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Around Calcutta Markets 

Corrective Set-back Over 
I T would be wrong to presume that 

last week's sharp set-back in equity 
prices was due to the heavy drop in 
Ind ian I ron. As the most active 
share on the Calcutta Stock Ex
change, f luctuat ions in Ind ian I r o n 
have a tendency to be reflected in the 
price movements as a whole. But 
the fall in equities wou ld not have 
been as heavy as it was wi thout the 
decline in l e a shares. It was the 
disappointing behaviour of Tea 
shares that caused some nervousness 
among market operators. 

Clive Street is slowly regaining 
its poise. It would seem in retros
pect that last week's fal l in equity 
prices was in the nature of a cor
rective set-back. In the August spurt 
in equities, prices were pushed to 
such heights as to induce profit-
taking. H o w and why some bearish 
rumours cropped up just at a mo
ment when doubts were being raised 
about the spurt in equities would be 
appreciated by those familiar w i th 
stock market movements. In the 
current week, the falling trend has 
been checked. W i t h the shake-out, 
the market is now healthier. 

Ceiling for Indian Iron? 

Recent price movements suggest 
that Indian I r o n attract l iquidation 
as the shares reach the level of Rs 
35. Some days ago, there was heavy 
realisation in Indian I r o n at around 
this level. At that t ime, news ema
nated from Jamshedpur that the 
Government was contemplating de
control of steel. "Liquidation in 
Ind ian I r o n ceased. Despite the 
possibility that steel de-control might 
be accompanied by a cess on steel 
production, Indian I r o n began to 
move up. In sympathy, Clive Street, 
which had then turned hesitant, 
steadied up. 

But the upswing proved short
lived. There was renewed selling 
pressure in Indian I ron as the 
r u n o u r spread that the authorities 
had Vrided to freeze dividend dis
bursesents for the durat ion of the 
repayment of the loans. This has 
since been officially denied. T h a t 
does not necessarily mean that the 
market is convinced that such 
rumours are false. There is grow
ing belief that the dividend for the 
year to M a r c h last may not exceed 
that of the previous year. W i t h 
Ind ian I ron in the vicinity of Rs 35, 

this factor may have a discouraging 
effect. 

Loan Self-liquidating 
There is nothing wrong w i t h bor

rowings by an industrial company. 
I t is no argument against I I S C O 
that the company has taken loans. It 
is also a fact that loans are a first 
charge on the company's earnings 
and profits. Loans w i l l have to, be 
repaid. Wha t ,can be an argument 
against I I S C O is whether the 
company w i l l have the capa
city to repay the loans w i t h 
out prejudicing the s h a r e 
holders' interests. An industrial 
company borrows funds to finance 
expansion projects. It is a reason
able expectation that expansion w i l l 
enhance the earning capacity of the 
company concerned. There is no 
reason to have doubts that l I S C O ' s 
expansion plans are not being imple
mented according to schedule. 

Whether the fall in Ind ian I r o n 
or in Tea shares caused the set-back 
in equities last week, is an irrelevant 
question. But the fal l in equities 
would not have been so heavy w i t h 
out a simultaneous decline in Ind ian 
I r o n and Tea shares. Clive Street, 
including Ind ian I ron and Tea 
shares, have recovered some of the 
lost ground. It is, therefore, a 
reasonable" assumption that last 
week's developments were mainly 
technical re-adjustments. this week's 
price movements indicate that no
thing has happened to modify or to 
revise the outlook for industry and 
for industrial equities. 

Tea Exports Approaching Limit 

Even as the fal l in Ind ian I r o n 
was due to some rumours relating to 
the company's ability to expand ac
cording to the loan programme, there 
were some reasons for the decline in 
Tea shares. Tea exports have 
already been raised to 120 per cent 
of " standard exports ". Under the 
Internat ional Tea Agreement, there 
is, therefore, scope for a further in 
crease for this season of only 15 per 
cent of the " standard exports ". Ex
port demand and rising export prices 
are the main factors behind the spurt 
in Tea shares. W i t h only Iirnited 
scope for further exports, it is, there-
fore, not unnatural that some specu
lative holders w i l l feel inclined to 
" cash in ". 

