
Chapt er IT

FINAICIAL BT Q? ERMEDI AT ION H ESTDIA 
1951-52 to 1970-71

!Riis chapter deals with the nature and extent of 

financial intermediation in India during the period 1951-52 

to 1970-71. Section I briefly outlines the role of financial 

intermediaries in the process of financial growth. Section II 

presents an account of growth of indirect finance, the extent 

of indirect finance or financial intermediation, indirect 

finanos according to the sector and according to the financial 

intermediaries.

Section I

Role of Financial Intermediaries in the 

Saving Investment Process

Financial intermediaries play an important role in the 

saving investment process as they tend to raise the levels 

of saving and investment and also help to allocate' mare 

efficiently scarce savings among alternative investment
-j

opportunities.

Gurley, John G. and Shaw, Edward S., Money in a 
theory of Finance. She Brookings Inst it ut ion', Washington, D.C. 
1960, pp.195-196.



In an economy where financial assets do not exist,

spending units will have toi invest their savings in new

tangible assets. Spending units cannot invest more than their

savings, simply because there is no way to f inance;excess

expenditures, while also other spending units cannot invest

less:than their savings because there are no financial assets,

for, put ting, excess sayings. As a result' spending units .will

be forced to have balanced budgets i.e. savings wil3. be

equal to investments for each spending unit.. In such an

economy, where financial assets are absent, savings, invest— •

ment and growth rate would tend t,o be low. Absence of

financial assets in such an economy, will result in inefficient

allocation of scarce res cure es . Superior investment

opportunities according to their expected rates of return

will not be selected in a situation of balanced budgets.

Selection of an efficient investment project requires

unbalanced budgets i.e. for some spending units investment 
• «should exceed their savings (i.e.- budget deficits) and for 

others their savings should, exceed investment (i.e. budget 
surpluses).^

Ihe presence of money balances would improve the situa

tion as these balances would permit some spending units with 

highly promising investment opportunities to mahe investment 

expenditures in excess of their- savings, .and would allow

^Ibid., p. 196.
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others, -who do not have such opportunities, to save in excess 

of their investment through the accumulation of money. Thus, 

hy allowing some specialisation among spending units, money

as a financial asset opens up the possibility of more efficient
3 ' *'ordering of = investment in the economy.

Further improvement is made possible by the improvement 

of external financing through the development of inter

mediating techniques, Hie intermediat ing techniques turn 

primary securities into indirect securities for the port

folios of ultimate lenders, They provide to ultimate leaders 

a-wide variety of financial assets particularly suited to 

their needs, and they also make it less necessary for

borrowers to issue these securities which are ill—adapted
4to their own business.

Financial intermediaries do not come anto exrstance in 

an economy which is completely financially self-sufficient 

where sending units’ budgets are balanced. In this economy 

there would be no need for external financing and would be 

without any financial asset. Thus, financial intermediaries 

presuppose absence of couplete financial self-sufficiency and
ET

existence of surplus and deficit spending units* It should

5Ibid., pp. 196-197*

4Ibid., p. 197 .

Raymond W. Goldsmith, Financial Institutions, Random 
House, Hew York, 1968, p.23.



143

be noted that the existence c£ surplus and deficit spending 

units is a necessary condition hut not a sufficient condition,6 * 8 

as external financing may he direct one, "because transfer of 

funds may occur directly between surplus and deficit spending 

units, therefore, financial intermediaries come into existence 

and develop only as and when found necessary or found 

preferable to substitute indirect for direct finance, or to 
supplement direct by indirect finance J fhe reasons for the 

same can be summarised that surplus spending units would like 

to have,the types of assets in their financial asset port
folios which differ from those which deficit spending units 

would prefer to issue as primary securities, and deficit 

units would want acc ommodation on terms which differ from 

those which surplus spending units are able or willing to 

grant, ffhese differences may be with respect to maturity, 

legal character,siae, currency,yield, risk, redeemability, 

or marketability of the security, and it may be about

convenience and cost of transaction,' or any combinations of 
8these factors. Hence financial intermediaries acquire one 

type of security and issue another. It is this function of

6Ibid., p,25,
^Ibid., p.25.

8Ibid.. p.26.
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intermediation between ultimate borrowers and ultimate 

lenders, a process that involves “redirect ion and transforma
tion of funds,”9 Transformation of funds is a process that 

is economically, though not technically, equivalent to the

transformation that oceures in the production of goods and
10 ' ......................................................

services.,

In the process of financial accumulation, financial

intermediaries mediate between ultimate borrowers and,ultimate

lenders. And thus, financial intermediaries, enter during

the process of financial development, financial intermediaries

acquire primary securities from ultimate borrowers and give

indirect securities to ultimate lenders. That is, ratio of

indirect finance to national income tends to increase, during

the process of financial developments It is this hypotheses

of rising indirect finance to national income which we intend

to examine. • ,
Section II

Growth of Indirect finance

In this section we discuss the growth of indirect 

finance. The net issues of indirect finance increased from 

Rs.8134 lakhs to Rs.148866 lakhs between 1951-52 and 1970-71

9Ibid., p. 5 .

^Ihid., p .26 ,
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as can "be seen from Appendix fa tie IY-1. fhat is the 

absolute amount of the net issues of indirect finance have 
grown 18 times in 1970-71 as compared to that in the year 
1951-52. Outstanding issues of indirect finance increased 
from Rs.1,373,74 lakhs to Rs.12,785,30 lalfes between 1950-51 
to 1970-71 as can be seen from Appendix fable IT-1. fhat is, 
the absolute amount of outstanding issues of indirect finance 
have grown more than 9 times in 1970-71 as compared to their 
amount in 1950-51. %us, on the basis of above examination 

of the net and outstanding indirect finance in absolute 
amount we conclude that there has been.rapid growth of indirect 
f inane ing.

Indirect Finance and National Incomei

One of the characteristics of the financial development 
is the increase in the ratio of indirect finance to national 

inc ome.

fable IV-1, column 4, presents the ratio from the flow 
dimension (i.e. the net indirect f inance to national income 
ratio for the period 1951-71)
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Table IV*»1s Net Issues of Indirect Finance and national 
Income in India, 1951-71.

