinces estimated at Ra.56- 38 crores and Rs.23-69
crores respectively in the budget for 1944-46 were higher at Rs.61-13 crores and
Rs.26-56 crores (including Rs.49 lakhs on account of the prevmus vear's arrears)
in the revised estimates. Owing to an expected decline in income tax receipts
(vide para 32), the divisible pool at Rs.b7-07 crores in the budget for 1945-46
shows a decrease of Rs.4:06 crores over the revised receipts during 1944-45, and the
upward trend in provincial income tax receipts appears to be arrested, these receipts
being placed lower at Rs.24-04 crores as compared with Rs.26-56 crores, aa detailed
below.

TABLE 15. DIVISIBLE POOL OF TAXES ON INCOME AND DISTRIBUTION
BETWEEN THE CENTRE AND THE PROVINCES.

(In lakhs of rupees)
1944456 1044-45 1945-46
Budget Revised Budget
Total taxos on income other tlmn Corporanon Tax,
vxcluding Central Surcharge . . 62,39 68,39 64,33
Doduct-Portion attributable to taxcs on federal
emoluments and to Chief Commissioncrs’ Provinces
and miscellunoous receipts .. . . e 5,36 6,87 6,83
Deduct shuro of cost of collection . e .. 65 39 43
Divisible Not proceeds of Income Tax .. . .. 59,38 61,13 57,07
Deduct amount, yetained by the Central Government - 32,69 35,06 33,03
Amount payable to provincea .. . . . 23,69 26,07 24,04
Add previous year's arrears .. . . .. vers 49
23,69 26,66 24,04
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In view of the cost (part of which will be passed on to the provinces) of exemption
from income tax in respect of carned income (vide para 32), the provinces are
expected to receive actually Rs.23:29 crores instead of the amount budgeted.

The share of the jute export duty assigned to the jute producing provinces
remains unchanged at Rs.1-40 crores in the budget estimates for 1945-46 as in
the revised estimates for 1944-45. The grants of Rs.3 crores in 1943-44 and Rs.7
crores in 1944-45 represent the ez-gratia subvention to Bongal to enable the province
to meet the heavy expenditure on famine relief.

B. PUBLIC DEBT

36. General —The outstanding features of the public debt of India brought
out by the table at the beginning of this chapter are a 51 per cent. increase in the
total interest bearing obligations of the Government of India (including unfunded
debt and deposits) ; a steady rise upto 1942-43 in the amount of terminable and
non-terminable loans, partly issued in connection with the repatriation of sterling
loans, followed by a markedly quicker increase in tho subsoriptions during the last
two years ; a very considerable increase upto 1942-43 in the volume of floating debt
represented by treasury bills outstanding to about six times their pre-war amount,
largely issued on account of the repatriation of sterling debt, and a heavy decline
in that volume during the last two years pars passu with the large increase in the
volume of funded debt ; a decline upto 1942-43 in the amount of small savings in
Post Offico savings bank deposits, cash andsavings certificates, etc., followed by &
rclatively rapid recovery during the last two years (primarily owing to the introduc-
tion of national savings certificates), The practical elimination of sterling Joans,
which before the war actually exceeded the volumo of rupee loans, is also indicated
in the above table.

(8) GOVERNMENT BALANCES AND SHORT-TERM BoRROWING.
CENTRAL (ROVERNMENT :

37. Balunces.—Statement XI shows the balances of the Central and Provin-
cial Governments scparately with the Reserve Bank of India and at Government
Treasurics at the end of each month during 1944-45. Tho marked rise in the
Central Government’s balances during the year under review refleots tho inoreased
extent to which the expenditure on Allied account is covered by the proceeds of
local borrowing. It also results from the advance payments of income tax, the
deposits in respect of the excess profits tax and of some imported commeodities on
Government account against debits in sterling and the proceeds of sale of lend-lease
silver. The trend towards a rise in the averago level of month-end balances maintain-
ed by Government noticed during 194344 becamo considerably pronounced in
1944-45, when tho balances throughout stood at a far higher level than during the
corresponding months of the previous year and maintained a consistently upward
trend during most of the yesr. The amount of balances increased from the previous
year-end level of Rs.83-49 crores to Ra.108-37 crores at the end of July, Rs.184-80
crores at the end of September, and Rs.250-83 crores at the end of December, closing
with a record position of Ra.268-79 crores on the 31st March 1945. The average
of monthly balances during the ycar was Rs.173-69 crores being nearly six timea tho
average for 1943-44 at Rs.30-25 crores. The highest, lowest and average month-end
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balances of the Central Government for the last six years togother with the closing
balances are shown in the table below :—

(In lakhs of rupees)
Highost Lowost Avorago Yeoar-end
1839-40 .. . .. 16,65 5,03 8,29 15,85
(March) (July)
194041 . . .- 23,08 3,97 10,19 13,67
(February) {April)
104142 .. . . 58,68 . 5,49 15,77 15,15
(February) (June)
1942-43 o . . 25,88 1,67 12,10 17,41
(Fobruary) (August)
194344 .. . .. 83,49 8,39 30,25 83,49
(March) (June)
1944-45 .. . . 270,64 56,27 173,69 268,79
(Junuary) (Moy)

38. Treasury Bills.—Details of the transactions in Central Government treasury
bills since 1918 are given in Statement XII. Darticulars of the weekly and monthly
transactions in these bills during 1944-45 aro given respectively in Statements XT1I
and X1V. The main irends in treasury bill finance noticed during 1943-44 were
projected into the year under review as shown by the continued reduction in out-
standings, comparatively larger responso to tenders and further casing of the rate
offered on these bills. From Rs.282-29 crores on the 19th March 1943, the total
outstanding treasury bills declined by Rs.171-68 crores to Rs.110-61 crores at the
end of 194344 and further by Rs.23-90 crores to Rs.86-71 crores at the close of
1944-45 ; the amount of treasury bills outstanding with the public at the close of
1944-45 stood at Rs.36-83 crores compared with Rs.76:07 crores at the end
of 1943-44 and Rs.123-98 crores at the end of 1942-43. The total sales by
tender during 1944-45 of Central Government treasury bills to the public (there
being no sales of intermediates) stood at Rs.229-28 crores as against Rs.396-19
crores (including Rs.36-48 crores by intermediates) in 1943-44, The amount
offered weekly for tender by the Bank averaged lower at Rs.4-85 crores per
week during the year compared with Rs.7-25 crores during 1943-44, while the ratio
of applications to amounts offered worked out higher at 219 per cent. during 1944-45
as compared with 164 per cent. in the previous year, Tho weckly offer which was
successively reduced from Rs.8 crores to Rs.6 crores on the 29th February 1944,
and to Rs.4 crorcs on the 22nd March was further lowered to Rs.2 crores on the
11th April. It was raised to Rs.4 crores on the 2nd May and to Rs.6 crores on the
30th at which level it was maintained till about the end of Junuary 1945, except for
a period of six weeks from the 4th July to the 8th August when it was lower at Rs.4
crores. The offer was reduced to Rs.4 crores on the 30th January followed by a
further rcduction to Rs.2 crores in the next week ; it was raised to Rs.4 crores on the
6th March at which it remained till the cnd of the year. A greator advantage was
taken during the year under review of the option given in July 1942 to subscribers
to tender in licu of payment in cash against allotment such treasury bills in their
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possession a3 matured between the day on which the tender result was published and
the day preceding the next publication ; the amount. of maturing treasury bills so
offered in 1944-45 aggregated higher at Rs.20-80 crores as against Rs.16-50 crores
in 1943-44 and Rs.8-31 crores in 1942-43.

The amount of Central Government. treasury bills sold in favour of the Issue
Department of the Reserve Bank of India during the year aggregated Rs.144-81
crores compared with Rs.275-73 crores in 1943-44. The requirements of the pro-
vinces in regard to the investment of their surplus funds in Central Government
trecasury bills continued to be met from the holdings of the Issue Department, the
amount thus sold being replaced by purchases from the Central Government at
tap. Similar facilities were also extended to the Government of Burma, Custodian
of Enemy Property and the Board of Commissioners of Currency, Ceylon. All the
provinces except Assam und Bengal invested in the Central Government treasury
bills and the total of their investments which remained at about the same lovel as
in 1943-44, amounted to Rs. 89-28 crores during the year, the shares of the 'unjab,
Bombay and Sind being respectively Rs.21-80 crores, Rs.20-20 crores and Rs.17-95
crores. The provinces held at the end of the year hills of the value of Rs.44-19
crores as against Rs.28-86 crores at the end of 1943-44.

Easicr moncy conditions than during 194344 characterised the year under
review with larger amounts of floating funds sccking investment. Applications
aggregated Rs.551-49 crores in 1944-45 as against an offer of Rs.2562 crores, the
corresponding figures for the previous year being Rs.628-59 crores and Rs.384
crorcs. Iixcept 1n the first two weeks of April 1944 and again in the four weeks of
January 19456 when the bidding at the weckly auction fell short of the amount
offered, the applications remained markedly above the tender limits. The partic-
ularly low level of sales during the last week of December 1944 and three weeks of
January 1945 is partly accounted for by the rejection by the Bank of the greater
part of tenders which it regarded as unduly low, with a view to preventing a temporary
rise in the treasury bill rate. For example, on the 28th December, out of applica-
tions of Rs.8-58 crores as against an offer of Rs.6 crores, bills of the face value of
Rs.44-50 lakhs were sold, tenders below Rs.99-13-9 being rejected. Similarly on
tho 9th and 16th Junuary 1945, when applications at Rs.1-39 crores and Rs.3:28
crores repectively fell short of the weekly offer of Rs.6 crores, tenders below Ra. 99-13-9
were rejected and bills worth Rs.91:75 lakhs and Rs.141 lakhs only were
sold, :

_ The weekly average rate of discount of accepted tenders was lower throughout
the year than in 1943-44 and worked out at the record low figure of Rs.0-7-10 for
the year as against Rs.0-14-5 per cent. per annum for the previous year. The spread
between the highest and lowest rates during the yecar further narrowed down to
Rs.0-8-0 from Rs.0-9-5 in 1943-44 and Rs.0-14-6 in 1942-43. Tho accepted tender
rate rose from Rs.0-12-9 per cent. at the end of 1943-44 to Rs.0-13-0 on the 14th
April, the bighest for the year. With the advent of the slack season the rate steadily
declined, falling to Rs.0-5-11 on the 2nd June. It moved up to Rs.0-8-4 on the 23rd
June and fluctuated around Ra.0-7-10 upto the middlo of December. With the
commencement of the busy season, the rate rose to Rs.0-9-0 on tho 19th January
1945. It remained at this lovel till the 9th February after which a declining
trend set in and the rate slumped to Rs.0-5-0 on the 23rd March, the lowest on
record remaining at this level at the close of the year. The following table gives.
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comparative treasury bill rates for the seven years ended 1944 in India and
certain other empire countries.

TABLE 16, TREASURY BILL RATES IN THE EMPIRE COUNTRIES.

(per cont. per annum)

United Canada Australia South India
Kingdom Africa*

1938 Averago .. .. .o 0:61 0-59 1-75 Q75 1-30
1939 " .. e . 1-19 0-71 1-75 075 2-01
1040 s .. . .o 1-03 . 070 1'58 0-76 1-21
1941 » .. .o .e 1-01 0-58 1-50 0:75 0-7¢4
1042 ” .- .. .. 1-00 0-54 1-50 0-75 0-86
1943 " .o .. . 1-00 0-48 1-48 0-75 0-96
1944 ' 1:00 0-39 1-25 0-76 0-67

* Six months bills.

39. Yield on Treasury Bills.—Tho following table shows the averago true yield
per cent. per annum on Central Government Treasury Bills sold to the public during
cach month of 1944-456 and 1943-44.

TABLE 17. AVERAGE YIELD (MONTHLY) ON CENTRAL GOVT. TREASURY BILLS.

19445 . 1943-44
Month. Bales. Average Sales, Auma
{0008 omittcd) (0008 omittod)

April .. .. .. 6,93,25 079 40,08,25 1-10
May .. .. .. 16,00,00 0-54 43,74,50 1-06
Juno . .. . 30,00,00 0-45 47,10,50 1-04
July e ‘e . 16,00,00 0-49 35,19,26 1-01
August .. e .o 20,00,00 0-44 32,00,00 0-93
Scptembe e .. 30,00,00 0-49 39,06,60 0-85
October ,, . . 24,00,00 0-50 32,03,50 0-76
Navember .. .. 24,00,00 0-51 26,00,00 0-85
December . . 26,63,20 0-51 24,00,00 0-75
January .. . .. 8,04,25 0-56 28,00,00 0-58
February .o .. 9,87,00 051 24,89,50 0-75
March ., . e 18,00,00 032 23,18,75 0-81

Total . 229,27,75 0-49 396,18,75 0-90

The total realisations in respect of treasury bills during the year amounted
to Rs.229 crores as against the aggregate face valuc of sales of bills of Rs.229-28
crores, the corresponding figures for the previous year being Rs.395-30 crores and
Rs.396-19 crores. The monthly yicld, which was mnarkedly lower throughout
the year than in the previous year, averaged 0-49 per cent. as against
0-90 per cent. in 1943-44. It fell from 0-79 per cent. in April, the highest for the
year, to 0-54 per cent. in May and further to 0-45 per cent. in June. During the
following cight months, the yield moved within a -comparatively narrow range of
0-49 and 0-56 per cent. and declined sharply to 0-32 per cent. the lowest on record,
in the closing month of the year.

40, Ways and Means Advances.—~With the great improvement in the Govern-
ment’s ways and means position as reflected in the high level of their balances, they
had no need to approach the Bank for temporary advances during the year under
review ; the total amount of such borrowings from the Bank had been Rs.31 crores
in 194344 as against Rs.162 crores in 1942-43,
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PROVINCIAUL GOVERNMENTS ®

41. Balances and Ways and Means Advances.—Except for the month of October
1944, the aggregate balances of the provincial Governments with tho Bank in 1944-45
were on & higher level than in the previous year (wide Statement XI). The
average of the month-end balances for the year was higher at Rs.17-52 crores as
compared with Rs.12-86 crores in 1943-44 and Rs.8:13 crores in 1942-43. The
year-end balances of the provinces aggregated Rs.29-90 crores of which Bengal
accounted for Rs.14-06 crores. The average of the month-end balances held in
treasuries during the year was also higher at Ra.1-65 crores as againat, Rs.1-14 crores
in the previous year. The month-end balance with the Bank of the Government of
Burma averaged Rs.94 lakhs as compared with Rs.69 lukhs in 1943-44.

During the year all the provinces, with the exception of the United Provinces,
Sind and the North-West Frontier Provinco, had recourse to ways and means
advances from the Bank. The advances aggregated Rs.13-01 crores as compared
with Ra.12-42 crorces in 1943-44.  Of the total advances to provinces, Assam availed
of tho largest. portion viz., R8.9-35crores, of which Rs.1- 15 crores remained outstand-
ing at the cnd of the year. The balance of R3.3:66 vrores representing borrowings
by other provinces was repaid by the end of the ycar. The Government of Burma
borrowed Rs. 1-36 crores during the year as against Rs.3+94 crores in 1943-44, and
there were no outstandings at the end of the year.

42. Treasury Bills.—Statement XV shows the sales of treasury bills by
Provincial Governments during the year underreview. Thetotalsales of treasury bills
by the provinces showed a further increase and amounted to Rs.53-50 crores as
against Rs.45-65 crores in 194344, Of the four provinces which resorted to short-
term borrowing, Bengal issued Rs.35 crores of bills, Assam Rs.16-50 crores
and Madras and Orissa Rs.l crore each. As against Rs.17-30 crores in 1943-44,
the total outstandings at the cnd of the year amounted to Rs.10 crores of which
Assamn accounted for Rs.4-50 crorcs, Bengal for Rs.b crores and Orissa for Rs. 50
lakhs. The average yicld on provineial bills during tho year was lower at 0-56 per
cent. compared with 0-98 per cent. in 1943-44 and 0-82 por cent. in 1942-43.

(b) Lowa TErM DEBT AND OTHER BOREOWING.

43. Government of India Loans.—While Government have financed the war
mainly on a 3 per coent, basis improvement in tho terms of borrowing has been
secured through raising tho periods of maturity of successive fresh issues. Thus there
has been practically a switch over from a relatively short-dated loan, e.g., the 3 per
cent. 1946 Bonds issued in 1940 to a longer-dated loan viz., the 3 per cent. 1959-61"
Second Victory Loan issucd in March 1945 ; Governmont's ability to float loans on
progressively favourable terms has contributed to the stcadiness of the gilt-edged
market and reinforced the policy of cheap money. Considerable reliance has been
placed by the Central Government on borrowing during the last two yoars, the total
of rupee loans having risen from Rs.749 crores in 1942-43 to Rs.1,007 crores in 1943-44
and Rs.1,219 crores in 1944-456., In thc borrowing programme, defence loans have
been supplemented by the issue of rupee counterparts of repatriated sterling loans ;
of the sterling loans repatriated between 1937-38 and 1944-45 amounting to Rs.431
crores, rupee countcrparts were issued to the public in respect of Rs.224 crores
or 52 per cent. During tho year under roview the additional securities made avail-
able to the public included issues of two Victory Loans, Five Year Interest-Free Prize
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Bonds first issucd on the 15th January 1944 and the 3§ per cent. Rupee Counterparts,
the sale of which was resumed in October 1944, Besides, the National Savings
Campaign started last year was actively pursued with the co-operation of the
Provincial authorities and resulted in increases in the various forms of small savings
{vide para 48).

The 3 per cent. Loan 1953-55 (the Fourth Defence Loan) which had been on
tap since the 3rd July 1943 was closed on the 318t March 1944, after the total subscrip-
tions had reached Rs.114- 55 crores. In accordance with the Government's announce-
ment of the 25th March 1944, a ncw 3 per cent. Victory Loan repayable at par
on the 1st September 1957, was issued with effect from the Ist April 1944. Subscrip-
tionstothe Loan were to be received in cash without limit of amount. The issue price
for every Rs.100 nominal was fixed at Rs.100-2-8 during the first week, increasing
thercafter at 8 pies per cent. weekly, approximating to the net weekly interest
accruing. 'The loan eontinued to he on tap until the 17th February 1945 when it was
closed, the total subscriptions amounting to Rs.112-82 crores.

In view of the strong demand, especially on the part of banks for a short-term
investment, the Central Government announced on the 2nd June 1944 the creation
of a special issue of the existing 23 per cent. Loan 1948-52 to the extent of Rs.50
crores. Similarly, the requircments of institutional investors for a long-term scourity
were met by the creation early in October of a third issue of the 3 per cont. Funding
Loan 1966-68 to the extent of Ns.35 crores. Both these issucs continued to
be available for sale on Government account by the Bank according to the usual
procedure for the sale of counterparts and special issues.

Following the closure of the 3 per cent. First Victory Loan 1957 on the 17th
February 1945, Government announced on the 13th March 1945 the issue of the 3
per cent. Second Victory Loan redecmable at par not earlier than the 16th August
1959 and not later than the 15th August 1961, the other terms of the loan being the
same a8 for the First Victory Loan. The list was opened with effect from the 19th
March, and the total subscriptions upto the 3lst March 1945 amounted to
Rs.6,14,55,200.

In response tothe demand mainly of institutional investors, rupee countcrparts
of repatriated sterling loana were also sold to the extent of Rs.14-95 crores between
the 23rd October 1944 and the 9th January 1945, OQutstandings (with the public
and the Bank) of the various counterparts as at the end of each year since 1940-41
are shown below.

TABLE 18. OUTSTANDINGS OF RUPEE COUNTERPARTS OF REPATRIATED
STERLING LOANS.
{In crores of rupees)

1940-41 1941-42 104243 194344 194445

3 per cent. Paper . . 2-89 3-39 3-07 5-28 528
3} ” " . .. 938 17:28 55-73 133-78 148:73
5 ” 194247 .. .- 7-48 0:29 . .. ..
4 . 1950-65 .. <. 1872 8-08 8-08 6-73 874
4 195868 .. .- 7-27 5-84 5-84 5:85 6-85
4 " 1948-53 .. ‘e 6-36 4-72 5:02 5-02 5-02
33 »” 1954-69 .. . 3:96 12-24 12-32 12-35 12-37
3 v 1949-52 .. . 5-24 7-28 7-48 7-48 7-48
3 - 1951-54* .. .. . 10-95 18-79 18-79 1679
3 . 1063-65¢ .. . .. 13-05 16-01 16-01 16-01
Total .. 61:27 83-10 131-24 209-29 224-26

® Created against conversion of 41 per cent. Loan 1950-55 for Ra. 15,16,37,400.
t Created against conversion of 4} per cent. Loan 19568-68 for Ra. 13,40,10,200.
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The following table shows the total subscriptions to various Defence Loans,
different kinds of Postal and other small savings, and issues of counterparts
made in connection with the financing of the repatriation operations during each of
the yoars 1940-41 (the Defence Loan programme having been started in June 1940)
to 1944-45. Investments during 1944-45 amounted to Rs.265-30 crores as against
341-49 crores in the preceding year and accounted for 30-9 per cent. of the aggregate
investments at Rs.857-75 crores during the whole period of the programme. The
lower figure for 1944-45 should be regarded in the context of other anti-inflationary
measures newly introduced during the year such as the 100 per cent. immobilisation
of excess profite, *“ Pay-as-you-carn ”’ income-tax collections and the sales of gold
and silver.

TABLE 19. SUBSCRIPTIONS TO INDIAN DEFENCE LOANS INCLUDING SMALL SAVINGS.

{In lakhs of rupees)
104041 1941-42 1842-43 194344 1944-40 Total

3 per cent. Six Year Defence Bonds

(a) First serien .. .. 71 .. .. .. . 71
(6) Second series .. 44,43 .. 20,00* .. 64,43
3 per cent, Sceond Defenco Loan 1949.52. 3,47 5‘5 6‘) .. .. .. 59,16
Three Year Interest Free Bonds e 2,34 34 32 | —9 2,9
3 per cent. Loan 1961-64 {(Third Defence
Loan) .. .. . 40,01 14,79 . 54,80
Rupee (,ounterpnrtn (Net Invmtmnnts) 61,27 21,83 48,14 78,05 14,97 724,26
3 per cent. Loan 1963-65 (Special lssve). . . .. 15,00 15,21 .. 30,21
3 per cent. Funding Loan 1986-68 .. . .. .. 75,12% 35,000 110,12
3 per cent. Loan 1963-65 (Fourth Defence
Loan) . .. . .. .. 110,85 3,73 114,58
Five Year Interest Froe Prize Bonds .. e . . 1,81 2,34 4,15
3 per cent. Victory Loan 1957 .. .. . . .. 112,82 112,82
3 per cent. Becond Viotory Loan 19u9 61. .. .. .. .. 8,15 6,15
2% per cent. Loan 1948-52 . . .- .. 50,00* 50,00
Post (ffice Cash Certificates .. --10 04 —7.97 —444 7 1,17 --21L2
Defence Savings Certificates .. o 2,29 2,08 1,21 1,41 —5b6 6,42
National Savings Certificates .. . . .. e 8,85 19,38 28,03
Post Office Savings Bank e .. —18,81 —7,44 15 11,96 16,03 1,89
Post Office Defence 8avings Bank .. .- 11 29 3,58 4,36 8,33
Total .. 85,68 64,62 100,68 341,49 26530 857,75

44. Repayment of Loans-—No Central Government loans matured for
redemption during the year 1944-45,

45. Provision for Reduction of Debt.—Since 1934-35 a provision of Rs.3
crores has been made annusally from revenue for reduction of debt. Particulars
for the last three yecars are given below:—

(Tn lakhs of rupees)

1943-44 1944-46 1946-46

Revised Budget

1. Sinking Fund .. .. .. . .. .. 95-04 95-04 95-04
2. Other appropriationa .- .. . .. 2,04-06 2,04-96 2,04-96
Total «  3,00:00 3,00:00 3,00-00

* Includes amounts taken up by the Government of India in their Cash Balance Investment
Account.
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46. Composition of Total Rupee and Sterling Debt since 1913-14,—Statement
XVI gives the outstandings of the rupee and sterling debt of the Government of
India as at the end of each quingnennium from 1913-14 to 1938-39 and as at the end
of each financial year thereafter. The terminable part of the funded debt is classified
according to the period of maturity.

The total public debt of India rose from Rs.1,381-83 crores at the end of
1943-44 to Rs.1,609:65 crores at the end of 1944-45, of which the sterling debt
accounted for Rs.37-80 crores or 2-3 per cent. against Rs.39-14 crores at the end of
the preceding year. The entire sterling debt at the end of 1944-45 comprised
Rs.34-20 crores of loans (including Rs.2062 crores of British War Loan 1929-47
on account of war contribution) and Rs.3-60 crores of service funds,

The total intercst bearing obligations (vide the Explanatory Memorandum on
the Central Government Budget for 1945-46) increased by RRa.642 crores from Rs.1,206
crores at the end of 1938-39 to Rs.1,848 crores at the end of 1944-45 (revised).
These figures include liabilities in respect of the British War Loan which romains
suspended since 1931-32 and for accounting reasons the capital portion of the Railway
annuities which were funded in 1942-43. Similarly the balances of depreciation
and reserve funds of Railways, Posts and Telegraphs and certain other deposits
mainly in respect of the excess profits tax and the income tax arc also included.
Deducting liabilities in respect of these items, the total regular interest bearing debt
may be placed at Rs.1,568 crores at the end of 1944-45 (revised) as compared with
Rs.1,158 crores at the end of 1938-39; according to the budget estimates it is expected
to amount to Rs.1,915 crores at the end of 1945-46. Tho total interest bearing
obligations tncluding deposits increased to Rs.1,512 crores at the end of 1943-44 and
to Rs.1,798 crores at the end of 1944-45 compared with Rs.1,185 crores at the end
of 1938-39 or by Ra.327 crores and Rs.614 crores respectively. As against the
total debt of Rs.1,848 crores at the end of 1944-45, the assets held by Government
totalled Rs.1,316 crores, made up of (1) the capital outlay on Railways Rs.788 crores,
(2) capital advance to other Commercial Departments of the Central Government,
Provinces and States Rs.138 crores, (3)debt due from Burma Rs.48 crores,
(4) deposits from His Majesty’s Government for redemption of Railway annuities
Rs.29 crorcs and (5) cash end seouritics bheld on treasury account Rs.312
Crores.

