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17.45 brl. 

HALF-AN-HoUR DISCUSSION 
RB: RESUMPTION OF 

FORWARD TRADING 
IN SHARES 

SHRI S. K. TAPURIAH (Pall) : Mr' 
Deputy Speaker, Sir. wbenever I try to ana-
lyse the policies and the actions of the 
Government, Invariably, I am reminded of a 
jlnlle I read In my scbool days. a jlnsle by 
A. P, Herbert: 

"Let us stop somebody from doing 
somethins. Everybody does too mucb. 

People seem to think they bave a right 
to eat and drink. Talk and walk and 
respirate and rink, 

Bicycle and bathe and sucb. So let's 
bave lots of little regulations, 

Let's make laws and jobs for our rela-
tions, There's too much kissing at 
the railway stations, 

Let's find out what everyone Is doing, 
and then stop everyone from doing 
It." 

Tbls seems to have been the case wltb stock 
excbanges and forward trading. A rew thou-
sand people cam tbeir living as brokers, 
sub-brokers. stock oxchange assistants, etc. 
When the mobilisation of resources In the 
country was taking place, the capital forma-
tion was picking up after two or three years 
of recellion. the Government probably 
thoulht that all this was too load a thlnl 
'to allow 10 continue and 110 they moved in 
and Imposed a ban. 

I am sure, the han. Minister will agree 
with me that stock exchangel play a major 
role In capital formation In any soclety and 
In a developing society like ours, Its impor-
tance Increases, Tbe real purpose of 8tock 
excbaoaes h achieved only wheo it provides 
maximum liquidity, lraosferabillty and oelo-
tiablUty wbich canoot be ensured witbout a 
Jarle and continuous volume of traosactions. 

In our country wbere tbe number of 
.Iovesdol publiC: Is very small, only about 

2 million people, compared to countries Ilk e 
U. S. A. where tbey have 30 million Inve-
stors, the dally transactions are not adequate 
to make tea market liquid or continuous arid 
tbb sbortcomlng, to some extent. II over-
come by forward tradlnl. 

Wltbout lolnl Into the history of what 
happened durlnl 22 years of our Indepen-
dence. al far as capital formation and 
Industrial Irowtb was concerned, I come 
only to last year when one thoulbt tbat the 
time bad come after tbree good harvests 
when stock exchanles would play a major 
role In moblllslni our rural resourcel. I am 
not one to tax tbe farmer_ It il after centu-
ries they bav. seen some money. But I 
would not hesitate to recommend moblllslni 
a part of their resources to capital formation 
to come into maklnl of larler Industrial 
productIon. 

Now, thl. expected mobilisation of 
rural resources bas hecn hampered by a ban 
on forward tradlog whlcb by brlnglnl stock 
exchanges Into a moribund state has slowed 
,ontinulty and reduced liquidity of scrips. 
I am sure Mr. Kbadllkar will allree that one 
of the reasons for the Government boods 
and various small savlnls schemel nol 
succeed log to the desIred level was this lack 
of continuity and Its near-ImpossIble liqui-
dity. If Ihese two thinas bave to be maIn-
taIned, the stock excbanges are to be allo-
wed to flourish withou I any relulation or 
bindrance. Wherever the Government rind, 
It necessary. tbey may chock It but not in 
Its day- to-dl\Y worklnll. 

Why dId the Government Impale a ban? 
The two important reasons assilned by tbe 
Governmeot were the .tee" rise in share 
prices and the aornerlnl of Ih .. re.. Comlnl 
to tbe question of steep rise 10 share price., 
I can say, wbatever price rise In tbe earlier 
part of 1969 was evidenced, It was only a 
correction of the lonl-drawn depreulon 10 
the stock exchan ... aod the return of tbe 
market 10 normalcy. I wonder whelher the 
price rise In sbares Is Itself a bad thlnl, Did 
not the Prime Minister herself find lOme 
pleasute and relief ID the buoyancy displayed 
by tbe Itock ncbaD", after ber BudlOt in 
February, 1970? Did not Ihe, time and 
... In, say. here was a load BudlOt because 
tbe stock excban ... bave plc:kod up 1 
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What was the reason for puttlna a ban 
last time? If you see the averaaes of only 
the Bombay stock ~ ch  between January 
and June, 1969, you will find that the prices 
of cash shares rose by 37..3 per cent and tbe 
prices of forward shares rose by only 20.3 
per ccnt. In other words, It means that the 
price rIse In cash scrips was hlllher by 59 
per cent as compared to the price rise of 
forward scrIps. The Government Is dolna 
like a character In David Copperfield to 
beat the boy sittlna next so that the first 
one will behave. Because the price rise In 
cash scrips was hlsher as compared to price 
rIse In forward scrips, therefore you Impose 
a ban on forward scrips. How was this 
considered to be the ideal way to regulate 
the market 7 

