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Fort Saint George, Financial Consultation, 2nd June 1857.

A A At

from J. Ouchterlony, Esq., Chairman ofa Meeting of Members of the

Read again letter
Community of Madras, dated 29th February and recorded in Consulta-

Commercial and Trading
tion of the 28th March 1856.

Read the following Minutes.
No. 3. By the Right Honorable the President, dated 20th March 1856, No. 252; on letter
from J. OUCHTERLONY, Esq. Chairman of a Meeting of Members of the Com-
rading Community of Madras, dated 29th February 1856, No. 103.
for the earnest consideration of Government, inasmuch as
-al, some expression of the opinion of this Government on

mercial and T

A Memorial of this nature calls

in forwarding it to the Governor Gener
the subject would be expected.
ra:1. The inability of the Bank of Madras to afford efficient Banking

The Memorialists assert, pa
rtion on the high Rates of Interest required at certain

accommodation and they ground this asse
periods by the Bank.
It is very possible that the statement made by the Memoralists is correct, but I cannot
think that they show it very conclusively.
Upon the reasons urged by them, it might be required that Capital should be found by
somebody or other for any amount of wild speculation; that is to say if the demands of the public
are to be the criterion.

There are two facts, however mentioned by them—which are of force.

The first is the increase of trade in Madras:
The second is the amount of accommodation which the Bank has actually given.
go to show that a larger power of accommod:
safety to itself and with advantage to the public.

r is, moreover, not excessive, and I should on

I think both these tion is required, and might be
employed by the Bank with
sital Stock asked fc

d to recommend the Memorial favorably to the consideration of the

The augmentation of Cay
these grounds be dispose
Governor General in Council.

(Signed) HARRIS.

Honorable Sir H. C. MONTGOMERY, Bart., dated 20th March 1856,

No. 4. By the
No. 253.
I think before proceedir

Directors of the Bank.
(Signed) H. C. MONTGOMERY.
By the Honorable W. ELLIOT, Esq., dated 22nd March 1856, on letter from

No. 5. 3 3
the Chairman J. OUCHTERLONY, Esq., dated 22d March 1856, No. 103.

hg further Government should have the opinions of the Government

t this Memorial has originated during a period of great financial dis-

It is to be observed tha
and discount had risen to an unprecedented height, not only

turbance, when the rates of interest
in Madras, but also at Caleutta and Bombay, and even in England.

1 apprchend that if reference is made to the other periods of restricted accommodation quoted
¢ ]

it will be found that a similar tightness of the money market was experienced elsewhere as well

as Madras.
The Bank requires a Capital sufficient to meet the requirements of the public under ordinary

circumstances, not to meet the demands of extraordinary erises.

To provide for such occasions without increasing its terms of business would be to encourage

speculation and to entail loss on itself.
A larger Capital than can be employed under the ordinary coarse of trade obliges the Bank
to keep such surplus either lying idle, or, as has happened already, to invest it in Government or

other Securities, in which case it cannot be realized in times of need without sacrifice.

I think the Government Directors should be called on for their opinion. I would also for-

ward the memorial to the Accountant General as the financial Adviser of Government for a State-

ment of his views upon it.
I believe that scarcely any Shareholder of the Bank will be found among the subscribers

to the Memorial, except members in Houses of Agency, and not many of these.
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The business of the Bank is entirely in the h
monopoly of the Direction in their hands has alwa
on the interests of the Bank and of the public,
actions scrutinized by their mercantile brethre
dation if they can raise funds elsewhere, the
modation, of which noted instances have
of Directors are likewise enabled to cont
business of their firms which sil) farth
the Bank. ¢

What is required is a change in the system of Bank Government. Instead .of' a Boarfd o
Honorary Directors, there should be one or two paid Directors. This, and not lnf:l‘(.‘aﬁe ol ca-
pital is, I imagine, the true mode of making the institution more useful to the public at large.

(Signed) WALTER ELLIOT.
Read also the following Papers

ands of the leading Houses of Agency, and this
ys been'objected to, as operating unfavorably buth
merchants, and traders dislike to have their trans-
n, and do not avail themselves of Bank accommo-
mercantile Directors participate unduly in the accom-
more than once come before the public. The same class
rol the rules of business so as not to interfere \m}.: du;
er inconveniences the public and restricts the profits o

No. 6. From G. L, PRENDERGAST, Esq., Government Director of the Ban'k Of. t\fﬂdr“ )
to T. PYCROFT, Esq., Chief Secretary to Government; dated 5th April 1856.
Sir, ;
I have the honor to acknowledge the receipt of Extract of Minutes 28th Ultimo, calling upon
the G

overnment Directors of the Madras Ban

k severally to give their opinion upon the proposed
extensi

on from 30 to 50 Lacs, of the Capital of that Bank.

4 hi : flue-
The experience I haye derived, as a Director of the Bank is to the effect that whilst the
tuations have been ver

¥ great, the Bank at one time lending money at 8} per cent, at ~ thet u;n t;se
at 12 per cent, the Pressure has been excessive from the deficiency of working Capital. lh i
Capital be increased, however, to 50 Lacs, 1 think some injustice may be entailed on tl.le,s :}:et
holders, for, of course, the immediate effect will be to reduce the dividends. I am of opinion tha
the increase of Capital

; ital,
should not, at any rate for the present, exceed 10 Lacs, making the Capit
40 Lacs altogether. By this measure, | believe,

: in
the pressure, now so often repeated, will not be so frequent and continued. It must l:he b;(l':;ms
mind that, the Usury Laws having been repealed, any interest may be charged and when the

1 is true
2 per cent the charges outside in the Bazaar, will be 18 or 20 per f:ent. dIt. izccu-
that there are other Banks in Madras, but that circumstance will not produce relief on the
sions of the pr

essure in question. They follow, but do not lead, the Madras Banl'(. The M‘a2
dras Bank is the regulator, so to speak, of the monetary transactions here, for, if it °h"fle:‘°'t
per cent, the charge elsewhere will hard]y be less any where within the Presidency, nay,
certainly, it will be higher, and possibly considerably higher.

I believe ‘that it was very unusual to find a ¢

re
harge made by the Government Bank of mo
- than 7 per cent for interes

before it ceased to exist. But then the Wort‘
There was more consideration then for the pu z
Bank the demand for money makes itself apparent in two ways, one by d.le pl‘t;'e
e Bank must raise its rates in self-protection, o
other by the desire within to obtain a high dividend : but the two equally work injurioq'xsly to -
public, and the iriflueritial feeling in the imposing of restrictions is not one of consideration for
public at al],

(Signed) G. L.’ PRENDERGAST,
Government Director of the Bank of Madras.

—————————

» Government Director of the Bank‘ | of | Madras ;
Secretary to Government, dated April 1857,

No. 7. From §. D. BIRCH, Esq
to T. PYCROFT, Esq.; Chief

No. 131, of the 28th Ultimo, I do myself the honor of
tension of the Capital of the Bank of Madras.

Signed) 8. D. BIRCH,
oochAnf:te D)ircctor, Bank of Madras.

submittihg my opinion on the proposed ex

-hilst.
the dividends will not be too much reduced, whils

L3
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1 T] ]I = 1' 11]'5588{] tO G:VE l ] ] .] i 1. .
: § 3 p ma’ be mcreas-
f Mad]‘a ]](l l)l a ys I|)] reasons there]n Stated t]lat th C 1 f B fM
0 S, a 5 e Lva “d 0O 1he a nk 5] adras
ed fl om ltS pl‘esellt amount, ViR, 30 Lacs, to \)0 La.cs-

. i
I shall not paunse to consider here whether the course adopted by the Public Meeting
2. shall no

p il -
f the charter quoted in the Memorial ;
i ted by the terms of the clause o ; : :
e : ?iﬁirzzﬁlbilessybe well advised on this point, but, I may be permitted to observ
the Governmen

ia in Council,
Governor General of India in
ays taken Clause IV to mean, that the
“that I have always taken

. i 2 .o q i ition fl‘om the Sha.re-
" . . . )
W‘ltll()ut t]le i]ltel vention Ofth\, Leg]s.atlve (3()“"(:1.1 ]Il[UI“ “P()" d].le requis :
Iloﬂ ize an increase tO the Bank's Capltal, but nOt that it ves ed hlm wi p
holdel's, ﬂut : o~ i e £ th a ower to
l. ¢ ] l ” ll ( f ] *

Iti ed, in the Memorial, that the Bank is unable to afford efficient Banking accom-
3. Itis urged, )

e ) ] es rlCthnS P ace up()ll 1S pusi-
- XXlOdathll and tllat the hlgh rates Of lntelest it hds (:||a|'(re([ a"d T t l d t b

ness, y P nce d l-
s, owing to ‘he lllsuﬂimenc 0‘ its lnea-]ls) llave bee,l lodﬂctlve Of mceconvenie anda evi

L i rded b
ld beg permission to submit to the notice of Government two M}\lnut]esi :;ic,: Capitaly
e " s s
4'.1 If;v OL;: Boogkf which will shew that the question of an increase to the
me in the Ban ’

was under v 1 fl’Om
-

i i to the Supreme Govern-
' i lieve, by this Government
i holders was submitted, I be : i
it = ls'h?lrio 'i‘he Bank had no notice of the nature of the rep.ly, I am the:‘f;ize S
ciidn g re}})l l: gron;nd the Supreme Government declined to sanction the me g
state upon wha .
id 50 is my impression. . ; - A<
. : r}; ared to admit, to the fullest extent, that since the Eistabl:ir:;l; b
51:1 i:cn:ezseg aﬁd that there exists a greater demz'md for Ban :lr:;g o s
trade fas ly did ’but I am unable to see, looking to a fair return to opi ety
thel"e C0 m'lte:l yt;hat 'the interposition of the Government, in the xfxanne: p:(:{]i):m t,hat e
:'}ilztl: tliplinc:mvenience and evil complained of, anddI g]o tnt(;lteh::;t::i:eiﬁoc; e R
be urged tha
Shareholders. It may : : e
s g (t)lr:e ;t;lszholders but it has tobe shewn that any important portion of them
some of the g

e inci whi i lesser evil
~and miti rve that the principle which risks the
iti T must'be]ml‘nutted to observe
'the propasition,

insure the greater good, is applicable to Financial matters equally with others, and is often dic-
to msur s

S late Government Bank. - The

6. The present Institution, as it is stated, superseded the ate . kbR g

.at the disposal of that establishment and the amount of business one d}; o

{n:ari:sonsideration by those who framed the scheme for the Bank of %adras, and ; de I:S\l : 1;.;(,;; .

7 ibed Capi 30 Lacs of Rupees would be s .

t a subscribed Capital of much less thafl ) .

» w9y thfo :hz experience of the other "Presidencies, it was considered that when thfa Bank

Lookl'ng eration, it would create a Banking Capital sufficient, of itself, to meet. the requirements

c?'m}f “;::l’b‘])}:: The: Capital was, however, fixed at 30 Lacs, but so impressed with this idea were

of the ic.

he first Directors, that they proceeded at once to invest the whole of the subscribed Capital in
the y
Government Securities.

