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£50 million over and above the 
£50 million carried forward from 
the previous exchange year—in al l , 
£100 mil l ion. It would, however, 
be rash to conclude that India wi l l 
not experience any balance of pay
ments difficulties this year or that 
it would he possible for her to relax 
import restrictions considerably. 

For one thing, at the current 
rate, India would be running a 
trade deficit of approximately 
Rs. 110 crores for the current fiscal 
year. Statistics indicate that the 
balance of payments position has 
begun to deteriorate again by the 
second quarter of the current year. 
Probability is that, on current indi
cations, India wil l be requiring all 
the £100 millions that would be 
available to her for expenditure 
during the current exchange year— 
the more so as food imports have 
been resumed on a large scale. 

Simultaneously, there are indica
tions that the speculative move
ments of " hot " money are over. 
According to statistics cited above, 
it would seem that the reverse flow 
of " smart " money was exhausted 
by the second quarter of 1950. 
Just as the out-How of vagabond 
capital in anticipation of devalua
tion aggravated the drain on 
India's as well as the sterling 
area's foreign exchange resources, 
the reverse How of speculative 
capital movements has accentuated 
the improvement in the balance of 
payments position. 

Available statistics do not indi
cate any appreciable increase in 
foreign investment or in participa
tion of foreign capital in Indian 
industries since devaluation. It is, 
therefore, to be presumed that the 
improvement in the balance of 
payments position is due to the 
reverse How of " hot " money. 
How such massive out-flow as well 
as in-flow of " hot " money could 
have occurred despite exchange 
control, is an intriguing query. 
But relevant statistics for India as 
well as the sterling area as a whole 
leave no doubt that extensive spe
culation in foreign exchange conti
nues despite exchange control. 

More germane is the fact "that 
speculative movements of short-
term capital to and from the coun
t ry seem to have cancelled out 
each other by the second quarter 
of 1950. If speculation for a 
higher pound sterling gathers 
momentum, the in-flow of truant 

capital may be resumed. That 
apart, the speculative short-term 
capital movements seem to be 
events of an irrelevant past. What 
is neither irrelevant nor insigni-

The Stock Exchange 

Dulling Trading And Debentures 
Wednesday, Morning 

THE Stock Exchange has re-
mained dull and drab. There 

has not been much activity and 
in the absence of fluctuations, there 
was no incentive even for profes
sional dealings. For the best part 

ficant is that India continues to 
run a trade deficit and that the 
probability is that India's balance 
of payments difficulties wi l l recur 
again in the immediate future. 

of the sessions, operators appear
ed to be more busy gossiping on 
other matters than on those relating 
to their profession. The main 
cause for this state of affairs is the 
continued absence of outside sup-
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port. As readers of this column 
must be aware, the main prop for 
the stock exchange in recent weeks 
has been the anxiety of bulls to 
liquidate their long holdings, parti
cularly in Tata Steels, and now 
that much of their long position has 
been comfortably trimmed, the 
market has settled down to await 
fresh developments, if any. 

What are the issues affecting the 
present market sentiment? The 
international political situation is 
still vague, for following the entry 
of the United Nations' forces into 
Nor th Korea, there has so far been 
no definite indication of the reac
tions of Soviet Russia or of China. 
Have the latter reconciled them
selves to action by the United 
Nations in whose decisions they 
have had no share and which, in 
fact, has apparently been acting 
much against their wishes? 

Internally, there has been no 
development of any major signi
ficance. At least operators on the 
stock exchange have found none to 
influence them either way. Pro
nouncements by their spokesmen 
that the Government wi l l not let 
flown industry are not new. But 
ihey are hardly noticed. Indiffer
ence to Government efforts to put 
order into industry sums up the 
attitude of stock exchange operators, 
while the general investing public 
remains even more apathetic. 

Marketwise, therefore, trading 
has remained dul l , even in the nor-
mally active industrial scrips. Spe
culative counters have been traded 
in , within the smallest range of 
price fluctuations, and the volume 
of business put through has remained 
at an extremely low ebb. The 
extension of the trading hours from 
two to three has helped further to 
accentuate the dullness of trading 
in the ring. That such extension 
has helped to curb kerb trading 
cannot be fully conceded; for, 
regardless of the stipulated hours 
of trading in the ring, it is the 
general market psychology that 
decides the volume of business that 
has to be put through in a day 
and that in turn can alone decide 
the length of time that would be 
required for trading. Kerb trading, 
it seems, cannot be legislated out. 

