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end that he suggested that Housing 
Finance Corporations may be set 
up at the State levels. The idea, he 
said, was that such corporations 
would channelise into housing funds 
drawn from the private sector as 
well as banks, investment compa
nies and financial institutions sup
plemented by funds from the Life 
Insurance Corporation and the Em
ployees Provident Fund Account. 
Following the Central Housing 
Minister the Chairman of the Life 
Insurance Corporation has announ-

AN Ordinance promulgated last 
week reduced the statutory re

serve of the Reserve Bank to Rs 
200 crores, inclusive of gold coin 
and bullion valued at nearly Rs 118 
crores. The minimum reserve of 
foreign securities required to be 
kept by the Reserve Bank has thus 
been b rough t down to Rs 82 crores, 
against Rs 317 crores actually held 
during the week ending October 25. 
The statutory reserve of Rs 200 
crores is equivalent to about two 
and a half months imports at the 
average rate experienced in the first 
half of 1957. Since imports over 
the next two years are expected to 
be somewhat lower than this rate 
and assuming that larger imports of 
foodgrains would be financed from 
various aid programmes, the statu
tory reserves should not be consider
ed unduly low. As for the impact of 
the reduction in the statutory min i 
mum or external confidence in the 
rupee, even those who question the 
wisdom of the Government's drastic 
action are likely to suspend their 
judgment unti l such time as the 
foreign reserves actually decline be
low what they regard as the safe 
limit. 

Export Promotion 
The report of the Export Promo

tion Committee published last week 
bears marked resemblance to the 
one brought out by the Federation 
of Indian Chambers of Commerce 
and Industry late in 1955 (reviewed 
in E W, February 9, 1957). The 
patent fact that the exportable sur
plus of this country is rather small 
has to be clearly recognised—and 
together with It the equally patent 
necessity of squeezing home con
sumption to increase it. The re-

ced the readiness of the Corporation 
to consider requests for loans from 
housing societies. A l l this rush on 
housing seems uncalled for, and 
particularly at this juncture. It is 
no doubt true that a certain amount 
of housing activity must go on even 
now. For example, housing accom
modation must be provided to engi
neers and workers on the sites of 
the new steel plants. That la some
thing which cannot simply be avoid
ed. But apart from such unavoid
able expenditures there would be so 

fusal to lower the cloth excise duty 
is a step in the proper direction 
(though some readjustment of its 
incidence an coarse and medium 
goods would have helped eliminate 
speculation) so long as it does not 
encourage the persistent tendency in 
Government policy to believe that 
economic policy is concretised as 
soon as an ad ho-c measure for the 
textile industry is announced. If 
it is admitted that we are living 
through a foreign exchange crisis, 
then it logically follows that ex
ports must be stepped up at a l l 
costs. The domestic consumer has, 
however, been assured that the 
Government has his interests in 
mind and that attempts at export 
promotion would not be all at his 
cost. There should be l i t t le objec
tion in principle to the committee's 
suggestion that special income tax 
concessions be granted to encourage 
exports. If lavish depreciation al
lowances can be allowed to stimu
late industrialisation and shipping 
companies can be exempted from 
the wealth tax why not special con
cessions to promote exports? 

Narrow Movements 

Over the week, Dalai Street has 
moved within a fair ly narrow 
groove in the absence of any fresh 
incentives. shri Manubhai Shah's 
announcement that the cloth excise 
duty wi l l remain unchanged, and 
the continued sluggishness in piece-
goods, led to profit-taking and bull 
liquidation in TextiIes. Sugar scrips 
were buoyant on improved dividend 
reports and shipping continued to 
be in demand. While the past year 
has been exceptionally favourable 
for sugar companies, the prospects 
during the next season do not ap-

many other construction projects 
which could easily be deferred for 
a couple of years, or even more, and 
it is urged that the Planning Com
mission must come forward and 
assert itself in this matter. It may 
be a bi t unfortunate from the point 
of view of the Housing Minister that 
circumstances are not conducive to 
the implementation of the projects 
of his department. But that after 
all is no criterion in directing 
national economic policies. 

pear to be equally bright. The 
home market might be affected ad
versely by the high cost of l iving 
in urban areas, and by draught in 
the East, while international prices 
have already fallen below the In-
dian f o b quotations. Export pros
pects, therefore, depend very largely 
on the extent to which the profits 
collected from exports during the 
expiring season and pooled together 
can be utilised to subsidise the new 
season's exports. Though a direct 
Government subsidy to sugar ex
port is ruled out by GATT obliga
tions, the industry is optimistic 
about securing its help in some form 
or other. Government would do well 
to announce its policy fa i r ly soon 
if last year's performance of sugar 
experts is to be emulated. 

Indianisation 
Following the successful conver-

sion-cum-Indlanisation issues to fin
ance the expansion of National Car
bon, Guest Keen Williams, Lever 
and Dunlop over the last year, three 
similar flotations are reported to be 
awaiting entry into the capital mar
ket. These are Philips Electric, 
Firestone and Siemens. Detailed 
information about these projected 
Issues is not yet available but the 
first mentioned has announced its 
intention to offer 5 lakh shares of 
Rs 10 each to the public at a pre
mium of Rs 2.50. Firestone and 
Siemens are known to be carrying 
on negotiations wi th the Tatas and 
Khataus, respectively; whether and 
when they wi l l make an offer to 
the public is still uncertain. 