471. Conversion of Government Promissory Notes into Stock Certificates, and
Subsidiary General Ledger Accounts,—The investing public continued to avail
themselves of the facilities extended under the scheme introduced on the 1st March
1942 for conversion (without charge) of Government Promissory Notesin to Stock
Certificates and vice-verss. Conversions of Promissory Notes into Stock Certificates
during 1944-46 amounted to Rs.44-95 crores compared with Rs.50-23 crores in
1943-44, the total amount converted since the introduction of the scheme being
Rs.276:33 crores, Reconversions of Stock Certificates into Promissory Notes during
the year amounted to Rs.18-44 crores as against Rs.18-66 crores in 1943-44 and the
aggregate of Rs.49-76 crores since the 1st March 1942. The facility allowed by the
Bank for holding securities on Subsidiary General Ledger Accounts also continued
to be availed of by institutional investors. The distribution sccording to the form
inlwhich the total rupee debt is held by the public is indicatod in the table
below :—
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Percentage to Total Rupee Debt.

Stock Mige. (s.e., G. P.
As on G. P, Notes Certificates S.G.L. AJo. Notes & Stock
held in London)
31-3-1842 .. . .. 53-69 15-40 30-57 0-3¢4
31-3-1843 .. . .. 25-69 31-28 42- 85 0-27
313-1944 .. 'e ‘e 32-65 28-88 3827 0-20
31-3-19456 .. .e ‘e 37-05 25-95 36-85 0-15

The initial preference shown by -many investors after the introduction of the
free conversion schomo for holding Government debt in the form of Stock Certificates
as against Promissory Notes appears to have worn off during tho succeeding years.
The percentage of G.P. notes to total Rupee Debt which stood at 256°60 at the end of
1942-43 has gone up to 37-05 by the end of 1944-45, while that of Stock Certificates
has declined from 31-28 to 25-95.

48. Post Qffice Certificates and Savings Bank Deposits. ~—Statement XVII showa
the transactions in Post Office Five Year Cash Certificates since their inception in
1917-18, Ten Year Defence Savings Certificates first introduced in June 1940 and
Twelve Year National Savings Certificates issued from the 1st October 1943 toreplace
the Ten Year Defence Savings Certificates. Statement XVIII gives information
regarding the Post Office Savings Bank since 1913-14 and the Defence Savings Bank
which started operations from the 1st April 1941. Particulars of monthly transac-
tions in the various types of small savings are given in Statement XIX.

The net investment in all theso forms of savings averaged Rs.3.37 crores per
month in 1944-45 as against Rs.2.14 crores in the previous year. In December
1944, with a view to liberalising the terms of issue of the National Savings Certificates,
Government reviscd the rules first framed in September 1943 in regard to subscrip-
tions to these certificates. Under the new rules, the limit of joint holdings was raised
from Rs.5,000 to Rs.10,000, minors and charitable bodies of the nature of Trusts were
allowed to invest and holders were allowed to tender the certificates in payment
of Government dues. The new rulesalso provided for the issue of two fresh denomina-
tions, viz. Rs.5,000 to mcet the convenience of tho large investor and Rs.b to
encourage the small saver ; maximum holding in respect of the Rs.5 denomination
was limited to Rs.125 and the period of non-encashability was fixed lower at 18
months against 36 months in respect of other denominations. An amendment to
the rules of the Post Office Savings Bank in February 1945 raised the maximum limit
of deposits from Rs.1,600 to Rs.5,000 during any financial year. The total net
accrual of various forms of small savings during 1944-45 was Rs.40-38 crores as
against Rs.25-67 crores in 1943-44, detailed as follows.

(In lakhs of rupees)

Outstandings of 194041 194142 104243 194344 194445

Clash Certificates .. .. .. 46,98 39,01 34,57 34,64 35,81
Defence Savings Certificates .. 2,29 4,35 5,56 6,97 6.42
National Savinge Certificates . R veen e 8,85 28,03
Savings Banks Deposits .. = .. 59,57 52,13 52,28 64,24 80,27
Defence Suvings Bank Deposits. Vees 11 40 3,98 8,33
Tatal .. 108,84 95,60 92,81 118,48 158,86
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The yield on the Post Office Five Year Cash Certificates, the Ten Year Defence
Savings Certificates and the Twelve Year National Savings Certificates continued
unchanged at 24, 3} and 3} per cent. (compound interest) respectively. New invest-
ments in Post Office Cash Certificates during the year remained practically unchanged
at Rs.5-48 crores, while withdrawals at Rs.4:31 crores showed a decline of Rs.1:12
crores over the previous year ; the amount outstanding at the end of March 1945 at
Rs.35-81 crores was higher than at the end of March 1944 by Ra.1-17 crores. As
regards Defence Savings Certificates, repayments during thoe year under review
amounted to Rs.55 lakhs and their outstanding amount decreased to Rs.6-42 crores
at tho end of 1944-45. Investments in National Savings Certificates during the year
amounted to Rs.19-39 crores or 48 per cent. of the aggregate net accrual of Rs.40-348
crores under the various forms of small savings, receipts during the last quarter being
nearly Rs.10 crores ; the outstandings at the end of March 1945 stood at Rs.28-03
crores as against Ra.8-65 crores at the end of 1943-44. Deposits during the yearin
the Post Office Savings Bank at Rs.43-76 crores were the largest of all years during
the war period and their total amount outstanding rosc to Rs.80-27 crores compared
with Rs.64-24 crores at the end of 1943-44. Deposits in the Post Office Defence
Savings Bank also increased to Rs.4- 37 crores in 1944-45 as against Rs.3-59 crores in
1943-44 and Rs.29 lakhs in 1942-43, the year-end outstandings being Rs.8-33 crores.
Of the aggregate small savings during the ycar the United Provinces accounted for
Rs.6-8 crores or 17-1 per cent., Bombay for Rs.6-2 crores or 15-5 per cent., the
Punjab for Rs.6-1 crores or 15-3 per cent. and Bengal for Rs.5-0 crores or 12-7 per
cent., while the share of the Indian States amounted to Rs.4.2 crores or 10-5 per
cent.

49, Provincial Loans.—On the 8th August 1944 six Provincial Governments,
viz., the United Provinces, Bombay, the Punjab, Sind, Madras and the Central Pro-
vinces and Berar, notified simultancously the flotation of 3 per cent. medium dated
loans of the aggregate value of Rs,13-28 crores repayable at par on the 16th August
1968, the respective amounts issued being Rs.3,50 lakhs, Rs.3,44 lakhs, Rs.2,70 lakhs,
Rs.2,00 lakhs, Rs.1,10 lakhs and Rs.53} lakhs. The Bombay, Madras and the Central
Provinces loans were issued at par and the remaining three loans at Rs.98-8-0 for
every Rs.100 nominal. The loans were open for one day only viz., the 15th August
1944, and were fully subscribed after a call on underwriters. The object of the
loans, as in tho case of those floated during the previous two years, was to make
advance repayment of & part of the loans carrying a higher rate of interest taken from
the Central Government to financo remunerative capital expenditure prior to the
inauguration of Provincial Autonomy in April 1937. The total amount thus raised
during the three years 1942-43 to 1944-45 aggrcgated Rs.28-78 crores. During
the year the 3} per cent. United Provinces Encumbered Estates Act Bonds of the
aggregate nominal value of Rs.79,61,400 were also issued as agamst ‘Rs.91,03,900
during 1943-44.

The 5 per cent. United Provinces Loan 1944 fell due Ior redemptxon on the
1st October 1944 and was notified for repayment at par on the 30th September 1944
(the 1st October 1944 being a Sunday). Of the total outstandings before repayment
viz.,, Rs8.2,57,89,100, the amount paid off to the end of March 1945 came to
Rs.2,29,66,300. The 3} per cent. United Provinces Encumbered Estates Act Bonds
of the total nominal value of Rs.11,50,000 were drawn for redemption during tho
year under SBection 30 of the Act out of which Bonds of Rs.2,46,700 have been paid
off in cash up to the 31st March 1945.



60. The Debt Position of Provinces.—Statement XX shows the consolidated
dobt position of the provinces as at the end of each of the years 1936-37 to 1944-45.
The debt owed by the provinces to tho Centre has doclined progressively throughout
the period of war, and particularly during the last two years and stood at Rs.G6-48
crores at the end of 194445 as against Rs.111.11 crores at the close of 1942-43, the
repayment of Ra.22-43 crores of the Lloyd Barrago Dobt in April 1944 being a principal
item of the reduction during the period. The increase in the gross total debt from
Rs.166.72 crores at the end of 1942-43 to Rs.189-24 crores at the end of 1944-45
is primarily accounted for by larger floating debt. This rose from Rs.82 lakhsat the
close of 1942-43 to Rs.29.44 crorcs at the close of 1943-44 and further to Rs.68-23
crores at the closo of 1944-45, of which Bengal alone accounted for Rs.23-7b crores,
and Rs.62-41 crores respectively during the last two years. The closing cash balances
of the provinces rose during the war from Rs.9-59 crores in 1939-40 to Rs.19-11
crores in 1941-42, and Rs.30-44 crores in 1942-43 and stood at Rs.36-96 crores at
the end of tho year under review.

61. Repatriation of Sterling Debt.—Of the total interest bearing sterling obliga-
tions of the Government of India at the end of 1936-37 of £356-05 million
comprising loans £291-53 million, Railway annuities £39-86 million and Railway
debentures £24-66 million, the debt outstanding at the end of 1944-45 stood at
£10 million (excluding the liability of £15-47 million in respect of the British
Government b per cent. War Loan 1929-47 which remains suspended since the 1st
July 1931). The debt paid off during the period totalled £322-84 million (Rs.430-46
crores) including additions to debt in respect of Railway debentures offset by cancella-
tions under the Jast India Loans Act 1937 and by payments on account of Railway
annuities till tho 1st October 1942 when thcse were funded. Of the total debt
of Rs.430-46 crores discharged, Rs8.3-99 crores was repaid in 1937-38; Rs.22-79
crores in 1939-40 ; Ra.95-05 crores in 1940-41 ; Rs.132- 05 crores in 1941-42 ; Rs.158-67
crores in 1942-43 ; Rs.17-36 crorcs in 1943-44 and Rs.0-55 crores during the year
under review. ‘With the virtual completion in 1943-44 of the various schemes of re-
patriation, the debt repaid during 1944-45related to cancellations of repatriated stocks
not surrendered earlier.. In addition (1) the Madras and Southern Mahratta, (2)
the South Indian and (3) the Bengal Nagpur Railways were acquired respectively
at a coat of £5-28 million, £1-11 million and £3-60 million, due notice having been
given for the premature termination of the contracts. The total cost of purchase of
various railways acquired during the war amounted to £30- 7 million (Rs.41 crores).

The total liabilities repatriated during the eight year period 1937-38 to
1944-45 included Rs.119-87 crores of terminable stocks, Rs.231-34 crores of non-
terminable stocks, Rs.36-08 crores of Railway anuuities and Rs.43-17 crores of
Railway debenturcs. Of the total loans repaid, Rs.71-32 crores was repatriated
under open market operations between 1937-38 and 1943-44, Rs.2- 69 crorcs under the
Licence Scheme of February 1940, Rs.99-77 crores under the Vesting Order of
February 1941 in respect of terminable loans, Rs.106-19 crores under the Vesting
Order of December 1941 in respect of 2} per cent. and 3 per cent. sterling stocks and
Rs.75-93 crores of 3} per cent. stock under the notice of redemption of December
1941. The funding of the Railway annuities involving a transfer of Rs.40 crores to
His Msjesty’s Government was put through on the lst October 1942. Railway
debentures of Ra.26-60 crores wero ropatriated under the Vesting Order of January
1943, while of the balance of Rs.16-57 crores, Rs.11-87 crores was redcemed on the
4th February 1944 after the necessary one year’s notice, and Rs.4-70 crores was
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purchased in the open market. The particulars of debt cancelled year by year under
the various schemes of repatriation are shown in the following table.

TABLE 20. AMOUNTS OF STERLING DEBT REPATRIATED UNDER
S SCHEMES SINCE 1937-38.

Face Purchase Amount of

Manner of Repatriation. Value Valae Rupee Counter~
parts created
(£ million) (£ million) (Rs. crores) (Re. crores)
1937-38 Open market purchase . e 2-99 3-04 4-05 1412
1930-40 ,, » » .. . - 17°09 18-54 22-06 22-79
194041 1.,, ”» 9:22 8:52 11-38 12-10
2. " Licence scheme of 22nd Febru.ary
1940 2-02 2-02 2-69 2-69
3. Fimst compuhory scheme of 8th
February 1841 .. .. . 60-05 64-70 86-27 80:07
194142 1. Open market purchases . 12:11 12-38 16-48 16-14
2. First compulsory schemo of the
8th February 1941 .. 13-08 14-14 18-85 17-44
3. Second compulsory scheme of the
24th December 1941 .. . 73-85 85-78 87-71
104243 1. Open market purchascs .. 10-48 10-40 14-00 11:40
2. First compulsory schemo of 8th

February 1941 (including special

arrangement) .. 1-45 1-13 2-02 1-20
3. Second compulsory ncheme of the

24th December 1941 (including

special arrangement) .. 5-22 4-31 6-12 2-3v
4. Redemption of 3} per cont, au.rhug

stock 1931 or aflor . 66-21 58-21 74-95 67-63*
5. Funding of Ruilway annuities .. 27-06 30-05 40:07 vene
6. Repatriation of leway deben.

ture stocks . . . 18:568 18-38 24-51

194344 1. Open market purohsses . 1-60 1-63 2:17 veee

2. First compulsory schome of the 8th

February 1941 (including special

arrangement) .. 016 0-16 0-22 0-04
8. Second compulsory scheme of the

24th Decemaber 1841 (including

special arrangement) .. 0-32 0-28 0-37 30-38¢
4. Redemption of 3} per cent. surlmg
atock 1931 or after . 0-71 0-71 0-94 8-00*

6. Redvmption of 3} per cent.
debenture stocks of E.I, &

CLP. & BB & CL Rlys, .. 8-90 8-90¢ 11-87
6. Repatriation of R.mlwsy deben-
ture stocks . . ’e 1-33 1-29 172

104446 1. TFirst compulsory scheme of the
8th February 1841 (including
specisl arrangement) .. 0-09 0-09 0-12 0-02
2, Seocond compulsory socheme of the
24th Decombor 1941 (including

spociol arrangement) .. 0-25 0-2t 0-28 0-15
3. Redoemption of 3} per cent, atorlmg
stock 1931 or after . 0-03 0-03 0-04 caes
4. Repatriation of Ra.llway d.oben-
ture stocks . 0-04 0-04 0-05
Total o 322-84 320-92 428-91 273-56

* Created against cancellation of £56-72 million of 3} per cent. Sterling Stock 1931 or after.
t Includes counterparts for Rs.30 crores created against cancellation of £26-25 million of 3 per
eent. Sterling Stook 1948 or after during the period 2nd March to 16th June, 1942. } Provisional.



TABLE 21.—DISPOSAL OF REPATRIATED STERLING DEBT.
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(In lakhs of rupees)
Amount Repatriated Rupee Additions to Rupee Debt (Permanent Debt); Reduetion in Debt
counterparts Holdings of Rupee Counterparts
Year created
Face Market Debt Rupee
valae value Public Bank Government  Total cancelled on counterparts Tatal
repatriation  cancelled
1037-38 .. 3,99 4,05 1,12 1,12 1,12 2,87 cees 287
193940 . 22,79 22,05 22,79 22,79 22,79 vene ceee
194041 95,06 100,32 94,863 10,21 37,23 47,42 94,86 19 [N 19
194142 132,05 123,04 37,106 41,42 —5,77 —46,28 —10,63 98,47 47,73 146,20
194243 158,67 161,67 82,62 45,85 2,30 33,46 96,624 61,06 1,01 62,06
184344 17,36 17,29 38,42¢ 79,37 —1,33 —40,96 37,08 —21,08 1,3¢ —19,72
194445 65 49 18 23,20 —8,22 —14,80 18 37 eas 37
Total 430,46 428,91 271,09 200,05 24,21 2,75 242,01 141,89 50,08 191,97

a. Differs from the face value by Re.19 lakhs due to 33 Rupee Paper being created against a portion of 2} per cent. sterling stock 1926 or after,

b. Inoludes an additional Ra.3,52 lakhs on eccount of conversion of (1) 4} per cent. Loan 1850-56 into 3 per cent, Loan 1951.54, (2) 4}
per cent. Losn 1958-68 into 3 per cent. Loan 1983-65 and (3) 3 per cent. Paper into 3} per cent. Paper.

c. Includes 3 per cent. Paper of the value of (1) Ra.8 crores created in lieu of the redemption of 3} per cent. Sterling Stock 1931 or after and
(2) Rs.30 crores oreated in lien of cancellation of 3 per oent. stock 1948 or after.

d. Includes Rs.15 crores of 3 per cent. Loan 1963-65 (special issve) in connection with the funding of the Railway annmities.
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TABLE 22, AMOUNTS OF LOANS AND OTHER STERLING DEBT REPATRIATED SINCE 1937.38.

(In lakhs of rupees)
Your Terminable Loans Non~Terminable Tatal Total
o il ol il e i WS B WE T

193738 .. . 67 .. 86 68 .. 68 2,87 32 80 1,12 3,90 3,99

193040 .. . 55 20 1,03 2,86 1,39 4,31 10,34 4,95 . 7,50 12,45 2,19 2,7

3 194041 9,86 1066 10,85 34,39 14,25 6,03 86,24 66 3,18 4,07 851 SS,GI 95,05

194142 .. .. 97 139 1,64 873 42 1,17 1816 13,23 8533 1533 11389 13205 132,05
194243 .. .. 25 7 58 66 40 1,93 99 598 86,35 9332 95,25 27,35 158,68*

194344 .. .- 1 3 2 10 5 .o 21 5 38 o4 1,37 1,58 15,77 17,35

184445 .. . 4 2 . 6 e .. 12 19 15 4 33 80 5 55

Total Face Value .. 12,45 1237 15,08 4745 20,35 12,19 119,87 15,12 100,29 115,93 231,34 351,21 43,17 43046

S~ Includes R4.36°08 crores of the capital portion of the Railway annuities funded on the st October 1942,
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The total amount of rupee counterparts created in lieu of the loans repaid was
Rs.277-09 crores. Of these, Rs.50- 08 crores or 18 per cent. were cancelled while the
remaining are held by the public, the Bank and in the investment portfolio of the
Government, the respective amounts at the end of 1944-45 being Rs.200-05 crores,
Rs.24-21 crores and Rs.2-75 crores. No counterparts were created either in respect
of the funding of Railway annuities or the purchase of the Railway debenture stocks.
The creation of counterparts was not always resorted to as & mode of financing the
repatriation operations in respect of loans andin certain cases counterparts wero
subsequently created. Counterparts were issued on repatriation in respect of the
loans repaid under the first Compulsory Scheme of February 1941 wiz., 5 per cent.
Loan 1942-47, 4} per cent. Loan 1950-55, 4} per cent. Loan 1958-68, 4 per cent. Loan
1948-53, 3} per cent. Loan 1954-569 and 3 per cent. Loan 1949-62. As against the
total open market purchases of Rs.17-36 crores of terminable stock, rupee counter-
parts of the face value of Rs,14 49 crores were creatod while the balance was cancelled
by Government ; counterparts amounting to Rs.49:61 crores were also created in
respect of the entire amount of the non-terminable loans similarly acquired. The
conversions into rupee counterparts under the Licence Scheme of February 1940
aggregated £2-02 million (Rs.2-69 crores) made up of £1-85 million of terminable
loans and £0-17 million of non-terminable loans. 1In respect of the non-terminable
loans repatriated under the second Compulsory Schemo of December 1941 and under
the notice of redemption of the same date, total counterparts of the face value of
Rs.108- 46 crores were created. Apart from the creation of counterparts on ropatria-
tion, Government financed the repatriation operations either through their own .
balances or ways and means advances from the Bank or through the issue of ad hoc
treasury billstothe Bank. Of Rs.40 crores (£30 million) transferred to His Majesty’s
Government in respect of the Railway annuities in October 1942, Rs.30 crores
was provided in the first instance through the issue to the Bank of ad koc treasury
bills and Rs.10 orores from ways and means advances. Against this temporary debt
the Bank was reimbursed to the extent of Rs.15 crores by a special issue of the 3 per
cont. Loan 1963-65 in October 1942.  Against Rs.430- 46 crores of storling debt wiped
out, additions to the rupee debt by tho ond of 1944-45 accounted for Rs.242 crores or
56 per cent., while the total cancellations aggregated Rs.191-97 crores, made up of
Rs.50-08 crores of rupee counterparts (including the repayment on maturity of 5
per cent. Loan 1942-47), and Rs.141-89 crores of debt cancelled on repatriation
(vide table No. 21). The cost of acquisition of terminable stocks of the face
value of Rs.119:87 crores amounted to Rs.129 crores or 108 per cent., all loans
excepting one viz., 3 per cent. Loan 1949-52 having been purchased at a premium
ranging from 12- 6 per cent. in the case of 4} per cent. Loan 1958-68 to 2-5 per cent.
in the case of 3} per cent. Loan 1954-59. As against this, non-terminable stocks
of the face value of Rs.231-34 crores were acquired at a cost of Rs.216-87 crores
or 94 per cent., tho discount varying from 22-5 per cent. in the case of 2} per cent.
stock to 0-7 per cent. in the case of 3} per cent. stock.

VI. CAPITAL MARKETS, MONEY AND BANKING

02. Government Securities Market.—The history of the long-term interest rate
since the early 'thirties, particularly the rato of long-term Govornment borrowing, is
one of steady decline in most or all countries. The yield on Government bonds
haa been graduslly falling in most countries particularly during the period of war,
accompanying an approciation in Government security values; the trend may be
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ascribed generally to the deliberate policy of central banks, through low discount
rates and open market operations, to ensure conditions of cheap and abundant credit
in the first place as a basis of recovery from depression and latterly with a view to
holding down the financial costs of war. Statement XXI givos the highest and
lowest prices of representative rupee securities of the Government of India since
1914-16, while statement XXII shows their highost, lowest and average prices and
average yield during each month of the year under review.

The gilt-edged market maintained a firm tendency during the greater part of
the year, being mainly influenced by the favourable developments in the war situation.
The continued abundance of short-term funds seeking investment in Jiquid form led
to general improvement in prices, the closing quotations of most of the loans at the
end of March 1945 showing gains over the previous year. The Economic Adviser’s
Index Number of the prices of Government Becurities (1927-28 =100) averaged
higher at 118-0 during 1944-45 compared with 117-2 in the preceding year. After
cloging at 117-7 in March 1944, it temporerily receded to 117-5 in April and steadily
advanced thereafter to 118-2in July, remaining round about that level upto December.
Daring the last quarter, however, it slightly eased, and stood at 117-6 in March 1945.

The casier feeling noticed towards the close of March 1944, following
the developments on the Assam-Burma front, continued during the early part of
April, partly as a result of selling by apeculative holders. The 34 per cent. undated
Rupee Paper, which had declined from Rs.99-6-0 on the 4th March 1944 to Rs.98-3-0
at the close of last year, fell further to Rs.96-2-0 by the 10th April, the lowest level
reached during the year under review. The terminable loans, particularly the
longer-dated, also showed a steep decline, the 3 per cent. Loan 1963-656 and the 4
per cent. Loan 1960-70 touching their lowest levels of the year at reapectively
Rs.96-8-0 and Rs.110-4-0 on the 11th April. A recovery followed, and, by the end
of April, most of the sorips had made up a large part of their carly losses. The
circular letter issued by the Reserve Bank of India to scheduled banks on the 22nd
April, advising them to refrain from extending credit against Government seourities
for speculative purposes appeared to have had the desired effect. The 3} per cent.
undated Rupee Paper improved from Rs.96-2-0 on the 10th April to Rs.98-5-0 by
the 29th. Between May and December, the market was generslly active and the
creation of two special issues, one short-term viz., the 23 per cent. Loan 1948-52 and
one Jong-term viz,, the 3 per cent. Funding Loan 1966-68 (vide para 43) imparted
further strength to the market. The 3} per cent. undated Rupee Paper was conti-
nually marked up until, for the first time since the 4th January 1937, it touched par
on the 16th November, and stood at Rs.100-1-0 on the 18th of that month. In view
of the widening demand for this scrip the sales of rupee counterparts of 3} per cent.
undated Paper which had been discontinued on the 16th October 1943, were resumed
from the 23rd October 1944, and Paper worth Rs.14-95 crores was sold till the 9th
January 19456 when the sale was discontinued. The market in terminable loans
showed & steady risc and some of the loans, e.g. the 3 per cent. Loan 1951-54 and the
34 per cent. Loan 1947-50, touched their highest levels in November at Ra.101-3-0
and Rs.104-4-0 respectively. The quotations were well maintained till the close of
December when, owing mainly to year-end selling, a slight reaction set in, and the
market was inclined to be quiet for the rest of the year, the closing quotations of the
representative loans receding from the higher levels reached earlier. The 3} per
cent. undated Rupee Paper continued to be quoted at about par till the close of
December when it receded to Rs.99-13-0, and, after fluctuating between Rs. 99-14-0
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and Rs.99-6-0, closed at Rs.99-9-0 or Ra.1-6-0 higher than the previous year’s closing
price. 'The 3 per cent. undated Rupee Paper also showed a substantial risc during the
year and closed higher at Rs.90-12-0 on the 31st March 1945 as against Rs.89-8-0
at the end of the previous ycar. Most of the loans in the terminable scction
closed higher on balance, the 3 per cent. Loan 1949-52 and the 4} per cent. Loan
1955-60 finishing at Rs.101-9-0 and Rs.117-4-0 respectively showing gains of Rs.1-0-0
and Rs.1-6-0 as compared with the previous year’s closing prices.

