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Around The Markets 
True to Style 

AP P R O X I M A T E L Y three weeks 
ago, Dala l Street experienced 

a bad break in prices. It was then 
widely believed that the boomlet 
had come to an end. There was an 
appreciable set-back in prices; mar
ket commentators discussed that the 
investor, who was supposed to be at 
the back of the recent boom, had 
taken fright. In the absence of i n 
vestment support, stock exchange 
shares receded further. There were 
additional reasons, such as the 
Kashmir deadlock and the textile 
strike, which aggravated the down
ward trend in equities. 

In the current week, the down
ward trend seems to have been 
halted. It is as yet too early to say 
whether the market has resumed the 
upward trend. At the moment, opi
nion is sharply divided. A section of 
the market believes that this week's 
developments indicate that the 
downward trend has definitely set 
i n ; that, the spurt is merely techni
cal; that it has not been possible to 
maintain the rise is an indication 
that the trend is downward. 

There is something in this. There 
are some, however, who believe that 
this week's developments are typi
cal of a secondary phase of a p r i 
mary bul l market. For one thing, it 
could be argued that the recent fal l , 
coming as it d id after a prolonged 
rise, was neither unexpected nor un
natural. The price spurt was quite 
impressive, and the fall was over
due. Besides, the extent of the fall 
was not heavy enough to justify be
lief in a reversal of the trend. Tha t 
the market has again begun to look 
up would seem to lend weight to 
this view. 

For, optimists can argue that, des-
pite reported warnings and appre-
ensions, the market has steadily 

knoved up during the past two years. 
It is time that the rise has not been 
heavy or too rapid. Also true it is 
that, after every spurt, the market 
has registered a recession. These 
too frequent ups and downs may 
have obscured the primary upward 
trend. But market analysts would 

appreciate that this is the other ideal 
pattern of a developing boom 
market. 

M u c h is being heard of invest
ment inactivity. There are financial 
and economic data in support of the 
choked flow of investment. The new 
issue market remains dormant; even 
sound industrial concerns find it 
difficult to raise capital. W i t h the 
exhaustion of the powers of self-
financing of industry through accu
mulated reserves and through issue 
of bonus shares, industry is cither 
taking resort to loans from the 
Government or doing without need
ed replacement of plant and ma
chinery. Above a l l , there is lack of 
interest in the gilt-edged market. 

Yet, there is the proverbial other 
side of the shield. There is statistical 
evidence that the flow of investment 
has not been as slow as it is widely 
believed. Production may not have 
improved, but foreign trade statis
tics reveal a highly satisfactory 
trend of imports of machinery in 
the past three years. Indeed, the 
paradox of heavy imports of plant 
and machinery along w i th declining 
production has yet to be satisfac
torily explained. For, the usual ex
planation of lack of raw materials 
is no longer true except for jute i n 
dustry. 

Those who are prone to lament 
the absence of investment activity 
would also seem to ignore the con
sistent rise in stock exchange values 
in the past two years. Such a con
sistent and prolonged spurt in stock 
exchange values cannot occur wi th 
out genuine investment support. It 
is a stock exchange axiom that spurt 
in equiites cannot be sustained 
through professional activity alone. 
Both the behaviour of the stock ex
change and foreign trade statistics 
would seem to lend weight to the 
assumption that the flow of invest
ment has not unduly dried up. And , 
nothing has happened in the past 
three weeks to raise doubts that the 
dammed up or that investors have 
process of investment has been 
ceased to evince interest in stock 
exchange. 

Current Phase 

On this assumption, it is reason
able to expect the stock exchange 
to remain steady. There are tem
porary unfavourable factors. The 
textile strike is hampering produc
tion. In an uncontrolled economy, 
temporary stoppage of production 
may even lead to a speculative rise 
in equities on the argument that as 
production dec lines, prices are likely 
to move up, thereby augmenting 
profits. In a controlled economy, 
however, where prices are controlled, 
lower production must necessarily 
affect profits and, hence, the d iv i 
dend-paying capacity of industry. 
Tha t explains the hesitant trend in 
textiles. 

Ominous also are the implications 
of the Kashmir deadlock and of the 
yawning budget deficit of the Union 
Government. More significant than 
the failure of the Dixon Mission is 
the report that Pakistan is not able 
to fulfil the military quota to the 
United Nations army in Korea be
cause of her home requirements and 
commitments. Though the; growing 
budget deficit may not lead to i n 
creased taxation, any deterioration 
in the Kashmir situation, coupled 
wi th increased relief expenditure on 
displaced persons and on afflicted 
peoples in Assam, Bihar and U.P. 
may compel the Government to go 
back on the promise that, even 
though it may not be possible to 
lower the tax load, the tax burden 
wi l l not be raised. 