7. Itis stated in the Memorial, and proved by the Betums of the Bank, thzt gtl;:e s::;c::
whence it was anticipated a Banking Capital would be de::xved hav'e proveddunfpro uc 2 t,w g

ds the circulation of Notes, it is observed that tberg 1s no solid ground o ,sgpﬁ)o =
regarl ¢tual remedy to the inconvenience now experienced, from the smallne.ss of the me‘ar.ls
a:ylgfn‘ek can be provided from that source. An increase to the paid up Capital is therefore solicited.
the bank,

8. No representation that I could make, upon the injustice of a requisition based uponsuch

grounds, could carry with it the weight to which the remarks of an able writer* and authority

in Banking are entitled ; when treating upon the prinf:iplgs 'whicf_hl;hénld “gcl);

- ilba an increase to the Capital of a Bank, his observatl.ons are as follows,
iopssesnnin 'iv:mdiiﬁcult to state, in all cases, what proportion a Capital ought to bear to : the
liabilities of a Bank. Perhaps the best criterion we can have is the rate of dividend, provided
t;?at dividend be paid out of the business profits of the Company. W.hen we healt of a Bank pa y-
ing from 15 to 20 per cent dividend, we may be assured that the Capital is too small for the busi-

s. The liabilities of the Bank either in notes or deposits, must. far e:fc;et_ad the Capital, al-
'-:::u.gh the proportion which the Capital of a Bank should bear to jts liabilities,

‘may vary with

different Banks, perhaps we should not go far astray in saying it should never be less than one
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Fort Saint George,

third of its liabiliti
ities ; I woul i }
5 phiocty ' ;its. I;i ;:Ieclude from this comparison all liabilities ex cepti g those risi
: Oem n tem Onfdt ed paoi Pim] ltllotes and dep()sils together, amount to more than three times
P: p La » the Bank should call u apital.”
h amou h dup C Bank hould P more (apltﬂl-

9. Testing
the pres b
1 = ent a - s .
Proprietary body havf R })Ehtcliitlo.n by these principles, we find that the interests of the
together ignored ; no mention whatever has been made of the rate

; ) 3 shewn that th B k o i ( it i yca (.‘d 8 C&doi be “g 8 8¢ j
3 : th i pi ] i an“ lnh‘C‘T};}tﬂ;]. as l( 18 usua“ L n ) in t i l l
N excess Of e SubSCl bed Ca tal 1s fu y one-fifth }f’,&l‘.

10.  As the divi
. e dividend realized i
j ized is :
4 question as that now under disc;lsl? ho‘?eve" an important element in the consideration of such
for the last four years, shews the sion, it should have been mentioned. A statement prepared
A i sinc.e . aver;;g{e lretum to the Shareholders to have been €+50 per cent
g e establishment of ¥
the Bank has been 642
: e 2 per cent per annum,

I1.  Itcannot be o

other Banks in India a:rii(lll t::t t}l-ns 15 an_excessive dividend, looking to the profits realized by
sive that the just expectations of :‘ x(é,ne, It might rather, with fairness, be put forward as conclu-
every exertion has been made ;t‘ harcholders have not been realized. Itis admitted that
and yet because that source wf:((j‘n t‘le Pilrt'ofthe Bank, to extend its circulation,but unsuccessfully
failed, the intervention i GL apital, \.'vlnch depends solely and entirely upon the Public hx;:;
overnTve'rn}: 18 sought t.o compel an increase of tlm‘ subseribed b;pital

b;tuoutdconsu‘ltmg tl_xe interests of the Shareholders. 1t cannot
e :?e that it ha.s fm.led from a want of confidence in the Bank,
eir lm-t the Capital is too small to warrant a largely increased
teniu afuo" of Notes, for the Charter permits an issue tothe ex-
s ;)a a Crorf’ and the returns of the Banks of Bengal and
1 ]y, est.abl,ghmem.s constituted upon the very same princi-
E:ds’di ;::; t;n the one instance, liabilities in the shape of notes
3 o ) \ln'ore‘than twice the amount of the Capital ; in
maxim that “ the greater the Capi nearly twlc.e the amount. It is laid down as a general
e Capital the less the dividend,” the condition of the proprietary

body can
not therefore be ameli
x ' meliorated by such an iner i .
extraordinary Circumstances, not likely {o arixsetm RS e g s A = A

12, The id
the Bank ofMad::ssi(;uf::n? tbehconveyed’ throughout the whole Memorial, appears to be, that
dence to the Public in re ]ati0 a;;e’- s times, such asufficiency of fnds as would give confi-
obtain such assistance an§“ ng t eir operations, that they will be able, when they require it, to
accommodation as the nature or extent of their business may demz,md.

No i i
reason is urged in support of this, except the wants of the Public

13. Itremai
Bank that co::ltit::nt: :}l:: ec‘;::nt(;fs:: wl};e;};,e 4 a}’:y and what peculiar privileges are secured to the
" e "ublie, that “ i P -
rity and usefulness which commercial interestsareq;tir:h’?uld e Bisced g tion. of scqp

14. Tteanh .
15.  The provisions of it » mecent by law to a corporation aggregate, does this.
Hanks its charter place many restructions upon the business usu;lly done by

16. Its e}.ChanU
3 n
Oillng to the tlan'utlolls Of the GOVe"l!I!th ,tself-

b A 2t
he permission to buy and sell Bullion admits of no practical application.

18, The only real privi $
2 privilege enjoyed by tl -
is th f ] y the Bank, that renders it i
" on‘:Pg::: t?r ;‘ssue Px:omlssory N.otes and this issue as has been stalte;c :::.-'r‘:;: l;;o;h: P:bhc’
s la:st eie ;::argmal return in the Memorial shews the maximum amount of Notes Cis:!‘tc (;
increase the isau: re yela:rs. 4 :ave been Rupees 15,70,880, and it is notorious that any attem :u em
su :
Bands, s in the Notes being put out of circulation and returns upon the B,a,nk's
19. It should iy
tained in the Bank's :71:?11!: l"i’;ic‘.'é : = s nferdl I ot
said, the pal » S0 that for working purposes Rupees 12 Lacs i
grounds al; ﬁt:ei:il:!:a“:n:tth:: l:;a:g:;?}‘,ia::edpbil,t’h: important privseege : on :ll':l’l Ilnt::n::;::;:
t ¢ € rublic t . N ¢
© entertain any reasonable expectation that the Bank's c;:;ail:ll?}fifdc&? - baev; el
increased.

Bank of Madras, Notes @ 18tk
April 1836, Rs. 14,78,400

Bankof Bengal, Rs. 2,33,61,485.

Bank of Bombay Rs. 92,10,486.

A
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20. The position of the Bank of Madras is already a sufficiently anomalous one, without
being made more so; by such a proceeding as that contemplated in the Memorial. It presentsa
feature in its returns not to be recognized, 1 believe, in those of any other Joint Stock Bank.
A Subscribed Capital exceeding its liabilities.

21. Ibeg in support of this assertion to solicit attention to the following comparative state-
ment, which exhibits a portion of

4 Deposits, | the Balance sheet of several of the
CPau% lllp Ngtes,land London Joint Stock Banks as closed
< g at 30th June 1854 ; these figures

Notes, &e.
g £ have been extracted from a work
Londonand Westminster.......... 1,000,000| 6,892,470 entitled “ Fenn on the Funds;" the
Union Bank...cccoveeierine canenne. gﬁg,ggg ;,(S)gl,ggz returns of the Banks of Bengal and
int Stock....c.cooeasvenr s L, 00 (4 4 - 2 e

(L;;’f,‘\‘i:,’;‘rcfﬁ"‘nfafﬁ°§}-‘ London....| 800,000 1,265,908 g ‘“]f’hf“f’m ‘he“b}?“:ﬂ:hid
Royal British.....ccooeeeeeeese: 50.00C) . BETSI0] repewm  Ihedact “estabiiiec By
Bank of Australia.................. 900,00C| 5,205,684 this statement requires no comment.
Oriental Bank.....c.cooceieceenne, 942,450] 2,970,345 The Bank of Madras stands alone,
Bank of Bengal.......coocovennieenn. 1,070,000 2,336,14'87'_ as an institution having a Banking
» Bombay ..................... 522,500 921,04‘8l capital, less than its subsecribed

v NISAPHE. .o vopocs s iaimeses 300,000 245000 @ apital.
f the Bank

29, It should be noticed, in taking into consideration the subscribed capital o

of Bombay, that the amount of Government Securities held, on its own account, is Rupees
35,71,000 so that in reality its paid-up capital, immediately available for business. is about one
sixth of its liabilities. This appears to have been the consequence of an appeal made to the Honor-

able Court of Directors in 1852 for permission to modify the terms of the charter. The
Bank had at that time a Banking Capital nearly equal in amount to that noted above, but sought
to reduce its capital from Rupees 52,25,000 to 20 Lacs, the power to issue notes being restricted
from 2 to 1 Crore. The alternative submitted for consideration was an investment in Govern-

ment Securities to a much larger extent than was then held. The Court of Directors in their
despatch of the 19th January, No. 1. of 1853, decline to sanction the reduction of capital, but
observe * it may be necessary that the Bank, with a view to profit on its capital, should hold a

larger quantity of Government paper than it would otherwise do.”

23. I propose briefly to recapitulate the reasons that in my opinion are fairly to be urged
against the proposed extension. That the course pursued by the public is not a legitimate one,
and that the power to compel an increase of the Bank’s capital is not provided by the Charter.
That if such power does exist, its exercise in the present instance would not alleviate the incon-
venience and evil complained of, and would be awrong done to the Shareholders. That the want
of means is attributable to the Public itself, and that the Shareholders have supplied all that could,
on any fair principle, be required from them. That the profit yielded by the Bank has not realized
the just expectation of the proprietary body, and that an increase to the capital would di-
minish the dividend. That the Bank of Madras is already placed in a false position by the public,
and that to increase its subscribed capital would be to render that position a much more anoma-

lous one. That the public can shew no just claim for the interposition of Government, from any

privileges accorded to the Bank of which it can practically avail itself, and that the only one ad-

vanced, viz. the wants of the public, is not sufficient when it militates so entirely against the in-

terest of the Bank proprietor.

24. It has been aptly remarked by a late Writer that « restrictions upon Banking are taxes
» and I cannot conclude these observations without drawing attention to the fact
that the Bank, as now constituted, possesses in itself all the capabilities requisite to render it both
useful and beneficial to the public, but it rests with the Government, and that publie, by assisting
it in its endeavours to put forth its resources freely and unrestrictedly, to enable the Institution to
confer those advantages and to give that support to trade which was contemplated in its original
establishment : aided and upheld by the Government in all reasonable attempts and well founded
expectations of increasing its circulation of notes, and even moderately seconded by the public
in its endeavours thus to create a Banking capital, the Bank of Madras cannot but, in due course,

on the public,

take that position to which it is fairly entitled. .
(Signed) S. D. BIRCH,

Government Director, Bank of iadras,
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If the arguments which
had been based upon the grou
I might have concurred in the
furnish conclusive proof that s
opinion, that there is an abun
suited the holders to lock up
Bank for accommodation,

have been adduced in favor of an increase to the Bank's capital
nds of a want of means to meet the growing requirements of trade,
views of the memorialists, but the transactions of the Bank itself
uch is not the case, and its past experience tends to shew, I am of
dance of capital in the place, ample for all purposes, but that it has

their funds in such a manner as to render them dependant upon the
even under the ordinary fluctuations of trade.

Three-fourths and upwards of the Bank's advances are made upon the security of Government
Bonds and in times of pressure this kind of business increases, and the private discount almost
entirely disappears ; moreover, I think it can be proved that the Funds of the Bank have not been

required by or advanced to the public generally, but to a very small portion of that Public, this is
made sufficiently clear by the annexed statement.

Another fact that impresses strongly upon my mind the absence of a want of capital, i.s that
under any circumstances it is 4 most rare occurrence for the Bank to discount drafts or bills of
exchange upon the other Banks or the leading mercantile houses, that such bills, to a tolerable

amount, are frequently in the market will not be denjed—but very rarely do they find their
way into the Bank, and never to any amount,

This state of things appears to me to prove that there is no lack of means, and therefore no
necessity exists for an increase to the subscribed capital of the Bank.

