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Reserve Bank of India
SnsHw flegeu eurid

Prelims: Unit V Indian Economy, Banking / S16v(g V @b&HwL QUn(menngmijid

What is a central bank? emiow euri#) etesTmM6y 6T65TEBI?

"A central bank is the bank in any country to which has been entrusted the duty of regulating the

volume of currency and credit in that country." (Bank for International Settlements)

"6 SOIGUM(H B IpEYID HBHMLIp60T LIGTOTLILIPSSID WMHMID SL6oT SieTeneusd S (hUL(bhSSID
sLen 6hg eumSHWILD  euuenLESUUL(HeTonCasm 151G oW eukdl  SpEGLW.”
(LetTeTTL(HS ST6Y 6uhIg)

The Reserve Bank of India (RBI) is the central bank of India.

@nslw flageu euraHCw QidHwnallest enouwl eurid.
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Origin of RBI: timeline fl&jeu cursifluflest CznmLd: HMeveuflens

1926 Hilton-Young Commission (Royal Commission on Indian Currency and Finance) recommends a
central bank
alevL65T-WLIMI SpemessTD (@S mresstw wHMID HlEHUNwed @My pemessTD)
emow suraidlenwl LflhgIenTSHs5s)

1934 Reserve Bank of India Act passed
@Sl flageu euridl &L @uIHMUILILL &)

1 April RBI starts working; share capital Rs. 5 crore (shares of Rs. 100), all with private shareholders;
1935 head office Calcutta

flgieu euraid) QaweoUL g QGHTLBISIWG); CLPevSH6sTLD Rs. 5 @Sig (Rs. 100 LIMIE86),

(P(REUGID SESTWNT LIBIGSTITSHET UFLD; HEMEVEMLD IEVIEUEVSD CSHTELSHSSIT

1937 Head office moves from Calcutta to Mumbai

HEM6VERILD i6y|6UeV&LD CBTELESSTaNlES (HHS (PLOEOLISES) LMHMLILILL G|

1948 Reserve Bank (Transfer to Public Ownership) Act
flgieu euraid QUG 2 flenld & LMHMISH6v) FLL LD

1 January RBI becomes a Government-owned central bank

1949 flEgeu euris) SiTasEHE CFTHSLOMEST 6RO CUMBEISILITEHTE)

Extra fact: RBI was the central bank of Burma until 1947 and of Pakistan until June 1948.
flEgeu eurbi 1947 6uenI] LIFOMEYSEGLD, 83960T 1948 6U6DN] LITElOVSTEISH@GSL MW eUBIEIINSE

Q&wevLILL G|
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Structure sLLemioLiL)

Detail
afleurib
Head office Mumbai (33 departments in 2017)
LHEH WS (LPLD6EBILI (2017-6V 33 &I6M)ME:6T)
HE5I6V6BIDUIGLD
Zonal offices 4: Mumbai, Delhi, Calcutta, Chennai
LD6BOTL_6V 4: (pevLl, Hlevel), Q&MeL&HSSHM, C\&F6tTerI60T
HEVIEUEVEBIGETT
Central Board 21 members appointed by the Government of India: 1 Governor and 4 Deputy

LHHW QUISGHT Governors (4 years), 10 directors, 2 Government officials, 4 directors from local

&2 boards
@iHw Sipgmed HlULslSsLILIHD 21 2MILIL6EBTIS6I: 1 D4 (6THB, 4 &I6%606T

OLETBBISEI (4 46001(nG61), 10 QUISSBISHE, 2 T8 SIEVIEUGVTSET, 2 6TTCeTHIT
aunflwnigeflef(Bhgl 4 @UISESHIS6IT

Functions fall in three groups: leadership and supervisory, traditional and promotional.
LesoflgelT eestm) 6uens: Semevemio Wmmb Gmumieneull Lswsilgel, umpbuflwl Lessilss,

Guwum’ (hL1 uessfllser.

Traditional functions umgwuflwl uessflseir

1. Banker and financial advisor to the Government oipélest euraiSlwiy whHmid Hi

SLBeonE sy

® Keeps the accounts of the Central and State Governments, manages Government debt and
issues new loans.
w&SW, wrblev faseflest sevs@sHemnen BlijeudlsHnsg; TFlest SLenert Hljouslss|
uSlw sLettg:enem Geusfluii(HEma.

® Gives "ways and means advances" to Governments for temporary needs.
B0&M6N&es5 CHEUSHEHEHEHTEH THFHEDHEHE "CULISHEHD 2 LIS S EHLD"  (LP6ETLIETsID

QUPMEIG SIS
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2. Monopoly of note issue emumis Grr(Fsener QeusfluliFeudlev hmiflenio

RBI prints and issues all currency notes except the one rupee note.

(B epumil CrIL(H sally Hemeotdg epumil Crrl(heememwb HEFL(H Geueflull(Bb
SIH &M flageu eurmHuLLD 2 6ergy.

