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Stock market activity in India reached its higllwater mark during 
World War II. The number of stock exchanges trebled (from 7 to 21 ), 
and in many cities street markets and many outside brokers sprang up 
to participate in the rapidly expanding trade in securities. When 
opportunities for speculation in commodities were narrowed down by 
the promulgation of the Defence of India Rules, ide money found its 
way increasingly into stock market speculation. To prevent this. 
Defence Rule 94C was promulgated in September 1943, but this had 
not the desired effect. It even made matters worse by driving out 
business from regulated to unregulated markets, thus causing exces­ 
sive speculation. As the D. I. R. was bound to lapse after the war, 
it was necessary to decide whether any peace-time regulation of the 
stock market should take its place. It was for helping Government 
to make a decision in this matter that this enquiry has been undertaken. 

The enquiry soon disclosed a serious state of things in the stock 
market, one which clearly demands Government intervention in the 
public interest. At the start it was the stock exchanges that attracted 
sole attention, but it soon became clear that much of the trouble came 
from outside markets and from powerful outside operators (including 
some company directors) who are able to utilise the stock market for 
their selfish ends. What with the many rival stock exchanges com­ 
peting with one another in the same town, and with street markets 
and independent firms pursuing methods calculated to undermine 
whatever regulation has been attempted by the stock exchanges, the 
Indian stock market is today in a very unorganised, even confused, 
state; it may make one wonder how this country which has concen­ 
trated so much on law and order has allowed disorder to continue in 
so important an economic field. 

Not only the organisation of the stock market was found defective; 
its functioning has also often been detrimental to the interests of 
investors and of the national economy as a whole. Safety for dealings 
is largely non-existent and proper provision does not exist for equity 
between parties. Perhaps the most objectionab'e feature is the 
violently fluctuating character of prices in the stock market. This has 
also worked to the detriment of the investing public. Occasionally the 
market is pushed up by reckless bull· operators to unwarranted 
heights, and the crash that necessarily follows leads to wide-spread 
liquidation and loss ; even such a pitiable situation, let it be noted, is 
utilised by powerful bear syndicates to hammer prices down and to 
extort as much money as possible from investors by causing panicky 
selling in the market. This has been going on for long in the Indian 
stock market; this is in fact what has happened between March 1946 
and May, 1947, during which period the market has gone through both 
these phases, bringing large profits to speculators 'but causing vast 
losses to the investing public. No doubt political uncertainties and 
communal wranglings had been at the bottom of the nervousness in 
the stock markets lately, but it cannot be denied that selfish bear 
operators have been aggravating such panic and making capital use of 
it to their selfish advantage. 

What has been described above, cannot now happen in the leading 
-Western countries, and much less in Japan or Australia; because their 
governments keep a tight control over the working of stock exchanges 
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and forcibly curb every effort of speculators to reap profits at the cost 
of the investing public. But in India owing to the stolid loissez faire 
attitude which has long prevailed. Government has not so far seriously 
concerned iself with the work of stock exchanges. In the result, 
powerful vested interests have been created, and those have been 
allowed to utilise the investment market for their selfish profit. 

Many people cannot understand why the trade in the companies' 
shares should be controlled, while the trade in the goods produced by 
the companies is not normally so regulated. They cannot understand 
why the stock market should not be free to regulate itself, as most other 
markets are. They do not realise that the investment market is 
engaged in a work of great public importance. Perhaps not so clear 
to them are the many-sided repercussions of the stock market on the 
price level, on the credit system, on banking and on the national 
economy as a whole. It has to be realized, as the U. S. A. came to 
realize at great cost. that "The stock market is an integral and in­ 
separable part of the national financial system, as important as the 
hanks themselves." To leave to private and unsupervised control 
an economic institution so intimately tied up with the gears that drive 
the wheels of industry and business, is a serious derelection of public 
duty. And who are the parties that now dominate the stock market ? 
Speculators whose interests collide directly with those of the public, and 
company promoters and directors who seek to get rich quick at the 
cost of shareholders and investors generally. 

It is true that in many countries regulation came only after some 
catastrophic events. Only after the fatal Wall Street crash of 1929 and 
a serious banking crisis which resulted in the closing of half the number 
of banks in the U. S. A. did the people of that country make up their 
minds to carry out energetic Federal measures for controlling the stock 
market. But it is not the path of wisdom to wait till the worst happens. 
There is a wise old saying in this country that it is better to keep the 
feet free from mire rather than allow them to wallow in mud and then 
wash them. 

Although India has not had to pass through anything so catas­ 
trophic. the experiences in India since 1943 are adequate to carry 
conviction that the stock market has to be regulated in the national 
interest. A Defence of India regulation was indeed promulgated in 
war time. but as will be shown in the Report it was in no way a 
success. Although it is now nearly two years since hostilities ended, 
conditions in the stock market are still such· as to call for stringent 
regulation even now. Since March. 1D4G, the stock market has passed 
through various phases-first a boom, then a crash and prolonged 
depression. All these tendencies could have been kept under control. 
had there been a proper authority regulating the stock market in times 
of need, and co-ordinating the work of its different sections which often 
function at cross purposes. 

The regulation is needed not for hindering the working of the 
Iorces of supply and demand. but for preventing such forces beiru; 
manipulated by selfish operators for private profit. There are still 
those who pin their faith on the sanctitv of the market, but it is for them 
to show how far the market conforms to the pattern they have in mind. 
Those, who point out how free the London Stock Exchange is, have to 
recognise that the intensity of internal discipline on that exchange has 
ma.de outside interference unnecessary. Can any one make out a 
similar claim for the Indian Stock Exchanges ? 

1t. is not merely the safety of the invest.or that has to be taken into 
account ; the question is much wider. Our immediate national concern 
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. When this enquiry commenced, hardly any published material 11·;is 

available on the subject (except the two Bornay Committee reports. 
which deal with only a single stock exchange). Evidently the subject 
has not so far received any serious attention from economists and 
financial experts. Nor are the stock exchanges themselves interested 
in readily supplying information. \Vhen an industry seeks protection, 
it supplies all relevant data to the Government or the Tariff Board. But 
in the present case, the stock exchanges have sought no protection ; 
it is the public that stand in need of protection against the stock market. 
In spite of the lack of such incentive. most stock exchanges have sent 
1·cpli_es to ~11y questionnaire, but as the replies did not give adequate 
details on important points special enquiries had to be carried out for 
the purpose. A Research Officer was sent out to various centres to 
collect information locally. Enquiries were also made by correspon­ 
dence. I must express my gratitude here to the Presidents of various 
stock exchanges, especially those of Bornbav and Calcutta. for their 
courtesy in answering my queries. Severa] members of the public 
have also sent me data, whether· in reply to my queries or of their own 
accord, and I am grateful to them also. None of these. however, is 
responsible for any of the opinions expressed in this report. I take sole 
responsibility for them. 

..... .a..~ 

A ck 11 ow I t�(lgc111 e n ts . 

is the planned economic development of the country for eradicating the 
~ miserable poverty of our people. The crux of all economic progress is 

capital development and as complete nationalisation is not practicable, 
corporate enterprise has to be utilised for the expansion of economic 
activity. The 'issue and sale of stocks and shares is therefore of prime 
importance to economic planning, and unless this is properly re!?ulated 
in the public interest every attempt at planned development will only 
put more money into the hands of the.few rich persons who have already 
flourished by anti-social means. In this light, the rectification of our 
investment market is an essential preliminary to the launching of any 
plan for economic development. 

The present report deals with the principal aspects of the problem 
and suggests measures which call for urgent consideration. The first 
of these measures is Central legislation and the second-equally 
important-is the setting up of a competent public authority to 
administer the law, because in the absence of suitable machinery for 
this purpose, the most perfect legislation may be futile and may even 
prove injurious, as shown by war-time experience in India. It has 
also been shown that only a Central (Federal) authority could 
administer such law effectively. 

iii 



P. J .T. 3rd July, 1947. 

When the Twentieth Century Fund Inc., of the U. S. A. decided to 
carry out a survey of American security markets in 1934, they employed 
for this work thirty economists with twenty assistants to help them 
and there was besides the expert staff of the Fund itself. Such an 
elaborate survey has not been possible here, and the staff allowed me 
for this enquiry consisted of one Research Offic1' (Mr. P. K. Panikkar) 
and even this on'y till the end of Oc~er, 1946, when the drafting of the 
report had only started. The data collected by him in the course of his 
tours and his notes have been of great use. I had also the assistance 
of one Research Assistant (Mr. T. N. Joseph) who, although engaged 
principally in another piece of work, was able to find time for assisting 
me in the statistical part of this work. These two gentlemen worked 
unsparingly to help me in this difficult work, and I am sincerely 
thankful to them. 

Finally, I shall be failing in my duty if I do not express here my 
heavy debt of gratitude to the President of the New York Stock 
Exchange and to the U. S. Securities and Exchange Commission, 
Philadelphia, for enabling me to study the American system of stock 
market regulation, first when I visited them in 1945 and subsequently 
by answering my many queries. 
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Bombay Stock Exchange. 

3. Benefiting by the experiences of the early sixties the stock 
and share dealers of Bombay began to organise themselves for the safety 
of themselves and the public. In 1875, a Brokers' Association with 
300 members was organised with its office in Dalal Street. In 1877, 
the Native Stock and Share Brokers' Association (which has come to 
be called the "Bombay Stock Exchange") was founded "to support 
and protect the character and status of brokers and to further the 
interests of both Brokers and public dealing in Bombay in stocks, shares 
and like securities and in exchange, to promote honourable practices, 
to discourage and suppress malpractices," etc. This Association was 
formally constituted under an indenture dated 3rd December 1887, and 
had a membership of 361 in 1909. Seth Chunilal Motichand was its 
first President. Till 1914, however, dealings on the Exchange (apart 
from Government securities) were limited to a few textile shares, and 
the trade was not properly organised. 

A.-Historical Survey. 

1. Beginnings of the Stock Market in India: Before 1914. 

The organised security market in India is a comparatively recent 
development. In the year 1933, only three cities in India had Stock 
Exchanges (Bombay, Calcutta and Ahmedabad). There was some 
trade in securities, even in the 18th century, at any rate in Calcutta, 
and contemporary newspapers gave quotations of security prices. But, 
fer long this trade was confined to Government paper and a few Bank 
shares. Although the Indian Companies Act has been in force since 
1866, only after World War I did corporate enterprise become an 
important factor in Indian economy. In 1914-15, there were 2,545 joint 
stock companies in India with a total paid-up capital of Rs. 81 crores ; 
by 1939-40, the number of companies rose to 11,372 and the paid-up 
capital to Rs. 303·7 crores and in the latest year for which figures are 
available (1944-45) the number of companies was 14,859 and the total 
paid-up capital was Rs. 388·9 crores. (See Chapter III.) 

2. After the Government of India came under the Crown in 1858, 
British capital and enterprise flowed freely into the country without 
the checks placed on them by the East India Company, and this resulted 
in the opening of tea and coffee plantations, jute mills and coal mines. 
When the American Civil War (1860-4} stopped cotton supplies to 
Lancashire, prices of Indian cotton went up to record heights, and this 
brought much money into the hands of Bombay cotton dealers and 
some of this flowed into the shares of the numerous joint stock com­ 
panies which were floated in Bomay under the boom conditions which 
then prevailed. Many of these flotations were of an unstable character, 
but share dealings thus became popular and a 'speculative fever' was 
the result. The boom indeed burst in 1865, several companies failed 

... and a severe depression followed. But the expansion of liquid capital 
had certain lasting results and a regular market in securities was one 
of them.' · In 1865, there were as many as 100 share brokers in Bombay, 
the chief of them being Seth Premchand Roychand. 

CHAPTER t 

HISTORY AND PRESENT POSITION OF THE 

INDIAN SECURITY MARKET 



6. World War I gave a great impetus to the growth of stock and 
share dealings. Before that War, dealings in Stock exchanges were 
mostly confined to Government securities. During the War, especially 
after the importation of manufactured articles from England became 
difficult, numerous new companies were floated and some of the war 
savings were invested in them. Owing to the high price of all articles, 
share values also rose to high levels and this attracted the cupidity of 
speculators and. gamblers. Several corners arose, especially in textile 
mill shares. The rise in the value of a membership card of the Bombay 
Stock Exchange from Rs. 2,900 in 1914 to Rs. 48,000 in 1921 gives some 
indication of the boom in the stock market. 

7. When share dealings grew under war-time boom conditions, 
a rival Stock Exchange was started in Bombay in 1917 and another 
in Ahrnedabad in 1920 (Gujerat Share & Stock Exchage). In Madras 
a stock exchange came into being in 1920, with 100 members on th~ 
rolls, for .dealing chiefly in mill shares. But the boom conditions did 
not last long. The slump of 1921 was followed by a sharp fall in share 
prices and by many company failures. The rival stock exchange in 
Bombay had then to be closed down, and the new Madras Stock 
Exchange also became moribund owing to want of business. 

Atlay Committee. 

8. The stock market crash in Bombay that followed the slump 
roused considerable public criticism, the brunt of which fell on the 
authorities of the Bombay Stock Exchange. Public discontent was _..._ · 
voiced in a resolution of the Bombay Legislative Council moved by 
Mr. Havelivalla, calling on Government to appoint a committee to 
enquire into the working of the Bombay Stock Exchange. As a result, 
a committee was appointed by the Bombay Government in 1923 to 

Calcutta Stock Exchange, 

4. In Calcutta also the sixties witnessed a great fillip in economic 
activity. The number of tea and jute companies increased and dealings 
in their shares became important. In 1864, the daily market reports 
of Roussac & Co. gave quotations for as many as 91 joint stock com­ 
panies, tea being the largest group with 38 concerns. For a long time 
dealings were carried on under a neem tree and were of an unorganised 
character. Finally, as a result of the combined efforts of European and 
Indian brokers under the leadership of Messrs. Place, Siddons & Gough, 
a private association called the Calcutta Stock Exchange Association 
was started in 1908, with a membership of 150, and it soon set up its 
office at what is now No. 2, Royal Exchange Place. The business of 
the Association soon expanded and it was subsequently (1923) incor­ 
porated as a joint stock company. 