Neither am I prepared to admit that the Public have any right to expect the Shareholders
should take sucha step as that proposed. '

The terms of the Charter provided for a paid up capital of 30 Lacs of Rupees, which was
considered sufficient guarantee for the issue of Notes to the amount of a crore of Rupees, the
Shareholders were fully entitled to expect that a Banking capital would be created at least eflual
in amount to the subscribed capital, but the records of the institution shew that these expectations
have not been realized, the average of circulation and deposits for the last four years not ;mon.nt-
ing to more than Rupees 22,75,000, leaving, after the provisions of the Charter have been complied
with, an amount available, equal to a little more than half the paid-up capital. Itis in vain to

talk of privileges accorded to the Bank by its Charter, when the two most important ones have
been productive of such trifling results,

The Shareholders have performed their part of the compact, and if the Public are unable, or
have _been prevented by circumstances not within the control of the Bank's management, from
creating such a Banking capital as might have reasonably been expected, the Shareholders cannot

surely be held liable to supply the want of accommodation complained of, by an increase to their
subscribed capital.

Whichever way the

question is decided the Shareholders must be prepared to look for
smaller di_v_idends than the

¥ have lately realized, unless some means can be devised for increasing
the Banking capital ; by restricting their advances to the limit of their present capital they will
probably compel those who have hitherto been their chief customers to keep a larger margin of
available funds, instead of having the greater portion invested in Government Securities as hereto-
fore; they may thus render the Bank liable to competition when the money market is easy, but
with an increase of capital to the extent

proposed they will require to invest a good portion in
Government Securities, or will have suc

. h an amount of funds unemployed, during a great part of
the year, as will most materially reduce their profits,

I should recommend the ado

ption of the former course as being less detrimental to the inte-
rest of the Shareholders and givi

ng the Public no just cause for complaint.

(Signed) S.D. BIRCH.
(True Copy)

(Signed) S.D. BIRCH.
September 1852,

A Al

W
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STATEMENT.
. Parties.
st on L d 5,54,166
1848 January...... SEiname = XLt e S o e
Totdl ... 8—4~ 9,85,671
S 7,24,450
o APEL s T e DR e £ i
Total ... 124 13,60,828
5,30,000
July ... .e BT D 1 o Rt v 44« o
" 1 8,16,450
19 11,04,450
129 5,95,780
Total ... 148 17,00,230
aidy | 6,90,000
s . October ... LoabB... .o ovi ore o - o aee
Total ... 150 17,388,910
A - 7,90,250
1850 January ... Loans... ... .. .o % & 08 106
Total ... 128 16,93,416
B 10,22,950
o Apul . ... LO80s oo s b . 0 e et
Total ... -i_i’:f_) 21,41,391
7
Cost: Credits... .o oov  woe 92(8) g:;g’,ﬁo
ies 32 16,97,587 CH S
theﬁggs i A8 118 10,45,027
W (] 14,14,950
1851 January ... 1,5 rr e et of By b
Total ... 156 24,93,185
i ; 5,562,427
Cost Credita:ic o s g 5T
ies 33 19,67,377 Il—z- —
Partle3235 14,835,563
(Signed) S. D. BIRCH:
that 1 am unable to concur in the views expressed by the President, and assented
I regret

; g : ial 1
b jority of the Board, that it is advisable to invest a portion of the Bank’s capital in
to by a majori Go-

yernment Securities. B niis t e Tk pross
it, undisposed of, the question of an . 2
e e l;: :;fj;) r:tslti"ulxllds alre) insufficient to meet the wants ;il' the (fouvt;hc, :;ds?ct:
e eston sl pending, . proposiin to invest one-thivd of the capital in
this questio ’

rities is brought under discussion.
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I leave the inconsistenc

y of these two propositions,
to each other,

—which appear so diametrically opposed
—for the elucidation of those Directors wh

o have advocated both.

The proposition for an in

. crease of capital I opposed, because I believe the funds of the
Bank, Judiciously managed, to be sufficient to meet ever

y legitimate requirement of trade,
and I do not hold to the opinion that the Bank is bound to provide for every extravagant demand
that may be made upon it for assistance.

Iam adverse to an investment in Government Securities, because I conceive the Bank is

bound to keep its Funds, to the fullest extent available for the accommodation of the public,
and apart from any legal objection that may be taken to such a mode of investment, the difficulty
of realizing at the very time specie. is required, is patent to all who have been connected with the
management of the Institution,

This is not the first occasion on which the Bank has had a temporary superabundance of
Funds. In September 1846, the investments were down to Rupees 23,07,040. In November
1847, they were as low as Rupees 21,62,808, the specie was then Rupees 35,70,877, and in Decem-

ber following was as high as Rupees 36,25,527,—the very plan that is now proposed appears to
have been adopted in 1848,

and the Pank was a holder for the years 48—-49-50 of Government
Securities to the amount of ab

out 5 lacs of Rupees,the embarrassments resulting from this measure,
and the re-sales that were ‘ere long compelled are matters of record.

Many causes have operated to produce our present condition, but among the chief have been
the great influx of specie

»and the abundance of capital available both here and at home, the
late restrictions placed (wisely I am of opinion) on the business of the Bank have been urged. as
another cause, but I should conceive the two former ones alluded to, have prevented our testing
the results likely to arise fro Already it would appear a reaction has taken place

m the latter, .
in the Home Money Market, and doubtless the effect of this will become visible here ‘ere long.

Had the inability to find
been a matter of some duration,
Government Securities, of such
mands of the Public.
this position, but Jacts
have been times,

means for the employment of a fair portion of the Bank's fum.is
this might be urged as a pretext for a permanent investment in
an amount as experience had shewn to be in excess of the de-
I'admit that figures are set forth in goodly array to endeavour to sustain
have more weight with me, and 1 believe it cannot be denied that there
when even at the exorbitant rates of interest and discount which ruled, the
whole assets of the Bank have been insafficient to meet the requirements of the Public. I do
not argue that the Bank was bound to meet these to their fullest extent, but I maintain that it
tends to prove that the whole of its fund should be kept available for the purposes of legitimate

Banking and that unless this is done the Public have a fair right of complaint against the manage-
ment in times of pressure.

If there was a ready market for Government Securities in this place, the objection to a tem-
porary investment in such would not be entitled to so

much considerati
shewn that sales beyond a very trifling amount cannot be effected, except
kind of investment to anothe

r, and the disposal of its Securities does not
Bank a better position.

on; but experience has
by a transfer from one
necessarily ensure the

I have merely to add that if the question is carried in favour of an investment in Govern-
ment Securities, I shall consider it my duty to report the matter for the information of Govern-
ment, not, I trust my colleagues will believe me, with a view to render them in any way obnoxious
to remark, but merely to shield myself from a repetition of such grave censure as has of late
been so unsparingly dealt out by Government to its nominees, should the measure be attended
with the unfavorable results which I conceive will inevitably ensue from such a proceeding,

(Signed) S. D. BIRCH.
19th March 1853,

(True Copy.)
(Signed) S. D. BIRCH.
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MemoraNDUM shewing the amount ¢
to the weekly Returns furnish

Specie lying unemployed in the Bank of lyladras, accordigg
ed to Government for the years 1852-53-54-55-56.
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” ” 27th 2 22,41,901/11| &
” ” 3d Aprll 23, 4‘0,853 al €
» ” 10th ” 24‘,05’430 14! €
o 1T e 2941841/ 1| &
'[_-” T} 24‘th M!! 21,98’4.73 7 1]
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Sl MO g 28,66.299, 111 9
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1853 (conti )
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Fort Saint G ,
eor, - :
orge, Financial Consultationy 2nd June 1851.
W. E. UNDERWOOD, Esg., Government Director

Chief Secretary to Government, dated 16th

No. 8.  Read the following letter from
Bank of Madras; to T. PYCROFT, Esq.,

1855 (continued.) i

week ending 1252? September > 13 18 014'{ tl o

BT Gk o e e sl 1485605 810 May 1856.

Bt - SOOI B L e

e = lé:g el os . - T 16,60,233 l{} (O) SIR, : . :

3 : ooth " 17,53,664 §(10 Para: 1. Ata Public Meeting held at Madras of the mercantxle' and tl:admg commum.ty, a
£ 4 27th :: BB A iee ner Leniln SRODA0T 81D Memorial was agreed to be addressed to the Supreme Government, which having been transmitted
” i 3d NO*emberm,_,m 16,36,360, 2|10 through the Madras Government, the Right Honorable the Governor in Council has been pleased,
:: :: :(‘3:;: 4 ég:gg,g 1 gi g g befor: passing orders upon it, to forwa.lzd it to the Government Directors, who will severally give
. % 24th :: 21,34:752 7111 their opinion upon the proposed extension.

: ” éi}tl Decemi)er.-....m...m...m...m ?é,gi,gég 2 8 9. Itis not my intention to enter into an examination of the Statements in the ‘memoria],

» : iy 20:54,2:; 15 g but fully impressed with the propriety of its p;?yer,l p.roceed fo advert to the more prominent facts

oy R2d ol P SR 21,-in656 3| 1 which in my mind,not only call for, but render imperative, an increase to the Capital of the Madras
SR 1856, e e | e ...|-..not received apparently. Bank, which the Bank is BoUND t0 provxdg. v

» ng | 2:}}]‘ January .. . | 1837.906/11]10 : : 3. The issue of 2 Prospectus detailing the business an institution proposes to transact, its

e :: ok - ¥ BT I M S e 15:17: 4-6!;: 10| 7 Capital being subseribed on the conditions set forth, and a Charter of Incorporation granted to

” » 26th ,,’, e e e e 14,33,059] 5110 carry on its transactions, is bound to fulfil the guarantee offered on its Institt.nion. Ishal.l proceed

- g dh Petilicy }i,l;,g;g ;, :) to show, on this ground, that the Bank of Madras is boundby its contract with the public and the
:: :: 1 6:}1 » 14:(‘33:86;5 O |Ei shareholders to increase its capital.

