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ADDITION TO PREFAOE. 

In consequence of the serious illness of the writer, he regrets 

his inability to complete the Preface, supported by sundry tables 

to support the argup1ents and pamphlet. He therefore trusts. his 

subscribers. will take the book as it is. 

If the author feels himself sufficiently well in the course 

of a few days, and if the whole First Edition be disposed of, 

he intends (D. Y.) to bring out a Second Edition in the complete 

form t:"at he intended should be the form of the First . 

CALCUTTA, 

6th April, 1977. 

.A u rcroir (D. v.) 

The Author. 



To 

The RIGHT HONORABLE WILLIAM GLADSTONE, M. P., 

Late First Lord of the Treasury and Premier of England. 

Sir, 

To you-and in admiration of the rare abilities which you have displayed 

as a Financier, first, as Chancellor of the Exchequer, and more recently 

as Premier of England, where your distinguished talents have been productive 

alike of the most eminent credit to yourself, and of benefit to the British 

nation-I most respectfully dedicate this small work. 

As a member of an old Whig Dumfriesshire family, I the more readily 

assume this privilege, since to members of your able and distinguished 

family I have been indebted through life for many acts of patronage, 

kindness, and courtesy, and which I thus am able to acknowledge. ]\fy 

first cadetship in business, more than 20 years ago, in the mercantile firm 

of Messrs. Gibbs, Bright & Co., of Liyerpool, was obtained for me at the 

request of my Uncle, the late Sir James Stuart.Menteth, Baronet, of Close

burn, Dumfriesshire), through the influence of Mr. Gladstone of Kepnock, 

• Dumfriesshire; and favors from him, and the several members of his 

eminent firms of Messrs. Ogilyy, Gillanders & Co" of Liverpool, and 

Messrs. Gillanders, Arbuthnot & Co., of Calcutta, have materially aided 

me in worldly advancement during subsequent years. 

I have the honor to be, 

Sir, 

Your most obedient Servant, 

D. P. STU ART-MENTETH. 

CLOSEBUa.'f, 

Simla, 2111 Octobtr 181~. 
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PREFACE. 

TO THE INDIAN PRESS AND PUBLIC. 

As will be seen from the accompanying address to the Government of 
India, this pamphlet has twice been submitted to the Government. When 
prespnting the treatise a second time, the' writer pointed out that as the 
subject-matter should be kept secret, and not made puhlic, (if the Govern
ment felt disposed to adopt its views) he, (the writer) would require 
compensation for the copyright, and in consideration of the labour and 
expense he had sustained in its prodllction ; otherwise it would he published 
in London and Calcutta. He also pointed out that since "silyer" would, in 
the ordinary course of events, advance towards the close of the year, and 
most probably still further pwgress in the spring of the coming year,-aided, 
as it would be, by the recent demand for China to meet purchases of 
silk,-that no time should be lost in buying at the low rates then ruling. 

However, the Government, while not specifically rejecting the writer's 
views, declined to purchase the copyright, which will be seen from their 
reply :~" From R. B. Chapman, Esquire, c. s. I., Secretary to the Govern
ment of India in the Financial Department, Simla, 14th October 1876. Sir, 
I am desired to acknowledge the receipt of your letter of 6th instant, to the 
Hon'ble Sir 'Villiam Muir, K. c. s. I., and to say that the Government of 
India are not prepared to purchase the copyright of your "Review of the 
Causes which have led to the Depreciation in the value of the Rupee." 

The writer, thprefore, in submitting this review, hopes that the "Press" 
and the public will accord to it their attention; and should the verdict 
be favorable, that measures be taken to urge upon the Government the 
necessity of taking action in the interests of the State. 

To those who may be inclined to hold the opinion, that in view to the 
proposed extension of the Paper Currency, the present ptargin of " 49 per 
cent. of Bullion" would not be a safe" Reserve," the writer has added some 
illustrations to demonstrate how such may be augmented to the awrnge of 
that obtaiuing in the Bank of England, of from 60 to 62 per cent. as agains~ 
their total liabilities. Therefore he would point particular attention to the 
illusiration No. 3 para. 165, where it is shewn that the Government 
could payoff in this country more than an equivalent of the proposed 
London Loan, and yet hold a" Bullion Reserve" of ne-.trly 63! per 
cent. on the present and proposed Currency Issue. These are the results:-

I.ondon Loan at 92= Rs. 21,73,91,304 
~s to be met in India ,,23,09,45,794 
.L nI\lal permanent saving of interest " 5,42,180 
Appropriated for Public 'Vorks ,,7,00,00,000 
This last is an important feature for consideration, in "iew to the 

recent announcement by the Government of their intention, in a short time, 
to raise loans in this country, to prosecute necessary " Public Works"; 
and this will obviate such necessity. Seeing that the 7 Cl"OreS is based 
on the very wide margin of one half silver to one half Currency Notes, 
the Government may be able to raise this proposed sum to 10 crores or 
over, by increasing the" note issue," and placing less silver at the disposal 
of the P. W. Department. 
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In view to any objection which may be taken to the rate of the 
proposed loan, 92, as being too high, it will be found, on a reference to 
paragmphs 149 to 154, that, from the course of action to be pursued, 
such may reasonahly he anticipated; but any difference is very much 
more than counterbalanced by the extremely high price given to silver, 
being estimated at an equivalent to exchange at Is. 9d. for demand drafts; 
a rate 10 per cent. over that ruling when the treatise was first written, 
and still 5 per cent. above present quotations. Further, as exchange rises, 
so proportionally does Indian Government paper in London, and the two 
equalize each other. 

To any persons who may object to an increase in Currency Notes, 
a decrease may suit them better; in which case, their attention is drawn 
to the first portion of the treatise, demonstrating that a loan of five 
million pounds sterling, invested in silver, could be utilized by reducing 
the present Currency by 6t crores, being notes of denominations over 
Rs. 100, proposed to be paid off in silver. 

To objectors who may advance that I propose to flood the country 
with Currency Notes, r reply, that the country is well able to bear it, ~acked. 
by a strong reserve: that these, along with the currency silver issued, 
only go to swell the cash balances of the several banks and agency houses, 
until such times a,~ the holders have determined in what othel' channels 
to place their money ; that such issues add to the permanent Currency of 
the country, at present locked up in Government Paper: and that they 
provide a capital which can be more advantageously employed in 
extending commercial enterprises in India.. 

One point must, however, be prominently borne in mind, that the ques
tion at issue is not "the loss or gain in purchasing silver," but in that 
it will raise the price of that metal, synonymous with exchange, save 
flu losses incurrtd by the Secretary of State in drawing upon India. To 
buy silver is not "a speculation," but a certainty: for so sure as stocks 
are eased by purchases, so certainly will silver and exchange advance; 
and it has only been the rece!lt glut in the market which has caused the late 
undue depression. Therefore the longer purchases are deferred, so much the 
more will the country lose by the monthly drain caused by the loss of exchange. 

r cannot conclude without acknowledging the obligations I am under 
to the several Heads of the Government, for the patience with' which 
they have listened to my proposals. To His Excellency The Viceroy, 
for taking the matter under his immediate supervision: to the se\'eral 
Honorable Members of His Council, who have given their attention to 
the subject: to the able Secretary, Mr. Chapman, in charge of the Financial 
Department, for the notice he has given to my views: and more especially 
to the Hon'ble Sir William Muir (the Financial Minister), for his native 
courtesy in twice vouchsafing to me a hearing. As a man of 
business, I cannot here profess to use eloquence of speech, in expressing 
my acknowledgments to Sir Wm. Muir; such can best be done by 
'heartily echoing the late preans of praise, rendered in such appropriate 
measures by His Excellency Lord Lytton, and which will also meet 
with endorsement by the whole people of India. 

SIMLA, D. P. STUART-MENTETH. 
21st October 18i6. 





~hbttSS to tge &ohetnmtnt of ~nbia. 

This pamphlet, hurriedly written, was submitted in separate detachments, 
without revision, to the Honorable Sir William Muir, K.C.S.I., Financial 
Minister of India. It is here presented, with such additions as have been 
found necessary to frame it in a more complete form. The writer is aware 
that, as a whole, it most imperfectly treats on a most important question; 
is weakly written; and his only regret is, that no one, wielding a more 
weighty pen, has given the matter the consideration it deserves. To an 
experienced eye many defects will appear; notably, and for which I have to 
apologize, that the calculations "on out-turn of silver" are not based on the 
proper data-" the price of silver," but on the relative rate of exchange. 
Situated however as I have been, away from the ordinary sources of business 
information, I have been unable to watch the movements of the silver 
market; and as its fluctuations have been erratic, even in a day, perhaps the 
fault may not be so heavy as at first sight appears. The inferences adduced 
from these calculations must therefore be taken as approximate only, but 
they in no wise detract from the character of the results, and are sufficiently 
close for purposes of comparison. With these prefatory remarks, I proceed 
to give a sketch of the contents. After reviewing the causes which have 
led to the present depression in the price of silver, I have proposed, as a 
remedy, for the consideration of the Government (that is, if a remedy be 
necessary or under the circumstances advisable)-

18t.-To purchase silver in the London market to such an extent as 
the Government, on ascertainment of the stock available, may deem to be 

prudent or necessary. 
2nd.-Raise a loan in London to meet such purchase or purchases, 

such loan to be a silver paid loan, in India, on maturity; issued in scrips of 
say every Rs. 100 to the assumptive rate of 92; the Government receiving, 
at such figure, the payment in pounds sterling, i. e., gold=£9-4s. Loan to 

be transferable to the Indian register. Interest drafts for the equivalent, 
in rupees, to be issued in the ordinary way, for other Indian rupee loans, by 
the Secretary of State, by drafts on Calcutta half-yearly. The presump
tive ratio of 92 per 100 is contingent on the carrying out of the suggestions 
contained in paragraphs Nos. 149 to 154, and, I -&in aware, is considerably in 
excess of the rates ruling in the London market at present for Indian 



loans: but eyen !\ much lower figure may be accepted, in view to the pro

posed benefits. 
3rd.-Bring such Bih-er purchased to India and utilize it. (1) By 

displacing' all the issues of currency notes over Rs. 100 in value, which 

would absorb Rs. 6,12,OQ,000; or, (2) Payoff as much of the Govern
ment loans in India, either 5~, 5, 4t, or 4 per cents. as may be possible. 
(3) Any residue to go towards the prosecution of necessary or remunera

tive Public Works. 
I have assumed that the root of the evil is " silver," and that t{) bring 

.about a healthy reaction, an unforeseen demand musl arise to take off surplus 
stocks; bring for~rd timid buyers, who from present depression are hold
ing off from making their usual purchases, and thus raise the synonymous 

rates of silver and exchange. 
I have proved that the transaction will be a highly -profitable one for 

the Government, if advantage be taken of the present depression, since by 

their lever of the "Paper Currency" they can payoff two rupees in this 
country for every one they may borrow in London, saving yearly as much 
as they will have to pay as interest in London on the proposed loan, and, 
by raising the rate of exchange, effect a large saving on its Secretary of 

State's drawings. Or the Government can equalize the transaction, by paying 
off an equal holding in India, and reserve the residue for Public Works. 
Subsequent to writing this treatise, news from Europe, to hand on the 4th 
September, brought intelligence of the debate on th,e Indian Budget in the 

House of Commons; and the able speeches of the Under Secretary of State 
for India, Lord George Hamilton, and the Hon'ble Mr. Goschen, have con
firmed- m~y of the views I have expressed as to the cause of the depression 

in the price of silver. Spaee forbids me from commenting on many salient 
points, much as I would like so to do ; but one point is agreed upon, that the 
situation is not so bad, or likely to be so lasting, as some people imagine. 

If I may be permitted to use the exprellSi(:m, I would suggest that now 
is India's opportunity to accept these low prices; increase her silver reserve 
by b'lv~ purchases, issue Paper Currency which bears no interest, redeem 
her Promissory Notes which do I 

France has assumed an attitude ehrewd and statesmanlike, in takiDg 

advantage of low prices to recoup her indemnity losses, by replenishing 
her exchequer at 8. handsome profit; and doubtless much .of Germany's 
Mnban'aBsment has been France's opportunity. Mr. G~schen, in the House of 
Commons, ohserves-Lati" NationtJ mtA regard to gold. "Their action is an 

open question, but should silver rise or things not grow worse, there seemed 
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no disposition on the part of those Governments to substitute a gold for 

a silver currency." "Germany and France, bulk of population, prefen'ed 
silver to gold." Nor have her banking agents in this country been behind

hand in forethought. Foreseeing the effect which the f'xennan demonetiza

tion would produce on silver, and consequently on exchange, the Agents of 

the Comptoir d'Escompte de Paris, about this time last year, did not scnlple 
to contract, months in advance, for mercantile bills on London, at rates which 

were thought "mad" at the time, in view to the season advancing, and with 

"rates" in the ordinary course of events; but the unfortunate British 

merchant, instead of his finding such a most profitable business to him, had 
to deliver his bills at maturity, at a worse rate by 4 to 5'per cent. than that 

ruling in the open market, owing to silver falling and exchange declining in 

lien of rising. Some other banks followed the example, and did some paying 

strokes of business, but to the Frenchman is, I believe, due the honor of such 

profitable banking initiation. 

A portion of the Under Secretary of State for India's speech deserves 

notice, as the inference to be drawn points to the stock of silver being smaller 
than it doubtless is. He is reported to have said-" The actual amount of 

silver bullion in London was so small, that on several occasions demands had 

to be supplied from abroad." It may not have occurred to tIle noble Lord 

that by means of the telegraph a vast bulk of the sales of most com

modities in London, and other commercial centres, are transacted" to arrive," 

that is, the produce lies sometimes thousands of miles away, in othel' coun

tries, and therefore is not on the" spot." Such may be assumed to have 

been the case with respect to the supplies referred to, and to judge of the 

amount of stock of silver, or any other commodity, this imporiBnt feature 

has to be considered. Silver has its Agents in London, who not only can sell 

the" stock on hand," but "to arrive," and both are available for purchase. 

The Government, after having done me the honor to hear my suggestions, 

declined to act, on the grounds" that a speculation that the price of silver 

must rise, is not one on what the Government could venture in the way 

that YOll suggest." 

But, with due deference, I submit that any action that has been taken, 

or may be taken, partakes more or less of the nature of a ;;peculation. The 

course the Government took in raising loans at home of 4! million pounds 

sterling in lieu of drawing bills on India, was a " speculation," but as it did 

not touch "silver" and only temporarily induced a rise in exchange, followed 

by as serious a decline, it was a "speculation" that failed. And, if we are to 

belieye the statement of Lord George Hamilton in the House of Commons, 



the Home Government contemplate another speculation, viz., to advance upon 

document bills (or bills drawn upon shipments of produce from this country 
and place). Lord George Hamilton is reported to have spoken as follows, when 

speaking of the export trade of India :-" Finding that prices had not risen 
in India, and that the export trade would therefore be stimulated, they 

had requested the Viceroy to endeavour to advance bills upon Indian produce 
as an easier mode of remittance." 

The purchase of document bills (or bills having bills of lading of shipped 
produce attached) is an enterprise which may lead to large profits; but is 

attendant with all the dangers that attach to large pr~fits and the salting of 
invoices, the fall}It price of produce at home, and other incidental causes, 

have, in the history of the past, shewn us the ruin of not a few Indian Banks, 
and the serious embarrassment of others. And as the effect will only last so 

long as the system continues in force, and does not touch " silver," unless 
other causes tend to raise the price of the metal, its effect is but temporary. 

As the rendering of Lord Hamilton's speech is somewhat vague, it may be 

interpreted to mean, that the Government contemplate to purchase produce 
and draw bills against shipments. Here the elements of supply and demand 
have to be considered, and as the price of produce in this country is reckoned 

by the price in London (qualified by the difference in exchange, telegraphed 
between the two countries daily), the disturbing element of Government 
purchases may bring about such a fall in the price of produce at home, as to 

give poor or bad returns. Indeed so close are prices brought by means of the 
telegraph, that very little margin of profit is now possible to the shipper. 

But no beating about the bush will benefit, without boldly attacking 
the centre ;'\nd notwithstanding suggestions on any other subject connected 

with this topic, it must come to this, that" silver" and" silver alone" will 
eventually have to be considered. 

Even if a London loan obtain no better than 80, yet if a purchase, or a 

series of purchases, at the present moment, or to be continued if need be from 
timE' to time, remove the depression, and bring about a healthy reaction; and 
even 'f i~ fail in altogether eradicating the obstruction; yet, in view to the 

impetus it will give to the silver market, and the removal of a portion of the 
outstanding debt of India, it would be well for the Government to pause, before 

finally declining a measure which would repay in lessening India's burdens 
permanently and prospectively. 

In reference to the part assigned to the Savings Banks in this treatise, 

the writer places his services at the disposal of Government, if placed in con

trol of the Goyernment Savings Banks in India, on a suitable salary; and 
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his practical experience. of business, extending over twenty years, warrants 
him in asserting that he will accomplish the ends propOlmded. 