Ahmedabad Stock Exchange. 

5. After 1880, Ahmedabad forged ahead with a growing textile 
industry under indigenous joint stock enterprise. The need for share 
dealings was felt there, and thus came into being, in 1894, the 
Ahmedabad Share & Stock Brokers' Association, which like the Native 
Stock & Share Brokers' Association of Bombay, is a registered but 
unincorporated non-profit association. 

2. World War I and After. 
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Bombay Legislation. 

9. While action by Government was under contemplation 
speculation again developed on a large scale in Bombay and this led to 
a crash in June 1925, and great panic in the stock exchange followed. 
This strengthened the hands of Government for taking action to control 
forward dealings. Government sought to assume authority to control 
the rule-making power of the Association, and in return to grant to it 
by charter a monopoly of organised trading in securities. But the 
Association did not accept the offer, and the wisdom of this refusal has 

�, since been seriously doubted. 
10. Government, therefore, had no alternative but to enact legis­ 

lation for safeguarding the interests of the public. Accordingly the 
Securities Contracts Control Act of 1925 was passed, by which all 
contracts on the exchange other than ready delivery contracts were 
to be void unless made subject to rules approved by Government. The 
Act came into operation in the city of Bombay on January 1, 1926. Soon 
afterwards, the Native Share & Stock Brokers' Association submitted a 
complete set of rules and regulations for the approval of Government 
and after some deliberation, the rules were sanctioned by Government 
on 14th May 1927. Rule 335 gave the Board of Directors of the Asso­ 
ciation power to intervene in case of emergencies like corners, crises, 
etc. No addition or alterations to or rescinding of the rules could be 
made without the approval of the Government. The powers of control 
thus assumed by Government were not, however, very effective as will 
be shown later. 

~ 11. The Wall Street crash of 1929 and the world economic crisis 
that followed had their repercussions on· Indian stock exchanges, 
'especially after the abandonment of gold standard by the U. K. in 
September 1931. The political turmoils in the years 1930-32 also had 
serious consequences on business activity. Matters came to a crisis in 

enquire into the working of the Bombay Stock Exchange. Sir Wilfred 
Atlay (some time Chairman of the London Stock Exchange) was the 
Chairman of the Committee and Sir Fazalbhoy Currimbhoy, Sir 
Purushotamdas Thakurdas and Mr. Bhulabhai Desai, among others, 
were Members. The Report of the Committee disclosed much laxity 
in the administration of the Bombay Stock Exchange. Rules and 
Regulations were most difficult to ascertain ; some were printed, some 
had never been printed nor published ; and no one, whether member 
of the Association or the public, had any opportunity of ascertaining 
exactly what rules were in force. There was also evidence of supine­ 
ness in enforcing rules and taking disciplinary measures against 
members of the Association. On the question of corners, which "had 
become a recognized phenomenon in the share market of Bombay," the 
Committee found that the existing rules of the Association on the sub­ 
ject were the fundamental cause of all the trouble, and recommended 
their deletion. The Committee was also convinced that for tackling 
corners, the short seller should, in the absence of fraud, be left to pay 
the penalty. The Association agreed to delete the rules in question but 
preferred to place instead the modified rules proposed in the Minority 
Report by Mr. Bhulabhai Desai which gave the Committee of the 
Association power to declare a corner in any share when it is convinced 
that there is going to be a corner, and to suspend all Future dealings 
in it for the then ensuing and the next following vaida. The Associa­ 
tion also agreed to publish its rules and introduce new rules as suggested 
by the Committee. 
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14. The revival in stock exchange business after 1934 in Bombay 
brought to the test the efficacy of the Bombay Act of 1925. Speculators 
became as active as ever and there was a boom in share prices. But 
the boom soon burst (April 1935), and this was followed, in 1936, by a 
fresh crisis resulting from the manipulations of professional jobbers. 
Forward markets were then suspended. Thus, in spite of the Act of 
1925, there were crises in the years 1928, 1930, 1933, 1935 and 1936. 
Public criticism therefore became noisy against the Bombay Stock 
Exchange, and against the Association which managed it. This led 
to a second enquiry early in 1937 by a Committee presided over by 
Mr. W. B. Morison, who too came from the London Stock Exchange. 
The recommendations of the Committee were carefully drawn up. 
Those fall into two groups, one requiring legislation and the other which 
could be implemented directly by the stock exchange under existing law. 
These latter recommendations were accepted by the stock exchange 
authorities, after considerable deliberation. A new set of rules, sub­ 
mitted by the Association for Government approval, were finally sanc­ 
tioned on May 31, 1938. 

15. The recommendations involving legislation were (1) the intro­ 
duction of a compulsory system of margins, (ii) the abolition of blank 
transfers, (iii) the reservation by Government of power to impose rules 
on the Association, (iv) the abolition of the Association's over-riding 
power over the Board of Directors in certain circumstances and (v) 
extension of control over ready delivery contracts and the amendment 

Morison Committee Enquiry. 

A Period of Expansion. 

12. From 1934 economic conditions began to improve. Prices 
again tended to move upward and speculative activity revived. Taking 
advantage of this improvement in business conditions, new stock 
exchanges were started in several cities. The Madras Stock Exchange 
was revived in 1937, with a growing trade largely in plantation and mill 
shares. The rapid increase in the number of textile companies in and 
around Coimbatore, and the fiop.tations of many plantation ventures 
in South India gave strength to the revived stock exchange. In Lahore 
a new stock exchange was started in 1934 and with this later merged 
the Punjab Stock Exchange Ltd. incorporatea in 1936. In 1939, the 
Ahmedabad Share & Stock Brokers' Association was recognised by the 
Government of Bombay under the Securities Contracts Control Act 
and its rules were remodelled on those of the Bombay Stock Exchage. 

13. Rival stock exchanges also came to be set up in Calcutta and 
Bombay. In Calcutta, where the old Stock Exchange carried on only 
cash busine~s, a section of public felt the need for forward dealings, and 
to meet this a new stock exchange (The Bengal Share and Stock 
Exchange Ltd.) was established in 1937, and this adopted forward 
trading in certain securities on the basis of monthly settlements. In 
Bombay too, a new stock exchange, limited by guarantee, under the 
title of the Indian Stock Exchange Ltd. was started in February 1938 
with an influential Board of Directors, consisting of Sir Chunilal B. 
Mehta and others. 

l 933 with the failure of Messrs. Currimbhoy Ebrahim & Sons Ltd., who 
were managing agents for certain textile companies. As a result ..._. 
dealings on forward account were suspended for seven weeks (from 
26th September to 11th November 1933). 
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Minimum Prices for Government Securities Fixed. 

19. Fresh surprises were in store during 1941. The entry of 
Japan into the war caused a serious crisis in the Calcutta Stock 
Exchange and this led to the fixing of minimum prices there for some 
of the speculative scrips. The initial successes of Japan and the menace 
this meant to the safety of India caused a sham decline in the security 
and share prices, and various steps had to be - taken for counteracting 
this. Institutional investors as well as Government were concerned 
about the depreciation in the price of Government securities, beyond 
a certain limit, and therefore on 2nd March 1942, a Gazette Extra­ 
ordinary was issued prohibiting dealings in Government securities below 
fixed minimum prices. Attempts were also made by certain stock 
exchange authorities to fix minimum prices for certain industrial 

3. World War II and After (1940-46). 

17. During the first years of World War II, fluctuations arose in 
the security market in India, but subsequently with the large increase 
of profits due to war orders, share prices also improved and a great 
many new stock exchanges and share bazaars had sprung up for meet­ 
ing the new situation. 

18. For a few months after the outbreak of war, share prices were 
on the up-grade, but with the fall of France in May 1940 stock exchanges 
received a rude shock and as a result, the Calcutta Stock Exchange 
remained closed for six weeks. On 14th June, forward trading was 
closed on the Bombay Stock Exchange and minimum prices were fixed 
for all shares ; special rules for the settlement of transactions in a few 
specified shares were also formulated. 

.4 

16. A reference must be made, at least in passing, to the crisis in 
the Calcutta stock market in 1937, following the tremendous boom in 
the Indian Iron & Steel Co.'s shares. The price of these 
shares, standing below par ms. 912) in June 1936, shot 
up to Rs. 30 by January 1937 and further up to Rs. 79-12-0 
on 6th April 1937. No dividend, let it be noted, had been till then paid 
by the company. About that time, it is true boom conditions prevailed 
also in New York and London; but the position at Calcutta went far 
beyond anything known before in the annals of that market. "For the 
first time in its history, the stock market became the playground for 
all comers. Seized with an insatiable lust for money-making, unini­ 
tiated in the technique of stock speculation, ill-informed as to the 
relative position of and the value of the various speculative shares, the 
man-in-the-street was wildly dragged into the maelstrom of stock 
market boom." After reaching the above record price on 6th April, 
Indian Irons fell abruptly to Rs. 43-4-0 by the end of the month, causing 
immense loss to numerous persons and benefiting only a few clever 
manipulators who had taken full advantage of the pitiable laissez faire 
policy then pursued by Government. · 

Crisis in Calcutta Market. 

of the definition of " ready delivery contract." All these recommenda­ 
tions came under scrutiny and certain decisions were taken in 1938, the 
Congress Ministry had decided to introduce a bill for controlling for­ 
ward dealings, but this did not materialize owing to the Ministry giving 
up office on the outbreak of War. 
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22. In the meantime, numerous new stock exchanges had been 
started in cities and towns. In Ahmedabad, where owing to various 
causes speculative share dealings took deep root, the number of rival 
stock exchanges rose to 6 and in Lahore which witnessed a great ex­ 
pansion of monetary incomes during World War II, the number 
became 5. One of the new stock exchanges in Ahmedabad (the Indian 
Share and General Exchange Association) claimed that as the large 
sums of money in the hands of the public sought channels of invest- 

21. The one patent result of the Ordinance was the growth of 
share dealings outside the stock exchanges, in unorganised share _. 
bazaars (e.g., 'grey' market in Bombay and Ahmedabad, and 'Katni' 
market in Calcutta) free from restrictions imposed on stock exchanges 
by legislation or Ordinance. The business of these outside markets 
soon became much larger than in the organised stock exchanges. In 
Calcutta, the volume of transactions of the ' Katni ' market (just 
outside the Calcutta Stock Exchange) was estimated in 1945 to have 
been as much as ten times that in the official Stock Exchange. Most 
of the business in these outside markets was pure gambling in 
differences, but it was not easy for any Government to detect it. 

New Stock Exchanges. 

Growth of Outside Markets. 

Conrtol of Forward Dealings. 

20. In the meantime the increase of money in circulation without 
a corresponding increase in the quantity of goods resulted in price 
inflation which became serious after the entry of Japan into war, and 
as it was legitimately believed that speculation in commodity and share 
markets had much to do with the growing inflation, measures were 
urged for curbing it. Accordingly early in 1943, the Government of 
India took action by prohibiting forward trade in the commodity 
markets, cotton, oil seeds and bullion, but it was thought that this only 
diverted the attention of speculators to the share market. Although 
the Bombay stock market had been technically on a ready delivery basis 
for some time, it could not work without vaida business, and it is 
believed that forward dealings, in some form or other, were going on, 
under the guise of budla. To cope with such a situation, the Defence 
of India Rule 94C was promulgated on 24th September 1943. This 
Ordinance prohibited all dealings, other than' ready delivery contracts,' 
and limited the period of such contracts to seven days. Stock exchanges 
were prohibited from " permitting or affording facilities " for budla 
transactions. Options were also banned. While the Ordinance ruled 
out forward contracts and budla on the floor of the stock exchange, 
there was nothing to prevent such contracts and budla taking place 
outside the floor and as there was no proper arrangement made for 
administering this Rule, such transactions went on without let or 
hindrance (according to some reports even on the floor of certain stock 
exch~nges). 

scrips, but this was not quite successful in maintaining share prices. 
On October 15, 1942, forward trading was suspended indefinitely on the ._ 
Bombay Stock Exchange. But the situation considerably improved in 
1943 and this improvement was maintained till the end of war, inspite 
of various adverse factors. 
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ment, the need for a new· stock exchange was felt. The claim of 
another in the same town (the Bombay Share and Stock Brokers' 
Association) was that as other stock exchanges in the city dealt in only 
local mills shares, . a new concern was required for trading in outside 
scrips. · Even more plausible reasons were urged by the. new stock 
exchanges in Lahore." One of them, the Lahore Stock Ex~hange ~td., 
stated in its memorandum that as there was, after Japans entry mto 
the war, a scare in the business circles in Bombay and Calcutta, the 
Punjab was felt a safer place for their business. The increase in the 
amounts of money seeking investment was also pointed out as another 
ground. New stock exchanges arose also in Cawnpore (the U. P. Stock 
Exchange Ltd.), Nagpur, Delhi and other centres. Thus, the 
number of stock exchanges increased from seven at the outbreak of 
war to about twenty-one in 1945. (This does not include the un­ 
registered share bazaars and bucket shops which had sprung up in war 
time to do business which no stock exchange would admit). The 
number of exchanges has since fallen in one case by amalgamation 
(Delhi) and in other cases by ceasing to operate in stock dealings (two 
in Ahmedabad). The total number today is about 18 (excluding Indian 
States where two exchanges function, one in Hyderabad and another in 
Bangalore). 