T 934 :: }:7’5,;8,"{97 1l 5 4. The Government Bank (having the Treasury as an unfailing resou'rc.e) granted unlimited
» ” é:}t) Maehi . =8 el ideic 7 ]7,7{75,%% lé 2 accommodation, and if it be true,as was stated, that the Madras Bank was originated from the want
:: :: 15th 8 18:9 !.’007 (‘; é of mercantile knowledge, and credit,consequent upon whichaccommodation was occasionallyrefused
e 2 o0tk :: el oA e s e naal 1 7485.586 41 7 to certain parties, it must be prominently borne in mind, that this was not ?ccasmned BY THE
i quliae T TS e O g R R e 17,12,953| & & WANT OF FUNDS. The resources of the Bank of Madras, compared With those <.>f the late
» - ]gtlh April... ... }g’?g’z% lf l} Government Bank, affords the memorial to the Government of Ind.ia, 1 ap]zr(.ahend, an irresistable
:: ” 19:}: T R e S L 17,’99’0%34. 19| 4 argument in its favor, inasmuch as the Bank of Madras has, in lien of gljrmg largf!r accommo-
z :: R 18,()7:002‘ 0f ¢ dation and inereased facilities to trade, by its small capital exercised a detrimental influence.
v o W gl BERE et i b fl;(f;f{;g( gt & 5. Ata Public Meeting held at Madras The Sheriffin the Chair, a Pros-
:: :: l7:h M ISR s e PR A 'i«";:ﬁsjm lé 0 pectus was read and resolutions adopted to form a Committee to carry out the _principles enunci-
: - 23d :: ;2‘3 1,60¢| 2 1 ated, and eventually the Madras Bank was constituted under Act IX of 1843.
2 . ~"»"9,P .r L o g
. 3';% Junie 21,(;3,.“;?(-)3 13 ;Z 6. The present Bank was established consequent upon “ the limited facilities which are
"o R Rt S Rt e o 34,02211{ 1111 « afforded to the Public of Madras by the existing Government Bank at this place.” It was
»w o o» TR SNy e ST 3‘7"‘35»81(‘ 811 observed of the Government Bank that it is managed under ¢ arbitary and confused rules,” con-
n o » 223: . 295(1;42"2' fl) 5 ducted by covenanted officers, controlled by the Home Authorities, and that it is not to be
AT 12th Bt o A el 90 TR R g « wondered at, that the Commerce of Madras fails to present those features of vigor and activity
D i : hbet AP ERE G i 31,09,502{ 18| 7 « which the working of aliberal and well conducted Banking Establishment should have afforded.
» - 2th 32,833,59(2 12| 5 « Tt was contemplated that the proposed Bank would remedy these defects, and exercise a bene-
:9 ” g?h August 3&:.88,22(4 2 ? « ficial influence upon trade."
o T i e SRR T tfully submit the fulfilment of th ditions is imperative. If the capital of

234 R wn ey Y e e el - 886800 9 ] 7. 1 respectfully submit the Tu men. (.). ese conditions 1s 1mp(.=.ra 1ve. e capital o
e 2 30th ” 38,55,72¢| 5 1 the Bank of Madras has granted these facilities to Trade, the Memorialists have o case ; if it
:: :: s Sep,l:,emb'e” SRR S | e e has not, the alternative is that its capital must be inqreas,ed., The Bank lies under an obligation it
e cou ) Bt o R ites B 39,76,1011 11! ( has voluntarily undertaken and from which it cannot withdraw, and this is manifest if we con-
» o e e At S gg’gz’géi 3 5 sider it superceded an Institution which granted unlimited accommodation, and that when the Bank
i Fth iR e o [ SUEMES l; ; undertook to give increased facilities, its practice cannot be permitted to be the antipodes
: = 1?:2 October i/ wetiee ws o 4‘0:4‘1:00.‘{ 2 5 \ to its professions. It must fulfil them by an increase to its capital.
” » ” S n - o R T TR TR T B G A p ) - : N :
woo» 18th 46,4.‘;:(139: ,g b 8. The proceedings of the Bank from year to year, proves that it commenced and continued
:: ” 2.15;? e e s i RO 45,12,717| 5 5 jts business with an insufficient capital. The supply has not been and isnotequal to the demand.
. :: e Uiz Y RS ECET e R, 43,80,337| & & The prayer of the memorial appears just, inasmuch as it calls on the Bank to make good its pro-
A - iy :: gg,;g,fégi ? 0 fessions, and to fulfil the objects for which, and on which ground alone, it was constituted.

22d ,59, 2 .

‘ : :: 268 :: see PEBSIE Th L Nil wes o] BESEESEITSL 9. An increase to the capital cannot be granted without the consent of the Governor General
-7 G- Disotkabier e g ) o 4’2»21’625 6 4 « in Council, this is now sought to be obtained. I therefore offer the following observations to de-
2Ty 183¢hi': 5 ?;0'?7r8~£ 5 0 monstrate that the coprurrence in the prayer of the memorial by that high authority is an emergent
»” 3 20th 9945150- 4110 ;

— ” SR T S RN ol TR 39’4‘9’}2(J 12 5‘ necessity.

——
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orialto the Supreme Government laid before  bef,
0

10+
the Directors of the Bank he shareholders of the Bank laid

re the Directors of the Bank, a proposal®

for an increase of capital, and among other

2 drguments used the following:

:‘ past,
* purposes for which that Ban

“: t;iment to the Shareholder
the great benefit of the co

That you :
T memorialists i
that the amo are impressed with a icti
unt of the g ; conviction, from the e -
ksubsc'nbed capital of the Bank ’of Mad“.isxipen.em:i]{i of some years
was Instituted bt 3 8 s Insufficient for the
» and that it might be increased, not only withous 3

s, but probably wi
g y with perm
mmunity at large,” permanent advantages to them, and certainly to

. tablishment of the Bank, the trade of
I consequence, a growing demand for

strated by the following § i
- .
nually increased. i

which i ]
ments of the Bank ha:ep::e]:x); :llrlru

‘ Average of 1848, 1840
0« o . 1850
Rupees 31,627 —_— : 1851.
102,788, 31,28,4438. 33 56—_;
“ The Bank has )% 36,93,893."
“accommodation.” e und itself in the position of denying to the publ
the public, all and any

iou me y
T moria ot O b tt t our w1 this Stdte oi tl‘ulgs to be

“tution; and, a5 §J
“
the repeated and

@

caused by the wan
3 ) N t

¢ Permanent prosperity of the Bank to be

B idency.”

; our memorialists

* placed i .
P upon a wider an

therefore, as §
P hareholders of the Bank, pray that the instiruf:
of 20 lakhs of Rupees, e institution may be

d more secure bas;
- 15, by an extensi
; g nsion of ital S
¢ N terms of Section 14 of the Act of Incorpﬁlnitif)al)f'tul e
. The Directors i 9
i at thi
xl:xercalx:ule experience. The 8 Pf’rl?d numberedamong their body, men of tal
ave been verifi i \ . e .
e ified by the facts quoted in the Memori i
those Directors, If the Sharehold, ill emorial, which contains a rejte

12. Ihe Ba.“k oi b{adlaﬂ co“ll"e
gl‘levous erlol, it llerSted 31 Lacs
'y

the face of a proclamation « yat once plunging into a

. pital, in the Funds,—this in
This err

80 its results demonstrate
S .In 1845, the funded Property was reduce do; W:ls palpable, that it was
i even and a half Lacs.
funded property. severe monetary Pressure occurred, o s a a
h met a ﬁn’thr “le of d
e

() L

15. Thus t :
he Bank at its outset invested its whole eapital ia'ch
Report to Sha obliged to part with 1tal in the funds,
P reholders, 1848, entire loss the lDir:z::.Z :lt::tew;o:,,
ave been One Lac Thi
irteen

Thousand Ry
pees. This
taken from their l'eport.u 18 apparent from the annexeq table

In four years it was
ata most serious loss. The
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Fort Saint George, Financt

IR S
Resale of Government Contingent .
Bonds, balance of  |Charges con- Total. - Written off.
\ nected there-
Gain. | Loss. | - with. |
Rs. (A.P. Rs. |A.P. Rs sA.tP. Rs. A P. Ks. A Pd'
: 5. 4,018 4/ 5 0| 0, 039,850 2 3\ 35,801/13 10/ 12,000 0
t%)l;:irll)(recember igﬁf& 0 0 043033 5‘.11l 16,232/15 2| 59,266 5 1 3623215 2
-] { ! ! e L 4) 54 14.989
During 1847. 0, 0 0'1 13,1(}01—(—)‘_(_)) 5,054 ij‘ 18,1 )4!_—9'!_4I M'JS‘)%EL}.
————,_—_\ | ! ! | g -
Total ...... 4,048 4 5 56.138 511 61.137110 911322212 811322212 8

uring the pressure of 1846 and 1847, prove that it

In 1846 it was saved from stopping payment by the
tituents, its cash being drawn down to five® Lacs
ding of the merchants of Madras on this occasion,
hich reveal the honorable principles upon which
is conducted. The absence of speculation. No mercantile firm experienced finan-

¢ from the stoppage of all sources of supply. Connected as I have been with
e 1831, I trust, I may be permitted to bear my humble

and upon which all their transactions are and

16. The transactions of the Bank d
had not a sufficiency of Banking Capital.
forbearance of its cons
eight thousand. The procee

¢ Fnclosure A.
is one of those occurrences W

their business
cial embarrassmen :
the mercantile community of Madras sinc

testimony to the principle which actuates them,

have been based. :
17. 1In the following year, the specie was reduced to six Lacs forty thousand. In 1850, to

seven Lacs. In 1851, five Lacs and a half, and
1852, to eight Lacs. In the year 1846,* all
business ceased, no money could be obtained on
security of any description, Government bills drawn
by the Honorable the Court of Directors ¥ on the
Treasury, were refused discount, as well as dis-
counts on private bills. I apprehend these facts

ble evidence of an insufficiency of capital, for,in ordinary pariance, the resources of

are irrefraga
Bank were exhausted, accommodation was not to be had upon any terms, not even where the

rity proferred was undeniable and negociable.

* From 2ith January. to-16th March.

+ Note.—Government can refer to the Mins.

of Cons. and the Despatch to the Hono-
rable Court on this subject.

secu
18. The transactions of more recent dates exhibit the same features, though the Bank Direc-

tors, taught by experience in the monetary pressure of 1855 and 1856, managed the Bank’s affairs
: They kept in reserve specie to meet all liabilities.

in order to obtain a just appreciation of the necessity of an increase
the Bank during these two last years should be

with caution and discretion.

19. It is very important,
to the capital of the Bank, that the working of
investigated.

90. The President was Mr. Nelson ; his being elected to fill that office on #wo consecutive
occasions, when by law his tenure of office had expired, is a better comment upon his qualifica-
tion to fill this important office, than any other testimony, inasmuch as it is unprecedented.

21. On the 30th January, the demands on the
rates of dividend Bank for accommodation induced the Directors to
raise * the rates of interest. The Secretary has,
ordinarily, authority to issue a Lac of Rupees on a
loan or cash credit. On this occasion, irrespec-
tive of the raising of the rates, the powers of the
Secretary were restricted to the grant of Rupees 25,000, the specie being 15,19,376. These res-
s were removed on the 22nd February, the specie being 14,13,185. On the 15th March
and fixed at Rupees 10,000! The Specie being 17,01,355. These con-
tinued until the 15th May, the specie on that date 15,43,081. On the 21st June, the restrictions
precluded an advance exceeding 5,000 Rupees, and even this amount was only to be afforded “to
the regular customers of the Bank”, the public at large being refused accommodation. Discounts
on private bills were limited to this amount, and ¢ to the regular customers of the Bank.” The
Specie then was 17,73,124. This state of affairs continued until the 16th October, when the
restrictions were withdrawn. The specie being 11,94,383. On the 8th January 1856, restrictions

Enclosure D. exhibits the
and of interest charged by the Bank.

* Enclosure B.

triction
restrictions were reimposed

¢

-
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were again imposed, and 50,000 Rupees was the limit assigned, specie 18,34,177. On the 2nd

February, the advances were restricted to' Rupees 5,000, this amount to be given only “to the
regular customers of the Bank i

the specie was on this date Rupees 14,77,833. The restrictions
were finally withdrawn on the 26th February last, the specie being 12,76,681.
29

R2. It would occupy too much time to enter into an investigation of these facts, and to
compare the investments® year by year, butthe Statement C. may

be compared with these above facts. I solicit particular attention to the cir-/
Cumstance that when the Bank refused advances on funded property to an
amount exceeding Rupees 5,000, and this sum only to constituents, in 1855 and 1856, trade
was ﬂourishing, and advances were solicited upon undeniable security for legitimate purposes.
The Bank at this time, from the state of its funds, could give no further accommodation than
Rupees 5,000, even to the regular customers of the Bank. In these years the investments were,
in 1854,—36,45,740, and in 1855,—45,63,761. The dividends received by the

* Enclosure D, proprietors in the latter portion of 1856, was 10} per cent, which, in the current
half year promises to be 14 per cent.

* Enclosure C.

