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BY WAY

OF A

FOREWORD

Ir is my privilege, as President of the Stock Exchangé for
the year in which is celebrated its Golden Jubilee, to pre-
sent to the nation this symposium on the Stock Exchange
specially prepared to mark this occasion. Publications on the
role of the Stock Exchange in national life have been virtually
non-existent in this country. I am sure this publication will
help everybody, and particularly our legislators and adminis-
trators, to gain a better knowledge of the Stock Exchange.
To allow them to make a correct assessment of the use and
importance of the Stock Ekch_aﬁge in a nation’s. economy,
we have followed a unique method in the preparation of this
publication. Instead of telling the story ourselves, we have
printed here only what the financial editors of leading
newspapers and journals ‘have. to say on the matter, so that
the readers may have an ﬁnvamished picture of it. I must add
to emphasise that we have printed their writings as received,
without modifying even a dot or comrma of same.

On this momentous occasion I am naturally reminded of
the useful service that the Calcutta Stock Exchange has
rendered in connection with the financing of industrial deve-
lopment in this country. Calcutta’s Official List will show
that almost all the jute mills and the paper mills; most of the
coal and mining companies; the majority of the railways and
electricity supplying undertakings under private management;
the bulk of the tea companies; most of the sugar mills of -
upper India; companies with international affiliations like

A
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the Stanvac, the Burma-Shell, the Caltex, the Imperial
Tobacco, the Hindusthan Lever, Dunlop Rubber, Philips,
Alkali and Chemical (the Imperial Chemical Industries),
National Carbon and Indian Aluminium; Indian Iron, the
second largest. steel producing company in the country;
many of the worthwhile engineering concerns; the Big Five
of the Indian banking world; and a host of miscellaneous
companies engaged in diverse kinds of processing and manu-
facturing business ranging from automobile production to
shoe making; have for the support of the investors to their
issues of capital either in the form of debentures or shares,
aepended on the Calcutta Stock Exchange. For well over four
decades Calcutta has supported the financial securities of
over £oo companies. Today Calcutta officially quotes 969
securities of some 620 companies. The total nominal value of
these securitiés amounts to over Rs 300 crores. In addition,
Calcutta also quotes 116 securities of the Central and State
Governments and the Local bodies, nominally valued at
Rs 1,800 crores. The companies quote& on the Calcutta Stock

Exchange account for a major portion of Tndia’s national

income in the corporate industrial sector of the economy. If
the weal and happiness of a nation depends on diversification
of its economy, then the Calcutta Stock Exchange has cer-
tainly made its due contribution to it.

In regard to the rendering of services to the investors the
Calcutta Stock Exchange has been for the past two or three
decades emulating the methods of its confreres in the UK.
and the U.S.A. Like London and New York, Calcutta too has
a ‘public gallery for visitors. Year in and year out students
from nearby and distant universities and colleges and also
mermbers of the public come to watch the market from its
visitors’ ‘gallery. It has also a research and information depart-
ment which lays its.ungrudging service at the disposal not only
of the investing public, but also of the Reserve Bank of India,
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of the Government’s tax departments, and of various chambers
of commerce and trade organizations in the country. It has
also-been issuing for near about quarter of a century an
Official Year Book to furnish to the investing public all
essential information helpful to the formation of wise and
intelligent judgment on investments. . -

Over the past fifty years Calcutta Stock Exchange has
experienced numerous slumps and booms. Out of the crises
born of them Calcutta has always come out successful—not

provoking to need any official intervention. Calcutta’s suc-

cess has been due to its functioning predominantly as an
investment market. Out of the 620 companies quoted on the
Stock Exchange, dealingsl in the shares of no less than 612 dre
done exclusively on cash basis, that is to say, shares bought
‘are required to be taken up on the third day after the date of
transaction against péyn‘ieut of the value in cash.

To the editors of the various papers who have helped us to

make a success of this publication and to our numerous friends,

admirers and associates who have blessed this histeric occa-
sion in our life with their greétings and good wishes, I perso-

nally and on behalf of the members of the Exchange and its -

Committee, tender our most sincere thanks. My personal
appreciation of the services rendered in editing this work
goes to Mr A. K..Suxff, M.A.; AILC.S,, the officer in charge
of our Year Book, Information and Research Department.

PRrESIDENT
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G REETINGS

MESSAGES

y, N ‘this happy and historic occasion in its life the Stock
J Exchange has received greetings and messages from far
and near—from its many friends, admirers and associates.
Heads of administration both in the State and at the Centre
have greeted it with unqualified sentiments. Distinguis_hed
industrialists and Presidents and Vice-Presidents of Chambers

of Commerce and sister institutions have also sent their
messages to bless the Exchange on this momentous occasion.

The Exchange remains deeply indebted to them for the kind
words they have all spoken about its success and achieve-

_ments during the past fifty years. We take great pleasure in

reproducing some of them on the following pages.
*

Sri Morarji Desai, :
Finance Minister,-
India,

An organised securities market, like the Calcutta Stock
Exchange Association Ltd., provides marketability and price
continuity for shares and assists in a reasonable evaluation of-
securities in terms of their intrinsic worth. Thus it helps the

-orderly flow and distribution of savings as between different

types of invgstments. 1 am happy that the Calcutta -Stock
'Exchange Association Ltd. has rendered valuable service in
this direction.
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This Association has been recognised by the Central
Government under the Securities Contracts (Regulation)
Act, 1956, which was legislated with a view to prevent
undesirable transactions in securities by regulating the business
of dealing therein, by prohibiting options and by providing
for certain alternatives connected therewith. The recogni-
tion of the Association confers on it a monopoly of business
in securities in the area served by it. As every privilege
carries with it some responsibility, the Association has to
maintain high standards of care and supervision to sustain
and enhance its reputation. I wish all success to the Associa-
tion and trust that the conditions attached to the recognition
given to it will be implemented very soon.

I wish the Golden Jubilee Celebrations of the Association
_.every success, '

Dr. B. C. Roy,
Chief Minister,
West Bengal_.»

I send my best wishes to the Calcutta Stock Exchange on
the occasion of its Golden Jubilee. This institution plays a
notable part in the economic life of the country, acting as a
free market for securities where prices are determined by
the forces of supply and demand. It has helped banks and other
institutions to make proper assessment of securities for the
purpose, of granting loans, To the Government also, it has
been of great service for raising loans from the market as
investors would be reluctant to subscribe to these loans if
they were incapable of selling them on the Stock Exchange in
times of need. May the Calcutta Stock Exchange continue to
pursue its useful career!
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Sir John Braithwaite,
Chairman,
London Stock Exchange.

On the occasion of your Golden Jubilee it gives me great
pleasure to send you the congratulations of the London Stock
Exchange. It is, I believe, increasingly appreciated that the
function of a Stock Exchange is not only to provide a free
market for securities but also to assist in the raising of -funds
for Government and Industry and to supply for all 2 channel
for the investment of savings in the performance of this
function. We wish the Calcutta Stock Exchange continued

SUCCESS,

Mr G. Keith Punstcm,

Premdent
New York Stock Exchange.

" The Board ‘of" Governors and the Members of the New- York
Stock Exchange take great pleasure in extendmg congra.tula—
tions and best wishes to the Calcutta Stock Exchange on the
happy and historic occasion of its Golden Jubilee. _

For ffty years the Calcutta Stock Exchange has fulfilled its
great- mission by providing an honorable and responsible
market place for those investors whom you and your Members
serve. May all the years beyond this special day brlng success
in equal measure.
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Sri K. R. P. Shroff,
President, .
Bombay Stock Exchange.

1 have great pleasure in sending our felicitations and sincere
good wishes to the Calcutta Stock Exchangé on the occasion
of its Golden Jubilee. As asister association, we join in the
celebration and share your joy and pride of achievement. -

Stock Exchanges are not, and have at no timie been, the
private concern of a few individuals; nor have their activities

been limited to the cyciical booms and slumps which attract

so much popular attention. As public institutions, they have
from the.earliest days made a vital contribution to the eco-
nomic progress of the country. Investment is the life-blood
of economic development, By providing a meeting place for
buyers and sellers of securities spreéd all over the country
and by establishing a machinery for free and fair evaluation of
prices, Stock Exchanges have made investment in stocks,
shares and securities. easily negotiable and jmparted to them
the essential q@laliti_eé of liquidity and price continuity.
Without these; no.person, big or small, would be inclined to

part with his savings.: The stock .market has thus mobilised -

the savings of the nation and channelled them into useful
activities. Through its medium, the Central and State Govern-
- ments have raised crores of rupees by floating public loans;

Municipal Corpéra’.tiogs, Improvement Trusts, local bodies -

and State Finance Corporations have obtained from the public
their financial requirements; the central monetary authority
and ‘the banking syétem have: regulated the volume of credit
and performed their essential lending functions; and industry,

trade and commerce—the backbone of a country’s economic -

structure—have secured capital of crores of rupees through
sssue of -stocks, shares and debentures for financing their
day-to-ﬂay activities, organising new ventures and completing

S
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projects of expansion, imprevement'and renovation. In this

manner, the Stock EXCha;nges have from the very outset served
both the public sector as well as the private sector. At the

same time, they have distributed the ownership of stocks,

‘shares and securities far and wide among all classes of people;
thereby broadening the economic base and laying the founda- -
tions of a true economic democracy. :

Stock Exchanges are today, more than ever before, at the
heart and centre .of the new economic order that is being
evolved. The Calcutta Stock Exchange, as an integral part of
the national stock market, has played a significant role in this
development. There is therefore special cause to rejoice in
its Golden Jubilee. As one connected with Stock Exchanges
for the last fifty-four years and as President for over thirty-five
years of the Bombay Exchange which is the oldest trade asso-
ciation in this country, I claim the privilege of extending to
the Calcutta Stock Exchange our greetings and warmest
congratulations on the auspicious and memorable occasion of
its fiftieth anniversary. May the Exchange prosper and grow
from strength to strength in the years that lie ahead and may

it continue to render increasingly useful service to the com--

munity at large.

Sri V. Natarajan, .
President, '
Madras Stock Exchange.

The Calcutta Stock Exchange is unique in many respects.
The wide spread of investments offered by a number of lead-
ing companies in different sections is a worthy feature of your
Exchange, The estab lishment of the iron & steel industry,
the jute, coal and tea industries as joint stock enterprises
clearly bear out the.services that you and your members have
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rendered in mobilising the resources of the country for
productive and profitable use. Yours has always been an -
investment market—similar to the Madras Stock Exchange—
catering to the needs of different classes of investors, large
and small. Your Stock Exchange has also the distinction of
being one of the earliest institutions for publishing the Official
Year Book, providing all the relevant data about leading
joint stock companies in this country, which are of vital
interest and: utility not énly to investors but also to bankers
and members of the Stock: Exchange. 1 have no doubt that it
will continue to play a- i@géing part in moulding public
opinion in favour of investments. in Indian joint stock enter-
prises in an increased measure. , '

In the context of the Second and the Third Five Year Plans
etc, the Stock Exchanges in Indid have a vital role to play
“in the economic well-being of the country and in the indus-
trial growth of conipaniesi in tﬁe:priifate. sector, besides
giving a helping hand to Government fo raise the internal
resources for the successful implementation of the various
development schemes in the public sector.

May your Stock Exchange grow from strength to -strength
" and be of service to the Nation! - -

*
. Sri M. R. Dhawan,

President,
Delhi Stock Exchange.

It is 2 matter of immense pleasure that the great Calcutta
Stock Exchange is celebrating its Golden Jubilee this year. I
send it my hearty congratulations and while doing so, 1 deem
it a great pleasure to say a few words on this historic occasion.
The prosperity of a nation depends a great deal on its indus-
trial progress.'The Stock Exchanges have a vital role to play
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in helpmg industries to raise necessary finance. They have-a’
supremely important function. to perform in develapmg a
strong capital market to enable Government to raise loans.
Their services are indispensable in the operations by the
authorities, for the regulation of the country’s credit policy.

The Calcutta Stock Exchange has performed these functions
all these years with a measure of success and dlstmctlon of
which any Stock Exchange can justly be proud. '

India has gained freedom after centuries of sub}ugatxon
The leeway of Industrial backwardness has to be quickly made
up. The building up of a new resurgent India is a thrilling

adventure in the words of our beloved Prime Minister Pt.

Jawahar Lal Nehru. In this the private sector has a very
important part to play The more recent policies of the
Government lend colour to the belief that in future the
Government policies may be guide& more by realistic con-
sideration than by doctrinaire approach. In this scheme of
things, the Stock Exchanges functioning properly have im-
portant services to render to the nation. I am. sure, the
Calcutta Stock Exchange with the best of experience and fine
traditions will as in the past play its historic role in a manner
which will not only cover it with glory, but also do credit to
the institutions of the Stock Exchanges in the country. I wish
it all success. ‘

*

Sri Ramanlal Vadilal Mehta,
Vice-President,
Ahmedabad Stock Exchange.

On this happy occasion, the members of my Stock Exchange
and the Governing Board and myself send blessings that your
Stock Exchange may render its useful services to the nation

, .
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and achieve greatness and glory from year to year. I wish .yourv
Golden Jubilee Souvenir Volume a great success. '

%

Srt P. C. Bhattacharyya,
Chairman,
State Bank of India.

I am happy to learn that you are éelebrating the Golden
jubllee of the Exchange this year. I send my best wishes and

! do hope that the Exchange wdl contmue to function in the -
: pubhc interest, while offermg necessary scope for proﬁtable .

activity to 1ts members

Sir Biren -Mqokerjee, :
Managing Director, o
Martin 'Burn'L't’:d.’ oo

~ The growth of joint stock enterpnse on  the principle of
limited - ‘liability would not have been p0351b]e anywhere in
‘the ‘world without a well-regulated Stock Exchange. A Stock
Exchange assists in the canalisation of the savings of not only
* the so-called capitalist classes, but of all classes of people

including the peasant and the wage. earner, and imparts.to
g P g P

such savings held in the form of Stock or Debentures the
attribute of liquidity and an index of value. The Calcutta
. Stock ‘Exchange Association Ltd., can look back with pride
“on-its record of achievement over the past fifty years, and I
wish the ‘‘Exchange’ on the occasion of its Golden Jubilee
‘2 long career of useful service to the country.

T
(- N




_ | ( xix )
Sri G. D. Birla,
Eminent Industrialist,
Calcutta.

There can be no two opinions on the fact that the Stock
Exchanges all over the world and so in India-are the useful
institutions for stimulating investments -and guiding the
investor. Their importance in India shall be realised more and
more as India marches towards industrialisation and the
private sector is called upon to make greater and greater
contribution towards the same. It is, therefore, in the fitness
of the things that the Calcutta Stock Exchange, which has
played such an important part in the past in directing invest-
ments into the proper channels, should draw the attention of
the public towards its remarkable achievements by celebrating
its Golden Jubilee and bringing out a Souvenir on the
occasion, , '

I hope the Souvenir will make the public realise that to the
investor it is more remunerative to put his money in industries
rather than in fixed yield securities. Unfortunately, in recent
years the investor has become shy due to various reasons, into
which one need not go. Yet, the fact is that there is money in
the country—even with the industrial workers and the
cultivators—which has not -at all been mobilised- for the
purpose of sponsoring industries. It is essential for the banks
and the stock exchangés to tap the new resources and stimulate
a broad-based investment in the capital structure-of the
industries. It will require patience and hard work to achieve
the object. -But it has happened in other countries and it
should happen here too. The virtue of equity investments in
the face of the danger of inflation should be made to be
re:i_lised by the smallest man, '

Unfortunately, in our country we have been less 'enterpris—
ing in this direction and, therefore, investments have been




( xx)
attracted only from a few quarters. The common man hardly
shows interest in investments. And yet, India can never
progress industriaily unless the investment fows in from the

smallest man. The question, therefore, is whether with the -

changing times the Stock Exchange too is going to change its
outlook and cater not only for the big investors and the
speculators butalso for the small man. Iftheycando this, they
will have rendered a great service to the coim'ftry"l'

Sir' B. P. Singh Roy,
President, L ._ _
~ Federation of Indian Chambers of Commerce & -I'hd;istry.'

.. The .country is com_rnittec‘i to ané.'mbitious programme of
-ix}dustri_a-l development and it requires financial support- and
public confidence. 1 have rio doubt the Calcutta Stock Ex-
change can contribute lafgely to. the creation of that con-
fidence and rénder .valuable assistance to the industrial
expansion of our countr'y.' . ' , o

- The Souvenir Volume. proposed to be"published by the
‘Calcutta Stock Exchange on the occasion of the celebration of
its Golden Jubilee will, I am sure, serve the useful purpose of
dispelling misconceptions about the functions and activities
of the Stock Exchange and of conveying correct information
to the investors in industrial stocks. :

I congratulate the Calcutta Stock Exchange on this happy

occasion and wish ‘the Institution a long career of usefulness

and prosperity. '

e

-
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Mr. ]J. D. K. ‘Brown,
Vice:President, :
The Bengal Chamber of Commerce & Industry.

It gives me great pleasure to send you the congratulations
of the Bengal Chamber of Commerce & Industry on the occa-
sion of the Golden Jubilee of the Calcutta Stock Exchange
Association Ltd. '

. Representing as it does in its membershlp a large propor-
tion of the trade and industry of West Bengal, the Chamber is
well aware of the vital service both to the private and public
sectors of the economy rendered by the organised stock
exchanges of the country. On behalf of the Bengal Chamber of
Commerce & Industry, I wish you every success in the future.

Sri D. N. Jalan,
President,
Indian Chamber of Commerce.

I am happy to learn that the Calcutta Stock Exchange is
celebrating its Golden Jubilee this year, It has indeed a proud
record of go years of unstinted service to the country and
particularly to business-and industry in. the Eastern part of
India. The great value and utility of Stock Exchangeto the
country’s economy cannot ‘be overemphasised. It will. be
impossible for business and industry to run in the absence of
Stock Exchange which not -only functions as a_barometer of
the country’s economy and business activity but also. actively

'
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helps raise the necessary finance, particalarly for the private
sector which represents 97 per cent of the counfry’s
industry. ' : : - '

I am confident that with the further devélopment of our

economy and fulfilment of the plans of economic regeneration
of the country the Calcutta Stock Exchange will continue to
play an increasingly important role in the. yeéré“ to come. I
send my best wishes for the success of the ‘Golden Jubilee
Celebrations of the Calcutta Stock Exchangé. . '

A Sri S. Vaidyanath-ﬁiyar, _
President, A -
_ The Institute of Charqcre& Accountants of India,

The Golden ]u'b'i}ee of a Stock Ekéhﬁhgé is a memorable -

event; when that occasion arises in connection with an Insti-
tution such as yours which has. played a consistently promi-
nent role in industrial and financial economy of the country
for half a century, the event becomes more significant indeed.
As representing the auditing profession whose reports furnish
a basis of the quotations at which industrial securities ex-
change hands through your members the Institute offers you
its felicitations on the happy occasion with the hope that
your Exchange will long continue to serve the investors’

interest.

—

P
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Mr. Abdul Karim Noormohamed,
President,
Oriental Chamber of Commerce.

I have great pleasure in offering my hearty felicitations on
the occasion of Golden Jubilee Celebrations of the Calcutta
Stock Exchange.

Stock Exchange plays an important pa.rt in the economy of
the country. Calcutta Stock Exchange has, during the past
fifty years ofits existence, rendered varied and valuable service
to the Nation by helping the industries of the Eastern India and
elsewhere in raising the necessary finance.

I send my best wishes for the success and increasing useful-
ness of the Calcutta Stock Exchange.”

Sri K. L. Dhandhania,

President,
. Bharat Chamber of Commerce.

