
Brighter Textiles And Air Services 

THE working of the Bombay 
Stock Exchange during the week 

suggests that the outlook for lead
ing indystrials is encouraging, at 
least for the immediate future. 
Prices have maintained the up
ward trend which became evident 
towards the close of the previous 
week, chiefly under the lead of 
the textiles. This is hardly sur
prising in view of the developments 
in the textile industry which 
have been top news for the market. 
A slight broadening of enquiry has 
been noticed but market analysts 
have not failed to notice also that 
the advance in other sections of 
the market has not been such as to 
suggest a long-term improvement. 
The advance in Tata Steels has not 
been as pronounced as that in 
textiles. Tha t despite market 
expectations of a record output for 
October around 67,000 tons, Tata 
Steels should remain so quiet, is 
intriguing. 

Basically, the pattern of trading 
continues to be marked by lack of 
outside support. Professional acti
vity still remains the main prop 
of the market and the confidence 
of the outside public in current 
equity values has not returned. It 
is possible that existing values 
w i l l be maintained by mere pro
fessional support and the outside 
public may be slowly obliged or 
induced to buy at the tops as is 
not uncommon in a period of 
rising values in the stock market. 
Be that as it may, the present rise 
needs watching, for there has cer
tainly been no development on 
the economic front of any great 
significance. Even the stability 
of the recent trend of higher export 
earnings is in doubt and if any 
material improvement in industrial 
production is in the offing, it still 
lies in the womb of the future. 

Despite the rise in equity values, 
the volume of turnover has not 
increased; caution and hesitancy 
continue to mark the trading in 
the market. Towards the close of 
the week, market circles had been 
discussing the advisability of book
ing profits, and one may witness in 
the next few days profit-taking on 

Thursday, Morning 
a fairly large scale. A technical 
recession would be quite in order 
at this stage at any rate. 

That textiles should monopolise 
the attention of the operators is 
understandable. There is little 
doubt now that cloth prices wi l l 
be revised upwards. The Govern
ment stand committed to such a 
revision by their announcement 
that high costs of imported raw 
cotton w i l l be given the due consi
deration in fixing prices for cloth. 
Almost every variety of cloth 
produced in the country w i l l cost 
more following the rise in the price 
of domestic raw cotton. But in so 
far as any rise in prices of cloth 

that may be sanctioned wi l l only 
be to the extent of the increase in 
the raw material prices, it is dif
ficult to believe that the profit 
earning capacity of the industry 
wi l l be any better.' On' the other 
hand, because of the rise in cloth 
prices, which wi l l have to be pretty 
heavy, if they industry is to be fully 
compensated for the rise in cotton 
prices, there may be a considerable 
decline in the marketability of cloth 
whether inside the country or out
side. At best, therefore it may be 
possible to maintain the present 
level of profits in the textile indus
try, not to improve upon it . There 
is definite l imi t to the demand for 
do th at high prices and sooner or 
later that l imit would be reached. 
Consumer resistance to such high 
prices has not been unknown in the 
recent past. 

Market sentiment, of course, is 
hardly ever based on a logical study 
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of developments and their possi
ble repercussions. Curiously enough, 
one of the reasons behind the 
advance in textiles is the growing 
belief that some of the mills are 
going to issue bonus shares. That 
Bombay Dyeings w i l l issue bonus 
shares in the ratio of one share for 
every share held now appears to 
be a certainty. Others may follow. 
The issue of bonus shares, however, 
does not mean an automatic in
crease in the profit earning capacity 
of the companies concerned. Such 
may, indeed, be the result in the 
long run but not in the immediate 
future if the new capital coining 
out of the reserves is properly ut i 
lised. It is, therefore, felt that 
either the rise in textiles cannot 
continue for long or that, possibly, 
there may be a slight set-back. 
Such a set-back wil l not be un
healthy. 

Conditions in the capital mar
ket continue to remain unchanged. 
Tha t there is no likelihood of new 
equity issues being favourably re
ceived is common knowledge. More 
and more companies are therefore 
seeking to raise the needed funds 
by issue of debentures and prefer
ence shares rather than equity or 
risk capital. Debentures now carry 
attractive rates around 5 per cent. 
The real investor appears to be in 
need of definite assurances in regard 
to the return he may expect. 