The one rupee note and all coins are issued by the Ministry of Finance.

Q@@ epuml GCBILE WLOHMID eD6ETHS BITOTLLRISGEDETUD HlF  enEFSHLD
Qeuefllii(h&H .

Notes are printed at Nasik, Dewas, Salboni, Mysore and Hoshangabad (as listed in the book);
never printed outside India.

epuml  Grmi(hsem mrfs, Gzeumsiv, gmeo@umestl, emwE:T, CammaprismUTs ShEw
@Lmgefled  HFHLLUUbSHeTmesr  (UTLBTeSlesTU);  @bHwnelnE — QeusflG

SHFFLLIL(eudlevenov.

3. Banker's bank eurudlwgserflest euridlwiy

Keeps the current accounts of all commercial banks; every scheduled bank keeps a
percentage of cash reserve with RBI.

DTS 6uewoila aumidlgerflest  BLULS —— Seooid@senen  Hljeudlesmg;
Sl LauemessrilLbUL L euaidlgeT @ GUIUUILL Fseigb Qrmes Q@mLenu flajeu

euraifHluwiley emeus s Geuesst(h'Ld.

4. Lender of last resort @mi5) Hlevevs sL6o1 FGoumy

In an emergency, when every other source is exhausted, any bank can borrow from RBI.
SIUF] BMeVSHH6, LM SL6TT pBHMIEIGET SHihs Hlemeoulley, 6hs eumiSlwb flEfsu

UL LD sL 65T GILIMEVMLD.
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5. Clearing house and custodian of reserves Sijeus Ggemeu wHMID BHEIWE CFevmeusssfl
Sulest LNg)I&TeUEVIT
® Runs the clearing system for banks: of 860 clearing houses, 14 are owned by RBI, 840 run by
SBI and 6 by nationalised banks.
CULISHEHESHTET ST6Us (Peomenll BLESHHMG: CMSSHL 860 Seusmigerfley 14 flafsu

euraISIWILLD, 840 LIMTG 6NVGLL euraid) epsvld, 6 G IWWILMESLILILL. aumkSlS6T LP6vLD.

® Keeps the reserves of gold and foreign currencies.

Shisb HMID GeuefiBm(H BrewsTw @BHLILISem6TL LFTFSE ).

Controller of credit: the tools &Let1 & (RLUMLLTen: &(mHail&et

Meaning
@um(peiT

Bank rate
eurais) efl&lgn

Repo rate

M) CUMHISEL el&HlHLD

Reverse repo rate
LettestlL_(h Lom) euMraIgen
all&sb

CRR (Cash Reserve Ratio)
Qmse @@Ly efl&sn

SLR (Statutory Liquidity Ratio)
glLifSlwmest

Biem&s6tTemo eilflgn

Open market operations

gwbs sHe0s
@awevLim(hsei

Rate at which RBI rediscounts the bills of scheduled banks
SiLLeuemessriiL UL L euraidl&erflest omhmiEsEL (Heener ey

euraigs) M| eulL b Q&b efl&lgn

Rate at which RBI gives loans to banks against Government securities
Siy&L Hemewstwrisenerll QubmIs0amessi(h flagey eurbid

BUBIB(6TH &GS SHL 65T EULPMmIGD aully eflflgLD

Rate at which RBI borrows from banks

flEieu euraid) eurbidlserflLib sLesT QUMID aully eil&HsL0

Cash that banks keep WITH the RBI, as a ratio of their deposits
BULISIB6TT BHhIG6T eneuliLserest allflgsH60 fafeu eurbiuilLb

06USGD Q&S

Money and money equivalents banks keep WITHIN themselves
eunaI&l &6 SLSIL G en6eusHS(H&s Geussoripl LIGTSTLD WMHM)ILD

LIessTSH S (& & FLLDMETTEn6!

RBI buys or sells securities to change the money supply
LesTLIL&&5608 rhHm flFjeu eurid LlenewTLinhigenern

QUMTBIG MG Di6v6vg) ellHH M)
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An increase in the bank rate, CRR and SLR reduces the money in circulation, and a decrease raises

it.

auadl allflgb, CRR, SLR 2WhbHSHT60 LestTLLPSSD (SHeOMWLD; (HeOMBSHT60 LISTLILILPSSLD
BB & (ED.

Qualitative tools (for particular sectors): rationing of credit, margin requirement, direct action,
moral suasion.

B FMHS HHelseT (GOUUILL gleonsEnsE): slest Links(h, efleflbLs Caeneussit, Ghily
BLAUIEHE0S, 62(L055 [HLEUIQSHENS.

Also note: 14 banks were nationalised in 1969 and 6 more in 1980.