Cfts< vn Lakhs )

Period
Net issues 
of indirect 
finance

National
Income

Indirect
Finance
Issue- 
income 
ratio ($) '

1 2 ■3 . 4 ,
(2 -§- 3)*iO<

1951-56 777,04 45 ,'499^90«. 1.70
1956-61 , 2,268,46 58,288,00 3.89
1961^66 3,225,98, 86,397 , 00 3,73
1966-71 5,140,08 14,657,00 3.50

Source: Col. 2: Column 11, Appendix TabLe IV-'1. 
Col. 3s Column 2, Table II-1.
Col. 4s (Column 2 -£- Column 3) x 100.

From Table IV-1, it Is seen that clear and decisive 

trend has not been observed. The indirect issue-Income 

income ratio increased from 1.70 per cent in 1955-56 to 

3.89 per cent in 1956-61 . It slightly declined to 3.73 per cent 

j» 1961 - 66 ,and further to 3.50 per cent in 1966-71.

Financial Intermediation Ratios

One of the most important characteristics of a country*s 

financial structure and development is the extent to which 

net issues of domestic primary securities are absorbed or 

held by financial intermediaries rather than by domestic



non-financial sectors,particularly domestic households. 

Financial intermediaries acquire primary securities from 

ultimate borrowers and provide indirect securities to ultimate 

lenders, ffiiis is known as process of indirect f inance or 

financial intermediation. Financial intermediation would 

show the extent of direct and indirect finance in the process 

of financial accumulation. It would also reflect the degree 

of institutionalisation of saving and investment in,the 

country*s financial structure.

Generally, financial intermediaries tend to purchase 

an increasing proportion or primary securities during the 

process of ecoiomic development, as they become more and 

more active in the process of financial accumulation. 

Consequently, indirect finance ratio or financial inter

mediation ratio tends to increase during the process of 

economic development. Shis has been the experience of the 

American and Japanese financial development. In both the

countries indirect finance ratio displayed an upward trend
11over the long-term growth process. It is this hypothesis 

of rising indirect finance ratio or financial intermediation 
ratio which we inteucl to examine in the context of financial 

development in India during the period from 1951-52 to 1970-71.

1 1 David J. Ott.s Financial Development of Japan, 
1978-1958. ^he Journal of-Political Economy. April 1961,
p. *35.
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Financial intermediation ratio is determined as the 

proportion of issues of domestic primary securities purchased 

"by the financial Intermediaries, It may he noted that foreign 

debt is excluded.

fahle IT-4,, presents the indirect finance ratio or 

financial intermediation ratio from the flow diamension (i.e. 
the ratio of net indirect securities to net issues of 
domestic primary securities for the period 1951-71)

Table IT-2: Financial Intermediation Ratio in India.

C Rs • 'w IqkHs )

Pelted 
.yeeejfr -

Ret issue 
of
Indirect
Finance

Ret Issues 
of domestic 
primary 
securities

Financial 
Intermedia
tion Ratio

w

1 2 3 4C4*3> * ioo..... . . . . . . .

1951-56 777,04 2,336,97 3.3.25

1956-61 2,268,46 5,632,24 40.27

1961-66 3,225,98 8,239,54 39.15

1966-71 5,140,08
s

11,807,95 43.53

Source: Col, 2: Column 2, fahle IT-1.

Ool. 3: Column 5, Appendix fahle IT-8. 

Ool. 4 = (Column 2 Column 3) x 100.
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From Table 17-2, column 4» it is seen that financial 

intermediation ratio has been on the upward scale during 

the period 1951-71. It was 33.25 per cent in 1951-56, 

increased to 40.27 per cent in 1956—61 . During the period

1960-66 the ratio slightly declined to 39.15 per cent and
•>

during the iastperiod the ratio increased to 43.53 per cent. 

Thus, this shows the upward trend in the indirect finance 

ratio during the period 1951—71 • The upward trend in the
' • i *

indirect finance ratio indicates that the financial inter

mediaries; purchased rising proportion of domestically sold 

net issues of primary securities during the period.

The above analysis of indirect finance ratio from the 

flow has revealed the upward trend in the indirect finance 

ratio during the period 1951-71. Thus, our findings i.e.‘ ~— 

increasing purchase of domestic issues of primary securities 

by the financial intermediaries and hence the rising indirect 

finance ratio during the period 1951-71 lends support to 

the stated hypothesis of rising indirect finance ratio during 

the process of financial accumulation and development. "

And lastly, it should not be missed that upward trend in 

the indirect finance ratio indicates that process of 

financial intermediation has progressed, and hence the 

process of institutionalisation of saving and investment 

has also progressed during the period 1951-71 *



Indirect Finance According to Sector?

Indirect finance can be examined according to sector, 

that is, the purchase of primary securities of each sector 

by the financial intermediaries; fable IT-3» gives the 

percentage off net issues of primary securities purchased by 

the financial intermediaries for each sector, for the period 

1951-52 to 1970-71.

fable IT-3: Percentage of Uet Issues of Each Sector's
Primary Securities Purchased by the Pinaneial
Intermediaries in India, 1951-71*

______ ________ (in percentage)

P Ctfi od Government
Sector

Corporate
Sector

Household
Sector

1 2 3 4
1951-56
1951-56 37.26 26.09 36.62

1956-61 46.04 29-37 47 .48

1961-66 42,87 29.48 85.29

1966-71 43.56 20.86 116.73

1951-71 43.50 25.48 83.01

Source: Col. 2: (Col* 5 -4- Col. 4, Appendix fable IT-9) x 100
Col. 3: (Col. 7 4- Col* 6, Appendix fable IT-9) x 100
Col. 4) (Col. 9-r Col. 8, Appendix fable IT-9) x 100

Prom fable IT-3, column 2, it is seen that the percentage

of net issues of government sector securities purchased by
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'0*' UPlft+S,

v. ,A „ >- \-

7&
flie financial intermediaries in relation to th<| gov^iiment' ,fj *

sector domestic securities issues accounted for\<f3.5 perv cent J>‘>
* .fi -** /J,*=• / J4k'* "2*

for the entire period 1951-71. It was 37.26 per Ifcent-' lan 

1951-56, increased to 46.04 per cent in 1956-61 . It declined 

to 42.8«f per cent in 1961-66 and slightly increased to 43.56 

per cent in the last period 1966-71 . Thus, the extent of 

indirect finance with regard to the government sector, domestic 

securities has not shown any increase, yet the financial 

intermediaries purchased the sizable portion of government 

domestic securities. However, it should he noted that it 

does not necessarily reflect the financial intermediaries 

preference for the government securities as they are required 

to hold certain amount of government securities under the 

government regulation and pressure.