These facts may significantly account
for the public meetings being called by mer-
* Enclosure: R,

chants and tradesmen to obtain an increase to
Erhibiting the

Import of Treasure into Fort the capital® of the Bank. The Bank, unable
Saint George increasing to an amount,

Sup- to meet the wants of trade, was dividing a

ply greater than its Capital. dividend of 10} + per cent. on its capital at

t See Enclosure: D, the expense of jts constituents, to whom ac-

commodation was refused for advances on the

security of Government Paper, on sums exceeding Rupees 5,000. This sum is of no value to a

Merchant ! Statement C. shews that the minimum amount of investment in 1856 was equal to the

Mmazimum investment from 1843 to 1849, both inclusive, and excepting the years 1851 and

1852, equal to the maximum of all the nine years included in the statement. The capital of

the Bank of Madras offered to the trading community, exporting 274 Lacs per annum, 5,000
Rupees each ! 11 to carry on their Trade.

23. Statement* F. is a significant commentary on these facts. The depreciation of Govern-

ment Securities speak audibly that the interests
* Enclosure F., of Government are indentical with those of the

public, inasmuch as when the sources of supply
to the merchant fails, Government Securities

become rapidly depreciated. The state has as
direct an interest in th

capital of the Bank.

24. 1 cannot occupy the time of
desire shortly, deﬁnitely,
demonstrative of the insu

Government with arguments on this point. !t has bf:en ::g
¥ to put forward for consideration, facts illustrative

flicient capital of the Bank, to meet in any degree the legitimate require-
ments of trade, consequently the necessity, and that emergent, for an increase to the capital.

25. If the Supreme Government
charter, the Shareholders wi)

par, after which the
shares,

will grant the increase, according to the terms of the
1 have twelve months during which they may take the shares at
public generally wil] have the o
The division of a dividend of 10 per cent. in the last half year by the Shareholders, and
the expectation of a dividend of 14 per

ion to continue. It is at th

is identical period, denied to
a sufficient extent, and at times refused alt

ogether, money becomes dear, The Bank i

consequent upon the limited capital, wh
cut off. In the midst of pros
nearly exhausted
as a means by which money can b

ble. Moreover its circulation is diminished
the evil, and the supply of funds to trade is
prominently forward, the Bank’s coffers are
vaiue than waste paper,

ich increases
perity, adversity stands
;i and funded property is of no more
e raised ; and if I haye failed to prove

i it
o S -
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o i t necessity ; the Bank Prospectt_ls
the increase of the capitz?.: .(; f::;%:ﬁ:tffm%ﬁi:tzg ef’:g;?t?:s which :13; afforded to th: public
Jengliots :,rgltll[:;e;itkllS:I‘ING Government Bank at this place.

« of Madras by * : * /
Y ; * * * *
»
#

ree of

it i ndered at that the comme

bt shara S 5 0 no't Fo e l::h the working of a liberal and

s e 1 :nt Fhose tea arllld “t“’;y (;:;d » s it not reasonable that the
: i ve afforded. S

FRIp At o I blishment should ha

i ; 2 iously press the prayer
 well conducted Banking esta ity should, under these circumstances, anxiously p
: un
2 d trading comm
mercantile an

1 th S 1 n "l the GOVernment Of India‘

of the memor a “])( m e con idet‘atlo .

: take the llbel‘t to enclos : a : [ Wl‘ ote ()Ilthe
increas tl()" l)l“ to

vocac ()' an increase Of ca’ 1ta‘ 18 l'lOt a !‘ecent ldea'

dated 9th September 1852. prove

i is 1 rent
Capital is admitted by the Directors not to be sufficient, this is appa
king Capital 1s
27. The Ban

i S
from the correspondence noted in t};,e gargl:fx,
i sals to increase the Banking
these contain propo ; ' i
i i to the circulation.
tal by an increase { : :
C:vzlre som’; influential parties consider thl? would
aot supply a sufficient increase to the Capital, an(:
; i ument
to the prayer of the memorial. However speclo[t:stthe t::ible l;n
- i ini itimate but un uns
f snda.tion more substantial than c?pmu_m; l;f e
LN it Out: ter into any argument on this point.
en
by facts. 1 do no
supported

3 n has m-
to (I n)()ns“'ﬂ,'l()" on ea(:]l evelal occasion tllat m times Of pleSSUIe d]e c“(:llla'l()
& S ]

Vi i > lthou h
i péd .y ac L

: R ;
increase to the circulation mcrez»zsf;et ,t

an . 3
nvenience to the public, and a pro

co

* l) ¢ ot ]cn()u)n 1 rs 7 'n‘
es n y he lette § j‘e to an @
ales . efer :

crease O_ft’le ci1 Culation t]n Ough t’le as.s‘lst-

ent.
ance of Governm

they are consequently oppo

i i ital, is a2 decided
T sperity, the Banking Capital, .
":}:lm;;a::ipir: tipr:esty of pressure it is a source of m;mety(i
4 : itti i icite
hed with scrupulous care. But admitting that th; ct;n(;:sz:)}r’xs :;e:l 54
’ nd,
and requires to be watc emvtve d without restriction, it would not', I appl:r: 2 AR i
from Govemmer;:: were. gr of Banking Capital demanded by the 1ncre:.}sle Cir(:nlaﬁon At g
G i fi an increase to the "
degree provi A ventually be derived from : s
Whatever benefit ?;%]:: ?mperatively required and urgently demanded, is a supply
hereas w
gradual, w

o i of trade for 10 years, the one exhibit-
RiEmn Smen::nt;* ;}:Wt::é:: ea:xtgt; years subsequent to the Establishmex;t of

ing b Tl“;} ; la:'ter the last 5 years. I leave them to speak for themse ve:.f

* Enclosure H. 'tl}‘ll? Baflk:mtai average, an increase annually in the las}: f;:lve ye:.nil (:; fhta;::he

i i ize, compared with the perio

Rupees per annum in the Export Trade in merc]};::i‘zs; : e::a L e be ey
that for the last 5 years providence has sh_ut up
‘the heavens, and the ordinary fall of rain in
various places has been withheld, and conse-

* Enclosure L.

* Rice. quently dried up the resources of trallde. fthnt
Indigo. the increase will be if the blessing of rain
Sugar.

is given universally, combined w-ith tthel!) works
i een.
Sebiatonens T 1 d erected and under erection, remains to be s .
- thearticles note o
Ak gt W E-”PO"“:{; c:;;ared with These statements* of Exportshrefer t.(; tlll; b::n:e
i = et 200 established is dency of Madras. It must, . oweveh, A
Sy kg [l Bhet o2 in mind, that the great bulk, if not t & whole 9
pee - the capital employed in the provinces is supphed
d among other remarkable circum-
: tatements speak volumes, an' : ' |
i Pl:eflde“CY}'l 3;]1‘::'){' tshe Elxport of the articles noted in the margin,* each exceed in value
i eXhlglt ti}::lttofethe Bank ! !! These facts require no comment,
the present Cap
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29. Further,

e T T

itis im i i
portant to bear in mind that the Railway, and other internal means of

communicati &
munication now in progress or contemplation
’

combined with extensive wo irricati
T rks for 1rr1gat1ns

followed 1
d by results analagous to those in other countries, by devaloping ne\;

€llt€lpl’izes and i ."" existing resources, each aIvinge an ¥ pet\h to 1]8.( e, a \(l leq“"‘ n
Sy Stlmulatl isti sou ivi n
i b l 1 i S l i 1 i
(=] -1 ’ ] -] ’ g

increased Banking faciliti
g facilities. The large funds of Native Bankers are used in other branches

of business.

The Bazaar a 1 | v
ﬁ'ords no assistance
G . he late Gov ernment Bank drew into its ortex

applicants for advances on Government securities for trading pufposes through a long series
of years. This establishment formed the source of the monetary supply to trade. The Govern-
Tnent Bank on its dissolution handed over to the Madras Bank its constituents and its business as
it slr-Jod! Thta system was continued and is continued unchanged. Other Banks have been set
up m' the city, being merely Branch Banks, and dependent on the instructions of the parent
establishment, they in no degree affect the Madras Bank, and afford very limited accommodation
.10 .the trading community. The Bank of Madras is the great feeder of trade, and the specie
n its cof?'ers is the pivot upon which the other Banking Establishments, Mercantile Houses, and
Traders in general, European and Native, depend. It is by no means desirable to turnthe channel
of supply by inducing other capitalists to enter' the market, to enable the Bank of Madras to
furnish the advances required, and to fulfil its obligation. As trade increases, the capital of the
Bank must necessarily belikewise increased in proportion, the more especially as this was the
St it:on:ition on 'w}'ﬁCh it waar incorporated.* The same authority which created
- it should, as it is authorized to do so, make the Proprietors of the Bank

provide a sufficient capital, and not permit the Bank to check the demand

for money and raise the rates of interest to famine prices, at the very period when accommodation
should be accorded. In lieu of this the Bank brings its small capital to bear with disadvantage

on Trad : £ 2
ade, stops its supply, interferes with legitimate business, and at the same time and from the

same cause hampers p 3
pers trade, while Government securities are depreciated; and not only so, but are

no better,
T, as before stated, than waste paper as a source from whence the demand for m aney may

b . 4 e 1Y » .
e supplied. The limited capital of the Bank is an incubus that is insupportable, for its Share-

holders are receiving laroe dividend |
ving
= ] s Wt s at the €xXpense of pnrties to whom accommodation which
1

cannot . 3
nnot be called accommodation, is refused. The diminution of the Bank's profits is the only

ground upon whieh objection can be tak §
< €n to increase the capital, by diminishi o xd
of the shareholders. ¥ ing the dividends

30.  On this point I would observe that six and a half percent isgenerally I believe considered

by most Mercantile men in Madras as the legitimate ‘return the Bank should t i
expect for

its capital employed. Table D. proves that on an average of (13) thirteen years the Bank h
ank has

received seven. The average rates in the last column afford reasonable expectation, a dividend of
) widend of

6% would, on an average of years, be realized on the increased Capital, and more, 1 apprehend
: ’ rehend, as

. e e e —
R A L T . s o 3 - e : — -

A S e A

R e s
m-~-.-m~ww.m-ﬁw.ww R

Fort Saint George, Financial Consultation, 2nd June 1357,

MWWWW’M”

e,

NI Y
the circulation increased. That means will be adopted to effect this is certain, either at the present
‘ te period. The increase of trade, and the growing desire, amounting to

or at some not very remo
tal from place to place in the Provinces, will make the

a necessity, for facilities of transporting capi

Notes of the Bank more sought after asa means
as before observed, this will be a work of time, and in my mind

to the end, thisfrom time to time will increase the,

circulation in the interior, but,

greatly dependent upon the increase o
éonﬁdence in its resources. The Bank will rise in the estimation of and be more appreciated by

the public, and these and other causes combined will tend to an increase of its circulation, which
once fairly commenced will gradually but certainly progress.

ent in England and in India, gives cause for un-

f Capital and an increase of constituents, and increased

31. The monetary pressure now appar
gns which induce hope, it possibly may not pass away without

easiness, for although there are si
Bengal. There are reasons for anxiety even in Madras.

a financial crisis in India, commencing in

The depreciatian of Company’s paper is conclusive evidence of pressure n the money market, as
also the rates of the Banks at the three Presidencies, want of capital must necessarily increase
that pressure in Madras, and the existi
nerease the capital of the Bank of Madras. This having been delayed

d trading community, and elicited from them the

ng danger. It is matter of regret that means were not taken

at a much earlier period to i
has at length aroused the mercantile an
It is temperate in its tone, thoug

and burthensome restrictions.

