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under unitary control 
The question may be asked, how 

did Indian castorseeds, the prices of 
which had remained out of parity 
w i th prices in the world markets 
and specially Brazil—its chief pro
ducer—meet w i t h such a heavy 
foreign demand? It may be of inter
est to note here that not a single 
ton of castorseeds was exported 
from India during the fiscal year 
1949-50. The main reason for the 
reappearance of export demand is 
that Brazil had a poor crop last year 
and whatever supplies it had to 
oiler was bought up by US months 
ago. This year, the harvest in Brazil 
is expected to be fairly good and 
hence it is anticipated that after 
two months, Brazilian castorseeds 
may again capture the world mar
ket. The new crop in India which is 
intimated round 1,10,000 tons w i l l 
come on the market after four 
months and in the meanwhile, there 
w i l l be very little of carry-over left. 
It may be pointed out, however, 
that the cultivators who had hoard
ed stocks have received the ful l 
benefit of the recent rise in prices. 
Dealers and exporters had to hunt 
for castorseeds in the interior of 
Hyderabad, Saurashtra and Gujerat 
to meet their commitments. 

The groundnut crop promises to 
be fairly good and this has resulted 
in a small recession in groundnut 
prices from the recent peak levels. 
Groundnuts bold quality which fet
ched Rs. 47-4 a few days ago are 
now selling at Rs. 45-8 and Khan-
desh quality at Rs. 46-8 as against 
Rs. 48. The crop wi l l start moving 
in Khandesh in a few clays. 

Groundnut oil ex-mill has come 
down to Rs. 125-4 from Rs. 25-14 
and October delivery contract to 
Rs. 24-11 from Rs. 25-3. The ex
port policy for the new season is still 
to be announced but in the mean
while, Saurashtra Government's 
move to start a State Trading Cor
poration for export trade in ground
nuts has given rise to serious mis
givings in trade circles. The yield 
of groundnuts in Saurashtra is about 
2 lakh tons annually. 

Irregular movements have mark
ed trading in linseed and even small 
buying or selling orders arc having 
exaggerated effect on prices. L i n 
seed hold ready is reported at Rs. 
41-10 and October delivery Rs. 42.2. 

The much inflated edible oi l 
prices have hit the consumers rather 

badly. There are so many claims on 
"grow more" items such as food-
grains, cotton, jute and oilseeds that 
the Government find it difficult to 
decide the. proper priorities for 
them. Even though there is no con
trol on oilseeds, production is i n 
adequate to meet the country's re
quirements and export demand. 
The best possible course for easing 
the position of edible oils would of 
course be to reserve non-edible oils 
for soap-making and to forbid the 
use of edible oils for industrial pur
poses, so that larger quantities of 
cocoanut and groundnut oil can be 
made available for human consump
tion. Moreover, imports of cocoanut 
oil should be allowed freely. 

This has, of course, been done 
already. 

The fate of the Bi l l for 
prohibi t ing the manufacture of 
Vanaspati or hydrogenated oils 
which is responsible for the increas
ed demand for groundnuts is await
ed w i t h interest. Another remedy 
suggested for .meeting the shortage 
is to encourage large scale crushing 
of cotton seeds wi th a view to aug
ment the production of- vegetable 
fats while the cotton seed cake can 
be well utilised as cattle feed instead 
of feeding cattle on cotton seeds 
without extracting the oi l from 
them. In other countries cattle do 
not need all the oil the cotton seed 
contains. 

The Stock Exchange 

Upward Trend Halted 

H O L I D A Y S cut short trading 
during the week only to two 

days, namely September 7 and 11. 
But neither a large number of holi
days nor the extension of trading 
hours from two to three has had any 
visible effect on the turnover in the 
market. This is mainly because out
side support remains almost absent 
and in the absence of such support 
professional operators are obliged to 
indulge in their usual stonewalling 
tactics which are quite unprofitable. 

Since speculative activity con
tinues to provide the mainstay of 
the market, few would welcome the 
change in the hours of business for 
the simple reason that specultaors 
can make or lose as much money in 
two hours as in three hours. But it 
is arguable that it may have a de
terrent effect on kerb trading. For 
tired by three hours of shouting and 
moving about in the crowd, opera
tors may be left wi th little energy 
and enthusiasm for transacting busi
ness after the official closing of the 
market. 

Either Dalai Street operators 
have li t t le value for time, or they 
must have remarkable patience. 
Otherwise, the extension of trading 
hours must have evoked strong pro
test from them since the volume of 
business passing in the market is 
hardly sufficient to keep operators 
busy even for two hours. It is indeed 

Wednesday, Morning 

interesting to note that the promi
nent professional jobbers in Tata 
Steel Deferreds left the trading ring 
during the mid-session on Monday 
September 11 in despair, in view of 
the lack of business and continued 
narrow fluctuations in prices. 