The extent of indirect finance has been much less in 

relation to the net issues of corporate sector securities. 

Prom Table IY-3, column 3, it is seen that the percentage 

of net issues of corporate sector securities accounted for 

25.48 per cent during the period 1951-71. It was 26.09 per 

cent in 1951-56, increased to 20.37 per cent in 1956-61 and 

remained to 29.48 per cent in 1961-66. And during the last 

period 1966-^1 it declined to 2©.86 per cent. Thus, it has 

not shown any clear trend in the purchase of net issues of 

corporate sector securities.



She extent of indirect finance with regard to the net 

issues of,household sector securities hss been highest compared 

to the government sector securities and corporate sector 

securities. From Table 17-5, column 4» it is seen that the 

percentage cf-neb issues of household sector securities purchased 

by the financial intermediaries accounted for as much as 83-01 

per cent during the entipe period 1951-71. Moreover, it is 

also observed that the purchase-', of net issues of household 

sector securities successively,increased in each period, £rom 

56.62 per cent in 1951-56 tolW'2‘3per cent in 1966-71 . This 

shows the incrasing role of• financial intermediaries in the 

purchase of household sector securities. Here,it should be 

brought to the notice that in the estimation of household 

sector securities the borrowing from the unorganised agencies 

in the urban and city areas have not been included as we have 

no means to include them.- therefore, the percentage of net 

issues of household sector securities purchased by the 

financial intermediaries came out to be higher than otherwise 

would have been, if the household sector's borrowing from 

the unorganised agencies in the urban and city areas would have 

been included in the estimation of net issues of household 

sector securities. Even though, it reflects the increasing 

purchase of household sector securities. It also means that 

the organised financial institutions seems to be becoming 

increasingly important as the source of finance for the
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agricultural sector, consequently the unorganised financing 

agencies or private agencies seem; to "be rapidly loosing 

their importance as the supplier of credit or finance in the 

sphere of agricultural finance.

Indirect finance by the Type of financial Intermediaries;

There‘are two types of financial intermediaries - 

•monetary* and ’non-monetary*. The monetary intermediaries 

buy the primary securities from the non-finaneial spending 

units and pay for them for these securities hy creating debt 

of its own,in the form of currency, demand and time deposits. 

The non-monetary financial intermediaries also buy the 

primary securities and pay for them by creating debt, but 

their issues of indirect debt are not money but other claims 

which are attractive to creditors. The Reserve Bank of India, 

Scheduled and hon-scheduled commercial Banks are classified 

as the ’monetary* intermediaries, and Insurance Organisations, 

Oo-operative Credit Institutions and the specialised f iiancial 

institutions are’classified as the ’non-monetary* inter

mediaries.

In the initial process of financial intermediation in 

the financial structure of a country, it is the monetary 

intermediaries which play major role, as they enter and 

develop first. This in turn gets reflected in the purchase
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of primary securities by them also. Therefore, in the initial 

process of financial intermediation, it is the monetary inter

mediaries who tend topurehase the primary securities and 

hence the share of monetary intermediaries tends to be major 

one. Though, the non-monetary intermediaries enter relatively 

late in the process of financial intermediation, but as the 

financial structure of a country becomes more and more conplex 

arid varigated, the importande- of non-monetary intermediaries 

•fiends to increase relatively over the long-run during the 

process of economic development. This in turn gets reflected 

in the purchase of primary securities by the non-monetary 

intermediaries. Thus, the indirect finance or purchase 

of primary securities by the non-monetary intermediaries tends 

to. increase relatively along with the upward trend, in the 

indirect f inance over the long-run during the process of 
economic development. Thus, it is this hypotheses of major 

share in the purchase of the primary securities by the 

monetary intermediaries in the initial process of f inancial 

intermediation and relative increase in the purchase of 

primary securities by the non-monetary intermediaries during 

the process of economic development, which we seek to examine 

and analyse in the context: of financial intermediation by 

the type of financial intermediaries in India during the 

period from 1951-52 to 1970-71.



Sable IY-4^presents financial intermediation by the type 

of financial intermediaries during the period 1951-71. fhat 

is the table gives percentage of net issues of domestic 

primary securities purchased by the monetary and non-monetary 

int ermediaries.

Sable IY-4? Percentage of let Issues of Primary Securities
purchased by the Monetary and lon-Monefcary
Intermediaries, 1951-72 

let (Rs.in lakhs')

Period

let
issues.
of
indirect 
finance 
by the 
Monetary 
Inter
mediaries

let
issues
of
indirect 
finance 
by the 
non
monetary 
Inter- 

-mediaries

let
issues
of
domestic
primary
securities

f> of net
issues
of
Indirect 
Pinance 
by the 
Monetary 
Int er- 
mediaties

f> of net
issues
of
Indirect
P inane e 
by the 
Icn- 
monetary 
Inter
mediaries

1 • 2 3 4 5 ,(2£ 4}*100
6

(3-M)*l

1951-56 520*22 256,82 2,336,97 22.26 10.99
1956-61 1,683*61 584,85 5,66a ,24 29.89 10.38
1961-66 2,201,10 1,024,88 8,239,54 26.71 12.44
1966-71 3,412,16 1*727,92 11,807,95 28.90 14 .63
1951-71 7,817,09 3,594,47 28,016,70 27.90 12.83