al now before Government. h those who are parties to it

memori
feel themselves suffering under-intolerable
Government will do well to consider whether it will, if the exten-
the new shares. Upon this point, I do not take
the liberty to offer an opinion. It is now ad-
« « That this Meetingis of opinion, that pesides mitted in England, and the principle is univer-
« there being a Board of Directors once a  sally adopted, that the Directors of all Companies
« week, it should be the duty of one Member should be paid Officers. Ata Meeting* of the
« of the Board to attend at the Bank for two Shareholders holden in London on the 22nd May
« hours at least (if necessary) every day, and 1852, this principle was palpably avowed,
“ they recommend to the Sharcholders in and suggested to the Directors of the Bank of
« India, that a sum of Rupees 45 (forty-five) Madras for adoption, laid before a General
« should be divided every Board Day, amongst Meeting of Proprietors, and agreed to when a di-
« the Directors who attend the Board, to the vidend of 6 per cent should have been paid for
« gxelusion of those, whodo not attend and two years. 1 donot shrink from the task of

32. Among other matters,

sion of Capital is agreed &rtake its proportion of

« that the Director whose duty it may be to urging this on the attention of Government,
« gitend daily at the Bank, should be paid and through that authority, if my humble re-

« Rupees 10 (ten) for every attendance.” presentation may find advocacy, on the Govern-

; ment of India. I am a Dircctor of the Bank of

Madras, but no great public principle can depend upon individual sentiments or interests. I do
not therefore scruple on that ground to notice that as the whole mercantile body of England are
and invariably adopt the principle, it is deserving the consideration of

It has been proposed, tried, tested and finally resolved itself into an

unanimous on the subject,

the Government of India.
axiom. An irresponsible and unpaid agency is among all commercial men in England, repudiated

ander no efficient control, and in the end gratuitous labor is found to be

as bad in principle,
t is the most expensive description of agency, for it invariably leaves

the least effectual, while i
much profitable business unattended to which would yield a remunerative return.
(Signed) W. E. UNDERWOOD,
Government Director, Bank of Madras.




A A P,
R A A AT AN AP PP

A A i >
A P s

Fort Saint George, Financial ¢

.

Fort Saint George, Financial

PR

Consultation, 2nd June 1857.

L —

- —

Actountant.

(Sighed) J. S. SPENCE,

- Z
i onsultation, 2nd June 1857. 4
ARARERRs e s SRR e UL SRR < 'SsouISnq 99RR  o 1?- g ® % 3 ® @ 2 B & | =
™ t"i ~39x% U0 3onpoad UG A8 LD - Br 0 3D (i ey (0 B0 . & | B
: 3 ET - ad ajey
StATEMEN ] ‘. - Bkt
ENT for Mr. Underwood. f*’ T SRR W PR TS R
. iy 1 oferoays B © 1~ o W © ® el e | e
Date on which restrictions were ; Date hich icti | i '
ere imposed on busi- s on which restrictions were removed and| % o e o o o0 e
ness, and amount of Specie in the Bpanks Cl:)ﬁ':::;- I?\w?“ amount to which Specie had fallen in| 'E 3 ""’91'\I=co R L B w-uo??sgulm w
the interval. £ :’é | -wod  Surpnjouy
1846 J ‘ | " | § 5 FE & o zmgs ¥
anuary 224, 5,25,002 1846 March  16th 5,08,178|, <
4. o ARE RN s . s IO, 2 0 . e ¥ Y YRRy e s il
1850 Moer™™? o 10,99,910 1847 June  23d. « 640,373[0" = 3.0 e S o ¢ e
1851 J fth. 10,05,164 1850 May 28th. 7,05,434] o G A B R (O e ety D D © oo
S:;:;;{)e 36::: 7,47,730 1851 March  4th, 5,52,563| 2 | -
: ” r x 9’2:—’9 9 52 ) X p: — e = - - T e e el =
1855 January  30th, 15,19,376 1855 ;La;::aw oo 1413185 - " Bl e BN IRER
S - 1o 1701335 » May  I5th. 15,43,081 &l g BT Rl T R s
= ~ 15t ! 7,73,124 5 Oectober 16th, 11,94,383} ; ;‘_g 55
1836 January __ 8th. 18,34,177 1856 February 26th. 12,76,681} ‘g 5| A oBuvy 3% ¥R e B Ll
——— - (=]
2 g o B 8 0 v oo o~ 0w ® O
e =
3. E -,_ A ues M e O ;w
= = e o M3 20 P T2 o8 & =
STATEMENT for Mr. Underwood. o E AT T
478 =S IR B PR -z s : R P
3T ol i o trPRE. | EE B | e T S St
s |53¢| F38 | Fiolaa | s : e Bl BT Tplie ¥ O v No e
2B 5T Ry £d-1%E §- - Z 2
T 3’*-2 258 == E'%' ;-53 ? = I"uvawl.o L B RR. i e, e . e |
ggﬁ S§§ SER ME B0 :‘é” | He pg i = kATl =R o @ @ SR
g5 |Hag| 845 | .3 |[zug| ®id R -
.,'g.n é_’é‘e&' °_§§‘E) g,_o] c£.§ $ R 4 = E ‘afuey| » T 8 88 B e 3 ¥
a - hs - I 2 = g— o o e O T g Ly e B
[ Rupees. Rufeea. Rupees. L © el
1855 Jany. 30th.] 25,000(No further 8 per cent.|15,19,376190 per cent.|All restrictions re- . £ magdg g = g = § 2 83 5 8 8 3 2
restriction | moved on 22d Feby. = @R IR 2 =R BRI N
ool g - inpessl 1855. A £
» daarc . 3 0, 1 o 17,01,855/85. - ,, Do. on 15th May 1855. DRl Ty o el bl AR CE BIL nd ok adsorhe B ol T
*, June 2Ist| 50000 Do. |9 ., (177312487 .  |Do.on 16th Oct , . 2 PR SO R AR R R R ECR R R R
1856 Jany. 8th. 50000} 5000 10 . 183417780 26th Feb. 185 &0 g g ®
» FebY- L e ' 12 + '14‘.77,83380 P }D0.0‘II bl 806.» ‘E e ‘.-To:-m-lm-dm—«lm—clm i ) im g
. : NOOCOCOOOOVVVOBNCOOMHIIVVWDS
* Advances restricted on these dates to the regular Customers of the Bank. = ’i ............... e s
: : ' & sfefuS b S ESR SRS RERERSRERER
=) : >
= BBl BoE B Rop S bededold tol
- AN -
MemoRANDUM of Business Investments. w| A g gg§§§g§§§§§§§°§2§§§2§8§2§ 5
D ] LY
- : Qinaa-’s’naé’aaaﬁééiﬁnﬁ.-’13»35.20
Maximum. | Minimum. = o R A L roh IR RN
1813 | 24,19,199 16,89,55¢
1844 | 85,09,405] 17,17,50¢
1845 | 34,61,8861 29,7121
1846 | 87,809,417 2383191,
1847 | 38,29,730| 21,67,042
1848 | 33,55,117 2648770
1849 | 85,59,66( 25,84,691
1850 { 38,90,116 29,70,107
1851 43,27,9650  31,09,143
1852 | 42,69,19:| 9373773
1853 | 3246471 2285668
1854 | 36,45,740 26,79,85
1855 | 4563761 8647 105




¢ -

Fort Saint George, Financial Consultation, 2nd Juné 18.‘37.4‘5L 3

A 2O v R Sl o Sy 1 e 2

B.
TreAsuRE Imported into Fort SNt Goorgk from the Unitep
Kixepom, Suez and Ceyrox from 1850-51 to 1854-55.

United ’
Years. King d(()m. Suez. Ceylon 'i Total.
Co.'s4Rs. | Co.'s Rs. l* Co.'s Rs. !‘~
}32‘1’“?‘ 10,35,878,  None. 345,522 13,81,395
1 850-22 9,67,561|  None. 652,533 16,20,094
i 5:1-;33 3645810 None. 442,411 40,88,221
. 54 | 88,53,228) None. 8,13,188/ 46,66,716
| 1854-55 | 7,57,221] None- 583518 13,40,769
F.
RATEs of Apvance on Company's Pager by the Bank of Madras.
4 g TR 5 e ;
o3 dafs sl T
Dates fixed. g 2zl 24 B2 2
- g 88| 83 |88
4 P g' - g' = & ~ § g
s | 22 [&=| B4 g
A ol o | = < | &=
1843 July Tsti:....: 105 95 85 8% J
1844 January 23d....... 105 95 95 931 ... TS
1846 October 13th....... 105 9 95 se| 75 .0 :
1848 Novemberl4th....... 105 94| 95 78 75
1851 April Oekis..... 05| - ... 100 93 88
1852 January 2lst....... |y 90 80 80
»  March  24th:..... 100 ; 95 85 85
s December 22d....... 100} 96| 98 88 88 e
1853 June  Sth....... 100[22-30 %81 100 95| 95 *
1854 March  80th....... 711) [ 95 g5 95 ..
1855 January 80th....... 95 95 9| 90
# March 16th....... 90 95 85 85
3 3 26tb' ...... 85 95] 80 80 ae I
) Apnl thi . 85 90% .... 80 80 e il ';#' .
» ) 24th....... 88 95 82‘2 85 85] . s o A
s June Bl s 3 97 85| 87 8l ... '
» October 24th....... 1 )] o971 85| 871 87 75
»  December 5th........ 90| ... 97| 82| 84 84 75
1856 January  8d......| 90 ... 95 78| S80I 80 70
G.

9th September 1852.

The fact is admitted that the Import and Export trade of Madras has increased considerably.
To effect this an increase must have been made to the Capital employed in trade. It seems to
be further allowed that thm_ increase has not reached ifs maximum, but may be expected still to pro-
gress. | concur in these views, and as they are not disputed, argument is not required.

Past experience leads me to the belief, that to meet increasing production, funds, beyond those

now available to the mercantile community, are required. It is in vain to look to the Bank of Ma-
dras, as at ({»resent constituted, for the supply, inasmuch as past experience has demonstrated that
when called upon to supply the demand for money, at a time when business is peculiarly brisk
in lieu of being able to  meet the wants of the trading community, its operations have been de-
trimental to their interestin two ways, first, by raising its rates so high that its funds are not

available for ordinary mercantile purposes, and secondly, its resources being exhausted, funds are -

not available even at the highest legal rate of interest. It has frequently shut its Treasury not
only when Government Paper was tendered but on many occasions refused Government Accept-
a-':%es' SV Roh: MoliE P ERIROL bef ‘tmgedl“lpt?n (tihis latter description of paper, there must be
either gross mismanagement of the Bank funds, or they are inad : 143

wants of trade. 3 y equate to meet the legitimate

I feel a clear convi
modation is required by the
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I do not doubt. To my min
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it. This is a point for the ) '
it will be remunerative to increase their Capit
likely to affect the dividen
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the confidence of the

Directors’ Bills
things canno
as to our CcOs
by annihilation as an incubus, W

I have carefully pe ¢
was not constituted merely to gr
requirements of the

give the

and to this end wor
community, so t

that due

t be permi
t, either by competition,
hich
rused the different
ve its Proprietors a dividend.
and especicially the merc

community, eclc
pital invested.