The Provincial Loans generally followed the trend of the Central Loans.
After an initial set-back in the year, the loanstended to show a steady improvement,
some registering substantial gains by the end of March 1945. The 3 per cent. Punjab
Loan 1949 and the 3 per cent. Central Provinces and Berar Loan 1949, stood st
Rs.101-1-0 on the 31st March 1945 or higher than the previous year's closing prices
by about annas 13 in each case.

The table below gives the average face value and market value of rupee
securities of the Government of India for each of the nine years 1936-37 to 1944-45,
and for each of the months of the year under review.

TABLE 23. FACE VALUE AND MARKET VALUE OF RUPEE SECURITIES OF THE
GOVERNMENT OF INDIA

(In orores of rupees)

Year Face Value Market Valuo Percentugo of
(1} (2) )] (3) to (2)
1936-37 .. . . . .. 437-33 470-86 107-7
1937-38 .. . . . . 437-39 463-86 106-0
193839 .. .. .. .. v 447-92 471-23 105-2
193940 .. . . .. .. 4567-56 454-598 99-4
Kive pre-war months to Aogust 1939 441-8¢ 45378 102-7
Beven war months to March 1940 .. 441-32 42¢-53 96-6
194041 .. .. .. e .. H02-73 496-73 98-8
194142 . . .. .e e 587-92 58926 100-04
194243 .. ‘e .. . .. 663-84. 660-10 09-44
184344 .. . .- .. . 873-08 878-58 100-63
1944-45 .. .. Ve .. .. 11,26-28 11,40-09 101-23
April .. .. e e .. 10,14 -44 10,16-34 100-07
May .. .. .. .. .. 12,21-29 10,30-97 100-96
June .. .. .. v . 10,78-81 10,92-11 101-23
July .. .. . . e 10,86- 54 11,02-04 101-43
August .. .. . .e 10,99-41 11,16-87 101-50
Septcmber .. .. .. . 1),06-48 11,21-7¢ 101-38
Qotober . .. .. .. 11,6161 11,8777 101-40
November .. .. .. .. 11,64-368 11,82-07 101-52
Deoember .. . .. .. 11,74-59 11,92-33 101-51
January Ve .. . .. 11,86-36 12,02-03 101-32
February .. .. . . 12,12-50 12,25-26 101-05
March .. e 12,18-97 12,33-53 101-19

63. Industrial Share Market.—--Prices in the industrial share market generally
remained on a higher level during the year under roview. The improvement regis-
tered, however, was much less marked than in the preceding year, owing mainly to
the bearish view taken by the market of the favourable trend of war developments.
The Economic Adviser's Index Numbers of variable yield securities and fixed yicld
securitics rose by 8 per cent. and 7 per cent. respoctively as against 30 per cent. and
13 per cent. in 1943-44 (vide Statement XXIV)., Compared with the somewhat
irregular movement in the variable yicld section, the quotations in the fixed yield
section showed a consistently upward trend : & majority of these scrips being tax-free
in this country investors have switched over to them to avoid taxation on dividends
during the war and capital depreciation during the post-war period.
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The following table based on the indices compiled by * Capital ” (August
1939 = 100) shows the gencral trends in pricc movements during the last four years
of the various groups of variable yield industrial sccurities.

TABLE 24. TRENDS IN VARIABLE YIELD INDUSTRIAL SECURITIES

1939
September 194142 194243 194344 194445

Banks .. .o .- .- 86-6 110-8 L1175 1656-5 162-4
Cotton Mills . .. . 121-4 117-2 2135 2895 245-7
Couls .. .. .. .. 120-9 125-3 133-8 190-4 280-8
Jute Miils .. .. . .. 130-7 129-8 131.9 170-0 208-86
Mining and Qil .. .. .. 131-2 104:6 108:8 155-2 163-4
Cement, Lime, etc. .. .. 103:7 125-7 168:1 200-0 210-5
Engineering and Metal Works .. 128-9 144-5 149-7 106-6 230-5
Tesa sharcs .. .. .. e 101-1 136-3 159-1 226-4 . 2417
Paper Mills . .. .. 138-0 251-4 291-1 308-3 410-9
Sugar shares . . .. 129-2 163-3 189-3 265-4 209-7
Otbers . .. . .. 122-4 156-1 167-8 198-6 242-6
Combired Index - . . .. 122-4 145-2 159-3 210+1 239-1

As will bo seen from the above table, all the groups, with the exception of
cotton mill shares, showed increases in values during the year, the improvement being
most marked in coa) shares. The recession in cotton mill shares—the index number
for which showed a decline of 9 per cent.—was influenced by a further tightening
during the year of the Cotton Cloth and Yarn (Control) Order of 1943. Continued
shortage of coal accounted for a large rise of 47 per cent. in the value of coal shares.
Jute and engineering shares wero next in order, with increases rcspectively of 22 per
cent. and 17 per cent., while sugar and tea moved up by 13 per cent. and 7 per cent.
respectively, the inoreases under the remaining groups ranging from b per cent. in
bank shares to 3 per cent. in paper shares.

In April, the Japanese infiltrations into Assam accounted for a general decline
in the share market, Tata Deferreds (which is ono of the leading scrips illustrative
of the gencral market movements) dropping from the high lovel of Rs.2,2562-8-0 on
the 20th March 1944 to Rs.1,967-8-0 by the middle of April, Insurance and bank
shares showed a steep decline, following the accidentsl explosions snd fires in
the Bombay dock ares on the 14th April. The latter half of April witnessed a general
recovery, and during tho succeeding three months up to July, the market assumed a
distinctly npward trend. Tata Deferreds moved up to Rs.2,290 by the 3rd July,
while insurance and bank shares also made up most of tho early losses, confidence
having been restored by the Governnent’s announcement of a scheme of compensa-
tion in respect of the damage caused by the Bombay explosions. During August
and September, prices suffered a general setback on news of continued Allied successes.
The heavy selling pressure was particularly noticeable on the Madras stock exchanye
whero the authorities, in order to avert a crisis, had to fix minimum prices for most
of the scrips. Tata Deferreds which had closed at Rs.2,236-4-0 on the 3lst July
declined to Rs.2,018-12-0 by the 8th September. From October the quotations
resumed their upward trend, the market appearing to have modified the peace
psychology which had been dominating the trends eurlier, Tata Deferreds after
fluctuating widely touched a new high level of Rs.2,422-8-0 on the 9th January. A
relapse soon followed and during the rest of the year the trend was bearish, apart
from fluctuations about the time of the Central Budget proposals. Tata Deferreds
declined sharply to Rs.2,240 on the 1st March and to Rs.2,028-12-0on the 28th March
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closing for the year at Rs.2,082-8-0 as compared with the previous year’s olosing
price of Rs.2,125-8-0. As already observed, the textile section did not follow the
general trend of the market. Bombay Dyoings, onc of the leading serips in this
section, was continually marked down during the first half of the year, the quotation
dropping from Rs.2,122-8-0 at the end of 1943-44to Rs.1,740 by the end of September
1944. A substantial improvement was in evidence during the third quarter, and
the scrip recovered to Rs.1,907-8-0 by tho end of December, but in January 1945
it again recorded a sharp decline, the quotation touching Rs.1,772-8-0 at the end of
that month. The last two months of the year, however, witnessed a partial recovery,
and the scrip closed for the year at Rs.1,833-12-0. The following graph based on the
indices compiled by the Economioc Adviser's Office depicts the movements during
the war period in the prices of Government Securities, Fixed Yield Industrial
Securities and Variable Yield Industrial Securities.
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54. Money Rates and Conditions.—The changes in central bank discount rates
reported during 1944 were reductions in Canada from 2} per cent. to 1} per cent.
with effect from the 8th February 1944, in Portugal from 3 to 24 per cent. on the
12th January 1944 and in Italy from 44 to 4 per cent. on the 11th September 1944,*
and increases in Rumania from 3 to 4 percent. from the 8th May 1944, and in Greece
from 6 to 11 per cent in December 1944. During the five years from 1939-1943,
bank rates were lowered in twelve countries including the United States, Germany,
France, Norway, Belgium, Hungary, Portugal, New Zoaland, South Africa, Rumania,
Peru and Costa Rice, while an increasc was made only in three countries viz., Sweden,

* The Commonwealth Bank of Australia jssucd on the 9th August 1844 an Order nunder the
National Security (Economic Organisation) Regulations, reducing certain rates of intorest, Thc moxi-
mum rate of intorest on trading banks’ advances waa reduced from 5 to 4} per ceat. Ratcs of interest
on fixed depogits for 12 months or more were reduced by } per cent. and on deposits for less than 12
months by 4 per cent. Rates on savings bank dcposits over £500 were reduced by 1 per cent. Reduc-
tions were also made itt the maximum rates of interest on loans to local anthorittes, loans by building
sovieties and loans by life assurance companiea against life policies.
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Netherlands, and Czechoslovakia. The trend towards cheap money conditions in
the short-term loan markets therefore persists. The British and some Allied Govern-
ments have expressed their determination to continue to maintain cheap money after
the war. The Canadian authorities while announcing the reduction of the rate
explained that easy money policy pursued since 1935 had assisted recovery and facili-
tated adjustments required by the war and that the Bank intended to continue this

policy.

In the United Kingdom, money conditions continued to be easy throughout
the year. Day to day loans were available at § per cent. while the average British
Government treasury bill rates remained practically fixed during 1944-45, the
minimum and maximum being 1-0 and 1-01 per cent. ; and the rate for three months
commercial paper (bank bills) also remained unchanged at 1:03 per cent.

Statement XXIIT gives various money rates in India on the first day of cach
month of the year under report. Money conditions continued to remain easy
throughout the year as in the previous year, with the intor-bank call money rate,
for dealings between certain larger and particularly Exchange banks, in Calcutta
and Bombay remaining unaltered at § und } per cent. respectively except for a bricf
period at the beginning of the financial year. Tho heavy demand for short-term
funds which developed at the close of tho last year partly on account of E.P.T.
payments and partly owing to speculative activity following the developments on
the Assam-Burma border, continued during the first half of April, and the call rate
in Bombay rose to § per cent. in the middle of that month. The temporary strin-
gency was relieved, however, during the latter half of the month and the rate receded
to § per cent. in the first weck of May and remained unchanged thereafter. The
three and six months fixed deposit rates which were quoted by the larger scheduled
banks at §—§ per cent. and 1—1} per cent. respectively at the end of the last year
eased to §---§ per cent. and —3% por cent. in tho last weck of May but firmed up to
$—3 per cent. and §—1 per cent. respectively at the beginning of October owing
to the secasonal demand for funds, and contlinued at those levels till tho end of the
year. The twelve months’ rate which was quoted at 1}—13 per cent. in the
beginning of the year moved in a somewhat parallel manner to the shorter-term rates ;
it declined to 1}—14 per cent. in May but rosc to 1}---1§ per cent. in October, falling
again to 1—1¢ per cont. towards the close of the yoar. The average rate of three
months Central Government treasury bills further declined from 0-90 per cent. in
194344 to 0-49 per cent. during the year. It touched the lowest level of 0-32 per
cent. in March 1945.

65. Consolidated Position of Scheduled Banks.—Statement XXV shows the
consolidated position of scheduled banks in India (excluding Burma) during the year
under review and Statement XXVI gives the indices in respect of all the items of
asscts and liabilities included in Statement XXV.

On the liabilities side, the index of total demand and time liabilities (with the
average of 1938-39=100) stood at 348 in February 1945, time liabilities having
increased to 200 and demand liabilities to 471 and the ratio of demand to total
liabilities having accordingly advanced from 55 per cent. on the average of 1938-39
to 74 per cent. in February 1945. The indices also bring out the interesting fact
that during the first three years and a quarter to December 1942, while demand
deposits rose by over 160 per cent., time deposits hardly registered any increase
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at all, their index being 97 during 1942-43 and 102 in December 1942, A perceptible
rise in time liabilities started from December 1942, though the rise in demand liabili-
ties also continued at an equal or somewhat larger rate until October 1943, when the
highest proportion of demand to total liabilities was reached at 77:3. During the
last onc year and & half this proportion declined and was 73-3 in March 1945, the
rate of increase of time liabilities being greater than of demand liabilities, the index
of the former having advanced from 127 to 204, and that of the latter from 358 to
465. These trends suggest that, for the first time since the beginning of war, a
preference of time over demand liabilities has been at work during recent months,
and the rate of growth of inflationary potential has been reduced. The tendency
would appear to show an inoreasing public confidence in the general economic situa-
tion and financial and economic stability.

On the assets side, the two groups of items in regard to which information is
available arc cash and balances with the Reserve Bank and advances and
bills discounted. As regards the group of cash and balances, it appears generally
that the rate of increase in balances with the Bank has been larger, and more erratic
and that in cash steadier. The peak points of the scheduled banks’ balances with the
Bank were touched in December 1943 and May and October 1944, with balances at
Re.92:84 crores (index 582), Rs.100-79 crores (index 632) and Rs.102-59 crores
(index 644). The relative proportion of cash and balances to total demand and time
liabilities which was 95 per cent. on an average during 1938-39 almost doubled and
touched its highest point at 17-9 per cent. during Decornber 1943. The rise started
in the last quarter of 1942, when the usual seasonal ups and downs were replaced
by an almost consistent upward trend, the decline in the busy seasons being smaller
and the risc in the slack season becoming more pronounced than normally. The
reflex of the movements in cash and balances was for a long time represented by
advances and bills discounted. As will appear from the figures and the graph
on page 78 advances and discounts showed converse movoments to those of cash
and balances until September 1942, super-posed over a falling goneral trend of the
former and a rising tendency in the latter. By then the decline in advances and
discounts was definitely over and a continuous upward trend started, which was
arrested or slightly reversed only for brief periods. Altogether, advances and bills
discounted rose from Ra.80-12 crores in Beptember 1942 to the considerable
level of Rs. 28772 crores in March 1945, & rise of 259 per cent., their percentage to
total demand and time liabilities increasing from 19-6 to 34-9. The average
percentage for the year, however, was 30-2 in 1944-45 a8 against 27 in 1943-44 and
23-8in 1942-43, and was still far below the pre-war percentage of 50-8 or the percent-
ages during the early war years. The rise was Jargely a part of the general inflationary
marking up of values (including the rise of prices) and of all monetary indices (inclad-
ing currency and bank deposits) since the definite intensification of the war economic
effort in 1942 ; by then, also, the decline in private and civilian sectors of the economy
leading to a contraction in the civilian demand for advances may have touched the
bottom, while the rate of such demand on account of industrial and commerocial
activity associated with the prosecution of war entered upon e definitely ascending
phase.

66. Clearsng House Statistics.—Statement XX VII showa the amount of cheques
cleared through the more important Clearing Houses in India and Burma amoce
1918-19. The total amount of cheques cleared increased from Rs.45,79 crores in
1943-44 to Rs.56,15 crores in 1944-45. Out of the increase of Rs.10,36 crores
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Calcutta and Bombay together accounted for Rs.9,03 crorcs. With the pre-war year
1938-39 as base, the index numbers of the value of cheques cleared during the last
five years are 109-4, 1386, 1487, 228-6 and 280-3 respectively. Of the total value
of cheques cleared in India during the year 1944-45, Bombay and Calcutts handled
about 40 per cent. and 42 per cent. respectively. Statement XXVIII givesthe monthly
figures of the number and amount of cheques cleared in 1944-45 including twelve
Clearing Houses in smaller centres managed by the Imperial Bank of India.
It will be noticed that the increase in the amount of chequea passed through
the Clearing Houses was proportionately greater than the increase in their
number. :

It is not possible to determine accurately the turnover of bank deposits
in India but a comparison of the ratio of clearings to scheduled bank liabilities
furnishes an approximate and general idea of changes in the activity of bank deposits.
The table below indicatos that the main decline in the velocity of ciroulation of deposit
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currency bad occurred by 1942-43, since when no appreciable further fall in the
multiple of clearings to demand dcposits has taken place.
Average Demand ‘Total Clearing Number of

Year Liabilitics of Indiccs House Returng® Indices timea 4 to 2
Scheduled Bunks*

M (2) (3 4 (9 (8)

1938-39 . 1238 100 1,893 100 15-3
193940 . 132-6 107 2,221 117 16-7
1040-41 .- 165-8 126 2,030 197 130
194142 .. 200-1 162 2,675 136 12-9
194243 - .. 306-3 247 2,816 149 9:2
1943-44 .. 4566 369 4,281 226 9-4
1944 45 N hB1-8 472 5,279 279 9-0

* In crores of rupees.

67. Internal Remitlances.—Statement XXTX(A) shows remittances during
the year by telegraphic transfers both issued and encashed at the offices and
branches of the Reserve Bank of India according Lo circles. Statement XXIX(B)
gives the transfers of funds by demand drafts, tclegraphic transfors and mail transfers
throogh the Imperial Bank of India on their own account. Statement XXIX(C)
shows the sharcof the general public, the scheduled and non-scheduled banks, the
co-operativo banks and societies and Government in the remittances by telegraphic
transfers, drafts and mail transfers effected through the Resorve Bank of India,
the Imperial Bank of India and Treasury agencies together for each of the half-
years ended September 1943, March 1944 and September 1944.

(A) Telegraphic transfers issued at tho offices of the Reserve Bank of India
increased during the year by 5-3 per cent. only as against an increase of 45-6 per cent.
last year. (B) The total remittances through the Imperial Bank of India declined
by b per cent. Jargely due to a fall in the remittances between Bombay and Bengal
and within the Bombay circle, 28 a result partly of the restrictions imposed by the
Central Government on the movement of cotton cloth and yarn and partly of the
increase in the number of other banking institutions and keen competition from them.
Remittances within the Bengal and Madras circles, however, showed an increase over
the previous year. (C) The total remittances through the Reserve Bank of India,
Imperial Bank of India and Treasury agencies during the half-year ended 30-9-44
on account of the general public showed & decline over the two previous half-years
while those on account of co-operative banks and societies showed a decline as
compared with the second half of the previous ycar but an increase over the corre-
sponding period of the previous year. Remittances on account of the Government
continued to increase as in the previous year. The aggregate number of transactions
showed a decline. The amount of remittances by tclegraphic transfers during the
half-year ended 30-9-44 showed an increasc as compared with the two previous half-
years while the amount of remittances by drafts and mail transfers during the first
half of the ycar was lower than during the latter half of 1943-44 but was higher than
during the corresponding period of the previous year. The total amount of remit-
tances during this period stood higher at Rs.607-89 crores as compared with
Rs.579-53 crores during the previous half-year and Rs.579-36 crores during the
corresponding period, last year. Of the total remittances during the first half of
1944-45, the shares of the scheduled banks, general public, Government and Co-opera-
tive banks and aocieties were 59-1 per cent., 20-2 per cent., 7-8 per cent. and 23
per cent. respectively.

79




It appears that the new scheme of remittance facilities is being availed of by
the acheduled banks to a larger extent than by either the public or the co-operative
societies or by other banks on the approved list (vide Appendix). Sinco the rates are
more favourable for remittances of over Rs.5,000, the largest number and amount of
drawings are in the form of telegraphic transfers, mail transfers and demand drafts for
amounts over R8.5,000. The increase in the issue of Government drafts is explained
by the growing military expenditure, tho Government’s compulsory levy and pur-
chase of foodgrains and the discontinuance of the issue of cash orders.

b8. Encashment of Foreign Circle Notes.—Statement XXX shows the encash-
ment of foreign circle notes in 1944-45. The total encashments during the year
were highor at Ra.38-24 crores as against Rs.23-96 crores in 1943-44. As pointed
out in last year’s Roport, the incroase in the amount of foreign cirole notes encashed
this year also appears to be due to an increased volume of commercial transactions
cffected on a cash basis, the large scale purchases by army contractors, and transfers
of funds from one centre to another by military field cashiers.

59. Reserve Bank of India : Banking Departmeni.—Statement XXXT shows the
monthly averages of the liabilities and assets of the Banking Department of the
Reserve Bank of India for each month during the ycar along with their annual
averages for the ten years 1935-36 to 1944-45. Statement XXXIT gives weekly
(Friday) figures for 1944-45.

The average deposits of banks with the Reserve Bank of India in 194445
advanced further to Ra.90- 57 crores from Rs.64-69 crores in 1943-44. The minimum
and maximum deposits during the year stood higher at Rs.51-26 crores on the Tth
April 1944 and Rs.113:10 crores on the 3rd November 1944 respectively as against
Rs.41-08 crores on the 2nd Aprnl 1943 and Rs.98:16 crores on the 17th December
1943 respectively. The balances which amounted to Rs.49-92 crorcs on the 31at
March 1944, rosc almost continuously till they rcached Ra.113-10 crores on the 3rd
November 1944. Owing partly to the seasonal trade demand for funds, they declined
thereafter to Rs.67-27 crores at the end of January 1945, but rose again to Rs.85-46
crores by the close of the year. :

The deposits of the Central and other Governments with the Reserve Bank
were considerably higher on an average during the year at Rs.179- 50 crores as against
Rs.42-47 crores in 1943-44, and reached the record figure of Rs.294:20 crores on
the 26th January 1945. The highest and the lowest balances of the Central Govern-
ment during the year were Rs.272-35 crores on the 26th January 1945 and Rs.56-79
crores on the 9th June 1944. The reasons for the remarkable increase in the amount
of Government deposits have been indicated in paragraph 37 on Government
balances. .

On the assets side, the average cash balances rose from Ra.10:67 crores last
year to Ra.11-19 crores. The average balances held abroad inoluding cash and
short-term investments in sterling sccurities showed a further steep rise from
Rs.111-72 crores to Re.277-28 crores. The increase represented the excess of receipts
of sterling from the Central Government over the transfers to the Issne Department
as cover for increases in the note issue. :
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The average of loans and advances to Governments declined further, from
Rs.49 lakhs to Rs.43 lakhs, the highest amount under this head being Ra.1-61 crorcs
on the 21st April 1944. The average investments of the Banking Department
increased from Rs.7-61 crores to Rs.13-13 crores being the highest since 1935. The
average of other loans and advances, comprising advances to scheduled banks and
co-operative banks, dropped from Rs.15 lakhs to Rs.11 lakhs during the year under
review, tho highest amount reached being Rs.93 lakhs on the 7th April 1944. The
average of bills purchased and discounted, mainly treasury bills, on the other hand
rose from Rs.91 lakhs in 1943-44 to Rs.1-46 crores in 1944-45, the highest amount
being Rs.6-60 crores on the 2nd Fcbruary 1945.

60. Reserve Bank of India : Issue Department.—Statement XXXIV shows the
monthly averages of the Labilities and assets of the Issue Department of the Reserve
Bank of India for each month of the year together with their annual averages since
the commoncement of the operations of the Bank in 1935, while Statement XXXITI
gives weekly (Friday) figures in respect of these for 1944-45, Statement XXXV
shows notes in circulation in India and Burma as on the last Friday of each month
since April 1939.

Notes in circulation (cxclnding Burma notes) incrcased further by Rs.202-39
crores or by 22-93 per cent. from Rs.882-49 crores on the 3lst March 1944 to
Rs.1,084-88 crores on the 30th March 1945. The total notes issued stood at
Rs.1,094- 66 crores at the end of 1944-45 as compared with Rs,894 -84 crores at the
end of the previous ycar, showing an increase of 2233 per cent.

On the assets side, gold coin and bullion remained unchanged at Rs.44-42
crores, their percentage to total notes issued further declining from 4-96 to 4-05.
The valuation of the gold holding continued to be based on the statutory rate of
Rs.21-3-10 per tola while the market rate for gold stood at Rs,75-5-0 on the 31st
March 1945. As in the previous year the Bank'’s holdings of the sterling securities
increased continuously and stood at Rs.978-32 crores on the 30th March 1945 as
compared with Rs.779-83 crores on the 31st March 1944. The percentago of sterling
securities to total notes issued rose to 8937 at the end of the year from 87-15 at the
end of 1943-44 ; the percentage of gold and sterling securitics together to total notes
issucd stood at 93-43 at the end of the year as compared with 92-11 on 31st March
1944,

Rupee securitics which stood at Rs.58-33 crores on the 3lst March 1944
recorded a slight decline to Rs.57-84 crores on the 30th June 1944 and remaincd
unchanged at that level thereafter. The holding of rupee coin (including one rupee
notes) fluctuated betwoen Rs.16-15 crores and Rs.10-47 crores and stood at Rs.14-08
crores on the 30th March 1945.

