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Company Notes 

T H E annual reports of scheduled 
banks fo r 1961 released so far 

indicate that the expansion in their 
resources was fu l ly utilised to meet 
the substantial increase in demand 
for bank credit. The product ive 
employment of their funds has en
abled them to absorb the rise in 
costs of deposits and establishment 
expenses and earn a higher prof i t . 
In fact, the ratios of interest paid 
on deposits and borrowings and 
other expenses to their gross income 
have not recorded any marked i n 
crease, as a result of the sharp rise 
in gross income. The enlargement 
of the bank deposits is to a large 
extent a t t r ibuted to the expansion 
of business at the exist ing branches, 
to the opening of new branches 
and in certain cases to the t ak ing 
over and amalgamation of other 
hanks d u r i n g the year. The annual 
reports also indicate that banks 
have already taken steps to imple
ment the Reserve Bank's suggestion 
that a ratio of 6 per cent should 
be maintained between the capital 
funds and deposits. 

The Bank of India, the first of 
lite " B i g Five" in the private sec
tor to release its report, has in
creased its deposits by Rs 15.58 
crores to Rs 125.02 crores. This 
rise of 14 per cent compares fa
vourably wi th that of about 8 per 
cent achieved by all scheduled 
hanks. Against this expansion in 
deposits the increase in advances is 
of the order of Rs 14.67 crores or 
17 per cent — f rom Rs 83.86 cro
res to Rs 98.53 crores. As in the 
case of deposits, the rise in Bank 
of India 's advances is very much 
higher than the average of 9 per 
cent. W i t h a larger increase in 
advances than in deposits, the cre
d i t ra t io has gone up from 76.6 
per cent to 78.8 per cent, wh ich 
is fa r ahead of the a l l - India aver
age of about 65 per cent. T h i s size
able g rowth in advances to almost 
match the increase in deposits 
accounts for the very small rise in 
investments f r o m Rs 20.37 crores 
to Rs 22.24 crores and the drop in 
cash and balances w i t h other banks 
f r o m Rs 12.08 crores to Rs 11.59 
crores, b r i n g i n g down the total 
l i q u i d i t y ra t io f r o m 29.6 per cent 
to 27 .1 per cent. 

The productive ut i l isat ion of re
sources has enabled the bank to 
increase its p r o f i t f rom Rs 78.37 
lakhs to Rs 113.31 lakhs, after pro
v i d i n g for taxat ion. Of the rise of 
Rs 85.90 lakhs in gross income, i n 
terest earned accounts for Ks 69.84 
lakhs and commission and exchange 
f o r Its 13.67 lakhs. Whi l e the i n 
terest pa id on deposits and borrow
ings shows an increase of Rs 43 
lakhs and other expanses Rs 33 
lakhs, their rat io to gross income 
has gone up only fract ionally f rom 
41.5 per cent to 42.7 per cent and 
f r o m 38.8 per cent to 39.2 per cent. 

The add i t ion of Rs 15 lakhs f rom 
out of the prof i t for 1961, the 
bank's reserves and capital have 
now come up to Rs 6.28 crores or 
5 per cent of the deposits, against 
the estimated al l - India rat io of less 
than 4 per cent. In an endeavour 
to reach the rat io of 6 per cent 
suggested by the Reserve Bank, the 
bank propones to issue addi t ional 
200,000 shares of Rs 100 each at 
a premium of Rs 20 per share. This 
w i l l fetch Rs 2.40 crores inc luding 
premium, rais ing the total capital 
funds to Rs 8.68 crores. which w i l l 
be 6.94 per cent of the deposits as 
at the end of 1961, This w i l l mean 
that the bank can raise its deposits 
by another Rs 20 crores without 
i n f r i ng ing the ratio of 6 per cent 
of capital funds to deposits. 

Dena Bank Makes Record 
Profit 

T H E expansion i n deposits d u r i n g 
1961 of the Dena Bank, which 

is one of the biggest units among 
the medium-sized banks, has been 
very much larger than in any of 
the previous years, being of the 
order of Rs 7.55 crores. The total 
deposits have risen f rom Rs 35,81 
crores to Rs 43.36 crores, at which 
level they are more than double 
those live years before. Whi l e the 
bulk of the increase is accounted 
for by fixed deposits, which have 
gone up by Rs 3.78 crores, there 
has been an impressive rise of Rs 
2.01 crores in savings bank deposits. 
The current and contingency ac
counts have increased by Rs 1 7 6 
crores. This increase in deposits 
can be a t t r ibuted to three factors : 

( i ) expansion of the activit ies 
of the exis t ing branches; 
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( i i ) opening of new branches; 
and 

( i i i ) lake-over of the Wan-
kaner Rank, 

The expansion in deposits has 
enabled the bank to reduce its 
borrowings from other banks f r o m 
Rs 4 crores to Rs 2.19 crores; The 
r i s ing trend in demand for bank 
credit is reflected in an increase of 
Rs 5.71 crores in the bank's ad-
vances f rom Rs 24.34 crores to Rs 
30.05 crores. W i t h this rise, the 
hank's advances have gone up more 
than three-fold in the last five 
years. The rat io of advances to 
deposits, which had risen f rom '16.9 
per cent at the end of 1956 to 68 
per cent: at the close of 1960, has 
fur ther moved up to 69.3 per cent 
at the end of last year. 

The strain on the resources of 
the bank is reflected in the decline 
in the l i q u i d i t y ra t io f rom 47,7 per 
cent to 40.4 per cent. Investments 
have been raised only fractionally 
f r o m Rs 12.31 crores to Rs 12.75 
crores and cash balances from Rs 
4.77 crore to Rs 4.78 crores. 

The rise in net profi t (after pro . 
r i d i n g for taxat ion) f rom Rs 14.55 
lakhs to Rs 26.15 lakhs has been 
more marked than that in any pre-
vious year. As against an increase 
of Rs 19.55 lakhs at Rs 183.08 lakhs 
in interest and discount earned, and 
of Rs 4.23 lakhs at Rs 31,14 lakhs 
in commission and exchange earn
ed, the rise in interest paid on de
posits and bor rowing is Rs 5.09 
lakhs and in other expenses Rs 
16.94 lakhs. 

Al though the reserves of the Bank 
have exceeded the paid up capi tal , 
the rat io of capital funds to deposits 
is far below that prescribed by the 
Reserve Bank, in view of the sharp 
rise in deposits. Accord ingly , the 
bank has added a fur ther Rs 15 
lakhs to the reserve rais ing them to 
Rs 75.16 lakhs and the capi ta l 
funds to Rs 125.16 lakhs. Even at 
this level their ra t io to deposits 
comes to only 2.9 per cent at the 
end of 1961. The surplus carr ied 
fo rward at Rs 13.51 lakhs is large 
enough to transfer something more 
to the reserves even after ra is ing 
the d ividend, but the management 
has chosen not to do so. Judging 
f rom the pace of increase in depo
sits, it appears that the bank may 
have to increase i ts capita] in order 
to narrow down the gap in the ratio 
of capi ta l funds to deposits. 
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