- 23. But this does not tell the whole story of the new stock 
exchanges. With the growth in number of the exchange divergences 
also increased between them regarding constitution, management, 
powers, rules of business, etc. Some are limited liability companies 
registered under the Indian Companies Act; others are private asso­ 
ciations, some registered and others unregistered. Even among the 
limited liability companies, some are private and others public. In 
respect also of the rules regulating the conduct of business, the various 
exchanges differ widely. Many of the older exchanges have fully 
written rules, while some of the newer ones work on unwritten rules 
and usages. The older exchanges confine themselves to trade in 
securities; but the newly started ones, especially some in Ahmedabad 
and one in Lahore, permit also speculation in commodities (cotton, oil 
seeds, etc.) and bullion. Such interlocking of speculation in commo­ 
dities with stock dealings obtained in Germany before 1896; but is not 
now· permitted in any advanced country. 

24. Side by side with the stock exchanges have also sprung up 
two competitors in the security trade, namely street markets and 
independent firms. About the large street markets in Calcutta and 
Bombay mention has already been made. Such share bazaars have 
also sprung up in other cities. Similarly independent firms have also 
been set un to carry on what is called over-the-counter trade. Some 
of these are proprietary firms, while others are incorporated under the 
Indian Companies Act. Besides engaging in stock and share business 
many of these firms speculate also in commodities and bullion, and some 
in addition do banking and managing agency business too. By clever 
publicity methods, they have drawn into their clutches many persons 
interested in making easy money. With large resources partly drawn 
as share capital or as deposits from the public, some of these firms 
have been able to carry on manipulations in commodity and share 
prices, and have become a menace to the organised security market. All 
these developments have been possible, because of the absence of any 
effective regulation by Government in this important field. 

Post-war Developments : Lapse of the D.I.R. 

25. Before closing this historical survey, . we may briefly refer 



27. It may be clear from the foregoing that the security market 
in India is now in a bewildering condition. In many of the leading 
cities of India there is a strange medley of stock exchanges, street bazaars '"' - 
and independent firms. all competing with one another for the trade in 
the same securities. In other countries too, notably in the U. S. A., 
outside markets are recognised, but they operate over a different field 
and do not directly compete with the stock exchanges. There 'tr" in 
many American cities one stock exchange for trade in securities which 
are listed under the rather exacting listing requirements of the ex­ 
change, one curb exchange which admits for tradefsecurities not listed 
on the stock exchange, and a certain number of independent firms doing 
over-the-counter business, i.e. direct sale to or purchase from firms 
over the counter, in respect of certain securities which are traded 
neither on the stock exchange nor on the curb exchange. In India, 
on the other hand, in certain cities there are many competing stock 
exchanges, besides curb markets and many independent dealers. And 
all these are entitled to trade in the same securities and in addition 
some speculate also in bullion and commodities. Such uncontrolled 
developments have brought about inordinate speculation, and have 
given rise to injurious manipulations, as will be shown in Chapter IV. 

28. The _various components of the Indian security market may 
be classified as follows :-(I) Stock Exchanges; (II) Street markets and 
share bazaars and (III) Independent Dealers. 

B. COMPOSITION OF THE INDIAN SECURITY MAR.KET. 

26. The more important of the post-war developments is the boom 
in share prices, which starting in September 1945 grew into serious 
proportions towards the middle of 1946, largely owing to excessive 
optimism generated by various factors, chief among which were the 
flush of money in the hands of the investing public, the absence of 
alternative channels of investment, the rather premature abolition of 
the E.P.T., and not least, the policy of cheap money unaccompanied 
by any positive effort to have it used in productive channels. The 
crisis that followed was serious, especially in Calcutta where a large 
number of mushroom banks that had been making liberal advances on 
shares came to grief and had to close their doors. In Bombay too, 
heavy liquidation resulted. Then followed a sharp decline in share 
prices, aggravated largely by a deterioration in the communal situation 
and by political uncertainties generally. The Calcutta Stock Exchange 
fixed minimum prices for a certain number of, speculative scrips, but 
this proved ineffective. Speculation in unofficial markets at Calcutta 
and unseemly bear selling in the Bombay market brought about almost 
a landslide in share prices in May 1947. It was thus made clear how 
weak stock exchanges can be when their members are out to get rich 
quick, at the cost of the investing public. 

Share Boom 1946-and Decline 1947. 

here to important developments connected with the stock market after 
the termination of war. One of them is the lanse of D.I.R. 94C at the .__ 
end of September 1946. The ban on forward -trading was thus lifted 
arid the exchanges were free to return to their pre-Ordinance modes of 
business. But in practice no serious change was involved by this, 
seeing that the D.I.R. was so extensively evaded even when it was in 
operation, as shown above. 
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29. A distinction may be drawn between the two stock exchanges 
recognised by Government arid others not so recognised, but a more 
reasonable basis of classification will be the nature of organisation of the 
stock exchanges. 

30. The oldest of the Indian stock exchanges were organised as 
private non-profit associations. Subsequently when the Indian 
Companies Act (1913) came into force, incorporation came much into 
vogue, one of the private associations (the Calcutta Stock Exchange) 
got itself incorporated, and new exchanges were organised as joint 
stock companies. Thus of the 18 stock exchanges working now, 5 are 
private associations and 13 are joint stock companies. Stock exchanges 
in India may therefore be classified under two categories :- 

(A) Private Associations, and 
(B) Joint Stock Companies. 

31. A. Private Associations. 
(i) Registered Stock Exchange Associations recognised by 

Government. 
(1) The Native Share and Stock Brokers' Association, 

Bombay. (Bombay Stock Exchange). 
(2) Ahmedabad Share and Stock Brokers' Association, 

Ahmadabad. (Ahmedabad Stock Exchange). 
(ii) Other Private Associations, some registered. 

(1) Gujerat Share and Stock Exchange, Ahmedabad. 
(2) Bombay Share & Stock Brokers' Association, 

Ahmedabad. 
(3) Indian Share & General Exchange Association, 

Ahmedabad. 
(It must be noted that although all the five above are private associa­ 
tions, the distinction between the two classes of Associations is funda­ 
mental, seeing that the former (A i) works under fully codified rules 
recognised by Government, while the latter (A ii) have only partially 
codified rules, and are not recognised by· Government. The fact that 
some of the Private Associations under (A ii) are, not registered is 
also important). 

32. B. Limited Liability Companies. 
Limited liability companies, some private companies and others 

public ; most of them limited by share capital and one limited by 
guarantee. The great majority of the stock exchanges in India are of 
this category. These range from the Calcutta Stock Exchange Ltd., 
with 256 member firms, to small incipient concerns with hardly a dozen 
members. The following thirteen stock exchanges are of this 
category:- 

1. The Calcutta Stock Exchange Ltd., Calcutta. 
2. The Bengal Share & Stock Exchange Ltd., Calcutta. 
3. The Stock Exchange Association of Bengal Ltd., Calcutta. 
4. The Indian Stock Exchange Ltd., Bombay. 
5. The Madras Stock Exchange Ltd., Madras. 
6. The Punjab Stock Exchange, Ltd., Lahore. 
7. The Punjab Stock & Share Brokers' Association Ltd., 

Lahore. 
8. The Lahore Stock Exchange Ltd., Lahore. 
9. The Lahore Central Stock Exchange Ltd., Lahore. 

10. The All-India Stock Exchange Ltd., Lahore. 
11. The Delhi Stock Exchange Ltd., Delhi. 

..... .. I. STOCK EXCHANGES . 
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III. Independent Dealers. 

35. Independent dealers engaged in over-the-counter trade ; some 
are incorporated, others private. Some of these deal in commodities 
and bullion as well, and in the case of some share dealings are only 
a side-line. 

36. Some explanation may be apposite here regarding curbs or 
street markets and the independent dealers. The term ' Curb ' has 
long been in use in the U. S~ A. to denote stock markets in the open 
street. One of the earliest of these curbs is that of New York which 
met for long in Broad Street, and worked with little or no organisation. 
The brokers met in the middle of the street and the trades were com­ 
municated to th~!r offices by agents who looked on at the scene from 
the windows of)Jmilding on each side. Owing to the public outcry 
against frauds long practised on the Curb, an enquiry was made early 
in the present century, and as a result the New York Curb Association 
was organised with fixed rules and membership. In 1921, the Curb 
moved into a five-story building and soon became a well-organised 
exchange, second only to the New York Stock Exchange in the U.S. A. 
in volume of business. It has a separate list of securities, mostly con­ 
nected with oil and mining. Generally new and unseasoned securities 
and securities which cannot comply with stricter listing requirements 
of the New York Exchange come to be listed at the Curb. Thereby this 
market has become " the great crucible in which are tested the thousand 
and one hasty stock floatations of each new era of expansion in the 
country." In New York the stock exchange and the curb exchange 
work on a complementary basis, as mentioned above. But in India, 
the Curbs are still in an unregenerate condition, serving as a serious 
obstacle to orderly-stock and share trade in the organised stock market. 

37. The "Independent Dealers" mentioned as the third division 
of the Indian stock market corresponds to the over-the-counter market 
of the U. S. A. Here again, the ~difference is great seeing that while 
independent firms in those countries have been brought under strict 
regulation like the stock exchanges and operate in a field marked out 
for them, similar firms in India are entirely unregulated and unequal 
competition has been taking place, with injurious consequences (as 
will be shown in chapter VI) between these unregulated firms and the 
regulated market. 

C. A Survey of the Security Market. 

38. We will now make a rapid survey of the security markets in 
different parts of India so as to give some idea of their general position. 

39. Bombay and Calcutta are naturally the largest centres of the 
Indian security market and are responsible for the great bulk of the 
stock dealings in the country. Bombay began chiefly as a market for 
textile shares, but it is today a national market, with issues of many 
kinds and from various parts of India in its trading list. Two Stock 
Exchanges now function in Bombay, and there is also an active curb, 
the 'Grey Market.' The Native Share & Stock Brokers' Association, 

12. The U. P. Stock Exchange Ltd., Cawnpore. 
13. The Nagpur Stock Exchange Ltd., Nagpur. 

JI. Street Markets and Share Bazaars. 

34. Somejjn cities with well established exchanges (Katni Market 
in Calcutta, Grey Market in Bombay), and others in small towns with 
no stock exchanges. 
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(the "Bombay Stock Exchange") still occupies a premier position in 
the country and has the largest membership (about 500 members). 
It is a voluntary non-profit registered association of stock-brokers. It 
has a large forward market, besides cash dealings. This exchange has 
had the guidance of shrewd businessmen from its inception and 
Mr. K. R. P. Shroff has been its President since 1923. The Indian Stock 
Exchange, which began to function in 1938, is a limited liability co~­ 
pany, and Sir Chunilal B. Mehta has been its chief leader. This 
Exchange also deals in nearly the same securities as the Bombay Stock 
Exchange. 

40. In Calcutta there are three stock exchanges. The largest of 
them, the Calcutta Stock Exchange, is a national market, It has long 
been specializing in jute, coal, tea and mining shares. On its trading 
list are as many as 864 issues of 629 companies. This exchange ·is 

· composed of 256 firms consisting of 980 persons. It is a limited liabi­ 
lity company, controlled by its Board of Directors. The trade on the 
exchange is on a cash, or ready delivery basis, and dealings are 
permitted only'lsecurities listed under its regulations. Two other stock 
exchanges have lately come into being in Calcutta. Of these, the 
Bengal Share and Stock Exchange, Ltd., provides a forward market 
as well as a cash market in the same securities listed in the Calcutta 
Stock Exchange. The business on it was suspended in war time owing 
to the prohibition of forward dealings. The other concern, the Stock 
Exchange Association of Bengal, Ltd .. is largely modelled on the 
Calcutta Stock Exchange, except that it has no listing regulations and 
allows term-business (which is something like forward business). 

41. Over and above these three rival stock exchanges, there is 
also at Calcutta a large street market called 'Katni,' working just 
outside the Calcutta Stock Exchange, carrying on dealings in the same 
scrips and exerting a powerful influence on the organised security 
market itself. The volume of transactions in this market can be seen 
from the fact that the unit of business in the Katni is 1,000 shares, when 
itjs 100 on organised stock exchanges. But the shares traded in are 
neither delivered nor paid for, and therefore it is practicallya gambling 
market. Although it is thus a serious menace to the Calcutta Stock 
Exchange, many members of this Exchange are working in the Katni 
too. Regular membership is said to number about 300. There are also 
rules and regulations, membership fees, etc. 

42. Independent broking firms in Calcutta are more numerous 
and powerful. Although they are independent of the organised stock 
market, they influence it in many ways as will be shown elsewhere. 
The National Share Exchange, Ltd., Bengal Share Dealers' Syndicate 
Ltd., and Share Exchange Corporation Ltd., are some of the leading 
firms of this category. Several of these firms are registered under the 
Indian Companies Act, but many others are partnerships or proprietary 
firms. Some of them have raised large funds by receiving deposits from 
the public. With such funds, they deal in shares extensively whether 
as brokers, dealers or as both. Some of them function also as issue 
houses and underwriting firms, and have a large hand in stagging 
operations. It is through such agencies that unscrupulous company 
promoters and managing agents push doubtful securities on the 
market, often in collusion with stock exchange members. Such firms 
also take an active hand in manipulating share prices. In some ways, 
they are a larger menace to the organised security market than street 
markets and share bazaars. 

43. The Madras Stock Exchange provides for trade chiefly in 
plantation and local textile shares, but there is a large trade in various 
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inter-market counters also in Madras. There are no· rival stock ex­ 
changes there, nor unorganised share bazaars as in Calcutta and 
Bombay. 

