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matter of detail, and in the com
promise between the Belgian and 
British points of view, the rules 
relating to gold payments have 
been made severer than those in 
the British memorandum. Thus, 
deficits and surpluses beyond 15 
per cent, of the member's basic 
turnover are to be settled com
pletely in gold (the Brit ish had 
fixed the point of complete settle
ment in gold at 20 per cent, of the 
basic turnover). Again, the ini t ial 
gold-free borrowing and lending 
rights have been reduced to 3 per 
cent., as compared wi th 10 per 
cent, and 5 per cent, respectively 
in the Bri t ish proposals; for the 
remaining 12 per cent., there wi l l 
be partial gold payments and 
receipts. 

In addition, Belgium has received 
two specific concessions. I t s quota 
for credit obligations and rights wil l 
be reduced by about 18 per cent, 
from the figure indicated by the 
" basic turnover " formula, in 
view of the fact that its external 
trade is unusually large in propor
tion to its national income. Bel
gium wil l also receive a consider
able portion of the Marshall Aid 
allocations for 1950-51 in the form 
of direct aid. Presumably there 
wi l l be no " conditional a i d , " after 
EPU comes into being. 

The problem of old balances 
has been settled by giving all 
participants the right to make 
bilateral agreements providing that 
creditors should have the option 
to hold their surpluses in ecus or 
in the currency in which the sur
plus has been earned. 

The special treatment of the UK 
has long been a sore point wi th 
some other European countries. 
The UK's proposal that discrimina
tion against or in favour of coun
tries winning or losing gold should 
be allowed has been accepted in 
principle but the trade rules to be 
applied have not been finalised. 

From the U K ' s point of view, it 
is likely that the liberalisation of 
trade and the grant of open general 
licences w i l l be extended to all 
members of E P U . The present 
system of transferable and bilateral 
accounts, etc., may have to be re
classified to allow for transfers of 
current operations wi thin the E P U 
group. 

W a r F e v e r 

TH E R E is l i t t le doubt now that 
stock exchanges have suc

cumbed to war fever, so much so 
that as the situation in Korea de
teriorates, share prices move up. 
Sentiment knows no logic. It is, 
therefore, difficult to predict when 
the war fever w i l l subside. 

The immediate reaction to the 
declaration of higher dividend by 
Tata Steels was rather lukewarm. 
But on second thought, operators 
changed their m ind . They fait that 
on the basis of the present dividend, 
Tata Steel shares, being cum-divi-
dend, were cheap at the current 
levels and offered a fair scope for a 
handsome appreciation. This led to 
frantic short covering and fresh 
speculative support. 'The resultant 
firmness in Tata Steels induced a 
bullish tendency in the entire 
market. 

On Friday, July 21, sellers in 
Tata Deferreds had to pay up to 
Rs. 15 per share as backwardation 
charges for carrying forward their 
sales from one settlement to the 
other. Never had the backwardation 
charges been so exorbitant during 
the past one and a half years. These 
high ' b u d l a ' rates; were attributed 
in market circles to the scarcity of 
floating stock of deferred shares due 
to the closure of the transfer books 
of the Company. But the ' b u d l a ' 
rates were too high to be explained 
away as due to scarcity of floating 
stock. They were indeed so high 
that genuine holders could easily be 
tempted to part w i th their stock. 
And surely professional bulls could 
not be unaware of this possibility. 

Heavy backwardation charges 
clearly indicated that bulls who had 
been rigging up Deferreds for quite 
some time had acquired virtual 
command over the market and that 
they were in a position to dictate 
their price to sellers for transferring 
their short positions from one ac
count into another. The declaration 
of a highly satisfactory dividend 
made their position stronger. 

The improvement in equity 
values recorded on Friday may 

have been due to heavy end-of-
account bear covering. Hut the way 
in which a selected group of scrips, 
speculative as well as investment, 
have been bid up during the past 
two weeks both in Calcutta and 
Bombay, suggests that there has 
been a perceptible improvement in 
the general market psychology, 

Calcutta appears to be extremely 
jubilant over prospects of an early 
devaluation of the Pakistan rupee 
and the encouraging outlook for 
jute industry, following satisfactory 
supply position in respect of raw 
jute. Tata Steels may have gone up 
due to persistent bull manipulation 
and the announcement of a higher 
dividend. The relaxation of restric
tions on export of coarse and me
dium cloth and the brighter export 
outlook in view of the war in Korea 
may have lifted up cotton m i l l 
shares. But the way in which man
ganese, chemicals, engineering and 
construction shares have been, and 
are being marked up, lends suffi
cient support to the view that the 
present boomlet on the stock ex
change is essentially based on war 
psychology. 

