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Equities Lack Support 
Wednesday, Evening 

I N C R E A S I N G L Y i t becomes 
obvious that the stock markets 

lack consistent investment support 
at current levels for equities. De-
spite the dividend announcement by 
I I S C O , in spite of the strength in 
Tea shares, the Calcutta Stock Ex
change remains hesitant. Many 
weeks ago, the fa l l ing trend was 
halted. There is no selling pressure. 
Tha t is why, equities remain steady. 
But, in the last few weeks, all 
attempts to push prices up have 
proved short-lived. Equities, thus, 
remain quietly steady at almost un
changed levels. 

Yet, the technical situation is not 
unpromising. Throughout October, 
the settlements for Ind ian I ron were 
heavy; deliveries were dragging the 
prices down to lower levels. Al though 
the dividend announcement of one 
rupee per share, free of income-tax, 
has not caused any bullish enthu
siasm in the market, deliveries are 
likely to be smaller in the coming 
weeks. In cash scrips, too, delive
ries are no longer as heavy as in the 
recent past. These are encouraging 
technical indications to the future 
behaviour of equities. 

Indian Iron Prospects 
On the basis of the dividend re

cently announced, Ind ian l i o n do 
not yield even three per cent, at 
current quotations. Even Ta ta 
Ordinary yield more than Ind ian 
I ron . But equity prices are not 
based on past performances, but on 
future prospects. Recent reports 
indicate satisfactory output at the 
Burnpur Works. This year's pro
duction is likely to exceed that of 
last year. This is not denied by in
vestors. But there are doubts 
whether I I S C O can step-up d iv i 
dend payments. 

There may be reasons why the 
stock market is rather doubtful about 
I I S C O dividends in the near future. 
But it would seem that the agree
ment about the pr ior charges relat
ing to the servicing of the two loans 
is being over-emphasised. Both 
Indian I ron and Ta ta Ordinary have 
developed an irregularly lower t rend 
for some time now. This is mainly 
due to fears about the effects of the 
Government's steel expansion pro
jects on the existing companies. 

Be that as it may, market circles 
expect that the coming settlement 

in Ind ian I r o n by the end of this 
week may not be as heavy as the 
last three settlements. For cash 
scrips also, the deliveries are no 
longer heavy. These developments 
indicate that investors are not eager 
to sell at the current levels for 
equities. From' the negative aspect, 
therefore, the situation is not un
satisfactory. It needs, however, to 
be emphasised that investors show 
litt le inclination to add to their com
mitments. And it is obvious that 
the market cannot move up unless 
there is investment support. 

Tea Shares 
Rising deliveries are having their 

effects on auction prices. Both i n 
ternal and export demand remains 
f i rm. But this week's average 
auction prices for both export and 
internal sales are lower than those 
of the immediately preceding weeks. 
It is doubtful whether the declining 
tendency in average auction prices 
is due to the recent increase in the 
export quota. It seems to be main
ly due to the regular resumption of 
arrivals from up-country wi th the 
restoration of rai l and road commu
nications damaged by the floods. 

Not lower auction prices, but the 
uncertain trend in equities in general 
seems to have affected Tea shares 
in the last few days. Olive Street 
is not pessimistic about Tea shares. 
But these shares arc not moving up 
partly because of the irregular 
market trend, and the uncertainties 
about the findings of the committee 
appointed to investigate the problem 
of confining tea auctions to centres 
w i t h i n the country. This committee 
is now in session in Calcutta. 

Despite these factors, market cir
cles expect Tea shares to move up 
as the equities develop a decisive 
upward trend. Clive Street has re
vised its dividend expectations for 
Tea shares. But there are some 
doubts that the expected boom in 
the tea industry may not be as pro
longed or active as anticipated earlier 
because of the possible recommen
dations of the Plantation Enquiry 
Committee. These factors are in 
h ib i t ing activity in Tea shares. 

Jute Goods Firm, Shares Steady 
Prices for raw ju te and for jute 

goods continue to firm-up. It is 
now clear that this season's Pakistani 
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jute crop w i l l be poor due to the 
flood damage. It is equally clear 
that consumption of raw jute w i l l 
expand as the industry continues to 
work longer hours. 'There are 
reasons for rising raw jute prices, 
although opinions differ about the 
firmness in jute goods. 

For the first time in recent months, 
stocks of jute goods at the end of 
October show some rise dur ing the 
month. This may be partly due to 
seasonal factors. Improvement in 
hessian prices may not be unjustified 
as hessian stocks show a decrease of 
3,800 tons. But prices for sacking 
are also going up, although sacking 
stocks show an increase of 5,300 
tons at the end of October. It is, 
however, believed that China w i l l 
enter the market soon. Sacking 
prices are f i rming up as China w i l l 
be a buyer mainly of heavy goods. 

It is not surprising that jute shares 
remain quietly steady, as new jute 
and jute goods move up. It is en
couraging news that the Chinese 
demand may absorb the rising out
put of sackings. It is also welcome 
that hessian stocks are now lower. 
But the market is puzzled by the 
absence of the American demand in 
accustomed volumes at this t ime of 
the year. By the end of this month, 
the American demand for Indian 
jute goods for this year w i l l be 
known. A n d Jute shares may not 
resume a consistently upward trend 
t i l l that time. 

W i d e r Issues 
It is clear that the prolonged hesi

tancy in equities is due to certain 
intervening economic developments. 
There is growing belief that, instead 
of suggesting any reduction in taxa
tion, the 'Taxation Enquiry Com
mission may recommend an increase 
in the total tax burden. Shri Chin-
taman Deshmukh's observations be
fore the Nat ional Development 
Council seem to lend weight to it. 

'There are reasons to believe that 
stock markets are rather perturbed 
about the Government's reported 
decision to amend Article 31 of the 
Constitution. It is evident that any 
statutory curtailment of rights to 
property may have adverse reper
cussions on stock and capital mar
kets. Such apprehensions have been 
affecting stock market activity in 
the last three months. 