My best thanks are due to Sir \Villiam Muir for his courtesy, in gIYlng 

to these views the attention he has done, and for his permitting me to re
ceive from the Financial Department, Government Reports, from which I 
have been enabled to set up my tables. To the Financial Department, I 
also beg to express my obligations for the readiness displayed in meeting such 
requirements. 

D. P. STU ART-MENTETH, 

CLOSEBURN, Stock and Sharf. lJroker. 

Simla, 15th September 1876. 
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(Copy.) 

:)imlu, 28tft August 1876. 
TO 

THE HOy'BLE SIR WILLIAM l\IUIR, K. c. S. I., 

Financial Millisttr for India. 
SIR, 

I have the honor to wait on you with a "Review on the causes 
which have led to the depreciation in the value of the mpeee as a standard 
of currency, in connection with the exchange between India and Great 
Britain. Also suggestions as to a remedy." .. '\ 

I attribute the present depression-
Ist.-To the German deillonetized silver, whose instalments have dis· 

turbed the regular sources of supply, causing-
2nd.-A panic, by which regular buyPl's have kept out of the market, 

hoping to come in and purchase at the lowest. This has led-
3rd.-To an accumulation of stock, and panic to holders. 
The remedy I propose to suggest for the consideration of the Government 

is a.~ follows-Raise a loan in London, and buy up the whole, or so much of 
the stock of silver in London, as the Government may, upon delibemtion, 
find necessary. I have assumed that a purchase of five million pounds 
sterling will suffice, but the Government may think it advisable to go beyond 
this limit. In that ca.'!e, negotiate with Germany to take over her silver at 
a fixed rate, or otherwise, as may be deemed most expedient. Utilize the 
silver by coining into currency Rupees; in which case, displace all currency 
notes over Rs. 100 in value. This will place 6! crores in circulation: the 
balance to be met from the Currency Reserve. Or, if the Government object 
to this measure, pay up any of their 4 per cent loans, which can be done on 
giving the public a three months' notice; issue notes, or silver, and hold 
the reHidue of the silver in reserve. The Government could do this to any 
figure. '20 millions, or treble if necessary. 

DEAR SIR, 

I have the honor tcJ 00, 

Sir. 

Your most ol>edient Servant, 

(Sd.) D. P. STU ART·l\IENTETH. 

11th September 1876. 

R. H. HOLLING BERRY, ESQ., 

Assistant Secref.ary, Financial Department. 

Ry desire of Sir W. Muir, I return the accompanying paper of proposals 
for the purchase of silver. He has read it with great interest and attention; 
but thinks that a speculation that the price of silver must rise, is not on 
on what the Government could venture in the way that you suggest. 

(Rigned) R. H. HOLLINGBERRY. 



THE SILVER QUESTION. 
A REVIEW OF THE CAUSES WHICH HAVE LED TO THE 

DEPRECIATION IN THE VALUE OF THE RUPEE AS A 
STANDARD OF CURRE~CY, I~ CONNECTIO~ 'WITH THE 
EXCHANGE BETWEEN INDIA AND GREAT BRITAIN· 

ALSO SUGGESTIONS AS TO A REMEDY. 

---,0---

Causes that havc brought about the Pl'cllcnt depreciation,
The. present posi

Canses that have bronght about the present depre- tion has 'gradually been 
ciation. tta' d b t 

Th ' . I' d bted of the IndI'an a me y wo causes: e Increasmg year Y ill e ness h 
Government to England, t e one, the yearly in-

The present low price of Silver. creased indebtedness of 
India to England on 

behalf of her Government; the other, the low price of silver, which, 
as it regulates the rate of exchange, causing it to rise or to fall 
when in deiJland or otherwise, is the more important of the two. 

2. India's indebtedness to England. Has risen, as we have 
been informed, from 

India's indebtedness to England. £5,000,000 twenty yea.rs 
Ha~ risen from 5 to 15 millions sterling in 20 ago to £1.'5,000,000 

years. 
Indian exports in excess of Imports. (vide Committee's Re-
Giving a trade balance against England. port on the Depreciation 
How such is paid_ f S'l 11) Th Necessary to import Silver to adjust the aceount. olver, para. . e 

Exports from India hav-
ing always been iJfexcess of the Imports, to adjpst the trade balance, 
it was necessary to pay such in cash; India's currency bei~ in silver, 
it has been necessary to import silver to adjust the difference. 

3. In the time of the East India Company, their requirements 

East Tndia Company. 
Their requirements one-thinl of .the present time. 
Secretary. of State's bills sold in London to ~over 

Indian liahilities. 
These have displaced corresponding amounts of 

silver. 
And would otherwise have been met by silver ship

ments, 

from England led to 
their always having a 
balance as against their 
Indian Government, but 
their requirements were 
small in comparison 
with the present time, 
which have risen three

fold. To meet their English cr~itors, the Indian Government has 
been in the practice of selling, in London, Bills to cover their 
liabilities. These bills have been purchased, and, in accordance with 
theIr gross totals, have displaced similar sums, which otherwise 
would have been met by silver shipments. 



4. TLe price of silver in the London 

The price of silver the guide to exchange. 

bills on India. 

market ha!l been the rate 
which has ruled the ex
change in purchasing 

5. In proportion to the demand for silver, so has the rate of 
exchange between the 
two countries risen or The rate of exchange rises or falls in proportion to 

the demand for silver. 
fallen. 

6. Therefore when we find that these bills, styled "Secretary of 
... . . State'jO" or "Council" 

An Increase In the amount of "Council BIlls" means B·II h· a . 
a less demand for silver. 1 save lDcrease In 

their totals, it means 
so much the less demand for silver. 

7. The present low price of Silver.-This only has arisen since 

The present low price of silver. 
Arisen from the action of Germany in demonetizing 

silver. 
The increased production from America stated to be 

a cause. 

the Franco-German 
War, and from the 
action of Germany in 
demonetizing its silver 
currency. \Ve are also 

informed that the increased production from the American silver 
mines is a canse. 

8. The tirst I attribute to be the real cause; the second, al-

The German demonetization the true cause. 
American production used to weaken the market. 

though worthy of 
The . I attentIOn, mere y as we 

rumour, got up to weaken the market. 
9. For results have demonstrated, that 

The German silver causing prices to sink to panic 
prices. 

clined, un.til it reached'" panic prices." 
10. in proof, we find that silver had 

When silver reached its lowest. 
The effect on the market produced by the publication 

of a letter from the Manager of the Deutsche Bank. 

would term it, a bazaar 

so long as this German 
red flag was held up to 
frighten the silver bull, 
the Rrice of silver de-

reached its lowest limit 
prior to the letter which 
the Manager of the 
Deutsche Bank in Lon
such a reassuring effect don published, dated 15th July last, which had 

that silver immediately rose. 
~l. As this lett~r deserves attention, I quote its most important 
, . passages. " Consideriug 

Its \eadmg features. .. that as representative of 
German Sliver sold to the extent of 2 to 3 million h '. . . h h 

pounus annually. t e lDstitutIOD t roug 
G~rmallY will not sell at panic prices. whose medium the 
Available stock 3 to .400,000£. .. . German sales in London 
Eventual snrplus estImated at 7i mIllIOns ~rhng. d h E h b an t east ave een 

effected up to the present time, and at the request, and by authority 
of, the German Government" &c., &c. he goes on to state that" sales 
tu the extent of two to three millions sterling annually have been 
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effected: that Germany sees no necessity for submitting to panic 
prices; that the available stock on hand does not exceed £:300 000 
to £400,000, and that the eventual surplus is estimated at I! 
millions sterling." 

12. The effect was immediate, and silver may be said to have 
Exchange from its lowest depression rose 5 p.c. for recovered from 7 to 10 
onemail.·pf.r cent. Exchange Oil 

And has since risen to say 7 p. c. over the rate this countrJ was similarly 
ruling prior to publication of letter. ft· t d d -a ec I' , an rose a per 
cent. at one bound. and has since risen to I per cent., over the figure 
ruling prior to the issue of this letter. 

13. This proves that the exaggerated 

Exaggerated reports 88 to the disposable German 
Silver estimated at a depreciation in the yalue of Silver 
7 to 10 p.c. 

to 10 per cent. 

reports as t.D the German 
disposable silver a{!ted 
prejudicially on the 
true value of silver, to 
the extent of from 7 

14. But it does not dispose of the 

But effect on market of increasing supplies of 
silver still continues. 

dead weight caused hy the 
report of the increas
ing production of the 
American silver mines, 

which will yet be used as a lever to depress the market. 

15. Nor until something be done to ease the market of accumu

Accumulated' stock, of ailyer must be absorbed 
before silver can rise to its true ,·alue. 

lated stocks, consequent 
on the recent depression, 
can silver be expected 

to rise to its true value. 

16. The RePort of the Committee on the Depreciation of Silver 
The Report of the Committee 011 the depreciation might have dMle some-

of Silver- thing to remove the 
Is wanting. in de~il as to the world's production American red tlaO" h d 

and consumptIOn of Silver. . 0' . a. 
If it had been more explicit, much of the evil It been more exphcit 

arising from .report of America's productiveness might on the subject of the 
have been mitigated. "world's recent consump-
tion ot the metal," and although otherwise a most instructive 
document, here it is disappointing and wanting in detail. 

17. Nevertheless, to arrive at some idea of this most import~nt 
question, we must pro-

Report must be analysed to form some idea of the d I I 
positlOn of silver for the future." cee to ana yse tIe 

Report, to see our posi
i. e. the future requiremc-nts tor silver. tion for the future. 

18. This will 
how to meet it. 

lead us to the conclusioll, if relief be required and 



1 D. S i/'vPl'-ifs p1'oduction and dema1/d.
Pror\uction. 1St millions. 
Demand, 20~ millions. 

PIWDVCTIO:N. we find to be 
but are not infonned if such includes silver demonetized. 

We therefore add the higher amount given, as 
Gel'maf/,Y's a"nual saleable total of silver demonetized, 

Scandina7l if1.n Stafp8, demonetized silver, say 
(amount said to be trifling and not stated.) 

TOTAL 

DE~IAND FRANCE, 33! millions in the last four 
years, equal per anloum 

England:, Rllssia, and Sp(-tin.-amount not stated; 
we will assume (it is roughly estimated at some millions.) 

Japan and China, not quoted, we will assume 
equal to India. 

India, quoted 16 millions in 4 years ... 
A merica, not quoted-say ... 
(stated to be equal to Germany's residue.) 

TOTAL 

£140,000,000 

3,000,000 
1,500,000 

£18,500,000 

£8,500,000 

2,000,000 

4,000,000 
4,000,000 
2,000,000 

£20,500,000 

20. Thus. making out as impartial a statement as possible, the 

Demand apparently in exce~s of Production, by 2 
millions sterling. 

Allowing 2 millions for over·estimates on the tiide 
of demand, demand stilI equal to production. 

production appeaI'8 
scarcely equal to the 
demand; but if we 
make allowancel; for in

accuracies, (and that only on the side 
sterling, we square the account. 

of demand) by 2 millions 

21. 'Ve therefore assume that tl!e present depression is to be 
traced solely to the 
large sums Germany 
has placed upon the 

Panic prices of silver therefore caused by the large 
Bums Germ~y has placed on the market. 

And interfering with the ordinary trade supplies. 
market, which, inter

fering with" the ordinary trade supplies," has influenced the depres-
sion. ' 

22. In all commerce, where reports have lowered the price of 
an. v article-ha vi ng for The influx of any unforeseen supply in commerce, 

~eP5.se8 the l'rice of a commor\ity. their foundation the in-
B ers adu to depression by withholding pur· flux of any unforeseen 

cl..lSe . supply, - buyers get 
alanned, and add to the depres~ion by withholding purchases. 

23. Such we may reasonably assume to be the case at present; 

Such assumed to be the case at present, causing stock 
of silver to accumulate. 

buyers having become 
alarmed, have withheld 
from making their ordi

nary purchases, and the stock on hand has accumulated. 
------------------

* See Note No. l. 



24. The stock having thus accumulated, the price of tIle Com

Being unduly depressed, is selling under its true 
value. 

depressed, is selling under its value. 

modity ruling must not 
be taken as at its true 
value; but, being unduly 

To restore the equilibrium, it is necessary that an unforeseen 

An unforeseen demand must arise tv restore equilib
rium, and take off excess production. 

state of affairs. 

26. This having been done, seemg as 

The price will then rise to true value, seeing that, 
ordinarily, production and demand are equilateral. 

immediately rise to its proper value. 

demand should take off 
the excess production, 
which has led to this 

we have shewn that the 
production and demand 
for the metal are equi
lateral, the price will 

27. "The future prociltrtion and demand for silver." All specu
lations, having as an object to solve the future position of any commo

Speculations as to the future position of a commodity 
as often wrong as right. 

Silk adduced as an instance. Its position now aud 
a year ago contrasted. 

A yea.r past it was unsaleable. 
Losses to Ill(Jian producers nearly paralyzed the 

trade. 

dity, are as often 
wrong as right; an in
stance in point may be 
addu::ed from the po
sition silk now occupies, 
from what it did a 
year ago. Then it was 

an unsaleable article! a drug on the market:! and the losses to the 
unfortunate producers in India had nearly para.lyzed the trade. 

28. The failure of the Italian crop 

Failure of Italian crop has caused a rise of 100 
cent. 

of this year, has caused a 
per rise of 100 per cent., 

and prospects are now 
as bright for the Indian 
producer, as last year 

Silk prospects for present year as bright as last year's 
were gloomy. 

they were gloomy. 

29. The future of silver is represented as very gloomy, and were 

Were it not for speculations on the future of silver, 
to upset the position here assumed, the future of silver 
would not here be considered. 

not enter into the question at all. 

it not that my argu
ments may be confuted 
by speculators on the 
future prospects, I would 

30. But philosophy has demonstrated, that the human mind is 

Present pain the greatest, because its illlluence is 
felt for the moment. 

cause it is felt at the moment. 

apt to regard the " pre
sent pain" as the great
est ever endured, be-
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31. Because silver has been depressed: because Getmany 

Panic impressions as to the future of sih·er. 
The rupee to decline to the value of one shilling. 

has demonetized her 
currency ; because 
America threatens to 

swamp us with tons of ever-increasing supplies of silver, therefore 
the rupee must decline to one shilling, and silver must become as 
common as copper. 

32. The lessons taught by the past of gold, is the best answer. 

The past lessons of gold the best answer. 
Effect ou the market by the opening of the California.n 

and Australian milles. 
Similar prognostications then promulgated 
Present position of gold, demand e'jual to supply. 
American ai/reT mine.' produce as much gold as silver, 

yet the increasing future production has produced no 
effect on the price of gold. 

When California, and 
after that Australia, 
opened snch mines of 
wealth, the world was 
favoured with like prog
nostications, if possible 
intensified. But the 
present position of gold 

shews the demand to equal the supply: and although the American 
increased silver supply applies equally, or more, to gold, seeing that 
gold forms (in rough) one-half of the production of these silver mines, 
we hear no warnings with regard to this metal. 

33. The fact is, that, after the market had toned down from in

After a period of excitement, increased demand for 
gold restored the balance. 

34. There is therefore no reason why 

No reason why silver should not follow a similar 
course, and with an increasing production, there arise 
an increasing demand. 

demand. 

creased demand for 
gold, things righted of 
themselves. 

silver should not follow 
the same course; if 
there be an increasin!T 
production, there may 
follow a corresponding 

35. Now if we again refer to the Committee's Report. we find 

Committee·s Report on depreciation of silver. 
Points out the expectant attitude of the Latin nations 

and Holland. 
In present depression, limit their coinage of silver. 

~
e therefore holding off from making their necessary 

pu hases. 
aiting to see silver at lowest, before coming into the 

market. 
The holding off of buyers, therefore, a cause of present 

depreciation. 

I' That the members of 
•. the Latin Union and 
" Holland have adopted 
" an expectant attitude; 
"but meanwhile limit, 
" as far as possible, the 
" coinage of silver." 
This isa cautious way 
of expressing, that 
these countries, owing 

to the present depression, are not making their usual purchases, and 
are waiting to see the turn of events before coming into the market. 
This therefore confirms my views, that buyers have been holding off 
causing much of the late depreciation. ' 
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36. That there exists a great dearth of silver in some countrie3 

Dearth of silver in some countries. 
Italy denuded of her silver currency. 
Her forced paper ourrency has expelled the whole 

of her ail '-er coinage. 
.Amount thua expelled, 17 million pounds sterling. 

we learn from para. 6. 
" Italy has been gradu_ 
ally denuded of her 
silver currency. Since 
1865, large amounts 
have been exported: 

her forced paper currency has apparently expelled the whole of 'the 
metallic currency, of which the silver coins amounted, at the begin
ning of 1866, to about £17,000,000." 

37. France has also been a large consumer, having had to replace 

France a large consumer. 
Owing to German indemnity. 
Adopts an expectant attitude. 
May at any time resume her purchases. 
But her future requirements may not come up 

the purchases of the Jast four years. 

the large sums exacted 
from her by the German 
indemnity. She is in
cluded as among the 

to Latin Union, adopting 
an" expectant attitude." 

She may therefore at any time resume her purchases. But her future 
requirements may not be on the same scale as during the past four 
years, we are told. 

