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to have a steadying influence on the 
market. The improvement in the 
trading sentiment on the stock ex
change during the past week is es
sentially due to general belief in the 
early resumption of trade between 
the two countries. 

'Budla' charges at the last fort
nightly settlement on A p r i l 14, in
dicated a slightly overbought posi
tion in almost a l l the leading scrips. 
In Tata Steel Deferreds, buyers had 
to pay up to Rs. 5 (exclusive of 
brokerage) per share as carry for
ward charges. This suggests that 
professional speculators have been 
gradually accumulating long lines 
in anticipation of Indo-Pakistun 
agreement on minorities and settle
ment of trade deadlock. In view of 
the substantial improvement in 
equity values, especially in steels, 
during the past few weeks, it is not 
unlikely that professional operators 
would try to avail of any good op
portunity to liquidate their holdings. 
But in the absence of any substan
t ia l outside interest in the market, 
i t is doubtful if professional bul l 
speculators could liquidate their 
holdings without a sizeable set
back unless, of course, they can 
create a buy-at-setback psychology. 
Whether they can develop such a 
psychology at the current levels re
mains to be seen. 

Having no occupations for many 
the number of speculators has in
creased manyfold and gradually 
markets are becoming gambling 
dens and a centre of black market 
money, says Seth Ramkrishna 
Dahnia in a statement published in 
one of the leading local English 
dailies. That of a l l the people Seth 
Dalniia- who owes not a litt le of 
his fortune to speculation—should 
have sounded a note of warning 
against speculation has caused no 
small amusement in stock exchange 
circles. His warning to speculators 
and the public not to purchase spe
culative shares at unduly high prices 
(referring to current levels) merely 
on polit ical news emanating from 
Delhi is generally interpreted as an 
indication of his heavy short posi
tion in Bombay and Calcutta share 
markets. 

Murketwise steels provided the 
centre of attraction and recorded 
handsome gains over the last week's 
closing levels. Tata Steel Deferreds 
were bid up to Rs. 1,715 in kerb 

trading on Wednesday evening; 
During the major part of the week, 
however, they fluctuated within a 
very narrow range, presumably due 
to a large volume of daily double 
option business. Calcutta issues 
ruled firm on better advices from 
that centre because of the optimistic 
outlook for the jute industry, fol
lowing expected resumption of 
trade with Pakistan. 

Textile shares were comparatively 
quiet. Simplex and Central Indias 
provided bright spots and were 
marked up on influential buying. 
Bombay Dyeing and Kohinoors also 
evoked moderate inquiry at lower 
levels. 

Banks maintained a distinctly firm 
undertone on moderate investment 
inquiry in the absence of sellers. 
Central Bank and Bank of India re
gistered impressive gains. New In
dia Insurance was also better 
around Rs. 60-8. Electrics were dul l 
but steady - Selective support for 

Industry's Demands 
OR laggard economic activity, 
there are many reasons. Raw 

materials of industry are in short 
supply; raw material prices are un
duly high; direct taxation swallows 
up a major portion of industry's 
earnings and profits; above a l l , con
trolled prices and the consequent 
check on profits leave no incentive 
to industry to increased endeavour. 
New Delhi is not unresponsive to 
industry's claims and demands. That 
industry has a legitimate case is not 
denied by the Government. 

New Delhi admits that the Govern
ment owe it to industry to create an 
economic climate in which industry 
can function efficiently. Energetic 
attempts are being made by the Gov-
ernment to ensure regular and ade
quate supplies of raw materials. To 
reduce industrial costs as well as to 
compensate industry for higher prices 
for raw materials, the level of direct 
taxation has been considerably low
ered. Yet, industry remains inactive. 
One possible reason for poor indus
t r ia l activity is, as suggested by Sir 
Kikabhai Premchand in his address 

investment counters has been wel
comed in market circles and is re
garded as an indication of slow re
vival of investment activity. 

In the miscellaneous section, 
Scindias suffered sizeable decline 
reflecting the disappointment caused 
by the Chairman's speech at the 
Annual General Meeting of the Com
pany. Premier Constructions also 
eased off in sympathy. Towards 
the close, however, they staged a 
moderate ra l ly on bear covering in
duced by the firmness in other sec
tions. Tata Oils evoked good in
quiry on dividend prospects. Be-
lapurs rallied towards the close on 
news that no sugar was l ikely to be 
imported from Java in the near 
future. Associated Cements were 
marked up on investment suport 
on expectations of better trading 
prospects following a settlement 
with Pakistan. Bombay Burmahs 
were quietly steady after the recent 
advance in prices. 

as Chairman of the Industrial Invest
ment Trust Ltd., that tax "reliefs in 
the last budget are insignificant and 
are too late in the day to be of any 
real benefit." 

Controls Resented 
The Chairman of the Investment 

Trust has catalogued some Other 
reasons for poor industrial activity. 
While there are growing indications 
that Congress politicians are agitat
ing for removal of controls which, 
they argue, are responsible for cor
ruption and black marketing, finan
ciers, though not industrialists, seem 
convinced that controls are hamper
ing economic recovery. That price 
controls act as an indirect check to 
industrial earnings cannot be denied. 
But are industrial earnings and pro-
fits unduly low? 

It is significant that, though p r i 
marily interested and affected, indus
try is shy of demanding l i f t ing of 
controls. As long as supplies remain 
short of demand, removal of controls 
may help industry to earn more pro
fits because of the resultant rise 
in prices. But experience suggests 
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that higher decontrolled price? may 
appreciably affect demand, and in
dustry's expected benefits may prove 
short-lived. It is high time for indus
t ry to realise that the game of mul
cting the poor consumer does not 
pay in the long run. 

