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Weekly Notes 
No Export Subsidy Agreement 

NO W reputed to be the most 
prosperous capitalist country 

after the US, West Germany has 
kept Bri tain on tenter hooks for some 
time. The disquiet felt in Bri tain 
is of course about West German 
competition in wor ld markets which 
had been looming large on the 
horizon all these years. Of late, the 
vague fears had crystallised on two 
points. One was that the Deutsch 
M a r k which had become scarcer 
even than dollars, might be made 
convertible before sterling and thus 
West Germany might steal a march 
over Britain and gain an export 
advantage. The other is still some
what vague but nonetheless real, 
namely, that export credits are help
ing West Germany to wrest the 
markets won in the hard way by 
Bri tain, all the modernisation of 
plant and scientific development of 
the post-war years notwithstanding. 
The British Chancellor of the Ex
chequer succeeded a month ago in 
gaining a minor t r iumph by getting 
an undertaking from West Germany 
that the Deutsch M a r k would not 
be made convertible before sterling. 
This was by no means easy, con
sidering that West Germany has 
been pi l ing up surpluses in the 
European Payments Union which 
she could not exploit to her best 
advantage, because of the payments 
restrictions which she no longer 
needed for insulating her own 
balance of payments. 

Now the two Governments have 
agreed that none would provide Liny 
subsidies to exporters, " open or con
cealed ". A joint Anglo-German 
statement was issued to this effect 
last week. Also secured by the 
British Chancellor during his last 
visit, it is not so clear whose t r iumph 
it is. D i d Britain have to make 
this concession in order to persuade 
West Germany not to go ahead of 
her in the matter of restoring con
vertibility? It is true that the prices 
at which West Germany has been 
getting engineering orders to the 
chagrin of her British competitors 
have been a despair to the latter. 
But, by and large, it is not so much 
the handicap in prices but export 
credits which West German manu
facturers have been able to extend 
which has been the main burden of 
complaint. Unless export credit 
comes under the ban on " concealed 

subsidies ", the joint statement would 
not convey the re-assurance that is 
perhaps most needed. The text of 
the communication does not make 
it clear that it does. 

The Oldest Bear Turns Bull 

Ekalavya reports: 

TH E movement o f Tata O r d i 
naries provides a fascinating 

experience to Stock Market analysts. 
The present behaviour is by and 
large the outcome of a sudden 
change in the position of an old 
bear who has turned a bul l . A pro
minent industrialist operator sold 
about 10,000 Tata Deferreds ' short ' 
dur ing the years 1948 and 1949. It 
is believed he d id this because he 
feared a big recession and therefore 
provided for himself, at least a 
partial hedge against the adverse 
effects of the expected recession on 
his own chain of industries. A n d , 
for reasons best known to the ope
rator himself, he carried forward 
his ' short ' position continually t i l l 
the latter part of last month. This 
had been the largest carry forward 
of the biggest short seller in the 
history of the Bombay Stock Ex
change. W i t h the conversion of 
Deferreds into Ordinaries, his short 
position consisted of over a lakh of 
Ordinaries. This short position 
cushioned the market all these years, 
acting as an automatic check to any 
precipitous fall . 

This Big Bear decided all of a 
sudden last month to cover his 
entire sales. It so happened that he 
could carry out the operation at a 
steadily falling level, contrary to the 
normal market experience. Begin-

ning to his covering at around Rs 
196; bit by bit he could continue 
the operation at lower and lower 
levels and the last lot could be 
covered at around Rs 193. The 
reasons for his unusual success are 
really interesting. First, the bulls 
who thought that there was no like
lihood of an immediate rise in ordi
naries found a big buyer in this big 
bear who could absorb al l their 
holdings. Second, the fact that the 
Big Bear started covering his sales 
led some " s h r e w d " operators to 
believe that once the covering was 
completed, the market would be
come vulnerable and a fall inevi
table. This made them readily sup-
ply large bundles to the Big Bear, 
enabling h im to cover at falling 
levels. The consequence was that 
the market, which it was feared, 
would become vulnerable actually 
turned out to be quite strong. From 
the market point of view, it was a 
mere redistribution of the short 
position and rates did not go below 
Rs 193. On the contrary, the low 
carry forward rates of the last set
tlement coupled w i th the news re
garding increase in production and 
installation of the furnace gave a 
fil l ip to the market. One big Bom
bay bull entered the market and the 
" shrewd " bears were forced to 
cover in turn, bulls sitting tight. 

In one working day after the 
last settlement (3-6-'54), ordinaries 
rose by nearly 8 points. The 
" shrewd " bears who wore inciden
tally long in cotton had to meet 
wi th heavy losses in cotton which 
hastened them to cover their short 
sales in ordinaries at advancing 
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