38. The American war produced an inflated paper currency. 

America. The war produced au in1lated paper cur· 
rency. States now engaged in replacing such by silver. 

which the States are 
remedying by replacing 
by silver coin. 

39. The future position may thus be assumed: That, although 
France, the largest con

The future position. • sumer, may soon limit 
Other countries will take the place of France in the her purchases " that 

market. . 
Consumption will keep pace with production. other countnes may 

_ refUo1tably be expected 
to take her place; and that the consumption does not show signs of 
decrease, but of an increase that will keep pace with production. 

To further illustrate the position, it is necessttry to say a few 
words on the-

40. <-Past production of Silver." This we may assume to have been 
unequal to the demand. 

The past production of silver, For I speak with sixteen 
Unequal to the demand. , . . 
The L3.3t; formerly the largest consumer of silver. years expenence In 

as denuding other countries of their silver currency. India and China, passed 
mainly in banking; 

that the East, formerly the principal consumer, received a very larue 
proportion of her silver by denuding other silver-currency countrieli °of 
their coin. 
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41. For statistics will prove, that a very large portion of the 
silver shipments to 

Her absorption of Mexican dollars and five-franc China and to India, 
pieces. h 

Mexico experiencing no inconvenience. from her abiI- ave consisted of Mexi-
ity to replace exporta of dollars from her silver mines. can dollars and five-

franc pieces. That 
Mexico has experienced no evil from this continuous drain, only results 
from her being a "silver-producing country;" and her mines enable 
her to produce sufficient to replace her exports. 

42. The case is differeut with France and Italy, who have suffered 
Case different with France and Italy, who Buffered severely from this 

aeverely. Eastern drain. 

Owing to the recent war, matters have come to a crisis with 
France, and a reaction 

43. 

a..cticm 
war. 

baa commenced with France, owing to has commenced. The 
JWy must follow, or suffer national bankruptcy. 
The East, as a consumer of guilders. Holland a 

sufferer. 

same must happen to 
Italy, or national bank
ruptcy will follow. Spain a sufferer. 

considerably drawn upon (for 
Spain. 

Holland has also been 
her guilder pieces) by China. So has 

44. This accounts for the "expectant attitude" ascribed to 
these countries in the 
Committee's Report. Thus accounting for their present expectant attitude. 

45. Passing from this Report, we may glance at other features, 
which have not been 
noticed in the Com
mittee's Report, and 
confidence, at least are 

Other features bearing on the questi~n not noticed by 
the Committee's Report. 

which, if we cannot accept with the same 
worthy of attention. 

46. For the Times points out, that Russia is burdened with a 

.uuia as a future consumer of Silver. 
B\rdenetl hy a small paper currency. 
Kee,ls :30 millions sterling of silver to place her in 

a pro]'er position. 
China requires a :\Iint. and is in need of dollars. 
Japa,' as bad as Itussia from an inflated small paper 

currency. 
Only a question of time for all these countries to come 

into the market as buyers. 

small paper currency; 
and that to place her 
in a proper position, 
she needs thirty million 
pounds sterling of 
silver. China is stated 
to require a Mint, to 
coin dollars which are 
urgently needed. And 

intellicrence from China papers states that Japan is in as bad a position 
as Ru;sia, from the same cause; therefore it is only a question of time 
before all these countries come into the market as buyers. 
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ii. Proposed remedies for the 

Current proposed remedies considered. 

that-
48. 

present depression." We will 
only briefly glance at 
a few of these. The 
most noticeable are, 

India should adopt a gold currency. Apart from the ex

India to a.dopt a gold currency. 
Its cost. 
What to be done with her demonetized silver." 
The further depression in price of silver, consequent 

on her ceasing to be a consumer. 
And extra. loss for some time in exchange on Council 

Bills. 
The Government of India action in the past, with 

regard to a gold standard. 
Coined gold to some extent. 
The coin rapidly absorbed and melted. 
"Questionable if action taken was profitable or suc

cessful. 

pense of such introduc
tion, comes the question, 
What is to be done with 
the demonetized silver? 
and to what depres
sion may not the mar
ket sink, if, in addition 
to its woes, India 
ceases to be a customer? 
And again what must 
be the cost in loss on 
her Council Bills, until 

the svstem has become thoroughly organized? But the true answer 
is, th~t the Government in past years, did make an attempt at a gold 
coinage; but from the rapidity with which the coin was absorbed and 
melted, it is questionable if they viewed the measure as a successful or 
profitable one. 

49. The proposed remedies by the Chambers of CQmmerce of GIUfJfM 
and CalcuUa. 

The proposed remedies by the Chambers of Commerce, 
Glasgow and Calcutta. 

Being to stop coining silver, and to refuse to receive 
silver for purposes of coinage from the public. 

Would intensify the evil. 
By withdrawing Indian supplies. 
And market would suffer further depression. 
Other proposals. 
Possess uucertainty and heavy cost. 
Not discussed. 

These in brief were, 
to urge the Govern
ment to stop coining 
silver, and refuse to re
ceive silver sent into 
the Mint, by the public, 
for purposes of coinage. 
A measure of this kind 
would only aggravate 

the situation; because by stopping Indian purchases of silver, it 
would withdraw a source of demand from the market; and once 
known, silver would still further fall in price. Other proposals have 
all such elements of uncertainty, added to heavy cost to this country, 
that we need not discuss them. 

50. It is generally conceded (and the Government have declared 

The Government, in view to the situation, have 
declared themselves opeu to receive suggestions. 

The feeliug of the country in India and England that 
something must be done. 

themselves open to re
ceive any suggestions on 
the subject), that some
thing must be done to 
alleviate the enormous 

losses experienced in meeting the Indian Government's English liabilitis. 
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51. Therefore a. remedy should be found, which should be as 
little costly as possible, 
and effective, in raising 
the price of silver by 

The remedy must mise the price of silver &8 ruling 
exchange, and at as small a cost as possible. 

which exchange is ruled. 
52. The following therefore is my 

Proposed remedy. 
Will shew no lOBS. 

Perhaps a profit. 

proposal, which meets the 
exigencies of the case, 
by shewing little or no 
loss and perhaps a pro
fit; that will entirely 
remove the dead weight 
under which the silver 

'Will remove the dead weight that now depresses the 
market. 

Buyers will afterwards come forward, and still fur
ther improve the position. 

market rests; and by 
bringing forward buyers (who, fJ;orn pmdential motives, have lately 
refrained from entering the field) still further improve prices. 

53. But the measure has its disadvantages and serious objec
tions; these, however, 
will be noticed in pass
ing, and receive all the 

Has disadvantages. 
To be considered in passing. 

attention they deserve. 
54. I therefore propose-1st, That the 

Measures :-
A London loan; with proceeds, 
Buy up as much of the present stock of silver &8 may 

be l\dvisable. 
R"duce the paper currency. 
On all issues' ot notes over Rs. 100, to be replaced by 

~e silver converted into coinage. 

Govennent rai8e a loan 
i·n London, and with 
the proceeds.-2nd, 
buy up the whole, or 
as much of the avail
able stoc1c of silver in 
the Lond011 market, as 
may b~ deemed advis-

able.-3rd. Reduce the paper currency, by withdrawing from circula
tion all notes of the several issues over Rs. 100 in value, as a means 
to...absorb the silver purchased. 

55. From the foregoing remarks, I 

How much silver need be purchased ! 

need not enlarge upon the 
prudence of easing the 
silver market of its 
present redundance, but 

will confine myself to the question, How much silver need be purchased 
to effect the object? 

\ 56. I think. we may assume that a sum 

Five million pounds invested in silver assumed to 
lIuffice. 

Being one-fourth more than India's annual consump-
tion. 

Effect on the market calculated as a rise of 10 per cent 
on the tht'll ruling price. 

Other buyers wou),! come forward. 
Prices would still further advance, as also the rate of 

exchange. 

of five million pounds 
sterling, being one
fourth more than 
India's annual con
sumption, will suffice. 
Directly the market 
has been eased by the 
purchase, it wou ld not 
be extravagant to as
sume the eftect as a 

riSl1 of 10 ptlr cent on the then ruling price of siher; and as buyers 
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would instantly come into the market, the price would still further 
advance, and Indian exchange in a like proportion. 

57. It may be reckoned pr;udent to negotiate with the German 
Government, either to 
sell up to a certain 
figure, or at a rate to 
be fixed by both 
Governments: the whole, 
or such part (as the 

The Government may consider it expedient to nego· 
tiate with Germany for the whole or a part of her silver. 

At a fixed rate for the whole, or up to a certain 
limit. 

In instalments of say i million. 

Indian Government may decide upon) of their demonetized silver, 
in instalments of half-a-million pounds sterling at a time. 

58. Payments can be made either by 

Payments for silver how to be made. 
By loan in Londou on due dates. 
Or by selling Secretary of State's bills on India. 

more favourable feature. 

way of loans in London, 
when such instalments 
arrive, or by selling 
Council Bills, which
ever presented the 

59. For, if it transpire that India has, in whole or in part, con

Effect on the silver market by the purchase of the 
German silver. 

sented to ease the 
silver market of the 
threatened supplies from 

Germany, the market will experience immediate relief, and buyers 
will at once come forward: the result being a decided rise. 

60. The objection to this latter plan is, first-that stocks 
would only experience 

Objections to buying the German silver considered. relief to the extent 
It would only ease the market at present of £400,000, of the £400,000, 

the outside amount given as the German stock. 
Otherwise the market stock remains untouched. (which we have author
Cooncil Bills to pay for silver might llleet with a ity to believe to be 

difficulty of sale. 11 f G ' 
Pr~sent requirements of Secretary of State's bills a 0 ermany s pres-

lllay be equal to meet trade demand. ent stock), and the 
Arguments to the contrary. market stock would 
London loans recently made have reduced the Sec· otherwise remain un

retary of State's requiremeuts. 
Banks therefore have accumulated funds. touched. Second, with 
.Not perhaps to th,e full amollllt which, loans have respect to the extra 

WIthdrawn, part havmg perhaps gone III silver. Council Drafts which 
woul~ need t~ be dra:Vll, there may be a question if they might not 
expenence a dIfficulty III sale; the amounts now for sale being nearly 
as much as to meet the trade demand. Something, however, may 
be said to the contrary. For in the first place, owing to the recent 
London loans, the amount of the Secretary of State's Bills has been 
considerably reduced; and the Banks have accumulated funds, per
haps not to the full amount, which may in part have found silver, or 
lIome other means of remittance. 
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61. But we learn, and I should have no hesitation in accepting 
the statement, that the 
Banks, in view to the 
expected emharrass
ment of the Govern
ment. have been remit
ting to England all 

Banks reported to have sent to England all avail
able Indian balances, to take advantage of the time when 
the Government must resume drawing ou India 

They anticipate handsome returnM at the expense of 
the Government. 

their available balances in this country ; waiting for the moment when 
the Government will be compelled to resume drawings, to reap a hand
some return at the expense of the Government. 

62. It may therefore transpire that the Banks and leading 
. Indian firms may have 

They may therefore be able to meet the extra demand. available funds, suffici-

ent to meet such extra demand upon them. 
63. There is also this admntage over 

Advantage over borrowing. 
Loss on elfchange only charge, 
Obviating increased burden to posterity and yearly 

additional amount to be met in London. 

borrowing, that the loss 
on exchange will be the 
first and only charge; 
obviating the additional 
yearly burden in the· 
shape of the interest 

which India must have to pay; and that would still further swell 
her annnal indebtednesll to England. 

64. Perhaps it may appear advisable to the Government to adopt 
. . both plans, either as a 

Perhaps ~vlsable to adopt both plans. whole or in part· hy 
Buy a million or two of silver to <lase present pres- h h db'. ' 

sure. on t e one an, uymg 
Negotiate with Germany for the whole or part of a million or two to 

demonetized silver, ease the present pres-
sure on the silver market; and on the other, negotiate for the whole, 
or part. of the present and future German rejections. 

- 65, The Paper Currenry, This very useful and paying Depart
ment has, since 1860, 

The Paper Currency Department, acted a most important 
In circulation on 31st March 1875, eleven and a part in the history of 

quarter crores. 
Silver in reserve, 51 crores. the country. 
rncovered by cash, Rs 5,69,90,000 == 5t crores. Since the date of 

its origin, it has supplied India with a medium of currency that 
'c~sented Rs. 11,24;00,000 (or the net balance outstanding on the 
::'lst )Iarch 1875,) To view this sum, with the cash held in reserve 
Rs, 5,;'54-,10,000, there remains Rs. 5,69,90,000 uncovered, by which 
I must be understood as with reference to a silver reserve. 

66. This sum, Rs. 5,69,90,000, that at the present moment may 

The uncovered reserve cODstitute. silver of which 
India has been deprived. 

still further have ex
pamled, and which we 
may roundly state at 

six crores of rupees, represents so much silver of which India, in a 
course of yean;, has been deprived. The six crores is augmented, by sub
sequent calculations to show present position (see para. 109, 6! crores.) 
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67. India.. therefore can at any moment absorb this amount, or its 
. . equivalent rather at 

India, therefore, can absorb silver to the amount of the the time which I would 
uncovered reserve. '1. d 

propose ue one as 
follows :-

68. Let the Government pass a.n act that, after a six mouths' notice, 

The Government to pass an Act withdrawing from cir
culation ail issues of notes whose values are over Rs. 100 
each. 

Giving a six months' notice. 
Such to be paid in silver rupees. 
At the treasuries of issue. 
On any day subsequent to date of proclamation of Act. 
Aggregate of issues of notes for Rs. l()() alI<I uuder, will 

not be exceeded beyond the amount outstanding on 
date of issue. 

damation. 

the several issues of 
note;; of sums over Es. 
100, lle no longer a 
legal tender: and thar 
they will be paid in 
silver only, at the sever
al Treasuries whence 
issued, on any day subse
quent to tlte date of pro-

Farther. that the issue, as standing against the several den()~i
nations of notes of, and under,Rs. 100, will, after date of proclamatIOn, 
not be exceeded. 
\ 69. That to secure such provision, no 

Measures necessary to secure provisions of the Act. 
Notes over Rs. 100 not to be exchanged for current 

notes. 
Neither of current denominations for others of current 

denominations. 
Nor current notes issued for silver. 
Unless the aggregate balances of the whole permit, 

without infringing such aggregate as fixed on date of 
proclamation. 

notes of the nncurrent 
issues will be exchanged 
for those of the current, 
neither will notes of cur
rent issues be exchanged 
for otheri'! of other 
current issues; nor 
will current notes be 
issued for silver; un

less, the balances as standing, either separately or collectively, on date 
of presentment, allow of such issue, without infringing the authorized 
total issue of all denominations. 

70. This will prevent holders of the uncurrent issue, from ex

Measure necessary to prevent uncurrent notes from 
being exchanged for those of an issue cur.ent. 

And to prevent too large an issue of Rs. 100 notes, at 
the expense of those of lesser denominations. 

not fail to be attempted. 

changing for notes of 
the current; and also 
check a too large issue 
of the Rs. 100 notes, 
which otherwise will 

71. For, as a measure of this kind will affect the banking and 

The banking and large mercantile firms, the principal 
holder3 of the proposed uncurrent notes. 

The lrigher grades of notes used as a medinm of in
land exchange. 

large trading comm'l
ni~y (the only large 
holders) in making ex
change operations; 
sooner than purchase Attempts will be made to utilize notes of lower 

grades. Should be frustrated. 
drafts, they will at

tempt, as far as possible, to &ubserviate the higher description>: of the 
remaill.i.ng notes, which remain current, to their purposes. 
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72. But it may be urged against me, that t}le very magnitude 

Argument against the measure. 
Objection to the Government interfering with a 

custum so nearly affecting public interests. 

of tho figures, are of 
themselves a most 
powerful argument 
against the Government 

interfering with a custom which time has strengthened, and in which 
the public are so intimately ,connected. 

73. I admit the inconvenience, 

Will not be felt by the people at large. 
The notes they deal with left untouched. 

but to the public, and to the 
people of the country 
in general, this will 
not be felt. The notes 

in which they most dea.l, are leftuntoucbed. 

740. It is only upon the banking and higher orders of the mer
cantile community, that 

The banks and mercantile community the sufferers. the hard!'hip wili" fall. 
75. Yet it is not an evil without a palliative. If the notes be 

The evil has a palliative. 
More inland bank bills, .tc., will be drawn. 
Higher rates will pay extra native establishments. 

withdrawn, more bills 
must be drawn; and 
in the higher rates 
that will follow on 

these inland drafts, many will find a profit, more than sufficient to 
cover tbe cost of the extra poddars (or native cash assistants) need
ful. 

~ 6. Again, it may be urged tbat a measure of tbis kind will 

Measure will meet with oppositIon from the banking 
and mercantile community. 

I am prepared for that, and the reply is simple. 

meet with opposition 
from the banking and 
mercantile community. 

77. They have solicited help from the Government to alleviate 
the presf>ure felt by a. 

How Buch should be met. low exchange; and if the 
They have asked aid; and in the interests of the Government see it expe-

country must bear an inconvenience, which has, as its d' . h' f 
effect, to IDltigate the evil of which they complain. lent, m t e mterests 0 

the country at large, to 
1 1trdduce a measure fraught wi.th some inconvenieuce to them; in view 
to the general weal and the major benefits, they must bear the minor 
hardships. 

