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living indices for working classes, 
done nothing about statistics of em
ployment, wages, absenteeism, la
bour turnover, etc. 

DEARNESS ALLOWANCES 

As regards clearness allowance 
only 10 per cent, of the factories 
in the State pay it specifically while 
others claim to have increased the 
wages to allow for a port ion of the 
increase in the cost of l iving since. 
1939. Except one factory, the Vazir 
Sultan Tobacco Company, which 
gives D A . of Rs. 40/- p.m. to its 
workers, the rest of the factories 
pay on an average Rs. 15/- as the 
D.A. and there is a textile m i l l pay-
only Rs. 10/- as the D .A . At pre
sent the grant of D.A. entirely de
pends on the bargaining power of 

STOCK EXCHANGES 
U T S I D E the City, stock broking 
is very often looked upon as 

one of the blacker arts, and stock 
exchanges are distrusted as gambl
ing dens. Public suspicion is, per
haps, not completely without basis. 
But it is possible to remove public 
suspicion and distrust to a great 
extent by educating the public in 
stock exchange matters. W i t h this 
end in view, the Council of the 
London stock exchange are con
templating introduction of three 
steps. Besides admitting the public 
to the House to sec the stock ex
change in action and production of 
a film about the stock exchange for 
exhibiting in the major circuits of 
the country, the Council are con
sidering collection of more statistics 
of stock exchange business beyond 
the present daily record of match-
ings arid the annual computation of 
market values of the securities on 
the official list. 

Whether the stock exchange can 
or w i l l be profitably used as a pub
lic gallery is debatable. In any case, 
the problem is not so acute in 
Bombay or Calcutta. Though 
clients are not allowed to enter the 
House during business hours, they 
have opportunities to sec stock ex
change in action as the House is not 

the parties. One employer, as the 
committee has put i t , has described 
the D.A. issue as a ' public auction 
in permanent session.' 

The Committee has suggested 
that the payment of D.A. should be 
systematised and has recognised the 
method of adjusting D.A. wi th the 
cost of living index number. State 
Government regretted its inability 
to accept this recommendation on 
the ground that statistics in the mat
ter of cost of l iving indices arc not 
complete in Hyderabad. On the 
basis of what the Committee has 
said on this issue, the State Govern
ment has fixed Rs. 26/- as the min i 
mum D.A. to be paid to the lowest 
paid worker in any concern. This 
amounts to a neutralisation to the 
extent of 50 per cent, of the rise 

a closed building but an open hall . 
A film of stock exchange activities 
may familiarise the general public 
and clients outside the big cities 
with the actual procedure of stock 
exchange business. This apart, a 
film of stock exchange activity is 
not likely to help the general public 
to have a better grasp of stock ex
change activities. 

FACTS 

In Bombay, stock exchange au
thorities publish a daily list of prices 
of securities traded in . Besides fluc
tuations of prices, the official list 
contains valuable information about 
capital and dividend payments of 
companies whose shares are listed 
on the stock exchange. It may be 
an useful idea to issue an annual 
computation of market values of 
shares traded in on the stock ex
change. Though comparative prices 
for different shares are available 
wi th some brokers, such an annual 
publication would be of help to the 
wider section of investors and the 
outside public who are interested in 
stock exchanges. 

More statistics are needed not 
only for internal management but 
for helping investors to employ 
their funds more scientifically. 
There is, for instance, need for offi
cial statistics about the daily turn-

in the cost of living of an unskilled 
worker getting Rs. 26/- as the ba
sic wage. We have only to con
trast this lowest percentage of neu
tralisation wi th the percentage 
figures of Bombay and Nagpur 
where it is 90, of Ahmedabad 
where it was t i l l recently too. of 
Madras where it is 72, "and of 
Sholapur where it is 66 2/3. 

When the basic wage of Nagpur, 
Sholapur and Madras has been re
commended, it would have been in 
the fitness of things to accept the 
percentage figures in the neutral
isation of the rise in the cost of 
living so far as D.A. is concerned. 
It semis the Committee has not 
given clue weight to this considera
tion. 

over. Occasionally—and, especially 
in times of crisis the Board can, 
and do call for daily list of out
standing transactions. But, w i th 
more facts about the daily turnover 
of business, it should be possible for 
the Board to take action well in 
advance of a crisis. Apart from 
these technical questions, there is 
need for more statistics on wider 
grounds. 

As the Chairman of the London 
Stock Exchange Council rightly 
points out, apart from being pol i t i 
cally dangerous, "public ignorance 
is also disadvantageous because it 
means that the stock exchange is 
not cultivating fully the field of its 
activities. A l k a all , the redistribu
tion of incomes is creating a new 
body of potential investors, apart 
from extinguishing the savings of 
the o ld . " This last argument for 
more publicity of stock exchange 
activity is ail the more applicable 
to Indian conditions. In India, too, 
there has been a redistribution of 
incomes. The new class of investors 
are not familiar wi th investment 
habits. Besides, the investing class 
in general is not as alert in India 
as in industrially advanced coun
tries like Britain or America. 
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RAISING CAPITAL 
Subject to the sanction of the 

Examiner of Capital Issues and of 
shareholders, the Board of Directors 
of the New India Insurance Co. 
L t d , , have announced their deci
sion to raise the capital of the Com
pany by Rs. 70 lakhs. Existing 
shareholders w i l l be offered one new 
share for two shares held by them 
at a premium of Rs. 15 per -hare. 
Following the announcement. New 
India shares moved up from 63 to 
Rs. 69 as a result of activity by bar
gain-hunters and investment specu
lators. Subsequent decline in the 
prices of these shares to Rs. 64 in 
dicates that genuine investors have 
their doubts. 