As rar as tbe cbarge of corenrlng of 
shares loes, I ha ve not been able to find a 
single Instance where forward trading created 
the way to help people to corner shares and 
Indul.e in unbealthy practices. I would 
request the Minister tc cite one example 
where this led to cornerinl or where It has 
led to violation of anyone article of the 
Securities Contract Regulation Act of tho 
1957. 

In tbe end I would only say that now 
that tbe Anjarla Committee's report Is 
available with the Government, will they 
speed up witb tbelr study of It and will 
they come to their conclusions quickly and 
take necessary Iteps for resuming forward 
tradlnll at tbe earllost. 7 
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SHRI N. K. SOMANI (Nagaur) : Botb 
the tono as well as tbe charac1erlstlcs 
of my fr lend who bas just preceded 
me reveals a complete lack of Idea or 
economic functlonlnll. Whether It Is casb 
tradlna or farward tradlnll, these are esaco-
tlal tool •• of functlonlnilin any given system 
whetber you deal wllb shares or commodities 
or property. I for one believe that both In the 
short term as well as for lonll term 
state of tho economy, forward tradlDa Is nOi 
only elltremely important but essentiaL 

For quite some time tbe Government 
for reBSOns tbat have been lone into by my 
friend, Mr. Tapurlab, and essentially, I foel 
because they suspected that lome operatoll 
bave been mlsbehavloll with the stoek ell-
cbanllles aDd have been corocnlolsome of tho 
aharel-I think tbe case ill Government's 
mind w .. Kapadia Bros In liIailoDal Rayoa-
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bave clamped a baD 00 forward tradlol of 
lliilres. I believe tbat tbere are 
eooulh cbecks and balances In tbe Com-
pany Law to check such malpractice I by 
refusing to transfer the shares. It seems one 
section of tbe Goveromeot does not koow 
what the other section Is dolns wblcb rc-
veals a complete lack of co-ordlnatloo. I 
would, tberefore, like to say tbat It Is cer-
taioly DO remedy to completely bap forward 
tradlps either in sbares or ip commodities 
or In any other properties. Additionally, 
small people arc loin II to be bit by it. 
When the Government comos up with this 
proposition, or It eliminates the middle-class 
traders In food grains or the sharc hrokers 
or sub·brokers, tbe middle class people 
luffer and there Is no alternative avenue 
of employment for them. 

Therefore, In view of all this and In 
view of the ample-more than ample-
checks and balances existing In the bands of 
the GoveromeOl, 1 would like to know as to 
when the normal and healthy functionlns of 
the stock changes In the matter of forward 
uadlng would be allowod to commence. 

Secondly, In terms of rural Investment 
10 our economy, would tbe Government 
cooalder the opening of many more lub-
slock exchanges in lhe rural areas which 
would functioD as an extended 11mb of this, 
so that many more Investment opportunltlel 
are available to these people 7 
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THE MINISTER OF SUPPLY AND 
MINISTER OF STATE IN THE MINIS-
TRY OF FINANCE (SHRI R. K. KHA-
DILKAR) I Mr. Deputy Speaker, Sir, Shri 
Tapurlah wno raised this Half·an Hour 
dhcusslon at the outset tried to live some 
lort of description as to the role the Stock 
Elchaoges played in the frame-work or either 
tbe capitalist society or a mixed economy in 
our country. 

