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Money Supply 

M3 which is also called as Broad Money, includes all components of M1 and time deposits. Thus, it includes besides narrow money, other financial instruments that serve as a store of value and can be converted into cash for use in transactions without much difficulty. 

M1 which is also called Narrow Money includes currency with the public and deposit money of the public. 

Currency with the public 

It includes notes in circulation, circulation of rupee coins, circulation of small coins and excludes cash on hand with banks. 

Deposit money of the public 

It consists of demand deposits with the banks and `other' deposits with the RBI. 

Demand Deposits with the banks 

It consists of current deposits with the commercial and co-operative banks and demand liabilities portion of savings deposits with the banking system. 

`Other' deposits with the RBI 

It comprises mainly deposits of quasi-government and other financial institutions including primary dealers, 

Balances in the accounts of foreign central banks and governments. 

Accounts of international agencies such as the IMF etc. 

Provident, gratuity and guarantee funds of the RBI staff and some temporary accounts netted for balances under certain accounts, viz., 

IMF Account No.1 (since 1948), 

the RBI Employees' Pension/Co-operative Guarantee/Provident funds (since January 1964), and 

the Additional Emoluments (Compulsory Deposits) Act, 1974 (since August 1974) and Compulsory Deposit Scheme (Income Tax Payers) Act, 1974 (since December 1974), 

subscription to the State Government Loans pending allotment and temporarily held under other deposits. 

Profits of the RBI held temporarily under the deposits pending transfer to the Central Government. 

Time Deposits 

Time deposits with banks represent the time deposits (excluding interbank deposits) with all the commercial and co-operative banks. They include the time deposits portion of savings bank deposits. 

Sources of M3 

The sources of M3 are net bank credit to the government, bank credit to commercial sector, net foreign exchange assets of banking sector, government's currency liabilities to the public and banking sector's net non-monetary liabilities other than time deposits. 

Net bank credit to government 

It is the sum of net RBI credit to the government and other banks' credit to government sector. 

Net RBI credit to government 

It is the sum of net claims of the RBI on the Central and state governments as the central bank is the banker to governments. 

The net RBI credit to the government is the sum of loans and advances from the RBI to the government and the RBI's holdings of Treasury Bills, dated securities, rupee coins and small coins net of the Centre's cash balances. 

Dated securities of the Central Government include, marketable securities, special securities, special non-interest bearing securities and gold bonds. The provisions governing the loans and advances to the Centre were changed from time to time. 

Net RBI credit to the state governments 

It comprises its loans and advances to state governments net of their deposit balances with the central bank. 

Other banks credit to government 

It represents the total of commercial and co-operative banks' investments in government securities, including Treasury bills. 

Bank credit to the commercial sector 

It includes RBI credit to the commercial sector - non-depository financial corporations - and bank credit in India of the banking system, 

Bank credit of the banking system in India 

Bank credit includes, 

Advances in the form of loans, cash credit and overdrafts in both rupees as well as in foreign currency, 

Inland and foreign bills purchased and discounted by commercial and co-operative banks (which together constitute what is commonly known as bank credit). 

Investments in all securities other than government securities. 

The inclusion of banking systems' investments in shares, debentures, bonds, commercial paper etc. issued by the commercial sector under credit to the commercial sector, would enhance the value of the commercial credit aggregate. 

RBI Credit to Commercial Sector 

It is the sum of, 

Shares/bonds of financial institutions such as Agricultural Refinance and Development Corporation, Deposit Insurance Corporation, Deposit Insurance and Credit Guarantee Corporation 

Ordinary debentures of the co-operative sector. 

Debentures of co-operative land mortgage banks. 

Loans to financial institutions (including Industrial Development Bank of India, Industrial Finance Corporation and State Financial Corporations), primary dealers and others, and 

Internal bills purchased and discounted. 

Net Foreign Exchange Assets of Banking Sector 

It comprises the RBI's net foreign exchange assets and the net foreign currency assets of banks ie the authorised dealers. 

Net foreign exchange assets of RBI 

RBI's net foreign exchange assets consist of the Bank's gross foreign assets consisting of the sum total of foreign securities, gold coin and bullion, balances held abroad and foreign securities/bonds held in Issue and Banking Departments minus non-monetary foreign liabilities of the RBI mainly to the IMF. 

Net foreign exchange assets of banks 

They represent authorised dealers' net foreign currency balances ie net of credit and debit balances of foreign currencies. 