Source? Gol. 2s Column S, Appendix fable IT-11 
Col. 3? Column 9* Appendix fahLe IT-11. 
Col, 4: Column 3, fable IY-2.
Col.- 5? (Column 2 Column 4) x 100
Col. 6? (Column 3 Golnmn 4) x 100,

LO



From TatiLe 17-4 column 3 and 4 » one tiling tliat came out 

prominently is that the percentage of net issues indirect 

finance purchased by. the monetary intermediaries has been 

more than that by the non-monetary intermediaries in each 

period. Het issues of indirect finance by the Monetary 

intermediaries accounted for 27 .90 per cent and by the non- 

monetary intermediaries 12.83 per cent during the entire 

period 1951-71 . ®hus, the monetary intermediaries purchased 

relatively high proportion of netissues of domestic primary 

securities during the period. Shis shows that the Monetary 

intermediaries predominated the purchase of net issues of 

domestic primary securities. From the table it is also seen 

that net issues of indirect finance by the non-monetary 

intermediaries increased from 10.99'per cent in 1951-56 to 

14*63 per cent»» 19 66-71.

lastly, we summarise our findings, i'irst of all, our 

analysis has shown the predominance of monetary inter

mediaries in the purchase of, domestic primary securities 

during the period1. Secondly, our findings have brought out 

that the upv/ard trend in the purchase of domestic primary 

securities by'the non-monetary intermediaries during the 

period. It is significant to note that our findings of 

financial intermediation by the types of financial iinter- 

mediaries in India during the period 1951-71, substantiates
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the generalisation that it is the monetary intermediaries 

tend topurchase relatively large proportion of primary' 

securities in the initial process, of financial intermediation 

and the purchase of primary securities hy the non-monetary 

intermediaries tends to increase.along with the upward trend 

in the indirect finance during the process of financial 

development.

• *



A
PP

M
D

IX
 Ta

ttl
e IV

—
1 s

 Outs
ta

nd
in

g an
d l

et
 Iss

ue
s o

f I
nd

ir
ec

t Fin
an

ce
 , hel

d "
by

 th
e F

in
an

ci
al

 In
te

rm
ed

ia
ri

es
,

19
50

-5
1 to

 19
70

-7
1.

 
(R

s. in
 la

M
is)

37
5,

74
'-

45
5,

08
47

0.
24

 
51

8,
01

 
73

4 ,
64

 
15

0,
78

- 
60

1,
05

 
15

6,
87

 
61

6,
79

 
07

1,
72

41
9.

24
 

85
0,

34
 

35
8,

37
 

13
3,

82
 

85
3,

93
 

64
5 

,2
2 

41
9,

18
 

26
6,

22
 

14
8,

71
 

29
6,

64

1 1 1 1 1 2 2 3 3 4 4 4 5 6 6 7 8 9 10 11

10
(2

+4
+6

+8
)

O
ut


st

an
di

ng
 

in
di

re
ct

, 
.fi

na
nc

e - 
he

ld
 "by

 
th

e
fin

an
ci

al
 

in
te

r-
 - 

m
ed

ia
n 

ie
s

43
,1

3 
16

,0
0 

29
,4

6 
40

,3
9 

10
3,

52
 

87
,4

9 
16

 ,§
6 

75
,8

1 
10

7,
83

 
85

,7
6 

90
,5

3 
13

0,
48

 
18

8,
96

 
11

7,
75

 
15

1,
90

 
24

1,
05

 
17

0,
21

 
39

1,
93

 
60

6,
35

76 89
.

89 35 74
 

26 75
 

11
 

92
 

75 51
 

04 52
 

48
 

23
 

13
 

18
 

39
 

32
 

67

16
5 

20
8 

22
4 

25
4 

29
4 

39
8 

48
5 

50
2 

57
7 

68
5 

77
1 

86
2 

99
2 

1,
18

1 
1,

29
9

I, 
45

1
II

, 
69

2 
,8

62
 

,2
54

 
,8

60

50 10 50 40 50 40 1£ 00 30 80 20 70 70 50 40 10 20 40 30

’ 3. - 3 11
 

: 8 7 1 14 10 11 14 20 36 32 45 45 39 38 41 48

67 01 57 97 07 07 37 17 37 07 77 27 67 77 97 37 67

47 51 54 65 74 81 82 97 10
7

11
8

13
3

15
3

19
0

22
2

26
8

31
3

35
2

39
0

43
2.

48
0

64
,8

5 
- 1

2,
42

 
2,

16
 

45
,5

6 
82

,3
8 

12
5,

69
14

9.
93

 
47

,3
8 

41
,6

8
17

6,
22

 
12

8,
30

 
12

4,
44

 
23

0,
88

 
22

5,
88

21
0.

94
 

26
9,

49
 

30
4,

76
89

,5
8 

37
,7

2

79 64 22 38 94 32 01 94 32 00 22 52 96 84 72 66 15 91 49 21

17
9 

24
4 

23
2 

23
4 

28
2 

36
5 

49
1 

■ 640
 

68
8 

73
0 

9 0
6 

1,
03

4 
1,

15
8 

1,
38

9 
1,

61
5 

1,
82

6 
2,

09
6 

2,
40

0 
2,

49
0 

2,
52

8

14 48 ,,6
5 28 74 69 43 73
 

12 74
 

C
7 

41
 

91
 

98
 

05
 

32
 

87
 

58
' 

56

- 30
 

’ 8 4 
11

9 
22

2 
23

5 
37

5 
32

6 
29

4 70
 

19
2 

21
6 

32
2 

33
0 

38
3 

22
4 

33
3 

35
9 

45
5

98
0,

62
95

0.
48

 
95

8,
96

 
96

3,
61

 
08

2,
89

 
30

5,
63

 
54

1,
32

91
6.

75
24

3.
48

 
53

7,
60

 
60

8,
34

 
80

0,
41

 
01

6,
82

 
33

9,
73

 
67

0,
71

05
3.