The graphs on page 82 illustrate the relative movements in the various
components of the assets of the Issuc Department and the liabilities of the Banking
Department of the Rescrve Bank of India ; the liabilities of the Issue Department are
made up cntirely of notes issued and the asscts of the Banking Department are
composed mostly of (sterling) balances held abroad ; a graph of combined assets and
liabilities of the Bank is also given on page 83 for studying the Bank’'s over-all
position. The figures below bring out the dircction and extent of changes in the
principal items of liabilities and assets of the Bank on a combined basis.
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TABLE 25. RELATIVE CHANGES (INCREASE OR DECREASE) IN CERTAIN ITEMS OF
ASSETS AND LIABILITIES OF THE RESERVE BANK

(Lla crores of rupees)

End of month : chunge over previous date

Murch March March March March March

1940* 1041 1942 1943 1944 1945

Note ciroulation ;

Increase over previous date .. +60 +19 4152 +234 4238 4202

Progressive increase .. .. . +79 4231 +465 +704 +906
Deposits :

Increase over previous date .. — 2 +23 .. i +24 + 79 -1 226

Progressive increase .. .o . 421 +21 +-406 +124 +360
Total Sterling Assets :

Inorease over previous date .. -1-78 +3 -1-104 +261 +437 +417

Progressive increase .. N e +71 + 182 +443 +880 +1,207
Total Rupee Coin :

Increase over provious date .. --20 —21 - 1 — 13 — 2 + 2

Progressive increase .. e . —41 — 48 — 61 — 83 — 61
Total Rupee Securitics :

Increase over provious date - 2 444 + 43 + 32 —113 4+ 9

Progressive increase .. .. .. +051 +104 +138 + 23 + 32

* Change aver August 1939,

Upto the end of 1941-42, the addition to the note circulation was greater
than the net accumulation of sterling assets, and was partly hacked by additions
to rupee securities rendered necessary by the utilisation of considerable amounts of
sterling in debt repatriation. During 1942-43 the accumulation of sterling assets
began to outpace the progressive net increase in note circulation while the amount
of rupee securities held also continued to increase. By the end of 1942-43, the
progressive addition to the note circulation (since the beginning of war) corresponded
more or less to the net accretion of sterling. During the last two years the additions
to the note circulation are considerably less than the net additions to sterling
assets, and therc has been appreciable replenishment of the (cash) balances of the
Government and the banks with the Reserve Bank,

61. Banking Legislation-- A bill to consolidute and amend the Law relating
to banking companies, the Banking Companies Bill, 1945, was introduced in the
Legislative Assembly by the Finance Member on the 16th November 1944
and a motion for the reference of the Bill to a Select Committeo of the Legislative
Assembly, was adopted by the Assembly on the 11th April 1945. In addition to
the provisions (with certain modification) of Part XA of the Indian Companies Act
the Bill includes several new provisions designed to safeguard the interests of the
depositors and to cnsure the development of banking on sound lines, Fuller
information on the subject is given in the Annual Report of the Directors for the
year ended the 30th June 1945.
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VIL. CURRENCY

A. CIRCULATION AND ABSORPTION

62. Circulation and Absorption of Notes.—Statement XXXVI shows the year-
end figures and annual averages of the total notes (excluding Government of India
one rupee notes) issued and in circulation since the quinquennium ended 1913-14
together with the percentage annual rise or fall in the circulation. Burma notes have
been shown separately for the years 1937-38 to 1941-42, Note circulation rggistered
a further increase in 1944-45, though the rate of expansion declined as in the last
year despite the sustained tempo of the country’s war effort. The annual rate of
increase fell to 23 per cent. as against 37 per cent. in 1943-44 and 69 per cent. in
1942-43, which was the highest rate of rise in note circulation. The circulation
increased from Rs.882-49 crores at the end of 1943-44 to Rs.1,084-88 crores at the
end of 1944-45. The total amount of notes legal tender in Tndia stood at Rs.1,094-66
croresat the end of 1944-45 compared with Rs.894 -84 crores at the end of the previous
year, while the average circulation for tho year worked out at Rs.968-69 crores as
against Ra.777-17 crores during 1943-44. Of the total absorption of Rs.912-52
crores of notes since the 1st September 1939, when the circulation in India stood at
Rs.172-36 crores, the year under review accounted for Rs.202-39 crores or 22 per
cent. as compared with 26 per cent. in 1943-44 when Rs.238:91 crores of notes
were absorbed.

There was a net absorption of notes during all the months of 1944-45 except
in July when for the first time since July 1941 a net return (of Rs.9-41 crores) was
recorded. The average monthly absorption declined to Rs.16-87 crores from
Ra.19-91 crores in 1943-44 and Rs.21-82 crorcs in 1942-43, the peak year of absorp-
tion. As usual the maximum absorption occurred in December at Rs.36-51 crores
as against Rs.46-43 crores in December 1943 and Rs.30 crores in December 1942,
During the first half of the year the increase in circulation was relatively moderate
averaging Rs.9-79 crores per month as against Rs.19-35 crores during the corres-
ponding period of 1943-44 ; the second half or the busy season, however, witnessed
a pronounced rise in the absorption with a monthly average of Rs.23-94 crores, which
was nearly two and a half times that in the first half and compared with Rs.20-47
crores and Rs.25-17 crores respectively during the corresponding halves of 1943-44
ond 1942-43. The slower rate of expansion as a whole during the year under review
may be attributed to vigorous loan and taxation programmes (cf : reasons for high
Government balances) and official sales of bullion,

63. Absorption of Rupees.—The demand for rupee coin (including Government
of India one rupee notes) showed a further fall during the year under review, the
decline in the rate of absorption being more marked than in the case of notes : the
absorption stood at Rs.10-05 crores compared with Rs.25+60 crores in 1943-44 and
the record figure of Rs.44-93 crores in 1942-43. There was a return of rupee coin
during July, August and November 1944 of Rs.1-65 crores, Rs.1-29 crores and Rs.0- 75
crores respectively as against a return of Rs.12 lakhs for the single month of September
1943 during the previous year. The increase in circulation during the first half of
the year amounted to Rs.2-35 crores and during the second half to Rs.7-70 crores,
the corresponding figures for 1943-44 being Ras.10-68 crores and Ra,14-92 crores
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With the cessation of the legal tender character of the standard coin with
effect from the 1st November 1943, the quaternary rupees and Government of India
one rupee notea constitute as from that date the total amount of rupee coinin circula-
tion. The aggregate amount in circulation of Government of India one rupee notes
and quaternary rupees (first issued in July and December 1940 respectively) stood at
Rs.123-81 crorcs at the end of October 1943. The circulation of rupee coin rose to
Ra8.137-33 crores at the end of 1943-44 and to Rs.147- 38 crores at the end of 1944-45.

While the metallic coin continued to be in demand in the interior, a marked
partiality for the more conveniont and handy one rupee note was in evidence in
urban areas and to an extent in certain mofussil parts ; with restricted issucs of one
rupee notes, however, the demand for quaternary rupees stopped up from about the
middle of the year.

During the ycar the Bank rcceived from tho Government of India, one rupee
notes and coin on three occasions to the extont of Rs.15 crores in all under Section
36 of the Reserve Bank of India Act as amended in July 1940 against credits to Central
Government.

In order to remove possible misapprehonsion in regard to demonetisation of
standard silver coin, Government issued & press note in November 1944 stating that
as standard silver rupecs and half rupces of 11/12th fineness had ceased to be legal
tender it was neither illegal nor improper to hoard them or to mclt them for sale as
bullion ; the selling of these voin at a value other than the face value was likewise
not an offence. Standard silver coin which have ceased to be legal tender are
accepted at the Bombay mint for refining like other silver bullion, and fine silver bars
(999 fincness) issued in exchange after payment of the usual refining charges
of Rs.2-8-0 per 100 tolas gross weight, the minimum quantity for acceptance being
3,500 tolas,

64. Absorplion of Small Coin.~-Statement XXX VIIshows the annual absorption
of small coin by donominations for each of the years 1919-20 to 1944-45 and average
annual absorption for the last war and pre-war quinquenniums. Unlike notes and
rupee coin, the demand for small coin continued unabated during 1944-46 and greater
quantities were absorbed than in any provious year. It was possible to meet the
steady and persistent demand in a fuller measure owing to larger and more regular
supplies from the mints. The maintenance of adequate balances of small coin at
the several depots, Treasuries and branches of the fmperial Bank of India and ampler
issues to banks, institutions and the public generally cnsured a free flow of small
change in circulation during the year. The position was thus restored to normal
excepting in some outlying parts of the country Jike Cutch and Kathiawar without
small coin depots or Treasurics. The absorption of smull coin during the ycar under
review stood at the record figure of Re.19-20 crores as compared with Rs.18-46 crores
in 1943-44, Rs.11-64 crores in 1942-43, Rs.6+06 crores in 1941-42 and Rs.2-21 crores
in 1939-40, and accounted for 31-3 per cent. of the total absorption of Rs.61-28
crores since the 1st September 1939. The absorption during thoe second half of the
year, which generally coincidos with the busy season, was for the first time during
the war smaller at Rs.8-64 crores as against Ra.10-56 crores in the first half, the
figures for 1943-44 being Rs.10-28 crores and Rs.818 crores for the second and first
halves respectively ; this possibly indicates the beginning of a decline in the rate of
absorption. The monthly absorption ranged between Rs.2:05 crores in May 1944
and Ra.1-33 crores in February 1946, The following table gives the absorption of small
coin by denominations during the war as compared with the pre-war year 1938-39.
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TABLE 26. WARTIME ABSORPTION OF SMALL COIN BY DENOMINATIONS.
(In lakhs of rupees)

Sept. Sept.
Denominations  1938-3) 1939-40 1939 to 1040-41 1041-42* 1042-43}1043-44% 1944-45} 1939 to
March March
1940 1945
I SILVER
8 annan .. .. 2 80 77 1,53 1,57 3,82 541 5,51 18,61
4 .. .. — 85 31 43 1.02 1,29 2,97 5,19 5,41 16,31
Total Silver Coin. — 3 al 1,20 2,65 2,86 8,79 10,80 10,92 34,92
11 NICKEL
4 annas .. e 8 15 . — 2 —- 10 — 2 - 1 ..
2 ., .. .. 4 48 b8 72 88 2,22 3,34 3,07 10,81
I anna .. .. 6 51 563 76 29 2,02 .n 3,43 10,84
o . ... . .. .. 4 57 L4 1,30 305
"Total Nickel Coin [} 1,07 1,26 1,48 1,89 4,71 7,67 7,79 24,70
111 COPPER
Pice . .. 14 21 16 23 29 13 20 40 1,59
Half Pice .. 1 1 1 1 1 .. o . 3
Pie Pieces .. 1 1 1 1 1 1 .. .o [
Total Copper Coin 16 23 18 25 3] 14 29 49 1,66
IV Total Small Coin 19 2,21 2,64 4,28 506 11,64 1846 1920 61,28
* Excludiog Burma for February and March 1942, t Excluding Burma.

With the exception of pice pieces whose ahsorption increased by 69 per cent.
from Rs.29 lakhs to Re.49 lukhs, the absorptionof small coin of most denominations
during the year was only slightly greater than in 1943-44 ; the only denomination
which showed a smaller absorption than during the previous year was the nickel 2
anna piecc, net issues of which were Rs.3-07 crores during the year as compared with
Rs.3-34 crores in 1943-44. Silver accounted for 56-9 per cent., nickel for 40-6
per cent. and copper for 25 per cent. of the issues respectively during the year.

Although the total ountput and issues of small coin during 1944-45 exceeded
those of the previous year, there were signs of a gradual fulling off in demand during
the closing months of the year. The mintage of small coin amounted to 2,143
million pieces in 1944-45 as againat: 1,836 million picces in 1943-44 and 963 million
piecea in 1942-43. By tho end of the financial year the mints were able to curtail
production as they held fairly adequate stocks of most denominations. As compared
with the peak of 219 million coins in August 1944, the combined output of the three
mints declined to 190 million in February 1945 and wag 199 million in March 1945.

The issues of small coin in the difforent circlos during the last three years are
shown in the table below.

TABLE 27. ABSORPTION OF SMALL COIN BY CIRCLES.
{In thousands of rupees)

Percentage

Percentage increase (4 )

Circle 1042.43 1043-44 increase 1044-45 or decrease
over 1942.43 (~—) over
1943-44
Bombay ‘e .o 3,81,11 5,82,86 +61-4 487,76 —19-7
Calcutta . .. 4,36,63 6,43,36 +447-4 7,60,81 +18-3
Cawnpare .. .. 1,35,34 2,60,27 +84-9 3,084 +22:8
Karachi .. .. 20,42 33,0 +66-2 26,71 —21-3
Lahore .. ‘e 71,48 1,37,13 +91-8 1,60,24 +23-4
Mudras .. .. 1,38,70 1,98,71 +43-3 1,88,93 — 49
Total .. 11,63,58 18,46,26 +58-7 19,20,38 + 40
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Of the total absorption of Rs.19:20 of crores small coin Bombay and Calcutta
accounted for Rs.12-29 crores or 64 per cent. the share of Calcutta being the Inrgest
at 39-6 per cent. The intensity of demand varied as between different circles, tho
absorption in Karachi, Bombay and Madras circles being lower and in Lahore, Cawn-
pore and Calcutta higher than in the previous year.

65. Total Absorption of Currency.—-Statement XXXVITI gives the annual
absorption of notes, rupee coin and small coin since 1914-15. Statement XXXIX
gives similar figures on a monthly basis for 1944-45 and 1943-44. The total absorption
of cutrency including small coin during the year was lower at Rs.231-64 crores as
againat Rs.282-97 crores in 1943-44 and compared with the agoregate total
absorption of Rs.199-10 crores during the whole of the last war period between
1914-16 and 1918-19. The following table gives the wartime absorption of
currency since September 1939.

TABLE 28, WARTIME ABSORPTION OF CURRENCY,

(In lakhs of rupcces)
Notes Rupee Coin  Small Coin Total
Soptember 1939 to March 1940 .. 59,66 19,56 2,64 81,85
April 1940 to March 1941 .. o 19,11 33,23 4,28 56,62
.o 1941 s 1942 .. N 152,40 7,18 5,06 164,64
» 1942 ” 1043+ .. .. 201,85 44,93 11,84 318,42
» 1943 ”» 1944 .. .. 238,91 25,00 18,46 282,97
w 1044 " 1945¢ .. . 202,39 10,05 19,20 231,84
Total . 934,32 140,54 61,28 1,136,14

* Excluding Burma. t Exoluding Burme for Fcbruary and March 1042.

Of the total wartime absorption of currercy of Rs.1,136-14 crorestotheend of
1944-45, notes accounted for R8.934 - 32 crores or 82 per cent., rupee coin for Rs.140- 54
crores or 12 per cent. and small coin for Rs.61-28 crores or 6 per cent.

The accompanying two graphs bring out the trends in the wartime absorption
of currency referred to above. The graph at page 89 shows absorption during the
years 1942-43 to 1944-45 separately for (¢) notes, (15) rupees and (i5) small coin.
The linear diagram in the sccond graph at page 90 shows the progressive absorp-
tion of notes, rupees and small coin since the beginning of the war, while the bar
diagram depicts the absorption month by month, for the entire period of the war, of
notes, rupees and small coin separately.

66. Seasonal Movements of Currency.—The normal seasonal variations in the
absorption of currency reflect the incidence of the busy and slack seasons. Under
prevailing conditions, the seasonal ebb and flow of currency has, however, been
appreciably smoothened out and occasionally overborne by the steady demand for
additional currency arising from the sustained level of Governmental expenditure and
war economic activity. The table on pago 91 shows the scasonal fluctuations in the
demand for currency from 1939-40, the period September to February being regarded
as the busy season and March to August as the slack season.
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TABLE 23. SEASONAL DEMAND FOR CURRENCY.

(In lakhs of rupees)
Slack Season (March to Aogust) Busy Season (September to February)
Notes Rupee Total Notes Rupee Total
Coin Coin
193940 .. o— 12,32 —10,74 — 23,06 60,66 17,21 71,87
194041 .. .. — 8,00 35,52 27,46 17,09 2,32 20,31
194142 .. . 27,11 - - 6,08 - 21,03 103,09 8,99 112,08
194243* .. . 122,01 2,73 125,64 140,10 40,04 180,14
194344* .. .. 140,28 14,91 155,19 112,86 12,79 125,65
1944-45*% .. .. 54,51 3,64 63,16 132,33 7,35 139,68

* Excluding Burma figures from April 1942,

It will be seen that except in 1940-41 and 1943-44 the demand for currency
was lower in the slack season than in the busy season ; the panicky demand for
silver rupee coin in the summer of 1940-41 partly accounted for the larger absorption
in the slack season during that year ; the cumulative effect of tho various stabilisation
measures adopted early in 1943-14 explained the relatively smaller absorption in the
busy season of that year.

The following table gives a comparison of the expansion in note circulation

with the changes in scheduled banks’ demand deposits during the war on a half-
yearly basis.

TABLE 30. CHANGES IN NOTE CIRCULATION AND DEMAND DEPOSITS OF
SCHEDULED BANKS.

(Ia erores of rupees

1039-40 1940-41 1041-42 1942-43 1048-44 1944-45
Sopt.-Mar. Aprit Oct. April Oct. April Oct, April Oct. April Oct,

to in to v to to to to to to

Scpt. March Scpt. March Sept. March Bept. March Sept. March
1 Note circulation at the end of period 225 217 241 270 388 498 051 764 882 041 1,085
2 l1ncrease during the period .. .. 53 -- 8 24 29 118 116 153 113 118 69 144
8 Percentage increasa . .. .. 3 — 4 11 12 44 28 31 17 15 7 15
4 Demand Deposits at the end of

period . . .. . 143 168 172 200 227 318 870 4060 524 5838 597
& Toereass during Lhe period .. .. 1 15 14 87 18 a1 52 90 64 64 9
@ Percenlage increare .. .. . 6 J0 9 22 9 40 16 24 14 12 2

Under normal conditions opposite trends were witnessed in the movements
in the volume of eurrency circulation and of demand deposits in the busy and slack
secasons, note circulation tending to rise and demand deposits to contract in the busy
season and vice versa in the slack scason. During the war both deposits and currency
circulation have continued to expand, the incidence of the seasons being reflected
in their varying rates of expansion : during the first half of the year corresponding
generally to the slack season in trade there has been usually a greater relative increase
in demand deposits than in notes issued, while a larger comparative expansion in
note circulation than in deposits has occurred in the second half of the year which
corresponds Lo the busy season. These trends have been observed to be in evidence
throughout the war period except in the second half of 1943-44 when there was a
smaller expansion in note circulation than in the first half.
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67. ‘Total Money Supply’ tn India (Excluding Rupee Coin).—Under this head
is given a somewhat closer analysis of the trends during the course of war in the ‘total
moncy supply ’ in the country and in its main constituents, with a view to indicating
the fundamental factors underlying the process of monetary expansion during
wartime,

The table on page 93 shows thc composition of the ‘total money
supply’ in the country since the beginning of war at annuval intervals and
for the last half-year to March 1945 and on s montbly basis during the last
year. Noto circulation (excluding notes held by banks) plus demand deposits of
banks (scheduled and non-scheduled) may be said to represent the cash balances of the
public ; deposits with the Reserve Bauk consist of two main items : the cash balances
of banks (including a certain necessary amount of reserve balunces) and the cash
balances of Government (including balances held by the Government on account of
certain classes of tax payers and refundable to the latter). Underlying the rising
general trend of “total monoy supply,’ there is 2 measure of compensatory movements
in the cash balances of the public and the cash balances of Government : a detailed
comparison of tho figures (not given in the table) shows that heavy increases in note
circulation (and/or bank deposits) have been accompunied by decreases in the amount
of Government balances ; on the other hand, during the last year or so, the restrained
rise in currency circulation and deposits has been associated with considerable addi-
tions to Government balances. The aggregate of the two kinds of balances may be
said to represent the total volume of rcady purchasing power available to
the community at any time, thongh the two kinds differ greatly as regards the
measure of control exercised by Government over their rate of turn-over.

Confining attention to the part of money supply which represents the public’s
cash balances and which is customarily regarded as the whole of money supply, it
will be noticed from the tablo that there has been a pereeptible deccleration in its
rate of inorcase during rccent months, The percontage monthly rate of incroase
of note circulation went up from 2-0 in tho twelve months ended September 1941
to 7-0 in the following twelve months and declined thereafter to 4:6 during October
1942 —8eptember 1943, 2-0 during October 1943—September 1944 and 2- 6 in Oclober
1944—March 1945. The percentage monthly rate of incrcaso of demand deposits
of banks was 2-6, 4-3, 3-8 and 2-4 during the twelve month periods given in the
table and~0-4 during the last six months.

As regards the sources of additions to money supply during wartime, the total
net accrual of sterling from the surplus balance of payments on private as well as
Rovernmental account 4.e. including the supply of goods and services to His Majesty's
and Allied Governments in India against recoverable war expenditure, is the largest
purt: of what muy bo termed as the inflationary potential ; the budget deficit on
revenue account and the defence expenditure on capital account are other constituents
of this inflationary potential ; the addition to the internal (rupce) debt of the country
acts largely as o deflationary influence, (viz., a factor tending to reduce the volume of
money supply in the hands of the public) but has been reflected partly in the high
and rising level of Government balances rccently ; the expansion of the public’s
cash balances given by the addition to the aggregate amount of note circulation,
rupee coin and small coin and of deposits of banks, acheduled and non-scheduled,
measures the extent of monetary inflation (the term to be understood in its context),
The progressive series of each of these factors since 1939-40 are given in the table
on page 94.
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TABLE 31. * TOTAL MONEY SUPPLY’ IN INDIA (Excluding Rupee Coin Circulation).

Rupees in Crares)
Last Friday of August Sept, Sept. Sept, Sept. Sept. March  Aprif May June July August Sept, Oct. Nov. Dec. Jan. Feb. March
1939 1040 1941 1942 1043 19044 1045 1944 1045
1. XNote clrculation . ve . 169 217 268 8 780 841 1,085 897 810 931 0922 927 941 957 973 1,010 1,034 1,060 1,085
Increase .. . .. e ve + 48 4 51 225 207 181 4144 4+15 4+ 13 +21 — 8 4+ 5 4+ 14 + 18 4 186 + 37 4+ 2¢ + 25 + 28
Average monthly in:rease .. . + 4 + 4 +19 +22 415 4+ 24 +15 +18 +8 — 9 + & +14 +16 + 10 + 37 +2¢ + 25 + 28
Percentage monthly rate of increase .. 22 20 70 &5 20 234 17 14 23 —10 035 148 17 17 38 24 24 2§
2 Demand Deposits of Barks (Scheduled

and Non-Scheduled) ‘e .. 141* 163 213 32¢ 473 a0 5078 554 574 586 598 808 6810 626 834 841 6083 812F b597:
Increase .. .- . e .o+ 22 + 50 +111 4148 +187 — 233 4+ 11 +2 +12 <10 +10 4+ 4 +18 + 8 + 7T —38 4+ 4 —15
Average mouthly increase . v 4+ 2 4+ 4 4+ 9 +12 411 ~ 2 +11 +20 +12 +10 +10 4+ ¢ +16 4+ 8 4+ 7 —33 4+ 4 —25
Percentaga monthly rats of increass . e 2.4 {3 3:8 24 —0-4 2-0 3-6 2-1 17 1-7 0-7 2-6 1-3 2-1 — 5-1 0-7 —2-8
3. Depostits of Beserve Bank .. . 43 a3 es 01 118 313 393 184 1 181 228 266 313 323 M3 851 883 880 393
4, Notea held by Scheduled Banks .. 7 7 7 1 19 25 25 23 23 28 23 23 25 25 28 30 25 26 25

5 Toé‘lotnn(‘;.n-:’ +€-—4y exc]ud!ng B.upfe 348 436 542 897 1,332 1,839 2,050 1,612 1,652
2 R , , A 652 1,670 1,721 1,776 1,889 1,883 1,92¢ 1,972 2,000 2025 2,060
6. Index .. . .o .. . 100 128 157 2569 385 532 592 4686 477 4388 4907 513 532 B44 556 570 578 685 502
7. Percontage monthly rate of éncrense .. ., 2.0 21 54 41 32 19 2.6 24 18 29 32 37 228 22 25 14 12 128

® The ﬂgm‘-‘es of non-lcheduhd baoks {ncluded herein relata to December 1939.  { Excludes deposits of non-scheduled banks. ¢ The focrease shown in this column is over the previous
mouth t.! lﬁuc

Nate '—The demand deposits of non-scheduted banks at the end of Dscember 1930, Sept. 1040, 1041, 1942, 1943 and 1044 were Ba.5 crores ; Ra.5 crores ; Rs.7 crores ; Ra. 10 crores ; Ra, 16
crores ; and Rs.22 crores reapectively.



TABLE 32. GENERAL ANALYSIS OF SOURCES OF MONEY SUPPLY.

{!n crorcs of rupees)
1939-40  1940-41 1941.42 1942.43  1943-44 194445

(1) Total net accrual of sterling
to end of period since tho
beginning of war .. .. 100 191 441 828 1,278 1,710

2) Budget delicit including
Defence Cupital expenditure,
progressive® .., . .

(3) Total of (1) and (2) .. .. 100 198 460 1,012 1,689 2,336
(4) Tncrcase in note circulation,

rupee coin and small coin
circulation, and in total

7 19 184 411 626

deposits of bunks 83 1687 373 868 1,358 1,733
(5) Tnereaso in deposits with the

Rencrve Bank, progressive 1

{of which addition to Central

Government balances, pro- 9 16 34 58 112 340

grossive) .. .. .. 4) an ) 13) (50) (265)
(6) Total of (4) and (5) .. .. 92 213 407 926 1,470 2079
(7) Inorcase in the Rupee debt of

the Contral Government since

31st March 1939, progressive 18 152 231 497 623 860

* The actual figures of budget deficit are nil, 8-5, 12:7,112-2, 189-8 and 155:8 orores respec-
tively for the six years from 19:9-10 to 1844-45 (revised) and of defence capital expenditure 52-5, 37-3
and 59-4 crores during the last three years. { Increase in the average of the last guarier of each year.

