
THE ECONOMIC WEEKLY August 15, 1954 
Around Calcutta Markets 

A Year of Recovery, 
The gloom in industry and stock markets, prevalent a year ago, has been dispelled. Reduced costs, 

increased demand for manufactured goods and rising industrial production explain the change. 

A Y E A R ago, there was gloom 
in industry and in stock mar

kets. A l l the symptoms of a deve
loping economic depression were 
prevalent. Unemployment was 
acute. Because of lack of purchasing' 
power, industries were faced wi th 
mounting stocks. Food prices conti
nued to be higher. Though indus
trial production was not declining, 
unsold stocks meant lower earnings 
and profits. As industry limped, 
stock markets languished. 

Industry' and stock markets were 
then pre-occupied wi th the alleged 
impediments to recovery. Industry 
was loud in its complaints about 
industrial tribunal awards. It ranted 
against high taxation. There was 
clamour for abolition of export 
duties, and for removal or reduction 
of excise duties. There were re
peated appeals by industry to New 
Delhi to create an atmosphere con
genial to industrial development. 

New Delhi was equally perturbed 
about the gloomy state of affairs. 
But. it was thinking on different 
lines. Its main preoccupation was 
to devise means to maintain employ
ment. It was discussing plans for 
abolition of controls to placate indus
try. It was hopeful that the time 
was fast approaching when it would 
be possible to deration food, and to 
cheapen food prices. 

These were the dual influences 
and possibilities which were gov
erning stock market movements a 
year ago. Stock markets Mere de
pressed. But, even a year ago, there 
were faint indications that the stock 
markets were hopeful that the situ
ation would begin to change for the 
better. Industry and the stock 
markets entertained hopes that, the 
Finance Minister would lower taxa
tion to stimulate industrial progress. 
Industry was demanding reflation to 
expand money incomes so that de
mand for industrial products could 
expand. 

Some of the hopes and demands 
of industry and stock markets have 
materialised. That is why equity 
prices are higher today. Though 
the events have not turned out pre
cisely as anticipated by industry and 
the stock markets, developments in 
the past year justify the current spurt 
in equity prices. So far as the Cal
cutta Stock Exchange is concerned, 
there are special factors which have 
assisted the upswing. 

To begin from the beginning, it 
was the reduction in the jute export 

duty last September which initiated 
the spurt on Clive Street. Market 
operators were shrewd to realise that 
the reduction in the export duty 
would stimulate exports of jute 
goods. This expectation did mate
rialise. But it is doubtful whether 
hessian exports in 1953-54 would 
have been as high as they were 
without the unexpected Argentine 
demand for Indian jute goods, 

TEA OVERCOMES CRISIS 

By August, 1953, it became 
apparent that the tea industry had 
overcome its crisis. Throughout 
1953, the average prices for external 
and internal auctions were rising. 
But, strange as it may seem in re
trospect, Tea shares did not rise 
materially in 1953. Improved world 
demand and restricted Indian output 
caused a rise in tea prices. Even last 
year it became known that the in
dustry would continue the voluntary 
restriction scheme for the current 
season. 

Despite these encouraging deve
lopments, Tea shares did not register 
any notable improvement in 1953 
because of fears that 1953 profits 
might not wipe out the 1952 losses. 
This season's export and internal 
auction prices continue to be 
higher. In the last three months, 
many tea companies have published 
their annual accounts. Most of the 
tea companies have,, paid higher 
dividends. Almost all the tea com
pany reports contain certain encour
aging features. That is why, Tea 
siiares continue to move up. By all 
current indications, the prospects for 
Tea shares seem to be bright. 

Clive Street is traditionally inte
rested in tea, coal and jute indus
tries. Of these three industries, 
coal remains depressed. Tea indus
try and Tea shares are booming. 
There is controversy about the 
future of the jute industry. Mean
while, Clive Street has discovered 
the prospects of two other industries. 
In recent months, if has shown an 
active interest in Engineering and in 
Paper shares. To understand, as 
well as to appreciate, Clive Street's 
newly-acquired interests, it is neces
sary to analyse the wider economic 
events. 

This focuses attention to the 
issues of bonus shares by Calcutta 
companies in the last twelve months. 
This development started by the 
beginning of the second half of last 
year. It was at its maximum inten-

sity 'during the last quarter of last 
year. It still continues at a d imi
nished pace. It has significant im
plications. This Calcutta develop
ment has some peculiarities which 
deserve emphasis. 

During and immediately after the 
war, many Bombay companies issued 
bonus shares. Stripped of technical 
jargon, issues of bonus shares mean 
and involve capitalisation of reserves. 
This process of increasing capital 
structure has two aims. It may or 
may not be induced by the impli
cations of high taxation. But it 
reflects' that particular company's 
confidence in the future. It is an 
implied admission that, if the com
pany concerned is hopeful about its 
prospects, it is only just and fair 
that it should offer its existing 
shareholders the opportunity to 
benefit from the company's future 
betterment. 

