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Stock Exchange 

A New Loan in the Offing 
August 2, 1951. 

THE time is fast approaching 
when Government w i l l have 

to announce their decision in res
pect of the 3 per cent 1951-54 Loan 
which falls due for repayment on 
15th of September. It seems fair ly 
certain that a cash-cum-conversion 
loan w i l l be offered and in all pro
babil i ty, an announcement would 
be made dur ing this month. It is 
generally expected that the loan, if 
it is to succeed at a l l , must neces
sarily be short-dated. If the rate 
of interest offered is not to fal l be
low three per cent, the only offer 
possible is for 3 per rent 1958 Loan, 
for which payment could be made 
either in the 3 per cent 1951-54 or 
in cash. The 3 per cent 1957 Loan 
which is nearest in matur i ty to the 
former, is quot ing Rs. 100-8 while-. 
3 per cent 1959-61 Loan is quot ing 
R s . 9 8 - 1 0 . For the new loan to 
succeed, it seems necessary that the 
3 per cent 1959-61 should recover 
to Rs. 99, part icularly as interest on 
this loan is due on 15th of August. 
Prices in gilt-edged market, are al
most wholly determined by the 
policy of the Revserve Bank of 
Ind ia and as the Bank appears to 
be not too wi l l ing a seller, there is 
every likelihood of its recovery. 

W i th the commanding position 
that the Reserve Hank enjoys in the 

money market, the success of any 
new floatation is more or less a fore
gone conclusion. Nearly half the 
issues of 1951-54 is already w i th the 
Reserve Bank and as the new loan 
wi l l be for a modest amount either 
the publ ic, part icularly the banks, 
wi l l ask for conversion or the Re
serve Bank wi l l draw upon its own 
portfol io. 

Though the new flotation may 
thus be a success, the problem of the 
giit-edged market w i l l be as far 
f rom solution as ever. In the first 
place, return f rom gilt-edged must 
bear a reasonable parity wi th the 
return f rom other forms of invest
ments. For this purpose, it is the 
return on the long dated loans 
which must be taken into ac
count. The existing yield on 
the non-terminable 3 per cent 
1986 Loan is around 3.30 per 
cent, subject to income-tax while 
the yield on semi-gilt-edged in
vestments such as bank shares, 
public utilities, etc., is anywhere be
tween 4.50 to 5 per cent tax-free., 
while on first-class industrials such 
as Associated Cements the yield is 
5 per cent tax-f ive. In the second 
place, for an undeveloped country 
like India and in the face of a. ris
ing trend in the long term rate of 
interest all over the wor ld , the exist

ing return f r o m long-dated Govern
ment Loans is very much out of 
line. Unless a serious effort is made 
by the authorities to raise the long 
term interest to around 4 per cent, 
it is unlikely that any sizeable in 
vestment support of an endur ing 
nature can come, in the gilt-edged 
market. W i t h the necessary sup
port f rom the Reserve Bank, a fa l l 
in the long-dated issues can be 
arrested for the t ime being but i t 
can only be at the cost of freezing 
the market and keeping the genuine 
investor away. The earlier an ad
justment is brought about in the 
long term rate of interest by a bold 
policy, the better w i l l the market 
be- able to absorb new loans to any 
sizeable extent. 

Return of Notes 

The latest weekly report of the 
Reserve Bank of Ind ia shows a fur
ther fal l in notes in circulation. In 
less than a month and half between 
June 15 and July 27, notes in actual 
circulation dropped by nearly Rs. 80 
crores from Rs. 1,280 to Rs. 1,202 
crores. Tota l note issue also fell 
correspondingly f rom Rs. 1,311 to 
Rs. 1,240 crores, while notes in the 
Fianking Department rose f rom 
Rs. 31 to Rs. 38 crores. Just as 
notes are returning from circula
t ion, so also schedule banks advan
ces are steadily fal l ing. During - the 
same period advances have fal len 
by nearlv Rs. 26 crores from Rs. 560 
to Rs. 534 crores, and scheduled 
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banks' balances w i t h the Reserve 
Bank have risen by Rs. 22 crores 
f rom Rs. 54 to Rs. 76 crores. 

Stability at Low Level 
After last week's sharp decline, 

the equity market is gett ing stabi
lised around that low level. Ta ta 
Deferreds are f luctuat ing around 
Rs. 1,950 and Ordinaries around 
Rs. 360. Ind ian Irons and Steel 
Corporat ion of Bengal are quot ing 
at Rs. 31-12 and Rs. 31-8 respect
ively. The increase on an average 
of Rs. 20 per ton in pig i ron prices 
should help Ind ian Irons but in 
view of the strained Indo-Pakistan 
pol i t ical relations the speculative 
scrips are no longer responsive to 
such bullish factors. 

In the textile section, in ter im d i 
vidend has been declared for K o h i -
noors at Rs. 6 per share which is 
the same as last year. This is lower 
than expected but as textile profits 
are likely to be much lower in the 
second half of 1951 than in the first 
half, the directors probably decided 
in favour of prudence to guard 
against future eventualities. Koh i -
noors are steady around Rs. 346 
and Centurys around Rs. 345. 