There is something in this argu
ment. But there is accumulating 
evidence that the industry is optimis
tic about the future. Recently, the 
Jardine Henderson group of tea 
companies have published their re
ports. These reports and accounts 
tell the famil iar tale of higher earn
ings, of increased provisions for the 
various reserves and of better d i v i 
dend payments. M o r e encouraging 
is the news that three of the Jardine 
Henderson group of tea companies 
are seeking permission of the Con
troller of Capi ta l Issues to issue 
bonus shares. 

Many Bonus Issues 
Tea is not the only industry which 

is hopeful about the future. M a n y 
companies in many other industries 
arc issuing, or contemplate issuing, 
bonus shares. Clive Jute are raising 
capital by Rs 8 lakhs through issues 
of bonus shares in the ratio of one 
new share to two shares held by the 
existing shareholders. Clivc Street 
expects that capital increases through 
issues of debentures or bonus shares 
w i l l receive a further impetus w i t h 
the cessation of sales of the Nat ional 
Plan Loan. Such bonus issues, need
less to add, have a tendency to cause 
improvements in equity prices. 

Jute Shares in the Shake-out 
It was inevitable that Jute shares 

should decline in last week's general 
shake-out. But neither raw jute nor 
ju te goods have been affected. 'There 
are reasons to believe that the spurt 
in jute goods, particularly in heavy 
goods, is partly speculative. The 
sharp rise in 15 Twi l l s , in which there 
arc unofficial forward dealings, i n 
dicates the speculative nature of the 
upswing in jute goods. I t is now 
widely realised that the continued 
firmness in raw jute prices is mainly 
technical. There has been some 
flood damage to raw jute stocks now 
lying in godowns. But raw ju te 
prices are rising mainly because of 
lack of communication facilities be
tween pr imary and terminal markets. 
Stocks of jute goods are declining. 
This is a healthy development. About 
the outlook for Jute shares, the only 
disturbing factor is the dispropor
tionate rise in raw jute prices. 

, Every coin has two sides. Last 
week's fal l in equities might have 
been prolonged but for the develop
ments relating to the Government's 
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award on the bank dispute. Indus
try and the investor welcome the 
Government's decision. Inves tor 
have not missed Shri Chintaman 
Deshmukh's arguments in defence of 
the Government's decision that 
amendment of the Appellate T r i b u 
nal's award wi l l assure the interests 
of bank shareholders and depositors. 
Investors welcome the Government's 
concern to protect their interests. 

W a g e C u r b vs Indust r iaI Peace 
M u c h has been said recently about 

the need to eliminate the influences 
which impede the flow of saving's and 
investment. These are desirable 
developments for industry and the 
stock markets. But it would he rash 
to ignore that peace in industry is 
equally desirable. New Delhi's im
plied admission that it is necessary 
to halt the rising trend in labour 
costs may be cheering news for i n 
dustry. But industry wi l l be the 
main sufferer if any such shift in 
the Government's industrial policy 
provokes labour troubles. This is 
a possible development which stock 
markets wi l l have to watch carefully. 

Bengal Chemical 

T O D A Y , Bombay may claim to 
be the home of the chemical 

industry. But to Bengal goes the 
credit of starting the indigenous 
chemical industry in this country. 
Bengal Chemical was die pioneer in 
this held of economic activity not 
only in Bengal, but in the whole of 
India. 

The latest report of the directors 
for the year to A p r i l 13, 1954, re
veals Bengal Chemical's expansion 
projects. An order has been placed 
wi th Messrs Krebs and Company 
for purchase of a sulphuric acid plant 
having a capacity of 25 tons of ar id 
per day by contact process. 

Bengal Chemical have arranged a 
long-term loan from the Industrial 
Finance Corporation for defraying 
the .capital expenses of the sulphuric 
acid plant and the company's new 
city buildings. . 

Besides the capital expansion pro-
jects, provision has been made for 
a sum of Rs 60,000 for undertaking 
research work in the Sir Prafulla 
Research Department of the com
pany. 

After meeting all the incidental 
charged, the year shows a net profit 
of Rs 10,61,467. A l l the various 
classes of ordinary shareholders re
ceive dividend at the rate of six per 
cent, free of income tax. 
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