








exchange and government securities held by the commercial 
banks.  

Open Market Operation: Open market operations are another 
quantitative method of credit control. 
There are two types of open market operations: outright and 
repo. Outright open market operations are permanent in nature: 
when the central bank buys these securities (thus injecting 
money into the system), it is without any promise to sell them 
later. Similarly, when the central bank sells these securities 
(thus withdrawing money from the system), it is without any 
promise to buy them later. As a result, the injection/absorption 
of the money is of permanent nature.  
III. VARIYING RESERVE RATIO: Every commercial bank is 
required by law to maintain a minimum percentage of its 
deposits with the central bank. It may be either a percentage of 
its time and demand deposits separately or of total deposits. 
During the inflation time RBI increases Reserve Ratio and during 
deflation time RBI decreases reserve ratios. 
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