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Around Calcutta Markets 

Hesitant Trend 

Stock markets were caught un
awares by this reported estimate of 
dollar aid. Only a couple of days 
ago, Shri G D Birla. leader of the 
Industrial Mission, expressed his 
opinion in his statements in Bombay 
that dollar aid would be at least 
250 million dollars. T T K also as
sured Lok Sabha that the expected 
dollar loan would not be inadequate 
though it might not be available in 
time. There have been attempts, in 
the last few days, to discredit the 
Washington report. But stock 
markets are inclined to the view 
that, as the Washington report 
indicates, American aid w i l l not be 
adequate. This is not a wrong 
inference in the light of the latest 
intensification of the "cold war". 

Foreign exchange scarcity wi l l 
affect Plan projects in the public 
sector. But the private sector, 
Shri Birla explained in his Bombay 
statements, has no foreign exchange 
problem. It is assured of export 
credits and of private foreign invest
ment. That is the experience of 
Shri Birla and his Industrial Mis
sion. T T K also seems hopeful 
about private foreign investment. 
More than once doubts have been 
expressed in these columns about 
the extent of such aid. Though 
Shri Birla does not refer to these 
doubts and the arguments on which 
these doubts are based, he has fur
nished another explanation why 
foreign private investment may not 
be forthcoming in the needed volume. 

Private foreign capital may be 
interested in participation in rupee 
ventures. But before domestic 
capital can seek such help and co
operation, it must be able to raise 
enough rupee finance to back its 
industrial plans and projects. Shri 
Birla's main complaint is that, in 
the prevailing conditions in the 
money and capital markets, the 
private sector is unable to raise 
capital. That being so, private 
industry in this country is unable 
to benefit from the willingness of 
private freign capital to participate 
in the economic development of this 
country. It is not, therefore, sur
prising that equities are hesitant. 
Foreign exchange scarcity and 
lack of Internal finance are the 
two shadows which hang over 
stock markets. 
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EQUITIES have recovered a por
tion of the lost ground at the 

time of this writ ing. But Lyons 
Range remains hesitant. There are 
many reasons for this hesitancy. 
Reasons far the set-back and the 
subsequent partial recovery are dis
cussed below. But the market would 
seem to be healthier for the set
back. It started last Wednesday 
because of settlement considerations, 
Later events aggravated the decline. 
At lower levels, there has been 
some replacement buying. As a re
sult, equities are now steady at the 
lower level. 

Even "bulls" should welcome such 
set-backs occasionally. In the drop 
in equity values In the last few 
days, weak "bulls'' have been elimi
nated. That is, technically, a desir-
able development. If the present ' 
steady trend in equities Is to persist, 
there must be such occasional set
backs so that the market is inever 
burdened by an 'over-bough Imposi-
tion. On technical g r o u n d s there
fore, these is nothing with 
the recent set-back and gradual 
recovery in the first thirdays of 
the current week. 

Plan Debate 
What of the immediate outlook? 

Immediately, the drop in equities 
was due to the Lok Sabha debate 
on the Second Plan, No clear pre-
ture has emerged' out of the debate. 
By the time of the next budget, the 
situation is likely to be clarified. 
But it is even now clear that the 
Plan wi l l have to be slashed As 
T T K informed the Lok Sabha the 
expenditure target has now been 
again revised downward to the ori
ginal target of Rs 4,8000 crores 
This is an indirect way of saying 
that the Plan has been cut down. 

Since the original estimates, prices 
have risen. Some Plan projects had 
been added. But both the Prime 
Minister and the Finance Minister 
repeatedly assured the Lok Sabha 
that "the hard core" of the Plan 
wi l l be implemented. Some power 
and fertilizer projects may have to 
be abandoned. But the basic struc
ture of the Plan wi l l remain in tact. 
Without beating about the bush, the 
plain t ru th is that the Plan has 
been slashed. Whether the pruning of 
the Plan wi l l affect the tempo of eco-

nomic development depends on whe
ther the .pruning wil l be done with 
calculated precision. Some members 
of the Lok Sabha were right in ex
pressing concern over this aspect of 
the Plan debate. 