78. Again, they must be informed, and I think my assertion ca.n 

The Government iutroduced the higher grades of 
notes for the convenience of these classes. 

be proved, that the 
Government, when they 
introduced these higher 

grades of notes, did so on the representation of these classes, and for 
their convenience. 



( 15 ) 

79. But bave·these classes used these notes simply as a ,. ,~ur-
• .. rency convenience, to 

Origina.l intention to obviate large payments ill silver obviate the necessity 
~ver trn=. counter. of paying large suID's 

in silver over the counter) and, as such, only intenuetl by the Govern
ment 1 

80. I answer No l but they have been applied, in large measure, 
as a cbeap means of 
effecting inla~d ex
change operatIOns at 
the expense of tbe 
Government; a measure 

Turned to excha.nge pUl"pQses. 
Being cheap remittancll8 at the expense of the 

Government. 
Never iRtended so to act by the Government. 

hever intended when the Government first introduced them. 

81. To substantiate my assertion, I quote from the Govern
ment Resolution No. 

The Gov~rn~ent views on the sub;ect.-Resolution 2300 dated 21st April 
'Of 21st AprIl J816:- .. ' . 

Allahaba.d and Lahore notes for Rs. 2,58,41,005, 18/6, commentmg on 
'Cashed in Calc2tta.. the operations of the 

Rs. 2,99,30,115, encashed ill 1~73·74. . Paper Currency De-
Largely connected WIth renuttances of com from f h 

Bombay. partment or t e year 
B.s. 6,16,82,885 cashed at ofiiCll8 qther th&I1 place 18740-5, para 4: " Notes 

'Of Issue.. _. of the Allahabad and 
Of which Rs. 4,10,32,81<> were obligatory on Govern- L h C· I f 

tnent ; a ore ire es or 
Rs. 2,16,50,070 paid as convenie Ice to the public. Rupees 2 5841005, 
Exchange operationa a heavy proportion of luch were cashed' i~ 'Cal-

figures. d . 
cutta un er the pecu-

liar provision of the law which makes the Government accept 
this obligation. The amount is rather less thaD the amount 
(lli: .2,99,:30,715) similarly encashed in the preceding year. Tbe~e 
enc3sliments are often largely connected with remil tallces of coin 
from Bombay to Calcutta, the cost of which is thus partly tJ.rown 
upon the State. Para 6: .. Notes for R,. 6,16,8 :!,8~5 were 
cashed at office!. other than those at which they were issued. Of this 
amount, Rs. 4,10,32.815 were paid for notes, the enca~hment of 
which was obligatory upon the Governmeut under the law, and 
Rs. 2,16,50,070 were paid by the Government as a convenience to 
the public, without any leg>!l obligation." It may ~e inferred a 
very heavy proportion of these figures appertained to exchange opera
tions. 

82. It is perhaps not necessary, but it may be as well to mention, 
til at, ill curtailinO" the 

The Government re.aerve of Government' Promissory t> h 
DOtes will remain untouched. •• paper currency, t ere 

. . . will exist no necessity 
to mterfere WIth the reserve beld in Governmeut Promillsory Notes. 
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83. Alllo that the measnre is a temrora.ry one, and only 
• intended to force inta 

Measure temporary until silver be diffused throughout circulation the coin 
the country. 

minted from the net 
proceeds of the silver purchased in London; and only to remain in 
force, I(.ng enough to admit of the proper diffusion of the metal cur
rency throu~hout the country. 

8.... Farther, in the event of the Government resolving to limit 

May not be necessary if the Government purchase 
only a small amount, 

Or if they take over the Gel'lIi&ll silver in instalments 
of half a million. 

And if the Government draw on India to meet snch 
payments, not needful to curtail paper currency. 

any action to a smaller 
figure; either by direct 
purchase, or by tak-· 
ing over a portion of 
the German silver, 
(which, as has been seen, 

will periodically be placed in instalments of say half a million 
sterlillg at a time), and if the Government deem it to be advisable to 
draw on India to meet these payments, they may see no necessity to 
interfere with the existing state of affairs. 

85. Always provi,led, however, that the Government can see their 

Provided the Government see the way w circulate the 
lIilver without it lying as dead stock. 

way to place the coin in 
circulation, and not to 
lie as a dead stock on 

their hands. On this subject it is necessary to say a few words. 

86. India a& on alr&orber of sil1!er. 

Inaia as an ahsorher of sil ... er. 
Currently reported stan·ed for want of the metal. 

sumplion are enormous. 

India is currently re
ported as heing starved 
for want of silver, and 
that her powers of con-

Much as I should like to agree with such a generally received 

The dedl:ction not admitted. 

case, I cannot admit it. 

opinion, as it would ma
terially strengthen my 

88. For 80 long as India is supplied with a Government paper 

Governmpnt Paper Cnrrency the most powerful pre· 
.,ention to silver consnmption. 

increasing trade and wealth. 

currency. her wants 
must decrease: i. e. in 
proportion . with her 
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89. True the people are addicted to hoarding the ru~ee, ~(1 to 
the adorning of their 
wives and children, 
either with it as a whole 
or melted down into 
ornaments. Such meth

The people of the country addicted to hoarding silver. 
Also adorn their wives and female children with rupees, 

whole or melted down. 
Lan,:e sums of minted coin thus absorbed annually. 

ods of use must absorb large sums of the currency annually. 

90. Again there is the demand from the wealthy classes 

Wealthy classes consume for ornament, or household 
purposes. 

for silver for ornaments, 
and for hou,>ehold pur-
poses. 

91. Added to this as industry increase!'!, through commerce. 

Railways, Public Works, and trade open out new 
districts. and fresh outlets are made for silver currency. 

trade, railways, and 
public works, new 
districts are opened out, 

and more silver currency brought into circulation. 

9~. Another feature to be considered is, 
India's position in time of War. 
Heavy run may be anticipated on the currency silver 

reserve. 

suspicious nature of the people, distrust to 
anticipated; and a heavy run lIIay ensue. 

India's position in the 
event of a war, domes
tic or forei!!n. Con
siderillg the timid and 
paper currency may be 

93. Here the Government may be compelled, with-diminished 
credit, to enter the mar
ket and purchase silver, The Government may be compelled to purchase silver 

to redeem or meet its paper currency requirements. 
to redeem their paper 

currency. 

94. Argu7TUnt& again&t the received opinion as fo India's absorbing 
Arguments against the absorbing capacities for silver capacity for silver. 

attributed to India. lst-The " Paper 
The paper currency. Currency," which we 

have mentioned. 

95. Next we find that the rapid communication of the present 
day, by railways, tele-

Rapid communication by railways, telegraphs 
steamers. 

and graphs, inland and 

And Banking since 1860. 
Contract silver as a medium of cnrrency. 

ities (which have increa"ed enorm()lIf>ly since 
contraction of .ilnr, as an exciJanl,;e medium. 

coasting steam llavii.:3.
tion, and more espe
cially, hy banking facii-

1860), have led to the 
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96. India had (prior to 1860) a certain amount of the notes 

The notes issued by the several Presidency Banks 
of the PresidencyBanks 
ill cIrculation; but the 

place aggregate was trifling, 
before the introduction of the paper currency. 

The aggregate trifling, withdrawn, and their 
taken by the paper currency. and was absorbed by 

the paper currency of 
the Government. 

97. Burmah, the greatest consumer of the Indian ropee, 
from like causes, does 
not proportionally im
port as much of the 
silver currency as in 
former years. Ii'or if, 
on the one hand, her 
wants are greater, 
(owing to the vast ter

Burmah as the greatest consumer of the currency 
silver rnp'e. 

Ceases proportionally to import silver to the same 
extent as in former years. 

Her internal means are greater to meet the increased 
exports. . 

Government" supply bills" on Burmah displace similar 
&D;I.OllDta of the silver currency. 

ritory yearly opened out, and the tremendous increase in her rice ex
ports) her internal meanS are greater to meet requirements. For the 
sale of wastt! lands, and increased revenue, enable the Government in 
Calcutta, to sell "~upply bills;" which, so far as they go, obviate the 
necessity to seud bullion (or rather, I should say, the currency rupee.) 

98. Therefore, viewing the question as 

India, as a whole, does not possess the facility to 
absorb silver of which ahe is credited. 

with. 

a whole,· India does not 
possess the same abili
ty to consume silver as 
she is generally credited 

99. Wherefore, the necessity for a stimulant, to temporarily 

Therefore the necessity to contract the paper issue. reduce her paper cur
rency. 

100. The pu.ent note circulation oj the Government. It is ne-

Estimate as to present circulation. 
To form an idea of how much Ili!ver she can take. 

bear an import of silver; and to what amount. 

\101. We therefore review the position 
.'i e~sary to re\"iew the position on 13st March 

1875, the latest returns. 

cessary, to form an inea 
of the present Pos;ti"n, 
to see how India can 

as on the 31st March 
) 1'75, and allvw for 
difference. 

* The Indian traveller of the present day is a very much more easily circumstanced 
person from his compeer of less than 20 years ago. Now he can travel over hundreds 
of miles, meeting with Government Treasuries or Branch Bank. to cash his currency 
notes, that necessitates his carrying no more "ha:d cash '.' in his pocket, than perhaps 
he would require on a Continental tour. Before, It was d,fferent; a short mofussil tour 
only, required a trusty bearer carrying two weighty ?ags, one with rupees, the other 
WIth his copper COlD. ThIS Illustrates thelesaer lIeces81ty of the pre8ent day, for the uae 
of ailver ... circulating medium. 
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102. The position of the Paper Currency Department on 31st 
. .. . March 1875 (the latp.st 

Figures adduced from the statement of net etrcula· returns)' c. N t circll 
tion attached to Resolution No. 2300 of 21st April 1876. l' " . e M h-

atlOn Illr 318t arc' 
1875." attached to the Government Resolution No. 2300, dateJ 21st 
April 1876. 

Ne! Circulation for 3lat ~arch 1875, and jiguru adduced tlurtfrom. 

Number F h I Per cen-
or eac. ta{,;e au IAmount. Issue of 

Aggregate issue 

of of notes over ,Total. 
Notes. R whole each denomination. and under s. issue. Rs.l00. 

597 10,000 6'30 59,70,000 

40,760 1,000 36'27 4,07,60,000 

22,267 tjOO 10' 1,11,33,500 
5,78,63,500 

Total of issue over Rs. 100=51'57 
p.c. of aggregate. 

2,31,100 100 20'55 2,31,10,000 

1,82,940 50 8'09 91,47,000 

4,82,366 10 9'25 1,04,38,860 

10,43,886 20 8'54 96,47,320 Rs. 

4,31,540 5 2- 21,57,700 5,45,00,880 11,23,64,380 

SUMJ/ARY. 

Issuel of notes over Rs. 100=51'57 p. c. of aggregate total. 

" " 
under " =48'43 " " " " 

I TOtali 100 
I 

103. The per centum differing from that given in the Govern

Difference in per centage of issue from Government 
return. 

Arises from the Government figures bOling based on the 
"Outstandill;';s" as O!l 31st March 18i5. 

The GoveIlUXlent explanation of the word Outstanding. 

ment Resolution, para. 
5.-It will have to be 
borne in mind, that the 
Government figures are 
based on the " Out
.ta1uiings,"wbich phrase 
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is explained ill the body of the Report, para. 2~, to be~" bE'side3 
t h(.se in circulation, all notes hE'ld by the Department for re-issue, 
and such as, having been withdrawn from circulation by other office'l 
than that of issue, have not as ytt been cancelled in the register of 
the office of issue." 

104. Comparison of per centage from "Olltstandings" as com~ 
pared with "net cir

Comparison per centum ')f net circulation with Out- culation" 
standings on 31st March 1875. • 

Notes of Rs. 1000 over 60 p. c. per the Government resobtion. 
" "" "36,, " net circulation, by my figures. 
" "10,000,, 11 " "the Government resolution. 
" "" " 5 " "net circulation by my figures. 
" "100,, 10 " " the Government resolution. 
" "" "20,, " net circulation, by my figures. 

105. Probable aggregate of the net circulation to the pres

Probable net circulation to present date. 
Increase of the four years prior to the famine taken 

&8 basis. 
Gives net increase 58 lacs per annum. 
Increase to date, 87 lacs. Giving assumptive total net 

issue of 12 crores. 

ent date. I take the 
average increa~e "f the 
f"ur years prior to the 
famine, 1869-70 to 
1872-73, from the fig
ures in para. 5 of the 

Report. This gives Rs. 58,00,000 per annum, or say, Rs. 87,00,000 
to date, giving an assumptive issue of 12 crores. 

106. Given the same data of 51t p. c. on aggregate, and the 

Notes over Hs. 100 therefore aggregate Rs. 6,18,00,000. 

Rs.6,18,OO,000. 

higher issues amount 
at present to net 

107. The cash silver reserve, at the same proportion of 49 p. c., 

Silver reserve will amount to Rs. 5,88,00,000. 
amounts to Rupees 
5,88,00,000. 

108. Leaving Rs. 6,12,00,000, as the uncovered (bv silver) 
Rs. 6,12,00,000 the uncovered balance, which India balance which India 

can absorb in silver. Can absorb to date. 

109. Assuming that the operations we suggest do not come into 

\ Position on 31st December of this year, assuming that 
the operations then come into practice. 

India will be able to absorb 6i crores of silver. 
By displacement of the higher grades of notes, 61 

crores of Rupees. 
Leaving balance, if deemed necessary, to be met by 

the currency ail ver reserve. 

force before the 31st 
December coming, India 
can ahsorb, say, six: 
and a half crores; and 
she can consume by the 
dispbcement of her 
higher grades of notes 

six and a quarter crores; leaving the -difference to be met by her then 
ample silver currency reserve, if need be. 

• i.e.-between out·tum of silver purchased (see para 112) and thQ 6i crorea. 
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110. This sum or 61 crores we propose to meet by borrowing 
'rhis 6i crores displaced, to be met by silver; pro. five million pounds ster-

ceeds of a loan of 5 millions sterling in London. ling in London; any 
Any balance to be taken from the silver currency difference to be met by 

reserve. the currency reserve. 

111. Assuming that the loan be issued 

Amount of loan at 92-Rs. 5,43,47,830. 
Giving 5 millions sterling in London. 

five milliOl:' pounds sterling. 

at 92,· Promissory Notes 
for Rupees 5,43,47,830 
'would have to be grant
ed to secure a sum of 

112. Assuming again that silver be purchased in London witu 

Silver purchased with above at exchange of Is. 9d. 
gives currency rupees=Rs. 5,71,42,860. 

the five millions that, 
at an exchange of say· 
Is. 9d. for demand drafts, 

a very high rate, considering the present, and the very low price of 
silver) would give an out-turn of currency rupees-Rs. 5,7.1,42,860. 

113. Charges on transaction 5 p.c. on five millions-Rs. 25,00,000, 
Char.qes Rs. 35.86.960 at 5 p. c .. and 6 mos' interest on 6 'months 

loan. Profir on silrer TIs. 27,95,030. Loss, S"y eight lacs. interest on 
loan Rs. 5,43,47,830 at 4 p. c. per annum, (time allowed to 
allow of silver to come into circulation), a wide margin, " 10,86,960 

Total, Rs. 35,86,960 
Taken from the difference between 

price of loan, Rs. 5,43,47,830 
and the out-turn of silver rupees " 5,71,42,860 " 27,95,030 

Rs. 7,91,930 Loss on transaction 

114. But the Government, possessing transports, and perhaps em

Charges proposed made excessive. 
The Government need employ no Agents. 
Having transports, no freight. 
The Government does not insure. 

ploying no Agents, will 
save Commission and 
freight. Insurance is 
not considered, since the 
Government are not in 

the habit of insuring their treasure shipments, at least in this country. 

115. The out-turn I give at a loss; but, from the had rates fot 

Deducing results from present prices, the Government 
should make a profit. 

true out-turn may be a considerable profit, if 
diately carrying it through. 

loan and purchase of 
silver,in view to the pre
sent depreciation, the 

no time be lost in imme· 

--- ----------------------------
.• These supposititious rates must not be taken as the ruling equivalents of ex

change and Government paper in London; but as a hypothesis, contingent on carrying 
out the 8uggestioWi conta.ined in paras. 148 to 154. 



( !! ) 

116. Apart from this consideration is the main one, the 
saving such an invl::st
ment will effect on their 
H millions of Council 
Bills: and, if we as
sume the advanco in 
exchange, consequent on 

The tnain consideration. 
Saving in Council Bills. 
At 10 p. c. is one and a half ct'ores for a twelvemont.h. 
On the supposition that such adv&Ilce be permanent 

for a twelvemonth. 

this movement, at 10 p. c. steady for a. twelvemonth, it would amount 
to Ii crore8. 

117. Such calculation does not take in the alloy in each current 

Alloy one-twelfth part in each rupee, taken as having 
been included in the exchange. 
But if added to out-tum, Re. 6,19,04,762 will be result. 

rupee. amounting to 
one-twelfth part: which 
I have assumed as in
cluded in the exchange; 

nr the out~turn would be &S. 6,19,04,762, instead of Rs. 5,71,42,860, 
a material increase. 

