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sive. Investors remain doubtful if 
even w i t h moderate improvement 
in industrial production, corporate 
profits could be maintained in the 
face of a steady rise in costs of pro
duction. T h a t is why the stock 
market continues to lack outside 
investment support. 

Notwithstanding repeated and 
categorical denials by responsible 
Government spokesmen of any 
move to revalue the rupee, market 
circles also remain apprehensive of 
a rise in the rupee sterling rates. 

Steel shares continued to display 
a subdued tendency on persistent 
apprehensions regarding a possible 
steel surplus in Europe in the near 
future. The British Government's 
announcement to remove control 
on the distribution of steel, apart 
from sheets and t in plates, the 
supply of which was said to be still 
scarce, had an unsettling effect on 
the trading sentiment in steel 
shares. De-control of steel distribu
t ion, it was argued in market cir
cles, indicated that the supply posi
t ion had greatly improved which, 
in due course, would lead to re
duction in steel prices. Narrow 
fluctuations in Tata Steel Deferreds 
were mainly due to a large volume 
of double option business, which, 
though illegal, goes on quite 
merrily. 

There was a time when a rise or 
fal l of 50 points in Tata Deferreds 
would pass quite unnoticed. But 
now even a change of 10 points 
cither way makes the operators sit 
up and take notice. This shows a 
distinct change in the psychology 
of operators who are now unwil l ing 
to assume big risks. Perhaps it is 
a reflection of falling money i n 
comes and increasing preference 
for liquidity. 

Trading interest in textile shares 
was of a highly selective nature. 
M i l l shares generally exhibited a 
steadier tendency on speculative 
support based on general expecta
tions regarding import of cotton 
from Pakistan. It is stated that 
Pakistan is in a position to meet the 
immediate requirements of Indian 
textile mills to the tune of 1½ lakh 
bales of superior quality cotton. 
The inter-Dominion Conference 
between ' representatives of India 
and Pakistan is expected to be held 
at Delhi in the first week of June 
to review the working of the 
Karachi Trade Agreement and to 

thrash out the details for the inclu
sion of cotton, wheat and coal in 
the Agreement. 

By far the most outstanding fea
ture of trading in the textile section 
was a further spurt in Simplex 
which were bid up to Rs. 220—-a 
new high level for the current 
year. 

Banks and Insurances were 
slightly steadier on scattered sup-

Money Market 

More Comfortable Conditions 
( C O N D I T I O N S in the money 

market are not as uncomfort
able as apprehended some weeks 
ago. Call money rates have not 
eased, but there are more wil l ing 
lenders. There have also been ins-
lances of bankers reducing their 
charges for accommodation against 
securities as collateral. Impression is 
growing that stringency witnessed 
during the last importing season 
may be avoided this time. 

There are reasons for this spread
ing belief—reasons which have been 
discussed in these columns in the 
past few weeks, Be that as it may, 
relatively comfortable conditions in 
the short loan market are having a 
sustaining effect on gilt-edged secu
rities. Bonds are not bouncing up, 
but they are fairly steady at levels 
which enable the Government to 
take whatever comfort they can 
from the thought that interest rates 
are being maintained at or about 
the three per cent, basis. 

Yet, recent financial statistics do 
not lend support to the prevailing 
belief that money market conditions 
are likely to remain easy. It is as
sumed that the Government wi l l ex
pand currency, if necessary, to main
tain money rates. True, the volume 
of notes in circulation did expand 
by Rs. 9 crores in the week ended 
May 5, 1950, but, in retrospect, it 
is apparent that the bulge in note 
circulation in that week reflected 
usual beginning-of-the-month dis
bursements. 

There was a further increase of 
Rs. 2 crores in the week ended 
M a y 12, 1950, which fostered the 
impression that the authorities were 
not unwil l ing to expand currency 
to help the money market to main-
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port . Electrics, however, r u i t a 
easier due to lack of inquiry. M i s 
cellaneous issues were featureless. 
Premier Constructions continued 
to provide a bright spot on mode
rate inquiry following the sanction 
of a big municipal contract for the 
construction of Vaitarna dam. 
Scindias also steadied up in sym
pathy. Belapurs suffered from lack 
of support. 

tain its poise. However, the week 
ended May 19, 1950, witnessed a 
sharp contraction in the volume of 
currency in circulation. Barring 
temporary fluctuations, the volume 
of notes in circulation has shown a 
tendency to fluctuate around the 
norm of Rs. 1,185 crores in the past 
few months. 

Inasmuch as the money market 
belief in relatively easier conditions 
is partly based on the assumption 
that the authorities wi l l pursue an 
expansionist monetary policy, recent 
financial statistics indicate that 
there is no solid basis behind the 
assumption and that, therefore, the 
market belief itself does not rest on 
dependable, foundations. 

On the contrary, financial statis
tics emphasise certain disturbing 
trends. Whether or not loans create 
deposits is an interesting theoretical 
problem but financial statistics in 
India do not seem to point to any 
decisive conclusion on this matter. 
However, it may be of interest to 
note that along wi th a decline of 
Rs. 7¼ crores in scheduled banks' 
advances, their deposits recorded a 
decrease of Rs. 12¼ crores in the 
fortnight ended May 12, 1950. 

