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More Liquidity 

THE annual meetings of the 
United Commercial Bank and 

Refinance Corporat ion happened to 
f a l l in the same week, Neither can 
be ignored. The Chairman's speech 
of the Uni ted Commercial Bank, 
one of the b ig five, meri ts at tention 
on its own rights and, the Chair
man being Shr i G D Bi r l a , the 
speech has far wider interest for 
Shri Bi r la is not only the Chairman 
of a leading bank, he is a leader of 
industry and also because of his 
past association w i t h and services 
to the Congress as a leading if not 
a key figure in Congress. 

As the Chairman of a bank which 
consistently maintains and prides 
itself on main ta in ing h igh l i q u i d i t y , 
Shr i B i r l a does not welcome 'the 
recent trends amongst banks to em
p loy accretions to deposits in f inan
c ing industry and trade' . This 
trend, he at tr ibutes par t ly to the 
absence of a ready market for Gov
ernment securities. He wou ld l ike 
to see securities made freely mar
ketable so that banks may b u i l d up 
their por t fo l io of Government secu
ri t ies and thus meet the calls on 
them to subscribe to ' the capital 
and debenture issues of financial 
ins t i tut ions ' . One is left guessing 
whether Shr i B i r l a wou ld really 
approve of the systematic efforts 
the Government has been making to 
wean away the banking system f rom 
the B r i t i s h model, to wh ich Shr i 
P C Bhattacharya made a pointed 
reference. In view of the lines on 
wh ich banking has developed in this 
country. long-term lending, he 
pointed out, was ' relatively an in 
novat ion ' , 'But the foundations are 
being la id for a healthy partner
ship between inst i tut ions purveying 
term-credit and banks on the one 
hand and industry and commerce on 
the other' . 

Though the Uni ted Commercial 
Bank has a formidable l i q u i d i t y 
posi t ion — its quick assets have 
increased over the year f rom 39.4 
per cent to 43.78 per cent — its 
paid-up capital and reserves have 
not been able to keep pace w i t h the 
steep increase of dposits dur ing the 
last ten years. In order to b r i n g 
up its paid-up capital to above the 
ra t io proposed by the Reserve 

Bank, the Uni ted Commercial Bank 
is going to issue fresh capi tal w i t h 
a p remium of Rs 25 per share. 

Shr i B i r l a also disapproves of 
any change in the present agree-
ment among banks on deposit rates. 
He strongly opposes any latitude 
being given to the medium-size 
banks to quote a l i t t le higher rate 
on deposits. This is on the ground 
that insurance of bank deposits has 
removed the d isabi l i ty of the me
dium-size banks and given them 
'more or less an equal status' w i t h 
the bigger banks. Deposits are in 
sured only up to Rs 1,500 and in 
regard to larger deposits, b i g banks 
s t i l l enjoy some advantage. Hence 
a slight preference to the medium-
size banks should not be unwarrant
ed. Banks may not have any com
pet i t ion in regard to demand depo
sits but for t ime money there are 
other inst i tut ions which compete 
and perhaps medium-size banks are 
at some disadvantage. Surely, a 
slight concession to them does not 
mean s tar t ing another rate war? 

Flexibility in Refinancing 

S H R l P C Bhattacharya threw 
new l ight on the steps that 

were being taken for a closer asso
ciat ion between insti tutions supply
ing long-term credit and the com
mercial banks. First, he removed 
the mistaken impression that j o i n t 
loans by two or more banks a n d / 
or other financial insti tutions are 
not el igible for refinancing. They 
are, and therefore no special steps 
need be taken for p romot ing a con
sor t ium of banks. W i t h bigger pro
jects now coming up, consort ium 
loans are being arranged by the 
banks among themselves and, in 
fact, the facilit ies which the Re
finance Corporat ion has agreed to 
make available should impar t con
siderable flexibility to loan opera
tions and much greater degree of 
collaboration should be possible 
among banks, medium term and 
long-term lending institutions. Banks 
should soon be able to sanction 
jo in t loans in par t ic ipa t ion w i t h 
term-lending insti tutions by taking 
over for themselves the earlier 
ma tu r i ty which could be refinanced. 

The Refinance Corporation is 
now gradual ly developing into a 

lender of the last resort in the 
matter of medium-terra loans and 
pending some legal changes, where 
these are called for, Slate Finance 
Corporations and other such insti
tutions wou ld be brought under i ts 
wing . The extension of medium-
term loans to small-scale industries 
under the guarantee system, he said, 
has been more in evidence of late 
than short-term loans in this eate-
gory. This process has no doubt 
been helped by the decision taken 
in 1960 to refinance such loans. A n 
other new line that is going to be 
thrown open to refinancing is that 
of medium-term export credits ex
tended by banks. The value of this 
service in export promot ion of engi
neering goods is thus recognised. 
Tha i telephonic equipment, loco
motives and similar other products 
manufactured in the- pub l i c sector 
may have good export prospects, 
given suitable credit arrangements, 
does not yet seem to have been as 
clearly recognised. It is doubtful , 
however, whether such lines of ex
port could be channelled through 
normal sources of export credit. 

U K and E C M 

THE reasons for Mr Macmillan's 
unwillingess to announce an 

early date for the Commonwealth 
Prime Minis ters ' Conference are not 
difficult to guess. Whi le Canada and 
Austral ia are pressing for an early 
meeting in view of their impending 
elections, B r i t a in has to face the fact 
that there has been relatively l i t t l e 
progress so far in the talks on 
Br i t i sh entry in to the European 
Common Marke t . The problems 
that have arisen in connection w i t h 
Br i t i sh membership of the Common 
Market have proved to be even more 
complex than had been o r ig ina l ly 
anticipated. Solutions to these pro
blems have not been made any the 
easier by the fact that each of the 
present members of the E C M tends 
to take d i f ferent views on the 
questions that arise f rom time to 
t ime, 

I t is well known that there are two 
major issues tha t arise in connec
t ion w i t h the B r i t i s h applicat ion for 
membership of the European Com
mon Marke t . One is agr icul ture and 
the other is the Commonwealth. 
Though less at tent ion has been pa id 
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