My good wishes for the Calcutta Stock Exchange on the
completion of fifty years of its useful existence through strug-
gles and achievements. I believe that in building up a property-
owning socialist society in India, with broader distribution of
wealth and income, a healthy Stock Exchange can be and
would be a potent Institution. I am sure that organisation
and working of the Stock Exchanges in India would be oriented
in future years in this direction to_attract larger number of
smaller investors. I hope Calcutta Stock Exchange would
emerge as the spearhead in such orientation. The expansion
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of the corporate sector in small and’ mediaum-sized business
should receive greater attention of our Stock Exchanges to
broaden and stabilise the base of the economy. The growing

institutionalisation of Nation’s savings and the deerhmental '
tendency to rely more on compulsory commumi:y savings

than on voluntary individual savings may increase the financial
difficulties of small and medium-sized compames ‘and in this
silent -revolution that is taking place in "the ﬁeld of savings
and investment, the Stock Exchange would do a " pational
service - by attractmg ‘larger number of individuals -to the
markét for investing in :small and- medmm-smed enterprises.
I confidently hope that the Calcutta Stock Exchange would
pioneer in this transformation of the Capital Market in India.

—



HISTORY -

OF THE
STOCK EXCHANGE

By THE EDpITOR

A Rusicunp Day

'To be quite suré there are not even half-a-dozen men living
today who can recall with pleasant reminiscence the
thrill and-excitement of that Monday morning in- the summer
of 1908 when the stockbrokers of Calcutta clubbed together
to form what came to be known as “The Calcutta Stock
Exchange Association’”. It was certainly 2 moment of thril-
ling experience in their lives. For, it was for the first time
that the éf:ockbrokers of Calcutta organized themselves into
a closely knit body to move indoors for protecting themselves
from the perils: and . indignity of trading in public. It was for
the first time that they came to function under a constitution
and set of rules framed by themselves. It was for the first
time that they began to evolve an ethical code for the guidance
of the brokers so that stockbroking could be raised to the
status of an organized profession in the Capital of India.

STOCKBROKING BEFORE 18f0

It is no legend, but recorded fact that stockbroking in
Calcutta dates back to the end of the 18th century when
transactions in the Securities of the East India Company used
to take place in the city. Business in corporaté securities had
also come to be done from the 30’s of the last century. In the
Englishman of 1836 we find quotations not only of the 4 per
cent, ¢ per cent and 6 per cent Loans of the Fast India

i
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‘Company, but also of the shares of the Baok of Bengal which
were quoted at a prii:e of Rs 5,000 premium_buyel‘s and
Rs 5,700 premium sellers. Three years later in 1839 quota-
tions were also to befound in the papers of the shares of the
Union Bank, the Agra Bank and certain other commercial
~undertakings like the Bengal Bonded Warehouse, the Dock-
ing Company, and the Steam Tug Company.

FROM 1850 TO 1900
The advent of the Co'mpani:es Act in 1850 and the subse-
quent introduction of the principle of ‘limited liability’
made investment in stocks and shares popular. By the boom
year of 1864 Calcutta had come to do business in the securi-
ties of more than 9o companies. For in the Daily Money Market

Report of January 2, 1864 issued by Roussac & Company we .

find quotations of no less than g1 joint stock companies,

the largest in number being the Teas comprising 38 com-

panies. Coals were represented by five companies including
the Bengal, Beerbhoom, East Indian and Equitable. There
were ‘also various miscellaneous companies including the
steam tug companies. Jutes were then conspicuous by absence,

for although the jute mills had already come into being on-

the banks of the Hooghly, transactions in jute shares did not
appear to have become popular until the 70’s when there was
a veritable boom in jute shares. The boom in jute shares of
the 70’s was followed by the boom in tea shares of the 80’s

and the go’s.

Although the number of shares traded in Calcutta went on |

multiplying during the last three decades of the jast century,
business in stocks and shares however continued to be done
in an unorganized way. There were no code of rules for the

guidance of the brokers. Neither was ’there any element of .

“cohesion among them. Indians were then the Preponderating
element in the market with a sprinkling of Europeans among

T
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them.. To be precise Indian brokers at the time numbered
some ﬁfty while the Europeans were as few as four or five.

THE Famous NeeMm TREE

The venue of activity of the brokers of the time was under
the shade of a Neem tree on the site where now stand the
buildings of the Chartered Bank of India. In nearby locality
were the offices of prominent stockbrokers of the time.
The Ieading scrip of the time was the 4 per cent Govern-
ment Papers (converted into 3} pér cent in rgor), while
_ the chief industrial counters were the Teas, Jutes and Coals.
Among miscellaneous shares India Generals were one of the
most favourite stocks, and transactions in them were then as
popular as that in Indian Irons today. Business was done on
cash basis, and unhappy incidents were few and far between.

Tae Coar Boom oF 1908
Between 1904 and 1908 there was a coal boom in Calcutta.
Prices of coal shares went up to dizzy heights. This will be
clear from the rates of some of theselected coal shares at
the peak of the coal boom in 1908 as compared with those |
for 1902:

Scrips tgo2 1908
' Rs Rs
Ad}‘ai .. .. 139. 291
Bengal Nagpur .. 22 103}
Borrea .. N § Y 290
Burrakur .. .. B¢ sdo
Gopalichuck L 6 214
Katras Jherriah .. 37% 112
New Beerbhoom .. . 167 - 61}*
Ondal .. .. 8o 33
Raneegunge .. 114 433
Reliance Coal .. 160 so¥
Seebpore .. .. 14 33

*Rs 100 paid up in 1902, and Rs 10 paid up in 1508
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In -196 g the Chartered Bank of India had started building.
This led the brokers to shift the venue of their activity to the

neighbourhood of the present Allahabad Bank. A contem- -

porary document (see Appendix) would show that some
Pro_n&inent brokers of the time had taken on rent the upper
central room of 9 New China Bazar Street (in the rear of
the present Allahabad Bank) as also the outhouses and the
compound, on a monthly rent of Rs 6o for the purpose‘o’f
using that as a “meeting place”’. This had happened some-
time betwéen 1905 and 1908. The coal boom had by that
time drawn new comers to the market. Lured by the constant
rise in the prxces of coal shares many who had prewously taken
no part in share dea.hngs rushed in and bought coal shares to
make their fortune on a rise. Others wiser in their generation

became brokers to secure some competence either way. But -

in many cases the new comers were totally ignorant of the
-usages and customs of share dealing, and seon 4n amorphous
body became a source of danger to-their more experienced
brethren and to the public. Need of some form of organi-

zation was badly felt for mutual protection and securlty of

the brokers

. FOUNDATION OF THE ASSOCIATION

Meanwhile the indignity of trading in public was brought

into prominence by a street incident in May rg08. It was at

this stage that, mainly through the enthusiastic 'endeavours of -

Babu Buldeodass Duduawala and Mr Overend of Place,
Siddons & Gough, an Association was founded- in 1908
under the name and style of ““The Calcutta Stoc:k ‘Exchange
Association’. _

Luck ev1dently favoured the Association in ﬁndmg out a

home for its members in close proximity ofits prevxous venue '
of activity. For just at that time Mr J. C. Galstaun erected -

a new building at No 2 New China Bazar Street (later known

-

e
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as Royal ‘Exchange Place after construction of the Royal
Exchange Building in 1913). Babu Buldeodass met the pro-
prietor of the building and took lease of the ground floor and
the mezzanine floor of the building for 20 years in his own
name on a monthly rent of Rs 1,080 plus half share of the
municipal rates and taxes. It was here that the Association
was formally opened on June 15, 1908. The ground floor of
the ‘building served as a trading hall, while the rooms on the
mezzanine floor were let out to the members for their
offices. , ' _

The founder members numbered some 170, and to meet
the cost of furniture and installation of electric lights and
fans and other preliminary expenses a donation to the tune
of Rs 3,525 was raised. :

From June-to August 1908 members were enrolled free,
but after that an’ admission fee of Rs 50 was charged from
every firm applying for enrolment as a member of the
Assocnat:on -

The first -committee of the Association. compnsed nine
members—five European and four Indian. The President and
Honorary Secretary were elected from the firm of Place,
Siddons & Gough, and Babu Buldeodass became the first
Honofa’i'y Treasurer and he remained in that position till his
death some 12 years later.

From contemporary newspapers we learn that shares oF no
less than. 236 companies used to be traded on the Exchange at

the time of its foundation. Among these 10 were raﬁways '

19 banks, 26 jute mills, 69 coal compames 31 miscellaneous
‘companies and 81 tea companies.

AssocCraTION’s INCIPIENT YEARS
The incipient years of the Calcutta Stock Exchange were
however packed with difficulties. The coal- boom which
added lustrous glow to Calcutta’s stock trading betweéen 1904

P
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and 1908, petered out in 1909. A severe trade depression.
followed. Many of the stockbrokers suffered huge losses and
left the Association. Others who defaulted were turned out.
In consequence of this the Association had a worried existence
at this time. Financial difficulties pinched it so hard that in

the early part of 1910 the Association even thought of winding -

up.
Presently we find the men at the helm of its affairs put their

‘hearts and souls to placing things on a satisfactory footing. It
is indeed gratifying to note that despite the bank failures of
‘1913 and the widespread ruination that then stalked this part
of the country in the wake of the cotton figures gambling of
the time, the Association made an easy and smooth progress.

Its prosperity grew apace. The number of members multi-

plied. And by cautious and prudent management, the finances
of the Association were put on a very sound and stable basis.

WARTIME Boom

Soon after came World War One. Though the market
was closed for a time in 1915, however it-was the
phenomenal rise in the prices of jute shares during the war
period which ultimately turned the fortune of the Calcutta
Stock Exchange and its members. The war demand for jute
goods so much galvanized the fortunes of the jute mills that
Howiah mill which failed to pay any dividend in 1914, paid

a dividend of 17} per cent in 1915, £§ per cent in 1916, 120

per cent in 1917 and 130 per cent in 1918. Kamarhatty’s
dividend too skyrocketed from a bare 8 per cent in 1914 to
250 per -cent in 1920. Kanknarrah too put up an equally
proud._reCOra. Against 20 per cent in 1914, it paid as.much
as 200 per cent in 1919. Hooghljr’s record was however un-
equalled. In 191 9 ‘the company paid 2 dividend of 400 per

cent—1o00 per cent in cash and 300 per cent in fully paidup

shares of the Century Mills Company Limited.
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It was not the jute mills alone which had a run of good
luck during the war period. Other industries, notably paper,
cotton textiles, sugar, steel and flour mills also shared the
same fortune, The stock market is ever reputed to be a faith-
ful recorder of the pulse throbs of the business world. It
reflected ‘the wartime prosperity of the industries on share
prices and staged one of the notable booms of modern times,
which lasted until 1920. The following table illustrates the

price trends during‘the period.

1914 1916 1917 1918 ig91g igio

‘Rs. Rs Rs Rs Rs Rs
Titaghur Papér "~ so 187 291 404 435 $30
Bengal Coal ., 830 1,111 1,056 95§ 950 900
Bowreah Cotton 91 180 275 385 706 1,640
Dunbar Cotton io 17 46 70 274 765
Kanknarrah Jute 1603 790 6o 905 - 9I¢ 857%
- Kamarhatty Jute 113 638 foo 868 1,110 1,200
Howrah Jute 90%  gpog¥  446% 62 56 674
Hooghly Jute 7 961 42 120 169 166
Bengal Paper 17 91 1ig 11g 105} 148
Champaran Sugar 6o 200 185 190 226 44
Hooghly Flour 10} 12} 29§ 343 40 47%

As security prices during the boom period zoomed up to
unprecedented levels, the stockbrokers of Calcutta reaped a
good harvest out of same. The Association too got a new

lease of life. Business on a gigantic scale invested it with a new

dignity and importance, and the members soon felt the need
of re'giétering the Association. Pressure was put on the Com-
mittee to accomplish it at an early date, and from the com-
mittee records of November 8, 1922 we learn that some 7 4.
members of the Association having grown restless on account

of the delay in 'accompl-ishing it exhorted the committee ‘“to

* Rs. 100 shares. These were split into ' Rs. 1o shares in 1918

2
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expedite the incorporation of the Association’’. On December-
15, 1922 an extraordinary general meeting of the members
was held to pass the proposed Memiorandum and Articles of
Association as drafted by its solicitors Orr Dignam & Co.
Legal preliminaries took time, for it was not until six months
later that the Association could add that. charming “word

“Jimited’’ after its name.

REGISTRATION OF THE ASSOCIATION

________ = et

Messrs Girindranauth Roy and Aaron R.D Gubbay represent-
ing the unincorporated. Association and Messrs C. A. Jones
and Mugneeram Bangur representing the proposed incor-
porated Association) was made by virtue of which each of
the then 210 members of the old Association got a vendor’s’
share in the new Association, issued and credited as fully
pa.ui up, in consideration of the purchase of the assets and
undertaking of the old Association.

It is to be noted here that although incapable of corporate
action, the old Association had served its purpose for 15
years. On the eve of its incorporation as 2 registered body

the Association had 2 membership of 210 firms with 442

individual members. The finances of the Association were
then in an extremely satisfactory Posit:ion.. Its balance sheet
was a clean one. It had a Reserve of Rs 5,88,117 with liabi-
lities of only Rs 2,319. On the assets side its investments-

‘were shown at Rs £,42,765, interests and outstandings at.

Rs 10,995, while cash in hand etc amounted to Rs 36,680.
Truly this was an enviable position, and it redounds to the
credit of the unincorporated Association that all this it could
achieve in.course of little over a decade. -

s
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RosiER DAYS FOR THE ASSOCIATION

After registration rosier days began for the Calcutta Stock
Exchange Association. The Association was at this time for-
tunate enough to have capable men at the helm of its affairs.
Under. the masterly guidance of Mr C. A. Jones who was its
President from 1922 to 1927, the Association gained from

" strength to strength. Membership increased from year to

year, the finances were put on a very sound position, and the
Workmg results revealed huge surpluses. This will be ewdent
from the foﬂowmg table

Year - Membership Nt Profit Reserve

Firms Individuals

No No Rs Rs
1923- 205 437 - 8,167 3,86,284
1924 " 200 427 . 52,882 4,38,166
1925 208 440 1,36,408  5,74,575
1926 208 . 443 . 1,08,958 6,80,533
1927 08 47 o oonane73% 0 6,55,533

It was durmg Mr C. A. Jones’, regnne that the Association
decided to construct a buﬂdmg of its own. How it came about
is described below. The inestimable service that Mr C. A,
Jones rendered to the Association did not remain unacknow-
ledged. For on April 2, 1928 the Committee of the Asso-~

- clation conferred on hlm a-unique honour—an honour not
- once again repeated in its history. They elected him as an -

Honorary Member of the Assoc1at10n

AssociaTioN Buirbs rrs ‘Howme
The enlargement of membershlp in the 20’s made the
Association feel the madequacy of tradmg accommodation

“in its rented house at 2, Royal Exchange Place. So the Asso-

ciation decided to have a buﬂdmg of its own. The members
of the Commlttee were on the look out for a suitable site.

*After transfer of Rs 25,000 from Reserve,
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From the Committee’s Proceedings we find that it was Mr

Sagarmull Nathany who took a very keen interest in the.

matter. Various sites were inspected but none proved useful.
However on September 2, 1926 the Committee received an
offer from Messrs Nirojendra Nath Deb,. Sarojendra Nath
Deb, Jatindra Nath Deb and Srimati Chandra Prova Debi,
owners of the premises No 7 Lyons Range to let it out on
a lease for 99 years. The offer was aécepted by the Committee
at its meeting held on October 28, 1926 and a lease was
signed on November 9, 1926. On behalf of the Association
Mr J. M. Dutt and Mr Sagarmull Nathany took possession
of the property on March 1, 1927..

The land having been secured the Commlttee presently-

turned its attention to constructing a building thereon.
Several eminent engineering firms of the city were consulted
in the matter, and the work was ultimately entrusted to the
reputed engineering firm of the city Mackintosh Burn Limited.
It took them 13 months to construct the imposing building
that now stands at the corner of Lyons Range and Royal
Exchange Place. It is a five-storied building including a
mezzanine floor. The entire ground floor is occupied by the
trading hall (the best in Asia), the mezzanine floor by the
Association’s own offices, and the upper floors by the offices
of the members. In constructing the buﬂdmg the Association
took special care to provide a visitors’ gallery as in London,
from which the members of the public can have a look down
at the crowded trading hall humming with activity. To
allow non-members communicate with their brokers for

facxhty "of business the Association also provxde& an open

space on the horthern side of the buﬂchng now known as
the ‘““Northern Enclosure’’. The Association moved into its

new premises on Monday June 11, 1928, and it was formally
opened by Sir Stanley Jackson, the Governor of Bengal on

]uly 3 928' ) *

P
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During the 20’s the Association was taking a serious
view of its responsibilities. To discipline its members it was

. imposing a better code of ethical standards on them. It was

reprimaﬁding its members for the unprofessional conduct of
publishing in newspapers, under their names, the quotations
of transactions daily done in the market. Wanting to be more

' strict on this matter the Association passed on November 29,

1928 a bye-law to the effect: ‘A" member of the Stock
Exchange is not allowed to advertise for business purposes
or to issue ciljculars or business communications to persons

- other than his own principals.”’

Stock EXCHANGE IN THE 20’s A
From this narration of the internal'affairs of the Association
let us for a moment turn to the conditions on the stock

~ éxchange. during the 20’s, After the end of World War One
| there was a  phenomenal outburst of industrial activity, Old

enterprises went on expanding, while new ones came into
being. But unfortunately ‘‘a great deal of accumulated capital
did run to waste in the flotation of quite impracticable and
unproductive enterprises between 1919 and the mid-1920’s”’.
This was particularly true of the numerous coal companies
that came into being during the coal boom of the early

1920’s. For it soon became clear that war-time prosperity

© was fast fading into the backgro_und.'ln the sphere of the jute

mill industry the- disappearance of the demand for sandbags
after the close of the war made the condition of the mi]l
industry. bad. They did not indeed fare well all through the
years 1920 to 1924. After the war, troubles also came for the
cotton mill industry. Japan was determined to make a bid

for the Indian market. Year after year the imports of Japanese

piécegoécis surged higher and higher. The impact of this as
also of labour troubles that at this time infested the industry
was $o heavy that in many cases the préﬁts of the mills almost
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came to vanishing point. Naturally the effect of all this was
faithfully mirrored on the stock exchange and there was
a rpid slumping of prices up to the mid-20’s, after which
however better times once again came for the stock exchange.

The momentum for a revival came from the jufe shares,
which were at that time the mainstay of the Calcutta market.
It has already been referred to that the jute mill industry had
a depression in the early 20’s. But the mills were determined
to improve their fortunes. So in 1925 they took to the policy
of réstricting production by reduction of the Wcrking hours
to 45 hours 2 week. Regulated production improved the
position of the mills all through the years 1924 to 1929.
As a result, jute shares once again rocketed in prices and the
sympathetic lustre of same was reflected on other sections

of the market. Simultaneously a boom was also in the making -

in Wall Street, and as the principal stock exchanges of the
world in those days used to move on the same axis, Indian

stock excﬁhanges foo basked in the sunshine of same. But the .

Wall Street boom burst in September 1929, and the Indian
stock exchanges were soon caught in the whi ripool of a world
depression that followed it. There was a severe landslide of
share prices, and in 1931 when Engiahd_went off the Gold
Standard prices came to the nadir, So much so that Indian
Irons which in 1927 were priced at Rs 22-14 came down in
1931 to touch the rockbottom of Rs 1-14. The table below
will show the price trends of some selected scrips in the
Calcutta market between 1921 and 1937.

1921 192¢ 1929 . 1931 1937

Indian Iron . g ¥ 144 17§ 1% 79%
Howrah Jute . 553 373 62% 46% 70
India jute .. 2%o0 200 320 110 452
Kamarhatty Jute .. 1033 525 771 - 311 6583
‘Kanknarrah Jute .. 661) 404} 643% 287 520

*Rs 100 paid up in 1921, and Rs 1o paid up since 1925.