The direct and close correlation of the first and fourth series is readily apparent :
during the first threo years the net progressive dmount of accrual of sterling is some-
what larger than the degree of increase in monetary circulation, and during the last
three years it is somewhat smaller, During the last three years, the ‘ budget deficit ’
has increascd somewhat rapidly and added another element to the inflationary poten-
tial. But the simultaneous larger increase in the rupee debt of the Central Govorn-
ment has substantially noutralised the inflationary impact of the budget deficit
on the public’s cash balances, though in the process the Government’s cash balances
have appreciably increased. Some part of the increase in bank deposits (and there-
fore in total money supplies) must be assigned to secondary expansion as reflected
in the appreciable rise in bank advances sinco the last quarter of 1942 (vide para 55),
but for the greater part the increase is primary in character, and derivos from the
same factors as the increase in currency circulation,

B. MISCELLANEOUS MATTERS CONNECTED WITH CURRENCY
AND COINAGE

68. Changes in the form of Notes—During the year under review Bank notes
of the denominations of Rs.100 and Rs.5 bearing the signature of Sir Chintaman
D. Deshmukh, the present Governor of the Bank, were issued, the design of the
notes remaining unaltered, The first issues of thesc were made from the Karachi
and Delhi offices respectively on the 5th May and the 2nd June 1944. The design
of Rs.10 notes was altered, the new notes being first put into circulation from the

94




Bombay office on the 5th October 1944. A new series of Government of India
one rupee notes with the serial prefix and the number printed in green instead of
in black were also issued from the Bombay oflice on the 1st December 1944.

69. Encashment of Burma Noles.—The stringent restrictions on the import
of Burma notes into India and on their encashment detailed in previous years’
Reports continued to be enforced. The total amount of Burma notes encashed
during the year under review was only Rs.9,33,305 as against Rs.38,64,535 in 1943-44
and Rs.5,29,20,095 in 1942-43. The total value of notes thus tendered since the
Sth January 1942 when the Bank was first authorised to encash Burma notes
aggregated Rs.6,82,57,715, ' -

70.  Circulation of Noles by Denomanations.—Statement XL shows the relative
popularity of the different denominations of notes. Notes of all denominations,
cxcepting the Rs.50 and Rs.500 issues of which further declined from Rs.37 lakhs
and Rs.60 lakhs to Rs.30 lakhs and Rs.32 lukhs respectively, contributed in a greater
or less degree to the large expansion of paper currency during 1944-45. The pro-
portion of Rs.2 denomination which was introduced in February 1943 to relieve
the strain on one rupee notes stood at 1 per cent. of the total notes issucd at the
end of December 1944 as compared with 0-7 per cent. a ycar before. During the
war the circulation of notes of higher denominations has expanded to a relatively
larger extent in India asin other countries. The proportion of Rs.100 and Rs.1,000
notes to total notes issued rose from 32-1 per cent. and 5-9 per cent. respectively
in 1939 to 34-9 per cent. and 10-9 per cent. in 1943. During the year, Rs.100
denomination rose further to 38-0 per cent. while the Rs.1,000 notes slightly declined
to 10-1 per cent. It may be added that the proportion of the Rs.100 denomination
during the last war continued to be the highest and rose steadily from 35-0 per cent.
at the end of 1913-14 to 38-0 per cent. at the end of 1917-18 while Rs.10 notes
declined from 34-9 per cent. to 319 per cent. during the same period ; the Rs.1,000
denomination in contrast to the trends during the present war, showed a decline
from 18-0 per cent. at the end of 1913-14 to 16-1 per cent. at the end of 1917-18
after a temporary rise to 20-0 per cent. at the end of 1914-15. Together these
two denominations accounted for 48 per cent. in 1944 as against 46 per cent. in
1943 and 38 per cont. in 1939 while the combined circulation of Rs.5 and Rs.10
notes dropped to 51 per cent. as against 53 per cent. in 1943 and 61 per cent. in
1939.

Similar trends in the composition of note circulation during wartime are
noticeable in other countrics. Tn the United States, larger denomination notes
comprising of $50 to §$10,000 increased respectively by 45 per cent. and 39 per
cent. in 1943 and 1944 compared to increases of 30 per cent. and 19 per cent.
respectively during the same period in small denomination notes compeising of
81l to $20. In Australia, denominations of £10 and £5 notes from the outbreak
of the war upto the cnd of 1944 increased by more than eight-fold and nearly six-
fold respectively as against & four-fold increase during the same period in total
note circulation. During the war, notes of large denominations have come in almost
every country to be utilised as a mecans of payment in black markets or for the
purposes of hoarding. With a view to discouraging such practices the authoritics
in Britain announced in March 1945 that notes of denominations from £10 to £1,000,
issues of which were stopped in 1943, would cease to be legal tender with effect
from the st May 1945. The Anstralian Government have announced their intention
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to adopt similar mcasures, with the result that considerable quantities of notes
of larger denominations have begun to return to the Commonwcalth Bank from
hoarders and others.

71. Old Notes.—Section 34 of the Reserve Bank of India Act provides that
any currency note or bank note which has not been presented for payment within
40 years from its date of issue shall be deemed to be no longer in ecirculution. The
value of currency notes written off under this section during 1944-45 amounted
to Rs.1,29,180 compared with Rs.2,11,260 in the previous ycur. Notes amounting
to Rs.8,840, which had been previously written off under this scction, were presented
for payment and were paid by the Banking Department during the year. The
following table gives the value of notes written off and refunded for the past three

years.

1942-43 194344 1944.45
Value of Notes written off at tho end of the year .. 122,740 211,260 129,180
Value of Notes refunded during the year .. 7,180 200 8,840

72. Lost, Destroyed and Mutilated Notes.—The table below gives the details
of lost or wholly destroyed, half and mutilated notes in respect of which claims were
admitted in India during the year under review.

No. of No. of Amonnt of Amount paid
claims pieces claims against
admitted admitted claims
Lost or wholly destroyod notes .. 297 877 1,43,800 19,800
Half notes . v .. . 1,218 3,406 0,65,380 87,865
Mutilated notes .. .. .. 69,188 2,96,083 30,12,260% 24,80,318

¢ Represents awount paid during 1944-40 in respect of claims admitted ip previous years.

73. Note Forgeries. - The total number of forged notes (including Government
of India one rupce notes) reccived during the year further declined to 12,675
compared with 13,239 in 1943-44 and 14,666 in 1942-43 and was distributed as

follows.

Year Re. 1 Re. 1 Ra.2 Rs.2f Re. 6 Ra 10 Rea 50 Rs 100 Rs. 1,000

Old Government
Notes of India

_ Notes
1944.45 . .. 4,820 2,600 .o 352 4,804 1 ']
1943.44 .. 1 8,660 1,280 1 210 3,140 .. 17 30
1942-43 a .. 11,580 . . 40 2,803 2 138 3

There has been a progressive increase in the number of forgeries in respect
of Rs.10 notes and a continued decline in the casc of Government of India one rupee
notes, the forgerics in these two denominations being respectively 39 per cent.



and 38 per cent. compared with 24 per cent. and 65 per cent. in 1943-44. The
onumber of forged notes of Rs.2 denomination was also higher during the year at
2,699 and was 20 per cent. of the total. The number of cuses of forgery detected
in Calcutta was 6,493, in Bombay 2,611, in Cawnpore 1,939 and in Lahore 1,183.
The following table gives certain particulars regarding prosecutions on account
of forgeries for the past three yoars,

Yeoar Fresh Pending at the Total Discharges Convictions Pouding
prosccutions end of the triuls
provious year

194445 .. 51 16 66 15 15 36
1943.44 .. 23 13 36 11 10 16
164243 ., 47 7 54 22 19 13

74. Coinage.—Statoment XLI gives mintage of rupee coin since 1835. Rupees
were not minted between 1922 and 1940. Rupee coin minted during 1944 amounted
to Rs.23-76 crores against Rs.6:-70 crores in 1943. The following table gives the
total mintage of rupee coin and the various denominations of small coin during
1944-45 at the Bombay, Calcutta and Lahore mints.

TABLE 33. MINTAGE OF RUPEES AND SMALL COIN 8Y DENOMINATIONS.

Denomination Bombay Mint  Cealcutta Mint Lahore Mint Total
Rs. . Re. a. Ra. a. Rs. a
Quaternary Rupees .. .. 15,88,00,000 0 vers 10,66,00,000 0 26,54,00,000 0
" Half Rupees .. 2,26,00,000 0 ceen 3,95,00,000 0  6,20,00,000 0
’ Quarter Rupees.  4,22,00,000 0 vees 2,15,25000 ¢ 6,37,25,000 ¢
Nickel 2annsa .. .. 4,73,00,000 0 cenn 7,864,000 0 3,80,94,000 ¢
» 1onna .o .. 1,32,18750 ©  2,78,28,500 0 e 4,10,45,250 ©
” 1 anna Ve .. e 1,64,92,250 0 Ceee 1,64,92,250 0
Single Pice .. .. .. 32,20,600 © 2,77,000 0 7,97,262 8 4204862 8
Total .. 27,12,39,350 0 4,4595750 0 16,92,16,262 8 49,10,51,362 8

Of the total mintage of Rs.49-11 crores during the year under review. small
coin accounted for R8.22-57 crores or 46 per cent. as against 73 per cent. out of an
aggregate mintage of R 27-87 crores in 1943-44¢. The mintage of quaternary
rupee coin since December 1940 when they were first minted upto the end of March
1946 amounted to Rs.88-30 crores.

75. Withdrawal of Silver Coin.—All Victoria and King Edward VII rupee and
half rupee coins were withdrawn with effect from the 1st April 1941 and the 31st
May 1942 respectively and King George V and King George VI standard silver
rupees and half rupees were called back with effect from the 1st May 1943. The
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amount of silver coin including half rupees, quarter rupees and one-eighth rupees
withdrawn from circulation during 1944-45 is given below,

(In lakhs of rupees)
William IV 1836 .. .. . .- .. . 0-01
Queen Victoris 1840 .. .. - .. . 0-07
Standard Silver Rupces .. . . o . 50-25
Otber unourrcot coin .. . . .. .- 0-80
Defactive Quaternary Rupees .. v .. .. 0-27
Total .. 51-40

Under the Indian Coinage Amendment Act, 1918, silver two anna pieces
are no longer coined and issued, but coin previously issued continue to be legal
tender. The standard silver four anna pieces also continue to be legal tender.

76. Withdrawal of Nickel and Copper Coin.—Eight anna nickel coin were
withdrawn under scction 15A of the Indian Coinage Act, 1906, with effect from the
1st October 1924, and are now received at Issue Offices only. Double pice coin
are also being withdrawn from circulation but are still received at Treasurics and
Issue Offices. The total nominal value of uncurrent coins and hadly worn and
defaced nickel, copper and bronze coins withdrawn from circulation during the year
was as follows.

Rs, a. p.
Niokel eight anns .. .. .. 188 0 O

Uncurrent coin e ..
Bronze double pice .. .. . 4499 1 ©
Nickel -/4/- .. .. . . 43,085 8 0
Nickel -j2/- .. . .. . 19,749 6 0
Badly worn and defaced | Niokel -/1/- .. . . .. 36,670 14 0
nickol, copper and brouzo<{ Nickel -/§/- .. o . .. 615 1 0O
coin. Single Pice .. . .. .. 4,647 9 O
Half Pice “ . .. . 313 10
Pie Pieces .. .. . .. 912 2
Total .. 1,05389 1 0

77. Counterfeit Coin.—The following table givea the number of counterfeit
coin by denominations cut at treasuries and railway stations during the three years
1942-43 to 1944-45,

1044-45 1943-44 1942-43
Bilver Nickel Silver Nickel Silver Nickel

Rupecs .. .. 7.143 .. 39,223 .. 3,39,141
Half Rupees .. 4,881 28 7,385 96 18,386 118
Quarter Rupees .. . 7,113 1,406 7,363 3,806 17,832 6,634
Eighth Rupces .. 03 18,300 161 9,400 836 29,254
One Anna .. .. .. 3,241 .. 4,307 .. 10,987
Half Anna .. .. .. .. . . . 1

Total . 19,230 22,978 §4,102 17,408 3,76,185 46,89




STATEMENT 1

INDEX NUMBERS oF WHOLESALE PricES AND CosT oF LiviNg v INDIA

AND CERTAIN OTHER COUNTRIES SINCE 1938.
(JANUARY—JUNE 1939=100)

(Reference paragraph 12)

Aprll .
May B

Indis UK U.S.A Canade Germany Japan
Caleutta Bombay
) 4 C C P C P C P O P [
( Original Base :— July July 1930 July 1926 1035 1926 1935- 1913 1928 Oct. Juld
1914 IZ’J.! 1914 39 39 30 1000 1916
June
1934
Year and month
1938 ' .. 102 164 101 19 I 17 1 ] 100 95
1939 . . . 109 1 168 191 101 103 101 108 15 1M
1940 .. . . 1 188 140 121 10 161 113 19 103 17 126
1941 .. e 141 118 187 1 114 1 13 12 108 1 122
1942 . . . 1 151 184 129 118 130 118 108 K 134 128
1843 .. .. - 1 187 129 138 1 136 113 109 110 142
1944 . .. . . 171 131 18 127 140 118 112
1989 8eptember .. .. 116 102 1 107 104 102 107 108 100 100 108 108
December .. . 139 109 128 118 104 pO% 111 108 100 100 118 111
1940 March ‘e . 122 108 132 116 108 101 114 104 108 102 117 118
June .. . 115 107 188 122 101 101 1mn 106 108 104 116 122
Saptember .. . 120 108 145 123 102 101 118 108 104 104 118 122
Nocember .. .. 12 11l 152 127 105 102 115 108 "™ 104 118 121
1941 January .. . 122 113 161 128 106 102 116 108 14 104 118 120
February .. . 120 115 1561 128 105 102 117 108 104 106 119 120
March . . 124 116 155 129 107 102 117 108 104 1056 122 121
April . . 129 nz 158 130 100 103 118 t09 106 105 122 121
May . .o 132 118 158 130 1 104 121 110 108 1466 123 12
Juno “ . 138 118 187 129 114 106 123 111 106 106 125 122
July .o . )62 122 167 129 116 108 124 na 106 108 120 122
August . . 153 126 157 120 118 107 126 114 106 108 125 122
Scptomber .. . 151 124 159 129 120 109 127 115 105 108 127 121
October . . 153 121 169 130 121 110 128 116 106 105 127 122
Navember .. ‘e 159 122 160 13t 121 1n 128 115 105 105 128 122
TDecember .. .. 158 124 16U 130 148 112 (28 116 106 106 131 124
1042 January .. .. 167 132 161 130 126 113 129 115 106 108 132 12
February ,, . 168 130 163 130 127 114 129 115 108 10?7 132 124
March - . 185 132 163 129 128 115 180 15 0ng 107 133 124
June . . 184 147 1684 130 120 118 131 117 106 110 133 128
July .. .. 184 162 164 131 120 118 131 17 108 111 133 125
August e . 104 102 163 130 130 119 180 117 108 110 135 1256
September . . . 200 164 163 130 130 119 131 117 108 107 135 126
October . .. .. 211 1686 164 130 181 120 132 118 R 7 134 126
November .. .. 230 172 163 130 131 121 132 118 108 107 135 127
Ducomber .. . 241 181 108 129 132 122 182 118 108 107 185 127
1943 January .. .e 263 106 167 129 138 122 132 118 108 108 136 127
Fobruary .. - 258 108 167 129 134 122 133 17 109 109 137 120
March . . 276 201 147 129 185 124 134 117 100 100 138 130
April . . 206 217 167 128 186 128 185 1z 108 110 14( 133
May . .. 329 219 168 120 136 120 128 118 109 110 141 182
June . . 323 227 168 130 136 126 130 118 109 111 142 133
July .. . 338 169 129 135 126 137 18 110 112 143 133
August P .. 340 2380 187 120 135 125 137 119 110 112 143 133
feptember .. .. 353 236 167 129 133 125 138 119 100 108 144 134
October .. . 338 239 167 129 185 125 130 e 104 109 145 136
November . .. 318 230 187 120 135 126 140 119 100 110 118 137
Decemtber .. . 305 238 168 129 135 126 140 118 100 110 147 187
1844 Januacy . m 230 169 130 136 126 140 118 100 111 149 18
February .. . 222 169 130 136 126 140 118 109 111 150 130
March . . 304 218 169 130 138 125 141 118 110 111 150 141
Apell . . 301 223 170 130 17 128 140 118 Ho 112 168 145
Muy . . 205 227 171 130 138 126 140 118 110 112 155 146
June o . 304 228 171 1 187 127 140 118 110 113 157 1468
July . . 303 232 172 131 136 127 140 118 111 116 158 147
August . .o 302 241 172 131 136 128 140 118 1t 115 159 148
8eptombet. . . 305 231 172 13 13¢ 128 149 118 110 112 164 188
October .. . 01 231 171 131 136 128 140 118 110 11 165 157
Novomber . . 803 238 172 131 137 128 140 118 111 112 .. 161
December .. .. 306 228 172 13 137 128 140 118 .o 112 . .e
1045 Jannary .. . an3 221 172 131 137 128 140 18 .o . . ..
February .. . 303 221 172 13t 138 128 140 118 .e . . .
March .e . 310 217 172 131 138 128 141 .. . .o . .

P—Wholesale Prires. C~Coat of Living, Sources: Caloutta—Indian Trade Jouwrnsl (P): Bombay—labour Gazette (C); UK.~
Board of Trade (P); Ministry of Labour (C); U.8.A.—Burean of Labonr Statistles (F.C.); Canada—Domlinlon Bureau Statistics
(P.C.) ; Germany—Mouthly Bulletin of Biatintios, League of Nations (P.C.) ; Japan—Bank of Japan (P.C.).
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STATEMENT U

INDEX NUMBERS OF WHOLESALE PRICES IN INDIA BY GROUPS OF ARTICLES SINCE 13839-40

(Average of weekly figures)

{Week ended 19th August 1939=100; Source: Economic Adviser to the Government of India)

(Reference paragraph 12)

Certain Industrial Articles
Year Agricul. Primary Manufac- Chief Ar- Cotton Juto Food
and tural Com- Raw Commodi- tured ticlos of General Sogar Kerosene Petrol  Manu- Manu- Coment  Articles
Mouth moditiea Materials tiea Articles  Export Index factures  factures
1939-40* 127-5 118-8 121-2 131-5 130-5 125-6 121 109 109 17 178 109
184041 1086 12t-5 1134 119-8 114-1 114-8 100 12 125 118 188 114
1841-42 124-2 146-9 12-5 154-5 137-3 137-0 102 138 135 173 181 118
134243 166-2 165-9 166-0 190-4 1617 171-0 127 188 163 292 183 136
1943-44 268-7 185-0 2325 31-7 236-4 2%8-5 46 186 167 412 249 175
1844-45 5.4 206.0 240 .5 8.3 3.9 244.2 158 176 170 233 252 m
April 1942 120.9 182.3 141.7 162.6 139.5 146.0 126 167 162 193 169 133
May » 137.5 158.1 145.2 160.0 139.2 148.3 128 177 163 199 153 133
June . 146.3 162.1 162.3 168.5 147.2 165.2 120 177 163 212 143 133
July " 163.0 162.3 156.5 172.1 162.1 169.9 120 177 183 242 1681 134
August » 152.4 162.4 1568.2 174.6 151.0 160.0 120 177 163 258 169 133
September ,, 158.3 163.1 159.0 178.2 152.6 163.1 120 188 163 282 163 133
October ,, 164.6 165.3 164.9 188.5 169.5 169.7 120 194 163 300 181 133
November ,, 7.2 168.6 170.2 203.8 165.3 176.9 120 194 163 300 181 133
December ,, 178.7 171.3 175.8 221.5 171.6 184.9 120 194 163 414 219 137
Jenuary 19043 189.2 171.5 182.2 224.1 177.4 190.5 138 194 163 416 226 146
Fobraary ,, 203.6 172.0 180.6 226.5 - 187.8 191.7 143 194 168 427 222 146
March » 238.4 172.0 210.0 227.0 210.4 218.5 143 194 166 437 220 145
April " 285.7 174.2 225.4 235.8 226 .4 221.6 143 194 166 469 232 145
May " 282.6 173.4 233.7 246.8 240.8 236.4 143 194 166 506 256 143
June " 284.1 178.4 237.1 257.6 243.2 241.4 143 188 166 513 262 162
July » 273.0 182.8 233.7 259.6 236.3 23.0 143 203 168 493 237 186
Auguat ,, 273.3 183.8 234.3 251.6 239.3 21.9 143 104 166 426 244 185
September,, 272.0 181.4 232.4 251.3 238.2 236.3 143 177 186 417 247 182
October ,, 277.6 184.6 235.8 255.8 243.6 240.8 143 178 166 417 253 182
November ,, 268.5 189.1 234.3 256.9 239.3 239.1 149 178 166 406 252 186
December ,, 261.0 189.3 230.3 251.8 234.2 234.8 151 178 166 381 251 182
January 1944 262.7 193.4 233.2 251.3 234.0 231.0 131 178 166 381 262 182
February ,, 268.4 194.8 231.8 251.0 232.4 235.7 151 178 168 350 254 182 243.4
March » 248 .4 188.7 228.9 252.3 226.7 232.1 151 178 176 328 256 189 2362
April " 247-8 199-4 227-7 261:2 229-8 2346 151 178 176 324 258 212 233.7
May " 250 -6 203-1 231-0 2625 235-9 231-4 151 178 176 321 256 212 228.3
June » 256-1 2043 234-5 259-4 239-3 239-17 151 180 176 300 256 212 232-1
July » 2685 203-8 241:2 260-7 246-7 245-3 151 181 178 205 266 212 2369
‘August  ,, 268.8 201.5 240.3 262.6 246.9 245.0 151 176 168 205 266 212 237.3
September ,, 265.3 203.2 230.2 259.0 244.5 243.3 151 17 168 260 250 212 2342
October 262.7 208.3 240.1 255.8 242 .4 243.4 159 175 168 286 249 212 233-9
November ,, 268.9 209.6 244 .1 2%55.7 246.2 246.5 167 175 168 286 242 22 2354
Deccmber ,, 273.8 210.2 247.1 266.8 248.0 249.2 167 176 168 285 246 209 231-4
January 1945 275.3 211.68 248.5 257.1 249.7 250.3 167 176 168 285 248 208 233.5
Februacy ,, 274.5 208.0 246.9 255.7 249.1 248.8 187 175 163 278 252 208 231.3
March » 273-6 246.2 253.7 249 .8 247.8 167 175 161 274 255 208 234.9




101

STATEMENT Il

BaLaNce oF TRADE IN MERCHANDISE OF BrITIsH INDIA, 1944-45
(Reference paragraph 14)

(In lakhe of rupees)

1943.4 19445
Imports® Import Exports Ezport Re-exports Totsl Ex- Balance of Importa®* Import Exports Ezport Re-exports Total Ex. Balance of
Price Price ports trade Price Price ports trade
Indicest Indicest Indicest Indicest
9,37 16¢ 15,37 118 51 15,88 + 651 April 12,69 142 16,23 135 76 16,99 + 440
8,04 117 16,39 125 36 18,75 + 81 May 17,06 123 15,97 133 28 16,25 — 8t
8,67 137 18,01 128 27 18,28 + 961 June 14,21 125 18,94 145 28 19,22 4 501
7,62 105 12,68 142 1,17 13,83 + 61 July 19,26 133 21,37 132 56 21,03 + 267
9,56 159 18,77 126 50 17,27 + .1 August 17,26 136 18,21 140 47 18,088 4+ 142
8,91 136 13,98 132 49 14,47 4+ 556 September 13,36 125 18,563 131 2,75 21,28 + 7,92
8,35 145 18,36 124 2,65 21,01 + 12,66 Octobor 16,86 120 18,26 130 3,03 21,29 4+ 443
9,76 134 19,87 128 3,03 23,00 + 1324 November 18.54 113 17,10 132 75 17,85 — 69
12,80 150 11,85 128 35 12,20 — 60 December 16,13 18,66 2,17 20,73 + 460
11,85 119 16,53 132 53 17,086 4 521 January 18,20 18,07 1,40 18,47 + 127
11,35 108 23,10 116 56 23,66 + 1191 February 17,84 15,91 2,45 18,36 + 52
12,37 138 16,04 123 54 16,58 + 4,19 March 19,68 13,24 1.5 15,02 — 4,66
119,08 132 19903 125 10,96 20999 + 90,94 Total 2,00,99 2,10,39 16,68 22101+

* Excluding value of railway materials imported direct by State Railways working under company management which are not paid for in the ordinary way
and not therefore taken into account in arriving at the balance of trade, 1 Base 1927-28 = 100.

