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But investors have long since forced 
the Government to make a retreat. 
This apart, the terms and condi
tions of the new loan do not mark 
a fresh retreat on the interest rate 
front. 

CALCUTTA SILVER 
SYNDICATE BREAKS UP 

This week's slump in gold and 
silver strongly indicates that the 
market had belittled last week's 
technical developments. Last week's 
slump in silver was mainly and 
immediately due to the break-down 
of the syndicate in Calcutta 
which was bull ing up silver prices. 
Price movements in silver in the 
earlier half of the week indicated 
that the local market had succeeded 

in absorbing the shock. 
Renewed slump in silver on Wed

nesday and Thursday revealed that 
traders were over-optimistic in 
their anticipations. In retrospect, 
it is apparent that the market is 
still suffering from the after-effects 
of the break-down of the bull syn
dicate. Even so, there are reasons 
for the assumption that Thursday's 
sharp revision in silver prices was 
aggravated by the rumour that the 
system of margin trading may be 
re-introduced. 

DISTRESS SALES FROM EAST 
BENGAL 

This rumour is also partly res
ponsible for the decline in gold, 
though, the main reason for the 

slump in gold lies elsewhere, Re-
cession in the price of gold is 
mainly due to the growing belief 
that sales of gold by displaced per-
sons from Eastern Pakistan are 
likely to continue and to gather 
volume. Tha t remains to be seen, 
though arrivals of gold from Cal
cutta continue to be heavy. 

Gold is pouring into Bombay not 
only from Calcutta but also f rom 
other up country centres and areas, 
This has encouraged the belief that 
bullion had reached such heights 
as to induce hoarders to commence 
liquidation. This is a highly plau
sible argument, though some time 
must elapse before it can be defi
nitely known whether this process 
of dishoarding has begun to 
operate. 

Around The Markets 
Comparisons 

BO T H i n Britain and i n India , 
the recovery in stock markets 

has been slower than in America. 
There are reasons for this contra
dictory behaviour. Neither during 
nor since the war have equity prices 
in America been so high as in Br i 
tain, or in India. In America, i n 
vestors have been, and are now, 
able to get far higher returns for 
their investments than in India or 
in Bri tain. Despite the recent 
spurt in Wall Street, equity yields 
in America aw much higher than 
those obtainable in Throgmorton 
Street or in Dalai Street. 

It has been suggested that this 
difference in yields is due to the 
existence of dividend l imitat ion in 
Britain and in India , and its ab
sence in America and that had 
there been no l imitat ion in the for
mer two countries, there would 
have been under-valuation of equi
ties in India as well as in Britain. 
This is? perhaps, true of Throgmor-
ton Street, though war experience 
in Ind ia suggests that this argument 
is not wholly applicable to Indian 
conditions. 

Future Outlook 
Though yields obtainable in the 

Calcutta Stock Exchange are not 
unattractive, those prevailing in 
Dalai Street are not remunerative 
enough to warrant an appreciable 

rise in equity values in the absence 
of a much higher tempo of business 
activity. By and large, investors are 
correct in their assessment of 
current and immediate prospects 
tor equities. That assessment is 
based on the assumption that in 
the absence of inflation, the scope 
for a rise is l imited, while the scope 
for a fall is much more wide. 

This view is; of course, predomi
nantly based on the assumption 
that though India does not enjoy 
ful l employment at the moment, 
prospects of full employment—or 
rather full production as they call 
it in America are not bright. This 
is a debatable assumption. Cur
rent indications are that produc
tion in the second half of the year 
may be better than that in the first 
half of 1950. Even so, this only 
means that current equity yields 
and prices may, at best, be main
tained and that it may be unwise 
to expect any material and sustain
ed spurt in equity values. 

A New Plan ? 

UN N O T I C E D by those pro-occu
pied wi th day-to-day jobbing 

transactions, there has been an 
impressive rise in equity values 
since devaluation. In India, the 
upswing started immediately after 
devaluation; in Bri ta in the recovery 
commenced since November; in 
America, the equities have been 
moving up ever since the summer 

of 1949 " low "; American common 
stocks have advanced by more 
than one-third and equities in B r i 
tain have registered a rise of 15 per 
cent, in the past six: months. 

One need not be a Dow-theorist 
to know that such a prolonged and 
steep rise in security prices cannot 
be explained away as a mere up
ward movement in a primary bear 
market. Yet, though chart-makers 
are suspicious of the current phase 
of the market, they arc honest 
enough to admit that their theory 
does not permit them to draw any 
positive conclusions about the prob-
able behaviour of the market. So, 
the investors and thoes whose busi
ness is to forecast business trends 
have to employ other methods to 
arrive at conclusions. 

Dominated By America 

There is some evidence to suggest 
that the world may have entered a 
new phase of business expansion 
and market advance. Recovery 
and renewed progress of American 
business, strength of sterling the 
growing tendency towards the 
removal of controls and restrictions 
on consumption and on trading are 
developments in support of the 
growing tendency to optimism. 
However, it is necessary to realise 
that these are not separate factors 
but the joining consequences of Ame
rican recovery and re-stocking after 
the 1949 set-back. 
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Though currency devaluation has 
partly helped recovery in non-

d o l a r a r e a s , i t i s w e l l t o r e m e m b e r 
t h a t i t is revived American demand 
for: the world's goods and commo
dities that has helped and set the 
pace in wor ld economic recovery. 
This proves demonstrably how 
dependent world recovery is to 
business developments in the United 
States. Those who believe that the 
world is experiencing a fresh expan
sion in business base their belief on 
the assumption that revived uptrend 
in American business is likely to 
continue. 