~~
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1921 1925 1929 1931 1937

Bengal Coal .. 98¢ 480 g0y 249 396
Burrakur Coal- - - ., 558 0 a2 174 . 9% 20
Equitable Coal- = .., 50 9% 31% 183 4%
Dunbar Cotton .. 618 121 240 62%" <. a98
Bengal Paper .. 108 1o - 49 36 110"
B.I. Corporation .. 12% 4 4% £ 5t

.. .
B e
.

FIRST INDIAN PRrESIDENT
From the point of view of the Assomatlon s domestic
affairs 1930”s were singularly momentous. So long the Asso-

. ciation was under the .,tewards}up of European - Presidents.
‘But in 1931 it decided to elect an Indian President, and Mr

Kedarnath Khandelwal B.A., LL.B. was chosen as the first

" Indian President of the Assocmtlom Close upon the heels of

this an Indian Honorary Secretary was appointed in 1932 in

. the person of Mr Satya Ranjan Mitra of the firm of Mitra
. Baﬁe_rjee & Co. Mr Mit'ra_ djscharg.ed his duties in a very
capable manner up to 1935, whén the Association decided to

appoint a paid Secretary. The decision' to appoint a paid
Secretary was particularly hastened by the death of Mr R. K.
Claridge, who as Assistant Secretary of the Association had
ably carried on its Secretarial work for more than two de-
cades. The present incum‘bént Mr Dhirendranath Chakravirty,

- M.A., B.L. was appomted as the ﬁrst salaried Secretary of
the Assoczatlon in April 1935.

Issue oF A Year Book
Other Tnomentous thmgs also happened in the 3o0’s. In

193 3 the Association acquired- the site on which the Associa-

tion’s buﬂdmg stood (previously held on lease). An equally
momentous decision had also been taken by the Association
at an- Extraordlnary General Meeting held on July 24, 1936.
At that meeting the members of the Association decided to
issue an Official Year Bock on the lines of similar publica-
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.tions issued by the London and New York Stock Exchanges.

By this decision the Association conferred upon itself the

unique honour of being the only stock exchange to the east
of the Suez to issue an Official Year Book of its own. It was
one more evidence of the Association’s conscicusness of its
wider responsibilities to the investing public. For the object
of the Year Book was to present to the investing public un-

biassed information relating to all stocks and shares known

to the Stock Exchange. So far there had been no pubhcatlon
in existence which gave information relating to all the
companies or such information of importance to the investors
as Ihanaging agents’ remuneration, directors’ qualifications,

voting rights of shareholders, borrowing powers of com-.

panies and so forth. For many years since its inception the
Association’s Year Book remained the only official publica-
tion of its kind issued in this country. Madras was a tardy
second, for it issued its Year Book only in 1952. Other stock
exchanges in India are yet to emulate it.

ASSOCIATION’S LIFELINE

The Year Book Department of the Association came into

existence on October 1, 1936, and the first issue of the
Year Book came in the summer of 1937. Placed under the
guidance of a distinguished economist since its inception the
Association’s Year Book Department has served as a vast

storehouse of information relating to company affairs and
economic matters. Ungrudgingly it imparts information mot -

merely to the members of the Association but also. to the

investing pubhc outside. Not only all. this mformatlon is -
given free, but each year the Association incurs a heavy

postage expenditure on answermg quenes from out31ders

To important institutions and organizations of the country :

like the Federation of Indian Chambers of Commerce and
Industry, the Indian Association of Trade and Industry, the

P
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Employers Association, the chambers of commerce and the
universities, this department has served as a laboratory for -

the conduct of researches in connection with many of the

important publications of theirs. To the Reserve Bank . of -

India and the Government too, particularly to its depart-
ments of income tax, estate duty, and wealth tax, this depart-
ment has rendered invaluable and unstinted service in con-
nection with the valuation of shares for purposes of assessment.
In addition to the issue of a Year Book, the department also

~issues for members’ use a weekly bulletin containing informa-

tion relating to the book closing dates dividends, ex-dividend
g g J

~dates, and changes in the capital structure of companies. It

is also the function of this department to examine and report

- to the Committee the suitability or otherwise of a company
applying for enlistment and also to keep a vigilant watch over -
~_ violation of enlisting rules by enlisted companies. With the
tightening of these rules under the Companies Act and the
- Securities Contracts (Regulation) Act,” this aspect of the

departmen’t’s duty has become more onerous and 'responsible

-at present. Today this department indeed ranks as the lifeline
_ef the Association.

DEMOCRATISATION OF THE COMMITTEE

Another notable development in the internal affairs of

~'the Association during the 30’s was the complete democrati-

sation -of its governing body. We have seen that at the time

of its foundation in 1908 the Committee of the Association
- comprised nine members—five Europeans and four Indians.
In 1913 the strength of the Committee was increased to 11

—six Europeans and five Indians. In 1918 the composition of
the Committee was reshuffled, and the number of members
was "increased to 12, consisting of. four Europeans, four
Marwaris and four Bengalis. In 1921 two members elected
from the “‘other Hindu communities’’ were adeled to the
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Committee, thus raising the number to 14. It.was in 1939
that full democratic character was given to the Committee
by grant of two more seats to the ‘‘other Indian communi-
ties”’, thus raising the total strength to 16. The total strength
of the Committee remained at that figure until 1957 when
after the grantrof licence to the Stock Exchange two repre-
sentatives of the Central Government took their seats on the
Committee. Under one of the conditions of the Licence
the constitution of the Committee is to undergo further

' metamorphosis in the near future.

BooM OF 1937

So far as conditions on the Stock Exchange during the 30’s
are concerned, we have already seen that the decade heralded
the dawn of a severe depression. Indian Irons came down to
touch an all-time record of Rs 1-14 in 193r. This brought
great disappointment and disillusionment not only to the
stockbrokers but to the investing community as well. But
good omens were soon in the offing. A process of recovery
set in from 1933. It continued through the following years and
received great impetus after the devaluation of the currencies
of the gold bloc countries and their subsequent alignment
with Sterling and American dollar. World trade vastly im-
proved and was fast nearing the crest of 1929. Commodity
prices witnessed a phenomenal rally. Boom conditions pre-
vailed in the iron and steel industry all over the world, and
India having considerable stake'in the world’s pig iron trade
naturally shared in same. News from other industrial fronts
were also encouraging. The railways changed their policy
of purchasing « coal, and the tea industry tided over its decade-
old depression by an International Agreement for restriction
of crop. Sugar too prospered under the aegis of a pohcy of
protection. All this brought about extravagant activity and a
remarkable groundswell of prices on the stock exchange.
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The Vice-President is also a treasurer. The treasurers are chosen annually from ameng the members.

of the Committee at ies first meeting.

The Association’s Secretary and  Assistant Secretary
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Roval Exchange Place where the Association was housed befors 1923
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; After ‘reaching a record level of Rs 79-12 in April‘ 1937,

Irons experienced a headlong sweep. Many did not c¢are to
honour their transactions-and left their brokers in the lurch.

But it stands to thc credit of the members of the Calcutta

Stock Exchange that in course of two days Aonly all of them
with the exception of one or two, honourably met all their
liabilities amounting in value to several crores of rupees. By
the end of April Irons had come down to Rs 43-4. There-
after a period of emasculated lethargy followed during which
stock prices continuously sagged, and the brokers found
themselves without any preoccupations.

WARTIME Srump
It was in. this setting” that World War Two came on
September 3, 1939. Initially the war produced a boom on
the stock exchange, but this was almost an ephemeral episode,

for soon the jitters of the Excess Profits Tax and adverse

fortunes of the Allied Powers in the.war dep-resse& sentiment.
Prices continued to fall, and to check the movement the
Committee of the Stock Exchange imposed various restric-
tions on deliveries, and later from May 20, 1940 decided to
keep its doors closed. The market reopened on July 3, 1940,
but business in equities continued to be on a poor scale. In
1941 the E.P.T. was raised from go per cent to 66%, per
cent. This along with repeated reversal of fortunes of the
Allied Powers in the war, cornmunal riots in Western India,
closure of Bombay and Ahmedabad stock exchanges for a

* time; Japanese entry into the war on December 7, 1941;

generated an atmosphere of pessimism and nervousness that
lasted until 1943. Stock prices during the.period crumbled
down sé.steeply that early in 1942 the Committee of the
Stock éxchange found the need for fixation of minimum
prices. Meanwhile the Government of India too fixed the
minimum prices for Government Securities and the Local
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Bodies’ Loans. To curb speculative activity in shares the
Government-of India also issued on September 11, 1943 an: |

order under the Defence of India Rules by which on and
from September 24, 1943 budla (carry over) business was

prohibited and ready delivery contracts in stocks, shares and -

debentures etc were required to be performed by actual
delivery of or payment for the securities, within seven days
(or if the seventh day happened to be 2 holiday, the business
day next following) from the date of contract. Accordingly
the Committee of the Calcutta Stock Exchange (although
budla business was never .officially tolerated on the Stock

Exchange) by a resolution passed on October 18, 1943

directed all members of the Exchange to do business in strict
conformity with the said order. As this particulaﬂy affected
forward trading. which was the mainstay of the Bombay
Stock Exchange, this order had its mighty repercussions on
the Bombay market where forward trading came to be stopped
from October 15, 1943.

RECOVERY OF MARKET
But after 1943 the tables turned in the theatres of war.

By this time the bugbear of taxation had practically passed out

of the minds of the marketmen, for although the E.P.T. and
the Corporation Tax were increased the same did not how-

ever leave any durable impreéss on the market. People no

longer judged securities from income earning standpoint.
The idea that dominated both investors and speculators was
capital appreciation in the near future rather than dividend
prospects. The fact that in 1944 the investors cared more for

‘capital appreciation than any dividend prospects was more
‘than proved by the fashionable craze then exhibited even for

those shares which for ages had been considered the ‘‘trash’
of the market, and had consequently remained inactive and

untouched by‘ hands.

-~
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Apart from plethoric abundance of funds, o'thgr factors
particularly helpful were: in the first place, the reduction
of the E.P.T. from 100 per cent to 6o per cent in the U.K.
and Canada and the prospect of its wholesale abolition in the
. U.S.A. led Péople to think that the Government of India too
might be giving similar relief to the Indian industries as well.
Secondly, the lowering of the interest rate on long-term
loans in the U.K. led people to believe that cheaper monetary
policy would also be pursued here, and this caused the
market to adjust itself to lower yield pattern. The disclosure
by the Government of the war time secret that India had

to her credit Rs 400 crores in the Empire Dollar Pool and
the favourable position that India then held in world
economy alzso infused bullish hopes into the minds of the
investors, : .

The tempo of rise in the prices of shares was checked for
a moment by the Demonetisation Ordinance of January 1946.
But this phase was soon over, and on the eve of the budget in
1946. there was a fresh spate of buying. The abolition of the
E.P.T. and the reduction in the rate of the Super-tax galvani-
sed the market. Hectic activity followed, and though the

pohﬂcal uncertainties connected with the visit to this country
~ of ‘the *Cabinet Mission dimmed activity for a moment, yet
the conversion of the 3% per cent non-terminable loan, and
the’ expectation of a reduction in Bank Rate made the market

' mad durmg June and ]uly People went on buymg shares at

any price, and prices skyrocketed to wild levels. The boom
~ burst after the communal riots of the Direct Action Day of
‘ August 15, 1946. Price structure fell down like a house of

~cards. So muchso that on November 26, 1946 the Committee

- of the “Stock Exchange were compelled to fix minimum
prices for all categories of shares except banks, insutrance
Compames and railways, to stop further rot in prices. But this
was of no avail, as the smaller banks which failed at this time

|
|
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came to the market as sellers of securities to depress the
prices farther.. '

<

NeEmEesis CoMEs AGAIN

The market further succumbed to jitters in 1947. The
Reserve Bank’s fiat to the scheduled banks to suspend exten-
sion of credit against stocks and shares, the accursed Liagat
Ali Kban budget and the reimposition by it of the wartime
E.P.T. in the garb of peacetime B.P.T., the constant threats of
nationalization of industries, the scare of dividend limitation,
the recommendation for a profit sharing scheme, and last but
not the least the conflicting and confusing statements coming

- out of the lips of various official and unofficial spokesmen

effectively. crippled the market beyond the hope of any pos-

sible repair. So much so that the combined index number of

prices of all categories of shares fell from the August 1946
level of 452.2 to 256.0 in August 1947, and further down to
, g 4

© 216.0 in March 1948. Indeed a debacle had set in in the Stock

Market, and the story of the next few years-is the story of the
accentuation of this debacle under the impact of which both
the stock-broking community and the investing public in this
country came to be utterly ruined.

_ AN AcTivE PRESIDENT
Like the 30’s, the 40’s too saw some important develop-
ments in the - domestic affairs of the Association. In 1943
Mr B. N. Chaturvedi, B. A., LL. B., was elected as President.
For efficient administration of the Association Mr Chaturvedi
wanted to-devote his whole time attention to the affairs of the

Association. Accordin‘gly' the office of the President was in-

vested with certain executive functions. 'Urgent matters no
longer waited for their disposal by the Committee, but came
to be promptly disposed of by the President himself. This

implied grave responsibility and immense sacrifice on the

EaN
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part of the President—for having had now to devote his
wholetime attention to the affairs of the Association, he could

- no longer possibly mind his own brokmg business in the

market. It is an evidence of his love for and good will towards
the Association that though this has meant tremendous per-
sonal loss to him (it has to be noted in this context that the
office of the President is an honorary one in Calcutta),
Mr Chaturvedi has at the continued persuasion of his collea-

_gues accepted this office for fifteen years in succession and

has: thus benefited the Association with*his sagacious counsels
and unrem1ttmg labour towards maintenance of its status and
stability. He has - commanded universal respect, and the
members of the Association have always looked upon him as

their ffijiend, guide and Philo’sopher.

FIRST Vice- PRESiDENT

Once the PreSIdent was invested with executive functions
the need presently arose of havmg some one in ofﬁce next to

~ him .to perform these functions during his absence. So the

Association soon amended its Articles of Association to create
the office of a Vice-President. In 1946 Mr Chiranjilal
]hun)hunwala B.A., LL.B., became the first Vice-
President of the Assoc:latlon and he has remained in that
ofﬁce since then. He too has proved his mettle by successfully
steermg the. affairs of the Association durmg temporary
absence of the President, particularly in recent years when-

r. Chaturvedi had to leave the station on Government
work' and ‘also on foreign tours for study of stock exchanges

abroad.

In the same decade the Assoc1at10n conferred on the partners

" of the different firms in the roll of its membership the right

of be_commg an mdependent member by obtammg a share
from its unissued capital. Rartners of many firms have since

then become independen‘c members by exercise of this right.
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InTRODUCTION OF CLEARING SYSTEM

The 40’s also saw a profound change in the mode of doing

business on the Stock Exchange. Previously all business used

to be done on the Exchange on cash basis which implied that
any share bought in the market had to be taken delivery of
against payment of value in full on or after the second day
after the date of transaction. But from the autumn of 1944 the
Association introduced a system of periodic settlement of
transactions in certain specified shares thi"ough the Clearing

House. In its embryonic form the system was introduced on

October 9, 1944 when delivery orders in respect of transac-

tions in the shares of Indian Iron, Steel Corporation and -

Howrah Jute came to be cleared through the United Com-

mercial Bank which acted as the Association’s authorised agent
. . g

in the matter. Two months later (December 4, 1944) when

full-fledged clearing came to be introduced this task was.

entrusted to the Allahabad Bank. After Allahabad, United
Commercial Bank ran it for a time, but since 1949
the Allahabad Bank has continued to Tun the Association’s
Clearing House for the purpose. For a time after the
debacle of 1946 the clearing system was kept in abeyance,
but it was subsequently revived from April 12, 1949, and
since then the'clearing system has an unbroken cbntinuity;
Today transactions in the equity shares of some eight com-
panies are fortnightly settled through the Clearing House.

Framing orF ENLISTMENT RuLEs

It was in the 40’s too that the Association wanted to be

strict in regard to the enlistment of shares for official dealings -
on the Stock Exchange. _Previously the Association had no -

'enlisting rules, and any share which reported transactions in

the market for three consecutive days could be added to the =
Official List by the concurrent orders of any two members of -
the Quotations Sub-Committee. It was in 1943 that the

P
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Association for the first time framed a set of ¢laborate rules
governing the enlistment of shares. The application for the
enlistment of a new company had to be henceforth accom-
panied with necessary documents and disclosure. of certain

information having bearing on the public interest in the

company’s shares. At the same time every application became
scrutinisable by the Quotations and Enlistment Sub- Committee
at 2 meeting -and it was on the basis of the recommendations
of the ‘Sub-Committee that the Full Committee ultimately
granted- sanction for dealings. -

AN AGe oF RuiN anDp DisasTEr

Let us .now turn to a sarvey of conditions on the Stock
Exchange after the 40’s. We have already seen that in 1948 the
very bottom was taken from the stock market and in the
foll_o#viﬁ'g- year the prices further sagged to touch the nadir.
Indian Irons were at this time priced at Rs 18-9. The crisis
brought ruin and disaster not only to the stockbroking com-
munity but to the investing public as a whole. What parti-
cularly affected investment outlook of the time were the
Kashmir episode, recrudescence of communal riots, political
uncertainty, the crisis in the jute mill industry after the
partition of.the country, unabated spiralling of inflationary
forces; labour unrest all over the country, constant threats of

‘nationalisation and shrinkage of savings. In the words of the

Joint - Memqrandﬁm submitted in February 1949 by the
Presidents of the Calcutta, Bombay and Madras Stock Ex-
changes'_’to the Government of India, the ills that affected the
stock market were in truth the ills that affected the country
as 2 whole. But despite these joint representations the budget

of. the year proved to be far short of market expectations

and the worseniing of the Indo-Pakistani  relations gave a
further rade shock.to the. market. Though the Korean War
helped the market to some extent in 1 950 conditions however
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soon became unsettled, and in 1952 the. situation once again
took an adverse turn under the impact of such disquieting
factors as accumulation of stocks in the piecegoods market,
the introduction in Parliament of the Estate Duty Bill, the
crisis in the tea industry due to severe fall in the prices of tea,
the huge deficit in India’s foreign trade, the withdrawal of the
normal supply of funds from the market by the State Govern-
ment Loans and so forth. There was no important change in
market psychology until 1954 when the speculative firmness
of Indian Irons, recovery of the tea industry, the prospect of
accelerated execution of the First Five Year Plan and sym-

pathetic report of the Shroff Committee for the private sector '
prompted investors to lend their support to the market. The -

psychology of the investors indeed remained in such good
stead that the market could easily bypass the jitters of the
Avadi Resolution of the Congress and the report of the Taxa-
tion Inquiry Committee, in its pleasant journey towards

consummation of the boom of 1955. Crisis once again came

when on January 20, 1956 the Government of India issued an
ordinance relating to the nationalisation of life insurance
companies. It acted as a-great blow to knock down the prices,
for since the disappearance of the princely houses and the
zemindars, the life insurance companies were the principal

prop of the market. With this vital prop gone the backbone of |

the market was broken. Stricken by panicky jitters, everyone
turhed out to be a seller at the time. A crisis of grave moment
confronted the market, and to tide it over the Committee of
the Stock Exchange had no other alternative than to fix settle-
‘ment rates for clearing shares and suspend business in them
for a time. The Committee no doubt succeeded eminently in
rescuing the market from this crisis, but the slump which had
overtaken it showed no sign of abatement when normal
business in the clearing shares was again resumed early in
February 1956. The Krishnamachari budget and its “con-
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comitant features—the levy of a surcharge on railway freight,
the imposition of new taxes on dividends and bonus shares,
the enhancement of super-tax on personal incomes—darkened
the investment outlook still further. At the same time the
continued unprofitability of the jute mills, the uncertainty
about the future of the coal industry, the introduction of
State trading in cement and ores, scarcity of finance, and the
compulsory deposit scheme for companies introduced at the
end of November 1956 crushed all enthusiasm for the future
and made the market totter to its fall. Stock prices toppled
down to reach the very bottom (Indian Irons touched Rs. 16.60)
in May 1957 when the wealth tax, the expenditure. tax, and
a host of excises were introduced. In the moribund condition
that followed every genuine. investor got the creeps of his
life to enter the precincts of the Stock Exchange.

