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encourages speculation is not denied. 
However, its abol i t ion may create 
difficulties in the f loat ing stock of 
the market. Those who are aware 
of the stock exchange activity wi l l 
appreciate the supreme importance 
of an adequate f loating stock to 
maintain the l iquidi ty of the mar
ket. This problem, as well as that 
of taravani business, is at bottom, 
a reflection of the absence of a sav
ing class and of gvnuine investment 
activity. 

Far better it is to admit openly 
that stock exchanges in India are 
mainly " speculative ". Tha t being 
so, it is more pertinent to enquire 
how much '" speculative " activity 
can be' controlled. A n d . it would be 
interesting to know if there is any 
other device which is more success
fu l in control l ing speculation than 
trading on the basis of margins. 

Even on a margin system of t rad ing, 
r ich men wi l l have scope for gam
bl ing. But, a Committee which 
recommends " s p o t " transactions to 
be without control and would allow 
taravani business for member-bro
kers (that is, substantial speculating) 
can ill afford to f rown on a devise 
which is more knave-proof than any 
suggested by i t , although the device 
does have room for the rich to 
gamble. 

It is not a l i t t le reflection on the 
Committee that it relegates margins 
to emergency measures. Of what 
use is it to enforce margins if the 
crisis has already occurred? Equally 
strange is it that, in its treatment 
of the topic of laravani business, it 
does not recommend any device by 
which there can be a check on daily 
turnover. This is probably what it 

has in m ind , but it has failed to re
commend measures which can en
sure normal work ing of the market. 
T rad ing on a system of margins and 
a check on turnover are not emerg
ency measures. They are normal 
regulations under which a stock ex
change should work. Through these 
two devices alone, can the control l ing 
authorities f ind out whether even 
those who ar/- able are doing over 
activity in shares. One fails to ap
preciate how a control l ing board can 
operate wi thout any guide as to 
when and how the market is gett ing 
out of control. When it does get 
out of control, a crisis occurs. But 
then, the aim of regulating stock 
exchanges is to control speculation 
so as to avert a market crisis, w i th 
all its demoralising effects on the 
public and the investor. 

W e e k l y N o t e s 
Higher Earnings from Blocked 

Sterling 
" B E F O R E the ink had been dry on 

the new agreement signed by 
Pakistan in London about the dis
posal of her sterling balances, she 
made the London gilt-edged market 
sit up and take notice by setting 
about to buy stock in a big way. 
The short term bonds in which 
Pakistan's sterling balances, hi therto 
held in treasury bills, are being 
transferred give an yield of 1 ½  
per cent, instead of 1/2 per cent ob
tainable f rom deposits wi th the Bank 
of England. 

When the question of investing 
India's sterling holdings in higher 
yielding bonds was debated in Par
l iament, the Finance Minister ad
mi t ted that Ind ia had agreed not. to 
earn more than .8 per cent on them, 
this being the average rate earned 
before. Ceil ing can no longer be. 
binding, unless it be that Pakistan 
is no longer in the same boat wi th 
us. having concluded a new agree
ment w i th Bri tain. 

There was a time when it could 
be argued wi th plausibil i ty that to 
go in even for medium rated invest
ments would he to walk into Br i 
tain's trap, and v i r tua l ly agree to 
funding of these debts which Bri tain 
wanted us to do. That argument 
would no longer ho ld , now that the 
t ime schedule of sterling releases is 
fixed. It would be interesting to 
know whether the Government of 
India have the same freedom of 
investing the balances in our No. 2 

account in securities of varying ma
tur i ty as Pakistan obviously has, 
though it wi l l be unwise to shout 
about i t . Pakistan has switched 
over to higher yielding bonds so 
soon after the transfer of what are-
to be her currency reserves against 
her note issue from No, 2 to No. 1 
account, that speculation on the 
point wi l l be hard to stifle. Delh i 
never quite agreed that our free
dom in this respect was restricted 
in any way. If that is so, there is 
l itt le point in continuing the volun
tary 8 per cent ceiling on the earn
ings from sterling, now that we 
have agreed to a schedule of releases. 
London wi l l welcome this shot in 
the arm if we thought of a. switch 
over. Investment experts w i l l not 
be' so readily int imated by the' fear 
of turn ing the market against us as 
Shri Chintaman Deshmukh was. 