Though the possibility of an i n 
creased tax load seems remote and 
though world rearmament continues 
to have bullish effect on stock ex
changes, the irregularly hesitant 
trend in equities arises from doubts 
and apprehensions about the near-
distant future. Suspicion deepens 
that the Uni ted Nations army may 
not retain its foothold in Korea. 
This apart, there is a vague appre
hension that, in a couple of years, 
the Communist domination of 
South-East Asia may grow. It is 
this undercurrent of the developing 
communist threat that hampers 
activity on stock exchanges. 

Commodities 

Rubber and base-metals arc still 
well above the prices prevailing be-
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modities has subsided. Official buy-
fore the beginning of the war in 
Korea. But the boom in these com
ing prices for some of the base-
metals have been lowered the Un i t 
ed States has announced a modified 
stock-piling arrangement. These 
developments have halted the boom 
in scarce and strategic raw mate
rials, though the feeling persists that 
the set-back is likely to be tem
porary. Indeed, continued set-back 
in these commodities is not likely as 
the rearmament drive gets going. 
A n d , it is of interest to note that 
responsible persons in Bri tain are 
advising the Government to begin 
stock-piling as a safeguard against 
future contingencies. 

O i l seeds and pepper seem to be 
exceptions to the general fall in 
strategic commodities. To argue that 
the rise in oilseeds is mainly specu
lative, is to over-sirnplify the issue. 
Speculators could not push prices 
up for long in the absence of an 
active foreign demand for Indian-
oilseeds. Despite the sharp rise in 
prices,, exports of oilseeds do not 
seem to have been materially affect
ed, though the latest decision of the 
Government to fix export quotas 
may have a salutary effect on prices. 
In retrospect, it appears that Indo
nesian competition in the world's 
pepper markets has been unduly 
played up. Neither the post-de
valuation rise in pepper prices nor 
the possibility of increased competi
t ion from Indonesia has appreciably 
affected exports of Indian pepper. 
That is why pepper prices continue 
to be steady at fairly high levels. 

Off the Record 

Assam in Distress 
WH E T H E R it is teething 

troubles or the growing pains 
of adolescence, the Eastern Hima
layas have not yet come of age. The 
unsettled state of the crust of the 
earth in Northern Assam has cost 
the people very dear indeed. The 
direct damage of the earthquake 
was probably not heavy. Probably, 
that is, because the actual extent of 
the damage is not yet known. The 
population, especially the aboriginal 
tribes, art* so scattered and some of 
the tr ibal areas are so inaccessible 
even in normal times that wi th the 
roads broken up by wide fissures 
and crevices, railway track twisted 
out of shape, bridges and culverts 
bodily removed and rivers either 
drying up or in spate, it is too early 
yet to know about land-slides that 
may have swallowed up whole v i l 
lages and large chunks of inhabited 
regions. 

The loss of lives direct from the 
earthquake many not be heavy for 
another reason, Assam is used to 
frequent earthquakes and hence 
adaptation to environment, most 
primitive of instincts, has happily 
been very actively in operation in 
these parts. Assam has developed 
in consequence an art of house 
building which gives a certain i m 
munity to these houses from such 
shocks. Thatching materials, bamboo 
and timber being plentiful, brick-
buil t houses are rare and after the 
tragic lesson of the last considerable 
earthquake in the late twenties, the 
permanent structures that have been 
raised, have invariably been of re
inforced concrete, a development 
made possible by the production of 
cement w i th in the province as it was 
before par t i t ion. 

Geologists now discount the 
theory of volcanic eruption being 
responsible for the tragedy. Geologi
cally and seismologically, Assam is 
the most unstable region in India 
as it lies along the prominent geo
logical ' f a u l t ' line along the foot 
of the Himalayas in the Northern 
Assam ranges. But it is at a safe 
distance from volcanic regions, l iv 
ing or dormant. Himalayas are the 
youngest mountains in the world 

and the elevation of a 1,600 miles 
long mountain range, 250 miles 
broad, is a heavy strain on the rocks 
which occasionally slip off under the 
strain. Some of these rocks d id slip 
off somewhere beyond the Assam 
frontier, perhaps in the Tibet-China 
border region or upper Burma, The 
epicentre was far away probably 
somewhere near the origin of the 
mighty Brahmaputra. This is i n 
ferred from the fact that the Dihang 
river which rises from South East 
Tibet and flows into the Brahma
putra was drying up immediately 
after the earthquake and later burst 
into sudden flood. Its torrential 
waters subsequently submerged the 
town of Pasighat in upper Assam. 
Either an eruption of the river bed 
or some other disturbances of the 
earth's surface damped up the Brah
maputra at places and bombers of 
the Indian A i r Force were requisi
tioned to blast up these obstructions, 
so that waters of the river may not 
be dammed up to dangerous heights 
only to break through h t e r and 
inundate the lower reaches of the 
river. 
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