Section wise, the steels section 
was devoid of any noteworthy fea
tures, except that the fluctuations 
were confined wi th in a very narrow 
range. Tata Steel Deferreds opened 

on Thursday last around Rs. 1,725 
and closed around Rs. 1,717-8 yes
terday and hardly ever did the 
quotation go outside this range. 
Comparable figures for Indian Irons 
and Bengal Steels were Rs. 30-7 
and Rs. 30-9-6, and Rs. 21-9 and 
Rs. 21-6 respectively. 

Textiles have generally maintain
ed their previous levels except for 
a few scrips like Simplex and Swa-
deshis in which a small improve
ment was noted. As the strike had 
not earned a landslide in cotton 
mil l shares, the catling off of the 
strike has also not materially 
affected the ruling prices. This is 
sufficient in itself proof that outside 
support has been practically absent. 

The Appellate Tribunal's award, 
however, has yet to be digested. 
Though it maintained the status 
quo, it has given rise- to a discus
sion of the basic principles of com
pany finance and market sentiment 
lias been affected by the various 
pronouncements contained in the 
judgment. The need for a thorough 
appraisal of the principles relating to 
capital formation from out of com
pany reserves, the basic nature of 
bonus, etc., still remain disputed 
issues. 

Banks, Insurances and Electrics 
continued to rule quietly steady 
with a negligible volume of business 
being put through. Among avia
tion shares, there has been a little 
activity in Ai r lndias which attract
ed some attention on the press 
report that the Civ i l Aviation 
Enquiry Committee had supported 
Mr. J. R. D. Tata and opposed the 
views of the Communications Minis
t ry on the question of night air 
mail service. 

It was mainly the miscellaneous 
section that provided any scope for 
trading. Bombay Burmahs were 
better on short covering and scat 
tered buying induced by expecta
tions of a higher dividend for the 
last financial year. Market circles 
expect that the dividend wil l be 
around Rs. 15 to Rs. 17 per share. 
Other scrips that came in for atten
tion at slightly better levels were 
Associated Cements and Scindias. 

The depressed state of the capital 
market has been common know 
ledge. Further evidence of it is 
being provided by the efforts of 
some companies to raise debenture 
or preference capital in preference 
to issuing ordinary shares. Besides 

the Indian Iron and Steel Company 
who now want only about Rs. 1.5 
crores by way of preference shares, 
the original proposal for a mixed 
issue having been withdrawn, the 
Tata Mills and the 1 Tata Locomotive 
and Engineering Company are 
entering the market respectively for 
Rs. 40 lakhs of 5 per cent, deben
tures of a maturity of between 15 
and 20 years and for Rs. 4½ crores 
in the form of both cumulative 
preference shared and unclassified 
hares, the latter being essentially 

tor the present the same as prefer 
ence shares Risk capital, it is be
coming increasingly clear, is still 
not prepapred to come forward, the 
industrial outlook being what it is. 

DE V E L O P M E N T of both agri
culture, and industry vitally 

depends upon availability of ade
quate power. The present installed 
capacity of generation of electricity 
in the country, both hydro-electric 
and thermal, is about 1½ mil l ion 
kilowatts. Extension of existing sta
tions and setting up of new ones 
arc proceeding rapidly at present so 
that in the normal course, installed 
capacity may be doubled wi th in the 
next 5 years. 

Generation of electric power com
mensurate with the all-round econo
mic advance that is contemplated 
here should have a target of 10 m i l 
lion kw. of installed capacity, wi th in 
next 15 years. As stated above, the 
actual capacity wi l l be around 
3 mill ion kw. at the end of the next 
5 years. The second 5 year plan 
could set its objective at doubling 
the capacity from 3 to 6 mil l ion, kw. 
and a further expansion of 4 m i l 
lion kw. in the th i rd stage, thus 
completing 10 mil l ion kw, of instal
led capacity distributed evenly all 
over the country at the end of 
15 years. 

This is a practicable target, well 
wi th in reach wi th our existing re
sources arid wi th the general expan-
sion of national income which is to 
accrue. In Great Britain in 1949 
alone capacity expanded by 
1 mil l ion kw. and the same rate of 
expansion is being maintained in 
1950, while in the next 3 years ex
pansion w i l l take place at the rate 
of 2½ mi l l ion kw, per yean The 
expansion advocated in India wi l l 
appear modest enough compared 
to it . 
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