118. But the Government may decide, on information as to stocks 
in London, to extend 

Government, on information as to extent of silver operations: in that case 
Btook in London, may extend operations. 

they have the-

119. 5! p. c. Loan of R3. 10,20,16700," on which to finance. 
By offering to holders 

Can finance on the 5~ p. c. loan. 
By offering holders a bonus of one year's interest if a bonus of one year's in-

paid befo~e 30th NO\'ember next. .. terest if paid on or be-
Two·thIrds of loan may be antICIpated to respond, fore say 30th N ovem .. 

IIoIIlOunt seven crores. b t A . er nex '. ssummg 
that two-thirds of the loan be responded t:> by holders, in rough seven 
crores can thus be liquidated. For particulars as in out-turn and cost, 
see Appendix Statement No.4. 

] 20. From the large amounts that are 

Trust accounts are holden of large portions of Go· 
yernment loans, and one-third of loan may not be 
responded to. 

part " would not respond to the call. 

invested on "behoof of 
trusts" in the several 
Government loans. it 
may be assumed that. 
the remaining "third 

121. Therefore another loan of five millions sterling, invested 

Therefore five millions would suffice, with addition 
hom the reserve to payoff ihe aCllepting holden of the 
6i p. c. loan. 

in silver, supplemented 
by the Government 
silver reserve, would 
!!Uffice. seeing that the 

greater proportion of payments would be m Government Currency 
Notes. 
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122. A senous objection to the paying of this, or any loan, 
is the increased supply 
of bills on India, Ohjection to the paying off of any Government loan. 

Increased bills on India. 
which would be en-

gendered in the London market. 

123. For such of the stock (Rs. 4,20,73,000 per last returns of 
15th August 1876) as 
may be on the London Wouldbe:BOld In London in competition with Council 

Bills. 

form of "demand drafts," 
Bills." 

books, will assume the 
and be sold in competition with " Council 

124. A reference to the Public Debt 

Reference to Public Debt Office to give amounts 
held in London. 

of each loan held on the London books. 

Office * will furnish 
an idea of the compe
tition thus to be created, 
by giving the amounts 

125. Yet, as has been noticed, the assumed accumulated funds 

The accumulated balances of Indian Banks may suffice 
to meet extra hills. 

Arlde<\ to the sma1Jer requirements of the Secretary 
of State, owing to recent London loans. 

May not affect exchange as much as in ordinary times. 

in Lundon of tht Indian 
banking community, to
gether with the smaller 
total of Secretary of 
State's bills, owing to the 
late loans in London; 

may warrant the Government to assume that the competition may not 
be as telling on exchange as in ordinary times. -

126. It may be that the Government will decline to take the step 
The Government may decline to reduce paper cur. of reduci~g. the pa~r 

rency. currency : ill whICh 
Another proposal. case we would propose 

the following :-

127. Let its London loans be met by paying off in India an 

Payoff London loan by wiping out an equivalent 
amount in India of any of the 4 per cents. 

equivalent (or as near 
so as practicable) of 
any of the old 4 per 

cents. 

128. Much has been written about the impntdence of borrow
ing in London to meet 
the Secretary of State's 
drawings, as entailing 

Public opinion as expressed against policy of adding 
to national burden by fresh London loans. 

a burden upon posterity. 

• See " N otas to Appendix" for information on preaent enfaced Gm·ernment Pro. Note. 
for payment of interest,in London; aggregate amount on 15th 4ugust, 1:s. 13,00,08,';'12. 
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129. But it has evidently escaped notice that the Government 
. can payoff most part of 

The Government can payoff most of theIr 4 p. c. h' 
loans on giving a three months' noti!;e. t elr 4 p. c. loans, of 

which I give a sketch 
(vide Appendix) by giving the public a three months' notice. 

130. Therefore the Government can at any time equalize liabili-
. . . ties. by payincr off in 

The Goyernment can equalIze mdebtedness by paYIng I d' h t thO 
off in India what they may borrow in England. n Ia w a ey may 

borrow in England. 
131. Paras. 122 to 125 notice the objection, by the creation of 

The ohjection of these promissory notes as drafts, as 
being antagonisticai to Council Bills, again considered. 

.Met hy the increased funds held by banks in London. 
And little would be sold unless e1change were favor

able. 

bills on India, that it 
would influence a fall 
in exchange; but in 
addition to the in
creased available funds 
now in London, to meet 

these, there is the patent fact, that little or nothirg will thus come 
from England, unless" exchange be favorable." Holders will decline 
to part with their paper at ruinous rates. 

132. Such applies to a loan in which option is given to holders 

Applies to loans of fixed periods, such as the 5l- per 
cents. payment, if desired, before maturity, being 
optional to holders. 

of receiving payment, 
or not; as in the case 
of the 5! p. c.. loan, 
which is fixed for a 

period of years. . 
133. To prevent the possibility of payments to the English (or 

Plan to be adopted if desirable to stop English holders 
of pro. notes, frpm sending them as drafts into the 
London market. 

_Pay only Indian creditors. 
Insert a. clause in proclanIation. 

London registered) hold
ers, in view to the bad 
effect on exchange, it 
may appear advisable to 
the Government to only 
pay their Indian credi

tors. 'In which case a clause, something to the following effect, may be 
added to the Government proclamation :-

134. That OIl and after the expiry of ten days from date of 
proclamation. the books 

f~ dl~se [egist~rs, t~ndon and India, after 10 days of the Indian registers 
\ a e 0 proc ama 1 n. of loan No. --of __ be 

closed, as to transferring to the London registers, and vice versa in 
London, to the Indian registers. until further no lice. To prevent 
derangement in exchange, and transfers by aid of the telegraph wires; 
the notice should be given prior to the Government declaring their 
intention of paying off loans, which should follow after ., expiry of 
notice." 

But to prevent the public from suspecting the action of the 
Government and financing in these loans, which may be anticipated if 
thus specially notified, it would be better to simply stop transfers on a.ll 
the Government loans. 
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135. This will fix the amount that the Government will hav.e to 

Will fix amount of loan to be paid. 
And allow transfers in transit between India and 

England., and "ice rer6a, to be carried through. 

pay In India, and 
allow su('h transfer~ AS 

are in course of being 
effected, to be carried 

throug1l. 

136. Such notice to be telegraphed to England, and appear 

Notice to appear simultaneously in the London and 
Indian Government Gazettes. 

simultaneously in the 
London and Inliian 
Government Gazettes. 

137. All order in course of transmi8sion between India and 

All orders for transfers will therefore be effected. 

with. 

England, will not 
therefore be interfered 

13S. A good effect in paymg off their Indian creditors only, will 
be: from the accumu
lation of money, ttere 
will arise a" demand 
for Government paper 

From paying off Indian creditorl, money will accumu
late in India, Government paper rise, and corresponding 
paper be drawn from England. 

in India," that will send up prices, and draw paper from England. 

139. This will tend to lessen the interest drafts selling in London, 

Will lessen interest drafts and strengthen exchange. 

change, strengthen the rate. 

and, by withdrawing 
such medium of ex-

140. And from the Government meeting their payments mainly in 
Currency Notes, the 

And vMtly increase circulation of paper currency" '11 I' 
silver purchased being held in the reserve. Issue WI vast y 10-

crease, the silver pur-
chased being held as a reserve. 

141. Moreover, all the silver currency 

The imported silver, then converted into currency. 
rupees, when issued, will be a healthy and not a forced 
demand. 

issued to the public will 
he the result of a 
legitimate, aud not a 
forced demand. 

142. To sum up the result of a loan effected in London with 
the<;e objects in view, 
we find that the Go
vernment will issue 
paper in London, and 
pay its equivalent 
mainly in paper curren

Summary of results. 
The Government will pay their paper loan in London. 
By issuing paper currency here for the greater por-

tion. 
The silver purchased forming a reserve nearly equal 

to the issue. 

cy here, the silver purchased forming an ample reserve, and allowing of 
still further future expaniion of the paper currency. 
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143. The co~t to the Government ha:l already been shewn, as 

Cost has been shown as small under adverse circum· 
stances. 

Most likely will result in a profit. 

very small, under the 
most adverse circum
stances; and most likely 
will result in a profit, 

as the calculations hold equalIy good in this case, but the saving 
by the ri~e in exchange 011 Secretary of State's Bills is the main con
sideration. 

14 .... The Government will also have the opportunity (,,,hich may 

'{'he Government will lay in a silver reserve to paper 
currency issne at rates that may never again occur. 

Reaping the profit hitherto enjoyed by the trader. 

never occur ngain for 
year .. ) of laying in a 
stock of silver reserve 
to their paper currency 

at payin~ rates, reaping the profit.. which 
the merchant and banker to monopolise. 

heretofore it has permitted 

145. In brief, the price of silver can be raised. synonymous with 

Silver can be raised in price to any extent. 
And exchange. 
Depending on the action of the Government in making 

large or small purchases. 

or large purchases. 

exchange, "to any extent", 
a premium if need be, 
depending only on the 
action of the Govern
ment in making small 

146. In view to the history of the past, and the dearly bought 

Lessons taught by panic. 
Perhaps expedient for Government in future to 

similar purchases. 

lessons this silver panic 
has produced, it may 

make be a question with ,the 
Government if it be not 
expedient in the future 

When a low late warrants apprehension of losses on 
Council Bills. 

to occasionally make 
purchases of the :metal. when its low rate sllOuld wanant apprehensions 
vf seriolls losses on Council Bills. 

H7. The only drawback has been mentioned: these London loans 
increase· India's in

Drawback-IAndon loans increase India's indebtedness debtedness to England, 
to England. which policy dictates 

Increase in prices on Government paper in India, will d b k 
counterbalance, by causing a flow of paper from England shoul e ept uuder as 
to supply the place of the Indian loans paid off. much as possible. But 

\ the answer has also 
been givfon: wherever there is a demand, supplies are attracted: and 
to riecrease loans in India is to raise the prices, and cause paper to 
flow in from England and take its place. 

1 ~g. To ensure the issue of a loan in London to the best advan

Method to secnre the best rate for a loan in London. 
And to buy silver at the lowest. 

necessary. 

tage, and to buy the 
silver at the lowest 
figure, a few words are 

-----------------------------------------------
'St-atement No.3, Appendix, gives present position of EDglish holders of Indian loans. 
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H9. The silver will ha.ve to be purchased first, aDd as Se~retlv 
as possible; after th~ 
Government have de
cided how much to buy, 

Silver must be bought firat. as secretly as pOl!sible, 
after Government have ascertained stocks and decided on 
the amount to purchase .• 

and aggregate stock 
available for sale has 

been ascertained. 

150. One broker only should be 

One broker should be employed. 
Many engaged lead market to infer a demand. 
And holders keep for a rise. 

employed, as in the hands of 
many, holders assume 
a demand, and hold 
out for advanced prices. 

151. The trallsaction should be carried out in one day, for 

Transaction shonld be carried out in one day, or news 
will spread of India being in the market, and prices will 
adYance, the Government having to pay mnch hi~her. 

will hM'e to pay a high price, for what, if 
should be obtained cheap. 

directly the news spread 
that the Indian Gov
ernment are in the mar
ket, prices will advance, 
and the Government 

properly carried thruugh, 

152. The Bank of England will doubtless advance a loan on the 

Bank of En2land. or Home Government will ad"ance 
on silver, at market rates, for interest on demand loans. 

until such time as the loan has been effeeted. 

silver, (or the Home 
Government will meet 
payments) at the mar-
ket rate of interest, 

153. Directly the silver has been purchased, exchange will rise 

Silver purchased, exchange and Government paper 
will rise. 

along with ~ilver. and 
Government paper will 
advance. 

15 .... Then place the loan on the market, and it will fetch a 

Then place loan on market. and it will get a higher 
figure. . 

better rate. 

155. In view to the financial embarrassment of the Indian Gov

In view to embarrassment of Government: to obviate 
need of retrenchments, reduction of establishments: to 
give means to prosecnte public works: to restore the 
exchange value of the rupee, and lessen losses on sale of 
Secretary of State's bills, it may be needful to proceed 
further. 

ernment: to lesson the 
need for retrench
ments. and reduction of 
establishments -,- which 
means the crippling of 
the working powers of 
the G')vernment: to en

able the Government to carry through useful or necessary remunerative 
public works (now paralyzed or stopped from want of means): to 
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restore the value of the rupee to something like fair value in exchange 
between India and England; and to save as much as possible the 
l'erious 105ses on the sale of the Secretary of State's bills on this country, 
it may be necessary to still further proceed. • 

156. This \\ e may assume can be done by raising a loan in London 

By raising a London loan for £20,000,000 and in· 
vesting in silver. 

See Sbtement No.2, Appendix. 

for £:W,OOO,()OO (twenty 
million pounds steriing) 
and investing this sum 

in siher. 
157. Before commencing, it is necessary to state that the Govern

ment of India hold a 
The Government a holder of their own Promissory "Reserve" of their own 

Notes, to extent of Rs. 5.69,39528, being part of the Promissory Notes, ag
Reserve against issue of Currency Notes. Have been 
purchased .in the open market from the pu»lic, from gregat~ng Rs. 5:6~,39,528 
time to tune. Therefore must be considered as as ao-amst theu Issue of 
redeemed. Cu;ency Notes. State
IDent No.3 gives particulars. These promissory notes have been pur
chased from the public from time to time. and in considering the ques
tion of liquidating the public debt. such holdings must be deducted. 

158. Statement No.1 of the Appendix exhibits the Indian four per 

Indian 4 per cent loans payable after a 3 months' 
notice aggregate Rs. 37.17.23,557. Held by the pub ic 
in India Rs 32,34,41,464. Held by the public in 
England Rs. 4,82,82,093. 

cent loans, which can be 
paid off by the Govern
ment after a three 
months' notice in the 
Government Gazette. 

After deducting the Government holdinga these aggregate 
Rs. 37.17.23.557, of which there appearsa total, as held in India of 
Rs. 32.34.41,464. The balance of Rs 482.82,093 is held in England. 

159. Inferring that the loan be issued at Rs. 92 per Rs. 100 scrip, 

-From proceeds of London loan the Government can 
coin Rs. 2'2.85,71,430, and issue {,lIrrency Notes 
Rs.46,64,72,307. 

and silver purchased at 
an equivalent to ex
change at 1 s. 9d, (for 
demand drafts), the 

Government can coin currency rupees to the extent of Rs. 22,85,71,430. 
Now taking the Government basis of " 49 per cent. of Silver in 

Reserve" (as against issue of Currency Notes), the Government could 
issp.e against this sum, Currency Notes to the extent of Rs. 46.64.72.307. 

'\ 160. The Government would therefore be in a position to payoff 

The Government therefore can payoff all the 4 per 
cent. loans terminable after a 3 months' notice. Illus· 
tration upon an assume,l public demanu in payment at 20 
per cent. in Sil,er and 80 per cent. in Currency Notes. 
Results :-Ioans paid off Rs. 37, l7,23,557. Permanent 
annual saving of interest Rs. 61,73,290. Available for 
Public "'orks Rs. 1,14.20,000; allowing half of such to 
be payments in Silver and half in Currency Notes. 

the whole of the four 
per cent. loans, which 
are terminable after a 
three months' notice; 
or in other words. their. 
outlayofRs.22,95.65,217 
(see Statement No.2) 
could redeem all such 

promissory notes that present an aggregate of Rs 37,17,23,557. Assum-
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mg that the public take in payment of this sum, 80 per cent. in Currency 
Notes, and 20 per cent. in Currency Silver, we have as follows;-

Currency Notes, Rs 29,73,78,846 

" 
Silver, " 

7,43,44,711 
------

Reserve Silver, 49 p. c. ) 14,57,15,635 
as a&ainst Notes f ,. 

Silver ISSued to public 
" 

7,43,440,711 

Ra 22,00.60,3-1-6 
Taken from proceeds of loan .. 

" 
22,85,71.430 

Silver balance over, Ra 85,11.084 

This amount of silver could be expended on Public Works. Here 
it would be vain to speculate what proportion could be made available 
as against a note issue. The Government alone can form an estimate; 
but in view to the large masses of the working classes, who may be 
employed in their construction, we will allow the extravagant proportion 
of one-half in Currency Notes, and one half in Currency Silver. We 
therefore have Silver Rs. 57.10,000, plus Notes Rs. 57,10,000 = 
Rs. 1.14,20,000, leaving residue of Silver Rs. 27,97,900 in "Reserve" 
on the 49 per cent. basis. 

Resulls.-Permanent annual saving of interest, being the difference 
at 4 per cent. between the amount paid off and that borrowed, 
Rs. 61,73,290, and availaLle for Pubhc Works, Rs. 1,14,20,000. 