76
 

27
8,

08
 

61
1,

95
 

97
1,

53
 

42
7 

, 0
9

1 1 1 1 2 2 2 2 3 3 3 4 4 4 4 5

N
et ho
r r

ow
in

g 
of

 th
e 

ho
us

eh
ol

d 
se

ct
or

 
fr

om
 th

e 
fin

an
ci

al
 

in
te

r
m

ed
ia

ri
es

O
ut


st

an
di

ng
 

ho
us

eh
ol

d 
se

ct
or

 
bo

rr
ow

in
g 

fr
om

 th
e 

fin
an

ci
al

 
in

te
r

m
ed

ia
ri

es

N
et

 ,
;■
 is

su
es

 
'o

f co
rp

or
at

e 
se

ct
or

 
lo

ng
-te

rm
 

se
cu

r it
 ie

s 
he

ld
 ty

 
th

e
fin

an
ci

al
in

te
r

m
ed

ia
ri

es

O
ut st
an

di
ng

 
co

rp
or

at
e 

se
ct

 o
r 

lo
ng

-t 
er

m
 , 

se
cu

ri
tie

s 
he

ld
 ty

 
th

e
fin

an
ci

al
in

te
r 

m
ed

ia
ri

es

N
et iss

ue
s

of co
rp

or
at

e
se

ct
or

bo
rr

ow
in

g
fr

om fin
an

ci
al

 
. in

te
r

m
ed

ia
ri

es

O
ut st
an

di
ng

 
, c

or
po

ra
te

 
se

ct
or

 
bo

rr
ow

in
g 

fr
om fin

an
ei

al
 

in
te

r-
. 

m
ed

ia
ri

es

.N
et

 
is

su
es

 
of

 go
ve

rn


m
en

t ' 
se

cu
ri

ty
 

he
ld

 by
 

th
e

fin
an

ci
al

 
in

te
r-

 
m

ed
ia

ri
es

O
ut st
an

di
ng

G
ov

er
n

m
en

t
se

cu
ri

tie
s 

he
ld

 by
 

th
e

f in
an

e i
al

 
in

te
r

m
ed

ia
ri

es

19
50

- 
51

19
51

- 
52

19
52

- 
53

19
53

- 
54

19
54

- 
55

19
55

- 
56

19
56

- 
57

19
57

- 
58

19
58

- 
59

19
59

- 
60

19
60

- 
61

 
19

61
-6

2
19

62
- 

63
19

63
- 

64
19

64
- 

65
19

65
- 

66
19

66
- 

67
19

67
- 

68
19

68
- 

69
19

69
- 

70

Y
ea

r



j V
.

4,
61

1,
95

 
4,

97
1,

53
 

5,
4.

27
,0

9
6,

15
7.

14

98
0,

62
 

95
0,

48
 

. 95
8,

96
 

96
3,

61
 

1,
08

2,
89

 
1,

30
5*

63
 

1,
54

1,
32

 
1,

91
6,

75
 

2,
24

3,
48

 
2,

53
7,

60
 

2,
60

8,
54

 
2,

80
0,

41
 

3,
01

6,
82

 
3,

33
9,

73
 

3,
67

0,
71

A HK-
X

7.
70

6.
70

 
5,

10
 

5,
90

 
5,

80
12

,0
0

12
,5

0
7,

70
7,

30
'

6,
40

13
.1

0 
8,

60
 

9,
50

17
,7

0
29

.9
0 

21
,6

0
19

.5
0

24
.9

0
21

.1
0 

27
,8

0
16

.5
0

12
8.

39
13

2.
79

14
6.

89
15

9.
59

 
16

6,
49

18
5.

79
22

0.
89

23
2.

59
26

2.
19

 
28

3,
09

32
8.

59
36

0.
59

40
5.

79
 

44
5,

99
47

2.
39

51
0.

19
54

2.
19

58
5.

39
64

9.
59

73
1.

89
82

1.
89

33
,0

0
33

,4
0

35
,7

0
38

.3
0 

40
,9

0 
.4

4,
50

51
.3

0
52

.5
0

58
.3

0
60

.3
0

65
.1

0
73

.1
0

87
.5

0
94

.1
0

10
5,

80
11

9.
40

 
13

3,
60

 
14

8,
00

 
17

8,
00

 
20

7,
30

23
8.

40

32
4,

90
 

31
2,

95
 

32
1,

41
 

33
8,

48
 

36
5,

75
 

38
4 

,5
2 

37
1,

66
 

45
2,

86
 

62
4,

43
 

72
5,

88
 

56
9,

35
 

61
0,

98
 

60
2,

61
 

64
7,

47
 

72
4,

70
 

. 816
,3

0 
89

7,
8?

. 
97

3,
22

.1
,0

61
,3

6 
.1

,1
72

,7
5 

1,
36

6,
62

48
6,

63
 

46
4 

,6
4 

44
9,

86
 

42
1,

34
 

50
3,

95
 

67
8,

82
 

88
4,

97
1,

17
1,

10
 

1,
29

1,
26

 
1,

46
1,

93
 

1 ,
63

2,
20

 
1,

74
7,

14
 

1,
91

1,
42

 
2,

,1
34

 ,4
7

2.
33

7.
92

 
2,

58
6,

27
2.

68
4.

92
 

2,
88

0,
44

 
3,

06
1,

48
 

3,
28

7,
35

 
3,

71
3,

73

19
50

- 
51

19
51

- 
52

19
52

- 
53

19
53

- 
54

19
54

- 
55

19
55

- 
56

19
56

- 
57

19
57

- 
58

19
58

- 
59

19
59

- 
60

19
60

- 
61

, 
19

61
-6

2
19

62
- 

63
19

63
- 

64
19

64
- 

65
19

65
- 

66
19

66
- 

67
19

67
- 

6§
19

68
- 

69
19

69
- 

70
19

70
- 

71

To
ta

l ■ 
,

ou
ts

ta
nd

in
g , 

G
ov

er
nm

en
t ! 

se
cu

rit
ie

s 
he

ld
 by

 th
e 

fin
an

ci
al

 
In

te
r

m
ed

ia
rie

s VO+tA+
to+CvJ

1■as
i «H 2> 0 43S4 d-HO © +3rd d m

O

vo

In
su

ra
nc

e
O

rg
an

is
at

io
ns

\

in

O
o-

op
er

at
iv

e 
In

st
itu

tio
ns

H&
’H0
1 m
0 S
0 pq

in

R
es

er
ve

 
B

an
k 

of
 In

di
a

CM

3
<ufH v-

O
ut

st
an

di
ng

 an
d l

et
 Iss

ue
s o

f G
ov

er
nm

en
t Se

cu
rit

ie
s h

el
d b

y t
he

 ’Fi
na

nc
ia

l 
In

te
rm

ed
ia

rie
s, 1

95
0-

51
 to

 19
70

-7
1.

