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Around Calcutta Markets 

Technical Set-back ? 

QUITIES continued to move 
up in the current week, thou-gn 

technical factors caused a mild set
back at the time of this wri t ing. 
There has been fair "bul l" support 
to speculative scrips in the last few 
weeks. It is, therefore, not without 
significance, nor surprising, that 
shares have tended to register a 
slight fall at the time of the settle
ment. That was what happened a 
fortnight ago. The experience is 
being repeated now. Wi ld rumours 
may have caused the immediate 
eet-back. But the antics of specu
lators cannot obscure the basic tech-
nical reason for the small decline 
in equity prices as the settlement 
time approaches. 

This is a desirable development 
on technical grounds. But this is 
not as significant a market factor 
as the relatively quiet trend in 
cash scrips in the last few days. 
It was the low, out steady 
improvement in cash shares which 
initiated the recent spurt in specula
tive counters. It is the other way 
about at the moment. Speculative 
scrips continue to forge ahead. But 
the upward trend in cash shares 
seems to have been halted. This 
phenomenon should not be over-em
phasised. But it should not he com
pletely ignored, either. 

State Taxation 
Though the upward trend in equi

ties is evident, the immediate rea
sons for the spurt in shares are 
less evident. Stock markets have 
welcomed the Government's accept
ance of the Finance Commission's 
report. The argument is that, as 
the States wi l l have a larger share 
of the divisible pool, there wi l l be 
less need for them to raise taxes. 
There were fears that the States 
also wi l l have to increase their tax 
resources. Despite the Finance Com
mission's report these plans should 
persist. Indeed the Finance Com
mission itself stresses the need for 
higher taxation in the States for 
financing the Plan. 

Stock markets may not be far 
wrong in hoping that the States 
wi l l be as unwill ing to mobilise tax 
resources in the future as in the 
past. But investors are certainly 
hasty In assuming that the Union 
can afford to distribute more re

sources to the States without any 
adverse effect on i t . Implementa
tion of the Finance Commission's 
recommendation may mean that 
the Union Finance Minister may 
not be able to fulfil his promise to 
lower taxation in the next budget. 
Readjustments in the taxes on 
bonus issues and on dividends may 
still be possible. The case for ex
empting companies from the wealth 
tax may be treated w i t h sympathy. 
The system of compulsory deposit 
of industrial reserves may be abo
lished. But hopes of a cut in the 
standard rate of income-tax wi l l 
now have to be abandoned. It is 
difficult to appreciate the reasons 
behind the spurt in equities as a 
sequel to the Finance Commission's 
recommendations. 

Dollar Loan 
Before the enthusiasm arising out 

of a bullish interpretation of the 
Finance Commission's recommenda
tion could die down, equities re
ceived another fillip from Shri G 
D Birla's assessment of the outlook 
for foreign aid. He is hopeful that 
India may receive 250 million dol
lars from America. This amount 
is well below India's needs. That 
is what stock markets are ignoring 
at the moment. But Shri Birla was 
assuring in his analysis that the 
amount of American aid, estimated 
by him, could be had without any 
special Congressional legislation 
That encourages the hope that his 
estimated American aid wil l be 
available. 

Incidentally, Tuesday's set-back 
in equities reflected stock markets' 
fears that political events may upset 
these aid calculations. Stock mar
kets endorse the political view that 
Kashmir has become an issue in 
international power politics. In 
"kerb" dealings on Tuesday, specu
lative scrips lost ground on appre
hensions that India's rejection of 
the Anglo-American resolution on 
Kashmir may prejudice America's 
assistance to India. Political aspects 
of America's foreign aid policy can 
be over-emphasised, but these con
siderations cannot be ignored alto
gether. 

Consider, now, the basic conclu
sions of the Bir la Mission, which 
are not as optimistic as markets 
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would like to believe. Shri Birla 
does not deny that foreign exchange 
scarcity wi l l affect the Plan, despite 
hopes that current estimates of in 
creased foreign help wi l l materia
lise. But stock markets seem to 
have misinterpreted Shri Birla's 
statement that foreign exchange 
scarcity w i l l affect mainly the Plan 
projects in the public sector. Shri 
Birla is right in emphasising this 
aspect of the foreign exchange crisis. 
But markets are wrong in jumping 
to the conclusion that the foreign 
exchange crisis w i l l have no effect 
on the private sector. 

Private Sector 
Shri Bir la was equally doubtful 

about the private sector. Here, 
foreign exchange scarcity posed no 
serious problem. Shri Bi r la gave 
the impression that his Mission dis
covered that private foreign capital 
could be had by the private sector 
in this country. But the problem 
was lack of internal resources. To 
invite participation by private 
foreign capital, the domestic private 
industry has to secure its own con
tribution in rupee resources. Shri 
Bir la is not unduly pessimistic in 
his doubts about the ability of the 
private sector to secure the needed 
rupee finance because of the inac
tive capital market. In their jubi
lant mood, stock markets ignored 
these points made,by Shri Bir la In 
summing up the results of his Mis
sion. 

Despite much interested canvas
sing about prospects. Tea shares 
remain rather quiet. There is occa
sional investment support, but it 
is rather weak. Auction prices may 
be moving up. Russia may be buy
ing Ceylon tea. Northern Indian 
output may be below estimates. But 
the fact remains that tea exports 
from India have been, and conti
nue to be, poor during the current 
season. Nor are Jute shares look
ing up. Burlap consumption in 
America Is unsatisfactory. Reports 
of the hunt for jute substitutes In 
Europe are having a psychologi
cally ''bearish" effect on these 
shares. 

The Industrial Finance Commis
sion is expected to raise a loan of Rs 
4 crores at 4 4½ per cent. The 10 year 
old loan w i l l be Issued at Rs 99. 
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