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Refinance Corporation 
IN order to enable the I n d i a n ex

porter to compete effectively in 
the w o r l d market , the Refinance 
Corpora t ion for Indus t ry has an
nounced a reduct ion in the rate of 

refinance for expor t credi t f r o m 5 
per cent to 4.5 per cent per a n n u m 
w i t h effect f rom December 24, 1963, 
on cond i t i on that exporters are a l 
lowed credit by f inancia l ins t i tut ions 
at a rate not exceeding 6 per cent 

per annum. 

The scheme of ref inancing expor t 
credit was o r i g i n a l l y in t roduced in 
January 1963 under w h i c h refinance 
for export credit was made ava i l 
able to financial inst i tut ions at A 
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concessional rate of 5 per cent as 
against the normal rate of 5.5 per 
cent per annum charged on re
finance of industrial loans. 

Another modification made in 
the scheme is that the stipulation 
of a minimum amount of loan of 
Rs 1 lakh to seek refinance has now 
been relaxed in order to extend the 
benefits of the refinancing scheme 
to the small exporters who ship 
goods in instalments against a parti
cular contract. Under the revised 
scheme, refinance will now he avail
able for less than Rs 1 lakh pro-
vided that the export contract is 
for a minimum amount of Rs 1 
lakh. 

Money Market 
Thursday, Morning 

HTHE inter-bank call money rate 
continued unchanged for over 

a week at 5 per cent, the rate reach
ed on the last working day of 1963. 
This steadiness of the call rate at 
half per cent above the Bank Rate 
has caused some surprise in market 
circles. The expanding demand for 
funds which is evident from the 
continuously rising bank credit and 
increasing active notes during the, 
last six weeks or so, has been met by 
an almost well-matched supply of 
funds available from increased 
deposits, sales of investments, sur
plus floating funds with others, etc. 
There was no borrowing from the 
Reserve Bank to any noteworthy ext
ent nor were borrowers aggressive 
in the call loan market at the prev
ailing high rates. In fact, scheduled 
banks' borrowings from the Reserve 
Bank until at least December 27, 
1963, were only Rs 7.71 crores, and 
moneys placed al call by scheduled 
banks as a whole on the same date 
were only Rs 50.80 crores compared 
with about Rs 69.08 crores a month 
ago. One possible explanation for 
the steadiness in the rate can be that 
lenders are generally reluctant to 
cut the rate and that borrowers are 
also few and far between and must 
have resorted to this source more as 
a matter of necessity. 

There are no signs of the rate get
ting easy, except to a small extent, 
in the immediate future; for, during 
the week ended December 27, 1963, 
bank credit has expanded further by 
Rs 24.28 crores, as against Rs 15.69 

crores in the previous week. The 
rise in bank credit since the begin
ning of the busy season is about Rs 
107 crores compared with a rise of 
a mere Rs 32 crores during the 
corresponding period last year. The 
rising tempo of bank credit is also 
reflected in the spurt of Rs 125 cro
res in the notes in circulation since 
November 1, 1963 compared with a 
rise of Rs 90 crores in the correspon
ding last period. 

As against the rising demand for 
credit, aggregate deposits of banks 
have improved during the last two 
months or so by Rs 9.42 crores and 
hanks have strengthened their cash 
resources by the sale of investments 
to the tune of about Rs 67.55 crores. 
With their own resources, banks 
have been able to meet credit dema
nds without resort to borrowing from 
the Reserve Rank even though the 
latter has to some extent liberalised 
its credit policy in anticipation of a 
further strain during the current 
busy season. In these circumstances 
the inclination to avail of funds from 
call loan market, even as matter of 
temporary expedient, will be extre
mely limited so long as the call 
rate exceeds the Bank Rate. So it is 
doubtful whether the call rate will 
sustain itself above the Bank Rate 
for any length of time at a stretch. 
At the same time it is equally unli
kely that there will be any drastic 
decline in the rate, since sporadic 
pressure for funds will tend to push 
it up to the level of the Bank Rate. 

Anyhow, such a stringency as can
not be easily tided over can hardly 
be expected to arise in the money 
market this season in view of the 
precautions already taken by the ban
king system and 'the Reserve Hank. 
The banks resources position is 
definitely stronger now than a year 
ago to withstand any normal strains, 
as will be seen from the following 
figures: 

With a substantial rise in deposits, 
investments, cash balances and with 
larger scope of borrowing from the 
Reserve Bank, the rising credit 
demand can be easily met by the 
banks. There is therefore little possi
bility of any scramble for funds or 
for unreasonably high interest rates. 

The latest Reserve Bank State-
meut, for the week ended January 3, 
shows a sharp rise of Rs 29.16 crores 
in the Notes in Circulation. This is 
in continuation of a small rise of Ks 
3.97 crores in the last week of Dec
ember. During the whole of 1963, 
notes in circulation increased by Bs 
219 crores as against an increase of 
Rs 177 crores in 1962. This is in 
consonance with a rise in bank credit 
during the year. The rise during the 
first week of the new year, after the 
year-end requirements have been 
met, confirms that the busy season 
has now picked up. The Banking 
Department having supplied Rs 1.30 
crores of notes, the balance of Rs 
28,16 crores is met by a fresh issue. 
Rupee coins of the order of Rs 1.85 
crores have also flown out of the 
Issue Department with the result 
that Rupee secrities in the Issue 
Department have been inflated by 
Rs 30 crores to secure the expan
sion of currency. Foreign securities 
have continued unchanged while 
balances held abroad are up frac
tionally by Rs 22 lakhs. 

The Central (Government's depo
sits stand lower by Rs 1.03 crores 
while those of State Governments 
aiv higher by Rs 1.55 crores. There 
is thus a net fall of Rs 2.48 crores 
in Government deposits but loans to 
Governments have swelled by Rs 
3.99 Crores. Government's disburse
ments have gone higher and account 
partly for the rise in the note issue. 

fn spite of an increase in bank 
advanees, scheduled banks' depo
sits with the Reserve Bank are 
up by Rs 4.19 crores but at the 
same time, their borrowings for the 
first time in this season have sharply 
risen by Rs 18.71 crores to Rs 26.79 
crores, the highest for the season til l 
now. Larger borrowings from the 
Rserve Bank must have been due 
to the higher call money rate to some 
extent. Bills purchased and discou
nted by the Bank are higher by Rs 
6.67 crores and investments have 
recorded a fall of Rs 10.88 crores. 
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