Stock exchange operators seem 
convinced that the Korean war is 
not likely to end in the near future, 
that should it develop into a global 
war, India is not likely to be drag
ged i n ; that, notwithstanding India's 
low industrial potential, the war is 
bound to have a stimulating effect 
on industry and hence on equity 
values. Besides, operators arc be
coming increasingly inflation cons
cious. 

with sellers remaining reserved, 
share prices continued to make 
steady advance and recorded size
able improvement all round during 
the past week. To mention only a 
few instances, Tata Deferreds gain
ed Rs. 100, Bengal Steels Rs. 2-4, 
Bombay Dyeings Rs. 60, K o h i n o o r s 
Rs. 16, Swadeshis Rs. 18, Alcocks 
Rs. 32-8, Belapurs Rs. 16, Premier 
Constructions Rs. 16-4, Scindias 
Rs. 3, Wimcos Rs. 11 and Tata 
Powers Rs. 51-4, 
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Those who were hunting (or bar
gains and were tempted to sell short 
to take advantage of a technical 
recession were sorely disappointed 
and were forced to cover at pro
gressively higher rates, thereby 
pushing up prices still higher. A n d 
on Wednesday quite a big bunch of 
shares, viz., Tata Deferreds, Sim
plex, Bank of India, Central Banks, 
T a t a Hydros, Tata Powers, Wimcos 
and Premier Constructions were bid 
up to new highs recorded during 
the current year. Despite profit-
taking at higher levels, equities 
maintained small improvements all 
round. 

The market behaviour, however, 
suggested that Dalai Street opera
tors were becoming increasingly 
conscious of the vulnerable techni
cal position of the market. Despite 
the brighter sentiment, operators 
seemed reluctant to follow the rise 
at higher levels. And, in the absence 
of a follow-up, professional bulls 
were inclined to book their profits. 
For the recent sharp and persistent 
rise in equity values had eliminated 
weak bears and wi th most of the 
short covering over, the market had 
become technically vulnerable. 

After the close of the session on 
Wednesday, Tata Deferreds were 
marked down to around Rs. 
1,767-8. This lends support to the 
view that the market is ripe for a 
technical setback. In the circum
stances, operators would seem to be 
.well advised in liquidating their 
holdings at bulges wi th a view to 
replacing them at lower levels. 
'Those who are bullishly inclined 
should allow technical forces to 
have their ful l play before extend
ing fresh commitments. 

Steels displayed a buoyant ten
dency throughout the week. Bengal 
steels spurted on expectations of 
higher dividend. Tata Steels were 
pushed up on persistent short cover
ing and absence of fresh selling, 
following the dividend announce
ment. There is a feeling in stock 
exchange circles that dividends 
have been stepped up by the Tata 
Steel Company as also by the I m 
perial Bank w i t h the object of re
viving confidence in die investment. 

Cotton mi l l shares recorded hand
some advance on encouraging ex
port outlook under the stimulus of 

war psychology. The Governments 
announcement to license 125 m i l 
lion yards of coarse and medium 
cloth for export to soft currency 
countries for shipment before De
cember 1950 had a tonic effect on 
the trading sentiment in textiles. 
Kohinoors were particularly favour
ed on expectations of a higher 
interim dividend. 

The rise in prices during the past 
week was not confined to specula
tive scrips only. Banks, Insurances 
and Electrics also evoked consider
able investment support and regis
tered handsome gains. 

A persistent rise in Construction 
shares and chemicals on the one 
hand and the steady decline in 
Bombay Burmahs on the other leave 
little room for doubt that Dalai 
Street is closely watching develop
ments in Korea. Inquiry in shipping 
shares was based on the nimpur 
that the Government were contem
plat ing some measures for reserving 
coastal trade for Indian shipping 
companies. Support for Associated 
Cements was based on prospects of 
decontrol and the establishment of 
a joint organisation for marketing 
cement. These issues are to be taken 
up for discussion in Delhi on July 
28. 
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