The latest proposal for issue of 
debentures is from the Premier 
Automobiles L t d . who, it is under
stood, have already got a leading 
firm of stock brokers in Bombay to 
underwrite their proposed issue of 
R.N. 50 lakhs worth of debentures 
carrying an interest of 5½ per cent 
and of a term maturity of ten years 
only. That the Company is ap
proaching the market so cautiously, 
when they have in their authorised 
capital some Rs. 4 crores worth of 
cumulative preference shares, is yet 
another indication of the state of 
the capital market. This is con
vincing evidence that real investors 
have little faith in the level of 
industrial profits in the next few 
years. 

Though the brightest spot was 
the textiles section, under its lead 
other sections also received a little 
better inquiry. Airways shares, par
ticularly Air-Indias, spurted the 
A i r Transport Enquiry Committee's 
recommendation that there would 

be no need for nationalisation, ex
cept for ideological reasons or 
defence considerations, and that all 
that is required to put air transport 
on a sound footing is the rationali
sation and a re-grouping of the air
lines. The Committee also re
commended Government subsidy 
to the airlines unt i l they break 
even, which the market does not 
seem to have seriously considered 
yet. 

In the miscellaneous section 
Belapurs hit a new high for the 
current year at Rs. 279-8. There 
is an expectation that Belapurs wi l l 
also be issuing bonus shares 
shortly, Associated Cements have 
also been in form on expectations 
of higher profits and touched Rs. 
174 which is a little better than 

the previous high for the current 
year at Rs. 172-8. Wimcos also 
improved to Rs. 245 on similar 
expectations. 

A noticeable feature earlier in 
the week were Tata Chemicals 
which made a sporadic rise from 
Rs. 12-3 to Rs. 12-13 on expecta
tions that the company would very 
slowly resume payment of dividend 
on cumulative preference snares at 
5 per cent. It may be noted that 
holders of these shares have not 
been paid any dividend since 1943. 
The company must have made 
good profits to enable these pay
ments to be resumed and, therefore, 
there may be a chance for the 
ordinary share holders also, if not 
in the current year, at least in the 
next few years. 

controlled prices for the supply of 
raw materials in the form of kapas. 

Though the demand for funds 
from trade quarters for stocking 
raw materials may not he large, the 
combined demand for accommoda
tion from trade quarters and ..(from 
importers may extend the resources 
of the money market in the coming 
months. True, for the first time 
in six months, there was no trade 
deficit in September. But some 
months ago, import restrictions were 
relaxed, and the full impact of this 
relaxation has not been felt yet. 
As freer imports pour in , the mar
ket may experience the consequent 
deflationary repercussions. 

Neither the expected increase in 
the trade demand for funds nor the 
possibility that imports may expand 
has yet had any visible effect on 
money rates. Nor, on current in
dications, does the market expect 
any appreciable stringency as the 
possible deflationary consequences 
of enlarged imports may be expect
ed to be neutralised by the normal 
expansion in exports in the next 
few months. 

Besides, the Government's declar
ed policy of maintaining interest 
rates on an even keel involves oc-
casional assistance to the market 
in emergency situations. Though 
the volume of note circulation con
tinues to be on the decline, the 
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Export Season 
Money Market 

ONE swallow does not make a 
summer It may be hasty to 

come to any conclusion from sche
duled banks' returns for a single 
week. Rut it is significant that 
bank advances registered a rise in 
the week ended October 20, 1950, 
alter a prolonged and continuous 
downward trend. Though declin
ing, the pace of decrease in bank 
advances had slowed down in re
m i t weeks. 

It is arguable that this is what 
is to be expected in view of the 
fast approach of the busy export 
season. At the moment, the mar
ket is, perhaps, feeling the impact 
of combined Puja and Diwali de
mand for funds. Soon, the market 
wil l experience the demand for 
funds for financing crop move
ments. Though jute movements 
remain inadequate and uncertain 
because of the continued trade 
deadlock between India and Pak
istan, the cotton crop has begun 
to move. 

Even so. there are indications 
that the demand for funds from 
industry for accumulating raw 
materials may riot be very heavy. 
Though the cotton textile industry 
has not adopted the system of col
lective buying of cotton, it has in
directly accepted the principle 
of co-operative purchases of cotton 
so as to avoid paying higher than 