 
■ I

A
pp

en
di

x T
ab

le
 17

-2
!



9,
40

16
,9

^
18

,1
0

19
.6

0
21

.6
0 

24
 ,6

2 
24

 ,4
 S

 
12

,4
1 

11
,0

6 
11

,1
5 

10
,7

7
9,

59
9,

85
7,

78
6,

52
5,

61
5,

07
6,

19
6,

75
5.

92
5.

93

31
5,

50
29

6,
05

30
3,

31
51

8,
88

34
4,

15
35

9,
90

34
7.

18
 

44
0,

45
 

61
3,

37
 

71
4,

73
 

'5
58

,5
8 

60
1,

39
 

59
2,

76
63

9.
69

71
8.

18
81

0.
69

 
89

2,
80

 
96

7,
03

1 ,0
54

,6
1 

1,
16

6,
83

 
1,

36
2,

69

32
4 

,9
0 

31
2,

95
 

32
1,

41
33

8,
48

36
5,

75
 

38
4,

52
1 

37
1,

66
45

2.
86

 
62

4,
43

 
72

5,
88

 
56

9,
35

 
61

0,
98

 
60

2,
61

 
64

7 
,4

7 
72

4,
70

 
81

6,
30

89
7.

87
 

97
3,

22
1 ,0

61
,,3

6 
1,

17
2,

75
 

1,
36

6,6
2“

19
50

-5
1

•1
95

1-
52

19
52

- 
53

19
53

- 
54

19
54

- 
55

19
55

- 
56

19
56

- 
57

19
57

- 
58

19
58

- 
59

19
59

- 
60

19
60

- 
61

 
19

61
-6

2
19

62
- 

63
19

63
- 

64
19

64
- 

65
19

65
- 

66
19

66
- 

67
19

67
- 

68
19

68
- 

69
 

i 9
69

-7
0 

19
70

-7
1

4

H
 on

-s
ch

ed
ul

ed
C

om
m

er
ci

al
B

an
ks

Sc
he

du
le

d
C

om
m

er
ci

al
B

an
ks

(3+
4 

5

C
om

m
er

ci
al

B
an

ks

O
ut

st
an

di
ng

 Go
ve

rn
m

en
t S

ec
ur

iti
es

 he
ld

 by
 th

e C
om

m
er

ci
al

 
B

an
ks

, 19
50

-5
1 to

 19
70

-7
1 .

 
(E

s.l
n l

at
ts

)

T
ea

r

A
pp

en
di

x S
ab

le
 IT

-3
:

a
 yl



7.
70

6.
70

 
5,

10
 

5,
90

 
5,

80
12

,0
0

12
,5

0
7.

70
 

7,
30

 
6,

40
13

,1
0

8,
60

9,
50

17
,7

0
29

.9
0 

21
,6

0 
19

,5
0

24
.9

0
21

,1
0

4,
40

14
.1

0
12

,7
0

6,
90

19
,3

0
35

.1
0

11
,7

0
. 2

9,
60

 
20

,9
0 

45
,5

0 
32

,0
0

45
.2

0
40

.2
0 

26
,4

0 
37

,8
0 

32
,0

0
43

.2
0

64
.2

0
R

O
 7H

i O
th

er
 

j F
in

an
ci

al
 

In
st

itu
t io

ns
le

t Is
su

es
 of

G
ov

er
nm

en
t

Se
cu

rit
ie

s
he

ld
 by

 th
e

In
su

ra
nc

e
In

st
itu

tio
ns

12
8,

39
13

2.
79

14
6.

89
15

9.
59

 
16

6,
49

18
5.

79
22

0.
89

 
23

2,
55

26
2.

19
 

28
3,

09
32

8.
59

36
0.

59
 1

40
5.

79
 

44
5,

99
47

2.
39

51
0.

19
54

2.
19

58
5.

39
64

9.
59

73
1.

89

In
su

ra
nc

e
In

st
itu

tio
ns

40
 

2,
30

 
2,

60
 

2,
60

 
3,

60
 

6,
80

 
1,

20
 

5,
80

 
2,

00
 

4,
80

 
8,

00
 

14
,4

0 
6,

60
 

11
,7

0 
13

,6
0 

14
,2

0 
14

,4
0 

30
,0

0 
29

,3
03

le
t Is

su
es

 of 
G

ov
er

nm
en

t 
Se

cu
rit

ie
s 

he
ld

 by
 th

e 
C

o-
 op

er
at

iv
e 

In
st

itu
tio

ns

33
,0

0
33

,4
0

35
,7

0
38

.3
0

40
,9

0
44

.5
0

51
.3

0
52

.5
0

58
.3

0
60

.3
0

65
.1

0
73

.1
0

87
.5

0
94

.1
0 

10
5,

80
 

11
9,

40
 

13
3,

60
 

14
8,

00
 

17
8,

00
 

20
7,

30

!k
\

(R
e,

in
 la

kh
s)

C
o-

op
er

at
iv

e
In

st
itu

tio
ns

O
ut

st
an

di
ng

 Go
ve

rn
m

en
t Se

cu
rit

ie
s h

el
d b

y th
e C

o-
op

er
at

iv
e 

In
st

itu
tio

ns
, In

su
ra

nc
e O

rg
an

is
at

io
ns

 and
 Ot

he
r F

in
an

ci
al

 
In

st
itu

tio
ns

, 19
50

-5
1 to

 19
70

-7
1.

