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I. Introduction

1. This, the sixth Annual Report of the Monetary Board of the Central Bank
of Ceylon, is issued in accordance with section 35 of the Monetary Law Act, No. 58
of 1949, This section 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 circum-
stances that prompted those policies and measures.

2. In terms of section 22 of the Monetary Law Act and with the concurrence
of the Minister of Finance, Dr. B. B. Das Gupta was appointed a Deputy Governor
of the Central Bank with effect from 7th December, 1955, for the duration of the
absence of Mr. D. W. Rajapatirana, Deputy Governor, abroad. Mr. D. W. Raja-
patirana was designated Senior for this period in terms of section 24 of the Monetary
Law Act. In terms of section 8 of the Monetary Law Act, Mr. G. de Soyza, Acting
Permanent Secretary to the Ministry of Finance, functioned as official member of
the Monetary Board in December, 1955, during the absence of Mr. L. J. de 8. Senevi-
ratne abroad.

3. Mr. D. C. Gunesekera, Acting Chief Accountant, was appointed Chief
Accountant from August 1, 1955. Mr. W. Tennekoon, Chief Accountant, who
wag on duty with the International Bank for Reconstruction and Development,
was appointed Director of Bank Supervision from the same date. Mr. P. M. Jhya-
rajan, the officiating Director of Bank Supervision, continued to officiate until
5th December, 1955, when he was relieved by Mr. Tennekoon. Mr. Howard S.
Lahman functioned as an Adviser up to July 29, 1955. Three staff officers of the
Economic Research Department of the Central Bank continued during the year
to devote their full time to work in the Planning Secretariat attached to the
Cabinet Planning Committee,

4. The Bank’s financial year is the calendar year. The following report is
concerned primarily with the year 1955.

II. The Economic and Financial Situation

5. Inthe Annual Report of the Central Bank for 1954 mention was made of the
remarkable economic and financial recovery which Ceylon achieved in that year.
In general, 1955 was even a better year for the Ceylon economy than 1954. Because
of the dominant role which foreign trade plays in Ceylon’s economic activities, the
terms of trade to a very great extent determine the level of real income. On the
average the terms of trade showed about a 10 -0 per cent increase in 1955 over 1954.
This improvement, together with the very favourable position as regards Govern-
ment’s finances, was mainly responsible for a record balance of payments surplus
estimated at Rs. 317 -6 million. The external assets increased by Rs. 260 million.*
In 1954 external assets increased by Rs. 288 million, but of this increase Rs. 63 -3
million represented the proceeds of a loan floated in London. In 1955 Government’s
external borrowings were limited to withdrawals of Rs. 8 -9 million from the I.B.R.D.
loan negotiated in 1954. At the end of 1955 total external assets, at Rs. 1,155 million,
were roughly equivalent to 79 per cent of the value of imports for that year.

*This figure does not take into account the increase (21-8 million) in Ceylon’s credit balance
with China under the Trade Agreement.



