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PREFACE TO THE FIRST EDITION 

This book contains an elementary survey of the 
general principles of Commercial B3Inking theory meant 
as an introduction for the use of Indian students 
who would like to get clearer and firmer notions of the 
subject than they can obtain by reading any of the 
text books written by Western writers. 

The fundamental principles of banking theory are 
explained in a simple way. This is a sort of synthesis 
of earlier studies made by acknowledged writers in the 
domain of banking and currency. The theoretical 
principles are described in the light of the most recent 
knowledge as set forth in literature which is not very 
easily accessible to most students. Banking is becoming '( 
a profession and a sound knowledge of theory is ( 
essential for success besides the accuracy and experi- " 
ence which banking practice can furnish. This little 
book will furnish the needed groundwork in banking 
theory. 

31st March, 1924. B. RAM CHANDRA RAU. 



PREF ACE TO THE SECOND EDITION 

The aim of the revised and enlarged edition is not 
to explain the methods of book-keeping adopted by 
banks or the legal aspects of banking practice or to 
describe the banking operations in minute detail. As 
a teacher of fifteen years' standing I consider myself 
qualified to discuss these measures but I have set 
them aside for more detailed treatment in a separate 
volume. I have accordingly dealt with the part played 
by banks in the complex processes of our social 
economy. As an outsider practical bankers would 
certainly question my competency to deal with matters 
of banking practice in a thorough manner. I may be 
belittled as a " man of mere theory," but it must be 
borne in mind that" theory is the soul of facts.': I 
have endeavoured to supplement each chapter by making 
reference to recent discussions on some of. the aspects 
of banking credit dealt with in that chapter. 

The oft-repeated subject as to how and in :what 
manner bank deposits are created has been referred 
to in the section on bank deposits. The evolutionary 
practices in the matter of credit control are referred 
to in the section on the Central Bank of Issue. The 
banking remedies for checking the trade booms and 
depressions have been referred to in the appropriate 
section on bank advances. As a matter of fact every 
section has been enriched by substantial and useful 
additions :with reference to the changing practices of 
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the post-war gold standard, the development of open
market operations in New York, the growth of N:ew 
York as a major lending centre and the narrowing of 
the gold points as a result of economies in the transport 
of gold. 

The 18JCk of authentic banking statistics properly 
compiled by authoritative people is a great drawback. 
A closer acquaintance with the detailed operations 
of our banking mechanism and the drawing of any 
orderly knowledge from a mass of these figures become 
impossible in the absence of detailed statistics, 
regularly collected and promptly published. Com
parison with other countries is often indulged in by 
other writers on banking, but the few banking statistics 
that are available lie scattered in several places and 
are not placed on a plane of comparability with other 
countries. Details of the most vital features are not 
to be had anywhere in an easily accessible form. 
Nothing is so deplorable as the damming up of this 
source of knowledge and unless such figures, extending 
over fairly long series of years, are available in course of 
time no practical conclusions of any great value as 
regards quantitative or qualitative banking development 
can be drawn. Besides this there ought to be proper 
co-ordination of statistical work of different depart
ments and the annual banking blue book should attempt 
to gather and publish such valuable statistics. 

The lines of development of Indian banking and 
the detailed study of the present-day situation are dealt 
with in my books entitled Banks and the Money 
Market, Organised Banking in the Days of John 
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Compa.ny published by Messrs. Lal Chand & .sons and 
my Present-da.y Banking in India published by the 
Calcutta University. This is a companion volume 
to them. 

My obliga.tions are to the other writers who are 
mentioned in the bibliography. Although I ha va been 
very,diligent in getting ideas on banking problems 

, from all standard treatises on banking, my ability 
to approach the Indian banking conditions is curtailed 

,to a great e,xtent by the lack of bulletins pu~lisbed (by 
, ballks stating their facts and figures in ,an intelligible 
manner. Barring the monthly notes of the, Central 
Bank of India nothing valuable in this dir'6ction has 
been attempted by the other Indian ioint-stock ba.mks. 
It is a. pity that a. diligent student of Indian bankIDg 
can secure more information, on foreign banking 
,systems than on tbe banking system of his own country. 

"28rd January, '1933. B. RAMCHANDRA R'AU. 



SELECT REFERENCES 

1. J. M. Keynes ... lJ' Tract on Monetary 
Reform." 

2. Ditto ... Treatise on Money, 2 vols. 
3. F. Mlynarski ••• Gold and Central Banks. 
4. First, Second and Interim Report and the Final 

Report of the Financial Committe~ (Gold 
Delegation) of the League of Nations. 

5. Memorandum on Central Banks-1913-1926 
-League of Nations-1g3l. 
Memorandum on Commercial Banks-1913.1929 

-League of Nations publication. 
6. Willis and Beck-" Foreign Banking Sys-

hart. 
7. Kisch and Elkin 
8. H. G. Moulton 

9. C. A. Phillips 
10. R. G. Hawtrey 

11. J. R. Bellerby 
12. P. Barrett SV'hale 

13. W. R. Burgess 

14. J. S. Lawrence 
15. Y-l. F. Spalding 

tems. " 
... " Central Banks." 
... "Financial Organisation 

of Society." 
... " Bank Credit." 
... " Gold Standard in Theory 

and Practice." 
'.0 " Monetary Stability." 
... " Joint-stock Banking in 

Germany." 
. .. " The Reserve Banks and 

the Money Market." 
... " Stabilisation of Prices." 
... " London Money Market," 



x REFERENCES 

16. Federal Reserve Bulletins and Annual Report of 
the F. R. Board. 

17. W. F. Mitchel ... "The Use of Bank 
Funds." 

18. R. B. Westerfield ... " Banking Principles and 
Practice. " 

19. P. Barrett Whale ... " Lectures on English and 
Continental Banking." 

20. Macmillan Committee Report-1931 cmd.3897- . 
21. Report of Indian Central Banking Enquiry 

Committee and Provincial Banking Enquiry 
Committees' Reports. 

22. Statistical Year Book with reference to Banks in 
India. 

23. Annual Reports of the Controller of Currency. 
24. J. L. Cohen .. -. " The Mortgage Bank." 
2p. R. Boeckel 
26. N. Barou 
27. B. Nogaro 

28. J. D.' Magee 

29. Paul Einzig 

30; Ditto 

31. Ditto 

32. L. D. Edie 
33. H. Withers 

... " Labours' Money." 

... " Co-operative Banking.:' 
... " Modern Monetary: 

Systems." 
... " Materials for the Study: 

of Banking." 
.. ; "The World Economic 

Crisis." 
... !' International Gold 

Movements. " 
... " The Figh t for Financial 

Supremacy.' , 
... ' " Banks and Prosperity. ". 
.. , " The Quicksands of the 

,City..'!. 


	10309_0001
	10309_0002
	10309_0003
	10309_0004
	10309_0005
	10309_0006
	10309_0007
	10309_0008
	10309_0009