A part from his c<>ntention that they 
played a constructive role and tbat they 
created a climate for Investment -1 shall 
deal with It a little later-he has levelled a 
charse aaaint this Government that the ban 
at tbat particular poiot of tilDe waa not 
Justified. He juot lave cerlain fl.urc •• 
But, to understand rully why the then 
Finance Minister and the Deputy Pelme 
Minister cam. to the conclusion that In the 
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Interoats of our economy, the only course 
\elt open was Impose a ban on the forward 
market, I shall just live you figures as to 
bow the movements were taking place from 
time to tim'. That would sbow why ulti-
mately the Plnance Minister came to the 
conclusion and Government placed a ban 
on forward trading. 

If you take a review of share prices over 
a decade, tbat would be very Interesting. 
Take for Instance tbe period covering from 
May 1958 to May, 1962 which witnessed 
a boom condition In the stock market and 
then between May 1962 and December 1965. 
Between 1962 and December, 1965, We bad 
to face two aggressIons. Then, during 
1966 and 1967 drought conditions prevailed 
and there was considerable recession In that 
period. 

J8.00 brs. 

So, Instead of giving all the figures for 
all these years, I shall just give you certain 
figures. Since 1968-69, as he knows very 
well. because of several measures taken by 
Government to stImulate Investment actio 
vity, the !hare markets started looking up 
then. I know tbe hon. Member knows 
very Intimately the movements of the mar-
ket_ So he must also have marked this 
cbanlle sInce 1968-1969. In 1968-69, apart 
from the measures taken by Government to 
stimulate Investment, they also brought 
down tbe bank rate in March 1968. These 
measures strengthened market sentiment, and 
sbare prices again tended to look up. That 
was a very healthy tendency_ It reacted 
favourably to the measures taken by Go· 
vernment. Was this health maintaIned 
later on? Is that the contention of tbe 
hon. member who raised this discussion 7 
After the budS" of 1968-69 when the ban 
was Imposed In 1969, was there not a steady 
deterioration In market conditions? I 
would like to meet his point on this_ 

After the rise In Pcb. 1968, the market 
declined. Over the year 1968, bowever, 
the price rise was about 7.3 per cent. From 
the be81nnlng of 1969, stock prices began to 
rIse and the rale of Increase accelerated 

particularly during the second quarters or 
1969, just before the ban. He knows that. 
The pace of Improvement slackened some· 
what In February and 1n March, the share 
price index shewed a marilDal decline. So 
It was a zIgzag movement, Dot a steady rise 
or a steady fall. 

SHKI S. K. TAPURIAH I A techni-
cal fall has to come to make a correction 
and make It healthy. 

SHRI R. K. KHADILKAR: I do not 
know much of the technicality of market ope-
ratlon8. What I kDOW Is about the economic 
role It plays. If market condltlo!:s arc 
healthy and operallons are carried on wlthlD 
limits, then It can play an effective role In 
stimulating Investment, creating a better 
climate for investment, encouragIng the 
Investment habit In people In the rural 
sector where because of the green revolu-
tion more money has co.ne Into the hands 
of some people. 

As I said, In 1969 the stock prIces agaIn 
began to rise and tho rate of increase accele-
rated, panlcularly during the second quarter 
of 1969. The pace of Improvement slackon-
ed somewhat, In February and March but 
thereafter the Index moved up at a rapid poce 
and by June 14, 1969.-thi. is very sIgnifi-
cant it stood at 99.8. Is It the econtentlon 
of Ihe Hon. Member that thIs steep rise 
showed that markets were operating In the 
manncr they wepe expected to opera te 7 
Why it happened, he knows better perhapl. 
I cannot say. 

I will slve one or two figures and not 
burden the House "lth more. The Increase 
realstered was about 13.5 per cent over tbe 
March end level. The overall rise 10 the 
share price between end-December 1968 and 
mld.June 1969 was about 24 per ceot. Thb 
rise was unprecedented In about five mootha 
and a half. Government had to keep a 
wa tch. So lona as markets are there and 
operations are permitted. some forward trad-
Inll goes on ; Government will bave to 
keep a wa tch over the movement of shares. 
Ir there is comerlnll or If cert.ln other un-
heahhy trend. are visible, that bas to be 
tackled. So Government Was watchlnll. 
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This was the sl tuallon Just before the ban 
was Imposed. 