STATEMENT 1V

HicrEesT, LOWEST AND AVERAGE (ANNUAL) PRICES oF GoLp aAND SILVER IN BoMBAY AND IMPORT DuTy

ox SILVER SINCE 1926-27
(Reference paragraph 19)
Gold (per fine tola) Silver (per 100 tolas gross)
Year Highost Lowest Average Highest Lowesat Average Import duty
Re. a. p. Rs. & p. Rs. a. p. Re. a. p. Rs. a. p. Ra. a. p. Ra. a. p.
192627 .. . 2111 @ 21 4 6 21 7 8 72 0 85 8 0 63 1 § Nil
1927-28 .. ‘e 2111 3 21 4 8 21 7 6 N 61 2 O 36 8 0 59 3 7 o
1928-28 .. .. 2111 6 21 4 6 2] 610 66 6 0 58 2 O 860 9 2 »
1929-30 .. .. 2 00 21 6 3 21 7 8 59 7 © 46 14 O 53 911 ”
1930-3)} .. - 2113 3 21 3 6 2112 6 57 4 0 39 0 0 46 15 1 8 6 0
1931321+ .. . 31 2 0 21 3 6 2¢ 4 3 66 8 © 4112 O ‘50 311 14 1 0
1932-33¢ .. .e 32 1 6 26 10 O 20 &5 2 60 0 O 4814 O 8211 4 14 1 ©
1933-341 .. - 3412 0 2811 © 2 4 5 5914 © 5215 0 56 010 17 9 3
1934-35¢ .. . 36 13 3 33 3 0 3515 8 69 0 O 8 7 0 6013 § 1111 &
1935-36t .. .e 3812 0 31 3 6 35 411 87 0 0 46 12 0 66 1 1 411 O
1936-371 .. . 35 8§ 0 3315 3 412 6 56 2 ¢ 47T 0 O 60 5 8 411 O
1937-381 .. .. 3 2 9 3¢ 3 ¢ 4 71 55156 6 46 1 6 51 4 1 70 8
1938-39t1 .. o 3710 8 3412 3 3610 3 53 1 6 48 2 0 St 11 3 7 0 6
103940 .. e 43 8 ¢ 36 9 0 39 13 11 o8 4 0 4 7 6 63 4 9 7 0 8
194041 .. .. 48 8 0 40 2 & 42 6 0O 6413 0O 5410 O 62 8 0 7908
1041-42 .. . 6712 0 4 9 & 44 711 97 6 0 6l 12 6 66 11 4 8 7 0
194243 .. .- 2 00 4 12 0 57 10 10 116 8 0 7% 4 0 94 2 6 8 70
1943-44 . .. 9 4 0 65 4 0 7611 6 141 8 0 101 8 6 120 711 8§ 70
194445 .. . 7612 ¢ 6l 2 0 717 4 143 4 O 113 10 0 12810 9 8 70

1 Gold exported from India.



ot

Month

194445
April
May -
June
July
Avgust
September . .
Octobor
November .
Decomber ..
January
February ..
March .

Spot

Highest  Loweat

Rs. a.p. Re a p.

712 0 7T

124 & 27) (4)

512 0 7313

(10} (23}

7410 0 72 1

M (23)

7512 0 73 9

(8) (3

.- . 7312 6 7412
(18} {24)

.. 175 5 6 63 0

(1) (21)

. 69 40 6 2

(3) (26)

6 0 0 6 §

{17 & 18) 1)

- .. 7412 0 6315
(29) 4}

% 5 0 64 8

(2} (30)

7412 0 G668 15

(28) )

. .. 5 40 68 6
(T {13)

0

0

0
0

o

STATEMENT V

Hrerest, LowEsT AND AVERAGE (MoxTHLY) PrIcEs oF Bar GoLp

(Reference paragraph 19)

Avorage

Re. a. p

7413 10
74 14 11
73 8 2
5% 0 9

=3
et
—
17
(-] >

-3
=
—
(4]
o

72 811

Figures within brackets refer to dates of quotations.

Gold (per fine tola)
Settlement
Highest Lowest
Re. & p. Ra s p.
7712 0 7110 0
(26) {4}
76 1 0 i3 B 0
(3 3
7410 6 71 0
(L) {23)
% 2 0 73 & 6
31 4
76 10 0 4 6 0
(7 & 21) (24)
755 2 6 61 14 0
(1) (21)
68 3 0 59 8 O
6 (26)
66 8 0 60 8 ¢
(17) )
76 4 0 6311 O
{26) 4)
7% 8 O 63 2 0
(2) (30)
74 10 66 6 0
28) {1}
%% 2 0 6714 O
5 (15}

AND SOVEREIGNS IN BoMBaAY, 1944-45

Sovereigns Average
estimated
stocks of

gold during
each month
in Bombay

Average Highest Loweat: Average

Rs.
74
74

a.p. Ra. a.p. Rs ap. Rs a p  (Tolas)
14 2 5212 0 49 12 0 51 9 0 7,50,000
(26) @
1411 52 2 0 3014 0 5110 0 337500
(3) (23)
6 8 51 6 0 80 0 O 50 10 7 1,50,000
(1) (206}
11 11 3112 0O 5312 ¢ 3l B8 6 56,250
{(8) (3)
2 5 2 2 0 51 6 O 5110 11 1,25,000
(N & 8)
8 8 5110 0 40 12 0 43 10 1 1,05,000
M) (20)
311 47 @ Q 4 4 0 45 2 3 75,000
' (21 (26)
10 11 4512 0 4 0 0 44 13 10 95,000
(23) (1% 7)
13 4 &5 80 45 0 0 47 6 9 2,10,000
29 (2% 4)
131 5112 0 43 0 0 50 4 4 2,87,500
(4} (30)
8 3 61 6 0 47 8 0 49 6 0 1,43,750
(28} (3
1 3 3110 0 47 8 0 49 14 11 1,30,000
(3) {13)

The price of gold i the United States was uncbanged at $33 per fine ounce.



STATEMENT VI

Prices oF GoLD AND SILVER (WEEELY) AND ESTIMATED STOCKS IN BoMBAY, 1944-45
(Reference paragraph 19)

Gold (per fine tola) Silver {(per 100 tolas gross)
Premium Premiem
Friduy Kpot of ready Estimated Spot of ready Estimaved
Settlement over set- Stocks Bettlemont vver set-  Stocks
tlement (Tolas) tlement (Burs)
rato rate
1941186 Rs, a, p. Rs, 4. p. Rs. a. p. Ra. a. p. Rs. a.p. Rs.a. p.

April 7 .. T4 0 0 74 0 0 .. 10,00,000 133 8 0 131 8 0 2 0 O 500
I 14 7 8 0 16 8 0 .. 7,00,000 13012 0 137 2 0 210 O 500
. 21 % 6 07 6 0 01 0 700000 110 4 0 137 8 0 212 0 450
» 28 3 8 0 18 8 0O .. $,00,000 138 8 0 137 2 0 1 6 O 350

May 5 5 9 0 7% 9 0 4,560,000 13812 0 13612 0 2 0 O 450
” 12 % 5 0 76 8 0 .. 4,00,000 130 1 0 137 8 0 112 0 500
v 19 74 0 0 74 9 0 ‘e 3,00,000 134 0 0 133 0 0 Y O 0O 600
” 26 .. 4 8 0 T+ 8 0 .. 2,00,000 131 0 0 12912 0 1 4 0 450

June 2¢ ., 7410 0 7410 0 .. 2,00,000 13610 0 134310 0 1 0 O 8§00
” 9 ., W11 0 71310 0 0 1 0 1,50,000 133 6 0 132 2 0 1 4 0 500
" I6 .. 7313 0 711 0 0 2 0 200000 12712 0 126 8 0 1 4 0 700
v 8 .. 721 0 72 0 0O O 1 O 1,650,000 126 2 0 12210 0 3 8 O 700
v 30 .. 7312 0 1310 0 0 2 O 50,000 131 8 0 128 0 0 3 8 O 500

July 7 .. 7 2 0 7412 0 0 8 O 40,000 134 2 0 130 6 0 312 0 600
” 14 .. 76 4 0 75 0 0 0 4 O 75,000 13412 0 13112 0 3 ¢ O 500
» 200 .. 75 5 0 7 0 0 0 b5 0 60,000 13512 0 132 8 0 3 4 0 500
" 28 .. 75 5 0 7 3 6 01 6 60,000 139 2 0 1356 2 0 4 0 O 400

August 4 .. e .e e 2,00,000 .. v ve 350
”» n+* .. 7 4 0 75 1. 0 0 3 0 1,00,000 13114 0 . 800
" 18 .. 76 0 6 76 9 0 O 0 8 1,00,000 134 0 0 .. .. 500
- 26 .. 76 0 0 7413 0 0 3 0 71,00000 13012 ¢ 128 8 0 1 4 O 600

September L ., 76 6 0 6 6 6 0 4 6 50,000 132 4 0 131 0 0 ) 4 O 500
9 8 .. 72 0 0 72 8 0 -0 8 0 1,00000 127 8 0 126 8 0 1 0 O 500
” 15 .. 6811 6 63 3 6 O 8 O 1,00,000 127 6 0 125 1 0 2 4 O 400
»s 22 .. 64 4 0 63 )0 0 010 O 1,753,000 12014 0 119 2 0 112 O 700
. 20 .. 701 0 6913 0 014 0 1,00,000 12213 0 122 5 0 1 8 0 700

October 6 .. 67156 0 67 7 0 0O 8 U 1,00,000 124 6 0 122 1 0 2 4 0 500
' 13 .. 6710 0 6610 0 1 0 0O 76,000 126 0 0 123 0 0 3 0 0O 300
» 20 .. 6814 0 67 2 0 112 ¢ 76,000 12410 0 12210 0 2 0 O 500
»” 27 .. 6410 0 63 4 0 1 6 O 60,000 119 0 0 117 0 0 2 0 0 500

November 3 .. 63 8 0 62 8 0 1 0 0 80,000 14 8 0 113 8 0 1 0 0 600
” 10 .. 63 9 0 ¢2 6 ¢ 1 3 ¢ 50,000 14t2 0 113 4 0 1 8 € 8350
’e 17 .. 66 0 0 6614 0O 0O 2 0 100,000 120 0 0 11810 0 1 6 O 6350
. 24 .. 65 5§ 0 66 1 0 0 4 0 150000 12212 0 12112 0 1 0 O 750

December 1 .. 6414 0 G411 0 0 3 O 20,000 12012 0 120 0 0 012 O 1,200
» 8 .. 66 0 0 6414 0 0 2 0 200,000 12110 0 121 8.0 0 2 O 1,000
»» 15 .. 66812 0 66 9 0 O 3 0 200,000 126 0 0 12612 0 O 4 O 550
v 22 ., 741 0 74 00 0 1 ¢ 250000 135 0 0 134 0 ¢ 1 0 0O 550
" 20 .. 7412 0 7411 0 O 1 0O 200000 13112 0 131 8 0 O 4 0O 1,600

Janoary & .. 76 3 0 76 3 0 .. 3,00,000 12614 0 12012 0 0 2 O 1,500
" 12 ., 76 2 0 T 2 0 3.50,000 13010 0 130 8 ¢ 0 2 O 1,600
" 19 .. 3 6 0 73 &6 0 .. 2,50,000 1014 0 Y3012 0 0 2 O 1,200
" 26% ,, 69156 0 63215 0 . 2,560,000 130 8 0 128 8 0 2 0 O 4,000

February 2 ., 69 8 0 69 1 0 0 T 0 150,000 123 4 0 3123 0 0 O 4 O 4,000
”» 9 .. 7t 5 0 71 00 05 0 100000 124 4 0 124 0 0 O 4 O 3,000
» 16 .. 73 0 0 72 8 0 0 8 0 1,75000 126 0 0 12412 0 O 4 O 3,000
. 23 .. 73 6 0 73 2 0 0 4 0 1,560,000 1281 0 12712 0 O 5 © 3,000

March 2 .. 7410 0 74 3 0 0 7 O 1,75,000 128 7 0 128 4 0 0 3 O 2,500
” 9 .. 72 6 0 72 4 0 0 2 0 1,60000 12610 0 126 6 0 0 4 O 1,500
» 16 .. 69 0 0 6812 0 O 4 O 175000 123 1 0 12413 0 0 4 O 1,600
" 23 .. 721 0 72 7 0 0 8 0 75,000 12014 0 12814 0 1 0 O 2,000
. 30 .. 7340 7211 0 0 90 75,000 128 6 0 128 2 0 0 4 O 2,000



o1

Month

1944-45
April ..

May

June

July
August. .
September
October
November
December
January
Febnmry.

March

STATEMENT VII

Price or SILVER IN LoNDON, NEW YoRrK AND BouBaY (MoONTHLY), 194445

(Reference paragraph 22)

Price in London Market price in

(per standard New York
ounco) (por fine ounce)
Highest, Highest,
Loweat, Lowost,
Averago. Average. Highest
. Cents. Rs. a. p.
. 23% 443 143 4 0
(24)
23} 44} 13912 o0
(10)
. 23} 441 13510 0
1)
.o 23} 443 133 8 0
{26)
23% 443 135 0 0
(21)
. 231 443 132 4 0
(1&2)
23} 441 126 0 0
(13)
. 23} 43 124 8 0
(28 & 29)
. 23% 443 135 0 0
(22)
. 251* 443 133 4 ©
(23)
.. 253* 443 12010 0
(22)
. 25} * 44} 13112 0

(5)

Spot

Lowest

Rs. a. p.

132 6 0
4)

120 6 0
(23)

126 0 ©
(20

130 9 0
3

120 0 ©
(24)

11912 0
(23)

116 0 ©
29
11310 0
o)
119 2 0
@

19 7 0
31
19 8 0
©)

124 8 0
(16)

Price in Bombay (per 100 tolas gross)

Average
Rs. a. p.
137 10 10

13512 7

13014 8

135 0 3

125 6 7

122 510

113 1 6

125 15 8

12815 0

124 14 1

12715 9

Highest
Rs. a. p.
141 ¢ O
(26)

13713 0
(10 & 16)

135 0 0
(1)

138 0 O
(31)

13¢ 2 0
@n

131 8 0
(1
123 5 0
(13)

123 2 0
(24)

135 8 0
(26)
13212 0
(22)

128 2 0
(23)

132 0 0
(3

Settlement

Lowest
Rs. a. p.
129 4 0
{1)
12710 0
(23)

122 6 0
(20}

127 4 0

$&4)

12711 0
(29)

117 4 0
21

113 8 0
(27 & 31)

uriz o
)
ns 2 o
@
117 4 0
(30)
19 0 0
(8)

12312 0
ae)

Average
Re. a. p.

186 ¢4 8

128 11 7

130 1 &

123 14 4

120

-3
W

116 12 10

127 9 0

Avorage
estimated
stocks during
each month
in Bombay
{in bars of
2,800 tolas)

450

500

580

475

538

660

2,060

3,250

1,900

Figures within brackets refer to dates of quotations. * The price was changed from 231d. per standard ounce to 253d. per fine cunce from 2nd January 1945.



STATEMENT VII

PORCHASES OF STERLING BY THE RESERVE BANK OF INDIA SINCE 1037-38

(Reference paragraph 24)

(In thonsands of £ and rupees)
Not purchases §{ Average rate - Net purchases Aversgo rate
of purchases* of purchases®
£ Ra. s, d. £ Rs, o, d
25,140 33,28.87 1 Gi 1937-38 1938-39 25,468 34,06,19 1 51
72,596 56,86,20 1 53% 193940 1940-41 517,083 76,10,90 1 6
73,319 97,7572 1 6 1941-42 91,673 1222243 1 6
1943-44 Months 194448
8,219 12,29,25 1 8 . . April e . 8,783 11,70,85 1 8
8,721 11,62,79 1 6 . . May . . 4,865 6,47,11 1 (]
6,338 8,45,08 1 6 . . June . . 6,824 9,09,74 1 6
7,008 9,34,17 1 [ . . July . . 12,400 16,563,009 1 4
8,546 11,39,46 1 6 .. . August . . 10,218 13,62,18 1 6
8,371 11,16,08 1 4 . . September , ., .e 7,037 9,38,23 1 6
8,947 11,02,89 1 a . . October .. . 0,285 12,37,98 1 ]
7,476 9,96,78 1 6 . November .. . 9,407 12,564,21 1 [
9,673 12,76,30 1 8 . . December ., . 9,731 12,97.40 1 (]
11,130 14,84,03 1 6 . . Jan . . 4,447 5,92,61 1 6
5,695 7,46,88 1 [} . . February ., e 3,601 4,70,68 1 ]
14,388 19,18,41 1 6 .e March . . 5,220 6,05.38 1 6
105,310 1404112 1 § Total . . 91,808 122.38,36 1 6
1 Represent excess of deliveries under ready and/for forward contracts over sales. * Nearest to & d.
STATEMENT IX
ProviNciAL GOVERNMENT BUDGETS, 1945-46
(Reference paragraph 34)
(In lakhs of rupoes)
Acoounta Revised Eatimates Budget Estimates
1943-44 1044-45 1945-46
Province Revenue Expen. Suorplus4+ Revenue Expen- Surplus4 Revenue Expen- Surplus4-
diture  Deficit — diture  Deficit — diture Delloit —
Madraa . . 20,84 29,84 . 40,37 40,20 + 17 41,15 4045 4 80
Bombay .. .. 2521 21,60 + 3,71 32,12 31,23 4 89 29,09 29,00 .o
Bengal .o .- 23,72 26,75 — 3,03 35,66 47,01 —11,36 28,79 31,39 — 8,60
United Provincos .. 24,26 24,24 -+ 2 27,63 27,38 + 15 27,62 27,37 + 15
Punjab . .. 21,20 16,84 +4,36 23,49 21,10 41,39 21,17 18,26 41,92
Biher e .. 10,31 10,86 — &6 11,99 10,12 +1,87 11,31 8,07 +2,34
Central Provinces and
Rerar . 8,66 8,55 + 1 9,49 945 + 4 9,48 9468 4 2
Assam .e .. 0,186 4,45 + Tl 6,81 613 — 32 5,38 540 — 2
North-West Frontier
Province .. .. 2,65 2,35 + 20 2,76 292 —~ 16 2,687 2,79 — 12
Orissa .o oo 2,56 2,04 + 2 3,13 3l + 2 2,94 303 — 9
Sind .. .. .. 9,054 5,93 + 4,01 9,43 040 -+ 3 8,67 864 4+ 3
Total . 18331 15185 + 9,46 20078 20805 — 727 18817 1914 —357

106
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STATEMENT X

SUBVENTIONS AND OTHER PAYMENTS MADE BY THE CENTRE TO THE PROVINCES UNDER THE (FOVERNMENT OF
Ixp1A (DisTRIBUTION OF REVENUES) ORDER AS AMENDED

( Reference paragraph 35)
{In lakhs of rupees})
INCOME-TAX JUTE DUTY SUBVENTIONS

Paid to 1938-390 1043.44 104445 1045.46  1938.39 1943-44 194445 1945-46 1938-39 194344 104445 194546
Aocounts Accounts Revised  Budget Accounts Accountzs  Revised DBudget  Accounts Accounts Revised Budget

Bengal . . .. 30-00 3,90-00 531-20 4,65-80 2,°21-27 1,16-82 1,20°31 1,2]-22 . 3,00.00 7.00.00 .
Bombay .. . .. 3000 3,9-00 531-20 46580 . . .. . .o . . .
Madras .. .. .. 22.50 2,892-50 3,98-40 3,49-33 e . . .o
Thited Provinces .. .. 22-50 2,92-50 3,98-40 3,49-35 .. . . . 25:00
Punjab .. .. .. 12:00 1,568-00 212-48 1,86-32 .. oe
Central Provinces and

Berar .. .. .. 71:50 97-50 1,32:80 1,16-45 . o . e ..
Bihar . . .. 15-00 °1,95:00 2,63-60 2,32-90 17-12 9-68 7-90 7-80 . .
Assam .. . .. 8-00 39-00 33-12 46-58 11-69 11-01 10-72 10-08 30-00 3000 30-00 30-00
Origea .. e .. 300 39-00 53-12 46-58 092 0-80 087 0-90 43-00 4000 40-0¢ 40-00
N.W.F.P . .« 160 T} 19-50 26-56 23:29 .e . . .- 1,00-00 1,00:00 1,00:00 1,00:00
Sind . . .. 300 39-00 53-12 46-58 . . . .. 1,05-00 1,05-00

Total .. 1,50-00 1950-00 26,56-00 23,28-00 25100 1,3831 14000 14000 3,03-00 57500 87000 1,70-00



Lot

STATEMENT XI

GOVERNMENT BALANOES IN INDIA WITH THE RESERVE BANK OF INDIA AND AT GOVERNMENT TREASURIES, 1944-43

(Reference paragraphs 37 & 41)

(In lakhs of rupees)
Reserve Bank of India Government Treasuries

Central Government Provincial Governments Last day of the month Central Government Provincial Governments
1943-44 194445 1943-44 1844-45 1943-44 1944-45 1943-44 1944-45
12,67 67,66 16,25 22,20 .. .. Apri .. — 26 — 29 83 1,59
9,68 56,27 8,28 1397 .. .. May . 4 — 29 .92 1,20
8,39 70,90 10,03 16,54 . . June .e 20 9 1,00 1,20
18,99 1,08,37 9,14 17,71 .. ve July . 6 -_3 8¢ . W:1:
21,25 1,34,42 1T 16,41 . . August .e — 22 33 111 1,69
21,52 1,84,80 12,44 13,12 .e e September .. 2 50 37 1,19
26,74 1,92,08 12,62 11,72 . . October .. 5 8 1,03 1,47
56,80 2,28,82 9,48 12,78 . . November .. 13 17 1,09 1,46
12,69 2,50,82 9,90 14,18 e . December ., 19 — 22 1,04 1,49
39,75 2,70,64 18,13 22,66 ’e . January ., — 19 45 1,63 2,09
51,14 2,49,01 16,56 18,42 . ‘e February .. — 40 7 1,70 1,94
83,49 2,68,79 24,72 29,90 .. .+ March .. — 14 — 20 2,10 3,20

30,25 1,73,69 12,86 17,52 ‘e . Average .. — 4 5 1,14 1,68



8ot

YEaR

1518-19
1919-20
1920-21
1921-22
1922-23
1923-24
1924-23
102526
1926-27
1927-28
1928-29
1920-30
1930-31
1931-32
193233
1933-34
1934-35
1935-36
193637
1837-38
1938-39
103940
194041
1941-42
194243
1043-44
191445

STATEMENT XIIL

GoverNMENT OF INDIA TREASURY BILLS SiNcE 1918-19

Amount offered
for tender

33,15,00
31,75,00
65,00,00
.. 96,00,00
104,00,00

. 81,00,00
.. 80,00,00
61,50,00

. 58,00,00
. £3,00,00
72,00,00

.. 83,50,00
. 71,50,00
. 84,00,00
- 81,00,50
317,00,00
384,00,00

. 252,00,00

( Reference paragraph 38)

Amount

tendered

3,62,30

38,19,60

93,8525
107,22,50
107,60,75
139,32,00
120,85,00
103,85,26
113,51,50
125,99,00
117,86,00
128,90,25
116,96,50
162,48,00
140,27,00
527,43,50
628,59,00
651,48,50

Amount
sold

87,09,05
102,48,00
139,18,00
139,26,00

95,84,00

50,68,00

25,86,90

20,48,75
44,73,00
69,11,00
75,00,00
65,97,00
78,14,25
£9,47,50
57,76,75
80,98,50
71,89,25
82,13,25
70,50,00
84,00,00
81,00,50
809,42,00
359,71,25
299,27,75

Amount of inter-
mediates sold

4,50,45
1,89,25
20,00,75
89,0176
126,25,50
65,60,25
35,98,75
29,35,00
12,73,75

15,35,75
49,93,00
17,32,75
37,59,50
62,50,75
36,47,60

* Including holdings in the Currency Reserve up to 1934-35 and in the Isaue Department of the Bank thereafter.