CONTROL. OF THE STOCK EXCHANGE

Internaﬂy' 19557 was a year of grave moment in the life of the
Association. It was.in this year that it first came under the
control of the Central Government. So long the stock ex-
changes enjgjre& freedom from governmental regulation—-
though the: Govérnment of Bombay had - exercised some
control over the activity of the Native Stock and Share

Brokers’ 'Aésoéiation through the Bémbay Securities Contracts

Control Act of 1925, and the Central Government had during
the period of the war had controlled certain types of business
in stocks and shares through the D.I.R. 94C. The urgency of

a comprehenswe legislatlon for the control of business in

stocks and shares on an all-India basis was ﬁrst felt by the

- Government of India When there was unbridled speculation in,

stocks and shares-during the boom of 1946. Dr P. J. Thomas,
the then Economic Adviser to the Government of India was
appomtecl to probe the matter and report on the same. His
“Yeport was submitted in 1948, and this was followed by the
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appointment in the same ‘year of an official committee to
examine inter alm the expediency or otherwise of pro-
hlbmng forward business for the $ettlement of business.
The Committee was also- asked to submit detailed
proposals for a legislation on the matter. While making
various recommendations, the committee expressed the
view that an essential prerequisite for the introduction
of reforms in stock exchange practice was the reform of
the Company Law in several major directions. Meanwhile in
January 1910 the Constitution of the Indian Republic came
into force, and in it regulation of the stock exchange was made
a central subject. In 1951 the Government of India appointed
an informal committee to prepare a draft bill for the regula-
tion of the stock’ exchange This Committee too found that

some major changes in Company Law must precede the enact-
, ] g pany P

ment of any legislation on the matter. The draft bill as pre-

“pared was examined by a representative committee (on which
- amongst others also sat the Presidents of the Stock Exchanges

at Calcutta, Bombay and Madras) appointed in June 1951,

under the. chairmanship of Mr A. D. Gorwala. The Com-
mittee submitted a revised bill on the subject. An official bill
largely adapted from’ the bill prepared- by the Gorwala
Committee was introduced in the Lok Sabha on December 24,
1954. The'Securities' Contracts (Regulation) Bill, as it was
called, was referred to a Joint Committee of. the Lok Sabha

- and Rajya Sabha respectlvely on November 28 and December

5 of 1955. The bill as amended by the Committee was passed
with certain amendments by Parliament. in July-August 1956.

.The Act was brought into operation on February 20, 1957,
- and under it the Calcutta Stock Exchange came to be licensed

ori and from October 10, 1957. Since then a new set of rules
and regulations has come into force, and two representatives

- of the Central Government have now taken their seats on the -

Comm;ttee
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COMPLETION OF §oTH YEAR .

In 1958 the Stock Exchange completed its fiftieth year. O
May 29, the Cormmittee of the Association decided to cele-
brate its Golden Jubilee in an appropriate manner. A religious

ceremony to sanctify the event was held for three da_y's'* in the

middle of June, and a mirthfal social function participated by
the members and their kins also marked the occasion. A
_formal ceremony was decided to_be held later on.

Tae BesT STOCK FXCHANGE IN Asia

We have now come to the end of our story. Perhaps to
many minds this story would appear to be the story of 2 crude
‘alternation of slumps and booms. But-behind the story of
these booms and slumps there also lies the story of the
Calcutta Stqé_k Exchangé’s eternal vigilance for establishing

an. efﬁc_ien‘é marketm-—an&,‘ by so doing, to serve the public -
interest.. Time and again the efficiency of the Calcutta market
has been tested. ‘Whereas in times of booms and slumps, ugly -

d_eveloprhen_-ts born of them on other-stock exchanges prompt-
ed the Government to intervene, inquire and impose legisla-
tive control, ‘Calcutta had been free from such develop-
ments. The fact that Calcutta is not the first among ‘the stock
exchanges in this country to be officielly controlled under the

Securities Contracts (Regulation} Act is also a pointer to that -
direction. Calcutta’s zeal for serving public interest is also

shown by the incessant efforts that it has made ddring the past
fifty years to help the development of industries in this country

by providing 2 free market for their securities. This will be

evident from the statistical table printe& on a later page. No
other stock exchange in Asia has pmvided a free market for

the securities of so many corporate enterprises engaged in the
production of mational income in so ‘diversified fields of .

activity. At the same time through its- Year Book and Infor-

mation department the Calcutta Stock Exchange has made an -

-

o
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ever-growing effort at helping the investing public in this ;
country to secure correct information for appreciation of the :
investment poss;tbzhtles of different securities. Today at this .

happy and auspicious hour of its life, when it goes to celebrate

its golden jubilee, the Calcutta Stock Exchange must feel

proud that it has truly performed the function that one would

expect of a modern stock exchange.

Today the Calcutta Stock Exchange is perhaps the biggest
Stock Exchange of the East. It has over 1,000 members
representing some 278 firms who employ a clerical staff of
several thousands, The total nominal value of the Securities
quoted on the Exchange amounts to over - Rs 2,100 crores
including Rs 1,800 crores of Government and. Public
Bodies’ Loans. It has in its Official List 969 securities of .
some 620 companies, 23 Central Government Loans, 39
State Government Loans, and g4 Municipal, Port Trust and
Improvement Trust Loans,
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A Statement Showing the Capital of Compahies

Quoted on the Calcutta Stock Exchange in 1957

—
- {oo00
omitted)

No of - Ordinary Preference  Debenture —
Companies Capiiaf Capital Capital -
Banks- .. s 14,89,77 3o,c->o
Railways .. 13 . 2,01,67 10,00 §3,75%
Coal Companies 67 9,69,2¢  1,£3,69  1,19,50
_Cotten Mills .. S22 16,2428  5,10,08 1,94,00
Jute Mills L 19,75,24  7,39,23 4,22,96
© Minings ' . 13- 1,72,31 47,50 15,00
- Cement, -Pottery, ‘Fire- N _
© clay ... 1o . i04,95 299,50 62,50
Chemical Industries ... 10 4,81,85 ~ 1,26,13 15,8%
~ Electric Companies L. 2% 3,60,51 28,78 3,52,16
-Engineering - & Metal _ . : _ 7
" Works 26 ».».‘.1.0’5.5’713 2,15,46 1,30,00.
Flour Mills - 4 28,60 90
. Insurance Companies .. 9 1,52,25
. Oil Companies 8 1;20,00 . - £2,00 14,00,00
Paper Mills 9 ' -8,98,86 3,81,65  1,08,26
*Jute Presses - 6 31,30 ; 10,5:0 ' ..
Real Property 9 2,29,83 47,91 86,00
* Saw Mills ~ 2 20,00 3,00 ..
Shipping Companies 8 14,10,43 28,00 4,14,13
Sugar Mills- 34 6,54,47 1,30,62 67,79
Tea Plantations .. 139 10,55,92 79,58 6,00
Miscellaneous Companies 103 75,91,30 - 14,27,71 4,95,6¢
Total .. £86  Rs. 210,66,90% 43,22,21 . 39,40,55 |
Steﬂing Companies .. _ 11 L 11,802,443 2,794,300 3,894,000
Rubber Companies .. 32§ 22,406,560 ' :

#The market value of the equity shares was Rs 305.48 crores in Jenuary 19 56,-

Rs 223.98 crores in May 1957, and Rs 242.57 crores in August 1958,
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_Tor A sectional view of the Association’s Telephone Exchaage Room .
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STGCK EXCI—EANGE
m NATIONAL. LIPE
By S. V. RAYAN

Eprror, Commerce

Viral TO DEMOCRATIC SOCIETY

S,TOCK_Exchanges cqristitute a vital organ of a free modem
Jsociety. This is not a mere platitude. A little reflection
“will show that, without a stock exchange, a modern demo-
cratic economy cannot exist. These are days of large-scale.
production, requiring immense capltal The days when family
partnerships or private limited companies owned by a few
friends could establish efficient and economic manufacturing
units relying solely on their funds, are fast disappearing, if not
already gone. The system of joint-stock companies, financed
_ through public investment, has proved to be the best method
for this purpose.- No enterprise can raise capital from the
public, unless there is a market place where those who have

o bought shares in it can convert their holdings into cash when-

ever they wish. Such a'market is -Pi-ovided by stock exchanges.
- The value of stock exchange thus depends on its ability to
provide a forum where investors can both buy and sell
securities when they wish at fair, competitive prices. If there
is no effective stock exchange, people’s savings—the sinews of
" economic activity—will be employed much less fully and
much more wastefully than at present. A stock exchange is
~ not a source_ of capital, but a channel which facilitates the
- free movement of capital. Without a stock exchange capital
“would soon become sluggish and the scope for financing of
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new ventures, however promising they may be, would be |

curtailed sharply.

GoOVERNMENT NEEDS IT

Stock Exchanges are in&ispensable to all democratic govern-

_ ments, too. Except in totalitarian States, no Government will-

be in a position to raise money from the public, if there is no.
active market where its securities can be bought and sold.-
Most people are not aware that, in the early days of London’
Stock Exchange—perhaps the most ancient one in the world’

—the greatest beneficiary of the market was the British

Government, for dealings in Government securities accounted .

for the major portion of the turnover. ‘Although the Bank of
England was started (in 1694) to provide the money needed -
by the British Kings, it was soon realised by them that dealers’
in stocks were important for promoting public interest in;
their borrowings and in the stocks of the Bank of Englan&. For -
long, therefore, the London Stock Exchange has enjoyed the”,
appreciation of British Kings and Parliament. Even today, it

has the privﬂege of being the first to know the change in the

‘Bank of England rate. At 11 a.m. every Thursday, the broker .
for the Bank goes to the trading ring and announces the Bank
rate. The socialists in this country will do well to remember
that at no time has the Labour Party in Britain belittled the
~ importance of Stock Exchange to the Society and that no
attempts were made by it when it was in power to interfere -

with its Working. That was as much a tribute to the orderli-

ness and integrity of the London Stock Exchange as to the. .

appreciation of the value of the Exchange by the British labour
Politicians and trade union leaders.

A BAROMETER OF SHARE VALUES

An efficient stock éxchange is necessary not only for raising

capital but also for measuring the value of securities on any .

.
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given day. Because there are stock exchanges today in which
the shares of almost all the important joirt-stock companies
ar< quoted, it is possible for investors to tell at any moment.
the current worth of their share holdings. If a person owns
shares as well as houses, he will immediately realise the value
of stock exchange. As there is no organised market in property,
he will find it difficult to assess the correct value of his invest-
ment in housing, whereas he can’ easily verify the value of his
investment in:shares. Similarly, he will find it easier to market

the shares than the houses.

Userur 10 ENTIRE COMMUNITY

It is generally thought that a stock exchange serves only
those who have money to invest and securities to sell. This is
an understatement. For a stock exchange benefits the whole
community in a variety of ways. By enabling producers to
raise capital, it indirectly gives employment to millions of
people and helps consumers to get the goods needed by them.
Again, all those who save and put their money either in banks
or in life insurance, instead of buying shares and securities,
are also helped by stock exchanges; because the institutions .
with Whiqh' they place their savings avail themselves of the
services of the exchanges to invest themoney collected by them.

Prime MinisTER’s GiBes BORN Or IGNORANCE

A true democratic socialist Government imposing a variety
of taxes on wealth, must be more interested in preserving
the stock exchanges in good, healthy form than a Govern-
ment of rightist persuasion. In India today, there are more
taxes on wealth than in any other democratic country. Thus,
there is an annual tax on total wealth, there is a tax on gifts,
there is estate duty and there is a tax on capital gains. If
these faxes are to be collected promptly, efficiently and
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without entering into unnecessary disputes with the asses_see__é-,;i:-",? :
there must be a market which indicates the value of shares”-. .
and securities and, if the value is to be as nearly perfe‘iﬁ;,:_iﬁ"a. f
the social and ethical sense as it is in the economic, the market
must be a perfect one. A well conducted stock exchange, °
where shares and securities can be bouglit and sold speedily "~
and simply, is, therefore, a prerequisite for the levying of -
the aforesaid taxes. I am afraid there is hardly any apprecia- R
tion of this point among the powers-that-be which have .~

imposed these taxes. The contemptuous manner in which

some of the top politicians refer to stock exchanges is an a

instance in point. The Prime Minister is more guilty of this
charge than any one else. The gibes he has had at the stock

exchange fraternity on several occasions in recent years are '

no doubt born of ignorance of the complexities of a modern
democratic economy. But they have done great harm to the
exchange by prejudicing public opinion against them,

SieNs OF A PERrECT MARKET

Experience has shown that ir,_zjvéstors place marketability -

high among the requirements for a desirable investment.
One of the factors that facilitate easy marketability of a scrip
is an active market. This is also a prerequisite for a stock
exchange to be perfect. But there can be no active market,
unless there is 2 large number of operators, who can buy and
sell scrips on their own account. This means that each Stock
Exchange must have a sufficient number of members who are
rich both in money and intelligence. Unfortunately, the
existing system of taxation and the social philosophy-of the
Government are not conducive to the fulfilment of this
condition. No amount . of intelligence will avail anything, if
a person is not allowed to keep sufficient wealth to perfcrin
the function of a jobber or a specialist in the share market.
In the years to come, this handicap will become more ap-

.,
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parent than it is now, unless, of course, the tax situation
undergoes a change in favour of individuals, a development

W_hi.f:h is highly unlikely.

RemMovAaL OF MISUNDERSTANDINGS

In this age of mass production, misunderstandings and
misapprehensions also are mass produced. If mass produc-
tion of goods hes enhanced the indispensability of stock
exchanges to the society, mass production of misunder-
standings has tended to hurt them in many ways. If the general
public is to appreciate the value of stock exchanges and not
to regard them as a speculators™ den, or as a casino for rich
'men, where money is made and lost quickly, or something
- mot very different from a race course, every effort must be
“made to remove the misunderstandings. Fortunately for the
Stock Exchanges in India, the science of public relations has
been studied and well developed in some of the Western:
countries. They can, if they have the will, apply this science
for educating public opinion about themselves and the valu-
able work they do for the society as a whole. The New York
Stock Exchange is a pioneer in this field and has an excellent
Public Relations Department. Even the ultra conservative
London Stock Exchange has realised the need for removing
the “‘mysteries’” of stock exchanges and has made some
notable advance during the last four-or five years. Indeed,
the younger members of that Stock Exchange do not seem to
be satisfied with what their Council has done and are pressing
hard for doing more on the lines of the New York Stock
Exchange. Not long ago, when Sir John Braithwaite, Chair-
man of the London Stock Exchange, visited the New York
Stock Exchange, he evinced great interest in the measures
adopted by it to make itself better known to the public,
There is a lot that the Indian Stock Exchanges, too,acan learn
from their confrere in New York for educating public opinion.



LS
¥

G A

36 THE STOCK EXCHANGE

There is a dearth of literature on stock exchanges in India. c
I am not aware of any good book, written in simple, non-
technical language, explaining the history of stock exchanges

in India, how they work, and their place in the nation. Even '
the London Stock Exchange felt the need for such a publica-

tion, though, unlike in India, there were no dearth of books -

on the subject in Britain. Eleven years ago, its Council took
steps for bringing out a special publication. The result is an
excellent book, entitled ‘“The Stock Exchange”, by Mr.
W. T. C. King, 2 prominent financial journalist and -the
Editor of the Banker. Priced moderately at 6s., this book is

meant for the general public and is readily available in the.

Gallery for visitors to the Exchange, where a brief descriptive
pamphlet is distributed free. There is an urgent need for 2

similar book in this country and the Stock Exp‘hangés will
do well to sponsor it by entrusting the job to a competent

person.-

INSTRUCTING THE PusLic

As in New York, London and Calcutta, other stock -
exchanges in India must have a visitors” gallery from where -

the public can watch the working of the market and under-
stand it with the help of a guide. The public should be en-

~ couraged to visit the gallery. Conducted tours should be

arranged for students and teachers. Suitable opportunities
should be created for intelligent discussion of stock exchange
affairs. Members of stock exchanges should conduct seminars
and study groups on stock exchanges in all the important
places with the help of cconomists and business men. A
special research section should be established which can
conduct studies on such subjects as trend of profits, owner-

ship of shares, and other factors relevant to investment and

investors and publish the findings. All modern channels of
communications, such as films, speakers, informative book-
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lets, exhibitions, nevs}spapers and magazines, should be used
for bringing about a better understanding of the stock
exchange. Since all this will involve money and it is highly

. desirable to avoid duplication of effort, it is desirable to have

federation of all the Stock Exchanges in India and entrust

e task toit. ,

No amount of publicity and public relations work will
succeed, unless the stock exchanges are soundly orga.nised,
follow good traditions, establish highest standards of inte-
grity and adopt service to investors as their motto. The

-stock exchanges in this country must, therefore, re-examine

their constitutions, compare them with- London and New

- York Stock Exchax_lges and see for themselves in what way

they can improve their affairs, so that there may be no room
for complaints and criticisms. Further, trading practices
must be modernised. The trading rings, in particular, should
be improved, by installing some of the equipments used by
the New York and London stock exchanges and making them
noise-proof from the outsider’s po_in‘c of view. It will be
pointless to have a visitors’ gallery, if the trading ring is
kept untidy and looks uncivilised.

NEED FOR TRAINED PERSONNEL

It will be desirable for the stock exchange members to

' _employ staff with sufficient knowledge of the theory of stock

exchange practices and other allied subjects. The stock
exchanges will do well to consider the advisability of per-
suading some of the Universities to introduce courses on
Stock Exchange subjects and to conduct examinations. They
can help the Universities by offering some financial assistance,
if need be, by volunteering the services of a few of its members
to serve as honorary lecturers and by instituting special prizes
for students of merit. It may be noted here that, in London,
two colleges—City of London College and City Day College
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—give courses of instruction in Stock Excha.nge‘subieq:tsl,
conduct examinations and award diplomas, and that both of
them are actively helped by the London Stock Exchange
which has a special education committee for this purpose.

Members of the Exchang_e are urged to encourage their

employees to take up these courses, in order to fit themselves
for “the steadily increasing complexity of modern stock
exchange business,

WHAT Stock Excuances Smourp Do

In India of today, the ranks of investors are broadening. .

The days of princes, zamindars, big landlords, and rich indus-
trialists are gome. Life insurance, an importént source of
investment in equity capital, which provides the bread and
butter line of business for stock exchanges, has been nationa-

lised. Banks do not take much interest in equities. Invest-

ment trusts and other savings institutions are only a handful
and do not count very much nowadays. The future for-stock
exchanges, therefore, lies in attracting middle-income inves-
tors to equities. Fortunately for them, the new land reforms

and the emergence of co-operative credit societies are

°

developments which will tend to divert progressively middle -

class savings from the ‘traditional forms of PErsonal money '

len_ding to industrial and Government securities. Now is

the time for the stock exchanges, therefore, to adopt appro-

priate schemes for attracting new investors. It will pay them
to examine what the stock exchanges in the U.S., the UK.

"and other countries are doing to interest savers in shares and -

securities and for broadening the base of business ownership.
Finally, the stock exchanges must assume the role of pro-
tector of the rights of investors, especially small investors, ‘in
joint-stock cozhpanies. They have to see that companies give
fullest information in their balance sheets, publish quarterly
progress statements and do not take anAunduly long time to
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~publish their annual statement of accounts and to pay divi-
dends. The companies, in turn, must fully co-operate with
the. stock exchanges in these matters, for by doing so they

are helping themselves and their fraternity. It is needless to
add that companies, the shares of which are popular and
active counters on a stock exchange, get a tremendous
amount of publicity and will find it easy to raise the addi-
tional capital required by them for their modernisation and
expansion programmes. By keeping the investing public
informed, from time to time, of the trend of their progress,
they can'minimise the scope for unhealthy speculation in their
shares which is injurious to gehuine investors.




