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Busy Season Begins 
Thursday, Morning 

TECHNICAL factors aided by 
larger steel output in September 

and higher dividend from Tata 
Chemicals were largely responsible 
for the brisk recovery witnessed 
early during the week. When on 
Friday, the last day of the current 
settlement. the market found itself 
over-sold, hectic bear covering lifted 
values ralsing Tata Steel to Rs 
164.75. Subsequently, though Banks 
continued to advance and Shipping 
remained firm, bull liquidation be
came clearly perceptible. Apar t 
from a technical reaction against 
the strident advance experienced 
earlier, Dalai Street was adversely 
influenced by reports of discontent 
among textile workers on the issue 
of bonus for 1956, and persistent 
rumours of transfers of some mil l 
managements which are finding the 
existing conditions of the cloth 
market rather tediously unpleasant. 

Basically, price movements either 
way at Dalai Street are confined 
within a narrow groove, defined by 
the floors maintained by the Life 
Insurance Corporation and the 
ceilings dictated by the immediate 
economic outlook. T i l l some firm 
commitments on external assistance 
become known, Dalai Street w i l l re
main subdued. 

Scheduled bank credit has shown 
a rise for the second consecutive 
week. During the week ending 
October 4, advances and bills have 
risen by about Rs 8.5 crores, of 
which the State Bank's share is RS 
5 crores, to Rs 847.37 crores, giving 
a credit ratio of 64.33 per cent. Net 
demand liabilities have gone down 
by Rs 3 crores but net time liabilities 
are higher by Rs 8 crores; of this 
net increase of Rs 5 crores, the 
State Bank is responsible for Rs 1 
crore only. Borrowings from the 
Reserve Bank and the State Bank 
have gone up by Rs 5 crores and Rs 
2 crores, respectively, while total 
cash balances are higher by more 
than Rs 11 crores. Obviously, 
scheduled banks are bracing them
selves to meet the seasonal pressure 
of demand for funds. 

Slack Season Contraction 
Though the Reserve Bank direc

tive on credit has apparently failed 
to bring advances down to Rs .800 
crores, it has achieved its primary 
purpose of bringing down the credit 

ratio on the eve of the busy season 
—with the aid, no doubt, of the new 
import policy. Scheduled bank credit 
touched the bottom this year at Rs 
835.62 crores during the week end
ed September 20, giving a credit 
ratio of 63.86 per cent, against Rs 
751.47 crores and 69.52 per cent, re
spectively, a year before. Since the 
highest level of batik credit in 1956-
57 was Rs 937 crores w i t h a credit 
ratio of 76,81 per cent, during the 
week ending May 17, credit con
traction during the slack season of 
1957 may be estimated at Rs 101 
crores. The accompanying Table 
indicates the contrasts presented by 
the slack seasons of 1955, 1956 and 
1957. Even though banks are enter
ing the approaching busy season 
wi th a higher level of advances than 
ever attained before, their liquidity 
position this year can be said to be 
intrinsically sound. 

The means by which this 'sound
ness' has been achieved, however, 
vary considerably within the bank
ing structure. The State Bank has 
had a disproportionate share in the 
expansion of cash reserves and gilt-
edgeds, made possible largely by 
deposit of counterpart funds in re
spect of imports under P L 480 
Scheduled banks other than the 
State Bank have, on the other hand, 
replenished their liquidity by short
ening their credit commitments, at-
tracting deposits and reducing their 
outstanding borrowings from the 
Reserve Bank and the State Bank. 
to a relatively greater extent. I n 
stead of putting their excess cash 
balances into depreciating gilt-
edgeds, they have preferred to ex

pand their call and short, loans. 
which earn practically the same in
terest and carry no risk of capital 
loss. 

In short. the mere fart that the
redit ratio now is higher than the-
figure of 60 per cent considered so 
sacrosanct by conservative bankers 
need not cause any great anxiety. 

During the week ending October 
11, 'Balances Held Abroad' by the 
Reserve Rank have gone up by Rs 
2 crores, but Foreign securities have 
declined by Rs 5 crores indicating 
a deficit of Rs 3 crores in the ba 
lance of payments Government de
posits are lower by about Rs 1.5 
crores while ways and means ad
vances have expanded by Rs- 6.5 
crores Rankers' deposits, too, have 
contracted by Rs 3.5 crores and 
loans to them by Rs 5 crores, of 
which advances against usance bills 
account for Rs 4 crores. Notes in 
circulation have risen from Rs 1,487 
crores to Rs 1,-493 crores at the ex
pense of notes held in the Banking 
Department, and the decline of 
Foreign securities in the Issue De 
part merit has been made good by 
an equivalent rise under Rupee 
securities, 

Strident Advance 
OILSEED prices have moved up 

with a firm undertone through
out' the week, inspired among other 
factors by greater overseas demand 
for linseed. The practical confirma
tion of lower crop estimates for 
groundnut added zest to speculation 
and, consequently, groundnut as 
well as castor gained nearly Rs 1 
over the week 

Net Variations in Principal Assets and Liabilities of Scheduled Banks 
Slack Season Changes 

* Change between weeks ending May 17 and September 20. 
Figures within parentheses relate to the State Rank. 

Source: Reserve Rank of India 
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