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BU L L S had exploited the i n 
flationary implications of 

world-wide rearmament programme 
for long But notwithstanding cle
ver manipulations by professionals, 
the outside public refused to be 
duped into buying stocks at higher 
levels because of the obscure econ
omic outlook in the country. Hav
ing failed to attract adequate follow-
up, bulls decided to unload their 
holdings on Thursday, September 
14. Though bears were still hesi
tant, Nobody was inclined to lend 
support to the market. So equities 
slumped. 

Though technical considerations 
alone warranted a sizeable decline 
in equities, the immediate and, 
therefore, the visible cause for the 
decline was the postponement by 
the Executive Directors of the I n 
ternational Monetary Fund of the 
consideration of the par value of 
the Pakistan rupee. Tha t Pakistan 
would soon devalue had become an 
article of faith wi th stock exchange 
operators and they had been bid-
d i n e . o n that confident 
c: Brazilian .sides, Dalal Street 

A i s year some. concern that 

a Pc ba . Id be appointed the 
Comma Chief of the Paki-
stan army when the Kashmir issue 
is sizzling up. The textile strike and 
apprehensions about the growing 
split in the Congress Party follow
ing M r . Tandon's election also ad
versely affected the market senti
ment. 

Once bitten, twice shy. And bears 
had been bitten often enough dur
ing the recent past to assume an ag
gressive role. They seemed content 
w i t h covering up their short posi
tions at setbacks. Finding that 
their opponents were not yet pre
pared for a fight, bulls took courage 
in both hands and lent renewed 
support to the market when the 
news was favourable. Reports about 
Tata Steel output continued to be 
encouraging. Various Ministries in 
the Central Government are busy 
examining the scope for pruning 
expenditure, in accordance wi th M r . 
C. D. Deshmukh's four-pronged eco

nomy drive. Moreover, the Sub
jects Committee's approval of the 
Delhi Pact and of Pandit Nehru's 
policies generally allayed the earlier 
apprehensions of a rift in the 
Congress camp. 

Renewed bull support and short-
covering produced a handsome rally 
towards the close of the week under 
review. More significant, however, 
than the rise in prices is the emerg
ence of a number of bright spots 
such as Imperial Bank, Simplex, 
Central India and Premier Con

struction appears to have changed 
the general outlook. This has scar
ed the bears away and bulls have 
once again been talking about the 
resumption of the major upward 
trend. The recent setback is being 
described as a mere corrective tech
nical adjustment in an upward 
movement. 

Since activity on the Stock Ex
change is almost exclusively of a 
professional nature and outside sup
port is lacking, the market trend 
remains uncertain. Though the per
formance during the last days of 
the week has been quite impressive, 
it may not be advisable, therefore, 
to trust the upward movement to 
last for long unless public support 
becomes evident. Besides, it is plau
sible to argue that having liquidated 
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Discouraging Import Outlook 

C O T T O N prices all the wor ld 
over sky rocketted during the 

first week of the fortnight under re
view as a sequeal to further reduc
tion in the second US crop estimate 
released on September 8, which 
placed the crop at 9,882,000 bales 
as against 10,308,000 bales a month 
ago and the crop of 16,127,000 bales 
in the. previous season of 1949-50. 
The New York cotton market's run
away trend was arrested, however, 
on imposition of licensing control 
for exports and the steady offerings 
on behalf of the Commodity Credit 
Corporation which steadily reduced 
the balance of Government holdings 
of cotton. The control on exports of 
cotton to all countries except 
Canada has been imposed in order 
to ensure United State's defence 
requirements for cotton in view of 
the small crop. This induced some 
of the import ing countries and es
pecially the communist dominated 
countries of South Eastern Europe, 
China and Soviet Russia to look for 
supplies elsewhere wi th the result 
that prices in Karachi , Alexandria, 
Brazil, East Africa etc. soared to 
giddy heights. Subsequently, there 
was a moderate setback following 
favourable developments in the 
Korean war. The reaction on the 
Karachi market was relatively 
greater as the decision on devalua
tion has been shelved for some time. 

The question is whether cotton 
prices are likely to decline material
ly from the present levels if the 
Korean war were to terminate in 
the near future. Even if the US lifts 
restrictions on cotton production 
during the next season, the inter
national supply and demand posi
t ion may not show any sharp break 
in cotton prices. The inflationary 
tendency is bound to exert its i n 
fluence. 

