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There are two more factors which 

are likely to cause a fundamental 

change in the price and supply 

situation of cotton in India during 

the coming few months.- These are 

(1) Karachi reports suggest that the 

life of the present agreement has 

been restricted to July 31, 1950, in 

the expectation that the exchange 

value of the Pakistan rupee would 

be decided upon by the International 

Monetary Fund in the intervening 

period whereafter trading in all com

modities would be free; . . (2 ) the 

Finance Minister to the Govern

ment of India , Dr . John M a t that, 

has justified in a speech at Bombay 

this week, the devaluation decision 

of the- Government of India and has 

dismissed as " unfounded" all ru

mours about proposals for the re

valuation of the Indian rupee. Once 

the exchange problem is out of the 

way, a free exchange of goods would 

naturally be stimulated. 

Another fat for which is of 

supreme importance in this connec

tion, is the fact that pact or no pact, 

India stands f irm by her decision to 

raise raw cotton production by 

850,000 bales during the oncoming 

season, 1950-51. From the price 

point of view, this is a bear factor 

for the long run. For the short 

term, however, prices are likely to 

remain steady to firm, because of 

the artificially high prices that an 

being maintained in the U.S.A. and 

in Egypt. While in Egypt, Ash-

mouni cotton has been cornered, in 

the U.S.A., new crop prices have 

gone up on small crop ideas, appre

hensions about weevil damage and 

tightening of supplies. No price re

lief, in fact, can be expected from 

the U.S.A. so long as the U.S. Gov

ernment do not abandon their policy 

of subsidising farmers on the one 

hand and European buyers on the 

other by means of E.C.A. grants. 

The Government of India appear 

to be determined to continue con

trols on raw cotton and textile 

prices. This' is only to be expected 

in view of the measure of success 

which has attended the execution of 

cotton and textile control. Of 

course, there are a number of defi

ciencies which have to be removed. 

One such is the anomaly between 

the prices of controlled ginned cot

ton and uncontrolled kapas or seed 

cotton. If only the ceiling prices 

are suitably raised, the anomaly 

Would disappear. 

The fact that the-Government of 

India this week have, granted an in

crease of one to one and-a-half per 

cent in the price of ' f i n e ' qualities 

of cloth, keeping the prices of 

' course ' and ' m e d i u m ' cloth un

changed and actually causing a de

crease of 2 to 3 per cent in the case 

of l superfine ' qualities, reinforces 

the conclusion that the Government 

are determined to carry, cotton con

trol to its logical conclusion. 

The Stock Exchange 

A Technical Recession 
S T E A D Y rise in equity values 

during the past few weeks 

had made the market technically 

rather vulnerable. Unable to at

tract outside follow-up support at 

higher levels, bulls preferred to cash 

their profits. A n d wi th operators 

generally inclined to allow tech

nical forces have their ful l play be

fore extending their commitments, 

equity prices gradually drifted lower 

on profit-taking and scattered spe

culative selling. 

This week's recession in equity 

prices may be attributed to the dis

appointment over the lndo-Pakistan 

trade 'agreement. Though the 

agreement has generally been wel

comed and has been described as a 

good beginning for breaking the 

deadlock, stock exchange circles are 

disappointed at the absence of any 

reference to the import of raw cot

ton and export of coal in the trade 

pact. 

Dalai Street had been arguing 

that import of raw cotton from 

Pakistan would considerably ease 

the cotton supply position, and that, 

exports of cloth would be increased 

as there is no restriction on export 

of cloth manufactured out of foreign 

cotton. Textile shares had been 

bid up in anticipation that the trade 

pact would provide for import of 

raw cotton. Since these anticipa

tions did not materialise, bulls start

ed unloading their holdings. The 

weakness of cotton mi l l shares had 

an unsettling effect on the rest of 

the market. Persistently lower ad

vices from Calcutta, presumably 

due to the exclusion of coal from 

the trade pact, proved an additional 

disturbing factor. The absence of 

any provision regarding raw cotton 

is attributed to the fact that be 

cause of its existing large commit-

ments in foreign countries namely, 

France, Italy and Japan, Pakistan 

is not in a position to export the 

varieties of cotton which India 

needs. Whatever it may be, in view 

of the Government's assurances that 

they would arrange for the import 

of raw cotton, if and when industry 

requires more supplies, fears of 
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shortage of cotton hardly seem to 
be warranted. 

Its obvious shortcomings notwith
standing, the short-term trade pact 
between Ind ia and Pakistan based 
on a " balanced exchange of com-
modi t i c s" in monetary terms is to 
be welcomed; if properly imple
mented, it may pave the way for 
regular flow of trade between the 
two countries. That the represen-
tatives of both the Governments 
would be meeting as frequently as 
possible to examine the progress in 
the movement of goods on either 
side and to ensure that a balance 
of trade is maintained in the tran
sactions covered by this agreement, 
shows that both the countries are 
anxious to promote inter-Dominion 
trade which is bound to have far-
reaching repercussions on their res
pective economies. This, in turn, 
should have a sustaining effect on 
stock exchanges. 

On the last day of the week the 
market staged a moderate rally on 
a reassurance fro mthe Finance M i 
nister that a scientific examination 
of the taxation structure w i l l be 
taken in hand as soon as the re
sults of the inquiry into national 
income is available. Further, Dr. 
Mat tha i dismissed as " unfounded " 
all rumours about the revaluation 
of the rupee and stated that no oc
casion for any such revision had 
arisen. 

Marketwise, after a further small 
improvement, equity values suffered 
sizeable setback all round, Textile 
shares bore the brunt of selling pres
sure as expectations regarding raw 
cotton import from Pakistan did 
not materialise. Bombay Dyeings 
were marked down to Rs. 991-4, a 
new low level for the current year. 
A l l the popular counters, namely, 
Kohinoor's, Central India's Simplex 
and Svadeshi's lost substantial 
ground on profit-taking and specu
lative selling. It may be noted here 
that according to the revised sche
dule for cloth prices for the quarter 
beginning from May 1, prices of 
coarse and medium doth are to re
main unchanged at the existing le
vels while the price of fine qualities 
has been increased by one to one 
and a half per cent and that of 
superfine qualities has been reduced 
by two to three per cent. 

Among steels, Calcutta issues were 
particularly weak due to lower ad
vices from that centre. Decline in 
Bengal steels was partly attributed 
to reports about some trouble in 
one of the blast furnaces of the 
company. On Wednesday, how
ever, both Ind ian Irons and Bengal 
Steels staged a remarkable come
back on lack of confirmation about 
the furnace trouble and on the news 
that the Government had advanced 
a sum of Rs. 2 crores to the com
panies as the first instalment of the 
total of Rs. 5 erores of loan for 

their development plans. The con
tinued bullish tone in jute shares 
further helped the rise in steels, 
Tata Deferreds were, however, hesi
tant and attracted selling pressure 
at every fair rise. 

In the miscellaneous section, prices 
were a shade lower. Belapurs met 
wi th consistent buying inquiry from 
informed circles and maintained 
their rate. A.C.C.s and Bombay 
Burmahs showed a small decline. 
Bank shares were well supported. 
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