STOCK EXCHANGE:
ITS ECONOMIC IMPORTANCE
By P. S. HARIHARAN -

Fivancial Eprror, The Times of India

WHAT 1§ THE STOCK EXCHANGE ?

FEW institutions in the private sector have provoked so
much controversy in the po_st—independence era ‘as the .
_stock exchange. Although stock exchanges the world’ over
-are ‘accepted as a necessary adjunct to private 'enterprise, '
and private enterprise, in' turm, has all along been assured
of a large and positive role in India’s economy, there have
been occasions when demands ranging from the total regi-
mentation of this institution to its wholesale abolition have
been made in Parliaﬁnent and elsewhere. Fortu_ﬁately, in .
Tecent years, the role of the stock exchange is being in-
creasingly recognised by the authorities. Though a substantial
measure of statutory ‘control has already been attempted, it
_is evident that stock exchanges will .continue to fulfil their
vital functions in the national economy so long as private
_enterprise exists. o '

What is the stock exchange ? Why does it exist ? ‘What
part does it play in the country’s economic life and how -
does it play it ? Although apparently simple, not many be-
yond the circle of the investing public appear either interested
in or capable of tackling these issues. The stock exchange is
the place where stocks and shares are bought and sold. The
introduction is simple and swift. ‘The sustained competition
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of i merable buyers and sellers determines the prices with
a n - wre of precision that cannot be obtained in other

. unorgamsed markets such as the property market where_

activities are of a spasmodic nature.

Userur 1o THE NATION

The stock exchange is intricately interwoven in the fabric
of the nation’s economic life and, as a-well-known author,
Mr. W. T. C. King, says: ‘‘without the stock exchange, the
savings of the community—the sinews of economic progress
. and productive efficiency—would be used much Iess com-

pletely, and much more wastefully, than they are now.’
The task of mobilising and distributing savings could be

attempted in the old dayé_by a much less specialised institu- .

tion than the stock exchange, but as business and industry
expanded and the economy assumed 2 more Complex nature,
the need for ‘‘permanent finance’’ arose. Investors wanted
liquidity—the facility to convert their investments into
cash at any given time. The answer was a market for
“investments and this was how the stock exchange came into
being.

‘Thus a free and active market in stocks and shares has
become a prerequisite for the mobilisation and distribution
of the nation’s savings on the scale needed to support modern
business. The stock exchange by a'prolcess of prolonged trial
and error, which is by no means complete, has been conti-
ntiously streamhnmg its structure to meet these wide and
ever-growing responsibilities to the public. In the normal
course, bouts of buying and selling pressure in a frée market
would cause needlessly violent and unwarranted fluctuations.
Professional dealers, however absorb a large part of the

"shock of these fluctuations thus ensuring that a seller does
not get an unduly low price or a buyer has to pay an unduly
‘high one. The activities of the stock exchange are governed

¥
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by a recogniscd code of conduct apart from st:atutory.‘

regulations,

PROTECTION OF INVESTORS

In its attempt to protect the interests of the investing
public, the stock exchange has been increasingly subjecting
not only its members to a high degree of discipline, but also
those outside who use its facilities—joint-stock companieé'
and other bodies in whose stocks and shares it deals. There
are stringent regulations to ensure that directors of joint-
stock écmpanies keep their shareholders fully informed of

the aﬁairé of the company. In fact, some of the conditions
that the stock exchange imposes upon companies before their
shares are listed are more rigorous and wholesome.- than
the statutory provisions such as those contained in the Com- -

panies Act. . _

Apart from providing a market that mobilises and distri-
butes the nation’s savings, the stock exchange ensures that
the flow of savings is utilised for the best purpose from the
community’s point of view. Although in these days of planning
and of controls over capital issues, much of the sifting process
in the initial stages is done by the Government itself, the
stock exchange sieve, through the medium of the investing
public as a whole, ensures 2 further screening of the good

projects from the indifferent or bad ones. It is thus that a.

good business will. be able to borrow -all that it wants and on

cheaper terms, while the less efficient or less desirable busi-

. ness may get only a part of its requirements or none at all.

In the ultimate analysis, the stock exchange with its free

~ dealings and fair rates provides the signposts which show the
way along which the community’s savings ought to move.

In effect, the stock exchange is the only perfect type of

organised market as the commodit}('dealt on it has negligible

carrying costs, is imperishable and is entirely standardised.
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It enables the holders of securities to convert them into cash
swiftly, and at a comparatively moderate cost. A second
important function of the stock exchange is that of evaluating
securities, thus acting as a barometer of the state of health
not only of individual companies but also of_the nation’s
economy as a whole. Very often members of the stock
- exchange ‘have a more direct hand in providing capital to
industry by underwriting shares-It is not only the private
sector that benefits from the existence of the stock exchange
but the Govermments, Central and States, local authorities
- and other quasi~ofﬁéial institutions also raise substantial
amounts with its aid. The service that the stock exchange
renders to the Government can be realised from the fact that
&uring the Second Plan period a total sum of Rs. 1,200| .
crores is to be accounted for by public borrowings.

Is SpecurarioNn Bap ?

_The stock exchange can, however, fulfil these functions
only if it is properly constituted and organised. Critics might
argue that it is impossible for any share market to function
properly because of the undesirable activities of speculators;
yet genuine speculation which is based on a reasoned forecast
of the real value of the investments performs a very vital
function. No stock exchange can operate purely on the basis
of investment buying and selling. Speculation is an integral

part_of any market mechanism at least until, as Mr. Harold

Wincott said, someone invents a. ‘‘riskless world.”” Pure
investors cannot provide the requisite volume or continuity
of business, which alone would enable a large number of
buyers and sellers to trade at all time in the exchanges and to
bring about an adjustment of the relative values of the secu-
rities in which they trade in conformity with their real worth.
Speculative activities should not, however, be allowed to
degenerate into gambling.
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But the stock exchange is not the only institution where
there has been a shortfall in standards from the jdeal state.

It is only by an overall improvement in public standards, more ‘

education and better information and improved codes of
conduct in the realm of private enterprise as a whole that

unhealthy speculation  can be minimised. Mere législation

Wulgtion any more than King Canute could

| stop the waves. In fact, a plethora of regulatidns such as those

U I T N P .
imposed by the recent Securities Contracts (Regulation) Act

can only lead to the virtual abrdgation of the internal auto-

nomy of stock exchanges—autonomy which is essential for
giving out their best. The real trouble is that the stock -
exchange has often figured as a whipping-boy for many of the

ills in the country’s economy for which it is not responsibler.

It is futile for the patient to break the thermometer merely

because it faithfully records his fever. On the other hand, he
should be thankful to this instrument and look for remedies

‘ elsew}Lére.

... How 10 REFORM IT ?

This is neither to minimise nor to rule out the case for

constant reforms in the working of stock exchanges and their

practices. The London Stock Exchange is a typical example

of an institution which is subjected to the least amount of
Governmental control and. yet offers the least attraction for
gamblers. This is because the stock exchange community

in this centre governs itself by an elaborate set of rules—

““and does so more speedily, stringently and yet rnoxjé flexibly
than any legal control could do.”’ '

At the same time, there are many directions in which the

stock exchange itself has to undertake reforms if it is to fulfil
its mational functions in line with the social objectives of the
country from which, as a public institution, it cannot dis-
sociate itself. Firstly, recognised stock exchanges all over
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f(:h”eFcoun‘try have to jealously guard the norms laid down by
their - own  constitution. Unfortunately, there has been a
certain tendency to compromise with defaulters which can-
not but lead to an overall lowering of standards and business
morality. Secondly, the cost of dealings in the share market
is rather on the higher side for a country which has to pro-
" mote capital formation in all directions. This has to be
brought down through a process of rationalisation and adép~ :
tion of modern methods of work. There is also a case for a
minimum standard of education émong members. I know of
- several stock brokers, intelligent and successful though they
are, who cannot read a balance sheet, take a reasonable view
of a chairman’s annual statement or a State Finance Minister’s
budget speech and advise a client on a scheme for. the- reorga-
nisation of the capital of a company. A broker may be success-
ful without academic qualifications, but surely a minimum
standard of trammg in economics, accountancy, company
law and political geography can make him more successful
and, at any rate, more useful to his clients,

WRITING oN THE WALL

From a longer-term point of view—and this is the central
theme of this article—it is essential that the stock exchange
has to read the writing on the wall and move with the times.
The socialistic objective is an accepted fact. It may be ulti-
mately somewhat different. Realities may forece the country
to slow down the process or swing a little to the right. There
are equal prospects of a further swerve to the left. At any
rate, it is clear that the days of “unbrldled capitalism and
big individual investors are over.

While the socialistic policies of the Government have
been largely responsible for the jolt that the stock markets
in the country have suffered in recent years, it camnot be
demed that stock exchange authontles themselves have been
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singularly lethargic in devising ways and means to meet the
challenge of the new social order. The traditional investing
classes such as the big zamindars and princes have alveady
disappeared from the picture. Even the tin-type image of the
“old gentleman of staggering wealth”’ who was credited
with owning the bulk of stocks and shares has turned a mere
sllusion. The industrialist who amassed a huge fortune and

turned to the stock exchange for investment or speculation

does even now turn to the share market; but with this differ-
ence that he now wants money instead of shares.

NEED FOR ATTRACTION OF INVESTORS

It is thus obvious that if stock exchanges want to retain

their usual status in -the new economic set-up, they would

have to launch on 2 bold .campaign to attract a new class of .

im_restofs represented by the city clerk, the industrial worker
and the rural farmer. In foreign countries, stock -exchanges

have already cast off their garb of mystery and conservatism,
In London, girls a.ppoin_ted by the stock exchange take visii:ors_

around and explain the true functions of the market. In
India it may not be necessary to resort to this expediency,
but it is a matter of utmost importance that the base of the
investment market should be widened by attracting 2 new

class of investors. : :

The odds confronting such a campaign will, no doubt, be -
numerous and the volume of savings which the lower middle -

classes can spare may not in any case be large. But judging by

the amount of funds that find their way to such unproductive |

investments as in gold and silver, it could be seen that the
problem does not necessarily-revolve around a physical lack
of resources. If the villager and the city worker could be
‘weaned away from the traditional habit of bullion invest-
ment or other forms of unproductive expenditure even in
a small way, the sum total may represent a major prop

P
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—vo- private enterprise in general and the share markets in
particular.

A nationwide campaign by leading stock exchanges—and
here there is no question of personal advertisement—should
help build up mass interest in stock investment. For every
single visit that a broker makes to. his industrialist friend, he
will have to visit one dozen employees of the city firm (espe-
cially on the pay day) and endeavour to obtain a small

peréentage of his salary for investment as part of a plan with

which 1 shall deal later. Similarly, splitting -of high-priced
stocks 6f which there have been several instances of late, a
suitable modification of the minimum unit of business -and
some form of preferential brokerage for the small investor
should all help to a modest extent in promot‘ing public
interest in the share market. Joint stock companies, on their
part, can give a part of bonus payments to their employees
in the form of shares of the respective companies. L.C.I. in
London, for instance, has had singular success in this direction.

How Tuey Do IT IN U.S.A.

The phenomenal response to the monthly investment plan
sponsored by the New York Stock Exchange has an obvious
moral for India. Basically, the scheme works like this. A
person can invest as little as $ 4o every three months in
any stock listed on the exchange. One might call this 2 method
of buying shares by the dollar; § 40 would buy' two shares of
a stock selling at § 20 each or half a share of a stock selling
at § 8o.

During the life of a Monthly Investment Plan, stock
prices will naturally fluctuate. If they rise, the Plan buys
fgwer shares. If they fall, it buys a larger number of shares.
The experience of Wall Street has been that M.L.P. investors
are inclined to buy stock for the long-term anyway and hence
they are not apt to be too concerned with the minor fluctua-
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tions on a day-to-day basis. Member firms all across the

country have opened new offices and recruited new people.

In addition, they have carried the investment story to the
public through advertising, education and a new investors’’

information programme.

Such an approach to build up public interest in the share
market and thus broaden the base of investment support is

particularly essential in view of certain tendencies following

the nationalisation of life insurance. A single institution such

as this controlhng over Rs, 300 crores of investment funds
can have a profound ; influence niot wielded by the former life

insurance comipanies as a whole. It 1s_conce1vable that over a

period of five to seven years these funds would amount to,
say, Rs. 700 crores and over a period of a decade or a little
more to as much as Rs. 1,000 crores. The influence that a
mammoth investor like this could wield on investment
patterns as a whole would be tremendousmand even harmful.
It is evident that this challenge can be met’ ind the distortion

corrected only by an ever-growing mass of 1nd1v1dua1 inves-
tors. It is time stock exchanges in the country paused and

pondered over then‘ outlook. :
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STOCK EXCHANGE

AND TAXATION POLICY
By GEORGE BARRELL -

Eprror, Capital

Two ExTrREMES orF Tax Poricy

A new tax is a blow to the investor and a god-send to the
speculator That is probably how most superficial observers
would describe the effect of taxa‘tvlon on the stock market.
Within certain strict limits they would, of course, be right.
But the true picture is considerably more complicated. Such
an approach gives the impressi_on' of resentment raga'inst the
facts of organised life. Taxes are indispensable to any modern
Government, and the greater its economic and social respon-
sibilities, the larger usually is the overall tax burden, It
follows, therefore, that all investors must expect to have to
take the fact of taxation into account when making their
decisions, just as a wise Government will realise its responsi-
bilities towards investors before shaping its tax policies.
Between the two extremes of no taxation at all, and a tax
system which stifles all risk-taking investment, there is a wide
field in which govemments and investors can operate without
either seriously harming the interests of the other.

No Errort TO Discover Mippre GROUND

It can be said right away that,. up to now, there has been
precious little effort on the part of the successive Indian
Governments to find this. middle ground. Partly through bad
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planning, partly for ideological reasons, but chiefly frgﬁ

~ ignorance of the important role which investors play in -
developing an economy, the present tax system in this
country has been built up with little consideration for the’
health of the share markets. There have even been’ times
when Ministers in search of cheap populanty have actually .

expressed satisfaction with this fact. That is a_pity, because
neither spite nor ignorance is reliable aid to economic
policy. The result is that India’s stock exchanges today are
forced to operate under 2 weight of taxation which is second
to no other in the world. It is not surprising, therefore, that
they are totally unable at present to play thé part they ought

to be playing in the development of the national econo’r’ny{
In the past three years tax has been piled on top of tax to the

" detriment of everybody except the speculators, into whose

pockets the Government has unwittingly contrived to put -

crores of rupees. It is the sincere wish of .everybody who is

even remotely aware of the important"part which stock

exchanges play in the economic life of developmg countries,
that this burden will soon be relieved. Until it is, the share

markets will remain in the unsatisfactory state they are in

today, and the country’s economy will be the loser.

ImpacT EFFECT OF TAXATION

Various taxes differ in the impact they have on the share

markets, It is usually safe to say that an increase in a particular

tax, or the introduction of 2 new one, will bring prices down,
at least for the time being. Similarly, the removal of a tax
will generally have the opposite effect, although individual

exceptions, as when one industry . suffers from the hghtenmg -

of the tax burden on its competitors, must be recogn;sed

There are, in fact, three distinct effects to be noted when a.
new tax is imposed or an old one increased. The first might

‘be called the “‘impact effect’’. This is largely psychological.
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Operators learn of the new imposition, and before any
balaéaced judgment can be formed about its long-term effects,
speculators have rushed in, investors have taken fright, and
the prices of shares affected have fallen sharply. This pheno-
menon can perhaps best be observed on Budget nights when
a procession of tax adjustments causes violent fluctuations in
quotations.. The “‘impact effect’’ is not an important one
from the market’s point of view. It only becomes so if tax
impositions are numerous and frequent—as of course they

have-been in India during the past two years. Then, it tends

to become accepted as the normal condition of the market
and genuine investors are frightened away.

- The second effect is feally a reaction to the first. When
the price of.a particular share affected by a tax increase has
plunged down far enough, it strikes speculators that the time

has arrived to cover their original bear sales, and investors-

that a bargain is now available. The result is that the price of
the share rises sharply, sometimes almost to the level at which

it was Standing before the new tax was announced. This can’

be called the ‘“‘short term’’ effect. It usually follows swiftly
on the “‘impact effect’’ and like it, is not of great importance
to the long-term health of the market. .

Tur Lone-Term EreecT

The third effect is the final one. When the speculative
covering has finished, and every bargain-hunting investor has

been satisfied, the price of the share gradually falls back to

the level at which its yield and future prospects, not of the
new tax, dovetail in with the general pattern of the market.
From then on it will move according to the normal influences
,affecting industrial shares. This can be called the ° ‘long-term”’
effect, It is the end result of the oscillations caused by the
original . disturbance, There is nothing novel about this
process; it can be found in any market subject to unexpected
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extraneous influences. It can even take place when a company -

announces- trading results radically different from what the
market was expecting. It is not, however, the result of the'
normal economic forces acting on the share markets '

The important feature of the ‘‘long term’’ effect is that it

ought to produce 2 share price which is exactly the old one,
plus or minus the discounted value of the tax adjustment: If
- it does not, then other factors, such as hesitation on the part
of investors, or the prospects of further gain for sp_eculators_,

are probably at work. If so, then the health of the market is
likely to be impaired. In both cases, it will be noted that itis
- the investor who is the loser by an increase in taxation. The
speculator' stands to benefit every time there is a sharp fluc-"

tuation in the price. He gains chiefly from the investor, but
sometimes from his own not-so-skilful fellow speculators.
An individual speculator may actually lose, although this does
not alter the fact that sharp price ﬂuctuatlons yield a net gain
to speculators as a whole.

DAMAGE TO INVESTORS SHOULD BE AVOIDED

It follows from this analysis that a Government. should
regulate its actions so as to damage the interests of genuine
investors as little as possible. Granted that the tax changes are
necessary in the first place, it is essential that ‘they be kept 2
complete secret until anmounced ; that Finance Ministers re-
frain from threatemng tax increases generally, unless it is
obvious these are going to be needed; that frequent Budgets
are avoided ; and that the general size of the tax burden is not
s0 great as permanently to damage the confidence of investors.

‘In India, the tendency during the past three years or so has
been to ignore these rules, and the result can now be seen in
share prices which are low compared with their yield basis,
a general absence of investor support, and in the extreme
difficulty which all but the most prosperous and oldest-

.
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established companies experience when trying to raise equity
capital. _ . :

. The _only way. of avoiding this difficulty is for the Govern-
ment to cultivate a regard for the interests of investors. This
should not be difficult when it is realised how important is
the part they play in economic development. For the Indian
Government, it is necessary only to review the difficulties
which various essential, though not spectacular, industries
such as coal, tea or cotton textiles, have when trying to raise
fresh capital, to understand how indispensable investors are.
It has dnly to follow the growth in the economically-wasteful
‘habit of auto-ﬁnancihg to appreciate how industries can be
twisted into inefficient and inflexible shapes because investors
have no interest in their fortunes. It is no remedy to strike
against the speculator in the hope the investor will be con-
soled for his losses. For one thing the dividing line between
the two is almost impossible to draw. For another, speculators
will thrive in any market, however closely regulated, pro-
viding its price fluctuations.are large ‘enough. This is one
point which may by now have been grasped in New Delhi,
as the growth of futures markets in this country shows.

