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Money Market 

Brief Display of Absorptive Capacity 
H R Registrar 

MO N E Y market conditions 
remained comparatively steady 

durmg 1953 for the major part of 
the year. But for a short period, 
stringency was not acute, though 
money was in demand throughout 
the busy season which extended to 
the end of May. The inter-bank 
call rate was quoted at 3 per cent 
early in January and was maintained 
in February. Term money was also 
in demand, three to six month 
deposits being quoted at 3 per cent 
throughout the busy season. W i t h 
the slackening of demand from 
June onwards, though funds flowed 
back to the trade centres and note 
circulation contracted, money rates 
were however slow to react. Even 
during August and September, 
usually the period of slack season, 
call money commanded 1 ¾ to 2 per 
cent, and term deposits remained 
steady around 2½ per cent. 

Equally contra-seasonal was the 
continuation of easy conditions t i l l 
as late as November, inter bank call 
rate having receded at one time dur
ing that month to ¾ per cent 
though tenn money remained steady 
around 2¾ per cent. Demand for 
funds appeared only in December, 
inter bank call rate moving up to 
2½ per cent in the middle of the 
month. 

The response to Treasury Bills 
remained fairly good, owing to the 
comparative steadiness in the money 
market, with the discount rate 
remaining almost constant between 
Rs 2-6-3 and Rs 2-7-0 per cent, 
The three months' Treasury Bills are 
the shortest term borrowing of the 
Central Government, and though 
they have been revived only lately— 
the first tender was offered in Sep
tember 1952 after a lapse of years— 
they are important in the sense that 
they set the pattern for short term 
deposit rate. There was an expan
sion of money supply to the tune of 
Rs 87 crores in the busy season, 
the contraction in the slack season 
amounted to Rs 110 crores by the 
end of September. During the last 
three months, there has been an 
expansion of Rs 20 crores against 
sterling transferred to the Issue De
partment, while Central Govern
ment's Deposits with Reserve Bank 
have fallen by Rs 64.55 crores. 

The gilt-edged market also dis
played steadiness, price variations 
being confined to a very narrower 
range. 3 per cent Conversion Loan, 
the main barometer of the security 

market, moved between Rs 81-10 to 
Rs 83-1. The market showed a wel
come absorptive capacity which it 
had not done for many years, as 
could be seen from the volume of 
borrowing that could be put through. 
The major development was the 
issue on May 31, 1953 of 
3½ per cent National Plan Bonds 
1961, with the issue price of 
Rs Q8-4 per cent. The issue was for 
Rs 75 crores. Subscriptions were in 
the tonn of 3 per cent 1953-55 loan 
at par which was due for repayment 
on July 15, 1953 or in cash. The 
amount of the maturing loan tender-
cd for conversion was stated to have 
totalled Rs 51.81 crores while cash 
subscriptions aggregated Rs 23.3 
crores. After the successful floata
tion of the National Plan Bonds, a 
number of State Governments enter
ed the market with loans bearing 
interest at 4 per cent, repayable in 
1961. 
Nameof the Acount Issue price 
State Govts Rs crores percent 
Bombay ... 5 100.0 
Madras ... 5 99.8 
Uttar Pradesh ... 5 99.8 
West Bengal ... 3 100.0 
Mysore ... 3 99.8 
Travancore 

Cochin ... 3 99.8 
Bihar ... 1 99.8 
Madhya Bharat ... 1 99.8 
Vlaclhya Pradesh ... 1 99.8 
Saurashtra ... 1 99. 8 

Total ... 28 

The Bombay, West Bengal and 
Saurashtr.i Loans were fully sub
scribed on the day of issue, July 17, 
1953, while for the Madras Loan, 
the total subscription amounted to 
Rs 10.81 crores, against Rs 5 crores 
offered. Refunds claimed were 
for Rs 42 lakhs only, the receipts 
thus being about double of the 
amount offered. As Mysore, Madlna 
Bharat and Madhya Pradesh Loans 
were not fully subscribed in time, 
the elate had to be extended. 

During 'the later part of the year, 
however, the market again became 
dull, with stray inquiries in selected 
loans only, such as 3½ per cent 
National Plan Bonds and 3 per cent 
1958: In the closing month of the 
year, there was some movement in 
the major issues on the rumour of 
a reduction in the Bank Rate. As a 
consequence, 3 per cent Conversion 
Loan was taken up from Rs 81-15 
on December 1, to Rs 82-11 in .1 
fortnight's time. The undertone at 
the close of the year was fully 
steady. 
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