Total amount
sold

87,09,05
102,48,00
136,18,00
139,26,00
95,84,00
50,68,00
30,37,35
22,38,00
84,73,75
1569,02,75
201,25,50
121,587,258
112,13,00
88,82,50
70,60,50
80,98,50
71,99,26
97,40,00
120,43,00
101,32,7%
118.60,00
371,92,76
396,18,75
229,27,75

{In thousands of rapees)

Amount
outstanding
st end of year®
49,24,30

52,98,00
104,93,10
111,85,70

71,23,90

51,77,20

49,85,40

49,63,15

41,4715

39,52,55

43,14,80

65,2545

61,26,60

97,19,83

61,57,20

59,23,70

54,34,25

32,13,00

28,53,76

$8,00,50

46,30,00

54,70,50

68,90,26
136,97,75
264,69,50
110,61,25

86,70,60



STATEMENT XIII

GovErRNMENT oF INDIA THREE MonTHS TrREASURY BILLs, 1944-45

1944—45
Week
April

J uvl’y
”
A\;’gush :
Scztembc:
”
October

”w
November

*”

”
Decembor

Ju.'l;un,ry

Fo’l;mary

(Reference paragraph 38)
SALES TO PUBLIC

(In thonaands of rupees)

Total amount ont.  Average
standing including rale of

Amount offored Amount Amount Amount Amountout- amount outstanding discount

14
21
28

12

for tender  tenderod sold  discharged standing on account of Issue of
Department, Provinces accepted
and others tenders
: Re, a. .
. 4,00,00 80,75 80,25 6,00,00 70,817,00 103,90,00 012 10
2,00,00 1,18,00 1,09,00 5,74,75 66,21,25 101,12,25 013 ¢
2,00,00 3,62,00 1,88,75 7,68,76 60,53,25 96,39,25 012 9
2,00,00 6,01,00 2,07,26 8.43,50 54,17,00 90,78,00 012 o
4,00,00 12,14,60 4,08,00 8,23,2 50,01,75 88,10,75 0 10 11
4,00,00 13,18,75 4,00,00 8,00,00 46,01,75 £2,85,74 0 9 o
4,00,00 15,22,75 4,00,00 8,00,25 42,01,60 79,66,50 0 & 0
.o 400,00 13,39,00 4,00,00 90,50 45,11,00 81,60,00 0 6 1p
.. 6,00,00 12,40,75 6,75,00 1,25 501,84,75 88,78,75 0 611
. 6,00,00 11,089,765 6,24,25 9,46,00 47,63,00 80,12,00 n 6 3
6,00,00 9,42,00 5,95,75 1,14,60 52,44,25 83,88,25 07 8
6,00,00 9,66,75 5,80,78 4,668,256 53,68,75% 85,90,75 0 8 4
6,00,00 8,03,25 G,24,25 7.97,60 51,96,60 84,4450 0 & 0
4,00,00 7,42,26  4,00,00 80,25 65,1525 88,21,76 07 9
.. 4,00,00 8,44,20 3,96,00 1,11,00 58,00,206 91,85,75 079
.. 400,00 9,07,26 3,88,75 183,75 60,05,25 93,27,75 0 710
.o 400,00 12,43,00 4,08,25 201,60 62,12,00 03,69,60 07 9
. 400,00 129725 4.0675 16,50 66,03,26 90,90,75 07 9
Lo 400,00 14,91,25 3,05,26 6,18,2 62,90,25 93,02,76 079
6,0000 19,2500 67800 208.25 67,60,00 93,87,60 07 &
6,00,00 13,32,50 6,60,75  3,80,00 69,49,76 100,17,76 0 710
6,00,00 14,62,060 5,11,50 3,97,00 70,61,25 101,68,50 0 7 9
6,00,00 14,5750 17,0025 10,37,00 61,21,50 97,72,00 0 79
60000 14,6160 57750  1.63.00 71,42,00 102,46,50 0 711
6,00,00 11,23,76 6,26,75 6,00,00 71,68,75 102,48,25 0 710
.. 60000 100050 63125 60000 72,00,00 103,67,50 0 711
.o 600,00 1L3LE0 57228  8.20.26 1,52,00 101,44,00 0 711
.. 86,0000 10,99,00 5,79,50 3,79,76 73,51,16 102,23,756 0 711
. 60000 12,8015 4825  4.00.00 70,00,00 99,65.50 0 8 0
6,00,00 14,14,60 11,89,00 4,07,25 717,81,75 107,271,256 0o 711
6,00,00 15,00,50 8,00,75 - 17,03,25 76,79,25 105,91,756 0 711
6,00,00 16,78,00 521,25  1,688,50 80,35,00 110,74,3) 0 7 10
6,00,00 17,73,50 6,17,00  3,24,00 83,28,00 113,35,50 0 711
6,00,00 9,61,00 6,72,00 8,00,00 84,00,00 112,67,50 0 8 0
6,00,00 11,2875 580,25 10,6125 79,16.00 107,58,50 0 711
. 8,00,00 13,20,60 58425  7,00,00 78,00,26 108,28,76 0 711
< 6,00,00 10,15,25 5,18,50 5,71,60 78,01,23 108,24,76 0 8 0
-« 6,00,00 10,30.25  6,26,75  6,25,75 78,02,25 109,67,00 0 8 2
.« 600,00 8,58,20 4450 ¢,31,25 72,15,50 103,05,25 0 8 0
. 6,00,00 231,00  3,70,00 75,85,60 105,65,25 0 8 10
6,00,00 1,39,00 91,75  6,00,00 70,771,256 101,28,00 0 810
6,00,00 3,28,25 1,4100 4,00,00 66,18,25 ¥7,77,00 9 0
6.00,00 5,65,00 49275  6.00,00 63,11,00 97,03,50 09 0
400,00 401,00 38850  6.00,00 62.98,50 $6,49,00 09 ¢
ce 2,00,00 71875 19725  6.00,00 58.96.75 93,02,75 09 0
.. 2,00,00 14,2500  1,60,50  6.00,00 51,566,265 0,58,25 0 8 3
.o 200,00 12,9526  1,80,00  6.00,00 50,36,25 87,87,25 0 610
. 200,00 9,1625 299,50 12.00,00 41,3575 81,41.75 0 5 ¢4
400,00 10,8900  4,0000 69350 39.42.25 87,68,25 0 5 3
40000  1477,25 400,00  6.06.50 37,35,75 85,91,75 056
. 400,00  12,91,25 40000 60000 36,35,75 83,38,76 0 5 0
. 4,00,00 12,83,00 400,00 2,63,26 36,82,50 86,70,50 0 5 0
. 252,00,00 551,48,50 229,27,75  268,52,00 36,8250 86,70,50 0 710

were no sales of Intermediates Anring tho year.
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STATEMENT XIV.

GOVERNMENT OF INDIA TREASURY Birns TRANSACTIONS, 1944-45%

(Reference paragraph 38)

{In thousands of rupees)
1943.44 194445
PUBLIC Total amount PUBLIC Total amount
ontstanding outstanding
including including
Sales Dis- Outatand- asmount MONTH Sales Dis- QOutstand- amount
charges ings outstanding on charges ings vutstanding on
account of account of
Issuo " Issuo
Depurtment, Department,
Provinces and Provincos and
others othcra
40,0825 3907,25 117,91,50  229,46,00  April 503,25 27,8300  64,17,00 99,43,00
43,74,50  41,89,75 119,76,25 221,70,75 May 16,00,00 25,07,00 45,10,00 81,69,00
47,10,50 36,81,50 131,05,25  240,11,25  Juno 30,0000 23,1450  51,95,50 84,44,50
35,19,25 40,80,2% 125,44,25 223.69,25 July 186,00,00 5,02,00  62,03,50 93,21,00
32,00,00 43,04,50 114,39,76 186,63,75 August 20,00,00 16,03,60  66,00,00 97,04,25
39,96,60 48,02,25 106,34,00 162,25,00  Septembor  30,00,00  30,00,00  44,00,00 97.57,50
32,03,50 34,24,76  104,12,75 131,40,00 October 24,00,00 16,00,00 74,00,00 103,93,50
26,00,00 32,12,75  98,00,00 126,35.50 November  24,00,00  20,00,00 78.00,00 106,42.50
24,00,00  39,99,60 82,00,60 112,76,75 December 26,53,25 29,98,75  74,64,50 104,81,25
28,00,00 32,0050 78,00,00 110,3650  January 8,04,26  24,00,00 59,48,76 92,68,25
24,8950 25,9700  76,92,50 108,45,00  Fcbruary 9,87,00  24,00,00 45,35,76 84,21,78
23,18,75  24,02,50 76,08,75 110,61,25 March 18,00,00 26,53,25  36,82,60 86,70,50
396,18,75 437,02,50 76,06,75 110,6125  Total 229,271,715  288,52,00  36,82,50 86,70,50
* No Ways and Means Advances were tuken during the year.
STATEMENT XV
ProvinciAL GOVERNMENT TureE MonTRs TREASURY BILLS, 1944-45
(Reference paragraph 42)
(In thousands of rupees)
Average Amount
Amount rale of  outstanding
Week ended Iesuing . offcred for Amount Amount discount with the
Government tender tendered sold per cent. public
per annum
1944.45 Rs. & p.
April 28 Assam 1,00,00 1,70,00 1.00,00 013 0 2,50,00
Muay 26 Bengal 4,00,00 7,35,00 4,00,00 08 0 10,0000
Juno 9 Assam 1,50,00 3,00,00 1,60,00 0 8 0 2,60,00
June 9 Brngal 5,60,00 7,93,00 5,60,00 07 9 135000
June 23 Bongal 1,50,00 260,00 1,50,00 0 9 4 11,5000
July 28, Assum 2,00.00 2,70,00 2,00,00 0 811 3,50,00
Sept. 1 . Bengal 4,00,00 8,60,00 4,00,00 0O 9 0 11,50,00
Bept. 8 . Bengal 5,00,00 8,25,00 6,00,00 0 810 11,60,00
Sept. & Assam 1,50,00 1,90,00 1,50,00 0 810 3,50,00
Nov. 3 Assam 2,50,00 3,45,00 2,50,00 0 9 0 4,00,00
Nov. 24 Madras 1,00,00 3.10,00 1,00,00 09 0 1,00,00
Deo. 1 Bengul 5,00,00 10,35,00 5,00,00 09 0 10,00,00
Pec. 8 Benpal 5,00,00 5,80,00 5,00,00 0 9 6 10,00,00
Dec. 8 Assam 2,60,00 3,66,00 2,50,00 09 0 5,00,00
Dec. 15 Orissa 50,00 1,26,00 50, 0% 0 50,00
Jan, 5 Assam 1,00,00 1,25.00 1,00,00 09 9 6,00,00
Jan, 26 Agsam 2,50,00 3,40,00 2,50,00 010 0 8,50,00
Fob. 2 Bengal 5.00.00 5,10,00 5,00,00 010 0 15,00,00
Mar. 9 Assam 1,00,00 4,45,00 1,00,00 0 6 0 4,50,00
Mar. 16 Oriss.t 50,10 2,20,00 50,00 0860 50,00
Mar. 30 .. Assam 1,00,00 2,10,00 1,00,00 086 5 4,50,00
3 Provinces Total 1941-42 18,14,25 8,15,00 1,00,00
5 Provx.ncu ”» 1942-43 9,67,50 4,35,00 80,00
6 Provinces " 1943-44 65,63,50 45,65,00 12,30,00
4 Provinces » 194445 89,65,00 53,50,00 10,00,00




nt

STATEMENT XVI

PUBLIC DEBT OF INDIA SINCE 1913-14

(Reference paragraph 46)

(A) Rupee Debt
{In crores of rupces)
Post Office
Per. Over  Per- DBetween Per- Per-  Trea. Per- SavingsBank Per. *Qther Per. Percent-
End of Un- cend- 10 cend- 3and 10 c¢ent. Under cend- sury  cent. Doposits  cend-  obliga- cent. age -
March dated age of years ageof yeara ageof 5 years ageo, Bills age of and Cash ageof tions ageaf Total crease(4)
Total Total Total Total Total Certifi- Total Total or de.
cates crease{—)
1914 .. 144-52 80-4 1-00 0-6 — -— — —_ -— - 2311 12-9 11-08 6-1 179-717 —_
1919 . 143-20 39-9 26-42 7-4 2044 8-2 59-43 16-5 49-24 13-7 27-03 7-5 2402 6.6 358-78 4995
1924 .. 137°25 28-4 29-29 6-1 96-93 201 94-45 196 61-77 107 33-21 6-9 39-62 8.2 48252 +35-5
1829 .. 137-41 24-9 121-03 21-9 50-25 9-2 8l-54 14-8 43-15 7-8 56-79 10-3 61-04 11-1 551-21 —-14-2
1934 .. 126-69 13-3 160-73 23-2 67-93. 98 79-22 11-4 59-24 8-§ 115-94 16-7 83:34 12-1 693-09 +25-7
1939 .. 128-46  18-1 113-80 160 124-71 17-6  70-39 99 46-30 65 141-48 19-8 84-3& 11-8  709-96 - 2-¢
1840 .. 13993 19-2 147.24 20-2 113-75 15:6 49-35 6-8 54-71 7.5 135-33 18-6 87-48 12-1 T8 + 246
1941 .. 148-52 17-3 182-98 21-2 150-31 17-5  95-07 11-0 68-90 80 108-80 12-6 106-59 12-4 861-17 4-18-3
1942 .. 164-18 17-4 261-77 27-8 6875 7.3 117-16 12-5 136-98 14-6 95:865 10-2 96-61 10-3 941-00 4 9.3
1943 .. 245-50 20-3 238-68 19-8 91-75 7-6 172-80  14-3 264-70 21-9 92:77 77 99-98 83 126-18 +28-2
1944 .. 283.89 21.2 454.43 33.8 85.38 6.4 182.86 13.6 1}0.61 8.2 118.47 8.8 107.65 8.0 1342.69 +11.3

1945(Preliminary)284-03 181 395-97 25-2 282-42 18-0 249-49 15-9 86-T 5-5 157-52  10-0 115-71 7-3 1571'8% 4-17-1

* Includes (1) the unclaimed balance of old loans whioh have ceased to bear interest from the date of discharge, (2) balance of special loans (the
bulk of this relates to endowments made by the late King of Oudh for payment of pensions and stipends or for specific purposes of o religious or charitable
charaoter, guaranteed by Government), (3) balances of State Provident Funds, Pension Funds, and other accounts such as General Family Pension Fund, the
Hindu Family Annuity Fund, tho Postal Insurance and Life Annuity Fund, ete., and (4) the amount of Three-Year Interost-Free Bonds and Five Year Interest-
Free Prize Bonds.



STATEMENT XVI—(contznued)

PUBLIC DEBT OF INDIA SINCE 1913-14
(B) Sterling Debt *

(que'rence paragrapk 46) (In crores of mmpecs)
Percent-
Percent.- Percent. Between Dercent. Percent- t Other  Percent. age in-
End of Undated age of Overld ageof ©6andl0 - age of TUnderd  age of obliga. age of Total  creass {4)
March Total years Totat years Tolal years Total tions Total or de-
crease (—)
1914 - . .. 26557 99-9 — — - - - — 0-24 01 265-81  —
1919 .. . . 257 §4-8 4596 15-1 — — — - 0-32 01 304-08 4+ 144
1924 - .- .. 366-80 92.2 28-90 7-3 — — — — 2-08 0.5 39776 + 30-8
— 1920 . . .. 296-61 62-7 169-93 36-0 4-86 1-0 — — 1-58 03 472-58 4+ 18-9
¥ 1934 . . .- 206919 52:6 19850 388 — — 43-08 §-4 1:38 0-2 51215 + &3
1939 . ‘e .. 288-05 57-1 135-11 28§ 29-30 6:3 32-46 6-9 4-18 0-9 469-10 — 8- 4
1940 . e .. 255-63 578 115-44 26-1 39:09 8-8 23-15 6-4 4:18 0-9 42-49 — 57
1941 .. . .. 248-81 71-6 40-81 11-8 32-87 9:5 20-82 §-9 3-82 1-1 -3 — 22-1
1042 .- .- o 13400 63:6 34-66 16-4 17:32 82 20-95 9-9 377 1-8 210070 — 38.9
1943t .. .o o 20-32 36-5 4-06 73 6-83 12-¢ 20-62 37-1 3-71 67 5559 — 736
19443 .. . 3-3 86 3.97 10-1 5-82 14-9 21-56 55-1 444 11-3 3914 — 25-4
19453 (Preliminary) o 2:96 78 2-98 79 5-81 15-4 22°46 594 3-60 95 380 — 34

® Converted at 1gh. 4d. per rupes up to 1923-24 and thereafter at 1sh. 86d. 1 Including (1) the unclaimoed balances of old loans which have ceased to
bear interest from the date of diecharge and (2) the balances relating to Service Funds. ! Excluding Railway Annuities,



STATEMENT XVI
(A) Post Orrice Casm CERTIFICATES *
(Reference paragraph 48)

(In lakhs of rupccx)
Receipts Repayments Net receipts Amount
outstanding
1017-18 . . 10,00 L12 8,88 838
1918-19
191920 4,03 7,18 — 3,18 575
1920-21
102193 e 1,00 2,41 — 141 43
1922-23
1023 o 7,61 3,63 4,08 842
1924-256
102536 v o 15,66 3,10 12,56 20,97
1926-27
e S 13,61 3,88 9,73 30,70
192820 .. .. 4,91 3,31 1,60 32,30
1929-30 e 7,15 4,45 2,70 35,00
1930-31 . .o 11,78 8,36 3,43 38,43
1931-32 14,49 8,34 6,16 44,58
1932-33 . . 15,74 4,08 11,08 55,64
1933-34 . . 1331 5,24 8,07 63,71
1934-36 . ‘e 9,95 7,70 2,26 65,56
10356-36 . . 13,456 13,43 2 65,98
1936-37 .. . 14,88 16,46 — 1,58 64,40
1937-38 . 13,97 18,16 — 4,10 60,21
1938-39 14,71 16,36 — 64 59,57
1939-40 10,256 12,80 — 2,60 §17,02
1940-41 4,89 14,03 —10,04 46,98
194142 . 3,07 11,94 — 7,97 39,01
1042-43 3,16 8,20 — 444 34,57
1943-44 ve 5,50 5,43 7 34,64
1044-45 . . 5,48 4,31 1,17 35,81
* Figures for Burma are included up to 1936-37.
(B) YPosr OrFicE DEFENCE SavINGS CERTIFICATES T
Amount
Recoipts Repayments Nt roceipts outstanding
194041 .. . .e 2,41 12 2,20
194142 .. . .o 2,81 75 2,08 4,35
1942-43 . e 2,02 81 1,21 5,56
1943-44 .. .o . 2,43 1,02 1,41 6,97
194445 . e .. 55 — 85 6,42
T Replaced by the Twelvo-year Nativnal Savings Certifieatos from the 1st October 1043,
(C) Post OrFicE NATIONAL SAVINGS CERTIFICATES
Roccipts Repayments Net receipta Amount
outstanding
194344 8,66 1 8,86 8,65
1944-45 19,39 1 19,38 28,03
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STATEMENT XVIII

(A) Post Orrick SAvINGs BANK *

(Reference paragraph 48)

{1o lakhs of rupees\

Deposits Intcrest Withdrawals Net increase Amount
in Deposits outstanding
1913-14 .. 10,89 61 9,04 2,60 23,16
191415 .. 9,07 53 17,88 — 8,28 14,89
1915-18 .. 17,13 43 733 43 15,32
1918-17 .. 8,83 45 8,10 1,28 16,59
1917-18 .. 9,72 44 10,17 - 1 16,58
1918-19 .. 12,99 48 11,21 2,24 18,82
1918-20 .. . 17,18 56 156,22 2,62 21,34
1920-21 .. 18,22 62 17,33 1,51 22,86
1921-22 .. . 17,11 61 18,32 —~ 60 2.26
1922-23 .. 17,07 62 16,75 94 23,19
1923-24 .. 17,71 87 16,79 1,59 24,78
1924-25 .. 17,44 71 17,64 51 25,63
1925-26 .. 19,05 73 18,19 1,59 21,23
1926-27 . 20,38 79 18,49 2,28 29,50
1927-28 .. 23,14 86 20,84 3,18 32,68
1928-29 .. 28,24 97 25,39 1,82 34,49
1929-30 .. 26,25 1,02 24,63 2,64 3713
1930-31 . . 24,36 1,04 26,50 — 10 31,02
1931-32 .. 27,39 1,08 27,29 1,18 38,20
1932-33 . 30,96 L15 26,80 5,26 4345
1033-34 .. 38,87 1,28 29,37 8,78 52,23
1934-35 .. 38,67 1,34 37,26 2,75 58,30
1935-36 .. 46,33 1,60 38,88 8,95 67,25
1936-37 .. . 43,38 1,45 37,40 743 74,68
1937-38 .. 43,27 1,46. 39,76 4,97 71,56
1038-39 .. 44,61 1,42 41,85 4,38 81,94
193940 .. 40,5 5,15 45,22 — 3,56 78,38
1940-41 .. 25,36 93 45,09 —18,81 59,57
104142 .. 21,91 8k 30,18 — 7,44 52,13
194243 .. 22,26 73 22,84 15 52,28
1943 44 .. 35,22 a3 24,19 11,96 64,24
194445 .. 43,76 1,21 28,04 16,03 80,27
* Tigures for Burma are included up to 1936-37.
(By Posr Orrice DeFENCE SaviNes Bank
Net increase Amount
Deposita Withdrawals in Doposits outstanding
194142 .. . 11 . 11 11
1942-43 .. . 29 . 20 40
194344 .. .. . 3,50 1 3,58 3,98
194445 .. 437 2 4,35 8,33
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STATEMENT XL

CircurATiON OF NoTES BY DENOMINATIONS SINCE 1913-14F
(Reference paragraph 70)

NOTES IN CIRCULATION (in lakhs of rupees) DPercentage o Gross Circulation of all noles except Rs. 10,000
Year ended(81st March)Re. Ra. Rs.  Ra. Rs. Rs. Ras, Ra, Ra. Ra. Re. Re. Rs, Rs. Ras. Rs, R, Rs. Rs. R,
1 2 28 [ 10 20 5 100 500 1,000 1 2 28 ) 10 20 &0 100 §00 1,000
1914 » .e S 161 17,718 8 1,78 17,81 284 9,17 se  ee an 3.2 34.9 .2 3.8 35.0 §.2 18.0
1921 »”» . 952 .. 51 14,05 5267 3 384 47,22 2,53 17,81 6.4 .. .4 9.5 35.5 . 2.6 31.9 1.7 12.0
1922 - .. 993 .. 27 1584 57,51 3 4,05 5428 2,05 14,68 6.2 .. .2 10.0 36.3 . 2.5 34.2 1.3 9.3
1023 » .. 1088 .. 13 16,27 56,71 2 3,78 5943 1,4 14,41 6.7 .. .1 10.0 34.7 . 2,3 36.4 1.0 8.8
1924 " ..o 11,39 7 15980 57,18 2 3,12 4941 1,62 1287 6.6 .. .. 9.3 33.4 .. 1.8 40.5 9 7.5
1928 v .. 4,18 4 1583 68,57 2 2,61 63,87 1,32 13,11 2.5 .. .. 9.3 4v.5 . 1.5 3r.7 8 7.7
1928 » .o 72 . 2 1566 78,88 2 223 60,22 1,19 18,20 4 .. .. 8.2 45.2 .~ 1.3 35.4 7 7.8
1927 ” . “ . 2 1649 72,88 2 2,16 60,00 1,10 1342 3. .. 9.9 43.7 .. 1.3 36.1 7 8.0
1928 ” .e 3% .. 1 18981 76,27 2 2,09 63,07 1,08 14,9 2 10.7 43.2 . 1.2 357 .6 8.£
1929 » . 36 .. 1 2377 14568 2 2,01 65,76 98 12,69 2.. . 13.2 41.4 .. 1.1 36.5 .6 7.0
1930 " o 3 .. 1 2097 69,08 2 1,60 58,88 84 10,78 2. . 12.9 42.68 .. 1.0 3.3 .3 6.7
1931 " .e 8¢ .. 1 1892 6420 2 1,63 54,80 77 10,78 2 .. .. 12.5 42.4 .. Lo 36.3 5 7.1
1932 » .e 3¢ .. 1 2231 69,58 2 1,61 63,07 79 11,67 20 13.2 41.1 .. .9 37.3 £ 6.9
1933 " .. 33 .. 1 10,95 .61,83 2 1,28 57,65 68 11,63 2.. .. 13.0 40.3 . .8 37.8 5 7.6
1934 " . 38 .. 1 21,53 6741 2 1,33 64,90 60 11,31 2 .. . 12.9 40.2 e .8 38.8 4 6.7
1038 " . 32 .. 1 2311 4783 2 128 60,94 8 17,72 2. 13.6 39.5 . 7 35.8 3 10.3
Year ended (81st Deo.)}
1035 »  ee 32 .. 1 2528 6931 1 1,34 62,35 53 12,84 20 15.0 40.3 . .7 36.0 B3 7.8
1938 »w o ee 83 .. 1 3L71 1734 1 1,36 69,07 48 12,11 2. 18.6 40.2 . &8 35.9 2 6.2
1837 "»  se a2 .. 1 3248 76,08 1 1,25 62,44 46 1101 < .0 . 17.5 41.3 o 7 34.0 2 8.0
1938 5w ee 32 .. 1 338% 77,30 1 1,01 6281 37 10,51 2o .. 18.1 41.7 .. 8 33,6 .2 4.6
1939 »w  ee 32 .. 1 4563 0829 1 92 75,87 34 13,99 I S 194 41-9 .. 4 321 2 8.9
1940 w o e 32 .. 1 4403 09783 1 681 80,44 33 17,84 Jd L0 18-8 46-6 .e 2 33.4 -1 7.3
1941 e 32 .. 1 6223 134,80 1 51 113,13 36 28,20 B S 18.3 39-7 . -2 3338 -1 &3
1942¢ » s 32 .. 1 108,54 218,21 1 46 202,82 52 54,07 e se e 18-3 37-4 e 1 348 1 98
1943* "o e 32 5,56 1 142,48 302,83 1 37 291,54 60 90,89 I S 17.1 36.3 .. .. 34-9 1 109
1944* »w  ve 32973 1 148,80 363,38 1 30 382,51 32 100,93 R 1Y/ BN 14-8 36-1 .. .. 380 .. 101

1 Excluding (1) the Governruent of India one rupee notes introduced in J :{l’y 1040, which are treated for the purposes of the Bank as rupee coin, and
(2) Rs. 10,000 notes which are mainly used by banks for making large adjusting payments. * India notes only.