Frrects OF DIFFERENT TAXES

The manner in which taxes affect share prices depends
chiefly on the taxes. So does the extent of the impact. An |
increase in the general level of personal income-tax will
react in two ways. It will leave individuals with less money
to spend on everything, including shares, and it will make
current yields less attractive by comparison with the risk
involved. The result will be a fall in share prices in face of the
drop in demand, and a need to increase the yielﬂs. An in-
crease in corporate taxes, by reducing the resources available
to institutional investors, can have exactly the same effect.
Other direct taxes, such as surtax, expenditure tax, capital
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gains tax and wealth tax, all act roughly in the same Way, '

the intensity depen&ing on how much each investing group

loses or gains, because, of course; all these analyses can be

applied in reverse. ,

Increastd indirect taxes also operate by reducing the amoﬁ;zt
of money an individual or institution has to spare for the
purchase of shares. On the industry which makes the parti-

cular product taxed, the immediate effect will be to reduce’
. future profits and the ability to pay dividends, The prices of

its shares will go down. The shares of competing industries

may, of course, go up, but the general effect will be to depress
~prices. Excise duties and local sales taxes are the kind of -
things which act in this way. L

It is possible then to divide taxes into three rough groups,
p'rovided it is understood that there is a great deal of over-
lapping. These are: first, those taxes which act on individuals
or institutions so as to leave them with less money to spend

on shares or the products of industry; second, those which
act on. companies and reduce their attractiveness as p'ro_ﬁtj )

earners whether now or in the future; and third, those which

increase the price of things and damage the sales and earming
potential of various companies. In the first category would

be included such impositions as income-tax and surtax, cor-

porate taxes, excess dividend: taxes, expenditure and wealth
taxes, estate duties, sales taxes and excise duties. In the -

second would be corporate taxes, excess dividend taxes and
wealth tax, where it is applicable to companies. The third

category would include excise duties, sales taxes and, of

course, export duties. There is 2 possible fourth category for
taxes whose chief effect is to detract from the value of the

shares themselves; capital gains and bonus-share taxes would -

be grouped in this .-
' ApvVICE TO GENUWNE INVESTORS
The main thing to notice about these various categories is
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that none of them is really exclusive, A tax can be included

“in more than one group, in fact most of them are. The con-

clusxon is that the effect of taxation on the stock market is
infinitely complexed, and this is in fact true. To all the points
made so far, it is possible to find exceptions. For instance, it
need not be true that a Budget which includes a wide range of
new taxes will depress the general level of the share market

in the long run. If it raises resources from low-productivity,

unprogressive industries. in order to spend them on, say, a
development programme which will stimulate high-producti-
vity -construction industries and improve the tone of the
economy generally, it might well increase the general level
of prices. It is clear, therefore, that although generalisations
are possible, an infinite number of exceptions must be ad-
mitted, It is up to every investor to make his own decisions
from the mass of information at his disposal, much of which is
probably conflicting. It is this feature of the investment process
which makes it so difficult to distinguish between a genuine
investor and a speculator. The opinion which seems to be
held in Government circles that it is only speculators who
bother about capital fluctuations and therefore suffer when new
taxes are imposed, is hopelessly wrong. If an investor does
not consider the future prospects of his share holding, he is
riot being fair to himself.- If he refuses to sell when the market
slumps, he may find himself holding a piece of paper which,
should he need sell it before recovery takes place, will
bring him only a fraction of what he gave for it; the
idea that all investors can hang on to their holdings indefi-
nitely is a fallacy peculiar to the least initiated type of
civil servant. Perhaps the only features which distinguish a
speculator from a normal cautious investor are the speed
with which he operates and the habit of buying -or selling
forward, All other decisions are likely to. be common to

them both.
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CaprTAL LEVIES REDUCE INVESTIBLE FUNDS

A review of the effect of taxation on stock markets in India
requires at Jeast a mention of the peculiar impact of capital
gains tax and those two novelties, the wealth and expenditure
taxes. These impositions have been put forward as necessary
for a “comprehensive” tax system, whatever that question-
‘begging term nay mean. No matter what the social con-
venience, the economic effect is to make share buying, for
the vast majority of the class which usually looks to this kind
of investment, almost completely unremunerative. The tax
on caPital gains automatically cuts down the attractiveness of
growth possibilities. The levy on wealth leaves less ‘money for
share buying and puts a premium on holding money in less
accountable forms. The expenditure tax reduces the income
available for buying anything, including shares. The combined
result is that if an investor decides to buy shares with that
portion of his income which he has left after paying his income-
tax, surtax, wealth tax, expenditure tax and the excise duties
on the goods he needs to maintain his standard of living, he
will be taxed on his income from the yield if any, he wil
have to forfeit a Proportibn of any capital’ appreciation, and
the value of the shares will be adde& to his wealth each ‘year
so that he will have to pay tax on that. If he gives up in disgust,
realises the shares and spends the money, he will then be
lLiable to a tax on his expenditure. There is little point in
calculating what rate of return on a share would be necessary _—
before a person in this position is tempted to buy, because
such-people are disappearing from the market as fast as they
can. Only a rapidly developing economy, or one suffering
from galloping inflation, could support booming stock
markets with taxes such as these. That is why so many high-
yielding attractive shares are available on Indian stock markets
for purchase by such institutions as the Life Insurance "Cor-

poration.
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STOCK EXCHANGE
AND INTEREST RATES
By C. S. RANGASWAMI JR .

Epitor, Indian Finance

InTEREST RATES OBSCURE IMPACT OF -TAXES

EF the stock excha;nge can be said to be a b‘arofneter that

registers changes in the investment ‘weather of a country,

it 18 lmportant to rea.hse that. thxs gauge is as sensitive as

quicksilver in its response to the manifold influences that
have a bearing upon the prospect before the joint stock com-
panies. Though the influences are. known to be many, it has
happened of late that the stormy weather which has for some
time afflicted the stock’ exchange has usually been ascnbed to
one main reason, fiscal policy. There can, of course, be no

_questioning the fact that, especially since the commencement
of the Second Plan, the tax measures instituted by Govern-

ment have, at-the time of their announcement, had a consider-
able impact upon stock exchange quotations. Indeed, the
overwhelming nature of the new taxes levied has tended to
obscure all other considerations as far as the stock market is
concerned. For example, that which should have been signi-
ficant in a developing economy, growth prospects, has
apparently been lost sight of. Again, and this.is what I should
lilrfe to take up for discussion in this little piece, there is
hardly any awareness of the fact that stock exchange yields

- necessarily form, or at léast should form, part of the structure

of interest rates as such in the money market. To the extent

- that there is or.should be logic and orderliness in the whole

6
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gamut of interest rates, it is inevitable that, apart from any
other influences, changes in the primary interest rates: should
‘cause a sympathetic action or reaction in the stock exchange

yields, -

Rise IN SHARE Pricps—A -CORRECTIVE- PROCEss
For the purpose of this study, I shall confine myself to the

period since the Beginning of the Second Plan. The average -

yield available on debentures in February 1956, that is, on

the eve of the Second Plan, was 3.82 per cent. From that level

the average yield on debentures went up to a peak of 4.3¢
per cent in September 1957. It is Tnoteworthy that the rise
was gradual. In the ’foﬁr ““Budget’’ months of March 1956,
December 14 §6, May 1957 and March 1 958, no significant
rise in the yield was discernible. .
Similarly, the average yield on preference shares was placed
at £.36 per.cent in February rgzs, rising stéadﬂy théreafter
to a peak of 6.18 per cent in May 1957. The yield on variable -

dividend industrial securities rose from r.26 per cent in

Februafjr 1956 to 7.26 per cent in January 1958. The yield
on the 3 per cent 1970-7 5 loan rose from 4.04 per cent in
February 1956 to a high of 4.49 per cent in January 19s8.
Since the months last mentioned, the respective yields, as the
table published below shows, have come down.

- 1948

1906
Yield on February Peak July
Debentures 3.82 435 425, |
Preference Shares 536 . 6.18 : 5.98'
Variable Dividend Industrial Securities .26 | 5.26 6.52
3% 1970-75 Loan Lt ee 404 449 . 4.32
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Undoubtedly, it is an improvement in prices which,
during the past few months, has contributed to the decline in
ields. But there is, I suggest, another explanation. That is,
the yields had to go down because of a decline in the other
money market rates. In other words, the rise in prices as has
occurred was in the nature of a corrective or adjustment in

relation to other interest rates.

Link BeErweeN INTEREST RATES AND SHARE YIELDS
Thus, the gradualness in the rise in the yield pattern was

3 cleaﬂy' not due solely to a reaction in stock exchange prices
consequent to fiscal measures. For, if the fiscal measures were

wholly or mainly responsible, the magnitude of the rise in
yields ‘would have been considerable in the so-called Budget
months; and, secondly, the gradualness of the rise would -
indicate that the trend was in response to some other factor,
to, as I shall try to show, the movement of interest rates in
the money market sphere. '

As far as the primary interest rate is concerned, only one
change has occurred, with the raising of Bank Rate in May 1957
to a level of 4 per cent. However, we must remember that a

de facto increase in Bank Rate had already taken place in

February of that year, when the Reserve Bank’s lending rate
against‘ Government securities was put up to 4 per cent and
when the effective rate at which Scheduled Banks could

secure accommodation against usance bills was slightly over

4 per cent. It may be recalled that, during 1956, and up to
about the middle of 1957, the money market witnessed string- -
ent conditions. The inter-bank call money rate was placed at
3 per cent in Bombay in Pebruary 1956. In June 1957, the
relevant rate in Bombay ranged between 3.7-16 per cent and

" . .4.3-4 per cent, Similarly, call money from the public, figures

for which are available only as from December 1946, rose from
- between 3 per cent and 4.1-16 per cent to a range between
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3.3-4 per cent:and .4:7-16. per cent.in. May 1 957. Three
xaonths’ Fixed Deposits:in Calcutta commanded 2 per cent in -
February 1956 and ranged between 3. per-cent and 4.1-4 per
cent in May 1957. Finally, in Madras, six months’. Deposit | ~
' rates rose from-a level of 2 per cent in February 1556 to a :
range of'2} per.centto ¢ per.cent in February 1957. |

I trust it is clear that the primary interest rates, that is, in .
the banking sphere, were inexorably pushed up by the | ~
stringency in the money. market which persxsted antil the
middle of 1957. In little over a year since that time, and
Partlcularly during the last few months, the trend in"these
primary interest Tates has been downward. 1 suggest that it is
no .coincidence that the rise in interest rates and the rise in
the stock exchange ylelds should have occurred at the sarrie
time, and also that, from about the same period, both- interest
rates and yields have shown distinct signs of decline. Indeed, _
we must now see whether there is a distinct link between i
interest rates and share yields. The followmg table presents '
the structure of interest rates as obtamlng in Pebruary 19 56,

May 1957 and - ]uly 1958. -
Feb. i.g 56 Mayrx' 957 July 1og8 - -
Per Cent” Per Cent PerCent | —
Bank Rate R - 33 4 4 . A~
Call Money from Banks (Bombay) A . 3.9-16 2Lt 4 '
. o [
: ' . o 4.7-16 : R I
Call Money from Public (Calcuttay .. N.A,  2to4}  3to4d E
‘Three Months’ Fixed Deposits- ' : : o 7 4
(Calcutta) | . 2 3t0 4% - 1%:0’ 4% ] .
Slx Months’ Fixed Depos:ts (Madras) 23 2 to 4 23to sl
Yields on 3 per cent 1970-75 .. 404 4287 4.32
Yields on Debentures ... ; 3.‘82. o413 4.2¢
Yields on Variable Dividend Industrial o
_ Securities .. .. £.2% 6,81 6.62

- Yields on Preference Shares ... £.36 5.80 5.98 i .
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FiscAL MEASURES RESPONSIBLE: FOR, DEPRESSION: ©

The preceding: table &oes not .indicate clearly: enough the
arallel course between: interest: rates and :stock ‘exchange
yields. This is, firstly, becausé there is an element of time’ Tag
between changes in the, fortner sphere and sympathetic adjust—
ments in_the latter,.and,. secondly, - because fiscal measures
have indeed ‘been responsible for a depression- in stock ex~
change prices; 50 that- the yield pattern on them: has tended to
be -high. "The initér-relationship . between yields is forcfoly
brought. out by what. happeris when- Government announce a-

" pew loan. It:is always | the experiencethat where a new loan’

is issued at a higher interest -asCompared to. the’ ylelds on
Governinent securities then available, then, the prices of the
existing :giltedged issues. automatically. deprecmte by “the
amount necessary to bring the ylelds thereon into conformity
with the yield available .on the new loan, Similarly,- where a
new loan offers alower yield, the existing issues appreciate in
value so that the yields thereon decline to conform with' the
yield on the new loan. What is true of. giltedged may be said
to be true generally of the wholé structure of interest rate.

Thus, when the money market shows signs -of stringency, the

hardening money rates tend to cause a rise in stock exchange
yields as well. Conversely, when the money market is easy,’
the consequent decline in interest rates would serve to bring

~ about a reduction in the stock exchange yields as well.

Furure or Stock Prices

Apart from any other considerations, therefore, the stock

- markets in the future, with ‘the gradual enlargement of all

sectors of the Indian economy, are likely greatly to be in-
fluenced by the general structure of interest rates; and,

- -inescapably, that would mean that yield patterns in share

quotations will have a discernible relationship with money

“market rates.
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At the same time, we must not forget that the basis for share
- yields is the dividend that a company is enabled to declare.

In that sense, I suggest that we have to take note of the fact -

that, to the extent that fiscal policy reduces the balance avail-
able for distribution, share quotations, by virtue of the yield
on a lower rate of dividend, might tend to go down. In other
words, fiscal policy, through the amount available for dividend,
exerts a subtle influence on the yield pattern. A correction in
share prices, owing to the lower rates of dividend, is inescap-
able. But the overall consideration of share ylelds forrnlng
part of the general structure of interest rates must continue to
be basic, Thus, within the framework of this orderly structure

of interest rates, share yle}ds will move, but in re}atxon also

to changes in the dividend posszbly arising from the impact of
fiscal measures.

- By way of postscript I would l;ke to add that thereis rea\son :
to believe that planned disbursements are 'i)emg reﬂected ina .

very considerable accretion to the Deposit resources of
Scheduled Banks. This, in turn, would suggest that the funds
available for investment in giltedged also tend to be. of
considerable proportions. In such a situation, with the money
market easy and the giltedged market firm, the impact on
stock exchange prices cannot be other than pronounced.
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STOCK EXCHANGE
AND INDUSTRIAL FINANCE
By Atur. 'Sup.

FinanciaL Eprror, Hindusthan Standard

LACK OF PROPER APPRECIATION

HE role that the Stock Exchange plays in providing finance
for industries is not so well understood in this country as
it should have been. And even if some people have any under-

standing of the part played by it in provi&ing long-term .

finance for industries, very few indeed have any proper
appreciation of its role in helping them to get their short-term
finance as well. It is the purpose of this paper to give people
an understanding of the role that the Stock Exchange plays in
“providing both long and short term finance for industries.

NATURE OF INDUSTRIAL FINANCE

Now to begin with one must understand the nature of

industrial finance. It has to be stated that industries require
two distinct types of finance: (1) long-term finance and short- -

term finance. Each type of finance is required for certain
specific purposes. The former is requ'ired'for the acquisition
of the fixed assets of business like land, buildings, plant,
machinery, fixtures, furniture etc. Short-term finance, on
- the other hand, is required for the purchase of raw materials
and stores, carrying over of inventory stocks, grant of credit
'to customers, meking of advances to suppliers, payment of
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wages, salaries and taxes, and ﬁnancinglof other day—to-&ayl

needs. Money used for the acquisition of the fixed assets of a
business remains locked up for a long time—indeed for ever
unless the concern is wound up or a portlon of unnecessary
capital (either subscribed or.borrowed) is refunded. Money
requu‘ed for the other kinds of purposes named above ‘is

required for a’short periad of time. This constitutes more or

less the mrculatmg capltal of business. Inasmuch as the circulat-
.ing assets of a business are always in a state of ,cychc liquida-

tion or conversion, it becomés possible for a concern to meet

much of its operating. expenses out. of 1ts revenues. But there
are at the same time some mtermedlate fact situations in the
| cycie (representing four distinct phases e.g., buying, producﬁ

ing, selling on credit, and collectmg) in which raw materials-
‘have . not been used or are in- the process of manufacture,.or

finished goods have not been sold, or receivables have not
been collécted—and these ‘require to be financed. The
finance requlred for thxs purpose’ represents the " Workmg
c_:apltal of a business. The needs for working capital (either
regular, seasonal or special) of a-business are met partly. from
the inner resources and ;partly from other, resources represent-
ed by loans from managing agents and other parties, advances
and overdrafts from banks, discounting of bills, and trade
creditors. The needs for Iong-term finance of a business, on
the other hand, are met from the share capital and sometimes
(where the business has made some progress) from the deben-

ture capltal as well.

LA

LonG-TERM FINANCE OF INDUSTRIES
. The long-term ﬁnal_ice_- of industries is thus secured by issue
of stocks, shares and debentures. In the countries of the West
" there are special institutions and agencies to help the industries-
in' the marketing of their securities. For instance, there are:
institutions of the type of issue houses in the U.K. and invest-

{
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ment banks-in-the U.S." t0". help industries in this regard
: There these Jnstitutions and’ agencies in their totahty consti-

tute the bedrock of a. weﬂ-develcped capital market to readlly

assess the demand for' long-teri_capital funds- and take ' im-

mediate steps for meeting the same. The basis of their opera-

tion is un&erwntmg In India, however there was neither a

well-developed - capital market, nor institutions, agencies or
individuals for underwriting :the shares and securities .of
industrial concerns. It is true that stockbrokers and other
individuals have from timé to timé undérwritten the stocks
and -shares of industrial’ concerns in this country, but such
activities are generally of a sporadzc character and in point.of
time are confined oiily to the periods of boom on'the: stock
market. But as-booms on the stock market happen only once
in 2 blue moon, "these actnntles of - the - stockbrokers ‘led us

owhere

WHA'I‘ S’I‘OCK EXCHANGE Dip?.

In the pecuhar situation of India it was the Stock Exchange

| Whlch had to shoulder the heavy réesponsibility of marketing

the securities of industrial concerns. This is how it happened.
It is well known that in the absence of promoters. and issue
houses in India, M@@gagents filled up the gap, It is
they who assembled the men, the money, and the materials
into a going concern. But the activities of the managing agents.
were not confined to a single ‘industry. They established
industries after industries, and the process required colossal
amount of money. But the financial resources of the managing
agents were limited. So after establishing an industry.and
ﬁnancmg the same by themselves taking up | the securities,

they needed liquidation of samie to have fresh finance for
startmg a new industry. In the Stock Exchange they found a-
reéady mechanism for the shlftmg of the sectirities from theix
own hands to those of the lnvestmg public. As Caloutta was:
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the capital of India up to 1911, most of the managing agency
houses were concentrated in Calcutta. It was, therefore;

through the Calcutta Stock Exchange that the managing agents .

carried out their proccss of shifting of the securities from their
own hands to those of the investors. In the assessment of the
role of the managing agents in developing industries in this

country, the service that the Stock Exchange has rendered -

them in this connection has not been properly documented.

So CIALLY USEF[IL SERVICE

The tremendously important and socially usefui service
that the Stock Exchange renders to the industries in regard

to the shifting of the burden of financing from the shoulders of .
the managements to those of the investors will be realized °
from the fact that there is always a conflict of motives between -

the industries and the investors, Industrles reqmre Long-term
finance with the end in view of locking it up in land, build-

ings, plant, machinery, materials etc. Investors, on thg other

hand, have liquidity preference, that is to say, -they want to
get back the money as and when they would need it. In other
words, while the industries require permanent finance, the
investors can lend it onl}f for a while, because the money
that they lend to the industries comes from their savings
(part of the income not spent presently) which are made for
future spending over contingencies like daughter’s marriage,
son’s education, building of houses, possible rainy days of life
and so forth It is not merely the individual investors alone™
who suffer from the “liquidity preference’’ complex
Institutional investors too have the same motive. Even the
Industrial Finance Corporation of India which has been set up
with the avowed objective in view of supplying long-term
finance to the industries would not help them if the assistance
rendered is not secured by the creation of readily marketable
securities.