161. The assumptive demand for silver in payment of these loans, 

Illustration shewing results on an assumptive demand 
of 90 per cent. in ~otes and lO per cent. in Sil\'er. the 
allotment to Public Works thereby increased; standing 
a:t Rs. 3.68,67,000. 

which I have given at 
20 per cent of the whole, 
may be considered ex
cessive; and 10 per cent 
may reasonably be taken 

as an ample margin. On this basis of 90 per cent in Currency Notes and 
10 per cent. in Silver, we find-Currency Notes Rs. 33,45,51,201 

Currency Silver ,,3.71.72,3.')6 
Reserve as against Notes" 16,39,30.088 
Silver issued " 3,71,72,356 
Balance over " 2,74,68,986 

This therefore provides Rs. 3,68,67,000 for Public Works, half Notes 
and half Silver. 
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162. The Government of· India, having recently declared that 

The Government having recently declared that they 
will have to borrow money for Public ". orb, anotner 
illustration given; to pay ofl' the 4 per cent loans of 
183~·33. 18:l.~-36. 1842-43. awl 185-1-.55. They aggregate 
Rs. 22.70,09.980 Payments. 80 per cent Notes, 20 per 
cent Silver. Results. permanent annual saving of interest 
Rs. 3.84. /47, and 12 crorcs awl 60 lacs available for 
Puhlic 'Yorks, half bein!! in Silver and half in Notes. 
Payments, ou basis of '90 per cent Notes and 10 
per cent Silver, leaves lli!. 14,17.63000 for Public 
Works. 

o\ving to the state of 
the finances of the 
country, they will be 
compelled to borrow 
money for Public \Vorks, 
it may be necessary to 
provide a larger sum 
than herebefore appears. 
Therefore we proceed to 
demonstrate how the 

London loan. can be met by paying oft' its equivalent. or as near such 
as possible. tu leave the residue at the disposal of the Public \Votks 
Department. The Government can therefore finance upon the 4 per 
cents of 1832-33, 1835-36, 1842-43, amI 1854-55. These aggregate 
Rs. 22,70.09.980. 
Payments-80 per cent. in Notes and 20 per cent. in Silver. 

Notes Rs. 18,16,07,984 plus Silver Rs. 4.5"',01,996= Rs. 22,70,09,980 
Silverinreserve,Rs. 8,89,87,912,plusissued Rs.4,54.01,996-,,13,43,89,908 

Taken from proceeds of loanRs.22,85,7I.430,leaves. Rs.9,41.81,522 
in silver j thus available. Silver 6 crores, and 30 lacs, plus Notes 6 
crores and 30 lacs=12 crores, and 60 lacs, leaving the balance 
Rs. 3.08,70.000 in reserve, as against the issue of Notes RcsulttJ
Permanent saving of interest Rs. 3,84,747,. plus Rs. 12,60.00,000 
available for" Public Works." 

Should the public demand of 10 per cent. only for Silver be ad
mitted, the sum available for Public Works would be augmented to 
Rs. 14-,17,63,000. 

163. But again, the question has to be considered of the derange

Derangement in exchange considered, having reference 
to the English-held scrips assuming the form of .lemand 
drafts, and competing with Secretary of State's bills. 
On all the 4 per cent. capable of being paid off, they 
aggregate lli!. 4,82,82.093, and on the loans per previous 
paragraph Re. 3,19,21,493. 

"e~ous opposition to the sale of the Secretary 
the market, as to cause a fall in exchange. 

ment in exchange, which 
would result from these 
loan scrips which are 
held in England assum
ing the form of demand 
drafts, and creating such 

of Stata's bills, then on 

For these would amount to Rs. 4,82,82,093 on the whole of the 4 
per cents (noticed in ,paras. 157 tv 161), and on those mentioned in 
the pam. 162. to Rs. 3,19,21,493; and these figures may be more or 
less. when the Government may decide on taking action, owing to the 
constant transfers taking place in Government paper as between India 
and England, And this forms a serious difficulty with which to 
gmpple. 
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164.. Paragraphs 133 to 137 meet this difficulty, by assuming to 
only pay the Indian 
creditors, as standing on 
the Indian registers at 
the date of the proposed 
liquidation. 

Met by proposal'to pay the Indian holders only who 
possess Rs. 32,34,41,464 on all the 4 per cents, which 
can be paid on a 3 months notice; and Rs. 19,50,88,487 
on those as see para: 162. 

Illustration Xo. I. Payoff Indian holders of all the 
terminable 4 per cents. Assumptive demand being 
80 per cent. in notes and 20 per cent. in Sih'er, 
l68o\'es Rs. 4,95,00,000 for Public Works and per· 
manent anual saviug of inter0<5t Rs. 42,42,007. If a 
10 per cent Silver demand be admitted the Public 
Works would receive Rs. 7,15,20,000. Illustration No. 
2. Add Indian creditors of the 5 and 5r per 
cents, giving them one year bonus. Results. Pay. 
ments, 80 per cent Notes; 20 per cent. Silver; give 
permanent annual saving of interest Rs. 65.98,210. 
Allotment for Public Works Rs. 1,36,47,000. At a 10 
per cent. demand for Silver payments Public Worb 
would receive &s. 3,89,03,000. 

Such amount to 
Rs. 32,3~,41,4640 on all 
the 4 per cents capable 
of liquidation; and to 
Rs. 19,50,88,487, on 
those mentioned in para: 
162. Thus, the Govern
ment would have larger 
funds, if need be, for 
Public Works expendi

ture, than has been mentioned, by Rs. 4,82,82,093, and Rs 3,19,21,493 
respectively. 

ILL USTRA.TIONS. 

No.1, "To payoff the" Indian holders, If of all the 4 per cents 
payable after a three months' notice." Assumptive payments 80 per 
cent in notes, and 20 per cent in silver, Notes 25,87.5:l,171-Silver 
64688 9 93 {=Rs 32,34,~1,4640."Silver"againstnotes,12,67,89,0.53.Issued 

, ,,_ =RsJ9,14,77,:346. Taken from loan. Rs, 22.85,71,430. 
Leaves a balance of Silver of Rs. 3,70,94,084, for" Public Works. 

This will provide 2,47,50,000 Silver, plus 2,47,50,000 Notes= 
Rs. 4,95,00,000. leaving 1,21,27,500 as the 49 per cent reserve. 
Ruulu. Interest on the London Loan Rs. 86,95,652 

,. ,,4 per cents " 1,29.37,659 

Annual permanent Saving, Rs. 42.42,007, and the sum 
of Rs. 4,95,00,000, placed at the disposal of the P. W. Department. 
Should·we admit a 10 per cent. public demand for silver, the sum avail
a.ble for the Public Works would stand at Rs, 7,15,20,000. 
No 2. Supposing that the above prove more than may be necessary for 
the Public Works, we add the Indian creditors of the 5 and 5k per cent 
loans. .As pointed out in paragraph 120: ~rds only of these may respond; 
even WIth a proposed bonus of one year s mterest added to principal. 

2/3rds holders of the 5! per cents. • .. 3,99.6:!,467. 
Add interest one year's bonus 21,97,936 4,21,60,403 

2/3rds holders of the 5 per cents. 
Add one year's bonus 

31,65.333 
1,58,267 33,23,600 

Total 4,54,84,003 ---
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Paymenfs.-80 per cent Notes, Rs. 3,63,87,202, plus Silver 20 per 
cent, Rs. 90,96,800. -

Silver.-The reserve of 49 per cent Rs. 1,78,29,729, plus issued Rs. 
90,96,800-Rs. 2,69,26,529, taken from the balance as shewn in illustra
tion No.1, of 3,70,94,08!o, leaves available Rs. 1,01,67,555. Thus utilized. 

One-half Silver 68,23,500, plus! Notes 68,:!3,500-Rs. 1,36,47,000 

Reiults-Permanent Saving of interest on the 4 per cents" 42,42,007 
21,97,9:36 

1,58,267 
It " " "51,, 
" 'J " ,,5 " 

Total permanent Saving Rs. 65,98,210 

Amount placed at disposal of Public Works Rs. 1,36,47,000 

But premising that the public demand be only 10 per cent. in 
Silver payment of all these loans, the sum at disposal of the Public Works 
would stand at Rs. 3,89,03,000. 

165. Objection may be raISed that in view to the contemplated 
augmentation of the 
Currency Note issue, 
the 49 per cent basiB of 
Bullion Reserve will not 
be a safe one. I there
fore propose to consider 
how the silver proceeds 
of the London Loan 
may be utilized, bring
ing up the Bullion Re
serve to the average Re
serve of the Bank of 
England. This ranges 
to liabilities, at from 60 
I believe composed of 

Propo.alll to':being up the Silver Re8erYe en the pres
ent, and contemplated extended issue of Currency 
Notes, from 49 per cent. a& obtaining at present, to 
that of the Bank of England. The Reserve of Prom
issory Notes as against present issue of Currency 
Notes stanus at -U;'4 per cent. Illustration No.1. 
Permanent annual interest saved Rs. 42,42,007 Public 
'Works allotment R,. 1,00,00,000, Bullion Reserve raised 
from Rs. 49, to 60'09 per cent. Illustration No 2. Perma· 
Il,ent annual interest saveu Hs. 4,90,731. Allotment for 
Public Works Department 7 crores. Bullion Reserve 
raised from 49 to 63'425 per cent. At 20 per cent Silver 
payments, Reserve would stand at 60'946. The Govern· 
ment Reserve of their own l'romis50ry Notes equivalent 
to Rs. 48-4 per cent as against total of Paper Currency 
issue. These Notes at market rates, together with the 
Silver, form a Reserve of 97'4 of total issue., 

to 62 per cent; but a. considerable portion is, 
Deserve notes. 

It here is necessary to point out, that in addition to the Silver Re
serve, the Government possess the additional Reserve of their own 
Promissory notes, which we have seen aggregates Rs, 5,69,39,528. 
Therefore on their present presumed issue of 12 crores. we h~ve Bul
lion 49 per cent. plus Notes 5,69,39,528. (plus 2 per cent premIUm, pay 
averacre present market rate on the whole); equivalent to 5,80,78,319 
mark~table value of the notes, plus Silver Reserve ;"i,88,OO,OOO= 
Rs.11,68.78,319 or 97'4 per cent of total liabilities. In dealing with this 
question, no allowance has been made to bring up the Promissory Note 
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Reserve which now stands at 48'4 per cent of the whole. But it is 
obvious that the Government, when paying off these loans, may from 
such, set aside a sufficient amount of paper to bring up their note 
reserve to. present limits, or beyond these. With these remarks we 
proceed to illustrate the position. 

No, 1. Take the data of illustration No.1, in preceding 
paragraph. 

90, p. c. Notes 10 p. c. Silver 
In payment of a.ll the 4 p. c. 29,10,97,!l18 3,23,44.146 
"Public Works" allotment. 50,00,000 50,00,000 

Issue of Notes, plus Silver. 29,60,97,318 3,73,440,146 Deduct from, 
Add present issue of Notes. 12,00,00,000 22,85,71,480 Proceeds of loan. 

Total i~sue of Notes. Rs. 41,60,97,31819,12,27,284 Balance of silver. 

The balance of Silver, Rs. ] 9,] 2,~7,28f., pIns present reserve of 
5,88,00,000=Rs. 25,00,27,284, equivalent to 60'09 per cent on the 
aggregate issue of Currency Notes. 

Results.-( 1.) Permanent saving of interest, Rs. 402,42,007. 
( 2.) Bullion Reserve raised from, 49 to 60'09 p. c. 
( 3.) Allotment for Works, Rs. J,6)O,O(},OOO. 

At a public demand of :W per cent for Silver payments, the "Bul
lion Reserve," would be 50'725 (say 56t) per cent. 

No.2. Payoff the Indian Creditors of the 1842-43 and 1865. 

Loans, aggregating, ... Rs. 22,96,59,577. 
Notes 90 p. c. Silver 10 p. c. 

Payments, 
P. W. allotment, 

20,66,9:3,619 
3.50,00,000 

Issue in Notes & silver. 24,16.93,61!l 
Add present issue of notes. 12,00,00.000 

2,29,65,958 
3,50,00,000 

5,; 9,65,958 Deduct from, 
22,85,71,430 Proceeds of Loan. 

The issue of Notes Rs. 36,16,93,619 17,06,05,4,72 Silver Balance. 
The balance of Silver 17,06,05,472, plus 'present reserve 5,88,00,000= 

Rs. 22,94,0.5,472, equal to 63'425 per cent (close upon 63~) Reserve of 
Silver, as against the aggregate issue of Currency Notes. 
Results ( 1 ) Permanent annual Saving of interest Rs. 4,90,731. 

( 2 ) Bullion Reserve raised from 49 to 6:)'4.25 per cent. 
( 3 ) Allotment to Public Works (seven crores) Rs. 7,00,00,000. 

If the demand by the public for payments in Silver be taken at 20 
p. c. the" Bullion Reserve" would stand at 60'946 per cent. (nearly 61). 
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166. It may be necessary to explain :.he nature of the proposed 

Nature of proposed London loans. One of two kinds, 
1st, a silver Joan, payable to Government in gold in 
London. issued in ecrips of Rs. 100 for every payment 
of Rs. 92 at par = £9,4.,. or, say, loan issued at 92 per 
)00. To be payable, in silver, in India, on maturity. 
Date of payment, after a three months' notice or for a 
fixed period. Loan transferable. as between England and 
India. 2nd, Gold loan. To be issued in scrips of 
pounds sterling, interest payable in gold in London: 
when paid off, to be in gold in London. 

loan or loans in London. 
They may be one of two 
kinds. Either a "rupee 
loan" paid to the Go
vernment in gold, in 
London, issued in scrips 
at the assumptive ratio 
of a 100 Rs. scrip for 
every Rs. 92 paid in gold 
at par=£9, 48: Interest 

at 4 per cent. to be paid by drafts to be granted on Calcutta. When 
liquidated, to be paid in India in silver, subiect to the Government 
notification. Date of payment, a fixed period, or on a three months' 
notice, as the Government may decide upon. And transferable to the 
Indian registers. In other words, a loan similar to any of the ordinary 
Indian 4 per cents, with· only this difference, that it be issued in London 
instead of Calcutta, and the Government will there receive the equiva
lent in gold, instead of, as in this country, in currency silver. Or a 
gold loan. to be issued in London in scrips of pounds sterling: interest 
payable in London in sterling: and, when liquidated, to be paid off, in 
gold (or pounds sterling) in London. 

167. My own views incline to the first named. and on the 
following grounds: 

1st. That a rupee loan may be expected, in a large measure, to 

Advantages of "a silver loan" payable to Government 
in gt>ld in London. 'ViII in large measure be taken up 
by Indian banking and commercial firms, either for ex
change, or as a reserve. to be held in India or England. 

Concomitant reductions in Indian loans will draw 
large portions to India. Thus lessen the interest drafts 
which compete with the Secretary of State's bills as 
remittances to India. in the London exchange market. 
Will be paid off in India in silver. 

0: India, wherever commerce or exchange 
presence, as a borrowing or stock security, 

be taken up by Indian 
banking and commer
cial houses, either as 
an exchange medium 
(where these transfer
able loans are largely 
dealt in), or, as affording 
a reserve capital that 
can be held in England 

operations require their 

2nd. That the concomitant reduction in the Indian loans· will 
draw much of this paper from the London market to India, and 
therefore reduce the interest drafts which sell in London, in competition 
with the Secretary of State's Bills. 

3rd. 
silver: 

That when paid off, it is 80 done in India and in currency 
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168. A gold loan, on the other hand, will command a much high

A gold loan will command a higher rate of i88ue. 
But when paid, must be paid in gold, by means of Sec
retary of State's drafts; such will derange exchange, and 
be effected at a heavy sacrifice. Interest must also be paid 
in gold by Secretary of State's Bills; interest per annum, 
£869,565, equal to 5: per cent. on the 15 millions of pre
sent drawings. or an iucrease on that figure of 5t per cent. 
annually. Not transferable to India, therefore has no 
elasticity; the interest will be an immoveable dead weight 
on the London exchange market, until date of maturity. 

er figure in the market, 
but it is the one and only 
advantage that it will 
possess. For. to meet 
its annual interest, the 
Secretary of State will 
have to'draw bills over 
and above his present 
requirements of fifteen 
million pounds sterling, 

to the extent of £869,565, equivalent to an increase of 5'8 per cent. 
(say 5i). And when he pays it off, the magnitude of the sum that ha 
will require to draw on India, will derange exchange, and the trans
action will be effected at a very heavy sacrifice. Not being trans
ferable to this country, the loan will mainly be in the hands of English 
capitalists; and lacking the necessary elasticity, the yearly charge for 
interest will remain as a dead weight, to be yearly provided for by 
Council Bills, until maturity. 

169. If we turn to Statement No.3, of the Appendix, we find 

Statement No.3, Appendix, Indian and Englieh bond 
holders. England holds over 13 cr"res of aggregate of 
Indian loans, equal to 18'348 (say 18t) % of the whole, 
or 19'95 (say 20) % of the total holdings by the public. 
The interest per annum over 60i lacs:£605,631. 

Equal to 1·25th of the annual drawings of Secretary of 
State's Bills, taken at 15 million pounds. Such interest 
is not included in the Secretary of State's Bills, but 
sell as drafts bearing an equal status in the London 
market, in opposition to Secretary of State's Bills. 

the relative proportions 
of holdings of the sev
eral Indian loans, as in 
India and England; a 
few facts are noticeable. 