19
50

-  
51

19
51

- 
52

19
52

- 
53

19
53

- 
54

19
54

- 
55

19
55

- 
56

19
56

- 
57

19
57

- 
58

19
58

- 
59

19
59

- 
60

19
60

- 
61

19
61

- 
62

19
62

- 
63

19
63

- 
64

19
64

- 
65

19
65

- 
66

19
66

- 
67

19
67

- 
68

19
68

- 
69

19
69

- 
70

1Y
ea

r

A
pp

en
di

x S
ab

le
 TV

-4
:



162

Note on the estimation outstanding government securities held 
“by the co-operative institutions, Insurance organisations 
and other financial Institutions:

She figures of the outstanding government securities held "by 
the cooperative institutions are estimated on the basis of 
figures of net issues of government securities held by the 
cooperative institutions, in the following manner: We obtained
the figure of outstanding government securities held by, the 
cooperative institutions for they ear 1950-51 . By adding the 
figure of net issues o f government securities held by the 
financial intermediaries in 1951-52 to the figure of out
standing government securities held by the cooperative , 
institution in tlie year 19.50-51, we arrived at the figure of 
outstanding government securities held by the cooperative 
institutions for the year ,1951-52. In the same way we arrived 
at the figures of outstanding, government securities held by 
the cooperative institutions for each year. She estimated 
figures of outstanding government securities held by the co
operative institutions-are given in column 2, Appendix fable 
IY-4 . fhe figure of outstanding government securities held 
by the'cooperative institutions for the year 1950-51 obtained 
from M.S. Joshi's ’’The National Balance Sheet of India,11 
fable 1(a), Banking Sub-sector? 1950, 60; p. 15, University 
of Bombay, 1966. Here it should be pointed out that the 
figure we obtained is for the year 1949-50, but for our 
purpose we have treated the same figure for the year 1950-51 . 
fhe reason is that the figure for the year 1950-51 is not 
available and figure is of small magnitude would not make big 
difference by treating the figure of 1949-50 for the year 
-ig50-»5i, fhe figures of net issues of government securities 
held by the cooperative institutions (given in the column 5, 
Appendix fable IV-4) are obtained from "financial Plows in 
the Indian Economy" published by the Reserve Bank of Indla^
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Bulletin, Reserve Bank of India, Bombay, which gives the 
sources and uses of funds of all the sectors. let issues 
of government securities held by the cooperative 
institutions are obtained from the uses side of the state
ment on "financial flows Co-operative Banks and Credit 
societies”, from the issues of March 1967, July 1969,
February 1972, May 1973 and August 1975, of the Reserve 
Bank of India Bulletin. ' -

The figures of outstanding government securities held by 
Insurance Organisations are estimated on the basis of net 
issues government securities held by the insurance organisa
tions. The figure o f outstanding’ government securities 
held by the insurance organisation for the year 1950-51 
obtained from the statement on "Assets and liabilities of the 
Indian Insurance", section on Insurance, Statistical 
Abstract-, India,Central Statistical Organisation, lew Delhi.
By adding the figure of neb issues of .government securities 
held by the insurance organisations In 1951-52 to the figure 
of outstanding government securities held by- the Insurance 
organisations inthe year 1950-51, we arrived at the figure 
of outstanding government securities held by the Insurance 
Organisation for the year 1951-52. In the same way we have 
estimated the figures for each year. (2?he estimated figures 
of outstanding government securities held by the Insurance 
Organisation are given in column 4, Appendix fable IT-4).
The figures of net issues of government securities held by the 
Insurance Organisations obtained from the uses side of the 
statement on "financial flows Insurance", in "financial flows 
in the Indian Economy published' in the issues- March 1967,
July 1969, February 1972 , May 1973 and August 1975 of the 
Reserve fenk of India Bulletin, Reserve Bank of India, Bombay.
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The figures of outstanding government securities held "by the 
other financial institutions estimated on the basis of figures 
of net issues of government securities held by the Other 
Financial Institutions, The series of outstanding government 
securities held by the Other Financial Institutions estimated 
in the manner as we have estimated the series of outstanding 
government securities held by cooperative institutions and by 
Insurance organisations. (Estimated series of outstanding 
government securities held by the, other financial institution 
is given in column 6, Appendix Table IV-4).

The figure of outstanding government securities for the year 
1950-51 obtained from Table 1(b) "Other Financial Intermediaries”, 
1950, 1961; The National balance Sheet of India,, by M.S. Joshi. 
Again the figure which we have obtained from above source is 
for the year 1949-50 treated as for the year 1950-51 for the 
same reason mentioned earlier. The net, issues of government 
securities held, by the other financial institutions (given in 
column 7, Appendix Table IV-4) are, obtained from uses side of 
statement on "Financial Flows - Financial Corporation and 
companies" in "Financial Flows in the Indian Economy" 
published in the issues of March 1967» July 1969» February 
1973 and August 1975 of the Reserve Bank of India Bulletin.
Reserve Bank of India, Bombay.
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Uote on the estimation of corporate sector lutstanding long
term securities held by the financial intermediaries.