B
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SuccessFul FINANCING OF INDUSTRIES

'  Now by providing a market where sellers and buyers can
" be quickly brought together, and can exchange their shares
at fair prices determined by free play of the forces of supply
and demand, the Stock Exchange enables the holders of
securities to sell them when they need or wish to do so.
Indeed if there were no stock exchange the investing public
would not have been induced to lend their money either to
the industries or to the Governments and the Local bodies.
For thé successful financing of the myriads of industries which
- have come into being in this country since the industrial

transition of the 1850’s, and which account for the production
of a large share of the National Income, the Stock Exchange
has rendered an incalculable service. The tabular statement -
appended to this work will show the extent to which the
Calcutta Stock Exchange has helped the industries in this
direction. The industries in their turn too fully realize the
servicé that they receive from the Stock Exchange. It is in-
deed in recognition of this service that the undernoted
companies applied for enlistment of shares or debentures and
were granted dealings on the Calcutta Stock Exchange during
the past few months: Hindusthan National Glass, Alkali &
Chemical, Kalyanpur Lime and Cement, Assam Silimanite,’
Hindusthan Lever, Hindusthan Motors, West Coast Paper
Mills, Dunbar Mills, Phosphate Company, Philips India,
National Rubber Manufacturers, Jay Engineering, Indian
Oxygen, Sirpur Paper, Hall .and Anderson, McLeod &
Company, Mahindra and Mahindra, Standerd Vacuum, Indian
Cable, Jay Shree Textile, Star Paper, Guest-Keen Williams,
. Bharat Nidhi, Britannia Engineering, Birla' Jute, Calcutta
Chemicals, Orissa Textiles, Orissa Cement, Burma-Shell,
- United Flour, Dunlop Rubber, New Central Jute, Jaipur
Udyog, :Caltex Oil Refining and so forth, The fact thatsome of
these companies were already quoted on the Stock Exchange
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and aPplied.:fqr and were grant,e& enlistment only in respect of

new securities; issued by them would show the esseritial part
that the Stock. Exchange plays in regard to the new ﬁnancing :
of industries. The total value of thé securities thus granted.

enlistmient” by the 'Calcu'ti:al Stock: Exchange during. the p_asii
few months. amounts to about Rs 18 crores. - SR

A MARkEeT ror New Issuss Aiso -
L T - - _— ; .

. The Stoék_Exchangc is generally recognized as a market for
old or, existing ‘securities. ,-Rc:’iiiy it is so. But today it-is
fast emerging as a market for new securities as well. We have
already seen that people do not buy sec&rities_if E’hey are not
assured of the marketability that is associated. with listing .on
the Stock Exchange. Previously such -marketabiiity could be
found only in respect of issues which had alréady their names

in "the " Stock Exchange 'Official List. And usually such -issués

were the issues of companies already in existence. But today
the investors have a statutory guarantee of marketability of the
shares subscribed by them. For it is now provided in the

Companies Act of 1956 that when it is stated in a prospectus
or similar document that application has been or will be made
to the Committée of the Stock Exchange for a quotation; -

~ amounts paid on application have to be returned and any
allotments that have been made shall become void unless the
- Stock Exchange Committee has granted a quotation within 4
specified time. This in other words means that today an invest-
or lays out his ‘money in an industrial unidertaking with the
sure understariding that the shares will either be quoted on
the Stock Exchange or he will have his money back, And

inasmuch as a statutory: obligation has at the same time been -
also imposed on the Stock Exchang-e Committee either to -

grant.or to refuse quotation within the next few weeks after

the issue of the prospectus, the Stock Exchange today virtually

serves as a market for new securities. This provision- of the

Rt
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Coinpanies - Act coupled. with- the tightening of the rules
relating: to the enlisting of securities under the "Securities
Contracts Regulation Rules 1957:and searching examination
of applications. for enlistment by skilled and ‘experienced
officers of the Stock Exchange who take into account important
matters, as also the adequacy of data furnished, assures to the
investors’ a frée market for the enlisted securities and thus
infuses confidence in their mmds And once the confidence of
the investors gamed the industries find no dlfﬁculty in re-
gard to the marketing of their securities through the Stock

Exchahgee

‘EasY MARKETING' OF RIGHT SHARES
In a more essential way too the Stock Exchange helps the
industries to secure long-term capital for expansion and

development. pﬁrposes. This is by way of helping the industries

to secure new finance by the mdrketing of Right shares through
the Stock Exchange. If the security is not already quoted on
the Stock Exchange any unsold balance of nght shares always
creates a problem for the management But where the
security is hsted .and is moderately active, the Right shares
issued in favour.of existing shareholders can be easily sold to
others through the Stock Exchange. The Stock Exchange
would absorb the unsold balance of Right shares not taken up
by the existing shareholders;. through dealings in Renuncia-
tion Letters. The extent to which a well organized Stock
Exchange. is successful in absorbing such: selling and keeping
the price up’in a reasonable alignment with other securities,
it performs a valuable function and reduces the cost to the
‘companies of obtaining their new funds. '

| - A" BRILLIANT RECORD
During the last ‘14 years the Calcutta Stock Exchange has
enabled the listed companies to raise no less.than Rs. 54.3¢

Fonen
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crores by issue of Right shares, which were easily absorbed by "

the market. The table below will show the number of issues

and the nominal value of the Right shares issued by companies
officially quoted on the Calcutta Stock Exchange, since

1944

Total Value of

Year . No of Issues . Issues
Rs

1944 . . 4 1,45,64,400
1945 ' I 1,43,97,056
1946 ' 75 17,35,49,310
1947 ) 5 4,52,97,268 ’
1948 k 10 ' 1,74,00,000
1949 I 25,37,500
1950 2 1,85,07,500
1941 4 1,09,02,960
1942 4 1,12,67,340
19453 6 30,00,000
1954 4 43,26,000
1988 20 7,83,10,147
Ig56 it £,62,94,860
1957 5 9,31,37,080

“Total 122 $4,34,91,421

As many of the Right shares are usually issued at a premium -

the actual money raised by these companies through the Stock
Exchange by issue of Right shares was much in excess of their

nominal value of Rs 54.34 crores-as shown above. In addition .

to that the listed companies also raised during the period
substantial amount of finance by issue of debentures. .

Herr to Secure Working CAPITAL

Individual businessmen, partnerships and corporations
oftentimes secure short-term finance from the banks by pro-
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viding as collaterals the stocks and shares of companies. If

‘these stocks and shares are non-listed then it becomes well-

nigh impossible for them to secure the needed finance from
the banks, for dealers in short-term finance as they are the
banks would accept only those kinds of securities which are
readily realisable and for which proper value is known. Securi-
ties which are listed and for which published quotations are
readily available make the most satisfactory collateral for such
short-term loans taken by the industries to serve the purpose
of working capital. Industries are, therefore, particularly
appreciative of the usefulness of collateral value of listed
securities. In this respect the Stock Exchange indirectly helps
the industries to secure working capital from the banks.

The amount of short-term credit that the banks provide
will be evident from the following ﬁgures relating to the .
scheduled banks’ advances against stocks and shares during the

past few months:

To _ To
1958 ' Stockbrokers ~ Others Total
(In crores of rupees)

January .. 10,21 | 64.26 74-47

February- T 1o.10 64.00 74.10
March o 10.36 65.17' 76.53
April o .. 10.32 64.69 75.01
May .. 10.17 - 53.64 53.81
June. ‘e 10.66 6.r9 76.2¢ '
July . .. 16.71 65,18 75.89

It will thus be seen from the figures given in the table above
that apart from to the stockbrokers, the banks have provided

~ short-term credit to others amounting to on an average Rs 65

crores a month.
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- Neep FOR-MARKET ACTIvITY N

Today industries are to. secure. several ‘hundred crores of
rupees of new capital for -execution of the development pro-
gramme assigned to them under the Second Plan. For raising
of this finance, activity on the Stock Exchange is essential. For
it is to be noted that it is only in periods of active stock market
that it becomes easier for the industries to raise new finance
on a large scale.  This will be evident from -the well-known
correlationship that exists’ between the stock market trend
and the volume of Right share issues. Periods of activity are,
therefore, helpful to the industries in the securing not only of
long-term finance, but also of short-term finance because of
the fact that an active and rising stock market would enable
them to secure a larger amount of working capital from the
banks against lodgment of the same quantity of securities.
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STOCK EXCHANGE

AND INDUSTRIAL DEVELOPMENT
By P. A. SgsHAN

FinanciaL Eprror, Hindu |

CHANGING PATTERN OF INDUSTRIAL DEVELOPMENT

uE role of stock exchanges in furthering the-industrial
Tdevelopmen.t of this country in the first six decades of
this century has not béen properly recognised. While 2 closer
examination of our industrial history might point to the

‘existence of various powerful factors which have led to the

promotion ‘of numerous industries, particularly the export
industries in the earlier stages of their growth, since the end
of World War I the Indian investor has come into his
own. Until the early *forties it so happened that the broaden-
ing of the basis of our industrial structure was brought about

' through booms on the stock exchanges. The hectic activity in

1919-21, though its great aftermath in the twenties caused

. many complications, marked the first beginnings of a vigorous

- period of expansion, But it was only .in the thirties, due to
the policy of discriminating protection and a better apprecia-
~tion of industrial development through the extension of

corporate activity, that Indian industrialists and investors
began to think in terms of developing not only the existing

- industries but also new ones. In fact, it can even be said that

the transaction of business on a large scale in the principal
stock markets in 1935-37 led to the promotion of enterprises
which are giants in their field today. This phase marked the

'beginm'ng .of the second stage of major expansion of the

7
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industrial structure. The third phase came about in the boome :
years of World War I /

Though it méy be claimed that, latterly, there haé been

more calculated industrial development it has not been
possible so far to launch new -capital issues on the scale of
1943-47. The importance of the stupendous and spontaneoué
effort during this period has not been-adequately recognised.
For, it is difficult to comprehend at this stage what would

"have happened to the strident progress recorded in the early

years of Independence, particularly in 1951-56, if ‘the large
sums gathered in the form of new capital and accumulated
reservés, in the closing years of World War I, had not been
available for erecting entirely new factories, undertaking
large expansion programme in the case of established units
and proceeding with the modernisation and rehabilitation of
worn-out machinery in respect of jute and cotton textile mills.

ROLE OF THE STOCK EXCHANGES

It is perhaps necessary to enquire closel:} into the various
causes that brought about the spasmodic but vital developmenf:
of the various industries over 2 period and the unconscious
filling up of the gaps in the general structure. The psychology’
of the average investor is inexplicable in many ways especially
as in the earlier years there were many imponderable-factors.
But there is no doubt that the investment habit has spread in
many directions through the stock exchanges and that the pié—
neers have to be warmly congratulate& on such auspicious occa-
sions like the Golden Jubilee of the Calcutta Stock Exchange.
These occasions should serve as 2 reminder that the stock

exchanges have their proper functions in a dynamié phase of
expansioninthe country’s economy and that, given appropriate

policies and robust confidence in the future outlook, the
required resources can be found without any great difficulty..
It is the lack of proper appreciation of this important role
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| of the stock e'xchanges and a correct understanding of the

developments in the capital market in the mid-forties that has
been, partly responsible for the unexpected difficulties that
have been experienced at times in the past €ight years. Even
so, significant progress has been recorded in many directions,
through the valiant efforts, made by the established companies,

. "During the period of the First Plan the progress recorded was

achieved mostly by the utilisation of large sums collected
during the boom of 1943-46 and the effective utilisation of
available reserves. In the period May, 1943 to September,
1945 consents to new capital issues amounted to as much as

- Rs. 260.56 crores out of which Rs. 159.62 crores related to

the industrial groups. In the period between October 1,
1945 and March 31, 1947 consents amounted to even the
substantially higher figures of Rs. 379.96 crores, the share of
the industrial group being Rs. 224.87 crores. It had been .
roughly estimated earlier by me and other important research

~organisations that a minimum of Rs. 300 crores was gathered

by the private industrial sector in respect of new issues
mainly during the boom period under reference and that,
with borrowings from the statutory corporations, the open
market and other sources about. Rs. 400 crores were made
available which helped to a great extent the development in
the first eight years after Independence. Apart from the
large number of fresh entrants in the cement, chémical and
('engineering industries a new entrepreneurial class came into
existence and it has been possible to share the burden more

equitably between the newly formed and old established
companies,

Success or New Issurs DuE 10 THE
STOCK EXCHANGES

It may be asked whether it is correct to form any definite
conclusions on the basis of consents to new capital issues by
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the Central Government especially as no reliable data were
available, until recently, to indicate the extent of response to
the various propositions when they were actually placed on

the market or even to know whether the sponsors persevered-

at all with their new issues. But any one who has been actually
following closely the developments in the stock exchanges,
and incidentally the capital market, in the forties, will have
no hesitation in admitting that during the boom period of
1944-46 there were large dealings in almost all the new issues
at substantial premiums in the markets long before the lists
for subscription were actually opened and there was even
great difficulty in securing allotment of the required number

_ of shares. Even on the basis of about go per cent success, the -
earlier estimate of Rs. 300 crores as having been gathered

mainly in the form of equities would appear to be correct.
In making a success of the various new Jissues during
this vital period the stock exchanges piayed an important
part.

It naturally took some time for the stock markets to settle
down in the early years of Independence and for the investors
to recover from the shock sustained by them on account of
the great debacle of 1947-48. It was not expected at any-stage
during the period of hectic activity that there could be such a
catastrophic fall in' prices on account of political factors
though it was admitted that speculative activity had been
overdone and, in the name of cheap money, current yields
had been hammered down to ridiculously low levels. But, in
the context of large accumulations of sterling balances, rising

bank _cieposits and increasing purchasing power in the urban -

areas particularly, the boom in stock exchange prices was

understandable to a great extent. If the prevaiiing yields were -

not attractive to the regular investors they were beneﬁted by
'the phenomenal capital apprecxat:}on

The chsa.ppearance of all gains and even the erosion of

Fans
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::ap_ital in 1947-50 had naturally a disheartening effect. The
uncertainties regarding Government policies, fears of nationa-
lisation and lack of confidence inthe future outlook made
Indian capital shy once again. But it was soon recognised that
the achievement of Independence opened up new possibilities
and that, instead of fitful development, there would be cal-

culated progress. The publication of the estimates of the

First Plan and the recognition of the important part that the
private sector would occupy in the industrial economy
brought forth new enthusiasm.

Srock MARrRkeT Revival Herpep INDUSTRIES

The history of the past eight years is important in many
respects. The revival in stock market activity, -in 1954-56
particularly, has enabled the established companies to expand
beyond recognition and to gather large sums by issuing addi-
tiondl capital and borrowing from statutory corporations for
branching out in various directions. While the position would
have been far more happy if new corporate activity had been
on a large scale and the strain on established companies could

~ have been lessened, the developments recorded in the past

few years could not have been very much bettered as there
were many inhibiting factors. While the Iong-term effect of
the crippling taxation proposals.of 1956-57 bave yet to be

| judged, there is no doubt that immediately, heavy direct-and

indirect taxation has led to a diversion of large sums from the
private to the public sector. At the same time, the investment
climate was considerably spoiled' because of the fear that
continued heavy taxation might make investment in stock
exchange securities unremunerative, not to speak of the risk
of capital depreciation involved. With the generation of new
incomes and greater industrial -activity it can, however, be

-expected that a new class of investors will emerge and
that there cai even be a diversion of funds from other

st
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forms of investments to industrial securities. That savings do
exist in particular directions is borne out also by the enthu-
siastic response for the offers for sale of shares in companies

under foreign management. It has been suggested that bank

finance has to a certain extent been responsible for the large
oversubscriptions to many of the issues lately made. There
might have been also switching over from other securities
already held by the various applicants but a closer analysis of
the various classes of subscribers to these issues has shown that
the smaller investors, many of them new, have shown great
interest and that it has been necessary to give preferential
allotment to these classes of apphcants.

A Happy FEATURE OF RECENT YEARS |

Though it might be said that the investment of large sums
~ amounting to over Rs. 1o crores on a modest estimate in this
class of ‘securities’ has not resulted in any furtherance of
" industrial activify directly, it is a happy feature of recent
years that the mainly foreign-owned companies have under-
taken large expansion plans and new lines of manufacture have
been commenced. There has neéessarily,been less difficulty in
arranging the required sums in foreign exchange for develop-
ment purposes in many cases as their principals were prepared
to provide the required credit facilities or it was possible to
fix up other arrangements more easily. The impression, there-
fore, held in particular quarters that the sale of large parcels
of shares relating to foreign owhed companies at a premium
had resulted in a denial of funds for other purposes is not quite
correct.

The leading compames under Indian management in the
various industries have at the same time, incurred large
capital expenditure and it is happy to note that big-sized
issues have been handled with not much of difficulty. It could
not have been possibly anticipated in earlier years that one

+ e e
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‘couldr easily think in terms of large expansion plans which

would require outlays .involving tens of crores of rupees.
Between the. Tata Iron & Steel Company Limited and the
Indian Iron & Steel Company Limited alone, capital expenditure
of over Rs. 160 crores has been incurred. While it must be
admitted that large loans from the World Bank and the Central

- Government, along with the utilisation of internal reserves

as they grew up, have been helpful in finding the bulk of the
outlay referred to above, equity capital for sizable sums have
been raised for over Rs. 13 crores in the case of TISCO and

- around Rs. 7 crores in the case of ISCO. The new shares

were issued at a premium of 4o per cent and 35 per cent res-
pectively. Likewise, the Associated Cement Companies
Limited, asked from the existing shareholders about Rs. 7.5
crores, in this case the shares being offered at a premiumlof
20 per cent, Hindustan Motors issued convertible redeem-
able preferences for Rs. 5 crores while many other units like
Alkali and Chemical, ‘Rohtas Industries, Indian Aluminium,
Dunlop Rubber etc, raised equity capital, also at varying
rates of premia. Indian Aluminium came out also with a
large offer of convertible loan stock. '

- The method of raising capital naturally varied with the
conditions that obtained in the stock and capital markets at
the time the various issues were offered and also having regard
to the financial position and prospects relating to earnings of
the companies concerned. Thus, in the early stages a cautious
beginning was made with the issue of debentures on an attrac-
tive basis. Later on, as market conditions improved, it was
found possible to raise fairly large sums in tax-free cumulative
preference shares and equity shares at a modest premium, But
whatever the form of capital raised the task of the companies
concerned was greatly facilitated by the more active
conditions in thé principal stock markets in this country

in 1954-16.
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FirmeER STOCK MARKET & NEW CapiTAL IssuEs
It is in this context precisely that the relationship between

¥
B
3

a larger volume of new capital issues and firmer stock market !

values-has to be recognised. Though it may not be strictly ' —
.correct to effect a comparison between changes in the
amounts for which consents have been given by the Controller-
of Capital Issues, in the light of the observations made earlier
.and the later attempts to collect more reliable data, it can be.
said that there is a definite relationship between the two.
This will be borne out clearly by the chart given below. The -
bars provide an indication of the amounts sanctioned by the

—

Central Government in respect of new capital issues in the o " -
various periods (1943-58) while the graph represents 1
the fluctuations in the indices for Variable Dividend Yielding. ? g

Securities. The necessary adjustments have been made in
“respect of the Index series having their bases as 1927-28=100 17
-and 1938==100.- ' : : g .

The chart will clearly show that the amounts have been
~much larger in periods of brisk activity on the stock exchanges.