44. In Ahmedabad, six rival stock exchanges worked side by side 
in 1945, but two of them have since disappeared. Only the recognised 
stock exchanges, namely the Ahmedabad Share Brokers' Association 
has got proper rules and has strict listing requirements. The only 
other two exchanges worth noting are the Gujerat Share & Stock 
Exchange, which was started in 1920 and the Bombay Share & Stock 
Brokers' Association, which came into being in 1943. Both have en­ 
rolled several hundreds of members including a few lawyers; bankers 
and accountants, but active members are few, and the total business 
not considerable. The other concerns do not confine themselves to 
trade in securities, but also permit speculation in bullion and 
commodities. 

45. Lahore has five rival stock exchanges working side by side 
trading in the same securities and competing with one another. Unlike 
exchanges in Ahmedabad, they are all registered under the Indian 
Companies Act. Three of them are concerned exclusively with stock 
dealings whilst the other two are reported to permit muliple trade as 
in the case of the Ahmedabad exchanges mentioned above. 

46. In Delhi two Stock Exchanges were started in war-time, but 
they are under amalgamation. In Cawnpore and Nagpur there is only 
one stock exchange each, although there are independent firms com­ 
peting in the share trade. These are all companies limited by share 
capital. While in Delhi and Nagpur, the market confines itself to cash 
or ready delivery business, the U. P. Stock Exchange Ltd., Cawnpore 
carries on both cash and forward business. Cawnpore specialises in 
sugar shares. Neither in Lahore nor in the cities just mentioned are 
any listing requirements insisted on by stock exchange authorities. 
The admission of scrips i.s left to the discretion of the managing 
committee. 

47. In several towns. not large enough to have regular stock 
exchanges, there are unorganised share bazaars, and brokers and dealers 
there operate in them. Such share bazaars are found at Karachi, 
Poona, Ahmedabad, Madura, Coimbatore and Karaikudi. 

48. Among Indian States, Hyderabad and- Mysore can claim to 
have made a beginning in this line. The Hyderabad Stock Exchange, 
started in 1944. is an incorporated association limited by guarantee ; 
it is regulated by the Hyderabad Securities Contracts Control Act. k 
~malt "S4;g~h exehaage--has··also spFung.,up .in Bangalore.G+ty. 

49. It may be clear from the above account that the security 
market in India is in a parlous state. In not less than four cities rival 
stock exchanges are working side by side and in addition there are 
also street markets and independent firms dealing in the same securities 
as stock exchanges. In other countries such a state of things will not 
be tolerated as there are laws regulating the stock market and competent 
authorities to administer them. But in India, a laissez faire policy has 
been pursued by Government for long. Only in one Province- has ·some 
legislation been carried out for resrulating the trade in securities, as we 
have seen, and even this is of very limited scope. 



3. Like the New York Stock Exchange, the two recognised stock 
exchanges, i.e., the Native Share & Stock Brokers' Association ("the 
Bombay Stock Exchange") and Ahmedabad Share & Stock Brokers' 
Association ("the Ahmedabad Stock Exchange") are unincorporated 
but registered non-profit associations. They are governed and regu­ 
lated by their deeds of association and rules and bye-laws approved by 
the Bombay Government, under the Securities Contracts Control Act, 
1925. Their constitution, rules and bye-laws are similar. 

4. For the membership of these stock exchanges, there is no share 
qualification required. Membership of the Bombay Stock Exchange can 
either be acquired by the purchase of a card or be inherited by the legal 
heir of a deceased member. Application for membership should be 
recommended by two members of five years' standing. Election is by 
ballot and is required to be carried by three-fourths of the members 
of the governing board present. Membership is open only to natives 
of India and British subjects of Bombay Province. A candidate for 

.. membership has to satisfy the Board regarding his character, status 
and financial stability. New Members have to deposit a sum of 
Rs. 20,000 in cash or in approved securities, but this is returned if the 
member does not engage himself in forward business. A person is not 
eligible for membership if he is engaged either as member or as employee, 
in any business other than a stock and share broker, a general financial 
broker or a bullion and exchange broker. This restriction however 
does not apply to persons who were enrolled members before 1926, but 
applies to their successors who seek membership. Similarly members 
are prohibited from being member or subscriber or shareholder or even 
ciebenture holder of any other association where dealings in share and 
securities are carried on. Such restrictions, it is believed, led to the 
foundation of the Indian Stock Exchange Limited, Bombay. As the 
membership rules of the Ahmedabad Stock Exchange are the same as 
those of the Bombay Stock Exchange, they need not be dealt with here 
separately. 

5. The London Stock Exchange is also a voluntary, unincor­ 
porated association. It is not incorporated .in any form--:-by charter, 
by Act of Parliament or under the Companies Act. ~ut it was from 
the beginning under a dual control-that of the proprietors or share­ 
holders, represented by a body of nine Trustees and Managers, and the 

Private Associations. 

CONSTITUTION. 

As shown in Chapter I, the stock exchanges in India fall into two 
groups-(A) Private Associations}wo of them recognised by Provincial 
Government (Bombay) ; (B) limited liability companies. 

2. It is proposed to make in this chapter a brief survey of the 
salient features of the constitution and administration of the various 
stock exchanges. A more detailed account regarding two important 
stock exchanges, one from group A and one from group B, are given 
in an appendix. 

CHAPTER II. 

CONSTITUTION AND MANAGEMENT OF 

STOCK EXCHANGES. 



Constitution.-6. Stock Exchanges in this group being joint 
stock companies, their power to make rules and regulations are derived 
from the memorandum and the articles of association of the company. 
Even in the one Province (Bombay) where there is a special statute 
empowering the recognition and regulation of stock exchanges, none 
of the exchanges in this group has been recognised or brought under 
regulation. The management and regulation of these exchanges is 
completely vested in the directorate of the company. Most of the 
exchanges are public limited companies, while a few are private 
limited. In regard to the limitation of liability, it may be stated that 
the liability of members of all the exchanges except one is limited by 
share capital. The one exception is the Indian Stock Exchange in 
Bombay, in the case of which the liability is limited by guarantee, i.e., 
a member is answerable to a liability only equivalent to the guarantee 
which . he has undertaken. 

7. Share qualtfication for membership is a fundamental feature 
of this group of exchanges. But the stock exchange companies stand 
in a different position, in many ways, from other limited liability 
companies. In the first place, their shares are not freely marketed nor 
marketable, unlike other company shares which are the very objects 
of the trade in exchanges. There are also restrictions regarding the 
number of shares which could be held by a member. In the case of 
most exchanges no member is allowed to have more than one share. 
The transfer of that share is restricted to persons having special 
qualifications. The transferee has to satisfy the directorate that he 
possesses all the qualifications prescribed for members. 

8. Another important difference between ordinary joint stock 
companies and stock exchange companies is that while the liability of 
a shareholder in the former is limited to the full value of the share, the 
liability of the stock exchange company shareholder goes further; he 
will have to make further payments which may be decided by the 
Directorate of the company from time to time. Therefore though it is 
by virtue of membership, the liability is an unknown and variable one. 
In this respect, the position of the stock exchange shareholder is rather 
anomalous, and contravenes the very principle of incorporation, and 
of limited liability. Even if the transferee agrees to such terms, it is 
left to the absolute discretion of the company's directorate to enrol him 
as a shareholder. 

9. There are also other peculiar features attaching to the stock 
exchange company shares. In the first place, despite their abnormal 

Company Exchanges. 

members r~pr~sented by the Committee for General Purposes. The 
former mamtam the exchange building and equipment and fix and ._ 
col~ect the fee~ and subscriptions. The latter is in charge of the regu- 
lation of busmess, the enforcement of rules and the admission of 
securities. This 'dual control,' of which there has been much contro- 
versy, has lately (1945) been modified, with a view to greater co­ 
ordination of work. Another difference between the Bombay and 
London exchanges is that the latter has a share qualification for 
membership. The present capital of the company is £ 720,000 
represented by 20,000 shares on which £36 is credited as paid-up. 
The shares are quoted in the Stock Exchange Official List. Every 
member has. to hold at least one share but no member can hold more 
than 200 shares. 'The present membership of the London Stock 
Exchange is roughly 4,000. 

14 



10. As regards the enrolment of members, the main principles 
adopted by the company stock exchanges are more or less similar. 
Every exchange being an incorporated company, registered holding of 
one of its shares is a necessary qualification and condition for member­ 
ship. An important feature in the acquisition of a stock exchange 
share may be noted here, as there is some difference between these 
companies and other public limited companies. Stock Exchange Com­ 
panies do not generally issue fully their authorised number of shares 
of different kinds at their respective face values. They generally issue 
shares at their face value only to those members who had joined as 
members of the Association prior to its incorporation and registration : 
in other words only to its founders. The remaining shares are kept in 
reserve to be sold very sparingly in future at the discretion of the 
Directorate, and at a higher price than the face value. It has been the 
practice of these exchanges to sell such reserved shares subsequently 
by calling for secret tenders. The result has been an abnormal and 
absurd inflation of. the prices of these shares. For example, the 
Calcutta Stock Exchange has not issued any share in recent times for 

-'- any price below Rs. 32,000, although its face value is only Rs. 1,000. 
It is also reported that at present a share is not available for any price 
less than Rs. 1,00,000. (This rigidity in the enrolment of members 
seems to have been one of the causes provoking others to start rival 
exchanges in a town.) Thus, the face value of a share has no signi­ 
ficance or bearing on the admission of a candidate to membership; the 
share is only similar to an admission card of the exchanges under A 
group, which has also gone up in value. (The membership card of the 
Bombay Stock Exchange was sold at Rs. 48,000 in 1920, and although 
it fell subsequently and had remained about Rs. 20,000 for long, it has 
again risen and is round about Rs. 40,000). 

11. Besides the share qualification, there are certain additional 
requirements for membership and these along with the mode of enrol­ 
ment vary among the exchanges. On the Calcutta Stock Exchange and 
the Madras Stock Exchange, there are two classes of members, namely 
the Founder Members and the Ordinary Members. The Founder 

:; Members of the Calcutta Stock Exchange were the members of the 
original unincorporated Association whose properties the present com­ 
pany had taken up at its inception. In lieu of surrendering their 
assets in the old exchange they were given shares without further 
payment, one to each whether individual or firm, to become automati- 

prices, shares are not treated as an asset of the shareholder in respect 
of his creditors whether outside or inside the company. Secondly, a 
stock exchange company share is compulsorily forfeited to the company, 
by a decision of the directorate to that effect, for default or non­ 
fulfilment of obligations arising out of stock exchange transactions 
between members. Thirdly shares may also be forfeited for the breach 
of rules and bye-laws of the stock exchange. Although such powers 
of forfeiture of share capital have been claimed and exercised by the 
stock exchange companies, its legal validity is still doubtful. Law 
suits involving this point are pending before the Calcutta High Court, 
against the Calcutta Stock Exchange. Serious repercussions may be 

·expected on the Indian Security Market, if these law suits are decided 
against the stock exchange concerned. 

These above features have a vital bearing on the constitution and 
membership of the stock exchanges of this group. 

Membership Rules. 

-~ 
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cally the members of the new exchange. They were also exempted 
froI? the payment of the entrance fee ; . but they are to pay like the a::_ 

ordmary members the annual subscription and the other payments 
fixed by the Directorate from time to time. . 

12. Ii;i .regard to the. enrolment of .ordinary members, the proce­ 
dure, conditions and requirements are different. Any one who desires 
to become an ordinary member is to be elected by the committee on 
the recommendation of two members of the Association. On enquiry 
if the committee is satisfied as to his conduct, financial status and other 
conditions he may be elected. An elected candidate is to' acquire a 
share either from an existing holder or from the company directly if 
available and get it registered in his name. Unlike Founder Members, 
he is required to pay an entrance· fee of Rs. 5,000 and the other sub­ 
scriptions fixed by the Directorate from time to time. Nomination of 
membership is allowed in favour of a legal heir and in the case of joint 
Hindu family in favour of any member of the family. 

13. The position of membership on Madras Stock Exchange is 
different. There, the two classes of shares, i.e., Founder shares and 
Ordinary shares are of different values, privileges and legal incidence 
in their relation to the respective memberships. The stock exchange 
company is authorised by virtue of its memorandum of association to 
issue 12 Founder Shares of Rs. 500 each and 38 Ordinary Shares of 
Rs. 1,000 each. But neither the ordinary shares nor even the Founder 
shares have been completely issued. A share of either class, therefore, 
may be available to anyone seeking membership. Thus, several years 
after the establishment of the institution one can become a founder 
member of the Madras Stock Exchange. As in Calcutta, an applicant 
for membership is to be elected by the Council of Management. But 
no applicant to a founder membership can be elected unless all the 
existing Founder Members have given their unanimous consent prior 
to such election. An application for ordinary membership is only to 
be passed by a majority of two-thirds of the members of the Council 
of Management. The elected candidate is to procure a share either 
from the company or from an existing holder and get it registered in 
his name. He is also to deposit a cash security of Rs. 10,000 with the 
company in addition to the payment of the usual subscriptions fixed 
by the Committee from time to time. If a member dies wihout nomi- �- 
nating his successor, his legal heir is permitted to nominate either 
himself or any member of his family. Nomination by a member firm 
whether partnership or company is also allowed in favour of any other 
firm purchasing the rights of the former. 

14. All the other exchanges too in the group, with the exception 
of the Indian Stock Exchange, have their respective share-capitals 
divided into a definite number of shares. But they have only one class 
of shares and as such only one class of members. Here also, every 
company has been found to have issued shares at their face value only 
to a few members who were there at the inception of the company. 
Their practice in further issue is to sell the shares sparingly either by 
calling tenders or at a price fixed by the Directorate from time to time 
in their discretion. Their principles and method of enrolment of 
members are similar to that of the Stock Exchange of Calcutta. In 
the U. P. Stock Exchange, in addition to the holding of a share and 
payment of an entrance fee (Rs. 250-500), a member is required to 
deposit a cash security of Rs. 5,000. 