Corporate sector .long-term securities held hy the financial 
intermediaries includes shares and debenture of the corporate 
sector held hy the financial intermediaries. The series of 
outstanding corporate sector long-term securities held hy the 
commercial'hanks is estimated on the basis of neb issues of 
corporate sector long-term securities held hy the Commercial 
Banks. For the year 1950-51 the figure of outstanding 
corporate sector long-term securities held hy the Commercial 
Banks obtained from the statement on "Analysis of Investment 
of the Scheduled Commercial Banks", Trend and Progress of 
Banking in India, 1950-51 * Reserve Bank of India, Bombay. By 
adding the figure of neb issues of corporate sector long-term 
securities held hy the Commercial hanks in 1951-52 to the 
figure of outstanding corporate sector long-term securities 
held hy the Commercial Banks in 1950-51, we arrived at 
outstanding corporate sector long-term securities hy the 
commercial hanks for theyear 1951-52. In the same way we 
have obtained the figure of outstanding corporate sector 
long-term securities held hy the Commercial Banks for each 
year. The net issues of corporate sector long-term securities 
held hy the commercial hanks are obtained from uses side of 
the statement on "Financial Flows - Commercial Banks" in 
"Financial Flows in the Indian Economy", published hy the 
Reserve Bank of India Bulletin, Reserve Bank of India, Bombay. 
The issues from whiehwe haveoobtained the figures are 
larch 1967, July 1969, February 1972, May 1973, August 1975 
of the Reserve Bank of India Bulletin. (The estimated series 
of outstanding corporate sector long-term securities held by 
the commercial hank is given in column 2, Appendix Table V-6).
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The series of outstanding corporate sector long-term 
securities held by the Insurance Organisations estimated on 
the basis of net issues of corporate sector held by the 
financial intermediaries in the same manner as we have 
estimated the series of outstanding corporate sector long-term 
securities held by the commercial banks. The figure of 
outstanding corporate sector long-term securities held by 
the Insurance Organisations for the year 1950-51 obtained 
from statement on "Assets and liabilities of Indian Insurance” 
section on "Insurance” in the Statistical Abstract - India, 
1950-51, .Central Statistical Organisation, lew Delhi. The 
figures of net; issues of corporate sector obtained from the 
uses sideof the statement on "Financial Flows Insurance” in 
Financial Flows in the Indian Econorrry" published in the 
issues of March 1967, July 1969, February 1972, May 1975 and 
August 1975 of the Reserve Bank of India Bulletin. (The 
estimated series of outstanding corporate sector long-term 
securities held by the Insurance Organisations is given in 
column 4-, Appendix Table IT-6).

In the same manner we have estimated the series of outstanding 
corporate sector long-term securities held by the Other 
Financial Institutions as we have estimated the series of 
outstanding corporate sector long-term securities held by 
the commercial barks. The figures of net issues of corporate 
sector long-term securities held by the Other Financial 
Institutions obtained from the' "uses" side of the statement 
on "Financial Flows - Financial Corporation and Companies" in 
"Financial Flows in the Indian Eccnomy" published in the - 
issues of March 1967, July 1969, February 1972, May 1973 and 
August 1975 of the Reserve Bank of India Bulletin.
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Appendix Pahle IT-8: Outstanding and let Issues of Domestic
Primary Securities in India, 1950-51 to
1970-71 « (Hs-. in lakhs)

Year
Out st anding 
stock of 
pr imary 
securities

Outstanding 
ext ernal 
securities

Outstanding
domestic
primary
securities

let issues 
of domestic 
primary 
securities

1 2 3 4
(2-3)

5

1950-51 5,659,91 32,03 5,627,88
1951-52 6,227,94 136,99 6,090,95 463,07
1958-53 6,447 ,76 138,53 6,309,23 218,28
1953-54 • 6,637,10 136,44 6,500,66 191,43
1954-55 7,257,69' 133,20 7,124,49 623,83
1955-56 8,103,66 138,81 7,964,85 840,36
1956-57 9,075 , 84- 160,98 8,914,86 950,01
1957-58 10,519,58 211,02 10,308,56 1,393,70
1958-59 11,876,86 391,35 11 ,485,51 1,176,95
1959-60 13,177,33 630,50 12,546,83 1,061,32
1960-61 14,558,05 760,96 13,597,09 1,050,26
1961-62 ‘ 15 , 984 , 68 1,110,55 14,874,13 1 ,277,04
1962-63 17,813,87 1,379,03 16,434,84 1 ,560,71
1963-64 20,151,38 1,809,08 18,342,30 1 ,907,46
1964-65 22,083,22 2,192,23 13,890,99 1,548,69
1965-66 24,427,25 2,590,62 21,836,63 1,945,64
1966-67 28,043,81 2,940,63 25,103,18 3,266,55-
1967-68 30,573,41 3,245,41 27,328,00 2,224 , 82 '
1968-69 32,978,00 3,577 ,42 29,400,58 2,072,58'
1969-70 35,148,30 3,897,25 31 ,251,05 1,850,47
1970-71 37,818,62 4,174,04 33,644,58 2,393,53

Source Col. 2% Column 2, Sahle II-2.
Oolo 5; Column 8, Apfendix Pahle II-1.
Col. 4: Column. 2 minus 3*
Col. 5: Por each, year net issues o f the domestic primary 

securities is the change in the outstanding 
domestic primary securities over the preeeeding 

' year's outstanding domestic primary securities. 
(The figures of outstanding domestic primary 
securities are given in column 4).
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Estimation of outstanding Household sector securities held bv 
monetary intermediaries:

She series of outstanding household sector securities held by 
the monetary intermediaries estimated on the basis of net issues 
of household sector securities held by the monetary inter
mediaries. We obtained the figure o f out standing household 
sector securities held by the commercial banks for the year 
1950-51 from fable I (a), "Banking sub-sectors: 1950, 1961", 
in fhj§ National Balance sheet of India by M.S. Joshi, University 
of Bombay, 1966, p.13» fhe table gives assets and Liabilities 
Banking sub-sector from which item 64 of the Commercial Banks 
is the receivable from the household sector, is treated as the 
outstanding household sector securities held by the monetary 
sector securities held, by the monetary intermediaries since 
the Reserve Bank of India does not lead credit to the household 
sector. Here it should be pointed out the figure which we - 
have obtained is for the year 1949-50 but we have treated the 
same figure for the year 1950-51 . As the amount is of smaller 
magnitute would not make much difference by treating the 
figure of 1949-50 as the figure for the year 1950-51. She net 
issues of household sector securities held by the Commercial 
banks are obtained from column 2, Appendix fable II-C-2. By 
adding the figure of net issues of household sector securities 
held by the Commercial banks to the figure of outstanding 
household sector securities held by the Commercial banks for 
the year 1950-51 , we arrive at outstanding household sector 
securities held by the Commercial banks for the year 1951-52. In the 
the same way, we arrived at the figures of outstanding house
hold securities held by the monetary intermediaries for each 

year,.