1. England holds 
over thirteen crores of 
the aggregate; equal to 
18'348 (say IS!, % of the 
whole, or 19'95 (say 
20) % of the total hold
ings by the public. 

2. The interest on 
this sum, amounts per 

annum to over 60t lacs (£605,631), which is equivalent to I-25th 
of the 15 millions of Council Bills. Not that the interest is included in 
these drawings; on the contrary, it assumes a competition in the London 
market against Council Bills; being in the form of independent drafts, 
drawn by the Government on India, selling with the same status as 
Secretary of State's Bills, but in opposition. The interest on the pro
posed loan of £:W,OOO,OOO (£869,565) brings the competition up to 
9'83 (over nine and three-quarters per cent.) as against the 15 millions. 

170. It will therefore be seen that a rupee loan, issued in London, 

Interest on proposed loans, £869,565, brings the com
petition up to 9'83, over nine and three-quarters p. c. 

A rupee loan issued in London is the better, because 
the element of supply of Government issued drafts seIl
ing in opposition to its own Secretary of State's Bills, 
will be mainly removed, by a rapid transfer of the 
greater part of the London Loan to India. 

is the more advisable of 
the two: as it is not un
reasonable to infer, that 
the greater part will find 
its way to India, and 
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thus nearly entirely withdraw this element of supply, which in London 
is an active agent in depressing exchange. 

171. An objection ma.y be made against this measure, that the 
Government, by paying 

Objection may be raised that the Go,""ernment hy paying off these four per cent 
off these roans will be breaking faIth with the pub.ic, I '11 be k' 
and cause hardship and inconvenience to investors oans. WI brea mg 

. faith with the public, 
and that,it will cause much inconvenience and hardship to investors. 

172. A more weak one could scarcely be raised: The Government 
did not consult the con-

A weak one. The Government. on borrowing, did venience of the public, 
not consult the public, hut their own convenience, aud b h' h h 
if the public, with a three months' notice before it. fancy ut t elr own, w en t ey 
to give such securitiel$ a premium, they did 80 at their became borrowers, and 
own risk. having stipulated the 
right to payoff these loans after a three months' notice, if present 
Investors. with such notice staring them in the face, choose to buy in at 
a premium, they did so at their own risk. 

173. But apart from this, as investors may ask, 'What are we to 
do with our money? 
The reply is, Buy other 
Government securities 
if you still want Gov
ernment security for 
yonr money. But they 
will say, the return will 
now be so poor, ~ince, 
owing to this action of 
theGovernment,all their 
securities have risen 

What to do with the money uncapitalized? Buy other 
Government paper; or if price be materially raised owing 
to such dispiacement,-Suggestion to Government to 
raise limit of an account in their Saving Ranks to Rs. 
10 ()()(\ ; and remove the restrictive rules introduced in 
1872 that have caused balances t" decline in the Presi
dency towns. Returns since 18.2, for Presidency Savings 
Bauks of Bombay, Calcutta. and ::\Iadra!\ ; called for to 
prove assertion and declinin~ prosperity. Amount of 
uncapitalized funds that can thus be invested larger than 
Buppo~ed. Granted the increased maximum, and a 
married man with six children could fund Rs. 80,000. 

to such a figure, that the interest we will receive upon our money will be 
very much under four per cent. Now is the time for the Government 
to receive their money, in a different manner, at a smaller rate of 
interest, 3i per cent, and with the object in view to clear off, as far as 
possible, their other loans. Suggest to them the" Government Savings 
Banks." Advance the maximum of an a:!count to Rs. 10,000, and 
remove the restrictive rules published ill 1872, which has caused the 
b, 1an~s to decline most seriously in the Presidency towns. Let the 
Go ;ernment call for a Return of the Savings Banks of Calcutta, Madras? 
and Bombay, sinee 1872, to prove my' assertion; and view the declining 
balances since that period, in juxta-position with the flourishing progress 
of previous years. I am aware that a smile may be raised at my ex
pense, in view to the poor amount that thus may be utilized, even if the 
Rs. 1O,OIlO be conceded, as against the large sum thrown out of em
ployment. But it may not be known that, with this concession, a 
man might invest, not only in his own name, but in his wife's and 
all his children's; so that a married man with six children could fund 
Rs,80,000. 
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But, I may be asked, if creditors be thus paid off, and again taken 
an by means of the Savings Bank, farth",r than the saving of the 
quarter per cent. interest; the Government stands indebted as before, and 
the benefit is but small. Yet it cannot be inferred that the whole of 
such payments will find their way into the Savings Bank; a portion 
only; the rest will find other means of employment. And to employ the 
actual amount thus funded in the Savings Bank, can be effected in several 
ways. 1st-By the Government purchasing their own promissory notes in 
the open market. 2nd-By their buying first-class Banking or Mercantile 
Bills. remitting to England; with proceeds investing in silver, bringing 
such to this country, and paying off other loans; thus, as a periodical 
purchaser of silver in the London market, influencing an advance in prices 
synonymous with exchange. 3rd-By investing in remunerative Public 
\\' orks ; which ever presented the most favourable features at the time. 

174. Apart from this, India offers a vast tield for the capitalist. 

Other investments. India a vast field for the cap· 
italist. only waits development; Tea, Jute and Cotton, 
with industries, in infancy or Dot commenced, only want 
capital to give handsome returns. Would render India 
mure independent ef Bnglanu, lessen imports, swell inland 
revenue, increase tra.le balance against Ell!;land, and thus 
give better exchange to ~ecretary of State's Bills. Also 
stimulate traue, revive droopings stocks, and benefit the 
country and Government aiike. 

Her resources only want 
development to in
crease enormously: and 
Tea, Jute and Colton 
Mills, with numberless 
other industries, in in
fancy, or not yet com
menced, wait but the 
power of capital to 

give a handsom.e return to the investor. These would tend to render 
India more independent of England, thus lessen imports, swell inland 
revenue, and by increasing the trade balance as against England, give a 
better exchange for the Secretary of State'f1 Bills. Therefore, to throw a 
large sum of money, now locked up in Government Securities, on the 
market, would stimulate tradE, reviv(' the present drooping stocks (now 
unduly depressed), and bene tit the country and Government alike. 

175. As the question of the yearly. increasing indebtedness of 

India's yearly. increasing indebtedneSli to England a 
serious question. 

Any measure to decrease this, worthy of attent;on. 

of attention. 

India to England is a 
"ery serious one, any
thing to gradually de
crease such, is worthy 

176. Apart from the general received "iew, that this can best 

The general received opinion. 
India to be made self·reliant, by making her own 

railway, military, machinery, ann commissaflat stores. 
Thus lessenin~ Secretary of State's drawings. 
Is the tnle solution. 
Something else can he done by paying off all Govern· 

ment loans. 

be done by making 
India less reliant on 
England, by produc. 
iug military, railway, 
machinery, and commis
sariat stoles; thus 
lessening the demands 

that have to be met at present by the Secretary of State's Bills: and 
which is the true solution, something more can be done by,-
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177. "Wiping out all the Government loans." This can be done 
gradually, and by aid of 

B~ the smallest depart~ent o~ Government. the smallest enmne now 
Llberal trcatment and tlDle Will effect object. d b I:>G~ 

possesse y overn-
ment; but that only requires liberal treatment and fostering care, to, 
in time, effect the object. 

178. I allude to the .< Savings Banks of 

The Savings Banks of the Governmedt. 
Instituted by the East India Company. 
For use of Its servants. 
Operations limited for many years. 
Recently the public have been admitted. 
Views of the Government prior to Lord Northbrook's 

Viceroyalty, favorable to development. 
Views then modified. 
Owing to India's then favourable position. 
The Treasuries full. and the Government not desirous 

of increasmg indebtedness. 
India now in a difierent position. 
The Government ::;avingB Bank in Calcutta. of which 

the writer was in charge for over 7 years. embraced Ben· 
gal, N.~'V. P., Punjah, Burmah, and India Proper. 

With those of Bombay and ;\ladraa. . 
If developed on liberal basis. 
'Viii afford means whereby to extinguish debt of India. 
This a growth of years, but-
Possessing the savings of 300 millions of people. 
Not an extravagant estimate. 
Views to increase deposits and accounts. 
Raise rate of Interest to 4 per cent. 
Increase maximum of an account from RII. 2,500 to 

Rs. 10,000. Open branches at all treasuries. Grant 
greater facilities in paying in, and withdrawing, deposits. 
If the increased rate of interest be disallowed, the other 
measures might he permitted, and a large influx of 
money would !low into Government Treasuries. 

the Government." Estab
lished by the East India 
Company for the lise of 
its servants only,its oper
ations were for many 
years on a very limited 
scale, and only recently 
have the public gener
allythroughoutthecoun
try been admitted as 
depositors. Prior to the 
advent of the late 
Viceroy to this country, 
the views of the Gov
ernment were, I believe, 
favorable to its encour
a~ement; but these 
VIews were modified, 
owing, as I understood 
it, to the favorable posi
tion that India then 
occupied as regards her 
credit and resources; 
and restrictive rules 

Practical proof in the !:'aving,; Bank of the East Indian 
Railwav ; established 1866; in 1871 had over 1200 
accounts and three lacs of c!eposits frem their own ar~ 
tisans only. The late Secretary of the Bank of Bengal 
a warm supporter of the writer's views. The writer 
introduced reports on the Savings Bank to draw Go~ 
vernment attention to this Department. His measures 
to throw open the Savings Bank in the country to the 
public, and to raise the maximum of an account from 
R. 1~ to Rs. 2500 au opted. 

'. 'he latter led to an expansion of three~fold deposit. 
in 81X years. 

were passed which tend
ed to reduce deposits. 
For then her treasuries 
were full, and the Gov
ernment were not de
sirous to increase her 
indebtedness. Perhaps 
these views may now be 
modified. At least, after 
an experience of over 
seven years in charge of 
the Government Savings 
Bank in Calcutta (which 
embraced Bengal, the 
N orth-West Provinces, 
Punjab, Burmah, and 
India Proper,) I can 

He also suggested that the general public be admitted 
as depositors throughout the country, where formerly 
Government employees only were permitted; and which 
was ,adopted in the opening out of District Savingll 
Banks. 

Brief extract from one of the writer's reports on 
this subject. The Rs. 1500 limit, reached it height 
after 30 years, in a maximum of Ra. 10,4:1,150. The Rs. 
2,500 not expected to exceed 40 lac.,; and is too small 
for old uepositors, who often after obtaining this maxi
mum, purcha.'e Government paper and retire. 
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The purchasing power of money smaller in India than speak as to the vast 
Englaml, and prices of commodities yearly increasing. field which only requires 
Therefore the need for greater accommodation for development, and liberal 
similar clA-Sses here, to in England. The Government can 
utilize Savings Bank money by purchasing their own views to expand (with 
PrC': Notes in the open market, as is done in the Paper those of Bombay and 
Currency Department, thus in part save interest. Madras) into an I~stitu-
tion possessing funds sufficient to extinguish the whole debt of India. 

This I know will only be a growth of years, but, with the saVIngs 
of 300 millions of inhabitants, I am not extravagant in my estimate, 
viewed with the published returns of the progress of similar institutions 
in Great Britain. Should the subject be worthy of the Government 
notice, the Report attached will give my views on the subject .. These in 
brief are :-"To raise the rate of interest from 31 to 4 p. c. Increase 
the maximum of an account to Rs. 10,000 (from Rs. i,500). Open 
Savings Banks at all the Gm"ernment Treasuries throughout the 
country. Grant greater facilities in paying in, and withdrawing, deposits 
ill the Mofussil." Should the increase in the rate of interest not be 
acceded to, at least the other measures might, and a large influx of 
money into the Government Treasuries would ensue . . 

As a practical proof, and in answer to those who may consider such 
proposals as" chimerical," I have only to point to the East Indian Rail
way Savings Bank, which is self supporting. Deposits being invested in 
their own Government guaranteed 5% stock, pay all expenses, and leave 
a small margin of proll t to the Company. Prior to the opening of this 
Institution, the then cashier was sent to the Bank of Bengal for in
formation, and to see the workiI!g of the Government Savings Bank 
(of which I then was in charge); and the views I here propound, were 
those I then stated to him. The East Indian Railway adopted the 
Rs. 10,000 maximum, and the four per cent. rate. I have no recent 
return of this Institution, but quote from my Report· of 1871-72. 
Confined as its operations are to its own employees only, yet, " (establish
ed in 1866) the East Indian Railway Savings Bank already possesses 
about 1200 accounts, and over three lacs of rupees, in deposits." 

I may mention that, on first assuming charge of the Savings Bank, 
I pointed out to the late able Secretary of the Bank of Bengal, (Mr. 
George Dickson) how this neglected Department miglit be utilized to 
the material advantage of the Government; and he was an advocate ot 
my views. I was the first, by introducing an ,. annual series of reports," 
to interest the Government in this branch of its business. I also sug
gested that the general public be admitted as depositors throughout the 
country, where formerly Government employees only were permitted, 
and which was adopted in the opening out of the District Savings 

• This Report. ol\;ng to the cha.nged views of Government, to which I han 
alluded, was not 8ubmiited. 
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Banks: an(l I induced the Government to raise the maximum of an 
account from Rs. 1,500, to Rs. 2,500, which led to an expansion of oyer 
three-fold in six years in the Calcutta. Branch. I quote from the 
Report before mentioned, in reganl to the proposed advance in the limit 
of an account to Rs. 10,000. 

"After a growth of tllirty years, the Rs. 1,500, limit to an account 
reached its maximum in 1 ~63, at TIs. 10,43,150, and the Rs. ~500, 
I hardly think will go beyond 40 lacs." 

" It is of consequence to meet the requirements of old depositors, 
who are the back-bone of the Bank, by advancing the limit. The 
maximum, Rs. 2,.500 is too small for an old depositor, who often will 
invest in Government paper and retire altogether, when his maxi
mum has been reached. Again, the purchasing power of money 
is not on a par with Great Britain, and prices of commodities are 
yearly advancing; as a conseqUt~nce, more accommodation is re
quired to lay aside money for the future in this country, than would 
be the case with similar classes at home." 

The Government can also utilize the Savings Bank balances, and 
in great part pay its expenses, by purchasing. and thus redeeming, their 
own promissory notes in the Indian market; similarly to the practice 
obtaining in the Paper Currency Department; thus displacing paper, 
causing the price to rise, and drawing supplies from England; which, 
in the interest of the Secretary of State, has been seen to be of so 
much consequence. 

_ 179. Conclusion. It is evident from the furegoing remarks, that 

Conclusion. 
The Government can finance equally well by paying 

oft' any of the other loans 5t or 5 p. c. Debentures, or 
4t p. c. cents, by giving a bonus to holders; the profit 
would be more than in the case of the 4 per cents. :Main 
question must not he lost sight of. Not Ihe loss or gain 
h b~'ing silver, but that in raising the 'Price it steadies 
el ~h~ge, and lessens the losses on Secretary of State's 
dr .. willgs. It also saves the interest on expunged loans, 
or can be used to develope Public \Y orks, of a remunera
tive nature, now inert, abandoned, or deferred. 

the Government can 
finance ef/ually well. in 
counterbalancing it Lon
don loan, by paying off 
any of the higher rated 
interest loans; such as 
the 5! and 5 per cent 
Debentures, and 4k per 
cents, by given a bonus 
t,) holders to part with 
their securitIes befure 

maturity; and the saving arising out of such transactiuns, would be 
greater than in dealing with the four per cents. 

Again, the question to be considered, is not the loss or .gain " in 
primarily purchasing silver," but the after-consequences that would 
ensile in .. raisinO' the price of that metal" and steadying exchange, by 
which to lessen the heavy losses on the Secretary of State's d~awings. 
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The profit mnst here be looked for; and in the I. saving of interest by 
extinguishing other loans"; or again, by providing the means to prose
cute usef'll, necessary, or remunerative Public Works, now inert, 
abandoned, or deferred. 

CLOSEBURN, 

Simla, 29th .Auflult 1876. 

D. P. STUART-MENTETH. 

NOTE TO READERS, 

English equivalents of Indian Currency. 

1 Rupee equal to Two shillings. 
10 do. do..£ 1 sterling. 

100 do. do." 10" 
1,000 do. do." 100 .. 

10,000 do. do. " 1,UOO " 
t One lac) 1,Ou,OOO do. do." 10,000 ., 

(One crore) 1,00,00,000 do. do. ,,1,000,000 " 
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STATEMENT No.1. 

The 4 per cent loans of Government, payable after a three months' 
notice, debt as on 16th August 1876. 

Amount held I Amount held Amount held 
by the public by the public by Govern· Totals. 

in India. in England. ment. 

Sicca Rs. of 1832.33 ... 1,08,55,787 14,65,493 ... 
I 

1,23,21,280 
Govt. 

" 
1835·36 ... 2,80,86,400 31,51,600 ... 3,12,38,000 

" " 
1842·43 ... 10,13,06,600 1,63,88,600 2,70,00,000 14,46,95,200 

" " 
1854·55 ... 5,48,39,700

1

1,09,15,BOO, ... I 6,57,55,500 

" " 
1865 ... 12,83,52,977 1,63,60,600,2,91,80,223 17,38,93,800 

--.- I 
32,34,41,464[4,82,82,093

1
5,61,80,223,42,79,03,780 

STATEMENT No.2 . 
.A. 4 per cent Loan in London of 20 million pr:JUnds sterling, invested in. 