Proprietors a fair return for Ca
k the Bank to thglr own a
ly considered, the

ublic and

hat their interests are not fair
considerations for their constituents,

m, or permi
Shareholders to decide,

legiti

ction that in the present state of trade in the Madras Presidency, accom-
mercantile community, at certain seasons of the year, beyond what
lable funds ¢an supply. That these funds will be made available,
d therefore it is merely a question, as to whether it is desirable that the
it other parties to come into the market as competitors with
and divide itself into the questions, first, whether
al, or secondly whether competition with other
d than an increase to the Capital of the Bank.

mate business on undeniable security has been refused, and

the Government must necessarily be shaken when Court of

drawn on the Government are
tted to continue and if we do
in which case the profits of the

must be got rid of on any terms.
Minutes—facts are stranger than figures.
It was intended also to meet the
antile community, and in doing so to
f they are to consider their own profit
but to the manifest disadvantage of the
proprietors will be made to feel
is the surest means of increasing their ewn profits.

refused acceptance on any terms.
not find the remedy it will be discovered for
Shareholders must suffer, or-

dvantage ;

But i

Such a state of

The Bank

(Signed) W. E. UNDERWOOD,
Government Director, Bank of Madras.
=.
IsiporTS, MERCHANDIZE and TREASURE, into the Madras Territories, for 5 official years.

18412 | 184243 | 1843-44. | 184445, | 1845-46. g

Rupees. Rupees. | Rupees. Rupees. Rupees. | Rupees.
Merchandize.....v.. .- 1,05,24,69(| 98,66,065 98,47,007 1,42,45,386| 1,24,18,405 1,12,80,310
Treasure. .. . o «-oxcresss 28,88,805| 28,68,744| 58,08,323 6543,645| 66,01,711) 49,942,245
: Total....| 1,34.13,493 1,22,34,809/ 1,56,55,330| 2,07,89,029 1.90,20,116' 1,62,22,555

ImporTS, MERCHANDIZE and

TREASURE, into the Madras Territories, for 5 official years.

Averagg for

1850-51. | 1851-52. 1852-53. | 1853-54. | 1854-55.
. 5 years.
Rupees. | Rupees. | Rupees. | Rupees. | Rupees. | Rupees.
Merchandize......veeee 1,31,36,442| 1,28,25,523| 1,27,72,282| 1,63,52,337 1,91,24,962  1,48,42,299
Treasure......c... s+ 60,42,437| 61,79,148| 1,08,78,112| 1,10,60,291| 64,81,955| 81,28,388
Total....| 1,91,78,879] 1,90,04,671 2,36,50,344 2,74,12,628) 2,56,06,917| 2,29,70,687

ExrorTs of MERCHANDIZE and

TrEASURE from the Madras Territories for 5 official years.

1841-42.

| 1842-43.

184:3—44.

1844—45.

1845-46.

Average for

5 years.

Rupees. Rupeés. Rupees. Rupees. ’ Rupees. | Rupees.
Merchandize......c...-: ’2,25;60,72.5 2,26,99,141/2,22,96,369 2,68,34,282 2,41,5%,065‘ .‘3,36}5)39(:;18
i 86,84,782| 74,01,161 45,82,816‘ 77,82,901 41,86,758 65,27,683
Total.... 3,12,45,50¢] 3,01,00,302 ,‘2,68,79,185.l 3,46,17,189 3,82,92,818 3,02,27,001

ExrorTs of MERCHANDIZE and TREASURE,

from Madras Territories, for 5 official years.

1850-51. | 1851-52. | 1852-58. | 1853-54. | 1854-55. Average for
5 years.
Rupees. | Rupees. | Rupees. | Rupees. | Rupees. | Rupees.
Merchandize ........... 2,56,37,826| 2,49,65,225 3,28,50,486| 2,99,77,350| 2,39,48,083| 2,74,75,794
Treasure. .......co .ooov: 44,97,691|  88,54,650| 41,82,943|1,06,94,826| 81,00,456| 72,56,115
Total 3,01.35,517 3.38,19,884| 3,69,83,429 4,06,72,176| 3,20,48,539) 3,47,31,969
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Exrorts of MR
CHANDIZE and TrREASURE, from the Madras Presidency, for 5 official years
commencing the year 1840—41. :

1 ;
81041, | 184142, | 184243, | 184344, | 184445, |Average for
. 5 years.
Merchandi { C. RS,' C. Rs. C. Rs. C :
s Sl }’8§’2(-1)’°02 %25,60,725/ 2,26,99,141 2,25,9%5:';69 66,34 688 21}: Bt
| 0547185 86,84783 1401161 "A582.816] 7782901 7799769
T t l....‘ ' 20 [ ~ o : : : ;
otal.... 3,04,27,687| 8,12,45,508| 3,01,00,302 2,68,79,185| 3,46,17,189] 3,06,53,974

Exrorts of MERCHANDIZ
ERCHANDIZE and TrEASURE, from the Madras Presidency, for 5 official years
commencing the year 1850-51. oy

1850-51. | 1851-52. | 1852-53. | 1858-54. | 1854-55. (Average for
{ o l 5 years,
Merchandize S e Rl L8
............ 2,56,37,826| 2,49.65,925| 3 o croper s C. Rs. | Rupees.
reasure..... 7, s LT
e A o el 4‘4‘,9{,691 88,04‘,659 4‘1,32,94.3 1,06,94-:32)3 Q:g?’ggvggg 2,;g’§,,{sl)§
Total... | 3,01,35,517| 3,38,19,884] 3,69,88,429| 4,06,72.176, 3.20.18.539 3.47.31.901
5 I.
xporTs from the Madras Territories, for 6 official years, commencing the year 1841-42
Articles. 184142 | 184243 | 184544 | 184445 | 184546 |1erege for
5 years,
Rice
KR e 27,44,762| 31,94,619| 86,75
- : 4, 94,619| 36,7594 93,338 52,02,96
Hides and Skins......| 260986 1,76,590 1,,53,352 o saceral doge
bl i e S541939| 90.9438| 4108097
- T B G 31,93,499| 30,35,048| 3341252 48,66,732| 25,73,846 3402075
e g i) M T SR S I 12848 55769 1372
Sugar. e OROB OT,7TC| 826,480 10,6843 15,926,809 6%3’363
Oil Seeds............ 96091 134008 167,339 190015 1,76458 147,615
4o, Sttt W o 8726| 20797 24,622 56,046 22814
2 66,321 1,52,067] 119,539 269,755 1,380,178
: . Total...| 1,24,98,668
XPORTS fr itori
Ts from the Mfd"as Territories, for 5 official years, commencing the year 1850-51.
Articles. 50-51 .
1850-51 | 1851-52 1852-58 | 1853-54 | 185455 |Average for
| 5 years.
Rice i
R —— 12,61,090| 47,8773 . |
Hides and Ski e e 87,734 49,28,10 59,25
Fikte Gieie, GOttt b Al g 243140 T150 ragoie| 80,50k
Tndigs s e LR ot LR S 40 3141004 eeoa 0 Csd
Rum e N 87.86.910| 3241909 243500 27.50,007
%glgar...................:: 20,98.987 27,66608 24,47 510 10865 68,138 27’2;’22'1'
Bcb i 3.01,939 83,1040 ‘04, 33,08,346] 17,53,685 24,6191
0il Seeds........... s el L S ’ 03,143
V19, 75,995 4,99,701)  7.15,562| 6,61,656 5’46’2‘;’;
t] 1]
[
Total...' 1,54,75.171
Average from 1850-51 to 1854-55...... 1,54,75,171
Do. 184142 to 1845-46......1,24,28,668

—_——

Difference... 30,46,508
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No.9.  Minute by the Right Honorable
the Bank of Madras,

the President, on letters from the Government

Directors of dated 5th A‘pril aﬂd IGth 1\13} 1856, NOS- 165, 199

and 254.

The reports of the three Government
eviously given upon this subject.
The question raised by the Sub-Treasurer, viz
of the Governor General to increase the capital of th
for granted by the Acting Accountant General, is t

conclusion come to on it must modify all proceedings on the subject.
After carefully considering the point, my opinion is directly opposed to that of the Sub-

Directors do not dispose me to change the opinion

which I have pr

e Bank, and whichistoa certain extent taken
he first which requires solution, because the

Treasurer.
I think, that by Section 4 of the Act, the distinct power is unreservedly given to the Governor
ital of the Bank, up to 50 Lacs, and that the Shareholders have

General to increase the cap
become Proprietors with that liability, and therefore no injustice would be done by increasing

the capital, even without their consent.

1f this view, however, be correct, it in no wa,
has to decide, beyond leaving it free to come to a conclusion either fo
memorialists, unreservedly. :

There are two circumstances with regard to the present position of the Bank, which would
ps to a considerable extent, and which therefore

appear to affect its operations to some, perha
render it more difficult to arrive at aeorrect conclusion respecting the present proposal.
These are—1st. stitution of the Bank, which, as stated by Mr. Elliot, 1 have no doubt

prevents that gree use of it which might otherwise take place.
The 2nd is—the very qualified reception of its Notes by Government in the District Treasuries.
At the same time these two facts do not directly bear upon its giving accommodation to the

public, the assertion being that the accommodation is too limited.
It certainly appears, by the Statement of the Acting Accountant General, that there have

been great fluctuations in the rates demanded, varying from 3} to 12 per cent, and exceeding by
5 per cent at the highest, the rates afforded by the Government Bank in previous years, which are
now exceeded 7 per cent, according to that Officer’s report. :

It appears doubtful to me, however, from the manner he expresses himself, whether accommo-

dation may not have been given.at the cost of Government.
The Sub Treasurer in his report tries to prove, that the present capabilities of the Bank have

never been tried—yet in his Minute approving the depositing the Capital of the Bank in Govern-
ment Securities, he states, « I admit figures are set forth in goodly array to endeavour to sustain
this position, but facts have more weight with me, and I believe it cannot be denied, that there
have been times when even at the exorbitant rates of interest and discount which ruled, the whole
Assets of the Bank have been insufficient to meet the requirements of the public.”

This is just what is asserted by the memorialists.

Though, as I have previously stated, I do not agree with the position taken up by the
memorialists as to the extent of accommodation which should be afforded to the public, at all
times and all occasions, for they appear to think, that it is the duty of the Bank to afford money
cheap when it is dear in the market, which is a manifest absurdity, yet the perusal of these
papers and opinions have led me to the conclusion, that the accommodation which is reasonably

expected from the Bank has not been awarded.

Whether this has been caused by the nature o
easy to determine.

By the precis which is cir
complaints have been made fr

If the cause of the dissatisfaction
useless to enlarge the capital, until that is remedied.

I must confess, 1 do not see my way very clearly to such a result.

The circumstances of the Presidency must keep the chief power of the Bank in the hands of

the present Directors and their supporters.

y directly affects the point on which Government
r or against the request of the

f the management, or by the want of means, is not

culated with these papers, it is very clear, that great and reasonable
om time to time against the management.
is really to be found in the management, it is clearly

., respecting the qualified or unqualified power
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1 "I‘he only change which cou
eaving only the genera]

1d be effected, would be to r

supervision to the Directors

It is quite n
4 ecessary that hi "
Capital ca Y that this - question shoul
n be determine n should first be settled, bef: :
nined—though I am disposed to think that an incr::es ﬂ'l i t!le increase of
e is required.

It might be advis
sable to inqui
The Sub Treas quire the method of management ado ;
. ted
diminution OfProﬁtsm‘er appears to assume that an increase of cfpieull:o?n‘;:lc?;‘:vzﬁl Bomg:n,]’.
s itably entail a

but this is
res 1 8 18 b no 'y 3
esult with Proper management ¥ Do means certain. I should be inclined to expect a contrary

equire a paid Manager to be appointed,

(Signed) HARRIS.

1\.0. 10 hl
Y mute by ]
y the Honorable Sir H. C. MONTGOMERY, BART., on letters from the

Government Di
irect
Aoy ectors of the Bank of Madras, dated 28th May 1856, Nos. 165, 199

- I read S.ection IV, Act IX of 1843
2 llgﬁ@ntatmn of the Bank Capital, wi
PErceive any part of the Act that me

t,has fully empo.w'ering the Government of India to authorize
outany requisition from the Shareholders, and I am unable
ets the interpretation Mr, Birch has put on it.

