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Around the Markets 

Bear Squeeze in Indian Iron 
Thursday, Morning 

DA L A L S T R E E T looked rather 
t i red last week. Technical 

considerations induced a cautious 
tendency. Trad ing generally was 
marked by small turnover and nar
row fluctuations. In view of the 
steady advance in prices, profes
sional "bulls " were inclined to take 
profit . But w i t h the continued 
squeeze in Ind ian Irons, " bears" 
were in no mood to exploit the tech
nical position of the market. They 
were, however, less anxious to cover. 
On balance, closing prices on Wed
nesday showed only minor varia
tions f rom the previous levels. 

There was nothing in the week's 
news to arouse market enthusiasm. 
Stock Exchange operators seemed 
less concerned w i t h the progress of 
the Kashmir talks or about Korea 
than wi th the " bear squeeze" in 
Indian Irons. The pace of rise 
slowed down considerably and there 
was a marked decline in the volume 
of business at higher levels. Most 
of the weak " shorts " i n Ind ian I r o n 
were forced to covet, leaving the 
market technically vulnerable. 
Prospects of attracting follow-up 
support at higher levels not being 
encouraging, if only because the 
" squeeze " is now common know
ledge, there is room for doubt whe
ther the " b u l l " syndicate w i l l be 
able to liquidate its rather unwieldy 
holdings of Ind ian I r o n wi thout 
causing a precipitous decline. 

Dalai Street's trading pattern is 
suggestive of an early al l-round re
action, if only to help the market 
to consolidate recent gains. M u c h 
depends on the behaviour of Indian 
Irons. A break in these shares 
could unsettle the entire situation. 
For the outlook for cotton m i l l 
shares is by no means clear. Ex
porters report a steady decline in 
overseas inquiry and a consequent 
fal l in prices, particularly of finer 
varieties. Doubts are also expressed 
about output being maintained at 
its present level. Tha t the rise in 
cloth production in recent months 
has been due mainly to the mills ' 
anxiety to take advantage of higher 
stamped prices in the current quar
ter, is a warrantable inference. 

Banks, insurances and electrics 
continued to show a steadier ten
dency w i t h business remaining 
small. T h e rise in prices was due 
more to lack of selling than to any 

marked improvement in investment 
inquiry. Sentiment was assisted by 
the steadiness in the Gilt-edged 
market. The Bombay Munic ipal i ty 
had no difficulty in selling its four 
per cent 1964 Loan for Rs 2½ 
crores. Issued at Rs 97-12 the Loan 
yields four and a half per cent 
which compares favourably w i t h the 
yield from other loans. Subscrip
tions totalled Rs 2,73,98,000 and all 
of them were accepted. 

Response to the three months' 
Government of Ind ia treasury bills 
was also quite encouraging. Against 
the call for Rs 2 crores, subscrip
tions aggregated Rs 4.99 crores. 
Tenders at Rs 98-8-3 were accepted 
in ful l and those at Rs 98-8 were 
allotted 98 per cent. The average 
rate of interest is Rs 1-15-11 against 
a l i t t le more than half per cent in 
December 1949, when sales were 
discontinued. It would be rash to 
discuss the implications of treasury 
bills' sales unless results arc watched 
for a few months. The slack season 
not being over yet, response in the 

coming weeks may be expected to 
be favourable. Sales of Treasury 
Deposit Receipts which were avail
able on ' t a p ' since October 1948, 
have been discontinued from Sep
tember 10. 

* * * 

W i t h arrivals heavy and the off
take showing no visible improve
ment both gold and silver suffered 
sizable declines from the previous 
week's levels. Gold forward was 
marked down from Rs 92-6½ to 
Rs 89-12 and silver forward from 
Rs 164-6 to 160-10. Sellers pre
dominated. Intermit tent b e a r 
covering failed to stem the decline. 

