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mant on one point. It vehemently 
opposed the industry-wise payment 
of bonus and argued that if at al l it 
has to pay bonus to workers, it must 
be on a uni t basis. Under the award, 
units which have sustained losses 
w i l l not have to pay bonus to work
ers. Though labour is committed to 
accepting such a basis of bonus pay
ment, recent statements by labour 
leaders suggest that it may yet be 
made an issue. 

Cost of A w a r d 
Though Dalai Street is not un

duly apprehensive about a textile 
strike, it suspects that the award 
wi l l further affect the industry's net 
earnings and hence its dividend pay
ing rapacity. The cost of the award 
and its implications were duly em
phasised by the industry during the 
hearings of the case by the Indus
trial Court. There is some lacunae 
in the statistics cited by the indus
try. This apart, the arithmetic of the 
award is something like this : 

In 1949 cotton mills in Bombay, 
excluding four units, earned a gross 
profit of Rs. 996 lakhs. Of this 
amount, the workers w i l l receive 
Rs. 220 lakhs under the award; tax
ation w i l l eat up Rs. 400 lakhs. 
There w i l l then be left Rs. 376 lakhs 
for depreciation, replacement and 
dividend. According to the basis 
laid down by the Court, dividend 
payments w i l l absorb Rs. 120 lakhs. 
Even this provision for dividend 
payment does not warrant higher 
levels for textile shares. And then 
there is the problem of proper and 
adequate provision for depreciation 
and resources. 

Cotton Again 
That is not the only headache for 

Dalai Street and for the industry. 
There is the possibi l i ty-nay, proba
bility—-that the industry may be 
forced to buy cotton in the next 
season too, in the, form of kapas; 
that kapas prices are likely to be 
well above the newly fixed higher 
ceiling prices for raw cotton. This is 
not because of developments in 
India, though traders are now re
vising their crop estimates down
wards because of the late monsoon. 

In the main, this stems out of 
developments in America. Along 
wi th rubber and some commodities 
of which Asia is the major source of 
supply, cotton prices, too, have been 
moving up since the outbreak of 
war in Korea. Basically, however, 

the sharp spurt in American cotton 
futures in this week is due to the 
sharp reduction in the American 
cotton crop. This is the price which 
the non-dollar world is paying for 
Washington's farm and agricultural 
policy. This wider Question apart, 
prospects of higher American cotton 
prices mean that the Indian textile 
industry's costs of raw material arc 
likely to mount up. 

On current indications, it may 
not be possible for the industry to 
secure its raw materials in the 
coming cotton season at fixed ceiling 
prices. Higher import costs of 
foreign cotton and the possibility 
that the industry may be compelled 
to buy cotton in the form of kapas 
at inflated prices are the arguments 
advanced by Dalai Street for the 
hesitant trend in cotton textile 
shares. There is something in these 
arguments, though it should not be 
ignored that the introduction of 
collective buying may minimise 
some of the industry's problems. 

Commodities 
Cotton is not the only commodity 

that has spurted up since the out-

break of war in Korea. Wool and 
rubber, too, are firming up. A n d , 
base metal prices continue to move 
up. True, the rise in commodities 
has been aggravated by the war in 
Korea, but its origin lies elsewhere. 
W i t h the exception of cotton, how
ever, the spurt in commodities and 
in base metals is directly or indirect
ly related to war—that is, to stock
pil ing by America. In cotton, the 
spurt originates from planned cur
tailment of US cotton acreage. 

Remains the question of discus
sing the rise in some spices and com
modities of which Asia is the main 
source of supply. Camphor and all 
spices have flared up since the out
break of war in Korea. Apparently, 
dealers in spices and in some minor 
commodities are inclined to the view 
that the theatre of operations may 
spread. That remains to be seen. 
Meanwhile, the spurt in the prices 
of these commodities is justified on 
the ground that the Korean war 
wi l l curtail shipping facilities. In 
anticipation, there has been some 
heavy buying of camphor and of 
spices by the western countries. 
Hence the upswing in prices. 

The Stock Exchange 

Equities Look Up 
Thursday, Morning 

T HE past week was noteworthy 
for several bright spots. 

Equities gradually moved irregu
larly higher and, on balance, they 
showed small gains all round over 
the previous week's closing prices. 
Earlier during the week trading 
sentiment was adversely affected by 
news of lower Tata steel output 
during June and rumours of some 
mechanical trouble in the Com
pany's Works at Jamshedpur. 
Easier tendency in Tata Steels was, 
however, partly due to substantial 
bull l iquidation in anticipation of 
heavy carry forward charges owing 
to the closing of the transfer books 
of the company. 