15. The position of membership in the Indian Stock Exchange 
is different from that of any other stock exchange in British India. This 
company has no share capital and its liability is limited only by 
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17. Although various restrictions, financial and other, have been 
imposed on membership as shown above, it cannot be said that these 
restrictions have led to reasonable standards being maintained. Mem­ 
bers of Stock Exchanges have heavy responsibilities. As advisers of 
the clients they have to study carefully the changing conditions of 
the various companies and public bodies whose issues are traded in 
on the exchange. Especially in these days of complex economic and 
political developments, not only business training and experience, but 
a certain minimum standard of education and training must be consi­ 
dered essential for membership. But the rules of even our leading 
stock exchanges do not insist on such qualifications, and any moneyed 
man can become a member by purchasing a card or share. Many also 

-�- inherit membership, but there 'is no assurance that ability is also 
inherited. There are indeed member-firms in Bombay and Calcutta 
which can hold their own with similar firms in London or New York, 
but a large number are not competent for the profession arid some are 
even illiterate. · 

18. In order to give competent advice to their clients, many 
member-firms in London and New York, maintain expert staffs for 
collecting full data regarding the condition of the various companies 
whose issues are traded in on the exchange. The position of the 
member-firms in India in this respect is (with few exceptions) 
deplorable. 

19. There is provision on many stock exchanges for the appoint­ 
ment of clerks and member-assistants. They transact business as the 
agents of members on the floor of the exchange. On the London Stock 
Exchange, authorised clerks are· given opportunities to obtain training 
and a certain number of memberships are reserved for them; certain 

.- concessions are also given to them. Such facilities are not provided 
to this class of people on Indian stock exchanges, and their emoluments 
being low they are tempted to supplement their earnings by carrying 
on speculative dealings on their own accounts, and this has led to 
harmful consequences. 

Membership in Practice, 

guarantee; and members are only to undertake to pay Rs. 100 toll,'.ards 
loss, if any in the event of winding up. Any one seeking membership, 
therefore, has no share value to pay ; but he is required to pay an 
entrance fee of Rs. 5,000 and a cash security of an equal amount. The 
procedure in the election to a membership is also somewhat different. 
A. candidate seeking membership is only to apply to the Directorate 
with the entrance fees and the Directorate can admit or reject him in 
their discretion without any reference to the 'Associatlon. - 

16. Unlike the exchanges under A group, no exchange in this 
group with the exception of two, namely the Calcutta Stock Exchange 
and the U. P. Stock Exchange, Cawnpore, prohibits its members from 

. engaging in any other profession along with the membership of the 
exchange. Members of Calcutta Stock Exchange and the U. P. Stock 
Exchange are strictly forbidden from engaging whether as principal 
or employee in any other profession ~· than stock-broking. But 
members of every exchange are forbidden from becoming members of 
any other rival exchange in the same town ; they are prohibited even 
from doing any trade in stocks and shares with the members of the 
latter. 
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21. On the London Stock Exchange, as is well known, the mem­ 
bers are divided into two classes-Brokers and Jobbers. Each year 
members have to declare to which class they propose to belong. The 
jobber is essentially a dealer and is not allowed to deal directly with the 
public. The broker acts as an agent between the public and the jobber 
and works for a commission. The broker may match orders, but even 
for this he must put them through the books of the jobber and pay a 
small fee for the service. The jobber is thus a professional speculator, 
and generally specialises in a limited number of securities. Such a 
division between broker and jobber solves the inevitable conflict of 
interests which would arise if the broker who is an agent of the cus­ 
tomer is also the dealer and thus acts as a principal to him (customer). 
The enormous number of issues traded in the London market also 
makes the jobber system there a necessity. '.. 

· 22. On the New York Stock Exchange, such a clear cut division 
between brokers and jobbers does not exist. There are commission 
brokers, two-dollar brokers, specialists, odd-lot dealers and floor traders. 
The two latter may be compared to the London jobbers ; but the jobber 
in London occupies a much more important place than the odd-lot 
dealer and floor trader in New York. In the elaborate scheme of stock 
market reform recommended by the Twentieth Century Fund Inc. in 
1934, a similar division as in London was proposed for New York. But �- 
this recommendation was not accepted on the ground that it would 
seriously disrupt the financial machinery of the country. It is also 
thought by some (e.g. Van Antwerp) that the New York practice of 
" a host of jobbers actively bidding and offering by gesture, and without 
collusion and each thereby contributing to the making of the freest 
possible market and the closest possible price " is superior to the 
London system ("The Stock Exchange from within" 1914). 

23. On Indian stock exchanges, it has been found difficult to 
classify members as brokers and jobbers. Members of Indian stock 
exchanges are allowed to work both as broker and dealer. This has 
led to abuses and ways can perhaps be found as will be explained later 
for preventing such abuses without going the length of adopting the 
clear-cut separation between brokers and jobbers. 

Taravanivalas. 

24. There is, however, something like an "W"fficial divisien of 
members on the Bombay Stock Exchange between commission brokers 
and taravanivalas. But this division is not at all rigid and nothing 
binds a broker from dealing at the same time on his own account. The 

Brokers and Jobbers. 

Partnerships. 

· 20. Members ~an form partnerships. In Bombay permission to 
deal as a partnership must be obtained in writing from the Governing 
Board. A member can also enter mto partnership with his son or 
sons, but the latter must be otherwise eligible for membership in all 
respects. Not only are members prohibited from entering into partner­ 
ship with non-members, but even borrowing of money or scrips from 
non-members on certain terms is prohibited. On the Calcutta Stock 
Exchange, although members are not required to register their partner­ 
ship firm, they have to obtain permission for the partner to use the 
rooms of the Exchange by paying an entrance fee. 
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taravanivala deals on his own account and not on behalf of clients. 
-~ Like the specialists of New York, the taravanivalas generally spec:ialise 

in one or two securities and carry on buying and selling at a particular 
cost. However, the resemblance between them and the jobbers of London 
is more formal than real. The difference has been well brought out by 
Mr. A. D. Shroff, who worked for twelve years on the Bombay Stock 
Exchange: "Their (taravanivala's) business is entirely of a parasitic 
nature-they rush in to buy or sell according as they find bonafide 
brokers trying to execute buying or selling orders. Their operations 
necessarily result in price movements almost always to the detriment of 
clients buying or selling. The London jobber is paid his ' turn ' for the 
service he renders in making a price for a reasonable lot of the stocks he 
deals in. But in our market the parasite of a taravanivala is always an 
unnecessary obstruction to the fair execution of the clientele business 
and often a toll gather of a size in commensurate with the risks he runs. 
Besides, as all the operations of these dealers are essential for a settle­ 
ment of difference with absolutely no intention to pay for a single share 
purchased or deliver a single share sold. The size of their operations 
has no reference to the value of the stock sold or purchased and conse­ 
quently the operations are limited only by the avidity of the dealer." 
The Morison Committee made some recommendations for checking the 
taravanivalas' manipulating methods, and these were embodied in the 
stock exchange rules, but this reform does not seem to have produced 
the expected results. 

25. Various attempts were made in Bomay to make a water-tight 
division between brokers and jobbers. In 1935 the President of the 
Bombay Stock Exchange wrote in the course of a communication to 
the Times of India : " If persons of sound financial standing would 
come forward to work as jobbers on the Bombay market in the same 
way as they work in London, I would be prepared to recommend to my 
association UJ admit them to the trading ring, even if they do not buy 
a card which is valued at Rs. 20,000 today." It is not known that any 
people availed themselves of this sporting offer. 

Remisiers. 

26. Another serious abuse on the Bombay Stock Exchange is 
-t.. connected with "Remisiers" (runners) employed by brokers to canvass 

business in return for half the brokerage commission. (Hence the 
term "half-commission men." They have also been called 'touts'). 
They are not allowed to sign contracts in their own. name or even on 
behalf of their employers. They are also prohibited from dealing on 
the floor on behalf of their employers. Nevertheless these remisiers 
have drawn many unwary persons into the whirlwind of speculation 
and thus have brought the stock market into disrepute. The authori­ 
ties of the Bombay exchange have indeed tried to place restrictions on 
remisiers. The Morison Committee recommended that the Remisiers 
must be compelled to make a deposit of Rs. 5,000 with the Association 
authorities as a guarantee of good faith, to pay an annual subscription 
to the Association and to sever their connection with any other business. 
The Governing Board of the Bombay Stock Exchange agreed to insist 
on the deposit from remisiers, but could not agree to levying a subscrip­ 
tion from them in all cases. 

4 ADMINISTRATION. 

Governing Boards. 

27. The management of the stock exchanges is vested in a govern­ 
ing body called ' Governing Board ' in the Bombay Stock Exchange, 
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30. On the New York and London stock exchanges, there are 
'numerous sub-committees for looking after the day-to-day activities of 
the exchange. In the Indian stock exchanges also this procedure is 
adopted, although to a limited extent. In the Bombay Stock Exchange 
there are three committees, one for Arbitration, another regarding 
Defaulters and one for Listing arrangements. These committees are 
elected and appointed by the general body. The Arbitration Com­ 
mittee is composed of sixteen members, elected at a general body 
meeting. All claims and disputes between members arising out of ~- 
transactions done under the rules are reported to this committee. 
Thereupon, adjudicators are appointed. The award of the Governing 
Board is final and binding. Members who do not abide by the judg- 
ment may be expelled by the Exchange. The Defaulters' Committee, 

Committees. 

29. Complicated problems have arisen in connection with the 
management of the company stock exchanges. The chief source of the 
complication is that the Managing Board of the Stock Exchange is the 
same as the Directorate of the Company. In other words, the body 
that manages the affairs of the Company is also responsible for making 
the rules and bye-laws of the exchange. Various anomalies and 
incongruities have arisen out of this, but it is not necessary to dilate 
here on these legal problems. It may Le stated, however, that the 
organisation of stock exchanges as companies under the Indian Com­ 
panies Act has not been altogether happy, that before things get worse 
the whole question must be examined from the economic as well as the 
legal point of view. 

Management of the Company Exchanges. 

' Committee ' in Calcutta Stock Exchange and ' Council of Management ' 
in certain other places. This body is generally elected once a year 
out of the members of the general body. The Governing Board of the 
Bombay Stock Exchange consists of lG members, elected by ballot 
every year. The Board elects a President, Vice-President and an 
Honorary Treasurer. The Board meets once a week usually. The 
Committee of the Calcutta Stock Exchange also consists of lG members 
of whom 4 are to be Europeans, 4 Marwaris, 4 Bengalis and 4. of other 
Indian communities. Two members of each community retire every 
year. The Committee elects its own President. In Madras, the 
governing body is called the "Council of Management." Founder 
members form the majority on this Council. The Council elects a 
President, 2 Vice-Presidents, not more than 2 Secretaries and 
2 Treasurers. 

28. The constitution of the Governing Board of the Hyderabad 
Stock Exchange shows special features. The Board consists of 
10 members of whom three are nominated by Government, one member 
is elected by Sahukaran Committee, one member is nominated by the 
Hyderabad State Bank, one member elected by the Hyderabad Chamber 
of Commerce, one member nominated by the Nizam's Government to 
represent the investing public and ori.y three members elected from 
among the members in the Exchange. While the general management 
of the Council is vested in this Board, the day-to-day working of the 
Exchange is controlled by a Working Committee of the Board con­ 
sisting of 4 members, one of whom is nominated by Government from 
among the nominees on the Board. 
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:)2. In the interests of the public as well as those of members, 
it is important that stock exchanges should regulate their conduct of 
business under proper rules and regulations. Most of the organised 
stock exchanges have written and codified rules and regulations for 
the conduct of business. but some of them, especially private associa­ 
tions are found to be rather lax in this matter. 

3:~. Jn the case of the two recognised exchanges, namely, the 
Bombay Stock Exchange and the Ahmeclabad Stock Exchange, rules 
and regulations have to be approved by the Bombay Government under 
the Act of 1925. Their Governing Boards have no power to rescind 
or add to the rules without the sanction of Government. Besides, the 
rules have to be published in Government Gazette, one month before 
they come into force for the knowledge of the public. 

34. As regards the company exchanges, most of them have their 
written rules and regulations, although not complete in many cases. 
The Companies Act is concerned only with the working and manage­ 
ment of the company and does not regulate the business between 
members, and between members and the public. The managing com­ 
mittee of these exchanges, constituted solely of members, have complete 
power to make, add to, or rescind any rule which regulates and con­ 
trols the business between members and their relation to the public. 
Hut in the case of some of the exchanges of this group, e.g., the Lahore 
Central Stock Exchange and the Bengal Share and Stock Exchange, 
rules and regulations, it would appear, are only partly written. Thus 
their position in this respect is somewhat similar to that of the Bombay 
Stock Exchange prior to the Atlay Committee enquiry. 

35. Much worse is the condition of the stock exchanges under the 
C group (private associations). Most of them work without \VTitten 
rules, and the position of those who deal with their members is not 
enviable. 

36. As for the outside markets ( Katn i l, there are no written rules, 
regulating their conduct of business. Trade is conducted according 
to certain conventions and usages : Their managing committees are 
neither legally competent nor armed with powers to enforce the agree­ 
ment for transactions between brokers. The integrity among the 
latter and the fear of black-listing by fellow brokers are the only factors 
to ensure the fulfilment of transactions. 

RULES AND REGULATIONS. 

consisting of 6 members goes into the cases against defaulters, i.e., those 
-;_. unable to fulfil obligations arising out of the Stock Exchange transac­ 

tions to a member or non-member. This is an important part of the 
work of an exchange, as will be seen from Chapter IU. 