In the miscellaneous section in 
terest centered on Associated Ce
ments which staged a smart recovery 
on Thursday f rom Rs. 170 to Rs. 178 
on the expectation of a much larger 
dividend. The fact that the com
pany's product ion is expanding and 
new factories are corning into exist
ence has attracted wider attention 
and has come to make it one of the 
most popular investment counters 
in the market. Bombay Burmah 
have also recovered from the ini t ial 
shock and old shares are quoting 
Rs. 540 ex-div., wh ich indicates 
that there has been practically no 
fal l in these shares. The excellent 
working of the company has brought, 
continued support for Burmahs and 
once the market gains in buoyancy, 
speculative , support for this scrip 
must grow. Scindias continue to 
remain the orphan of the market. 
Af ter having declined to Rs. 14-3 
they have recovered to around 
Rs. 14-10. At below the par value 
of Rs. 15, the shares should have 
received further attention but con
fidence is still lacking in this scrip 
as the general impression is that 
this concern is not likely to show 
any profits in the next few years. 
On the other hand, informed cir
cles speak about the very satisfac
tory work ing of the shipping com
panies in genera l Freights are much 
higher than last year and loadings 
arc full Unless, however, better 

IT is really satisfactory to note that 
dur ing 1950 the Andhra Insurance 

put up new business of Rs. 27 lakhs, 
when most of the other insurers ex
perienced a fal l in their business. 
Dur ing the year 8841 proposals 
assuring a sum of Rs, 190.47 lakhs 
were accepted. 

The net premium income increas
ed by about Rs. 6 lakhs to Rs. 36 
lakhs. The L i fe Fund also increas
ed by Rs. 19 lakhs, thus br inging 
up the total figure to Rs. 145 lakhs. 
The expenses, including commission 
to agents, appreciated f rom Rs. 9.55 
lakhs in 1949 to Rs. 11.71 lakhs. 
This is, however, well w i th in the 
limits set under the Amended Insu
rance Act which came into effect 
f rom January 1, 1951. 

The Seventh Aetur ia l Valuat ion 
for the company was completed at 
the end of the year. Tins resulted 
in a surplus of Rs. 9.67 lakhs out 
of which the share of the policy 
holders was Rs. 8.95 lakhs, and the 
rest that of the shareholders. As 
the share of the shareholders has 
been reduced from 10 per cent to 
7½ per cent of the valuation sur
plus according to the provisions of 
the Insurance Amendment Act 1950, 
the directors have recommended a 
dividend of 6 per cent per annum 
tax free to the shareholders and a 
bonus of Rs. 9 per thousand on all 
part ic ipat ing policies for the years 
1948, 1949 and 1950. 

Tata Locomotive and 
Engineering Co, Ltd. 

The work ing of the "Fata 
Locomotive for the year ended 
March 31, 1951 has shown improv
ed results though, the net profits for 
the year are a shade lower at 
Rs. 5.65 lakhs than in the previous 
year. The net profits have been 
arrived at after providing for taxes 
and Managing Agents' Commission 
and appropr iat ing Rs. 28 lakhs to 
Depreciation Fund as against Rs. 15 
lakhs in the previous year. This 
w i l l br ing up the Depreciation Fund 
to Rs. 70 lakhs. The value of the 
out turn has exceeded by Rs. 48 
lakhs over the previous year to 
Rs. 230 lakhs. 

The product ion of the first 50 
metre gauge, locomotives of the YG 
type are proceeding and deliveries 
are expected to commence f rom the 

766 

beginning of 1952. Dur ing the 
year, the Rai lway Board has fu r 
ther placed an order of 50 metre 
gauge locomotives of YP type and 
in addit ion have informed the com
pany that further orders for 50 lo
comotives of the YP type and 50 
of the YL type w i l l fol low. Besides, 
the manufacture of 140 boilers 
ordered by the Rai lway Board w i l l 
keep the boiler shops ful ly employed 
up to the beginning of 1954. The 
total number of roadrollers part ial ly 
erected and manufactured by the 
company f rom the beginning of the 
contract up to the end of the year 
was 700. 

The construction work on the 
locomotive project is expected to 
be complete by the end of 1951 and 
it is estimated that the manufacture 
of locomotives w i l l commence f rom 
November 1, 1951. 

The relations between the com
pany and the Government in the 
matter of financial assistance re
ceived by the company is interesting. 
It is a good thing that our Govern
ment has encouraged and helped 
this industry in a satisfactory man
ner. Dur ing the year the Govern
ment has paid up a sum of Rs. 50 
lakhs to the share capital of the 
company in the form of 5 per cent 
(taxable) Cumulat ive Preference 
shares at par. This confidence of 
the Government in the company 
and its management has enabled 
the directors to raise addit ional 
capital in the form of ordinary 
shares of Rs. 1 crore and deben
tures bearing interest at 5 per cent 
subject to taxation of Rs. 1 ½ crores. 
The total funds now at the com
pany's command are sufficient to 
cover the entire expenditure on al l 
the projects on hand. 

The net bloc stands at Rs. 390.52 
lakhs, the net addit ion dur ing the 
year being Rs. 162.71 lakhs. T h e 
Reserve Fund has increased by 
Rs. 6 lakhs to Rs. 16 lakhs. Cash 
and other balances have risen f r o m 
Rs. 2.17 lakhs to Rs. 7.21 lakhs 
and confirm the improvement in the 
work ing of the company. The sales 
have also improved by about Rs. 21 
lakhs to Rs. 188 lakhs. T h e ex
penses on wages and salaries, i n 
c luding dearness allowances, haves 
likewise increased f r o m Rs. 40.58 

working results are indicated in the 
next annual report, investment sup-

A Good Year for Andhra Insurance 

por t for . scindias will not be forth-
coming. 

Company Reports 