The market staged a brisk rally 
later under the lead of textiles 
which continued to rule f irm and 
were marked up on substantial 
bear covering and speculative sup
port on the argument that resump
tion of export and medium and 
coarse cloth was sure to have a 
favourable effect on profits of tex
tile mills producing these varieties 

as mere was still fair ly good 
demand for them in overseas mar
kets. The way in which equities 
were b id up on Monday, July 10, 
suggested that Dalai Street had 
also succumbed to war hysteria. 
It appeared as if, after a fortnight's 
serious thinking, stock exchange 
operators were inclined to take a 
bullish view of the war in Korea. 
Monday's spurt in industrials, how
ever, was essentially due to frantic 
short covering and absence of sell
ing rather than to any aggressive 
bull support. And wi th most of 
the short covering over, the market 
again developed a hesitant tend
ency. 

Budla charges, if they could be 
relied upon as an indication of the 
technical position of the market, 
indicated a highly overbought .posi
tion in Tata Deferreds as bulls had 
to pay up to Rs. 17-8 per share as 
carry forward charges at the July 7 
settlement. High carry forward 
charges could not be explained 
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away as due to the closing of 
transfer books of the Company. 
That in spite of their overbought 
position, Tata Deferred* continued 
to exhibit quite a firm tendency 
after the fortnightly settlement 
showed that professional bulls had 
a fairly good grip over the market. 

Dalai Street's recent behaviour 
suggests that professional bulls 
have taken command over the 
market and the market is dancing 
to their tune. But despite general 
disinclination to make fresh sales 
and speculative support at every 
small setback, equities have failed 
to register any sizeable advance. 
This is because there is little enthu
siasm among operators to follow 
the rise at the current high levels. 
Even professional bulls, however 
financially strong they may be, 
cannot ignore the fact that while 
they can push up prices quite sub
stantially even when circumstances 
are not favourable for a rise, the 
improvement in prices cannot be 
sustained without adequate follow 
up support. 

After recording handsome gains 
textile shares developed a hesitant 
tendency during the latter part of 
the week under review. May be, 
the market is consolidating its 
recent gains. But it looks more 
probable that operators are belat
edly realising that two months' 
bonus to the textile workers, 
recently sanctioned by the Indus
trial Court, would account for a 
substantial increase in the wage bi l l 
and that it is not advisable to bid 
up cotton mill shares when foreign 
cotton is going up and the domes
tic cotton outlook continues to 
remain obscure. 

It may be noted here that gross 
profits earned by all the textile 
mills in Bombay in 1949 are esti
mated around Rs. 9.96 crores. 
Out of this, about Rs. 4 crores 
wil l be taken away in taxes and 
workers wi l l receive approximately 
Rs. 2.2 crores. This means that 
mills wi l l be left wi th about 
Rs. 3.76 crores to provide for d iv i 
dends, reserves and depreciation. 

While Electrics continued to rule 
quietly steady, Banks and Insur
ance displayed a firm tendency 
on moderate investment support. 
Imperial Bank fully paids spurted 
from Rs. 1,835 to Rs. 1,900 on the 
announcement of increase in half 
yearly dividend from 14 per cent. 

to 16 per cent., net profits for the 
half-year ended June 30, 1950 
amounting to Rs. 68,92,900 as 
against Rs. 56,80,818 in the pre
ceding half year. Bank of India 
and Bank of Baroda have main
tained their interim dividends at 
12 per cent, and 10 per cent, res
pectively. 

In the Miscellaneous section 
Premier Constructions were pushed 
up on expectations of a big muni
cipal contract. Tata Chemicals 
spurted on substantial rise in the 
prices of products manufactured 
by the Company. Wimcos also 
recorded handsome gains on invest
ment support. Associated Cements 
and Alcocks evoked moderate 
inquiry. Bombay Burmahs conti

nued to remain subdued on steady 
selling due to growing anxiety over 
the Far Eastern political situation. 

* * * 

A l l eyes are now turned to 
Korea. W i l l the war in Korea 
develop into a World War? That 
is the biggest question of the day. 
While it is difficult to visualise the 
shape of things to come, the steady 
advance of Communist forces into 
South Korea threatens to precipi
tate a crisis any time. Stock 
exchange circles seem inclined to 
take a rather bullish view of the 
situation on the ground that not
withstanding India's low industrial 
potential, war may provide a great 
fillip to industry because India has 
decided to remain neutral. 
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