This could not haw been duo wbolly to 
tbe Improvemeot In the economic sltuallon 
and the optimism generated by tIllI conces-
sions. No doubt, tax concessions did help 
to create certain climate, optimistic climate, 
In the market world, but tbe main factor 
behind tbls Increase was the larle speculative 
activity and build-up of dominant position 
around a few pivotal securities by a few 
powerful operatoR. 

SHRI S. K. TAPURIAH: They were 
all clash operations, not forward tradlnl 
operations. 

SHRI R. K. KHADlLKAR: I am 
comlnl to that. 

He Is perhaps In a beller position to 
know how operators really create a situation 
where those who are poor Investors or those 
who casually go to the stock market, are put 
to a dlsadvantase. 

The volume of outstandinl forward 
business carried over from one settlement 
to another, which durins 1968 averased 
Rs. 15.44 crores per settlement on all the 
five major Stock Exchanges on which forward 
tradlns was allowed, wal hovering around 
RI. 16.65 crorel to Rs. 17.17 crorel till 
Marcb 1969 on all tho Stock Exchanges 
taken tosether. It locreased to RI. 1939 cra-
rei at the eod of April, 1969, then Ihot up to 
Rs. 24.09 crores by the third week of June, 
1969. Over the March lewl, whicb was 
already high, the Increase In carry-over of 
outstandlns forward bUllineSl was 40.3 per 
cont by the tblrd _k of June, 1969. 

This was the condition of the market. 
It Wli not al be deacrlbed. This was whal 
Impelled Goveroment to take tbls drasllc 
slep' 

A t the close of lbe market on 27.6.l969 
when forward tradlnl WII banned. rhe value 
of outslandlns forward business was 

RI. 40.97 ernres. This was really the hec-
tic pbale, 

So, with al\ hll easernelS to leO that 
market operations are permitted on tbe five 
Stock Excbansel and forward Iradlns as 
before Ibould be permitted to be resumed, 
he sbould realise thai a situation WII created 
where the ban was absolutely necell8ry to 
keep control, 110 that tbo activity would 
not 10 to a limit, wbere there mlsb& 
be some type of crash or near-crash 
situation. 

SHRI N. K. SOMANI: It should be 
always short-term. Yoll have operated 
the ban for about a year now. Such dras-
tic remedies are always prescribed for a 
short time. 

SHRI R. K. KHADILKAR: I alrco. 
After the ban was imposed, there were 
leveral representatlonl questioning the 
necesslly of continuing It. That Is the next 
point. Government had to consider whether 
by banning forward market and moblllsini 
potential savini, Ihey could create a better 
climate for Investment. I must emphasize 
that cash tradlnl Is permitted, only forward 
trading Is banned. Even now, cash marketl 
are opera tin., and after the last Budset, If 
I may say 10 It has reflected that our 
economy is poised for a furtber advance. 

SHRI S. K. TAPURIAH I Thll year 
It il poised. Last year it wal unhealtby 
because Shri Morarj! Desai was there. 

SHRI R. K. KHADILKAR I He was 
quite friendly to the private sector people, 
If I may say 50, tbat I. the .eneral Imprel-
slon. 

Wbe n tbe economy Is poised for a 
further advance, whlcb Is a very bealthy 
t o ~  .s reflected by the share quotatlonl 
for cash transactlona. tho point had to be 
considered whether he should lift the baD 
without alvin. further thou.ht. A t Doe 
polot th. Governmen! considered whether 
they could left the ban l~h some restric-
tions or wbether the entire queillon of mar· 
ket operations and tbelr functlonlnlshould 
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be examined by an expert body who were 
well acquainted with these things. Ulti-
mately a Committee was appointed under the 
Chairmanship of former Deputy Governor 
of the Reserve Bank and a well known 
economist, Prof. Anjarla. Unfortunately, he 
died suddenly. He was to have reported 
In two month's time but an extension was 
asked for and granted. They were to repor-
by 2Sth April, 1970 but because of the 
tralledy I referred to, we expect the report 
to be completed by tho end of this month. 

Two points were made-firstly, that It 
has resuited in larae scale unemployment and 
lufferlng ...... (An hon. Member I of small 
people), That Is not correct. 10 all the 
five exchanges tbe total employees; of active 
members Including authorised Clerk, assis-
tants, etc. who help the stock brokers num-
bered 29S3 at the end of June 1969; the 
total employees of the active members as 
OD 15. ll. ~  was 2854. 