The hesitancy on the Stock Ex
change is understandable. Pending 
the Appellate Tribunal 's verdict on 
the textile bonus issue and the 
International Monetary Fund's de
cision on Pakistan's exchange rate 
as well as Pakistan's reaction to if , 
operators are not inclined to extend 
their commitments. Resides, they 
also want to know the changes in 
the Congress camp, if any, following 
the election of Shri Purshottamdas 
Tandon as the new President. 

Stock exchanges may be more of 
gambling dens than agencies for 
directing the nation's savings into 
productive channels. But that they do 
stimulate economic and political 
thinking, cannot be denied. Since 
the election of Shri Tandon as the 
Congress President, Dalai Street has 
been busy discussing its possible 
effect on the economic and political 
climate in the country. The victory 
of Shri Tandon, it is argued, may 
bring to the surface the differences 
between Pandit Nehru and Sardar 
Patel. It may bring about a funda
mental change in the approach to 
the numerous important issues out-
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standing between India and Pakis
tan- Shri Tandon s Presidential ad-
dress, it is hinted; may contain 
much that would be of significance 
from the viewpoint of the stock ex
change. For instance, the Congress 
President may make important ob
servations on the issue of capital 
levy for raising the finance necessary 
for the rehabilitation of refugees. 

However, w i th sellers continuing 
reserved due to general expectations 
of devaluation of the Pakistan rupee 
and hopes of early end of the textile 
strike, equities have recorded small 
improvements under the lead of 
Ta ta Steels which were marked up 
on September 11 to close at a new 
high level for the current year. But 
the. improvement in prices was not 
reflected in increased turnover and 
the market lacked that bullish fer
vour which one would expect when 
a market leader like Tata Deferreds 
establishes a new high at the closing. 

Tha t despite the improvement in 
equities, Dalai Street should con
tinue to present an extremely dull 
appearance may appear somewhat 
intriguing. Opinion regarding the 
immediate outlook for equities is 
sharply divided. The renewed hesi
tancy and narrow fluctuations on 
the stock exchange certainly admit 
of widely different interpretations. 
Those who arc impressed wi th the 
behaviour of Ta ta Steel Deferreds 
may argue that the market is sim
ply consolidating its recent gains. 
But it can also be that the market 
has called a halt to its upward trend 
and is marking time for taking a 
downward plunge. 

The improvement in Tata Steels 
can be easily explained. It is partly 
due to optimism about steel output 
at Jamshedpur during the coming 
months and in part to general reluc
tance on the part of operators to sell 
shares which are still quoting cum-
dividend. Besides, the news that the 
US w i l l reimpose control on export 
of iron and steel also had a steady
ing influence on steels. Not that 
India imports steel from the US but 
because it indicates the change in 
the world supply position of steel 
following the rearmament drive. 

The general behaviour of the 
market, however, does not seem en
couraging. Though sellers remain 
reserved, the current levels appear 
too high to attract large follow up 
support because of the obscure eco
nomic outlook. A n d it goes wi thout 

STOCK EXCHANGE TRENDS 
(In Rupees and Annas) 

saying that no rise in prices can be 
sustained through purely professional 
support. 

A l l eyes are at present turned to 
the International Monetary Fund's 
decision in respect of Pakistan's ex
change rate. It is generally believed 
that the Fund would recommend a 
lower rate of exchange for the Pa
kistani rupee. And devaluation, it is 
argued, would lead to resumption 
of normal trade between India and 
Pakistan. This, in turn, would en
sure adequate supplies of jute and 
raw cotton, the essential raw mate
rials for India's two major indus
tries. Hence it would have a steady
ing effect on shares, particularly 
jute and textiles. 

Do stock exchanges not thrive on 

anticipation? Indeed the persistent 
rise on the Calcutta Stock Exchange 
during the past few weeks has been 
essentially based on the belief that 
Pakistan would soon devalue. The 
news would, therefore, seem to have 
been fully discounted in advance. 
No one, therefore, need be surprised 
if equities start dr i f t ing lower after 
the announcement of devaluation 
by Pakistan. But should expectations 
regarding devaluation be belied, 
equities are likely to suffer a heavy 
setback all round. 

A n d one cannot rule out that 
possibility. Latest press reports show 
that there has been a r if t in the 
Pakistan Cabinet on the issue of re
valuation of currency. The Pakis
tan's Prime Minister has recently 
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denied rumours about the impend-
ing devaluation. That of course is 
not unusual on such occasions. T h a t 
apart, M r . Liaquat Ali Khan's 
statement that "real friendly rela
tions between Pakistan and India 
can never exist unless the Kashmir 
issue is justly solved" is likely to 

have a unsetting effect on the 
market The economic and polit ical 
implications of the Kashmir Issue 
are well known but prospects of an 
early peaceful settlement of this dis-
pute do not seem encouraging. Be
sides, the textile strike continues and 
its end is not yet in sight. 

Money Market 

Return to Orthodoxy 
NEWS emanating from New Delhi 

lend colour to the suspicion 
that New Delhi is contemplating a 
combination of fiscal and financial 
measures wi th physical controls to 
combat prices. The implied assump
tion contained in the annual report 
of the Reserve Bank, that regulation 
has not conformed to basic econo
mic factors has fostered the appre
hension that the policy of cheap 
money may receive a setback. 