31. The eight sub-committees of the Calcutta Stock Exchange are 
elected not from the General Body, (as in Bombay) but by the Com­ 
mittee of Management (Governing Board) from among themselves. 
Therefore, while the committees of the Bombay Stock Exchange are the 
authorized agents of the Association, the sub-committees of Calcutta 
are only the delegated agents of the Board of Directors of the Company. 
The largest of these sub-committees, dealing with complaints, has a 
membership of twelve. There are also sub-committees for Share 
Examlnation, Finance, Quotations. etc. These sub-committees are 
executive bodies and carry on , their work independently. But 
appellate jurisdiction of their decision is vested in the General Com­ 
mittee. There is no Defaulters' Committee on the Calcutta Stock 
Exchange. 
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Listing Regulations. 

38. A security is said to be " listed " when it is placed on the 
list of securities in which trading on a particular exchange is permitted. 
No stock exchange stands sponsor to every security thus listed there. 
No such thing is possible nor desirable. Although an exchange cannot 
give a guarantee regarding a listed stock, yet listing is of great advan­ 
tage to the investor as well as to the company whose stock is thus listed. 
To the investor, listing gives a reasonable ground to believe that the 
issue of securities was legal, that the concern was legally organised and 
at the time of listing was a solvent going concern; secondly, it is an 
assurance that at any time he can get full and recent information 
regarding the security from any member of the exchange; and thirdly, 
it gives a higher collateral value to securities. To the issuing company 
also, listing of its stock is of great advantage, as thereby it will have 
a higher standing among investors and command a higher price. 
Nevertheless, in the U.S.A., for instance, many companies do not seek 
listing, either because they do not like to make the required _reports 
regarding their affairs or because they do not want their securities sub­ 
jected to the uncertainties of speculation. 

39. In India listing regulations are strict on the recognised 
exchanges of Bombay and Ahmedabad, but much less so on the 
company exchanges. The unorganised exchanges of the C group do 
not insist on any listing requirements, and even many of the company 
exchanges (B group) are more or less in the same condition. Admis­ 
sion of scrips to trading is left to the discretion of the governing board. 

40. On the Bombay Stock Exchange, trading is permitted only 
in the case of securities admitted after the rigorous test provided by 
the detailed listing regulations. The same is true also of the Ahmeda­ 
bad Stock Exchange. There are two lists on these stock exchanges, 
one list of securities on which only cash dealings are permjtted and 
another in which both cash and forward dealings are permitted 
<ich. III). In the case of the latter list, the stock exchange has to be 
particularly strict (see appendix on Bombay Stock Exchange). The 
listing regulations of Bombay and Ahmedabad are modelled somewhat 
on those of the London Stock Exchange. 

4 l. The listing regulations of the Calcutta Stock Exchange are 
much less exacting. Hence the long list of securities on this exchange 
containing some of which would not have been admitted, had there 
been strict listing rules. This is partly due to this stock exchange not 
permitting forward business ; perhaps the example of New York 
has also influenced Calcutta in this matter. But it must be noted that 
in the U.S.A. there is, in addition to company law (Securities Act), 
a system of registration of securities by the Securities Exchange Com- 

37; Thus as regards the rules regulating the conduct of trade 
we see the exchanges and other markets falling into four different .:: 
groups, as under:- 

(1) Exchanges with well-defined and fully written rules, 
approved by a Provincial Government and published in the 
Government Gazette for the knowledge of the public. 

(2) Exchanges with well-defined and written rules drawn up 
by he Directorate of joint stock companies which maintain 
them. 

(3) Exchanges with rules partly written and partly unwritten. 
( 4) Outside markets working under conventions and usages. 
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mission essential for all securities to be listed on the national security 
exchanges and this involves a thorough scrutiny. · 

42. In Bombay, the Listing Committee is appointed by the 
Governing Board and is constituted of four members selected from 
among the members of the Board themselves. But at Calcutta there 
is no separate Listing Committee, this work being done by the 
Governing Board itself. 
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* These numbers include many card holders who are not stock brokers 

or dealers by profession. 

1. Delhi Stock & Share Brokers' Association, Ltd. 77 

2. Delhi Stock Exchange Ltd. 100 

DELHI 

35 The U. P. Stock Exchange Association, Cawnporc 

U.P. 

:1 Lahore Central Stock Exchange Ltd. 

5G 2.The Punjab Stock Exchange Ltd. 

1. The Stock & Share Brokers' Association, Punjab 50 

PUNJAB 

20 The Madras Stock Exchange Association Ltd. 

MADRAS 

2. Gujerat Share & Stock Exchange 487''' 

3. Bombay Share & Stock Brokers' Association 767"' 

1. Ahmedabad Share & Stock Brokers· Assoctation 425 

AHMED ABAD 

Calcutta Stock Exchange Associat ion 

CALCUTTA 

302 2. The Indian Stock Exchange Ltd. 

f)OO 1. Native Share & Stock Broker::;' Association 

BOMBAY 

NUMBER OF MEMBERS OF STOCK EXCHANGES. 
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4. Securities are issued by Government, Central and Provincial, 
and by State administrations, municipalities, port trusts or other public 
bodies. They fall under the following groups:-- 

(1) Central Government Securities : 
(i) non-terminable loans. 

(ii) terminable loans. 
(2) Provincial Government Securities. 
( 3) Other public loans : 

Municipal Loans. 
Port Trust Loans. 
Improvement Trust Loans. 

( 4) Indian State Securities. 
(See appendix-for details). 

Public Securities. 

CHAPTER III. 

THE SECURITIES-THEIR NUMBER, VALUE & DISTRIBUTION. 

What are the securities traded in the stock markets of India? 
Of what companies (textiles, engineering, etc.) are they, and what 
classes of issues (ordinary, preference, deferred, etc.)'? \V_hat are the 
total number and value of the securities (of various categories) ? How 
have the prices of securities moved Jn recent years ? Among how many 
holders are the securities distributed ? What is the stake of the 
nation? It is proposed to answer these and allied questions briefly 
in this chapter, as these may help in assessing the present position of 
the stock market in India. 

2. In other countries, especially in the U.S.A., the stock exchanges 
publish periodically all kinds of information regarding the number and 
value of securities listed, details regarding the different issues, the 
volume of daily transactions, prices of stock, member borrowings. In 
India, only the Calcutta Stock Exchange issues an official handbook 
and even this contains very little· information about the above points. 
The various investors' handbooks, although full of details regarding 
numerous companies, are not very helpful for a statistical study of the 
stock market. Further these publications are much out of date, owing 
chiefly to war. Trading lists are indeed regularly issued by the stock 
exchanges, but many of these give only the bare names of companies, 
without details of the various issues. In the result, there is great 
difficulty in drawing up detailed statistics regarding securities in India. 

3. In regard to companies themselves. Government should have 
information gathered under the Indian Companies Act. Some such 
information is collected in the Provincial Governments, and communi­ 
cated to the Department of Commercial Intelligence and Statistics, at 
Calcutta. Before the war, that office had been publishing the principal 
data regarding the companies, but in war-time, this publication was 
discontinued. Even before the war, the publication did not give 
details regarding the capital structure. All this makes it difficult to 
get detailed information on some of the questions raised above. It is 
clear that a great deal of spade work will be required before the statistics 
needed for formulating a proper national investment policy can be 
gathered. 



7. Of the above 14,8f9 companies (All India) only -about 1,125 
are found listed in the stock exchanges of the eight cities in British 
India where there are stock exchanges. Of these 1,125 companies, ., . 
details have been gathered of only 1057 with 1506 issues and a total 
paid-up capital of Rs. 270·40 crores (besides 60 sterling and other 
foreign companies). Of the remaining 13,500 companies, the majority 
must be companies with small capital, (although this need not be a 

TABLE 2. 

Classified List of Joint Stock Companies in British India (1944-45). 

(In lakhs). 

No. of Cos. Paid-up Capital. 

Br. India. All India. Br. India. All India. 

Banks 2,118 2,434 43,54 50,45 
Transport 853 896 24,16 25,22 .. - 
Trade & Manufacture 7,205 7,851 1,41,10 1,47,75 
Mills & Presses 1,138 1,253 79.48 87,55 
Plantation 587 701 17,H 20,44 
Mining 437 447 21.35 22,16 
Estate, Land 360 369 15,:36 15,55 
Breweries 26 29 90 98 
Sugar 157 165 13,41 14,35 
Hotels 495 518 3,44 3,61 
Others 179 196 8.5 90 

Total 13,555 14.859 3,60,73 3,88,96 

6. Thus we see that at the end of March 1945, 14,859 companies, 
with a total paid-up capital of Rs. 388 · 96 crores, were working in India. 
They can be classified as follows :- 

'-r--- 
1929-30 
1934-35 
1939-40 
1942-43 
1943-44 

1944-45 

1919-20 
1924-25 

Year. 

TABLE 1. 
~ 

Number 4M- Capital of Joint Stock Companies in India in Certain Years. 

(In lakhs Rs.) 

Total Number. Total paid-up Capital. 
Br. India. All India. Br. India. All India. 

3,500 3,668 119,46 123,21 
4,822 5,204 266.50 275,53 

6,009 6,615 249.97 261,11 

8,934 9,627 266,60 279,25 
10,362 11,372 288,44 303,68 
11,783 12,770 316,38 336,13 
12,499 13,689 329,79 353,74 
13,555 14,859 360,73 388,97 

(See Appendix-for fuller details). 

5. From the point of view of stock market speculation, securities 
issued by joint stock companies are more important (although smaller 
in total value). The growth of joint stock enterprise in India in recent 
years can be seen from the number and paid-up capital of the companies 
in British India and All India for certain years :-- 

Industrial Securities. 
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* The figures for the Calcutta Stock Exchange Association in the case of 
Calcutta, and the recognised Exchanges in the case of Bombay, Punjab and 

Ahmedabad. 

Number and Paid-up Capital of Companies listed on the Stock 
Exchanges 

Scrips. Capital. 

No. of No. of 
No. of cos. for Paid up Capital 

Stock exchange 
Cos. Issues. 

which figures of those 
are available. (Lakhs of Rs.) 

Calcutta+ ®575 807 576 147,49 

Bombay= 197 271 197 123,32 

Madras 192 298 192 40,57 

U. P. 40 40 37 48,78 

Punjab= 141 162 118 57,55 

Ahmedabad= 81 82 56 15,41 

Delhi 73 92 60 72,92 

' Nagpur 40 43 35 42,27 

proper measure of the total capital invested, seeing that many com­ 
panies, especially textile companies in Bombay Province, use a great 
deal of borrowed capital, in some cases several times the paid-up 
capital). Several must be private limited companies, which do not 
need the services of the stock exchange. Several public limited com­ 
panies too may not be listed on the stock exchanges, because they 
either do not conform to the listing requirements of stock exchanges 
or because they have ample means of sale through independent stock 
brokers or otherwise. This is the case in other countries also. At 
any rate, so far as the stock market speculation is concerned, only the 
issues of about 1,500 companies (at the outside) are of any consequence. 

8. Listing is given not only to ordinary shares but also to deferred 
and preference shares and debentures. The issue of preference shares 
is fairly common among Indian companies, but this is most pronounced 
in the case of jute and cotton companies. Most of the jute companies 
have issued preference shares and in the case of a large number of them 
such shares form nearly half the capital. On the other hand, only a 
few of the coal companies issue preference shares and in the case of 
banks and railway companies, issue of preference shares is very rare. 

Deferred shares, known also as founders' shares, receive no dividend 
until preference and ordinary shares have been paid their prescribed 
respective dividends. In India, as will be shown in a later chapter, 
deferred shares have lately been used to give too disproportionate a 
voting power to promoters or founders of companies or underwriters. 

9. Of a different category are bonds and debentures, which are 
creditorship securities. When a specific property is mortgaged for a 
loan the security is termed ' bond ' while if the security of the loan 
depends on the general credit of the issuing company it is called 
'debenture.' Bonds are very common in the U. S. A. In India deben­ 
tures are more used, but even these not very popular. 

10. We have been able to obtain the trading lists from the stock 
exchanges of eight leading cities, and the analysis of the data is con­ 
tained in the table below. In table one, the total number of companies 
and issues on the list of each stock exchange is given. As about 128 
of the leading companies (204 issues) are being traded on more than 
one exchange, there is a great deal of overlapping in table 3. Therefore 
a different arrangement is adopted in table 4. 

TABLE 3. 
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12. In table 5 above. the total number of shares of 969 listed 
companies are also given, grouped under the different classes of shares. 
Of a total of 15G·4 million shares, 135·D million are ordinary shares, 
1O·4 million deferred shares and l 0 · l mi 1 lion preference shares. It is 
noteworthy that while the total number of issues listed on the New 
York Stock Exchange at the end of February 1947 was only J;M:3 (less 
that on Indian stock exchanges l the total number of shares came to 
1786 millions and their total market value 68.839 million dollars (about: 
Rs. 20,700 crores). The total market value of all listed shares in India 
came to only Rs. 971 crores in March 1947. 

1.399 135.9:38,028 10,402,GW 10.H0.8-U 15G,481,509 

D:J,000 G.Gl 7.32') 

5.717.:31G 
882,14! 

S.·IO::l.!ll8 
10.316,921 

2.SG5.6'i3 G2,G05,004 

fi.Q2,"J OD::i 

«o.ooo 
.115.2:i:3 ·-- 

7ml.850 l l .'i:lG.fill 

'.l.G2'.-U!02 
21 fi2:2.3Gl 

().;~~7.502 

9.7:\J.7% 

.-q 

10.fiGO.G71 rnn.cno ,,., 
c1Q :i.1'11 .61:) 487.<lG7 

180 n:~:iSA:ll 1.2'iSS:3S 
111 :).51(),()88 8-H).81 l 

5[ 8.2:>5,1)78 1.(J(i2.!8 I 

81 e.t l!U:)S 372.971 
!-);) ·l.7G7.225 !\80.0!ll 
')') 83(UH -JG,000 ........ .) 