Higher Taxation 
Stock markets do not yet seem 

to be worried about the posible 
effects of a smaller Plan on the eco
nomy. But investors as well as spe
culators expressed their reaction to 
TTK's emphasis on further mobilis
ation of internal resources by liqui-

dating their holdings. Belatedly, 
stock markets corrected their earle 
her hasty reaction to the Finance 
Commission's recommendations. As 
the Union w i l l have to distribute 
more to the States, the possibility 
of any major tax relief at the Centre 
is now remote. But that is not the 
main theme of TTK's reply to the 
debate on . the Plan In the Lok 
Sabha. 

Both T T K and the Prime Minister 
.emphasised that, in the long run. 
the Plan wi l l depend upon mobilisa
tion of internal resources. This con
tention wi l l not be seriously disput
ed, even though the Immediate re-
percussiom, of the foreign exchange 

crisis are only too evident. T T K 
made i t clear that the States wi l l 
have to raste taxation further. Fears 
of a heavier tax load was the main 
reason for last week's fall in equi
ties. Such fears are not without 
basis. That being so, the drop in 
equities was not without justifica
tion. But it must be conceded that 
stock markets were prompt in recti
fying their earlier optimism. 

Dollar Aid 
Another factor which aggravated 

the fall in equities was the Washing
ton report that President Eisenhower 
had decided not to approach Con
gress for a big loan to India. That 
Washington would not seek special 
Congressional legislation, was not 
unknown or unexpected. But the 
Washington report also indicated 
that, in the circumstances, Ameri
can aid to India may not exceed 150 
million dollars. Equities fell as rea
lisation dawned that this reported 
dollar aid would be insufficient to 
meet India's prevailing foreign ex-
change crisis. 
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I n d i a Steam 
I N D I A STEAMSHIP, our second 

largest shipping company, shows 
excellent results for the year ended 
March 31, 1957. Freight earnings 
have increased from Rs 526 lakhs 
to Rs 600 lakhs in .spite of the Suez 
crisis, while the profit margin on 
freight has risen still more impres
sively from 7.1 per cent to 17.9 per 
cent. Not block has gone up in 
value by 37 per cent to more than 
Rs 10 crores, and liquid assets in
cluding investments, cash and cur
rent assets have risen from Rs 239 
lakhs to Rs 335 lakhs. Loans from 
the Government of India secured by* 
mortgage of the Company's ships 
now aggregate to Rs 798 lakhs, as 
against Rs 550 lakhs last year. 

The Company earned net profit 
of Rs 107 lakhs during the year 
against less than Rs 39 lakhs in 
the previous year, raising the net 
earnings per equity share of Rs 10 
each from Rs 1.70 to Rs 4.80. Of 
this amount. Rs 15 lakhs have been 
transferred to taxation reserve 
which now stands at Rs 23 lakhs; 
Rs 35 lakhs go into the general 
reserve to raise it to a total of Rs 
100 lakhs; and the newly opened 
dividend equalisation reserve and 
fleet replacement reserve receive Rs 
23.75 lakhs and Rs 7.27 lakhs, res
pectively. After paying Rs 1.25 
lakhs as dividend on the 5 per cent 
C R preference shares, a dividend 
of 10 per cent, the same as last 
year's, is recommended on equity 
shares. The latter w i l l absorb Rs 
22.50 lakhs, leaving Rs 2.71 lakhs 
against Rs 26,000 to be carried for
ward. The distribution thus amounts 
to hardly more than 22 per cent of 
the year's profits. The aggregate 
reserves and surplus have conse
quently risen from Rs 73.26 lakhs 
to Rs 175.46 lakhs. The share pre
mium account of Rs 24-99 lakhs is 
proposed to be utilised to issue 
bonus shares, subject to the con
sent of the Controller of Capital 
Issues. Since the authorised and 
paid-up equity capital at present is 
Rs 225 lakhs a bonus issue of one 
snarl for every nine held may be 
considered likely. This would neces
sitate increasing the authorised 
equity capital, for which purpose a 
special resolution is proposed to be 
moved to raise it to Rs 425 lakhs, 
which together wi th the authorised 
preference capital would make the 
total Rs 5 crores. If and when it 

is decided to raise the extra amount, 
a rights issue of around two shares 
for every three held may therefore 
be expected. 