Bonus issues by the Bombay com
panies during and immediately atfer 
the war led, in many instances, to 
waterisation of capital. Bombay's 
example was not then emulated by 
Calcutta. This time Calcutta ini
tiated the process. Some of the 
companies which issued bonus shares 
have published half-yearly accounts. 
These companies have not slashed 
their dividend payments since the 
increase in their capital structure. It-
is, therefore, a permissible deduction 
that issues of bonus shares have not, 
in many instances, led to waterisa
tion of capital. This has profound 
significance in relation to the 
future industrial development. 

BYPASSING NEW ISSUES? 

Issuing bonus shares may be an 
ingenious device of bypassing the 
shy new issue market. But industry 
does not increase its capital structure 
unless it is assured of future pro
gress. Many companies in Calcutta 
began to issue bonus shares, be it 
emphasised, long before the Finance 
Minister announced, in his last bud
get speech, that deficit financing 
would be stepped-up, and long be-
fore it became clear that the Gov
ernment was interested in emphasis
ing industrial development in the 
second Five-Year Plan. 

Deficit financing has been step-
ped-up. It is now no longer a secret 
that the scope of the Five-Year 
Plan wi l l be expanded, and that the 
second Five-Year Plan would give 
top-most priority to progress in the 
private industrial sector. These 
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developing events explain, and 
justify, the spurt i n , and progressive 
popularity of, Engineering shares. 

There has been considerable im
provement in equity prices in the 
last twelve months. It has three 
bases. Lower food prices have not 
only cheapened labour costs. They 
are expected to enable the common 
man to spend more on the life's 
necessities which industries produce. 
Increased deficit financing is expect
ed to augment money incomes. 
From the changing attitude of the 
Government, industry is hopeful 
that New Delhi is now inclined to 
encourage expansion in the private 
industrial sector. 

Industry takes what l i t t le comfort 
it can from the Government's 
changing attitude to industrial t r ibu
nal awards. It is impressed with the 
Government's decision to appoint a 
Taxation Inquiry Commission. It 
did not receive the Shroff Commit
tee's report with enthusiasm. But 
it notes with satisfaction that the 
Reserve Bank has liberalised the Bill 
Market Scheme. It has even' reason 
to be satisfied wi th the Bank's 
prompt decision to appoint a Com
mittee to suggest the procedure of 
forming a consortium of banking 
and insurance companies to under
write or to invest in new issues of 

shanes and debentures of industrial 
companies. 

JUTE MILLS DELEGATION REPORTS 

Clive Street is never really happy 
unless the jute industry and Jute 
shares are booming. It is reconciled 
to the depression in the coal indus
try. It is pleased that the tea in 
dustry has overcome the crisis. But 
it is disturbed that changing world 
political and economic developments 
are threatening the future of the 
jute industry. Many committees 
and commissions have examined the 
prospects of this industry. Last 
week, the Delegation sent by I J M A 
submitted its report. Jute shares 
have improved since the publication 
of the report. But the Delegation's 
findings are not very encouraging. 

From the report, it is evident that 
the Delegation is of the opinion 
that the dreaded American recession 
has come and gone. It is hopeful 
about the American demand for 
Indian Jute goods in the near 
future. But it is concerned that 
the Indian Jute industry faces grow
ing competition from its rivals in 
the American market, and that sub
stitutes are ever-present threats to 
the industry's prosperity. 

It is only to be expected that the 

I J M A D e l a t i o n w i l l recommend 
abolition or reduction of the export 
duty- There w i l l be no quarrel 
wi th the Delegation's basic conclu
sion that the Indian Jute industry 
can withstand competition from its 
rivals and substitutes only by quot
ing competitive prices. So the 
Delegation wants the removal or 
reduction of the export duty. New 
Delhi's aims are not different from 
those of the industry. But New 
Delhi thinks that the identical aim 
can be achieved by producing more 
through increased working hours. 
Here is the rub. 

Calcutta's industries have deve
loped around areas where water is 
easily available. Chimneys from fac
tories belch out smoke from both the 
sides of the Marhatta Di tch , as well 
as from both the banks of the 
Hooghly. These factories are now 
functioning almost at top gear, This 
is statistically registered on the up-
ward price curve traced by equities 
on the Calcutta Stock Exchange. 
But the chronicler of stock market 
movements shares the occasional 
doubts, expressed by those who fre
quent Lyon's Range, the Dalai Street 
of Calcutta, about whether the 
community's money incomes are 
keeping pace with growing indus
trial production. 
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