The amounts gi#en exclude bonus shares and sums expected

by way of foreign participation. There is one vital difference
‘between the earlier and later efforts. The large sums gathered

in the earlier years were mostly on account of entirely new

flotations while in recent years the amounts secured have - |
been mainly in respect of established companies, the placing B ~
of shares on the Indian market by those interested in foreign-
owned companies and the large sums raised in connection ,
with the oil refineries. If in respect of 1956-57 and 1957-58 1§
there is an apparent diifergence in the trend it is due to the T
fact that Government-owned companies dominated the = { -
- -picture. In fact, in respect of 1955-5%6, 1956-57 and 1957-58 .
* the authorised capital relating to State undertakings are shown
at Rs. 31.40 crores, Rs. 119.92 crores and Rs. 8.70 crores # -
respectively. In the three years‘ 1955, 1956 and 1957 the -~
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amounts of consents pertaining to all applications accepted

were Rs. 153.32 crores, Rs. 230.15 crores and Rs. 125.39
crores respectively. It will thus be seen that.fresh capital

- asked for and raised after September 1956 and till March
this year has not been appreciable. g

It is needless to say that the remarkable expansion pro-

~ grammes undertaken by the various giants in the respective
industries has been greatly helpful in broadening the basis of -
the industrial structure and helping the displacement of -

import. This in turn egabled savings in foreign exchange which
could be utilised for purposes of imported capitai goods or
other badly needed items from abroad.

Success OF THE Issues Due To Stock ExCHANGES

The part played by the stock exchanges in making a success

o ‘of the various issues cannot be exaggerated. While no doubt
~ the existing shareholders were asked to put up the required
. funds some difficulty was nevertheless felt and large sales of
- rights to the various issues were reported. In a good number

of instances, the reactions to the announcements of large
issues of capital were not quite favourable and the consequent

- transfers in holdings had to be effected through the medium

of stock exchanges. In retrospect, subscriptions to the new
issues’ have been worth while. A proper appreciation of the
future-prospects with a visible improvement in the current

‘earnings; have led to a smart recovery of the earlier losses.

It must be said, however, that entirely new flotations on a

large scale have been found difficult either on account of the
~ currernt expectations in regard to yield or fear of heavier taxa-

tion in the coming years, A movement such was in evi-

- dence in 1944-46 has not taken place so far. There have no
doubt been a few large-sized new issues under influential
'a.l..xspi(:es_. But it has been necessary for the companies con-

cerned to take the help of the statutory bodies like the

P
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Industrial Finance Corporation and the Industrial Credit and
Investment Corporation. This sort of arrangement even in the
early stages has not been found easily possible nor thought
completely desirable. In many a case fears have been enter-
tained about the difficulty in arranging for the repayment of
the stipulated instalments. As a result most of the develop-
ment in recent years has been carried out by the existing
companies. The noteworthy expansion that has taken place in
the cement, chemical, rayon, iron and steel and engineering
is mostly. due to the existing companies.

MaxinG THE BEST uSE OF THE STOCK EXCHANGE
It has also happened that new types of activity have had to be

undertaken by the leading companies themselves. These have
been helpful in meeting the requirements of sister companies
in _the same groups. It has been found advantageous to start
entirely new departments on account of the facility for raising
the required capital more eésily. It has also been-suggestéd
that the rigorous provisions of the amended Companies Act
and the restrictions regarding the number of companies under
managing agencies have encouraged this trend. While it may
be true that this procedure has removed the main difficulty in
*raisiﬁg capital for entirely new un&ertakings more widespread
management has not been enabled. From the short period
angle the progress achieved in the private sector in 1946-58
can be considered gratifying in every sense. Butin view of the
fact that there will have to be continuous activity on an
increasing scale for a considerable time ahead it is of the ut-
most importance to make the best use of the machinery
~. provided by the stack'exchanges. Only if there are more
~ companies under entirely new auspices, while the existing
units continue to grow, the necessary entrepreneurial skill
will be created and increasing dynamism can be imparted to
the economy.
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‘NEeD ror CONFIDENCE IN FUTURE

It will not be difficult at all to gather the required sums for
development purposes if a favourable climate canx be created.

It has been amply borne out by the deveioPmehts in the past.

few months that confidence in the. future outlook more than
any other factor is necessary for greater activity in the stock

exchanges. The more realistic attitude shown by the Central -

and State Governments recently in regard to the problems
concerning the various industries has induced a mood of sober
optimism. With greater funds at the disposal of the organised
credit structure and a better disposition on the part of the
investing public to place their funds in industrial securities,
the new issue market has once again shown signs of revival.
Many units have come or are coming on the market with new
propositions. There are a number of proposals in the offing for
raising large sums in the form of equities, preference shares or
debentures as the case may be. Such of those companies as
have already raised large sums in equities. have thought in
terms of raising debenture or preference capital.

‘With the prospect of even more ambitious planning in the
years ahead the need for utilisation of available resources for
further intensifying corporate activity, through the help of the
various stock exchange associations cannot be 'overemphasised;
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STOCK EXCHANGE:
ITS FUTURE
By GEORGE C;&RVELHO

Eprtor, Prack, Sippons & Gouen'’s Share Market Report

Is Furure UNCERTAIN 7

~yg claim that stock exchanges in India will, in all proba-
bility, be called upon to play a far more important part in
the economic development of the country, in the years that-
lie ahead, than at any time in the past, may appear, on the
face of it, untenable. Unfortunately, in its origin and evolu-
tion, the stock exchange has come to be inseparably asso-
ciated, in popular thinking, with the economic system known
as capitalism. With a government in power, which is pledged -
to the realization of a socialistic pattern of society, it is
inevitable that, capitalism, as we ‘have known it in the past,
should decline and, with it, the institution of the stock
vexchange which has been described as its citadel. On this
view, the future of stock exchanges in this country would
appear to be uncertain,

No Dirt FATE IN STORE

There are sound reasons to believe that no such dire fate
lies in store for Indian stock excha'rig'eé except in the very
unhkely contingency of the whole country going Communist.
Ruling out this. possibility, it is virtually certain that, while
the assault on inequality of wealth, income and opportunity
will continue, there will remain a private sector, which will
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extend over large parts of industry and commerce. The right

of individuals to acquire and own capital will continue. And,
as economic development proceeds, the scope for acquisi-

tion and ownership of capital by private individuals, is bound

* to grow, and with it, the opportunity for the stock exchange
to render, on a vastly greater scale than it has done hitherto,
the services of stimulating private saving and channelling
such savings into productive investment. These are services
which the stock exchange alone can render efficiently. It is

no exaggeration to say that in a modern industrialist society,
which recognizes the right of private ownership of capital,

stock exchanges are not simply a convenience, they are
essential. Soviet Russia on.the one side and say, Basutoland

on the other, may be able to get along without stock exchanges,

but India is going to need them more than ever.

EXTRAORDINARY [GNORANCE

" There is an extraordinary amount of ignorance, and of -

prejudice born of i ignorance, with regard to the nature and
functions of stock exchanges Essentially, they are markets
which exist to facilitate the purchase and sale of securities
and shares—the securities or bonds issued by the Government,
in the course of its borrowing operations, and the shares of
joint stock Companies. The principal service which a stock
exchange renders, is to provide liquidity of investments.
Because of the existence of an organised, active market for

securities and shares, security holders and shareholders are -

able to sell their holdings, at the prevailing market . quota-
* tions or near about, whenever they desire. They can turn
their holdings into  cash, should they so aesire, or switch
from the shares of one company to those of another, about
whose prospects they take a more favourable view. And
savers, with money to invest, can choose, out of the entire
list, the ones that appeal to them most. There are giltedged
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pse-curitiés for those investors, individual and institutional, |
who seek, above all, security of yield and stability of capital |
value, debentures and preference shares, for those who ’
desire a slightly higher return-than that obtainable on gilt- ‘ |
edged, . but are still chary of taking risks, and equities for j
those who are willing to bear greater risks, for the chance
of higher return and appreciation of capital value of their

holdings. '

A BAROMETER OF VALUES

Investors, both actual and potential, are provided, through
the daily stock exchange price quotations, with an up-to-the-

- minute appraisal of the present worth of their holdings, in
the light of all the influences that affect the position and -
prospects of. the companies in question. Admittedly, these
prices are sometimes distorted by excessive speculation but,
by and large, they provide a continuous assessment of the
current value of assets, not available to those who invest in
houses or land or other assets, not traded on the stock
exchange. It is evident that the ready liquidity and constant -

" evaluation of assets, together with the wide range of available
investments, act as a powerful inducement to save and invest ,
and draws the savings of the community into those c_hannels,' '
‘which are expected to be most - productive. It would be
difficult to find a mqi‘e effective method of doing this. In
addition, the overall trend of prices and volume of business
on the stock exchange serve as an economic barometer which
faithfully registers the changing currents of opinion about the
investment outlook. Even allowing for the aberrations of
speculation, this'mirror of the investment scene (to vary the
metaphor) is one that neither economists nor business men
nor the government, charged with the formulation of eco-
‘nomic policy, can afford to ignore. Finally, though the stock
exchange deals only in old securities, that is, in already

*
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existing bonds and in shares of existing companies, its role in

. capital formation is vital. New issues would stand little chance
of attracting savings, but for the knowledge that the shares

would be admitted to the stock exchange list and would
therefore derive the advantages of liquidity and continuous
evaluation. This applies not only to the formation of capital -
in the private sector, but also to the borrowing activity of the -
government. It is often overlooked by critics of the stock.

exchange, that government securities constitute a very im-
portant part-of stock market dealings. Without the facility -

of liquidity, the Government would find it difficult to induce
individuals and institutions to hold its bonds.

- CONTROLLED SPECULATION INECESSARY

‘Even speculators, as distinct from investors, are not al-
together pernicious and, subject to proper restriction, have
a useful function to perform. If stock market operations were
confined to genuine investors, the volume of transactions
would be much too small to ensure ready liquidity and daily
price quotatlons which constitute its greatest advantage. So
the facilities that make speculatlve gambling possible, such as
forward dealings, fortmightly settlements and even option

dealings {the last of these being illegal in India under the -

Securities Contracts (Regulation) Act 1956), may be regarded
as beneficial and even necessary, provided there is sufficiently
strict control, to ensure that the speculatwn does not get
out of hand.

NEED FOR ADAPTATION

Adaptation to a changing environment 1s an essential part
of the biologital process of survival and.evolution. Indian
stock exchanges originated and grew to maturity, in cir-
cumstances very different from those that exist today. Current
trends towards reduction of economic inequality are bound
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to become stronger in course of time. Before independence,
zamindars and ruling princes were the principal sources of
investible funds that sustained the stock exchanges, though
even then, the savings of the middle classes were an impor-
tant element, along with the funds of private life insurance
‘companies. Today the picture is very different. The zamin-
dars and ruling princes have withdrawn from the investment
‘scene, and the middle classes are in sore straits as a result of
heavy taxation and prolonged inflation. As wealth and income
become more equally distributed, it is to the little man that
industry will have to turn increasingly, .for the savings, out
of which alone capital can be formed. Even now, the average
shareholder- does not, by any means, correspond to the con-

ventional picture of a capitalist. Mr. J. R. D. Tata revealed, -

at the annual meeting of the Tata Iron and Steel Company
in August 1957 that nearly half the shareholders of the Com-
pany had holdings of less than Rs. 1000 each,-_whﬂe‘ the hold-
ings of about 87 per cent amounted to less than Rs. sooo each.
According to Mr. E. D. Sheppard of Killick Industries; the
ratio of shareholders to labourers in industry is surprisingly
large, one shareholder to one labourer in steel, one share-
holder to one labourer in cement, one shareholder to two
labourers in textiles and no less than ten shareholders to one

labourer in electricity.

Reacuing Down To Tue Massss

As the country moves towards the socialistic pattern of
society, this tendency is certain to be strengthened. The task
facing the stock exchanges is to devise the means to reach
down to the masses, to draw the savings of the man in the
street into productive investment, to create conditions in
which many millions of little investors in cities, towns and
villages, will find it possible to make use of the facilities,
which bave, so far, been limited to the privileged few. This

8

Y.




©

30 ' THE STOCK EXCHANGE

calls for far-reaching changes, institutional as well as opera:
tional. The Golden Jubilee celebrations of the Calcutta Stock
Exchange would appear an appropriate occasion for serious
thought to be devoted to these problems. The stock exchanges

in India have an important role to play in the buil&ing of a”

real shareholders’ democracy in this country.
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APPENDICES
An Agreement to Hire 9 New China Bazar Street
in 1908

The undersigned jointly being desirous of securing a meeting
place for their business hereby agree to pay through Babu
Prosad Das Boral their Hony. Treasurer to Messrs. Prosad
Das Boral & Bros. the mont}ﬂy sum of Rs. Sixty only from
1st December next for the exclusive use by them of the large
centre room on the upper floor of the premises No. 9, New
China Bazar and to share in the general use of the compound
and outhouses.
Place Siddons & Gough ‘Brojendra Lall Dey
Windram & Co Kristo Lall Dhur
Prosad Das Boral & Bros. Sewnarain Maheswari
Deepchand Radha Chandra Kabra
W. R. Collins Mohanlal Prabhashankar
D. N. Sen & Sons - D. A. Gubbay
A, O. Cohen Narsing Bros.

. Mohendra Nauth Roy & Sons M. L. Seal A
Babulal Gangaprosad Soonee  Toolsey Dass Roy & Bros.
Mugneeram Bangur Priya Nath Bose
P. D. Burral Buldeodass Basantlall

- Sham Lall Laha - Hazarimull Juggonpurshad
5. B. Dey ' Moolji Premji
N. L. Roy Charu Chandra Mitter
B. Mitra . Lolith Mohan Dutta
Mohendra Nath Dutt Anderson & Sons
G. D. Mullick A. Siddons
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Landmarks in the History of the Association ‘

1908
1913
1518
1921
1923
1923
1926
1927
1928

1931

1932
1933

1936
1939

. 1940

Ed

1942

1943
1944
1946
1946

1946

1946
1957

1957

1558

Association is founded. .

Strength of Committee increased to r1.

Strength of Committee increased to 12.

Strength of Committee increased to 14. .
Association is registered as a limited iiability company.
Association prints its Official Quotation List.
Association takes lease of 7 Lyons Range.

Association starts building its premises.

Association moves into its new buxldmgmformaliy
opened by Sir Stanley Jackson, Governor of Bengal.
First Indian President elected.-

First Indian Secretary elected.

Association purchases the land at 7 ’Lyons Range-—
previously held on lease.

Association decides to start an Official Year Book.
Strength of Committee increased to 16.

Association remains closed between May 21 and July 2.
Association fixes minimum prices of shares.
Association runs a Langarkhana to feed the destitutes.
Clearmg system introduced.

System of (iehvery by share warrants for scrlps
introduced.

.Presu:lent appomted a Speczal Officer to arbitrate in

disputes:

Association creates the office of a Vice-President.
Association starts a department for exchange of memos.
Association gets a licence from the Central Government

under Securities Contracts (Régulation) Act.

Strengfh' of Committee. increased to 18 to provide

‘rooms for two Government nominees.

Association celebrates its Golden Jubilee,
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Committee of the Association in 1908

Mr. F. L. B, Siddons (President).

Mr. T. B. G. Overend (Offg. President).
Babu Buldeodass.

Mr. G. Ward.

Mr. D: A. Gubbay.

Mr, Shamlal Laha.

Babu Sewduttroy.

Babu Ramprosad Sonee.

Mr. Guy Shorrock (Hony. Secretary).

Committee of the Association in 1923

Mr. C. A. Jones (President).
Mr. H. B. Turle (Offg. President).
Mr. W. P. O’Cock. -
Mr. A. R. Gubbay
Mr. A. Hope Stewart.
Mr. Girindra Nath Roy.
Mr. Goralall Seal.
Mr. Nanda Lall Roy.
. Mr. Sakshi Gopal Boral.
Babu Ramdev Chokhani.
Babu Sugan Chand Bagree.
Babu Kedarnath Khandelwal.
Babu Chunder Coomar Ugi‘uwal.
Mr. C. H. Heape (Hony. Secretary).

.
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Committee of the Association in 1958

Mr,
. Chiranjilal Jhunjhunwala (Vice-President).
. J. L. .Esplen.

. A, E. Sopher.

. Eric Gregory.

. G. C. Fletcher.

. Abani Ganguly.

. Bhabani Charan Seal.

. H. L. Somany.

. Narsingdas Bangur.

. Haran Chandra Chatterjee.

. H. P. Dhanuka.

. Chhotelal Haridas.

. Chandalal Khandelwal:

. A. V. Seth.

.

B. N. Chaturvedi (President).

M. L. Pyne.

r. D. D. Pai (Government nominee).
. P. 8. Nadkarni (Government nominee).
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Office-bearers of the Calcutta Stock Exchange

1923
1923

1924

1928
1929
1930
1931

- 1938

1936
1938
1939

1943

1946

1923
1924
1526
1927
1931
1932
193§

QIO TO

 APPENDICES
Association Limited

PRESIDENTS

Jon
Tu rle (Offg.).

Jones (held office till 1927).

Turle.

Montgomery.

Coulthard.

Kedarnath Khandelwal (held office till 1934):
G. C. Montgomery.

Kedarnath Khandelwal (held ofﬁce tifl 1937)
W. R. Elliot.

J. M. Dutt (held office till 1942).

B. N. Chaturvedi (present incumbent).

LA,
. B.
AL
. B.
. C.
. R,

Vice-PRESIDENT

Chiranjilel Jhunjhunwala (present incumbent).

SECRETARIES

C. H. Heape.

J. P. F. Quirke (held office till 1925).

T. Milne Chapman

J. P. F. Quirke (held office till 1930).

R. G. Maclnnes.

Satya Ranjan Mitra (held office till 1935).
D. Chakravirty (present incumbent).*

* First salaried Secretary.

ER
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1923
1930
1932

1935
1937

1938
1940

1944
1946
1947
1948
'i949
(952

1953

1957 .
Chandra Chatterjee and Eric Gregory

‘nath Dutt and Ram Mohan Seal (till 1945).

- Sagarmull Nathany. )
"Ram Mohan Seal, Kedarnath Poddar and I(edarnath e

" and Haran Chandra Chatterjee.

N
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TREASURERS AND JOINT TREASURERS

Rameswar Nathany (held office till 1929). L
Rameswar Nathany and Sagarmull Nathany (till 1931). }
Rameswar Nathany and Goralall Seal (held office till
1934)-

Mahaliram Sonthalia and Goralall Seal (till 1936).
Mahaliram Sonthalia, Goralall Seal and B. N. Chaturvedi |
(in place of Goralall Seal).

Sagarmull Nathany and B. N. Chaturvedi. '
Kedarnath Poddar, Kedarnath Khandelwal —and - !
Shambhunath Dutt (till 1943). o
Kedarnath Poddar, Kedarnath Khandelwal, Shambhu- - D

Kedarnath Poddar, Mahaliram Sonthalia, Ram Mohan
Seal and Haran Chandra Chatterjee.

Kedarnath Poddar, Sagarmull Nathany, Ram Mohan . -
Seal and Haran Chandra Chatterjee. N
Ram Mohan Seal, Haran Chandra Chatterjee and

Khandelwal (till 1951). R
Ram Mohan Seal, Kedarnath Po&dar, Eric Gregory,

Ram Mohan Seal, Eric Gregory, Chandalal Khandelwal -
and Haran Chandra Chatterjee (till 1956). ' L
Chiranjilal Jhunjhunwala, C. L. Khandelwal, I—Iaran '
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Growth of Membership of the Association
Year No. of Firms No. of Personnel
) T 1923 210 437
, 1924 200 427
1928 268 440
1926 204 443
1927 208 457
1528 213 491
1929 212 512
930 213 521
1931 204 o2
1932 202 (19
1933 208 534
1934 218 608
1935 21§ 637
1936 21% 635 .
1337 217% 662
1538 223 679
1939 223 687
1940 222 Fid
1941 225 Y
1942 22¢ 721
19413 232 721
1944 | 250 877
194§ 2ro 864
1946 263 1,001
1947 267 990
1948 267 964
1949 267 938
ig9to 268 944
1951 268 969
1952 268 94§
15£3 269 91¢
1954 276 933
1955 277 954
1956 277 964 .
1947 276 942 '
1958 278 1,006