The perusal of My Prendergast’
an increase o g gasts and Mr. Birch's papers has impres i i
b L ﬂf; :l;ﬁ::;l to th: extent of .10 Lacs would be advanmgeo.}:s t:e(gem;u:;it: ,::ie‘:;a:
yearly dividend about . t;:}ts of the Pr(?prletors; Mr. Underwood, I observe, states that the half
correct, the dividend 'l(; e declared will be at the rate of 14 per cent per an’num and if this be
the 8th para: of hi 4 m::arl‘y reach the amount which by the authority quoted b, Mr. Bi = i

: ol his letter, indicates that the Capital of a Bank is too sn{a‘lll :;: t,lxe y S, Birch, in

that

But, I think
e Bk m:et' t}:}: rfenf:ral tenor of even Mr. Birch's letter, is to the effect that the means of
fiest establishment of (b gll":m;:nt? of the place are insufficient. He says it was expected on the
pose. This . expectation a:“ thztwletvwould creat;e a Banking Capital sufficient of itself for this pur-
locked up i » However, never been realized, and th i iai
E fo,-utr}), ;norfl}iovernment §ecurmes, under this hope, has from timee tc: It)::i t::nw:a?l:g:;:lilly
of the public. M. Bigth slen uin . ponks and sill does mot, as would appear, meet the demands
A . admits that ever } :
tors to ext i ; y exertion has been made on th =
i Bk o, bt el & ey dn st o
: made for this object ul . a
attributes t} 4 o ject would have an - h
says, “,f:re:isw:;:; ‘Z:; (fa(l:lm‘ to the public itself,” and in the conilu':?r:;n;l(r:?:;‘ hiﬁ:ﬁ:‘:‘:e
resources freely and uﬁr J‘ZV.ernmem and that public, by assisting it in its endeavours to put forth it
to give that support to :: d‘:"':ﬁ!)’;‘ to enable the institution to continue those advantages, and
» Which was contemplated in its original establi ’
rigi establishment.

After the experi
domore than it h:rl:?tt;\c;-: f:o many years it does not seem probable that the public will in future
the constitution of its Di 0 done towards the support of the Bank, though it may be some change in
the proposed measures fol:eicr: Io'\‘ W.ould add to its popularity, and, as above observed, the success of
mformation now afforded. it creasing the Bank’ scirculation, is very uncertain. Considering, then, the
1t appears to me that this Government would be justified in recommending

the prayer of the memoriali
morialists . 2
SR el U0 Lary. ists to the favorable consideration of the Government of India, to the

(Signed) H. C. MONTGOMERY.

No. 11. Minute b
y the Honorable W. ELLIOT, da i ’
: . , dated 30th April 1857, on |
Government Directors of the Bank of Madras, Nos. 165 }’1"99' a:d J:n'l- g o

I have detained the
. papers connected wi 1 i
Bank Of_ Mad}'as for a longer period than IYII\::: i orm Samppatmeg (e
on certain points connected with the su

mation. bject and partly with a view of obtaining additional infor-

nded, partly because I could not make up my mind

i

A AP I S

Fﬁé&;?éeorge, Financial Consultation, ond June 1857.
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e Governor General in Council to increase the Capital of the Bank without

The power of th
the consent of the Shareholders has been questioned.

It is desirable to take the opinion of the Government Law
the wording of Section IV of Act IX of 1543 appears so explicit,

of that power.

At the same time I think it is but due to th
ject so directly affecting their interests. On looking at the signatures attache
do not perceive it to be such a general representation of the trading community of Madras as I

should have expected to find on such an occasion.
The leading names are‘those of merchants, members of firms which have always monopolised

the direction of the Bank's affairs and still continue to do so.
f the most respectable 9nd class houses, and most of the tradesmen of the

But I miss many o
place who have on former occasions addressed representations to Government complaining of the
management of the institution. Neither do I observe the signature of a single member of the

leading firm at Madras, the partners in which, I have ascertained, consider the proposed increase

wholly uncalled for.

Looking at the question simply on its intri
Birch has proved conclusively the present pai
to the Banking accommodation of the public.

adequate, 7 iy
I allude particularly to his exposition of the received theory of Banking in para: 4 of his

letter according to which the capital of 2 Bank should never be less than } of its liabilities and
to the fact shewn in the tabular Statement annexed to para : 21, that the Bank of Madras is the
only establishment of the kind in which the paid up capital exceeds its liabilities.

By the Act of Incorporation the Bank is obliged (Section XXVIII) to have at least } of its

liabilities immediately available in cash.

If then the institution was in a healthy condition it oug
ful employment of all its capital in excess of the above stipulated proportion.

Officers on the point. But to me
that I cannot doubt the existence

e Shareholders to ascertain their views on a sub-
d to the memorial I

nsie merits 1 have no hesitation in saying that Mr.

ht to be able to provide for the use-

But what is the fact ?

The liabilities having always been of less amount than the paid up capital, a
6 to 7 lakhs would have been sufficient to meet the requirement of the Act.

Instead of this it is generally five or six times that sum.

1 append a return of the weekly state of the Bank’s Cash Chest for the last five years, shewing

how large an amount of its capital is always lying unproductive.
of 1853 and 1854 this cash reserve ranged from 20 to 40 lakhs, the smaller

cash reserve of

During the whole
sum being the exception, the ordinary sum ranging from 30 to 35 lakhs.

i The last return for the current month gave the amount of Specie in
a5¢h April 1857, g Iz
pril 1857, Bank's coffers at 32,08,515, its liabilities at $1,94,264.

Under such eircumstances what would be the probable effect of an increase of paid up Capi-

tal under the present system of management ?
I can only suppose that the amount of cash lying idle would be augmented from 30 or 40

lakhs to 50 or 60 lakhs.
It is not therefore the deficiency of the paid up capital that is at fault.

I have no hesitation in ascribing the unsatisfactory condition of the establishment to bad

management,
The Direction is notorious

Madras.
The great proportion of the independent Shareholders are non-resident.

They keep their Accounts with one or other of the firms above mentioned, and leave them
armed with powers to draw their dividends and to transact all business connected with the Bank

on their behalf.
On several occasions the independent Proprietors have attempted to return Directors in

f the mercantile Directors, and the question has been warmly discussed

ly a monopoly in the hands of the four or five leading firms of

opposition to the wishes o
in the local journals.

d-up Capital to be fully adequate, and more than
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But the st
struggle on the part of the former appears generally to have been e e A

the very last : . ;

person e "eP:::;t‘lto?h:fszclt)i::c(:{"):l (inJ une I think,) a native Proprietor was put forward as a fit

all the independent proprietors Eurl: PIOETIEELy % which he belongs, and although supported by

number of votes of the met‘can’tile D'P“ﬂn and natlve..who were present, he was rejected by an equal
irectors, and their partners, the Chairman, himself a Director,

and a member of :
one of the exclusive firms, giving the casting vote.

There must b . :
e some reason for this systematic and exclusive monopoly of the Bank parlor.
Ex. Mins. Cons. @ y I think the correspondence which took place
Do. = 3”2’;'2"?871!’):';- 1851.  between this Government and the Honorable Court
rd Feby. 1852, et segr. of Directors in 1851-52 goes far to explain it.

The noti :
&= prac:i::‘:;eemkleu-(.)f the transactions to which that correspondence refers has, I believe, checked
Xclusive accommodation to the leading firms which was then brought to light.

But it h :
as not restored the confidence of the publie, and it still leaves the facility of forestall-

ing outside constituents i g |
g i ts in seasons of pressure to an extent that must operate prejudicially to their

I concei .
uceive this to be the tenor of the representations submitted to Government in
FProm M , 1852 by several of the most respectable trading
chant:m;[GrEﬁM‘ & Co. and other Mer- firms, and transmitted under the resclution con-
of Madras, dated 8th March 1852. tained in Extract Minutes of Consultation, 16th
March 1852, Financial Department, No. 103, to
the Court of Directors.

ob L :’em""“_l‘s_'s’ after describing the inconveniences to which they are exposed, go on to
s.erve—"— that this is not owing entirely to deficiency of capital, or to ordinary mercantile trans-
actions, " and they then refer to shipments of Specie made to Caleutta for speculation in Govern-
:Jent L.oans. After which they proceed—* it is also matter of notoriety that large shipments of
p Specie, advanced by the Bank on the security of Government Bonds, are frequently made to

Calcutta, Ceylon, and the Mauritius, with a view to speculation in the Exchanges of these markets,
“ and to such an extent as materially to interfere with the grant of that local accommodation which
” we believe it to be one of the duties of the Bank to afford.” * * * * « We are therefore of opi-
“ nion that any increase of the Bank’s Capital would now fail to secure the confidence of the mer-

“ cantile community, &c.”

Itis to this want of confidence that I attribute in a considerable degree the restricted busi-
ness of the Bank. ’

It arises not only out of the undue facility for serving themselves possessed by such a body
of Directors as govern the Bank of Madras, but also out of the dislike which persons engaged in
trade naturally have to expose their private affairs when seeking accommodation to the cognizance
of the leading members of the mercantile community, with whom they must be continually
engaged in credit transactions.

; This feeling, T know, does keep away customers, and has induced many constituents to close
their accounts and transfer them to other Banks in which secrecy is secured.

.No doubt also the greater facilities for the transaction of business in matters of exchange,
remittance, &c., and in freedom from the three monthly renewal of Cash Credits which is insisted
on under the provisions of Section XXIX of the Act of Incorporation and not required by other
Banks recently established, have drawn away much business for the Bank of Madras, and effec-
tually excludes all up-country constituents from this species of accommodation.

I nppr'ehefxd therefore that the true remedy for the evils complained of, and which undoubt-
edly do exist, is to be found not in an increase of capital, but in a reform of the Direction.

tem‘A lz‘ﬁit‘;on composed of a Paid Manager or Director wholly unconnected with the trading in-
= m-e: : - Gm and representing the' Proprietors, and a Government Director representing the
- overnment, wot.xld readily place the business of the Bank on a healthy basis,
whic wonlc} greafly extend its usefulness as well as promote the interests of the shareholders,
without adding a single Rupee to the amount of present subscribed capital.
(Signed) WALTER ELLIOT.

e

5

tion, 2nd June 1857.

PR

Fort Saint George, Financial Consulta

erEoN, No. 304; dated 27th May 1857.

er his consideration the Me-

The Right Honorable the Governor in Council has had und . e
morial addressed to the Government of India, by the Members of the Commercial and I ::1 ing
Community at the Presidency, praying for an extension of the Capital of the Bank r{f M }‘3(5)}
from thirty to fifty Lacs of Rupees, together with the Reports of the Gov?mment D_m:ctor.x :
the Bank on the subject. It appears to him necessary that before the question of the 1ncrea§e ;
Capital can be determined, that of a change in the present mode of management should' first be
settled, and he deems it therefore advisable, in order to enable the Government to arrive f“_ a
to ascertain what is the system adopted in Bengal and Bombay, of adminis-

decision on this point, d Bor
perations of the Banks at those Presidencies.

tering the affairs and conducting the o
Ordered that the following letters be despatched :

From E. MALTBY, Esq., Acting Chief Secretary to Government ; to the Secretary

No. 1.
to the Government of Bengal, dated 27th May 1857, No. 305.

SIR,
I am directed to request that; with the permission of the Honorable the Lieutenant Governor,

you will be so good as to furnish this Government with information 2s to the mode of manage-
ment adopted in administering the affairs and conducting the operations of the Bank of Bengal.
(Signed) E. MALTBY,

Acting Chief Secretery.

The same to the Government of Bombay.

Exd. J. A. _Wilson.
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