Fa(heH6d  GUIUL:  1969-60 14 GUmISISGEHD,  1980-60  Geyd 6 GUBIEISEHLD

BT (H6mL6mWNSHSLILILL 65T

Remember in one line @@y eurflullév flemevtailev Qg msiterm

Key word
W&HWE QFmev
Birth Hilton-Young 1926, Act 1934, starts 1 April 1935
GsmhmLd a6V 65T-LLIMI 1926, FL_L LD 1934, QHMLEESLD 1 6JL1J6V 1935
Government 1 January 1949; head office Mumbai since 1937
owned 1 896vT6UIf] 1949; 1937 (PHEL HEMIGVENLOWIBLD (LPLDEBILI
S| J&EBL6BILD
Notes All notes except Rs. 1; Rs. 1 note and coins by Ministry of Finance
CrmL(hssit Rs. 1 56l Sements gl Crm(HserHLD; Rs. 1 GBTL(, HIewsTLmISET Bl
SI6BIDEFSLD
CRR vs SLR CRR kept WITH RBI; SLR kept WITHIN the bank
CRR, SLR CRR flgeu euraidluflLb; SLR eumidluil_ G
Geumium(p
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Practice MCQs uufih & ellestns et

1. The Reserve Bank of India started functioning on

@nsHw flajeu eurd QaweouL g QGmLraSlul HreiT

(A) 1 January 1949 (B) 1 April 1935
1 5g6vT6uIfl 1949 1 6711760 1935
(C) 15 August 1947 (D) 1 April 1937
15 Qp&HENVL 1947 1 6JL1IJ6V 1937

2. Which commission recommended a central bank for India in 1926?

1926-60 @bSIWIMEYSE 6W eurEISlenULl LIFlbHSIeONSHS SHEMETTTUILD 615)?

(A) Hilton-Young Commission (B) Simon Commission
ASlEVL_6T-UIM! 4,61 6B0TUILD EDIEFLDEDT B65)6TBTULILD
(C) Narasimham Committee (D) Finance Commission
BIFIDLOLD (G (LD 1516 o4 6em65TWLILD

3. The one rupee note is issued by

Q@ erpumil CGrrlenL Qeusflull(Deug

(A) Reserve Bank of India (B) State Bank of India
@iHw flaryeu eurbid unyg 6nvGLL eurbig)
(C) Ministry of Finance (D) NABARD

B8 SiemwEsD BUMH(H

4. RBI became a Government-owned bank from

flEieu eurhid SHTaEEHE CEFMHSLOMEsT GUMISIWIT6sT [BIT6TT

(A) 1 April 1935 (B) 1937

1 6JLIT6VL 1935

(C) 1 January 1949 (D) 19 July 1969
1 g6vT6UIf 1949 19 8296516V 1969
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5. Cash kept by scheduled banks WITH the RBI as a ratio of their deposits is

S LeusmesoTWiILLILIL L 6urailgs6iT g6 emeuliLserflssr all&gsEl60 flgieu suradluiley

606US G TS

(A) SLR

(C) Bank rate
eun&) all&lgn

(B) Repo rate
DM CUMHISEY eSS0
(D) CRR

6. RBI is called the "lender of last resort” because

flEreu suraid) "@miS) Hlemevd sLetT FGeuMy" 6T6vTLILI(H6USHM (& SHMTT6vsTLD

(A) It lends to farmers

alleusmuilsEnsEs SL6tT S(HSIDE

(C) Banks can borrow from it in an emergency
SIEUFTT BMEVGHH60 UBIFH6T GBI LD HL6tT

Glumevrd

(B) It prints notes
Crr(hssmen H&EH(HS M
(D) It lends to foreign countries

QeusrliBM(H&EHEES SL60T SHHMS)

7. Until when was RBI the central bank of Pakistan?

flEreu suraid) egleuemy LIMSleNgmesilest emioll surbHlng:s CFWeOLILLg)?

(A) June 1948
e3960T 1948
(C) January 1949

soewTeUIfl 1949

8. Anincrease in CRR will

Qmés @Y allSgw (CRR) 2 WHHSTe0
(A) Increase money in circulation
LIESOTLIL|LDSSLD 158118 (&LD

(C) Not change money supply

LI6voT H6mmailev LIHMLD G6evemev

(B) August 1947
SHG6M0L 1947
(D) March 1950

LOMIJ& 1950

(B) Reduce money in circulation
LI6soTUILR&SLD (SH6mMULD
(D) Print more notes

e Crml(haeT HFFL LU0

Answer key / eflem_s6i1: 1B,2A,3C,4C,5D,6C,7A,8B
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Source: 11th Commerce, Unit Il Service Business |, Chapter 10 Reserve Bank of India, p.88 to 93.
SHSMID: 1-3p1D U@L suestilgailwey, Sieu@ Il CFemeusd Qamgdley |, LML 10 HEHW fajey eumnid), L&SD 86

(P86 9.
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