US Economy 
Business trends in America are 

at the moment not very clear. Des
pite the 1949 business set-back, 
building activity has been steadily 
Increasing in the past few years. 
But , significantly enough, expendi
ture in plant and equipment, down 
throughout 1949, has not picked up 
during the first half of the current 
year. More disturbing is the fact 
that a further decline during the 
second half of the year is forecast. 
Moreover, inventories are still by 
no means high relatively to business 
turnover. 

In retrospect, it is apparent that 
the United States economy has re
acted well to favourable develop
ments. It is a tribute to American 
economy'.s capacity for recovery 
that the effects of falling export 
markets are being cushioned by 
increased home demand for goods 
and services. There is, therefore, 
no reason to fear a recession in 
business recovery. On the other 
hand, current developments do not 
encourage hopes in an inflationary 
spurt in business or in industrial 
profits. 

Hesitant Trends 
Latest stock market developments 

in New Y or k furnish grounds for 
hesitancy. For the past two 
months, bond prices have been 
slightly falling; in common stocks, 
the daily turnover has been taper
ing off in recent weeks. There are 
some who believe that these are 
danger signals; that, recent develop
ments indicate that the rise in W a l l 
Street is almost at its end; that, if 
this view is correct, W a l l Street's 
recovery in the past twelve months 
may be only a reflection of a p r i 
marily corrective movement which 
seems to be nearing its end. -

Those who agree that what W a l l 

-Strest has,been witnessing in the 
past year is nothing more than a 
secondary upward movement in a 
pr imary bear market, emphasise 
that Wa l l Street's subdued tend
ency in 1947 and 1948 and the 
recession in 1948 was more a 
reflection of popularised versions of 
trade and market cycles than that 
of genuine business trends, In other 
words, the argument is that the 

earlier recession was a typical 
instance of W a l l Street auto-suggest-
ing itself into-"a depression —a pro
cess which had a psychological 
repercussion on business. On this 
assumption, Wal l Street's recovery 
in the past year was a natural and 
inevitable corrective movement—a 
movement which, in its turn, is 
showing signs of drying up. 

The Stock Exchange 

Selling Pressure in Textiles 
Thursday, Morning 

EA R L I E R during the week the 
Bombay Stock Exchange exhi

bited a distinctly firm tendency. 
Despite steady bul l l iquidation at 
bulges, equities improved due to 
persistent bear-covering and general 
disinclination to make fresh sales. 
Notwithstanding the absence of out
side follow-up, professional bulls 
continued to support the market at 
intermittent set-backs. The tact 
that in spite of persistent specula
tive support in leading industrials, 
particularly Tata Steels, ' budla ' 
charges on Friday, June 9, did not 
indicate a highly overbought posi
tion, tended to confirm the belief 
that shares had been passing into 
strong hands. That is why sellers 
were reserved. 

Heavy short covering since the 
previous week, however, had ren
dered the market technically some
what vulnerable. A reactionary 
setback, therefore, was due. So 
the market developed a sagging 
tendency as the week drew to a 
close. On Tuesday, trading senti
ment was affected by the Industries 
Minister's statement discounting 
likelihood of early de-control of 
cotton and cloth prices and by the 
reported violation of cease-fire 
agreement in Kashmir by Pakistan. 
Besides, the progress of the inter-
Dominion trade agreement has been 
unsatisfactory—Pakistan again hav
ing failed to supply agreed quota 
of jute according to schedule. 

Equities lost further ground on 
the following day under the lead of 
textiles, which suffered a sharp set
back on heavy selling pressure— 
bull liquidation as well as specula
tive selling—on the assumption that 
cotton and cloth prices may not be 

raised in accordance wi th market 
expectations. 

The Textile Advisory Committee 
have recommended to the Govern
ment of India an increase of 
Rs, 150 per candy from the present 
ceiling rate of Rs. 620 for the basic 
variety of cotton for the next 
reason, beginning in September 
1950. But in view of the stiff oppo-
sition from the members of the 
Bombay Cabinet and strong dis
inclination of the Minister for Indus
try and Supply to support any 
move resulting in an increase in the 
cost of l iving, it: is felt that the 
Government may not accept the 
Committee's recommendation to 
raise ceiling prices of raw cotton. 

Pending a final decision, however, 
it is idle to speculate on the possible 
repercussions of increase in raw 
cotton prices on the outlook for 
textile shares. Dalai Street appre
hends that even if the Government 
accept the Committee's recommend
ation for a higher price for cotton, 
in view of their avowed policy of 
bringing down prices of essential 
commodities, controlled prices of 
cloth and yarn may not be raised 
sufficiently to restore the industry's 
cost-price relationship. It was on 
some such feeling that m i l l shares 
experienced heavy selling pressure 
on Wednesday. 

Practically all the gains recorded 
earlier in the week were wiped out 
during the last two days and bar
ring a few isolated cases, on bal
ance, textiles showed small losses 
over the previous week's closing 
levels. 

After being bid up to Rs, 304 
and Rs. 993-8, Kohinoors and 
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