This problem is of topical interest 
because of the sharp difference of 
views on the exact policy that 
should he followed in the event of 
war. There are some who believe 
that, as wars cannot be fought wi th
out currency expansion and reason
able interest rates, the gilt-edged 
may become active. Indeed, the 
steadiness in the local gilt-edged 
market is partly due to the growing 
belief that inflation w i l l be an in
evitable accompaniment of rearma
ment. 

Vet, it is of interest to note the 
new orthodoxy in monetary policies 
that are visible in some countries. 
Steps taken in Sweden to deal wi th 
the threat of renewed inflationary 
pressure, arising partly from the 
international situation and partly 
from internal conditions, arc highly 
intriguing. More significant is the 
immediate reason which has caused 
the change in the policy of the Swe
dish Government. 

U n t i l recently, the Swedish Gov
ernment have relied mainly on price 
and import controls, l imitation of 
dividends and wage-freezing to 
keep the inflationary pressure under 
check, and have rigidly avoided re
sort to the weapon of interest rates. 
Indeed, the long-term interest rates 
haw been kept pegged at 3 per 
cent, though this has meant heavy 
open market operations by the Riks-
bank on many occasions. 

Recently, however, the Swedish 
Government have tentatively revert

ed to orthodox counter-inflationary 
"measures: The Riksbank support 
has been wi thdrawn tentatively, and 
the bond market has been left to 
find its own level. Simultaneously a 
system of legal cash reserve require
ments has been enforced on com
mercial banks, which wi l l become 
effective from the beginning of the 
next month. These measures haw-
not yet had any adverse effect on 
the Swedish money and the gilt-
edged market. But the change of 
emphasis from the "business rigidity 
to a certain measure of flexibility" 
has been emphasised in a recent 
article in The Banker 

In the United States, too, the re
cent differences of opinion between 
the Treasury and the Federal Re
serve about bond market policy has 
revived discussion of the case for 
monetary as against physical con
trols in the light of Korean war and 
of intensified stock-piling and de
fend- preparations. In a recent 
monthly letter issued by the Na
tional City Hank of New York, the 
problem of interest rates is discus
sed in detail. 

Arguing against the advocates of 
a return to the frozen pattern of 
interest rates of Wor ld War I I , i t is 
emphasised that it is a "misfortune" 
that the management of the public 
debt "has, wi th few exceptions, 
fallen into a routine," However, it 
adds, that "no weapon in the coun
ter-inflationary arsenal is more rea
dily available, more flexible, more 
impersonal, and yet more persuasive 
in its effects", than the Federal Re
serve action "to avoid an unneces
sary increase in its Government se
curity holdings or to produce a de
sirable decrease.'' 

Apart from the interested propa
ganda and arguments by banks and 
bankers, it is significant that the 
changed monetary policy in Sweden 
is immediately traceable to the 
abandonment of the wage freeze 

agreement, the cornerstone of the 
stabilisation programme n o t only, in 
(Sweden but in a l l countries which 
pursue a policy of controlled, mixed, 
economy. It is in this context that 
the recent decision of the British 
Trade Union Congress to abandon 
the policy of restraint on wages as
sumes disturbing significance. 

Even so, it may be safely assumed 
that the financial world w i l l need 
a lot of convincing that an orthodox 
monetary policy is likely to be im-
plemented in the future while it has 
not been enforced in the past de-
cade, although this means that the 
alternative would be a re-introduc
tion of the paraphernalia of physi
cal controls and controlled alloca
tion of scarce supplies. 

Wi th this as the wider back
ground, it may be of interest to exa
mine financial trends and develop-
merits in this country in the past 
twelve months. An examination of 
relevant data reveals that some of 
the implied assumptions and argu
ments, contained in the annual re
port of the Reserve Bank for the 
year ended June 30, 1950, have no 
statistical basis. 

Today, the volume of note cir
culation is Rs. 68 crores below that 
of a year ago. Though the Bank's 
holdings of rupee securities show an 
increase of Rs. 33 crores in the 
twelve months ended September 8, 
1950, the combined holdings of in
vestments and rupee securities reveal 
a rise of only Rs. 13 crores. As 
against the possible increase of Rs; 
13 crores of currency in circulation 
as a sequel to open market opera- 
tions, the Central Government's 
balances wi th the Reserve Rank 
show an increase of Rs. 35 crores 
wi th in the year. 

After a substantial decrease for 
some months, demand deposits of 
scheduled banks has again improv
ed, and now stand at Rs. 3 crores 
more than the volume of a year ago. 
True , scheduled banks' deposits w i t h 
the Bank are materially lower, but 
that may be due to the fact that, 
though declining, bank advances are 
higher today than those of a year 
ago. Statistics do not suggest that 
the authorities have pursued a policy 
of monetary expansion in recent 
months. This is as it should be. 
But this also encourages the hope 
that the policy of stabilisation of 
money and interest rates w i l l not be 
revised in the light of recent wor ld 
developments. 

910 