SHRI N. K. SOMANI: We are not 
talking of stock exchange plo ~  we are 
talking of brokers, sub· brokers and otber 
small jobbers. 

SHRI KHADILKARI Some hon. Mem-
ber referred at that time to the suffering of 
the embloyees In the stock exchange also. 
So for as the others are concerned. I do not 
think that they have gone out of business. 
I have no fiaures just now with me, but 
there Is no evidence 10 suggest Ihat those 
who were engaged In some sort of activity 
00 the atock exchanges have given it up. 
Unless some evldeoce is shown, I am not 
convinced.... (Interruptions). Afler the 
formal ban on forward trading, Is It the 
contention of the hon. Members that people 
are not stili speculating In some way or the 
other on the market? They do. I have 
got just now the number of active members 
I do not waot to take the time of the 
House. 

AN HON MEMBER I Just like gold. 
smiths, they could Dot chanle their profes-
sion, Have the soldsmlths takcn other 

Jobs? 

SHRI KHADILKAR: Tbere Is po 
comparison between soldsmlths and stoc,k 
exchange people. He Is an artisan. Here 
also the persoos may be hanglns around the 
stock exchanges 80 1001 aa tbey expect 10 
gel some money, Of course. they will not 
get more money. 

Another point was made by the hon, 
Member. After the presentations or tbe 
last budget, we can see the picture of the 
economy. New scheme have been Introduc-
ed for mopping up the ~rur l savings, and 
opening of the market will hel p In Ihat 
respect and that was the point made. II 
appears to me that In the last budget parti-
cularly, new concessions have been given. 
The raising of limit of ~ ptlo  from 
Income t ~ 10 Rs. 3000 In respect of divi-
dends from any Indian company and uoit 
trust income is there ... (/nterruplious,) 
Because of Ihis, {'ertainly our lower middle 
class people would like to go to the market 
for inveslm ent and Ihey must be goins for 
a good reason. I enl trely agree that be-
cause of th~ market there is a certain amo-
unt of liquidity. That is also correct. But 
then It is not pO/.slble for the Government 
to take an im'llediate decision; without 
waiting for the report Government would 
not like to act. Once the Committee Is ap-
pointed, let us see what are the r< commeD-
datlons, and after the report is presented, a 
very careful thought will be glveo to It, and 
Government will take a decision at the pro-
per lime whether the ban should be lifted 
and whether, uoder certaio restrictions, 
forward trading could be allowed. All 
these matters will be considered after the 
presentation of the report, 

SHRI K. TAPURIAH I Can you slve 
an indication of the time? 

SHRI R. K. KHADILKAR: The re-
port will be presented by the end of this 
month. 

SHRI S. K. TAPURIAH l How 1001 
will you take to study the report? 

SHRI R. It KHADILKAR: I canDot 
SlY just now. (Interruption) The operators 
In the market wtn take advantage of any 
clue in such matter. So, al Ihe present 
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JUDCture. I bave no report berore me. Tbere-
fore, I do not know what would be Ihe 
conclusion that tbe Government will ulll-
mately reach and when the decision Ihe 
Government would take. 

Tben, one point was made by Sbrl 
Shlva Chandra Jha. That was made by 
several olher hon. Members also at durer-
ent plalforms. The point was, while keeping 
Ihe Industrial Pollry Resolution and general 
social objectives, whether we should permit 
forward trading at all. This Is the funda-
mental question thaI Shrl Shlva Chandra Jha 
raised. or course that point of view also will 
be taken Inlo consideration wbile taking a 
decision wbether to 11ft the ban, to what 

extent there should be restrictions, how the 
stock exchange needs to be regulated 
In order to serve the objectives and to 
fuctlon, as was pointed out, as a good, heal-
thy barometer. Tbese decisions will be 
taken lit the appropriate time, keeping In 
view all the poInts tbat bave beeu placed 
berore tbe House. 

With these words, I resume my seat. 

18.18 brs. 

The Lck Sabha then adjourned till 
Eleven of the clock on Monda)" Ma)' 18, 
1970jVajsakha 28, 1892 (Saka). 