7!) 8.002 7·15 ,l()l.173 

281 17.7()8.888 1,548.03() 

:~76 5C.50] .ios :t238.176 

Total. Def cl. Pref. 

Banks -19 

Insurance 3:J 

Cotton Mill.s 122 

Jute Mills GO 

Engineering :r; 

Sugar .i t 

Electric 70 
Railways 21 

Coals G7 
Plantations 214 

l\1 iscellaneous 241 

Total 969 

Cornparitcs. 
for which 

infonnation their ------- -··-- 

is available. issues. ·orcly. 

-----·-·---------~0.0f Co~--~-----· .. -- .. --~ - --·-·--·-- ----·~----·_ .. - 

No. of Number of Shares. Clas>; nf 

TABLE 5. 

Listed Scrips Classified under different categories. 

11. Having grouped the listed securities exchange-wise, we may 
now see what proportion of them are banks. textiles. etc. For this 
classification, it has been possible to take only 11~)'.) issues of 969 
companies. 
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TABLE 4. 

-------------- 
It:' 

No. of coe. 
No. of 

Their Sterling & 
Tot.a.I No. of about which 

their 
paid-up other foreicn 

companies information 
issues, 

capital cos. not 
is n.va.ilu ble. 1laJd1R.) ineluded. 

------------- ------- 
Listed on more than one 

/ 
Stock Ecl1ange ]28 128 20-1 101.17 4 

On Calcutta only 500 500 755 81.GG 49'" 

On Bombay only 131 129 145 42,90 4 

On Madras only 164 1G4 25G 24,32 1 

On u. P. only 9 6 6 1,09 1 

On Punjab only 80 59 66 4.38 

On Ahmedabad only 77 51 51 
~ ~., 
0.1~ 

On Delhi only 20 9 10 6,50 

On Nagpur only 16 11 13 1.66 

Total 1,125 1,057 1,506 270,40 GO 
~ 

·---------~------ ·--~--~·-- ----------·--------···----~-- 
_________ ,, __ --·-··-·---·--· -·----------· 

*Includes Malayan Rubber Companies. 



TABLE G. 

'I'he classified list of companies in the Calcutta Stock Exchange (1947). 

-- ········----· ·--·-·- -·--- ----·---·- -····-·---- - ·--·--·----···--·---------·------- 
No. of No. of Ordinary Pref. Defd. 

Class of Cos. Cos. issues. issues. issues. issues. 
·----~·· 

Bank and Finance El 2G 22 ·1 

Railways 20 za 21 2 d 

Coals fl8 81 70 11 

Cotton Mills 22 38 22 14 2 

Jute Mills 61 us 62 G~·l 

Mining 11 l;j 11 2 2 

Cement. Pottery, etc. (i LO l:i 2 2 

Chemicals 10 E1 10 G 
... Electric Cos. ai �.)1"7 32 i) ~ o) I 

Engineering & Metal Work .. 2fi 40 27 11 2 

Flour MHls 4 '1 4 

Insurance Companies 12 12 12 

Miscellaneous 72 111 77 28 (l 

Oil G D G 
., 
0 

Paper Mills 8 17 8 9 

Pressing Companies 7 9 7 2 

Real Property & Zemindari .. 10 19 12 6 

Rubber 45 4G 45 1 

Saw Mills & Timber 3 4 3 1 

Shipping H 12 9 3 

Sugar 43 60 44 15 1 

Tea 136 161 137 24 

Total G29 864 647 201 Hi 

13. We will now survey the security lists of the leading stock 
exchanges. Taking first the Calcutta Stock Exchange, which has the 
largest number of scrips on the list, we find 28 Government securities 
(Central and Provincial), 23 Calcutta Port Trust securities, 7 Calcutta 
Improvement Trust Securities, and 29 Calcutta Municipal Debentures 
and 59 debentures of joint stock companies and 647 equities (ordinary 
shares) 201 preference shares <'IDd lli deferred shares, of joint stock 
companies. 

14. '!'able fl gives details of the company shares (ordinary and 
other) listed on the Calcutta stock exchange, Table 7 gives a classified 
list of companies quoted on that Exchange showing the position of the 
different categories of companies from 1923 to 1947. 

Listed Securities on the Calcutta Stock Exchange. 
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14. It may be seen from the above that among the companies on 
the Calcutta Stock Exchange list, coal mines (68), Jute mills (61), 
Sugar mills (43), Engineering!:Wietal works (26), Electrical companies 
(31), Tea companies (136) and Rubber companies (mainly Malayan) 
( 45) predominate. On the other hand, textiles and banks predominate 
in Bombay and plantations and spinning mills in Madras. Information 
available regarding the companies and the various issues on the lists 
of the Bombay Stock Exchange and Madras Stock Exchange respec­ 
tively is given below in tables 8 and 9. 

629 

-·· .. 3 

9 

136 

43 

561 

45 45 

7 

6 

6 

8 

57 

4 

12 

3 

7 

133 

40 

3 

45 

559 

7 

131 

41 

3 

57 

6 

5 

4 

490 

7 

131 

17 

2 

31 

26 

4 

12 

78 

6 

8 

7 

10 

25 

10 

11 

22 

61 

19 

20 

19-17 

582 

3 

7 

133 

41 

45 

10 

10 

29 

GI 

22 

20 

17 

HWi 

4 

10 

48 

6 

8 

6 

6 

5 

25 

28 

9 

15 

61 

22 

52 

20 

1
.., ,, 

1944 

10 

48 

4 

8 

6 

6 

5 

24 

28 

5 

15 

60 

22 

5fl 

11 

20 

Hl43 

6 

4 

24 

7 

24 

18 

12 

51 

1 �) 
" 

G4 

22 

12 

1933 

525 

8 

8 

us 

12 

3 

46 

10 

3 

8 

5 

18 

8 

5 

34 

50 

22 

12 

Total 

Sugar Mills 

Saw Mills 

Shipping Cos. 

Tea Cos. 

Real Estates 

Rubber Cos. 

Pressing Cos. 

Oil Cos. 

Paper Mills 

Miscellaneous 

Insurance Cos. 

Flour Mills 

Engineering 

Electric Cos. 

Mining 

Chemical C1)s. 

Jute Milts 

Cotton Mills 

Coals 

Railways 

Banks 

Class of companies. 

Classified List 0£ Companies quoted on the Calcutta Stock Exchange 
in different years. 

30 

TABLE 7. 



16. Changes in the price of securities are a most important factor, 
with wide repercussions on banking and credit, and on the national 
economy as a whole. For many years (till September, 1946), market 
values of securities had been generally on the increase. The rise has 
been least in the case of Government securities, and largest in the case 
of variable-yield industrial securities; a moderate rise has taken place 
in the case of fixed-yield industrial securities also. The trends of 
security prices can be seen from the monthly indices issued by the 

°' Economic Adviser to the Government of India (see table 10 and the 
graph facing p. \c3 ). The base year for this index is 1927-28. Prices 
of 83 securities have been taken for the construction of this index. 
Of these, 22 are cotton textiles, 20 jute companies, 19 tea companies, 
3 %\;1gar mills, 3 iron and steel mills, etc. 

TABLE 9. 

MADRAS. 

Issues. 
Paid-up 

Class of Cos. 
No. of Cos. capital 

listed. Total. Ord. Pref. (in lakhs 
of Rs.) 

Banks 11 16 16 13,54 

Insurance 5 5 5 43 

Electric 21 32 21 11 1,33 

Sugars & Breweries .. 9 16 11 5 1,19 

.. Plantations 76 122 76 46 7,16 

Textiles 37 53 39 14 7,12 

Miscellaneous 33 51! 33 21 9,80 

Total 192 298 201 97 40,57 

Changes in Security Prices. 
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~ 
TABLE 8. 

BOMBAY. 

----- 

Issues. � Paid-up 

Class of Cos. 
No. of Cos. capital 

listed. 
Total. Ord. Pref. Defd. 

(in lakhs 
of Rs.) 

Banks 26 28 26 

______ !.__: __ 

2 :35,08 
Textiles, Sprig. & 

Weaving 56 74 [)!) 12 3 18,07 
Railways 3 ·1 4 1,97 
Electric 17 29 20 9 17,77 
Insurance 15 18 16 2 2,38 
Steel 5 9 5 3 1 18,74 
Shipping 2 3 2 1 5,06 
Miscellaneous 73 106 76 26 4 24,25 

Total 197 -- 271 208 55 8 123,32 
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[28.5 

12 l.7 

:119.6 

119.1 

122.8 

124.3 

126.8 

127.4 

136.3 

140.2 

149.2 

143.7 

121.2 

118.2 

129.2 

138.8 

132. l 

111.7 

114.2 

119.3 

120.9 

123.0 

i)8.5 

11 lA 

] 11.9 

12+.7 

130.7 

Variable Yield 

Industrial 
Securities, 

157.2 

142.8 

131.2 

130.4 

131.0 

137.0 

141.1 

142.2 

147.7 

148.5 

150.4 

153.5 

155.7 

157.2 

159.9 

163.5 

155.8 

136.1 

142..+ 

. 139.7 

146.2 

154.6 

137 7 

127 8 

130.6 

131.5 

135. l 

Fixed Yielct 

Indnsrrial 
Sf'curitif'.< 

1H39 

August 117.(i 

September 103.8 

October 107.l 

November 110.S 

December l u.z 

1940 

January 113.6 

April L16.9 

July 112.6 

October 114.8 

December 116.4 

1941 

january 117.3 

April 115.8 

July 117.9 

October 118.0 

December 116.2 

1942 

January 116.3 

February 108.S 

March 109.8 

April 110.5 

May 112.3 

June 113.4 

July 115.2 

A ugust 115.5 

September 116. l 

October 116.2 

November 116.3 

December 116.2 

Government 
Securities. 

(1927-28 = 100) 

Index Numbers of Prices of Indian Security, 
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Fixed Yield Variable Yield 
Government Industrial Industrial 

Securities. Securities. Securities. 

1943 

January 116.1 152.0 152.7 

February 116.1 153.6 158.3 

March 116.1 157.1 162.8 

April 116.1 157.9 174.S 

May 115.8 159.8 170.7 

June 116.1 160.2 174.8 

July 116.8 160.8 168.8 

August 117.0 162.9 170.9 

September 117.3 164.1 176.3 

October 117.5 165.3 183.1 

November 117.6 165.6 188.9 

December . 117.6 165.7 186.8 

1944 

January 118.3 168.3 200.1 

February 118.2 169.1 196.2 

March 117.7 171.6 195.3 

April 117.5 171.4 190.7 

May 117.9 172.3 197.2 

June 118. l 173.0 198.9 

July 118.2 173.2 203.6 

August 118.2 174.3 194.3 

September 118.0 174.4 187.7 

� October 118.2 177.6 191.2 

November 118.2 178.2 196.1 

December 118.1 178.2 202.8 

1945 

January 117.8 180.2 200.8 

February 117.7 180.5 204.6 

March 117.6 181.2 199.9 

April 117.6 181.9 199.8 

May 117.7 181.5 202.2 

June 118.2 183.5 207.3 

July 118.4 186.2 217.0 

August 118.0 187.7 212.6 

September 118.3 187.4 213.3 
;i 

October 118.7 187.3 214.9 

November 119.3 187.7 225.3 

December 119.0 189.0 232.4 



Aggregate Market Values of Securities. 

17. It is also possible on the basis of price changes to estimate the 
aggregate market values of these securities in various years. In July 
1946, prices of several securities stood at 8 times their par value. ~ven 
if we take all the listed securities, prices stood at more than 5 times 
their par value. In terms of pre-war prices the increase in listed 
securities was about 3 · 4 times. Prices have declined considerably 
since. 

18. It might be thought that calculations like the above have 
little real meaning, as only a small proportion of the total shares of 
each issue are actually traded in the market, but it must be remembered 
that the scrips which are bought and sold set the value of all the shares 
in the security concerned. It may be that if a large number of shares 
is offered for sale, the price will go down. But this notwithstanding, 
when the price of a security is rising, all those who hold that scrip has 
an addition to their credit, and whether they sell their holding or not, 
they are able to convert that credit into cash through banks and use 
it for the purchase of goods. 

19. For the purpose of table 11, only shares of companies listed 
on the Indian stock exchanges (i.e. 969 companies with a capital of 
260·40 crores) have been taken into account. For making estimates, 
the prices of 84 securities, selected on a random sampling basis, have 
been used. It must be noted that the increase of market values is 
taken with reference to their par value. The market values of the 
securities were 55 per cent above par in 1939, and hence the difference 
between the figures in table 10, column 3 and in this table. 

34 
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Fixed Yield Variable Yield 
" Government Industrial Industrial 

Securities. Securities. Securities. 