The new crop outlook in India is 
considered fairly good despite the 
recent heavy rains in Nor th Gujerat 
and the Punjab. Crop ideas con
tinue to hover around 31 to 32 lakh 
bales. In view of the difficult situa

t ion in the world markets following 
the recent spectacular rise, in prices, 
import prospects have definitely 
deteriorated. Further, if the Govern
ment does not to grant any allow
ance in determination of cloth 
prices for the high prices that may 
be paid by the traders for cotton 
imports, as is suggested from this 
week's announcement regarding i m 
ports of US cotton and determina
tion of cloth prices, trade circles are 
inclined to believe that imports dur
ing the new season w i l l not exceed 
six lakh bales as against over twelve 
lakh bales during the previous cot
ton year. Californian cotton is sell
ing today at Rs. 1,900 as against Rs. 
1,450 this time last year. For that 
reason, none of the mills excepting 
those who deal in exports, are 
enthusiastic about import ing such 
cotton. India may hardly import 
one lakh bales of Egyptian cotton 
as the price of Karnak is placed in 
the vicinity of Rs. 2,800 and the ex
port duty on it has been doubled 
since September 1. We may, how
ever, get about 2 lakh bales of East 
African cotton. Prospects for 'getting 
Pakistan cotton are still considered 
remote. 

The outlook on the import front 
being so discouraging, the Govern
ment of India is busy considering 
tightening of control measures to 
regulate purchases by mills w i t h i n 
ceiling levels. The promulgation 
of the new Cotton Control Order 
1950 which is more or less on the 
lines suggested by the recent Bom
bay Conference, empowers the Tex
tile Commissioner to see that the 
measures are implemented for the 
effective control of prices. Accord
ing to this Order, mills have been 
prohibited to buy kapas while the 
Texti le Commissioner may specify 
the. period for which kapas may be 
held by dealers and can force the 
holders to get it ginned wi th in a 
stipulated time. Mi l l s who have 
owned or leased ginning factories 
prior to September 1, 1950 have 
been allowed to purchase kapas and 
gin it for their own use, subject to 
such conditions as may be la id d o w n 
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their holdings at rates not very much 
above those now prevailing, it is very 
unlikely that professional bulls w i l l 
t ry to r i g up the market so soon. 
Most probably, bulls have been try
ing to exploit the general market 
psychology not to sell Tata Steel 
Deferreds—the market's barometer 
— t i l l the latter are quoted cum 
dividend, and have been lending 
renewed support to the market 
w i t h no other end in view than that 
of l iquidating then outstanding 
positions at higher levels. 

Tata Locomotive Debentures 

THE Tata Locomotive and Engi
neering Co. L t d . have an

nounced the. issue of Rs. 1½ crores 
of 5 per cent, (taxable) debentures 
repayable in 1965, or earlier at the 
option of the company, but not be
fore ten years. The issue, it is gene
rally felt in market circles, is likely 
to be easily subscribed as the terms 
and conditions are quite attractive 
for an investor. 

The capital of the Company is 
Rs. 5 crores consisting of Rs. 2 cro
res in 5 per cent, taxable preference 
shares taken up by the Government 
of India and Rs. 3 crores of ordi
nary shares. The block account to 
date is about Rs. 227 lakhs. The 
gross profits, of the Company during 
1948 and 1949 were Rs. 11.5 lakhs 
and Rs. 16.58 lakhs respectively. 
The profits cover interest completely 
and wi th the locomotive plant in 
operation, they are bound to show 
further improvement. 

Because of an agreement wi th the 
Government of India for the supply 
of 50 locomotives and fifty boilers 
every year at a price based on actual 
cost plus depreciation plus 7 per 
cent, on the capital employed and 
wi th a large demand from the I n 
dian Railways for annual replace
ments, the Company is in a likely 
position to make profits. 

Results of investigations carried 
out in Mand i State regarding oc
currence of salt deposits are now 
available. The salt deposit at 
Guma is reported to be extensive 
and commercially promising. I t 
contains 15 to 20 per cent, of i n 
soluble substances and traces of 
potassium and magnesium salts and 
sulphate. The total deposit here has 
been estimated at a hundred mi l l ion 
tons. 
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