Widening Free Market in Gold 

WH E N Camil le Gutt 's term of 
office expired, it was a safe-

bet that the I M F would cease to be 
as adamant against al lowing sales 
of newly mined gold in the free 
market as it had been in the past. 
This expectation has not been be
lied though the decision did not 
come immediately and the Fund 
waited for the findings of the Com
mittee of Enquiry which it had set 
up earlier to go into this question. In 
acting thus the Fund has only bowed 
down to the inevitable if it has not 
merely given official recognition to 
what had been the fact. For 75 
per cent at least of the newly mined 

gold had already been f inding its 
way into the free market even be
fore the Fund gave its official bless
ings on it. 

Like other costs,, the cost of m in 
ing gold has also gone up so high 
that it now bears no relation to the 
official juice still maintained at the 
pre-war level. 

Whi le this relaxation puts an end 
to the attempts of the Fund to 
canalise' all available gold into 
monetary reserves, a number of 
countries are put t ing or were pre
par ing to put gold coins into cir
culation which is equally dif f icult 
to reconcile w i th the aims of the 
Fund to conserve gold. 

The Bank of Syria and Lebanon 
announced that on August 20, it 
would circulate Syrian gold coins 
which had recently been minted in 
the Uni ted States. 

The Bank of Me l l i I ran was 
also reported to have resumed the 
sale of gold coins to the publ ic, sales 
which had been discontinued in the 
last week of M a r c h so as to avoid 
smuggling of gold abroad. 

It may be mentioned incidentally 
that the free market in gold is more 
active' and is perhaps wider in its 
operations in the M idd le East than 
in any other par t of the wor ld 
though M idd le East free market 
quotations may not have the same 
influence on wor ld prices as those 
of Paris and Hongkong. 

A market has developed in ran
gier and Switzerland for gold certi
ficates representing the gold deposits 
in Tangier w i t h the Societe de 
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Banque Tangier Suisse which is an 
offshoot of a finance house estab
lished in Zurich. 

Before the I M F decision was an
nounced, Colombia was studying a 
project to authorise the mint ing of 
gold coins in denominations of five 
and ten pesos in order to assist the 
gold mining industry. The idea 
was that gold coins would circulate 
freely, and any premium over their 
face value would be returned to the 
mineis after deduction for min t ing 
charges. It was speculated that gold 
coins might be traded at as much 
as four times their face value. But 
now that the I M F has relented, all 
surh speculation should be laid at 
rest. 

World Trend in Cotton and Fibre 

DU R I N G the past one month 
there has been a persistent i m 

provement in the prices of textile 
raw materials which in turn has had 
a stabilising effect on the export 
prices of textile piece-goods. 

The upward movement has been 
led by the swift rally in the New 
York Cotton Market which firmed 
up from a low of 33.5 cents to 
around 37 cents per lb. What re
versed the trend was the reluctance 
of the American fanners to sell cot
ton at a lower price in the open 
market and his ability to take ad
vantage of the Government loan 
and price support programme which 
guarantees a min imum price of ap
proximately 31.½ cents per lb. This 
is reported to have withheld about 
50 per cent of the crop from the 
open market at the moment. The 
cotton farmers have succeeded in 
manipulat ing prices to their ad
vantage. The result has been a 
widening of enquiry on the part of 
the import ing countries who are 
anxious to cover a major part of 
their requirements for the coming 
year at the ru l ing prices. 

Ind ia has been no exception and 
it is understood that the sealing of 
600,000 bales of cotton allotted to 
India for the current year has al
ready been almost completed. It 
is believed in knowledgeable quar
ters that the Government of India 
are likely to allot further foreign 
exchange for import of American 
cotton in view of its competitive 
price compared to other foreign 
growths like Egyptian, Pakistan and 
East African cotton. 

The rise in cotton has brought 
about a. sympathetic improvement 
in other textile fibres particularly 
raw staple fibres which have ad
vanced sharply by about 20 to 25 

per cent wi th present prices quot
ing from 40 to 43d. for bright stip-
ped 1.5 denil staple fibre 1½ denil. 
There has even a greater advance 
in yarn prices which have gone up 
in some cases upto 30 per cent. 

So also have prices of raw wool 
which had slumped below pre-
Korean levels. Some varieties like 
cross-bred marine, etc., have been 
evincing a strong tendency to har
den at recent auction sales in New 
Zealand and Australia. Prices have 

been reported to have improved 
further from 10 to 15 per cent at 
the last sale at Auckland. 

I t , therefore, appears that on the 
whole prices of textile fibre have 
turned the corner and that then' is 
a possibility of their improving fur
ther in view of the broadening en
quiry and the distinct change in 
sentiment in New York Cotton 
Market following the slightly reduc
ed crop as estimated by the revised 
crop survey. 
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