Government's currency liabilities to the public 

It comprises the holdings of one rupee notes, one-two-five rupee coins, small coins with the public and other commemorative coins issued by the government mints. 

Net NNML of Banking sector 

It represents net non-monetary liabilities, other than time deposit liabilities of commercial banks, and net non-monetary liabilities of RBI. These include capital and reserves, branch adjustments, and bills payable; the liabilities are net of investments in fixed assets, and branch adjustments. 

NNML of the banking system (commercial and co-operative banks) are derived as residual, balancing the components and sources of money stock as such may include errors in the reporting of the data by the commercial and co-operative banks. 

Net NNML of RBI 

It represents the difference between the other liabilities (capital, reserves, contributions to National Funds, bills payable, earnings of the Bank accruing under various heads etc), and other assets (premises, furniture, fittings, balances under the various heads) 

plus the value of Indian notes returned by Pakistan awaiting adjustment (Rs.43 crore), and the total of other items (such as IMF quota subscription and other payments in rupees in IMF A/c No.1, RBI Employees Provident, Guarantee and Superannuation Funds) and some extra ordinary items excluded from `Other Deposits' with the RBI in compiling M1. 

Other net non-monetary liabilities of banks 

They represent mainly capital and reserves and the difference between 

a) other liabilities (mainly bills payable and net credit balances and branch adjustments) and 

b) other assets (mainly premises, furniture, fittings, net debit balances on account of branch adjustments and capital expenses and tangible assets like uncleared cheques, stamps in hand etc.) 

Reserve Money 

Reserve Money indicates the monetary liabilities of the RBI and the Government of India to public including banks in India. The reserve money, or currency and notes, is held by public and banks in their currency chests and as deposits with RBI. It also includes `other deposits' with RBI. 

Banking 

Demand deposits 

Demand deposits include current deposits, demand liabilities portion of savings bank deposits, overdue deposits and cash certificates, outstanding telegraphic and mail transfers and margins against letter of credit/guarantees. 

Savings deposits 

Savings deposits include deposits accepted by banks under their savings account rules and would include special savings deposits. 

Term deposits 

Term deposits are deposits with a fixed maturity of not less than 15 days. This would also include cash certificates, and cumulative or recurring deposits, but would exclude interest accrued and payable on these deposits. 

Borrowings by commercial banks from RBI 

They constitute outstandings against refinance schemes, like general refinance, and export credit credit refinance. 

Cash balances with RBI 

They indicate cash balances maintained by scheduled banks with RBI and includes balances maintained under cash reserve ratio (CRR) requirements. 

Investments 

These include investment in government and other approved securities eligible for the statutory liquidity ratio (SLR). 

Bank credit 

It includes loans, cash credits and overdrafts, and inland bills and foreign bills purchased and discounted. Bills exclude those rediscounted with RBI and IDBI. 

Food credit by banks 

It indicates bank credit to Food Corporation of India, State governments and State cooperative agencies for food procurement. 

Scheduled commercial banks (SCBs) investments in shares and debentures/bonds, commercial paper, etc. 

It includes data based on special fortnightly returns of banks. RBI has started disclosing these details in the Weekly Statistical Supplements starting from 11 October 1997. The data supplement the data on investments and bank credit as given in the Weekly Statistical Supplement. 

Credit limit 

Credit limit refers to the credit limit in force as on the date of the basic statistical return filed by the bank. Where no credit limit is sanctioned, the amount of outstanding credit is treated as sanctioned credit. In term loans, this refers to the operative limit, i.e. the limit sanctioned less the principal amount repaid. 

Medium term loan 

It is granted for 1-3 years. Long term loans are for more than 3 years 

SCBs credit by range of interest rate, by ownership of borrowers, and by type of account relate to accounts each with credit limit of over Rs.25,000. 

Classification of deposits by maturity 

It refers to outstanding amount of term deposits as on the date of the return. Maturity refers to original period of deposits. 

Rural areas 

These are centres with population of less than 10,000. Semi-urban areas are centres with population of 10,000 to one lakh. 

Urban areas 

These are centres with population of one lakh to ten lakh. 

Metropolitan areas 

These are centres with population of ten lakh and more. 

Quasi government bodies 

These include local authorities, electricity boards, housing boards, port trusts and universities. 

Scheduled banks 

These are banks which are included in the second schedule to the Reserve Bank of India Act 1934. These banks enjoy certain privileges such as free concessional remittances facilities and financial accommodation from the RBI. They also have certain obligations like minimum cash reserve ratio (CRR) to be kept with the RBI. 

