
Foreign Exchange and the Plan 
AS the Calcutta Stock Exchange 

closed on Friday last for the 
Puja holidays, the technical vulner
abil i ty of Lyons Range became 
evident. In normal circumstances, 
such a long holiday should have 
prompted some "bear" covering. 
In consequence, equities might have 
been expected to stage a technical 
rally, No such development was 
witnessed on Friday last. On the 
contrary, equities eased further on, 
what looked like, t ired "bul l" l iqui
dation. Because of the continuous 
fa l l in the last few weeks, such a 
behaviour of equities was a l l the 
more intriguing. Its technical im
plications should not be ignored. 

It would seem, in retrospect, that 
the continuous fa l l in equities has 
been due to persistent liquidation 
by holders. There have been occa
sional "bear" sales. But the "short" 
position in the market has never 
been substantial in recent weeks. 
Even those who sold "short" im
mediately as the rise in the Bri t ish 
Bank Rate came to be known must 
have covered their sales long be
fore Lyons Range closed for the 
Puja holidays, LIC's timely sup-
port must have frightened "bears" 
to take cover promptly. In the 
absence of any active "short" in 
terest, there was no covering de
mand as the market closed for the 
holidays. Instead, weak "bulls" 
liquidated. So, equities eased 
further. 

Inflation 
Subsequent behaviour of Dalai 

Street confirms the prevailing 
gloomy outlook about equities. 
Gradually, the realisation is dawn-
ing that a curtailed Plan would 
slow down the tempo of industrial 
activity. There is something in 
this argument, but it should not be 
over-emphasised. At the moment, 
there is growing apprehension that 
TTK's mission for foreign loans 
and aid may not be very successful. 
Neither President Eisenhower nor 
the President of the World Bank 
sounded helpful during the delibera
tions of the annual meetings of 
of the Brettonwoods twins. And, 
w i t h the substantial fresh Bri t ish 
draft on I M F , some time must 
elapse before India can make simi
lar demands on the Monetary Fund. 

Stock markets succeeded in absorb
ing the shocks from the budget. 
But as, some weeks ago, it became 
evident that credits would become 
scarcer, investors jumped to the 
conclusion that that would cause 
a slowing down of the Plan. Sti l l , 
there were hopes that the "hard 
core" of the Plan would be imple
mented. TTK's mission abroad is 
mainly aimed at ensuring the "hard 
core" of the Plan. But, as latest 
developments indicate, there are 
growing doubts in Lyons Range 
whether TTK's mission w i l l be 
successful. 

That is why equities have develop
ed fresh weakness at the time of 
this wr i t ing . Investors' pessimism 
is not without basis. It is true that 
Pandit Nehru has already antici
pated President Eisenhower in the 
latter's reminder that economic 
development is "a homespun pro
duct". But there have been hopes 
that Washington w i l l respond to 
New Delhi's request for a substanti
al dollar loan. President Eisen
hower is not unsympathetic. He 
is aware that a helping hand in the 
shape of financial and technical 
assistance can help underdeveloped 
countries to solve their special 
economic problems and troubles. 
But the American Congress remains 
unconvinced. 

There are many reasons why 
Washington does not like the look 
of New Delhi. But the reluctance 
of the Congress to sanction loans 
to countries like India which do not 
align themselves wi th America is 
well-known. That may or may not 
explain President Eisenhower's em
phasis on private international in
vestment. Admittedly, the Bret
tonwoods twins were created to 
foster the resumed flow of private 
foreign investment. These Organi
sations are not entirely to blame 
for their failure to achieve the aim. 
Neither the political nor the econo
mic climate is congenial. Recent 
experience indicates that foreign 
lending w i l l continue to be on a 
Government-to-Government level. 

There is more than one reason 
why private international investment 
is not l ikely to resume its accustomed 
nineteenth-century volume. For one 
thing, few countries have any surplus 

to invest abroad. In America and 
West Germany, the only two surplus 
countries, there is ample domestic 
scope for private investment. T T K 
seems hopeful that New Delhi's re-
cent gestures wi l l attract foreign 
private capital to this country. That 
remains to be seen. Meanwhile, it 
is doubtful whether even private 
foreign investment can be of help 
to India at this juncture. Wi l l pr i 
vate foreign capital be wil l ing to 
invest in the public sector or 
in those sections of the private 
sector which are within the Plan? 
Else, private foreign (or domestic) 
investment at present may mult i
ply India's economic problems, and 
may further endanger the Plan. 

Import Credits 

Not private foreign investment, 
but arrangements for deferred pay
ments for imports of capital goods 
are what India needs urgently. 
Wi th the recent increase in Bank 
Rate, such aid by Britain is likely 
to be insufficient. There is scope 
for such assistance from America. 
Hopes linger that such help in sub
stantial amounts wi l l be available 
from West Germany. These avenu
es for securing foreign exchange 
are now being explored by India's 
Finance Minister. There wi l l be 
hope, that his talks w i th American 
exporters and credit agencies wi l l 
bear fruit, though indications are 
not very bright. 

Even so, it is clear beyond the 
shadow of a doubt that even the 
"hard core'' of the Plan wil l be 
endangered without the loan sought 
by New Delhi from Washington. 
Prospects for such a loan on a 
Government-to-Government level 
seem unencouraging. It is not 
quite clear whether Washington is 
sympathetic about India's request. 
But it is no longer a secret that, 
even wi th Washington's sympathy, 
such a Joan in the needed volume 
may not be endorsed by the Ameri
can Congress in its present mood and 
temper. It would be idle to speculate 
on this issue. Much depends on the 
outcome of TTK's mission. And 
the present quiet trend in equities 
reflects investors' awareness as to 
how much depends on the avail
abili ty of an adequate dollar loan 
from America. 
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