Spurt In Bank Deposits 
Deposit liabilities of scheduled 

banks have spurted by Rs 37.5 
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crores during the week ending Oct
ober 25; of this increase the State 
Batik is responsible for about Rs 
13.5 crores only. Transactions under 
P L 480 are presumably responsible 
for a large portion of the latter 
while the end of the Calcutta bank 
strike wi th the consequent return 
of cash and deposits have helped 
increase the resources of other sche
duled banks. The inflow of Its 37.5 
crores into the banking system is 
reflected thus in changes on the 
assets side (figures in parenthesis 
relate to the State Bat ik) ; cash 
Rs 5.5 er (+s 8.5 er) ; gilt-edgeds 
4 Rs 9 er ( 4 Rs 2.5 er); call and 
short loans I Rs 1.5 er (negligible); 
advances including bills 1 Rs 11 er 
(4 3 er); borrowings from Reserve 
Bank Rs 1 cr; Total Rs 28 er 
(Rs 14 er). The remaining Rs 9 
crores might have found their way 
into a larger portfolio of private 
securities and/or transfer of assets 
abroad. Liquidity (Cash plus igilt-
edgeds) and credit ratios during the 
week in percentages were 39.54 and 
63.85, against 42.19 and 69.95. res
pectively, a year ago. 

Duqng the week ending Novem
ber 1, the foreign reserves of the 

Around Calcutta Markets 

IT was rather strange that equities 
did not drop on the day the 

Ordinance about the currency re
serve was published. Stranger st i l l 
was the set-back in equities on the 
day the recommendations of the 
Export Committee were released. 
Unpredictable though the stock 
market behaviour very often is, the 
easier trend in equities at the time 
of this wri t ing is not without signi
ficance. Reasons for the earlier 
jump in equities were rather ob
scure. Some had been suspecting 
a set-back in equities. That sus
picion has been confirmed. At the 
moment, after the drop, the market 
is healthier. Constructive opera
tors w i l l welcome the technical 
reaction as a long-term favourable 
factor. 

No doubt, the climb-down has 
been mild. This shows the resilience 
of the market. But the earlier 
spurt would seem to be, in retros
pect, partly unjustified. Latest 
available information indicates that 

Reserve Bank went up fractionally 
by Rs 0.5 crores in the Banking 
Department. Investments declined 
by Rs 11 crores against the previous 
week's increase of Rs 22 crores, and 
loans to bankers went down by Rs 
4 crores, of which advances against 
usance bills accounted for the major 
portion. A rise of more than Rs l 
crore in Central Government depu 
sits has been more than offset by 
depletion of State Governments' 
deposits, while bankers' deposits 
have gone up by Rs 2 crores. Note 
circulation has contracted by Rs 16 
crores. 

Cotton Sags 
After displaying bullish ardour 

inspired by rumours of reduction in 
excise duty, Kalbadevi has beat a 
retreat on the Industry Minister's 
firm statement contradicting these 
rumours. Reports of higher arrivals 
in Berar markets also had an un
nerving effect. Mills which had 
bought several domestic: varieties at 
Sewri in expectation of higher prices 
liquidated their commitments; as a 
result quotations there came down 
by about 5 per cent. Jari l la March 
climbed down in sympathy from Rs 
718.50 to 695.25 before, recovering to 

Steady Trend 

prospects of foreign loans are not 
bright. Arrangements wi th some 
countries for deferred payments of 
imports are likely. But the expec
tation that these plans wi l l succeed 
in equating India's trade deficits 
wi th some of the countries mainly 
concerned may not materialise 
Lilfe New Delhi, stock markets arc 
now realising that the earlier opti
mism was overdone. That, of 
course, explains the corrective 
set-back. 

Exchange Crisis 
Far more disturbing is the grow

ing realisation that, without suffi
cient and timely help in the shape 
of foreign loans, even the ''hard 
core" of the Plan may be affected 
The Ordinance about the currency 
reserve emphasises this point. Of 
course, stock markets are not far-
out of the mark In hoping that 
foreign exchange scarcity wil l not 
materially affect the private sector. 
There is something to this argu
ment. But any curtailment of ex-
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Rs 703 A further decline was 
staved off by the Export Promotion 
Committee's recommendation in fav
our of an export target of 100,000 
bales for Bengal Deshi, together 
with further targets for other varie
ties 

Oilseeds Buoyant 
The premature abolition of ex

port duties announced last week 
and expectation of an export quota 
for groundnut oil are largely res
ponsible for the strident advance 
witnessed in oilseeds. Speculative 
interest has been intensified by 
diversion of bulls from Kalbadevi 
and hopes that the Forward Mar
kets Commission wi l l not be exces
sively strict. As a result, ground
nut has gained over Rs 10 over the 
last fortnight while castor is higher 
by nearly Rs 9. 

Silver Declines Further 
The bullion market has been 

mostly listless through the week 
owing to fall ing off of spot demand. 
Seizure of contraband gold imparted 
some strength to the yellow metal 
while selling by Calcutta Interests 
was largely responsible for the de
cline in silver. 

pansion projects in the public sec
tor must necessarily lead to a 
slowing-down of economic activity. 

Stock markets are not unaware 
of this possible repercussion of 
scarce foreign exchange resources. 
But the steady trend in equities re
flects industry's hopes that the 
Government will encourage the 
private sector through tax induce
ments. It is therefore, presumed 
that expansion in the private sector 
will continue unimpeded. Some 
minor tax reliefs are possible. But 
it is unlikely that the Government 
will change its basic policy of 
mixed economy. Private industry 
wil l , as now, always be encouraged 
to expand. But strategic econo
mic sectors wi l l be more and more 
under the control of the Govern
ment. On this issue, there has 
been no major reorientation of the 
Government's policy which might 
warrant fresh or new hopes about 
the private sector. 

Wednesday, Evening; 