STATEMENT XLI

WHOLE RUPEES COINED AND ISSUED FROM THE INDIAN MINTS SINCE 1835

(Reference paragraph 74)

Coined in Coined in Coimed in Total Coined
Caloutta Madras Bombay
Re. Ra. Ra, Rs.
William IV, 1835 .. . o 10,90,88,070 11,78000. 8,37,12,602 . 16,38,78,672
Victoria, 1840, Ist issue .. 17,99,34,670 2,18,98,181 10,98,38,073 31,16,70,924
” 1840, 2nd ,, . 39,85,53,660 5,50,49,201 31,29,58,076 76,65,60,937
» 1862 . . o 26,04,27,222 2,94,81,023 40,80,03,034 70,66,12,179
" 1874 .. . . 1,50,13,834 PPN 2,85,08,666 4,36,22,400
n 1875 . . . 1,634,081 ...... 1,93,59,607 3,09,91,548
. 1876 .. .. .. 1,20,01,264 eeens 2,89,49,037 4,00,50,301
» 1877 .. - o 3,02,61692  ...... 9,56,64,320 13,48,06,012
» 1878 ., . .- 3,26,57,837 PPN 6,39,27,108 9,65,85,033
» 1879 ., .. . 1,60,28,325 cevens 7,27,99,904 8,87,28,229
” 1880 .. . e 1,83,90,804 cevene 5,37,85,624 7,21,85,618
”» 1881 .. . . 24,35,719 Cirvee 31,601,868 56,97,577
" 1882 .. . e 1,60,90,280 ...... 5,63,97,278 7,14,87,667
» 1883 .. . .o 51,23372 = ..... . 1,80,22,780 2,31,46,161
”» 1884 .. . .e 1,18,41,757 = ..... . 3,68,46,570 4,84,88,327
» 1885 | .- .- 3,41,62,203 = ...... 6,48,78,000 9,90,30,203
» 1886 .. . .. 1,08,78,08 = ...... 4,11,46,457 5,20,24,532
. 1887 .. .. .. 4,02,00048 ... 4,84,00,000 8,86,00,148
» 1888 .. . o 75,68,000  ...... 6,32,00,000 7,07,68,000
» 1880 ., . . 93,68310 = ...... 6,53,00,000 7,46,68,310
» 1800 .. . v 2,47,41,868  ..... . 9,20,00,000 11,76,41,865
”» 1801 .. . .. 1,46,69,003 Ceeaes 4,95,00,000 6,41,09,903
» 1802 ., . .- 3,24,65,120  ...... 7,22,00,000 10,46,65,120
» 1803 .. . 91,40,310 cerree 6,95,90,000 (a) 7,87,30,310
" 1897 .. e . 4,70,184 criies 10,64,503 b 15,24,777
» 1898 .., . . 12,50,976 caenen 62,068,437 (b)) 75,19,413
" 1900 .. .. e 5,29,02,691 = ...... 6,62,36,908 (c) 11,81,39,499
w1801 .. .- .. 3,37,22,243 = ...... 7,64,13,7118 () 10,01,35,961
" 1901 coined in 1802 .. 3,82,04,644 cirene 5,48,44,740 () 8,31,38,384
Edward VII, 1903 ditto . 25000 ..., L. 26,000
”» » 1903 .- . 4,93,78,386 @ ...... 5,29,69,161 (f) 10,23,47,508
" » 1004 o . 5,83,38,617 U 10,19,40,201  (g) 16,02,78,908
" » 1905 e 5,12,57,883 veeere 7,62,02,223  (h) 12,74,60,106

{a) Including Ra. 5,90,000 coined for the Biksner State (b) On scoonnt of Kashmir and Bhopal re-coinsgo

(¢) " »  2,09,02,414 coined for Indian States (d) Including Rs. 1,80,43,004 coined for Indian States
(e) ”» »” 2'98'86'014 ”» ” ”» ” ’ (n 1] ” l l.w'“l ” ” ”
(g) ”» ”» 59D422 » ”n [T} » (h) ”» ” 3,28'm ” ”» ”
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STATEMENT XLI—(continued)

WHOLE RUPEES COINED AND ISSUED FROM THE INDIAN MINTS SINCE 1835

Coincd in Coined in Coined in
Calcutta Madras Bombay
Rs, Rs. Res.
Edward VI, 1908 . 10,47,97,164 e 15,89,63,260
w w1007 . 8,13,38,000 ee 17,08,11,816
” » 1908 . . 2,02,17,728 1,07,14,770
w w1900 e 1,27,58,580 e 96,38,746
»”» » 1010 .e .e $5,00,000 Ve 91,88,673
o o 1910 coined in 1911 41,27,013 16,96,273
George V, 1611 . 42,09,924 51,43,125
” » 1912 . ‘e 4,51,22,132 7,00,67,074
" w1913 7,568,00,163 8,74,65,788
» » 1014 . .. 3,31,00,150 1,52,70,000
" » 1915 .o . 99,00,130 caee 53,71,979
" » 1018 .. 11,50,00,210 9,79,00,000
" » 1017 . 11,32,00,217 15,15,82,669
” » 1917 oovined in 1918 17,74,025 eee
" » 1018 e 20,13,20,240 21,05,50,363
” » 1918 coined in 1019 40,94,000 cone
. o 1019 .. ‘e 19,68,00,224 22,67,06,054
”» 5 1919 coined in 1920 1,44,00,031 heee eee
» .~ 1920 .s .o 3,86,00,086 PO 5,69,36,644
” » 1020 ooincd in 1921 64,00,064 ves
» » 1920 coined in 1922 5,684,000 ceee
" » 1920 coined in 1023 49,36,050 ciee
" W 1921 61,15,121
” » 1922 . . vese 20,61,150
George VI, 1038 coined in 1940 . e 98,02,178
" o 1940 . .. (o) 2,35,00,002
w1041 .. (o) 24,11,00,001
» » 1042 (o) 23,75,00,001
. 1943 (o) 6,69,94,637
w1944 e eer. {0) 15,22,06,000
Total William IV .. 10,90,88,070 11,78,000 5,37,12,502
» Victoria .. 133,69,06,058 10,64,29,305  207,80,44,775
» Edward VII 39,07,38,340 - 59,21,15,212
s GeorgeV .. 86,53,23,660 94,21,59,857
» George VI Standard 98,02,178
» »  Quaternary 72,13,00,641

. Total .. 270,20,56,128  10,76,07,305

Coined in
Lahore

() 8,54,00,000

8,54,00,000

Total Coined

Ra.
(§) 26,37,60,433
(k) 25,22,49,816
3,09,32,498
@ 2,22,97,326
1,76,88,673
53,23,286
094,43,049
(m) 12,41,89,206
{n}) 16,32,65,951
4,83,70,150
1,52,72,118
21,29,00,210
26,47,82,876
17,74,025
41,18,76,603
40,94,006
42,35,12,278
1,44,00,031
9,45,36,620
64,00,064
5,64,000
49,306,050
51,15,121
20,61,150
98,02,178
2,35,00,002
24,11,00,001
23,75,00,001

6,69,94,637
23,76,06,000

16,39,78,572
352,13,80,138
98,28,53,552
180,74,83,517
98,02,178
80,67,00,641

439,71,35,165  8,54,00,000 729,21,98,598

(j) Including Rs. 3,9),310 coined for Indian Statcs and Rs. 1,67,00,000 (Calcutta Ra. 32,00,000 and Bombay

Ra. 1,35,00,000) ooined from silver in Gold Standurd Reserve.

» Hs. 94,780 coined for Indian States and Rs. 4,33,00,000 (Calcutts Ra. 1,68,00,000 and Bombay

(&)
Ras. 2,66,00,000) coincd from silver in Gold Standard Reservo.
1)) ”» Rs. 1,01,459 coined for Indian States.
(n) ” ”» ]2;78n44l » »” » (0) Quntem.n'y rupees,
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APPENDIX

List of Approved Non-Scheduled Banks and Indigenous Bankers eligible for
concession rates of remittances under the Reserve Bank Scheme as
on 31st March 1945.

1. Nom-schednled Banks.

1. Agricultural and Industrial Bunk Lid., Coondupur.
. Awrit Bank Lid,, Amuritsur,
3. Aryan Bank Ltd., Calcutta,
4. Associated Bank of Tripura Litd., Gangasagar.
6. Balthazar & Son (Bankers) Ltd., Rangoon,
6. Baok of Assam Ltd., Shillong,
7. Bank of Calcutta Ltd., Calcutta.
8. Baok of Citizens Ltd., Belganm.
9. Bank of the Eust (1927) Lid., Guuhati.
10. DBanthias Bank Lid., Panvel.
11, Bareilly Bank Ltd., Baroilly.
12, Belgaum Bank Ltd., Bolgaum,
13. Bengal Bank Ltd., Caloutta.
14, Bhurut Bunking Co., Ltd., Silchar.
15. Bharat Industrinl Bank Ltd., Poona.
16. Bhartha Lakshmi Bank Ltd., Masulipatam.
17. Bishnupur Bank Ltd., Bishnupur.
18. Burma Buddhist Orphanage Association Bank Ltd., Mandalay.
19, Calecutta Industrial Bank Yid., Calcutta.
20. Chawla Bank Ltd., Bannu.
21, Chotanugpur Banking Associstion Ltd., ITazaribagh.
22, City Bank Ltd., Lahore, :
23. Commercia] Bank & Trust Ltd., Madras.
24. (lommonwcalth Bank Ltd., Kumbakonam,
25.  Continental Bank of Asia Ltd., Culcutta.
26, Duss Bunk Lid., Calcutiu,
27. Dawson’s Bank Ltd., Pyapon, Burma,
28. Dinajpur ‘I'rading & Banking Co., Ltd., Dinsjpur.
29. Dindigul Sri Kannikaparameswari Bank Ltd., Dindigul.
30. Easteru Union Bank Ltd., Chittagong.
31. Federsl Bank of India (Punjab) Ltd., Lahore,
32. Frontior Bank Ltd., Dcra [smail Khan,
33. QGauhati Bank Ltd., Gaubati, Assam,
34, Qirish Bank Ltd., Calcutta.
35. Himalya Bauk Ltd., Kungru,
36, Hirn Bullion Bank Ltd., Mccrut.
37. India’s Idcal Banking Clorporation Ltd., Bangalore,
38. Tndian National Bank Ltd., Caleutta.
39. Jaya Laxmi Bank Ltd., Mangaloro.
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40. Kamataks Bank Ltd., Mangalore.
4]1. XKotagiri Bank Ltd., Kotagiri.
42. Lakshmi Commercial Bank Ltd., Rawalpindi.
43, Laxmi Tndustrial Bank Lid., Calcutta.
Manuargudi Bunk Ltd., Mannargudi.

45, Muyavaram Permanont Fund Lid., Mayavaram.

. Melarkodo Bank Ltd., Palghat.
47. Naini Tal Bank Ltd., Naini Tal.
48. National Bunk of Sialkot Ltd., Sialkot. -
49. Nativnal Economic Bank T.td., Culcutta,
50. National Security Bunk Lid., Culcutta,
51. Pionecer Commerciul Bauk Ltd., Calcutta.
52. Pollachi Union Bunk Ltd., Pollachi.
53. Punjab & Kashmir Bank Ltd., Rawalpindi.
54.  Rajupaleiyam Commercial Bank Ltd., Rajapaleiyam.
563, Rayalscema Bank Ltd,, Bellary.
56. Sahukara Bauk Lid., Ludhijane.
67. Satem Bauk Ltd., Salom.
58, Sangli Bank Ltd., Sangli.
59. Satara Swadeshi Commercial Co., L, Batara City.
60. Shillong Bankiag Corporation L., Shillong.
61. Rind National Bunk Ltd., Hydorabad (Sind).
82, Sonar Bangls Bank Ltd., Caleutta.
63. Southera Indian Apox Bank ltd., Udipi,
64, Suburban Bank Ltd., Calcutta,
66. Supromo Bank of lndia Ltd., Belgaum,
668. Surat Banking Corporstion Ltd., Surat.
67. Sylhot Industrisl Bank Ltd., Sylhot.
68. Tunjore Permanont Fund, 1.4d,, Tunjore,
69. Tozpur Industrial Bank Ltd., Tezpur.
70. Trichinopoly Bank Ltd., Trichinopoly.
71. 'Trichinopoly Tennore Hindu Pormanont Fund Ltd., Trinchinopoiy.
72, Tripura Modern Bank Ltd., Akhaura.
73. Union Bunk of Bengal Ltd., Calentta.
714. Uuion Bank of Bijapur & Sholapur Ltd,, Bijapur.
75. United Wostern Bank Ltd,, Saturw City.
76. U. P, Industrial Finuncing Corporation I.td., Cawnpore.
77. Vijaya Bunk Ltd., Mangaloro.
78. Vyays Bank Ltd,, Bangalore,

II. Indigenoua Hankers,

1. Messrs, Balukram Dwarka Das, Simla.

2. Messrs, Bhau Lall Bankors, Shahjahanpur.

3. Mousts, Durga Sah Mohan Lal S8ah, Ranikhot.

4. Mr. Ranchhodbhai Bhaichandbhai Sura, Bombay.

44




INDEX.

Paragraph
A
Absorption, currency . . .. 65
" of notes .e .o .. 62
v » T . i3
,, AmMall com 64
Agrlculturo Development Plan of 11

Agricultural Income-tux . .. 34
Anti-Inflation Conferonco—Oairo 8
Assam Acquisition, Keeping and l)mposal

of Gold Order, 1945 .. . 19
Assaying and refining of gold .. .- 20
” "» ”» of silvor .. 23
Australia e .. .. 7. 12, 13
ve circulation of notea ., ve 70

”" post-war industrial develop-

ment ’e .
‘B

Balanco of Trade . 14
' Lanadru . .. 7
Bala.ncea, Central Government .. 37,30, 59,67
" Provincial Governments . 41
Bank Rates . . ™
Banking Legmlatlon .. 61
Belgium .. 13, 27 (i)

. Financial and Mouetary Agree-
ments with Brituin .. .o 27(1)

Bombay Dacks Explosiun, wmpmaatmn
regarding .. 3l
RBretton Woods Confcronco .. 2
British Farming, Four-Ycar Plnn for .. 1]
Budget, Central 30, 31, 32
. Provincial . e . a4
Railway 33
Bulllon market 19

Bullion and spocm, axemptwn “of Salcs
Tax on .. . 34
Burma 10
' notes .. .. 62
. »  encashment of 69

C

Camada .. .. .. 7,12, 13
o Balance of Trade .. 1,13

" Export Credit Insuranco Cor-
poration . 13
. War Exchango Consorvation Act, 13
Central Road Board . . 11
. Tochnical Power Bnnrd 11
Circulation of notes . 60, 62
”» ' by dennmmn.bnons . 70
of rupee coin . o 63
Cloanng Houso Statisties 56
Coinago . .e . 74
Combined Food Boe.rd .o . 1

» Production and Resourccs
Board . 1
. Ruw Mal;emls Board . 1
Composition of Trado . 16
Conferences, Intornational 2
Consolidated position of scheduled banks, 66

146

Parsgraph
C—contd.
Consumer (Goods (Cont.rol of Distribu.
tion) Order .. 11
Contract Termination A(,b 1944 5

Conversion of G. P. Notes into ch)\

Certificatcs 47
Corporation 1ax . 3
Cust of Living, India, bu.nuda U K

U.8.A,, ete. . 12
Cotton Cloth and Yarn (L‘nutml) Ol'dtl' 53

Cotton goods, world production of .. 1
Counterfeit coin o .o 7
Currency Absorption 65

” expunsion of . 4
”» scasons]l movements of 66
Customs receipts .. . 30 31, 32
Cyrenaica .. "'7(Vul)
D
Debt, funded 46
,  provision for reduc hon of 45
»  total . 46
»  position of provm(.us .. 50
Defence expenditure .. 30, 31, 32
”» " USS.R. .. 9
» loun, Government of Indm.
Fourth .. .. .. 43
»  Plant Corporation .. 5
Department of Planning and Develop
ment 11
Deposit currency, veloclty of ciroulation 56
Deposits, Central Government .. . 5%
» rehedaled bunks . . 535, 59
Deahmukh, 8ir Chintaman, D. .. 6%
Divection of Trade .. 15
Distribution of Revenues Ordor .. 35
Dollurs, earmarking of .. .. .. 32
Dumbarton Qaks Conference .. .- 2
E
Egypt, sterling debt replacement, 8
Empirc countriea, imports from 15
Empirc countries, treaaury bill ratesin . 38
Lritroa . Ve .. 27(viii)
Ethiopia 27 viii)
Exchango .. . 25
”» control dcvelopments in 26
Hixceas Profits Tax . 31, 32

Expuangion of Currency . . .. 4
Expoenditure, defence .. .. 30, 31, 32
Export Credit, raising the limit of . 6

" . Insurance Corporation 7,13
,» finance, methads of e 28
”» Gua,ranf.ee Act of 1939 13
Export-Import Bank . 13
F
Federal Reserve Board production
indices of . .. S
Fertilizer Mission .. 1t
Financo Corporation for Indtutry . 6
Financial Set.t,lement between U K. and
India .. .. . 31




INDEX—conid,
Paragraph Paragraph
F—contd. l—contd.
Foodgrains Policy Comunitteo . . India .. .- .. . 1
Fraunce . 7(u) »  price levels in . 2
. Fma.ncml and Monetary Agruo Indian Mercuntile Marine, Mt.monndum
ments with Britain .. .. 27(il) for Development of .. . . 1
¥reuch Establishments in Iudm, .. 27(vi) 1ndices, financial und econornic . 6
Fundod Debt .. .. . .. 46 {ndustrial and Commeroiul Finance Cor-
Funding Loan 1966-68 .. . .o 43, 52 poration Ltd. . 6
Todustrial Dovelopmunt Bank of Ca.nada 7
G Industrial Panels .. 1]
v share market . 53
Guneral Reconversion Act, 1944 . .. 5 Interest  bearing obhgn.t.wns, Govt. of
Gormany .. 12 India .. . ‘e Ve 416
Gold, Assam Acqmsmon Keopmg and Tuternal remittancea . 57
Disposal Order .. . 19 Interoational Bank for Reconstruction
» assaying and refining of . 20 and Devclopment L2, 13
» monetary stocks of . . 18 ' Business Conference .. 2
w priceof .., . e .. 19 » Civil Aviation Confereace.., 2
»»  production of . . .. 18 " Labour Confarenco .. 2
,» holdings, valuation of .. ' 60 " Monetury Fund .. o208
,, official sules in India .. . 19 . trade, trends in .. .. 13
. » » in Middle Eastom Ituly .. . .. .. .. 27(iv)
countries . . .. 8
» U. 8. stock of . .. 18
World Contral Resorves of .. i8 J
Governmont losns . 43,49 .
- Pmmmgory Lotes' conyur Japa.naso owlpa',uon currency .. .o 10
gion of .. 47 Jute export dutics .. . . 35
”» sceurities, index numbu‘q
of . .. o2 1.
' sccurities nm.rkw hH2
" securitics, fuco mluo and Lend-lease Aid . ]
murkot valuo of .. 52 " » Exports . .. .. 1
Greoce .. . . .- 27(iii) w  w receipts by India .. S 11
Green Act .. 21 . relense of gilver .. . 21
leemt.ed territories, rcsumption of
J1 transuctions with .. 27
Hoarding and thtwrmg Prevention ﬂ‘zi Govc;s:n{::;l:\tt apﬁ:ﬂl: u, of e 4')2
Ordinance . - n ., DProvincial .. .. 49, 32
Hyduri Miasion .. e .. .. 11 +  ropayment of o » . a4
I M
Imperial Cowncil of Agricultural Re-
uearch, Specinl Committee’s Plan .. 11 Munpower Reforral Syster .. .. 5
Imports, congumer gools .. .. 11 Mcrchandise, trade in- ., .. 14
- from Empiro Countrica .. 15 Middle Bast Council of A,.,ncultun, .. 8
Income Tax .. 30, 31,32, 35 ' w  Supply Centre . . 8
. »  ‘pay-as- vou go systom of 3l . Eaatern Countrics . 3
" O ovincial shure of . 35 Mill-pude cloth, supphus of, in Indya .. 11
w  Act, Amendment to .. A2 Mintage, rupees .. .. T4
Indox nnmbers of cheque clearances ., hTH ” gmall coin .. .. ..o 64,74
. " ,» Dopartment Storea Monoy market .. . .. o4
Sales e P | » rates in various c.ountncs . 54
" . » Food Pricex .. .. 12 " » India . .. .. o4
“ ' » QGovernment  Scewrd- » supply in India, t-ntol .. 67
ties, 562 . " TN general mm.!yam
” " " mdustml produt'nun. of sources .. 67
Federal  Reservo Moscow Agrecment 2
Board .. 5 Mutual Aid Agreemont., U.S.A. and Aus.
. ”» .. industrial securitics. . 53 tralia .. 7
.- " s Uay Rolls ., .. ki " ” Indis and Canada 11
" . » wholesale prices ., 12 w o ore British White Paperon .. 1

146




INDEX—cunid.

Paragraph
N

National Incomo, gross (U.8.A.) e 1]
w» Savings Campaign .. 43

» " Certificates, nmeml-

ments in torms of
issuo .. . 48
Nickel and copper coin ‘e 70
Niemovyor Award 3¢

Non-offoctive charges, ngroomemt mgurd-
ing .. 31, 32
Note circulation und demand depnmts . 4,07
. forgoriex .. .- . .. 73
Notes, Burma .. .o .. B2, 69
»  changes in tho form of .. . 63
»  circulution and ahsorption of 62
»  Uiroulution by denominations .. 70
» inmign circle, encashment of .. 68

» new issuo of Rs, 100 and Rs. 5
donominations 68
» lost, doatroyed and mutnlat.ed .. 72
s 0ld .e ve Tl

V]

One-rupuo notes, issue of now series .. 68
Open General Licenco .. .. . 1L, 14
P
Pacific Relations Conference .. e 2
Post Office Cash Certificates 48

w s Dofence Savings Cortlﬁmtns 48
P, » DBank Depoaits 48
wo e Snvmgs Bank, Amendment of
Rules . 48
" ” »  Doposita 48
Post- war Reconstruction 11
Price tronds in India and other count,ru.s. 12
Prize Bonds 43
Production Index of tho I‘edeml Reservo
Board .. . . 5
Provincial Budfret,s . .o .. 34
" Lu.sh Balancoa .. .. 50
. debt position ,, . .. b
loans .. . .. 40, 52
Publio Dobt of belligerent, countnoa .. 3
v of Indin .. .. 46
n e v generul t-ronds . 36
R
Railway badget .. 33
. Recoustruction l’mgmmmo n
' Resarve Fund, transfers to 33
Railways’ contribution  to guncral
revenuea .. .. ‘e a1, 32, 33
tociprocul Aid .. .. .. 1
Reconstruction (‘ommnu.eu s Socond
Report 11
" finance, possible snurm; c-( 32
" funds, Provineial . 34
Remittancos, internal . . 57
Rﬂputnatlon of Sterling l)ebt. Hl

147

Paragraph
R—canid.
Reserve Bunk of India, Banking Depart.
went . 59
" e yw Issuo D ¢ par t-
ment . . 60
Revenue and e(pcnditurc of hollignreut
countries .. .. . 3
Reverse lend. lonse . e 1
Rupee coin in cireulation - . a3
” » Lransfors from Government, 63
» countorpurts .. .. 43,01
s  debt, onmposmon of .. 44
Rupees, nbsorption of .. Ve 63
S
Sules Tax .. . .. 34
Sun Francisco (,nnferencc, 2
Sohcduled Banks, consolidatod posmon
55
%nata Comuitbec's chort on Postwar
problems . . 5
Silver, acquisition by T. ‘S, !‘reannry .. 21
» Gssaying and refining of ., . 23
»  change in prico in Tondon 22
w demand for industriul and
eoinage purposes 21
»  lond- lcasc by United bu\bes 21
,» official sales .. .. 22
n pricoof ., .. 22
»  production and stm,ks of . 21
»  DPurchase Act . 21
o LU.8. Treasury's buvmﬂ rata of 22
cnm, withdrawal of . 75
Small coin, absurptlon of .. . (i4
w s Issuo of . .. . 64
s mintage of . 04 74
Small Suvings .. .. . . 48
Somialia .. .. - 27(viii)
South Africa . . . 7
South Fust Asia Comumand .. . 10
Spot Authorisation Plan . BN .. I
Stubilisation Act of Octobnr 1942 .. b
Stendard rupoes, cessatiou of legal
tender character of L. .. . 63
Sterling Belginn Frune Rato .. o290
" dobt, composition of .. o 46
» » repatriation of ., .. 61
" Fraue Rato .. . 27(ii)
»  holdings by tho Bank .. .o 24
v Kroner Rate .. . 2w
” securitics. . e e .. B9, 60
”» purchuses .. . e 24
snles of M
hulmrhu.ry Gencral Lodgor Accounts 47
Subventions from thc Centre .. 35
” to the Government of Bon-
gal regarding cost of
famine .. .. . 3%, 36
Surplue Disporal Act, 1944 .- .. 3
Sweden, Monntary nnd quncm.] Agroe.
ments with . y 13, 27 (v)
Switzerland .. .. e 27(vii)




INDEX—conid.

Paragraph
T

Tariff Board .. . n
Tax, Corporation .. . . 31
» Incomo .. e ‘30 31 32, 3"

Taxation, new .. ‘e .
Telegraphic Vransfors .. 25. 57
Tride, balance of . .. 14
» composition of ., .. .. 16
,» direstion of .. .. . 15
« [loreign soa-borne . . 17
»  trenda in internutional .. . 13
Truvel, relaxation of restrictionson 26

Tronsury bill rates in lompire countries . 38
. bills, Contral Guvernmont .. 38, 54

" »» investmonts of Provin.
oial Governments .. 38

- ,» modification in  the
meathod of payment .. 38
»” ,» Drovincinl Govornment . 42

” »»  Bales to the Irsue l)cpart-
ment ., . 38
v »  yiold e .. 39
Tripolitania .. . .. A7(\’m)

U

United Kingdom .. e .. .6, 12

cossation of the legal
tendor character of
higher denontination

o »

notes PR 70
" » Expart Guarantecs

Act .. .. .. 13
" ” Trading with the

Enemy Regulations 27
Trensury Hill Rate .. 38, 64

. Vesting Order oo 27()
Umtnd Nations Cunfereucn, San  Fran-
cisco ,, 2
. .»  Mopetury and Finaneial
Conforence, Brotton
Woods 2

Uuited Provincos, Lm.umbored ‘Ratatcs
Act Bonds .. . .. . 49

148

Puragraph
U= contd.
UNRRA . . .. 1, 13, 31
TUnitod States . o e .. 5,12
" ,» ciroulation of notes 70
" » Yxport.Import Bank .. 13
. » Rociprocal Trade Agree-
menta Act .. .i 3
' »» dollars, earmarking of 32
USS.R. .. o ee e . 9
v
Veterans Benefit Act 1944 .. e 5
Yictory Loans .. . .. . 43
w
Wagos Council Bilt 1043 .. . .. 6
war Exchunge Consorvation Aot .. 13
War Expenditure, recoverable 3
\War Production Board .. . 5
Whartimo finunces .. . 3
Ways and mosns advnnccs, Central
Governmont 40
” ”» " Provinecial
Governments 41
Whito Paper ou British  expenditure in
India . . 12
v ye 5 Burma .. v .. 10
» Mutua] Aid . 1
Whito }’apors on dempobiligation, land
ulilisation, social scourity und WAT
offort .. 0
‘Wholesule prices in Indm. U K., etc 4,12
Withdrawal of nickel and coppor coin 7
. silver coin Ve . 7
“word Security Council . . 2
World Tmdae Union Conference . | .- 2
Y
Yalta Conference ,, 2
Yield on Pust Office Cash Ceruhuum
Defenco Savings Certificates and
National Savings Cortificatos .. v 48