Profit Expectations 
It would be unfair to the Chair

man of the Investment Trust not to 
discuss the other weighty reasons put 
forward by him for lack of confi
dence among investors. There is no 
denying the fact—for it is a fact-
that despite tax concessions, in spite 
of removal of the Dividend Limita
tion Act, stock exchanges remain in
active and industry finds it difficult 
to raise capital in the new issue 
market because investors on t inuc 
to be shy. Yet, it may not be out 
of place to emphasise that the Fin
ance Minister removed the ceiling on 
dividend payments on the hope that 
it would enable industry to disburse 
higher dividends so as to attract pro
spective investors. 

According to the Chairman of the 
Industrial Investment Trust, this 
hope is not likely to materialise. 
" Considering the general 
slump in trade and the downward 
trend of profits", the Chairman ob
serves, " i t may be reasonable to 
assume that the divisible profits of 
various companies of which we hold 
shares may not be much larger." 
There is. admittedly, something in 
this. Rut. do the industry and the 
investor need the Finance Minister's 
reminder that they cannot expect to 
enjoy war time boom conditions in 
normal business conditions in peace 
times? 

Indo-Pak Trade 
Belatedly, Dalai Street is realising 

that, despite bright prospects of re
sumption of exchange of goods bet
ween India and Pakistan, there is 
no reason why prices of shares listed 
on the Bombay stock exchange should 
move up. It is true that the ex
pected trade agreement between the 
two countries would ease the supply 
position of raw cotton, but Pakistan 
cotton prices would be as high as 
those the industry is .now paying for 
imported American cotton. What of 

prospects of increased cloth exports? 
Cloth exports are already at the tar
get level. Therefore, the trade agree
ment is not l ikely to lead to an in
crease in overall cloth exports, 
though it is possible that cloth ex
ports may have to be canalised to 
Pakistan. 

Broadly speaking, there are two 
industries which should benefit from 
resumption of trade relations bet
ween India and Pakistan. It may 
safely he assumed that, following a 
trade agreement between the two 
countries, coal exports to Pakistan 
w i l l be resumed. Coal is one of the 
few industries which is functioning 
at top gear. There is no shortage 
of supply, and the industry should 
be able to meet Pakistan's demand 
for coal. Jute is another industry 
which should benefit from recom
mencement of trade dealings bet wee r. 
India and her neighbour. Shortage 
of raw jute due to the trade dead
lock between the two countries was 
a serious threat to production and 
employment in the jute industry. 
That threat w i l l not be seriouslv 
felt once jute supply from Eastern 
Pakistan is resumed. True, the in
dustry w i l l have to pay high price-
for its raw material, and this may 
affect the industry's profits. Fven 
so. there is some basis for the recent 
upswing in prices of coal and jute 
shares on the Calcutta stock ex
change. 

Shape of Things 

Despite lingering doubts and un
certainties, there is no doubt about 
gradual revival of confidence. This 
is partly due to tax concessions grant
ed to industry by the Government 
and, in part, to the spreading belief 
that the Government are anxious to 
modifv their economic policy so as 
to stimulate business recovery. To 
some extent, revival of confidence 
is due to continued increase in the 
Reserve Bank's holdings of foreign 
assets. A l l these are welcome deve 
lopments and justify moderate opti
mism about the country's economic 
outlook. 

There is, however, the proverbial 
other side of the shield. What do 
increased holdings of foreign assets 
of the Reserve Bank signify? It 
means that, as a result of the sharp 

rise in prices of raw materials due 
to devaluation. India is receiving 
more sterling for supplies of goods 
and commodities to Britain and to 
the sterling area. In other words, 
due to devaluation and to restriction 
of imports by devalued countries, 
Britain's sterling liabilities arc ex
panding. So far as Britain is con
cerned, the replacement of gold and 
dollar losses by increases in sterling 
balances may be welcome. 

Industrial Truce 

Current developments, however, 
give no cause for enthusiasm to 
India or to other sterling area 
countries. Increased sterling re
sources of India do not necessarily 
mean that prospects of supplies of 
capital goods are better. For one 
thing. Britain has already decided 
to cut down the volume of annual 
releases of sterling to her sterling 
area creditors. Despite improved 
gold and dollar, Britain is st i l l run
ning a deficit with the dollar areo 
on current trade account. This 
means that she wi l l have to canalise 
exports to the dollar area by starving 
the sterling area of supplies. 

Besides, there is the possibility 
that British goods may become cost
lier. True, the budget presented by 
Sir Stafford Cripps envisages a wage 
freeze for another year. Indications, 
however, are not lacking that the 
rank and file of workers may refuse 
to obey the Labour Government and 
the Trade Union Congress in their 
directive to labour that wage claims 
must stop to facilitate and to stimu
late Britain's recovery and exports. 
There is the danger that Britain's 
industrial peace may be threatened. 
This may not only raise costs of 
supplies from Britain, but it may 
have an adverse repercussion on in
dustrial relations in India. Labour's 
support to the Labour Regulation 
B i l l is conditional; it is opposed to 
allowing industry to enjoy the right 
to retrenchment. Industry's insistent 
demand to replace men by machinery 
and the fact that the question of fair 
wages has been shelved by the 
Government suggests that industrial 
truce in India may be broken. This 
is a possibility which seems to be 
haunting industry, capital and 
labour. 
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