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I. Introduction 

1. This is the fourth Annual Report of the Monetary Board of the Central Bank 
of Ceylon. It is issued in accordance with section 35 of the Monetary Law Act, 
No. 58 of 1949, which provides that within three months after the end of the 
financial year—that is, by March 31—the Monetary Board shall submit to the 
Minister of Finance and shall publish an Annual Report on the condition of the 
Central Bank, a review of policies and measures adopted by the Monetary Board 
during the financial year, and an analysis of the economic and financial circumstances 
that prompted those policies and measures. 

2. Mr. John Exter, who was the first Governor, relinquished his appointment 
with effect from July 1, 1953, after completing three years of the six-year term of 
office. Mr. N. U. Jayawardena, who was the first Deputy Governor, was appointed 
Governor to succeed Mr. John Exter. Mr. J. Tyagaraja, whose original term of office 
as appointed member of the Monetary Board ended on June 30, 1953, was reappointed 
for a further term of six years in accordance with the provisions of section, 13 of the 
Monetary Law Act. Mr. D. W . Rajapatirana was appointed Deputy Governor 
and assumed duties on August 19, 1953. Dr. Theodore Morgan, who became a 
Deputy Governor on September 15, 1952, relinquished his appointment on June 
19, 1953. 

3. The Bank's financial year is the calendar year. The following report is 
concerned primarily with the year 1953. 

II. The Basic Problems 

4. As in 1952, the essential economic problem in 1953 was the adjustment of 
the Ceylon economy to the new conditions prevailing after the collapse of the Korean 
War boom. In the first half of 1953 progress towards adjustment was slow but it 
speeded up in the second half. The external situation also showed some improve­
ment; but in general the economy continued to be in disequilibrium with the outside 
world during the year. 

5. The fall in external assets which began in February, 1952, persisted almost 
without interruption until December, 1953, when there was a slight recovery which 
has been maintained in the first months of 1954. The net loss over the whole of 
1953 amounted to Rs. 230 million or nearly 27 per cent, of which two-thirds occurred 
in the first half of 1953. The loss, however, was substantially less than in 1952 
when external assets declined by Rs. 348 million. 

6. The fall in 1953 was all the more noteworthy because it occurred despite 
some improvement in export income and a significant drop in import prices. 

7. Income from exports rose by 4 per cent from Rs. 1,502 million in 1952 to 
Rs. 1,568 million in 1953 owing partly to an increase in the quantity of goods 
exported and partly to an increase in their price. The export volume index rose 
by 3 per cent and the export price index by 2 per cent. . The price of tea advanced 
by 7 per cent and of coconut products by 20 per cent; rubber fell by 12 per cent. 