More disturbing is the statistical 
fact that scheduled banks' deposits 
registered a decline of Rs. 12¼ 
crores in the two weeks ended M a y 
12, 1950. This is evidently a reflec
tion of excess of imports over ex
ports—a phenomenon which is only 
to be expected in the import season. 
Resumed loss of foreign exchange 
resources, as is apparent from the 
decline of Rs. 4 crores in the Re
serve Bank's balances held abroad 
in the week ended M a y 19, 1950, 
indicates that banks deposits are 
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likely to decrease in the coming 
months. A n d this suggests that the 
money market continues to be 
under the threat of diminishing re
sources and their repercussions on 
money rates. 

Yet, strange as it may seem, the 
bull ion market remains firm, des
pite evidences of shrinking surplus 
resources. Recent market behaviour 
has lent currency to the belief that. 

Around the Markets 
Rip van Winkles 
S T O C K exchanges thrive on 

anticipation. It is the business 
of professional operators to discount 
events in advance. If they expect a 
fall in production or a rise in costs 
without a compensating rise in 
prices, they hammer equities down 
on the argument that industrial 
earnings and/or dividend payments 
are likely to go down. On some such 
reasoning, equities should have de
veloped a downward trend in the 
first quarter of the current year. 
For, despite the increase in steel, 
coal and cement output, produc
t ion in two major industries- jute 
and cotton, was declining. 

In the first three months of the 
current year, stock exchanges were 
not dooping. On the contrary, equi
ties were bouncing up. There w-ere 
many reasons for the improvement 
in stock exchange values. The mar
ket was expecting a decrease in the 
tax load on industry. Their expect
ations materialised. That helped 
equities to maintain a high level. 
T h e i r was a subsequent drop in 
prices as the situation in the two 
Bengals worsened. But the conclu
sion of the pact on minorities bet
ween India and Pakistan had a sus
taining effect on the market. A n d 
the trade pact encouraged profes
sional operators to hold on to their 
babies. 
Later Events 

For more than a month, the mar
ket has been irregular. Though 
Dalai Street has regained the 
ground temporarily lost through 
exchange rumours, equities today 
are at levels well below those pre
vail ing a month ago. This is partly 
due to the growing realisation that. 

contrary to pre-war events, the 
market may not experience any dis
tress sales of bull ion. Higher prices 
have not yet attracted dishoarding 
of bullion, presumably, because the 
poor peasants are no longer holders 
of gold and silver and because black 
marketeers are not interested in 
liquidation. 

Though continued firmness in 
bullion is mainly due to diminishing 

despite attempts of the Government 
to activate the flow of earnings and 
of investment, investors remain 
apathetic, and the investment mar
ket remains inactive. Though pro
fessional operators are occasionally 
criticised as being ignorant of fun
damental stock exchange principles, 
recent behaviour of Dalai Street sug
gests that they are aware that stock 
exchange values cannot be sustain
ed through the support of profes
sional operators alone. 

Besides, there is reason to believe 
that production figures, recently 
made available to the public, have 
had a depressing effect on the stock 
exchange. Statistics indicate that, as 
in 1949, in the first quarter of 1950, 
jute and cotton output has lagged 
behind. There was, and is, growing 
unemployment in these two major 
industries. Lower production and 
the threat of unemployment, wi th 
its implications on labour-capital 
relations are discouring even pro
fessional operators to lend continued 
support to equities. And, it is no 
wonder that, wi th lack of invest
ment support, and in the absence 
of professional activity, equities have 
developed an indecisively downward 
trend. 

Investment support admittedly 
remains in abeyance. But profes
sional operators are really behaving 
like Rip van Winkles in worrying 
about falling jute and cotton out
put in the first quarter of the cur-
rent year. M u c h has happened 
since. 'Though cotton interests re
main dissatisfied wi th the Govern
ment's policy of import ing cotton, 
imports of raw cotton from Ame
rica are pouring i n ; the industry-
lias been aassured of adequate for-
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volume of visible supplies, current 
steadiness is being helped by re
moval of the margin system of t rad
ing. There was a move to re-intro
duce trading on the basis of mar
gins. As, however, the Board finally 
decided not to re-introduce margin 
trading, dealers were encouraged to 
accumulate positions, confident in 
the knowledge that sellers will not 
be able to deliver stocks. 

eign exchange to ensure needed 
supplies. There are indications that 
Pakistan cotton may be available to 
the industry. 

Production was falling because of 
lack of raw material supplies. So far 
as the cotton textile industry is con
cerned, supplies of , raw materials 
are assured. Since the Indo-Pakis-
tan trade pact the jute industry also 
has been receiving its supplies. Jute 
and cotton production may register 
decreases for the second quarter. 
But in the next half of the year, 
production should pick up, in the 
absence of any hitch in the existing 
arrangements for securing supplies 
of raw materials for these two major 
industries, 

Though prospects for production 
of jute and cotton for the second 
quarter look bright at the mo
ment, it is doubtful whether 
the output of the year as a whole 
w i l l be sufficiently high as to enable 
these industries to maintain—far 
lest to increase--dividend payments. 
Besides, there is the problem of 
prices and of profits. This may not 
be very critical for the jute indus
try. Though the industry has to pay 
high prices for securing supply of 
raw materials from Pakistan, it is 
able to sell at fairly high prices. 

What about the cotton industry? 
It is paying higher prices for i m 
ported cotton. It is widely believed 
that it may have to pay higher 
prices for securing internal supplies 
of raw mot ton. There is also the 
problem of uncontrolled kapas. If 
raw cotton ceilings are raised, con
trolled cloth prices w i l l also be re
vised upwards. But in view of the' 
Government's declared intention to 
stabilise prices despite devaluation. 