Silver, probable oufrturn. 

Details. 

• 

To 20 million pounds sterling issued at 92 cost... 
To 3 months' interest on 21,73,91,304 at 4 p.c. per 

annum; time allowed to Public ... 
To charges for issuing Loan and on purchase and 

shipment of silver to India, say, 5 per cent on 
£20,000,000 

By purchase of £20,000,000 in silver, assumed at 
a rate equivalent to exchange at Is. 9d. demand 
bills, out-turn 

By balance being loss on transaction 

Amount. 

Dr. Cr. 

21,73,91,304 

21,73,913 

1,00,00,000 

'" 22,85,71,430 
9,93,787 

Total, Rs. , 22,95,65,217 22,95,65,217 

* H.B.-No allowance has been made for the one· 
twelfth part alloy to a rupee, presumed to be part 
of the out· turn ; or the out·turn in rupees would be 
Rs. 24,76,19,060, giving a profit of Rs. 1,80,53,820 
after the silver has been minted, less mint charges. 

-tggregate of the 4 per cent Loans held by the public, 
and payable after a 3 months' notice. 37,17,23,557 

Assumed that a loan of 20 rnillio1l3 would pay these, 
the silyer forming the reserve being ample to meet 
payments, which will principally be in Currency 
Notes. 



STATEMENT No.3. 
Indian Governme"lt Loans, shewing the amounts held in India and England. with the Interest payable in London by 

Drafts on India; figures and tables adduced out of returns from the Public Debt Office, dated 15th August 1876. 

Amount ! Amount I Amount 1 Total 
held Ly the held by the h Id b G . I aggregate 

puLli? in I public in \~erru!en~ of Indian 
Inella. England. Loans. 

Description of Loans_ 

P f Per cent. p er cent 0 of Loans er cent 
Loans helJ held by ,of Loans 

by the th b held by 
public in 1~ ~u - Govern· 

I d · lC ill n lao E I' d ment. ngan . 

Total. 

-----------------1-------
1 3l per cents. of 1853-54 ... 5,96,400 55,600... 6,52,0001 91'411 8'589, ... 100' 

4 p. c. Sicca Rs. of 1832-33... 1,06,;;5,787 14,65,493' ... 1,23,21,2801 88'106 '.1 .. 1.'.8.941' ... 100' 
4 " (stock) of 1853-54... 1,Zl,84 3~)3 . ...... I ... 1,23,84.393 100' I ... 100' 
4 " of 1835-36 ... 2,80,86,400 31,51,600 ... 3,12,38,000; 89911 10'089 ... 100' 
4 " of 1842·43 ... 10.1:106,(;00 1,63,88,600 2,70,00,000 14,~6,~~,:001 70'014 11'326' 18:':6:601100' 
4 " of 1854-55 ... 5,4S.:l9,700 1,0.9 .. '.1.0.-,800

1 

...... I 6,a7,oa,aOOI 83 399 .~~.·.~Oll 100' 
4 " Mysore Family Loan t 24.33,560 24,33,5601 100' I 100' 
4 " of 1865 ... 12,8:152.9;; 1,63,60,600 2,91,80,22~ 17,3S,~~,8001 73'812 9408: 16'780i 100' 
4~" of 18-;0 ... 1,47,77,465 35,79,900 535 1,83,al,9001 80'496 19'5011 '003 100' 
4!" of 18i! ... l!1,G2,000 2"li.000 .. -I 22,19,000

1 
88418 II'582

1 

... 100' 
4~" of 1872 ... 10,0(,.08.730 2,94,31.8001 7,58,770 13.07,99,300

1 
76-919 22'501 '580 100' 

5t" of 1839-60 ... 5,99,43,700 4,20.73,000 ... 10,20,16,700
1 

58'759, 41'241, ... 100' 
() "Debentur~s (10 years) 1867 20,62,000 28,94,000 ... 49,56,000

1 

41'6 55~_4002561 ... 100' 
5" do. (15,,) 1867 21.,86,000 33.17,000 ." 60,03,000 44'744 U I " 100' 

Interest 
per annum 
payable in 
London: 

RIillARKS. 

1,946 t Opener! for the benefit of the 
II 58 ,620

1 

"Princes of the Mysore Family" 
... and being gradually reduced. 

1,26,064 § Paid uff. Bears no interest. 
6, 55, 544i Undergoing gradual reduction, 
4,36,632,' as outstandings are presented for 

... payment. 
6,54,424, H Loan being in Sicca Rupees, 
l,61,095 i the interest will slightly be in 

11,565 excess of figures. 
13,24,431 
23,14,015 

1,44.700 
1,65,850 

1,328 
92 

4 " of 1824-25 2.84.827 33,173 3,18,0001 89'5681 10'432 ... 100' 
4 " of 1828-29 1,01,6.)4 2,346 ::: 1,04,000 97'744: 2'256, ... 100' 
{) " of 1836-57 ! • § 2.83.500 82,800

1

1 ." 3,66,300

1 

77396

1 

2'2'604

1

! ". 100' ... 
5 " of 1854-55 5 § _ 73,500 __ ._,,_ .. ___... 73,500 __ 1~,~ __ "_'_I~ __ '_"_ 

RB. ... 52,16,39,193 13,00,08,712 5,69,39,528 70,85,87,433 73'6171 18'348 8'035 100' 60,56,306 

Summary. 

3l p. c. Loans 
C: H " 

4i" " 
5 " " 
5~" " 

-----I---__ ~I----.- -------------------

... 5,96,400 55,6001 ... I 6,52000, 91'4J 8'589
1 

... 100' 1,946 
.. _ 33,86.45,898 4,8.'1.17,612' 5,61,80,223 44,31.43,733: 76'419 10'903 12'678 100' 19,32.704 
... 11,73,48,195 3.32.68,7001 7,59,305 15.13,76,2001 77'518 21'98 I -502 100' 14,97,091 

51.03,000 ~2,~3,8001 ... I 1,13 98'~1 44:Z9 1 55:21, ... 100: 3,10,550 
... 5,9\),43,700 4,_°,13,0001 ... '10,20,16,100: 58 159 41241 .. _ 100 23.14,015 

1----1·-----. - 1---1--1--.------
... 52,16,39,193 13,00,03,712

1
5,69,39,528 70,85,87,433\ 736171 18'348

1 
8'035 100' 60_,<>_-6_,3_06_. __________ _ RB. 

:N, D.-I. India has borrowed on ti:e ag!!Tegate total of her indebtedness, at,-
3t per cent, an equivalent to '092 per cent. of her totalliaLiiities. 
4 62'539" 
4t 21'3()3 " 
(; " 1'(i09" 
5i" .. }4'397 " 

" 
" 
" " 

Total 100 
2. Her creditors in India hold 81'(i52 per cent. say 8It per cent:of her loans 

" England ,,18':,48 " ,,18t " 

Total... 100 
3. Bnt of her Indian creditors, we haTe seen that GOl'emment ranks at an 

equivalent of 8 per cent. 
Therefore India is virtually less indebted by this sum of Governme)lt holdings. 

and in considering her position these reductions must be deducted. The following 
is the position :-

Aggregate total of Indian Loans 
Deduct the Government holilings 

Amount held by the General Public 

Indian Creditors, of this aggregate, hold 80'05 per cent. = .. . 
English" " 19'95 " " = .. . 

Rs. 70,85,87,433 
" 5,69,39,528 

Re. 65,16,47,905 

" 52,16,39,193 
" 13,00,08,712 

Rs. 65,16,47,005 

Therefore English creditors possess nearly 20 per cent. of the Indian loans. 
They are paid by drafts OIl India, at periodical intervals throughout the year 
and half-yearly. The amount thus annually paid, amounts, by the latest returns, 
(15th August 1876) to a sum of Rs. 60,56.306 (£605,631), or rather over 60! 
lacs of Hupees, nt·arly. equivalent to a furtnightly drawing by the Secretary of 
State on India. or a trille over one twenty-fifth of his annual requirements of 
15 milliOIlR sterling. 
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STATEMENT No.4. 

In support of Paragraph No. 119. 
A four per cent. Loan to be rai3ed in London. To be issueJ in 

scrips at the assumpti "e ratio of Rs. 100 to every Rs. 92 paid. The 
Governlilent of India receiving the equivalents, at the par exchange 
between India and Great Britain, of 2s. per rupee £9-4. The loan 
to be an Indian-paid Loan, in other words, the interest to be drawn 
as on similar loans by drafts on Calcutta, and on maturity to be paid 
off in Calcutta in Currency Silver. 

Details. 

1. To £5,000,000 sterling, cost at the figures 
above named 

2. "Three months interest on amount of the 
loan issued, viz.: Rs. 5,4:l,47,826, at 
4 % per annum, being time allowed 
bet~veen date of issue of the pro
posed loan, and such interval as to 
permit of Government paying off 
the Indian loan. 

3. "Charges on issue of the proposed loan, 
and on the purchase and shipment 
of the silver to India; say 5 % on 
the £5,000,000. 

4. By silver purchased with the £5,000,000, 
at an assumptive rate equivalent 
to the exchange at Is. 9d. :or de
mand drafts, out-turn ... 

5. By balance, being loss on the transaction. 

Amount. 

Dr. I Cr. 

---------i---------
Rs. I 

5,43,47,826 

5,43,478 

25,00,000 

5,71,42,858 
2,48,446 

Rs. 5,73,91,304 5,73,91,304 

Memo. to demonstrate how such silver could be utilized in payment 
to assenting holders of the 5t ptr cent Loan. Amount of the 5t per 
cent loan (as per Public Debt Office returns of the 15th August 1876), 
Rs.I0,20,16,700. On the assumption that irds of these holders would 
respond, there remains a sum of Rs. 6,80,11,133 to be liquidated. 

To this, add one year's bonus @ 5t per cent. ... Rs. 37,40,611 

And the sum to be met stands at, 
" 

7,17,51,744 
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As the proceeds of the Loan are more than sufficient to meet all 
the requirements of the 5! per cents, the following exhibits how the 
silver could be utilized. 
, Data 1. The present Government Reserve of 49 per cent. against 
~ote issue. 2. An assumptive demand in payment of the Loan, 
by the public, of 80 per cent in Currency Notes, and 20 per cent. in 
Currency Silver. 3. The balance of Silver remaining is allotted to the 
Public Works Department, on the presumption that such be needed, 
(vide the Government Notification to the Calcutta Chamber of 
Commerce), and on the wide margin of 50 per cent. in Silver to a 
like proportion of Notes. 

Notes 80 p. c. Silver 20 p. c. 
Payments, 5t per cent loan .... Rs. 5,74,01,395 1,43,50,349 

Ditto Public Works. ..." 98,42,500 98,42,500 

Issue of Notes and Silver, Rs. 6,72,4.,895 2,41,92,849 

This gives Rs. 3,29,49,508, held in Reserve, against' 
Silver paid Rs. 2,41,92,849. 

Results: 1. Loss on silver purchased. . .. B.s. 2,48,446 

2. Interest per annum, 4 % on 
Rs. 5,43,47,826, (the London 
Loan). . .. 21,73,913 

Taken from interest on the paid 
off portion of the 5t % Loan of 
Rs. 6,80,11,113 at a similar 
rate 4%. ... 27,20,444 

Permanent interest saved. 
3. Saving of It % interest on the paid portion 

of the 5t% Loan for 2! years, or in other 
words" up °to the maturity date." ... 

• 4. Allotment to the Public Works. 

5,46,531 

" 10,20,167 
" 1,96,85,000 

N.B.-It here is assumed that the Government will act in accordance with the 
pr.dent furnished on maturity of the 5 per cent. Public Works Loan of 1854·55, and 
:onlert the 5~ per cents. into a four per cent. loan. 

* Should a demand fr'Jm the public in payment of the 5i per cents be taken at 
10 per cent. sih'er, against 90 per cent. in Currency Notes; the allotment to the Public 
'Vorks would be B.a. 2,45,97,500. 
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STATEMENT No.5, 
Shewing how the Government Loan of £4,000,000, issued in London 
at 4% on tht; 28th April 1876, could have been utilized had the Qo
vernment purchased Silver with that amount and shipped such to Inaia. 

Details. Amount. 

Dr. 

* 1. To £4,000,000 sterling, issued at the pre-I 'Rs~ 
sumptive ratio of Rs. 92 per 100 ... ,4,34,78,260

1 
2. " 3 months' interest on Rs. 4,34,78,260 

at 4 % per annum, time allowed to 
permit of the payment of the 
Indian loan 4,34,783 

3. " Charges on issue of the loan of 
£4,000.000, and on purchase and 
shjpment of the Silver, etc., say 
5 % on four millions ... ... 20,00,000 

Cr. 

t By Silver purchased with the £4,000,000 I 
at an equivalent to the rates ruling 
on 19th April 1876t for demand bills 
on India. Is. 9d. out-turn "'1 4,57,14,286 

" Balance, being loss on transaction 1,98,757 

1

----

:B.s. 4,59,13,043i 4,59,13,043 

• The rate for Indian Government Paper in London is ruled by the price in 
Calcutta, and "we ,'erla. The difference between the two rates represents the discount 
then ruling on demand drafts, i. e., the per centum equivalent to the demand rate as 
compared with par,-2s. Therefore, when exchange (synonymus with silver) advllnces. 
the difference between the Indian and London price of Government Paper must also be 
lessened to represent the equivalent. Hence is it that Indian !Scrips, from facilities of 
transfer, are used as a handy exchange medium, and are treated as demand drafts selling 
at a price (compared with the Indian rate) which as nearly as possible is e(luivalent to 
Indian bank demand drafts. The supposititious rate of 9"2, therefore, must not be taken 
as the then price of Government Indian 4% Loan Paper in the London market, which 
then ruled at 84; but from the upward rise in Silver and Exchange, consequent on so 
large a purchase at one time as £4.000.000, Government Paper must and would follow. 
This rate of 92, or an advance of 8%, is also coutingent ou the Government carrying 
ont the suggestions contained in paras. 148 to 154, and may in all reason be assumed to 
have been a much lower figure than that at which such loan could have been issued 
under these circumstances. 

t This sum of £4.000,000 by a strange coincidence, represents the average annual 
consumption of Silver by India, i, e., her purchases annually in the London market, 
(Vide the Committee of the House of Commons on the Depreciation in Silver's Report 
see para 29. Compared with the world's annual total production (see para. 19) of Silver 
(£14.000.000) it stands at tths,-(.2857) in the light of a demand. Add this four 
millions to the other four millions which the Committee's Report informs us has to be 
purchased to liquidate part of India's trade balance, as against England). and which 
is over and above the means to do so, as furnished by Council, Mercantile, and other 
bills, added to the Indian Loan Interest Draftsl. and we would have had, consequent on 
this, suggested purchase, a demand from India alone of tths (or.5714) of the world's 
annual production for this year 1876. 

::: This was the date when the Government sold £500,000 Council Bills at an 
average of Is. 8'95,,'. being the first allotmeut made since 20th January, except a small 
aUlD of three lacs sold in ~Iarch at Is. 9d. (Vide money market report in the Home NelOS of 
21st April. The Government announcement of intention to raise this loan appeared on 
the 11th ApriL- Exchange on India then ruled at 11. 9d. 
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Memo. 

The following exhibits how such silver brought to India could 
have 'been utilized. 

Illustration 1. By.paying 05 so much as is possible of the Indian 
4 per cent loans in this country, which are payable after a three months 
llotic~. 

Data 1. The present Government Silver Reserve of 49 per cent 
as against an issue of Currency Notes. 2. A presumptive demand 
from the public in ~ayment of such loans, of 80 per cent. in Currency 
N otea, and 20 per cent ill Silver. The out-turn of Silver, Rs. 4,57,14,286, 
could hav~ paid off four per cent. loans to the extent of Rs. 7,72,20,000. 
Results: 1. Interest on the London loan annually 

at 4% ... ... . .. Rs. 17,39,130 
Deduct 0 from annual interest on Rs. 

7,72,20,000 the amount. paid off at 4%" 30,88,800 

Leaves an annual saving ~o the country 
of Rs. 13,49,670 

2. Loss on purchase of Silver... . .. Rs. 1,98,757 
Illustration 2. Should the public demand in payment of the 

Indian 4 per cents be taken at 90 per cent in Currency Notes, and 
10 per cent. in Silver; which is a more natural estimate than in Illustra
tion No.1, the Government could have paid off Indian four per cents 
to the extent of Rs. 8,+5,00,000. 
Results: 1. Annual interest on the above at 4% 

Deduct interest on the London Loan 

Annual interest saved 

Rs. 

" 

33,80,000 
17,39,130 

Rs. 16,40,870 

2. Loss on out-turn of Silver ••• . .. Rs. 1,98,757 
A reference to Statement No.4 will show that the proceeds of the 

Silver could have been made to pay oft' the Rs. 7,17.51,74~ appertain
ing to the 5~ per cents; the balance, Rs. 1,27,48,256, being available if 
'lee¥ be for Public Works requirements. 