It appears that professional bulls 
were optimistic about a rise in the 
official price of gold. T h e views of 
South Africa and Australia are 
well-known. Mr Nicholas Havenga 
told the International Monetary 
Fund at Mexico City that " past 
efforts to maintain the price of gold 
at an artificial level have cost the 
wor ld dearly in human welfare." 
The gold producers argue that costs 
of mining have increased. Besides, 
a rise in the price of gold w i l l 
" lubricate the machinery of inter
national trade, and induce larger 
production of gold to keep wor ld 
trade going." 
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But Mr John Snyder, Secretary 
of the US 'Treasury, says that a 
boost in the price of gold means a 
devaluation of the dollar. A n d 
since United States has controlled 
inflation and is doling out huge 
sums in foreign aid the case for a 
rise in the price of gold loses its,  
force. Assuming that the price is 
raised by $10 per ounce, and the 
production is at the peak level of 
1940, the annual increase in the 
earnings of all those outside US 
and Russia w i l l be about $625 m i l 
l ion. The value of existing stocks 
w i l l not increase by more than 
$3,000 mi l l ion . But in the event of 
devaluation of the dollar, America 
w i l l not be able to mainta in the 
loans and grants which arc current
ly running at a figure of about 
$3,000 a year. There is a chance, 
however, that America may agree 
to a free market in newly minted 
gold. 

* * * 
Oilseeds prices steadied after an 

early decline. Business, however, 
continued smal l Overseas buyers 
showed scarcely any interest in the 
Ind ian market, and quoted lower 
prices. America was a buyer of 
castor oil commercial quality around 
19½ cents a pound against 20½ a 
week ago. Groundnut oil and l i n 
seed oi l were down by about £4 per 

ton each. 
Castor M a y was marked down to 

a record low level of Rs 134-8 per 
candy on Friday but recovered later 
to Rs 143 on heavy " s h o r t " cover
ing. The recovery was due mainly 
to technical considerations, the re
cent decline being rather steep. 
Sentiment was helped by reports of 
unsatisfactory rains in the produc
ing centres. The stock position con
tinues tight, but the outlook for 
castor depends mainly on export 
prospects. 

* * * 

The Pakistan Government's an
nouncement abolishing export duty 
on Comilla and Deshi cotton and 
a cut on other varieties w i l l streng
then exporter's demand here for a 
clarification of the policy of the 
Government of India . The imme
diate effect has been a fall in the 
prices of exportable varieties here 
and a rise in Karachi prices. 

With the end of price support, 
excellent crop prospects and a large 
carry-over from the current season 
a reduction in ex-port, duties was 
generally forecast. Anticipat ing the 
measure overseas buyers had com
pletely wi thdrawn from the Karachi 
market. To sell cotton abroad, the 
only alternative to relief in export 
duties open to Pakistan was de
valuation. 

I t is difficult to assess the repeiv 
cussions of the cut in duties by Paki
stan on the Indian market. W i t h 
comparable varieties here cheaper, 
traders do not seem to be much per
turbed by Pakistan's action. The 
trend of prices in Karachi and 
Bombay, however, w i l l now be 
watched wi th interest. 

* * * 

Artif icial silk yam continued to 
show an easier tendency last week. 
Prices suffered a further decline due 
to continued poor off-take and fear 
of large and early arrivals from 
Europe. 150 D Japan, September 
delivery, was marked down from 
Rs 843 to Rs 821 per case of 200 
pounds. Staple fibre 2 x 40, Sep-
tember delivery, lost another Rs 40 
at Rs 713 per bale of 400 pounds. 

The " kariana " market generally 
was du l l . Fluctuations were nar
row. Black pepper eased from 
Rs 3,233 per candy, spot, to Rs 3,1 13 
due to continued lack of American 
inquiry. Gloves were down by 
Rs 10 at Rs 470 per Bengal maund. 
Cinnamon fluctuated b e t w e e n 
Rs 68-8 and Rs 70-8 per Bengal 
rnaund. Sugar continued subdued 
due to poor oil-take. The mills are 
anxious sellers in fear of a further 
decline in prices. Policy for the 

new season is awaited. 
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