It is true that the Company's 
earnings and profits in 1949 were 
better. It is also true that the Com
pany raised dividend disbursements 
to R s . 2 compared with Re. 1-8 in 
the previous year. It is a well-
managed and well-conducted com
pany; it has an established reputa
t ion in the insurance wor ld ; and 
market quotations for its shares re
flect investors' fai th in the sound
ness and in the future progress of 
the Company. It is also an open 
secret that the Company is raising 
capital to expand business. 

WHAT IT MEANS 
Increase in capital generally leads 

to a spurt in the value of the shares 
of the company concerned as it is 
assumed that the Company's profits 
wi l l expand sufficiently to compen
sate its enlarged obligations. In 
normal times and circumstances, this 
expectation is reasonable. But the 
times are not normal. Nor is the 
circumstance under which the com
pany is issuing capital normal. 
Issue of capital to existing share
holders at a premium has an ele
ment of watering down in i t . And 
the subsequent set-back in New 
India shares almost to the level at 
which they stood prior to the an
nouncement suggests that investors 
are becoming increasingly aware of 
the watering down of capital. 

This is a trend which has been 
in operation for a decade and a 
half. It was in extensive practice 
during the war. Watering down of 
capital during the war did not have 
any immediate adverse effect as in
dustry was prospering, because of 
growing war demand. In retros
pect, it is apparent that one of the 
reasons for investors' apathy to-

wards cotton textile shares is that 
this industry had heavily resorted 
to waterisation of capital dur ing the 
war. Incidentally fresh issue of 
capital by the New India Com
pany is a fresh reminder of ' inactiv
ity ' in the new issue market. It 
is also an indication that the pro
cess of self-financing by industry, 
begun two decades ago, continues 
to be in operation though in a 
modified form and version. 

HOW AND WHY 
Market commentators do not 

lack ingenuity. Various explana
tions h a w been offered for the sin
gularly lower trend in stock ex
change values in the past few weeks. 
There is no denying the fact that 
the cotton textile industry's price-
cost relationship remains unbalanc
ed. It has yet to be established 
that the industry's earnings and 
profits have been dwindling. Simi
larly, it cannot be denied that de
velopments in the steel industry of 
Europe have had an unsettling ef
fect on steel share prices in Indian 
stock exchanges. Yet, market ana-

N Thursday, May 25, Dalai 
Street witnessed another good 

shake out. 'That, despite the re
cent sharp decline in prices, 'budla' 
charges at the May 26 settlement 
d id not indicate an oversold posi
t ion, only showed that the fail in 
equity values had been mainly due 
to tired bull liquidation rather than 
to bear pressure. But w i th the eli
mination of weak bulls, the market 
became technically healthier and it 
appeared well set at least for a re
actionary rebound. 

After staging a moderate rally, 
induced essentially by technical con
siderations, the market turned quiet 
and dul l . Reports of unsatisfactory 
progress of the recent Indo-Paki-
stan trade agreement induced a 
note of caution and hesitancy on 
the stock exchange. The agreement 
provided for the delivery of 16 lakh 
maunds of jute by May 16 and 
another 2 lakh maunds by M a y 31. 
But the quantity delivered so far 
was reported to have been almost 

tysts seem unanimous that for th
coming steel dividends are likely to 
be satisfactory; that the current 
year's prospects are better s t i l l . 

Why, then, are equities weak? 
Equities are l imping evidently be
cause of lack of investment sup
port. This is an irrefutable argu
ment and an explanation of market 
movements which is, of course, self-
explanatory. But the trouble w i t h 
this line of market explanation is 
that it leads nowhere. 'There are 
many reasons why investors remain 
obdurate. It may be that they are 
doubtful about the industrial out
look. Or it may be—to put the 
same argument in a different form 

that investors want higher yields 
on their money. There is also the 
possibility that investors are not 
lending support to stock exchanges 
because there is no surplus money 
to invest. Those who believe that 
the long term market trend is down
ward are inclined to stress the last 
argument as an explanation of the 
indecisively downward trend in stock 
exchange values. 

negligible. On the other hand, the 
oil-take of Indian goods against 
jute arrivals had been held up, as 
no letters of credit were stated to 
have been opened by Pakistan i m 
porters. Stock exchange operators 
are anxiously awaiting the outcome 
of inter-Dominion trade talks at 
Delhi for reviewing the working of 
the Karachi trade pact. 

Dr. John Matthai 's statement 
that he had resigned due to ' d i f 
ferences of opinion ' on fundamental 
principles of public policy between 
h im and the Prime Minister had 
also an unsettling influence on the 
trading sentiment on Wednesday, 
May 31. The next twelve months, 
Dr . Mat tha i added, would be most 
crucial in the economic life of the 
country and he felt that it would 
not be in the national interest to 
embarrass the Government by mak
ing the differences public. It is 
really a sad commentary on any 
democratic government that the 
public should not know what these 
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