
T H E E C O N O M I C W E E K L Y 

E Q U I T I E S are well below the top 
levels recently touched. To 

some extent the set-back In equi
ties in the current week is due to 
settlement considerations. Specu
lators are booking profits while 
profits are s t i l l visible. That is a 
healthy sign, Indeed, the only sen
sible feature of a somewhat sur
prising market behaviour in the last 
few days is tha t equities have a l 
ways had set-backs after occasional 
spurts. Stock markets are not very 
"bullish". But some are inclined to 
wonder whether even the current 
enthusiasm is justified. 

This raises the question of opera; 
tions by the Life Insurance Corpo
ration, Its activities have beeti 
under discussion in the Lok Sabha. 
In the absence of detailed informa
tion, it would be hasty to jump to 
conclusions. But reports of L I C 
support to markets In the last few 
days have caused surprise in some 
quarters. These reports cannot be 
substantiated. But there is every 
reason to believe that L I C has ent
ered the market on more than one 
occasion in the last few days. Equi
ties were not slumping. Therefore, 
was there any need for LIC to lend 
support to the market at this junc
ture? 

Economic Policy 
In the main, the steady trend in 

equities in the last few weeks is 
due to persistent reports of a change 
in the Government's policy to the 
private sector. It has been argued 
in these columns before that such 
a belief or hope has no dependable 
basis. It is inconceivable that New 
Delhi wi l l abandon its policy of gra
dual socialisation of the economy. 
It is committed to ensuring a mixed 
economy. In a mixed economy, the 
private sector has an important role 
to perform. But the overall direc
tion and control must be exercised 
by the State. 

To stress this is not to deny that 
the foreign exchange crisis may 
cause some shifts in Plan projects 
within the public sector. The Food 
Minister has confirmed the Finance 
Minister's earlier hint that some 
power and fertiliser projects within 
the public sector may have to be 
abandoned. It is now clear that the 
private sector w i l l be allowed to 
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start one or two fertiliser projects. 
This wil l certainly be welcomed by 
private industry. But it would be 
premature for stock markets to 
rush to the conclusion tha t these 
trends indicate a basic change in 
the fundamental economic policy of 
the Government. 

Tax Load 
Another factor that has helped 

the recent steady trend in equities 
is the growing belief that the tax 
load on industry w i l l be reduced to 
offer inducements to private enter
prise, Some minor tax adjustments 
are possible. It is likely that the 
system of compulsory deposit of i n - " 
dustrial funds wi l l be abolished. 
Taxes on bonus issues and on divid
ends may be lowered. These con
cessions w i l l be welcomed by the 
private sector. But speculators are 
likely to be disappointed if they 
base their operations on the hope 
that there wi l l be any substantial 
cut in taxation. 

On the contrary, discussions on 
the Plan in the Lok Sabha make it 
abundantly clear that the Centre 
wi l l have to replenish the fire by 
continued mobilisation of tax re
sources in order to offset the loss 
resulting from the distribution of 
a larger share of pooled taxes to 
the States. Simultaneously, the 
States wi l l have to impose fresh 
imposts to finance their Plan pro
jects. New tax measures introduced 
by the West Bengal Government 
indicate the shape of things to 
come. To expect a curtailment of 
the tax burden, is to Ignore the real
ities of the situation. It Is,, indeed, 
evident that the aggregate tax bur
den w i l l increase. 

Loans 
There is another development 

which should cause a pause in 
equities. New Delhi is, rightly, 
alarmed at the poor response to 
loans and to the drive for small 
savings. , By all indications, at
tempts to mop funds up through 
loans and small savings w i l l 
be more energetic in the near 
future. To the extent that these 
attempts succeed, the public sec
tor's financial worries w i l l be 
lessened. But, as more funds are 
siphoned off through loans, and 
small savings, there w i l l be so 
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much less left for investment in 
the private sector. 

Already, the Central Govern
ment has announced that the 3¼ 
per cent 1962 Loan wi l l be sold on 
tap to the extent of Rs 30 crores. 
Proceeds of the Loan wi l l help 
the Centre to replenish its cash 
resources which are being depleted 
because of larger tax payments to 
the States. In the next financial 
year, the Government wi l l stream
line its loan policy. Financial 
and banking statistics indicate 
that there is good scope for a 
bolder loan policy. Such a policy 
wi l l help minimise the Inflationary 
pressure on the economy. Anyway, 
aggregate resources siphoned-off 
by Authori ty in the shape of loans 
and taxes wi l l have to be more i f 
the core of the Plan is to be Imple
mented. Neither speculators nop 
investors can Ignore this. 

Group Leaders 
In recent weeks, Tea shares have 

fallen along wi th tea prices. There 
are many reasons why weekly tea 
auction prices are falling. Stocks of 
tea in Calcutta are pilling-up. Ex
ports are not, however, picking up  
Simultaneously, hopes of a lower tea 
export duty are receding. On the 
contrary, there are indications that 
some States may Introduce fresh 
imposts on tea. Above all, the world 
demand for tea Continues to fall 
short of supplies. As tea prices are 
falling. Tea shares are developing a 
quieter trend. By all current indica
tions, prospects for Tea shares are 
not bright. 

Deliberations of the International 
Jute Conference, which has recently 
concluded its session in East Pakis
tan, have cast a gloom over the 
Indian jute industry. Its efforts to 
induce Pakistan to sell raw jute at 
cheaper prices have not succeeded. 
Nor are the full effects of Pakistan's 
decision to amend the London Jute 
Association and the Indian Jute 
Mills ' Association contract forms yet 
quite clear. Meanwhile, it is hoped 
that Pakistan wi l l accept the Indian 
and the world jute industry's advice 
to increase the output of raw jute. 
That hope may not materialise. It is 
no wonder that, because of the pre
vail ing doubts and uncertainties, 
Jute shares remain hesitant. 
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