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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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differences on fundamental pr in
ciples of public policy were. Know
ledgeable circles are of the view 
that one of the main reasons for the 
resignation of Dr. John Mat tha i 
was the issue of exchange rate be
tween India and Pakistan. In view 
of his strong opposition to any fresh 
revaluation of the rupee, an up
ward revision of the rupee-sterling 
ratio is now considered likely 
This issue is expected to be finally 
decided at the time of revision of 
the short-term Karachi trade agree
ment. 

The market dosed on a different 
note on Wednesday. But in kerb 
trading. Tata Steel Deferreds were 
again bid up from Rs. 1,620 to 
Rs. 1,642-8. In view of the improved 
technical position of the market, 
further rise in equity values seems 
quite likely, unless, of course, some 
untoward development takes place. 
But whether the rise in prices can 
be sustained for long is difficult to 
say at present. Tha t depends upon 
the revival of outside investment 
support of which prospects appear 
nony, too encouraging. 

Marketwise, steels recovered alter 
an init ial setback on covering by 
those who had sold short in anti
cipation of nervous bull l iquidation. 
Towards the close, however, they 
again came under some selling pres
sure following weaker advices from 
Calcutta. 

Textile shares continued to dis
play a comparatively steadier ten
dency. Trading interest continued 
to be of a selective nature and lead
ing counters fluctuated narrowly 
wi th a steady undertone/ Bombay 
Dyeings were talked of being con
cerned in bull manipulation. Sim
plex were firm on persistent support 
and absence of selling due to the 
Company's encouraging annual re
port. 

The working of the Simplex 
Mi l l s Co. L t d . , for the year ended 
March 31, 1950 shows a profit of 
Rs. 23.06 lakhs as against Rs. 26.90 
lakhs last year. The Directors have 
appropriated Rs. 2,97,139 (Rs. 98,-
420) to the reserve fund, Rs. 3 
lakhs (Rs. 1 lakh) to depreciation 
and Rs. 7 lakhs (Rs. 12 lakhs) to 
taxation. The figures in brackets 
are the amounts for the previous 
year. The Directors have recom

mended a dividend of Rs. 11 per 
share, free of tax, which, together 
with the interim dividend of Rs. 3, 
makes a total of Rs. 14 per share 
as against Rs. 9-8 in the previous 
year. 

Banks ruled firm and put on 
handsome gain on scattered invest
ment inquiry and scarcity of sellers. 
Imperials Fully Paid were marked 
up to Rs. 1,856-4—a new high le
vel for the current year. New India 
Insurance spurted from Rs. 63-8 to 
Rs. 69 on news of fresh issue, but 
later receded on profit taking. The  
Board of Directors have proposed 
the issue of 2,37,369 ordinary shares 
of the face value of Rs. 75 each, 
of which only Rs. 15 arc paid up, 
to the shareholders of the company 
in the proportion of one share to 

every two snares held by them at 
the rate of Rs. 30 per share, Rs. 15 
being the premium on the issue. 

Miscellaneous issues displayed a 
mixed tendency, while Fata Chemi
cals evoked good investment sup
port on encouraging reports of the 
working of the company and news 
of imposition of import duty on 
soda ash. Scindia Steams continued 
to drift lower from the complete 
lack of any support even at lower 
levels, due to pessimism regarding 
the company's current working. At 
Rs. 10-13, Scindias touched a new 
low for the past many many years. 
Premier Constructions also tended 
to ease off in sympathy. Bombay 
Burmahs lost substantial ground on 
profit taking. 
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