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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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Bombay Dyeings reacted to Rs ,296 
and Rs. 962-8 respectively. Gokaks 
lost Rs, 13 on heavy selling pres
sure on rumours that restrictions 
on impor t of yarn from Japan 
may be removed and that the Com
pany may pass over the interim 
dividend. 

In the steels section, while Cal
cutta issues continued to display a 
subdued tendency, Tata Steels 
ruled firm on persistent bull mani
pulation. They receded towards 
the close mainly on corrective 
profit-taking. Market behaviour on 
June 13 and 14 indicated lack of 
confidence in higher levels for 
equities. Though in view of the 
proximity of dividend payment, 
sellers were hesitant, there was little 
inclination on the part of operators 
to lend fresh support to Tata Steels 
at higher levels. 

Under the Tata's performance 
scheme, the eligible employees are 
reported to hate earned a perform
ance bonus of about 60 per cent, 
of their basic pay. It is stated that 
the management are contemplating 
introducing an " incentive bonus 
scheme " very shortly, under which 
the employees earning performance 
bonus wi l l also get an incentive 
bonus, which, in turn, is expected 
to whip up output. 

Banks, Insurances and Electrics 
continued to rule steady without 
much business to report. Prices 
showed little variations from the 
previous week's closing levels. 
New India Insurances evoked 
moderate support following the 
Chairman's encouraging speech at 
the Annual General Meeting of the 
Company. Announcing the in 
crease in dividend from Rs. 1-8 to 
Rs. 2 per share, the Chairman, M r . 
A. D. Shroff, assured that in 
normal circumstances, the Company 
should be able to maintain the 
higher dividend. Declaring that 
the reserves of the Company were 
ample for all contingencies, Mr. 
shroff said that the new capital 
was intended as an additional and 
prudent augmentation, in view of 
the Company's expanding business 
in India and abroad. 

In the Miscellaneous section, 
Bombay Burmahs reacted after 
touching a new high of Rs. 517-8 
on profit-taking and speculative 
selling induced by rumours about 
lower compensation. Scindias con
tinued to suffer from lack of sup
port . Premier Constructions also 

drifted lower in sympathy. Shiv-
rajpurs/ however, evoked good 
inquiry on prospects of excellent 
results of the Company's working 
during the current year following 
increased exports of manganese to 
America. 

The Government of India's an
nouncement to issue a fresh cash-
cum-conversion loan for Rs. 30 
crores at par, bearing 3 per cent, 
interest and redeemable on June 15, 
1964, cannot be expected to have 
any significant repercussions on the 
gilt-edged market. The loan is 
essentially meant to facilitate con
version of 2½ per cent. 1950 bonds 
which fall due for redemption on 

Ju ly 16, the total outstanding 
amounting to about Rs, 35 crores 
In view of the fact that 3 per cent. 
1966-68 loan is at present quoted a 
litt le above par around Rs. I00-1-6, 
it is reasonable to expect that the 
new loan w i l l be readily subscribed. 
But that would hardly give any 
indication of the Government's 
monetary policy. I f anything, the 
terms of the new loan tend to sup
port the view that the Government 
are gradually retreating from their 
professed cheap money policy. 
For, in the past four yeans, the 
rate of interest on loans w i t h a 
maturi ty of 15 years has been pro
gressively raised from 2½ per cent, 
to 3 per cent. 
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