Considering its excellent working 
results, strong reserve position, and 
a current net yield of Rs 8.5 per 
cent on its stock, it is not surprising 
that India Steam has been a hot 
favourite in every stock market in 
the country in recent days. 

I n d i a n A i r l i n e s 
THE fourth annual report of 

Indian Airlines Corporation in
dicates that the nationalised under
taking is st i l l in the throes of re
organisation. Whether it is the type 
of aircraft or their maintenance, 
the finalisation of employees' pay  
scales or the training of pilots, the 
terms of Government loans or ope-
rational efficiency, the Corporation's 
latest report has the same story to 
telt though It must be admit ted , 
that things sems to be getting  
better. 

Compared to the previous year, 
there has been a rise of 14.8 per 
cent and 8.3 per cent in passenger 
and mail revenue, respectively. 
Cargo revenue has declined by 2.3 
per cent; but total scheduled service 
revenue has gone up by 9.5 per 
cent. The revenue earned per ton-
mile of traffie increased slightly 
from Rs 2,18 due to more remune
rative traffic put the cost per reve
nue ton-mile of traffic mounted to 
Rs 2.56, revealing a gap. of Rs 0.38 
per revenue ton-mile which aggre
gated to a total loss of Rs 109 
lakhs against Rs 119 lakhs in the 
previous year. Reorganisation of 
the rate structure now awaits the 
Government's decision on the Ai r 
Transport Council's recommenda
tions, 

The basic trouble, however, lies 
not in rates, which though low by 
international standards are on the 
whole well aligned with Indian con
ditions, but in the Corporation's 
difficulty in cutting down its expen
diture. Of the total increase of Rs 
42 lakhs in its expenditure, Rs 21.85 
lakhs was on account of higher 
staff emoluments which, incident
ally, have failed to satisfy the staff 
so far, while Rs 8.93 lakhs was 
attributable to higher depreciation 
charges, consequent on the intro
duction of new and more expensive 
aircraft. Of the remainder, fuel 
and oil accounted for as much as 
Rs 24.05 lakhs. After this, the Cor
poration has been left to derive 

what satisfaction it can from the 
fact that its total contribution of 
more than Rs 113 lakhs to public 
revenues by way of excise duty, 
sales tax. customs, etc, exceeded its 
accounting loss for the first time. 

The increase of losses from an 
estimated Rs 75 lakhs before nation
alisation to Rs 109 lakhs now can
not, in fairness, be attributed to 
nationalisation as such The v i l 
lains of the piece, so to say, are the 
employees' appetite for higher 
emoluments and the Corporation's 
eagerness to have new, up-to-date 
aircraf t- both of which cannot sim
ply be avoided, since everywhere 
else, too, austerity is merely for 
the pulpit, Indian Airlines can 
hardly he blamed for being conspi
cuously prodigal-catering excepted. 

A h m e d a b a d E l e c t r i c i t y 
U N D E R the Indian Klectrioity 

Rules, 1956, electricity compa
n i e s are obliged to compile their 

aceounts upto 31st March of each 
year. This has necessitated the 
adop t in by the Ahmedabad Electri
city Company of accounts for a 
shor riod of six months October, 
1956 to March 1957. The Chairman, 
Mr G epr in his specch assured 
the sha ders the company 
that the was no prospect of an
other fall in ' the company's equity 
value. He was confident of the 
company's future capacity to main

t a i n a level of dividend that would 
set its fortunes on an even keel. 
He also expressed the hope that as 
a consequence of the recent legis-
lative changes reinforced by Case 
Laws established by the rulings of 
the Central Electricity Authority, 
the investor's confidence win be res-
tored in the electricity industry and 
that there would be a steady flow 
of capital to the industry in future. 

Although the directors proposed 
a dividend of Rs 3-25nP for the 
six months, the company was faced 
with a short-fall of Rs 6; lakhs in 
the "reasonable return"; this is 
stated to have, been due to the provi
sion of Rs 4.8 lakhs made for wealth 
tax. 

Killick Industries 
Working results of Kill ick In

dustries for the year ending 
June 30, 1957, have been adversely 
affected by tax arrears for previous 
years and heavier taxation this 
year. A sum of Rs 2 lakhs has 
had to be transferred from the 
dividend equalisation reserve to 
maintain the dividend at 11 per cent. 
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Company Notes 