1946 

January 119.3 189.8 238.6 

February 119.2 190.8 236.7 

March 119.2 191.3 249.7 

April 119.8 193.8 259.8 

May 119.4 195.9 267.3 

June 120.7 200.5 280.9 

July 121.9 202.8 303.8 

August 122.8 204.0 314.9 

September 121.2 200.9 282.0 

October 121.5 198.5 265.5 
November 121.5 198.4 264.6 

December 120.7 197.6 252.6 

1947 

January 119.7 196.4 256.3 

February 117.4 193.2 239.3 
March 117.8 191.5 235.6 

April 118.0 176.4 217.7 

May 117.9 171.5 215.2 
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1,466,510 

513,600 

257,300 

1,128,000 

65,460 

4 

5 

6 

7 
8 

3 

93 

82 

92 

98.5 

96 

97.5 

90 

92 

30,005 

18,500 

2,538 

264,000 

8.970 

7,685 

19,600 

10,550 

22,450 

5,210 

to 50 

1 to 50 

1 to 50 

1 to 20,000 

1 to 200 

1 to 100 

1 to 300 

1 to 50 

75,196 

1,054,000 

350,000 

2,500,000 

1,047,000 

475,000 

3,000,000 

180,000 

2,725 

22,450 

9,760 

7,770 

20,400 

10,800 

24,700 

5,660 

1 
2 

Number of Approximate 
shares percentage 

covered by of col. 
the range. !) to 2. 

4 r. 
Range of Number of 
small & shareholders 
middle holding 

class shares 
share· covered by 

holdi~g·~~_!:h_e r_a_n~e_. --·------ 

Number of 
Ordinary 

Shares 
in the 

Coy. 

Number of 
Serial Ordinary 
No. shareholders 

in the Coy. 

------- 
1 2 

It is clear from the above table (11) that of all the groups, the 
increase in value was largest in the case of textiles, both cotton and ~ 
jute, being as much as eight times the par value. Next came insurance 
companies, engineering and coal mines. Public utility concerns like 
railways and electric companies have had much less increase. The fall 
of prices since September 1946 affected naturally concerns whose values 
got bloated up in the boom period. The total values which had 
risen to above 5 times the par value fell subsequently to below 4 times 
par, and may be standing at about 3 times par now (May 1947). 

THE STAKE OF THE NATION. 

Who owns the Securities ? 

19. In the case of the U. S. A. it is estimated that one in every 
ten persons, or one out of three families owns stocks. Estimates have 
also been made of the geographical distribution of stock holdings and 
changes in the same from time to time. In regard to India no such 
estimate has been made nor are the data for such estimates readily 
available. It is certain that the proportion of individuals holding stock 
or bonds is much less in this country than in the U. S. A. But among 
sections of people accustomed to such investment, the per capita holding 
cannot be small. Owning securities is much more common in Provinces 
like Bombay and Bengal than in Madras, the C. P., Bihar, Orissa, Assam 
and perhaps U. P. too. Even in the first two Provinces only certain 
classes habitually put their money in securities while others hardly 
ever. In the Province of Bombay, the proportion of people owning 
securities must be much larger in Gujrat than in the Maharastra and 
Karnataka parts of the country. 

20. It is generally believed that in India securities are owned by 
& few wealthy persons. No doubt the proportion of people holding 
securities is much smaller in India than say in the U. K. or the U. S. A. 
But in the last two or three decades the habit of investing in stock 
has spread widely among people of the professional and salaried classes. 
According to certain calculations made by the Bombay Shareholders' 
Associaiton, it is found that as much as 90 per cent. of the total number 
of shares in many companies is held by persons who hold up to 50 
shares. The following table has been supplied to me by the Bombay 
Shareholders' Association :- 

TABLE 12. 
Statement indicating the state of small and middleclass holdings 

of Ordinary Shares in representative companies like Banking, Insur­ 
ance, Shipping, Cotton Textile, Sugar, Iron and Steel, Cement, 
Electricity, etc. 
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Item. 

Indian Government Securities 
Securities of Indian States 
British, Colonial and Foreign Government Securities 
Municipality, Port Trust and Improvement Trust 

Securities 
Shares of' Indian Companies 

(Rs. in crores). 

87.20 
.95 

1.31 

6.86 
13.04 

109.3G Total 

23. Of the assets of all Indian Insurance Companies amounting 
to Rs. 1,38 crores in December 1D45. the following had been invested 
in securities :-- 

" 
TABLE 14. 

Less than 501 1,50,18,754 1,13,04,063 lo 
Between 5 & 10% 31,47,376 47,92,609 

10 & 15% 31,54,681 35,93,611 
15 & 20% 43,16,388 50,10,085 
20 & 25% l,09,89,985 1,72,32,423 
25 & 30~~ 2, 70,34,610 3,18, 79,436 
30 & 35% 7,41,G4,264 10,05,09,745 
35 & 40%, 2,06,57,152 3,G7,71.07G 

_ , 40 & 45% 7,8G.G5,182 14,51,~~8.288 

Ab~~re 
45 & 50°fo 1, 40,04,471 1.72,83,007 

50% 5,67,98,92G 11,48,48,934 

:30,79,51,799 48,83,63,277 
------ 

Outstanding as on 
24-5-1946. 

Outstanding as on 
30-11-1945. Margin. 

TABLE 13. 

Consolidated Statement of advances against shares made by Scheduled 
Banks. 

21. It is no doubt clear that the ownership of securities in many 
companies is spread over a large number of shareholders. But it is not 
possible to say if they are all " small " investors, seeing that many 
of them might have invested similar sums in other companies also. 
Even so, it must be admitted that the stake is widespread, although 
within a limited class. - 

22. For assessing the stake of the nation, we have also to take 
into account the advances made by banks against shares and the large 
sums invested in them by insurance companies, charitable societies, 
hospitals, schools and universities i-E seem itie~. Of the advances on 
shares by banks, we have no complete statistics but the advances by 
scheduled bank classified according to the margin allowed are given· 

-..- in the following table, supplied by the Reserve Bank of India:- 

Note :-The above figures are approximate. Each of the eight items refers to 

~ one company only according as it is engaged in each one of the eight 

businesses referred to above. All the eight companies are Bombay 

companies. 

37 



( 38 

APPENDIX A. 
·~ 

Growth of Joint Stock Companies in India : 

Number and Paid-up Capital. 

(Paid-up Capital in Rs. Lakhs). 

BRITISH INDIA INDIAN ST ATES TOTAL: INDIA 
Year. No. of Paid-up No. of Paid-up No. of Paid-up 

Cos. Capital. Cos. Capital. Cos. Capital. 

1914-15 2,480 80,24 65 55 2,545 80,79 

1915-16 2,411 84,57 65 46 2,476 85,03 

1916-17 2,448 90,42 65 47 2,513 90,89 

1917-18 2,597 98,61 71 51 2,668 99,12 

1918-19 2,713 1,06,09 76 53 2,789 1,06,62 -- 
1919-20 3,500 1,19,46 168 3,75 3,668 1,23,21 

1920-21 4,283 1,58,31 425 6,15 4,708 1,64,46 

1921-22 4,781 2,22,84 408 7,71 5,189 2,30,55 

1922-23 4,785 2,49,85 405 9,93 5,190 2,59,78 

1923-24 .. 4,820 2,54,55 391 10,78 5,211 2,65,33 

1924-25 .. 4,822 2,66,50 382 9,03 5,204 2,75,53 

1925-26 4,926 .2,67,79 379 9,17 5,305 2,76,96 

1926-27 5,156 2,67,09 370 9,81 5,526 2,76,90 

1927-28 5,388 2,66,71 442 9,72 5,830 2,76,43 

1928-29 5,795 2,69,12 535 10,19 6,330 2,79,31 

1929-30 6,009 2,49,97 606 11,14 6,615 2,61,11 

1930-31 6,387 2,44,73 653 11,40 7,040 2,56,13 

1931-32 6,808 2,47,52 905 11,68 7,713 2,59,20 

1932-33 7,252 2,47,52 1,175 11,94 8,427 2,59,46 t- 
]933-34 8,346 2,63,52 894 12,56 9,240 2,76,07 

1934-35 8,934 2,66,60 693 12,65 9,627 2,79,25 

1935-36 9,467 2,64,31 917 13,18 10,384 2,77,49 

1936-37 10,061 2,72,24 890 13,52 10,951 2,85,77 

1937-38 9,677 2,64,05 980 15,13 10,657 2,79,17 

1938-39 10,070 2,75,42 1,044 14,97 11,114 2,90,39 

' 1939-40 10,362 2,88,44 1,010 15,24 11,372 3,03,68 

1940-41 .. 10,658 2,92,98 980 16,60 11,638 3,09,58 

1941-42 .. 

1942-43 .. 11,783 3,16,38 987 19,75 12,770 3,36,13 

1943-44 .. 12,499 3,29,79 1,190 23,95 13;689 3,53,74 

1944-45 13,555 3,60,71 1,304 28,23 14,859 3,88,97 ... 

1945-46 



8,840,476 

8,830,500 

1,600,000 

666,000 

5,164,900 

899,600 

500,000 

9,976 

9,976 

9,976 

Sterling 

Securities 
(in £ )_ 

43,59 

2,00 

16,09 

3,50 

19,50 

2,50 

13,62,99 

60,29 

8,59 
61 

1,93 

10,34 

1,47 

15,58 

5,!)9 

2,60 

7,04 

3,30 

2,84 

13,02,70 

64,19 

19,32 
15,04 

2,73 

57 

15,55 
50 

10,48 

12,38,51 

2,82 
12,35,69 

Total (State Loans) 

Indian State .Govt. Loans. 

Cochin Govt. Loans 

Mysore Govt. Loans 

Travancore Govt. Loans 

Hyderabad Govt. Loans 

Bhopal Govt. Loans 

GRAND TOTAL 

Total (Others) 

Other Public Securities. 

Madras Port Trust loans 

New Howrah Bridge loans 

Corporation of Calcutta 

Rupee loans 

Stering loans 

Corporation of Bombay 

Corporation of Madras 

Madras Port Trust 

Bombay Port Trust 

Karachi Port Trust 

Calcutta Port Trust 

Bombay Improvement Trust 

Calcutta Improvement Trust 

Total (Central and Provincial) 

Total (Provincial) 

Provincial Govt. Securities 

Govt. of Punjab loans 

Govt. of U. P. loans 

Govt. of C. P. and Berar loans 

Govt. of N. W. F. P. loans 

Govt. of Madras loans 
Govt. of Assam loans 

Govt. of Bombay loans 

Total (Central) 

Central Govt. Securities. 
Govt. of India Rupee Loans 

(i) Non-terminable loans 
(ii) Terminable loans 

Govt. of India Sterling loans 

>'' 
APPENDIX B. 

List of Government and other Public Securities. 

Rupee 
Securities 

(in lakhs of Rs.) 
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1-1-46 

1-1-46 

1-1-46 

1-5-46 

11-11-46 
J 

1-1-46 

1-1-46 

31-3-46 

1-1-46 

--~- 

31-3-46 
22-4-46 

31-12-45 

1-1-16 

31-3-46 

1-4-46 

1-1.46 

1-1-46 

1-1-46 

1-4-46 
31-12-46 

26-8-46 

31-3-45 

As on 

31-5-46 



Cash Market and Forward Marketj; 

3. It would help us greatly to understand the operation of the 
security market in India, if we begin by drawing a distinction between 
the cash market and the forward market. Dealings may be either 
'for money' ('ready delivery') or 'for the account.' In the former 
case, delivery of scrips and payment of price are to be made imme­ 
diately or withfa short period. In the latter case delivery and pay­ 
ment are to be made after a sufficiently long period, i.e., on the next 
settlement or account day. For the sake of convenience we may call 
the two types of transactions ' cash ' and ' forward.' This distinction 
has an important bearing on the operation of the security market. 

4. New York and Amsterdam are the principal markets abroad 
where the former system prevails. In New York delivery is in the 
' regular way ' when securities are delivered on the second full business 
day following the sale. But it is also possible to insist on delivery on 
the day of the purchase or sale, if so specified at the time of the offer. 
This latter is called 'cash delivery' in New York, while the same 
transaction on the London Stock Exchange is known as ' for money.' 
His also possible in New York, in the case of bonds other than Govern­ 
ment bonds and convertible bonds, to have ' delayed delivery,' in 
which case the delivery is due on the seventh day following the date of 
sale. (By contract, " sellers' options " are also possible lengthening 
the period much more, but this need not concern us here.) 

5. On the London Stock Exchange, a system of forward deal­ 
ings obtain, with ' term settlements.' Settlements are fortnightly, 
i.e., at the middle and end of each month, and the days are fixed 
previously. But, settlements are also monthly, in the case of certain 
classes of scrips, (e.g. India Securities and other securities from distant 
parts). When dealings are for cash, this is indicated by the words 

Operation of the Security Market. 
General. 

1. We will now proceed to survey the mechanics of the security 
market-the methods by which securities are bought and sold in and 
outside the organised exchanges. Only then will it be possible for us 
to find out whether our security market has any defects, and if so, 
what they are, and how they arise. 

2. It must be made clear at the outset that the organised security 
market is concerned only with dealings in securities after their issue 
and original sale. It may be that many members of the organised 
stock exchange (though not by virtue of such membership) perform 
certain functions which are usually discharged by issuing houses and 
investment bankers in other countries. It is also true that, by adopt- 
ing strict listing regulations, and by insistence on certain essential «> 

requirements and conditions for the issue and original sale of securities 
as prerequisites for admission to dealings on their respective markets, 
the issue of securities by companies is indirectly influenced by the recog- 
nised exchanges of Bombay and Ahmedabad. Nevertheless, it should 
be noted that no stock exchange has any jurisdiction, de iure or 
otherwise, either over the issue of securities or the way in which they 
are initially sold. They come into the picture only when the securities 
come into the market for subsequent trading. 

CHAPTER IV 



' for money ' ; if nothing is said the transaction is considered to be for 
the account and settlement will be made on the next settlement day. 
The great bulk of transactions in London, however, are forward and 
are settled fortnightly. 

6. In Paris and Berlin term settlements as above are allowed to 
a lesser degree, i.e. in the case of a limited number of stocks. Trading 
on the Paris Exchange, it must be remembered, is dominated by 
Government loans, while corporate securities occupy that place in 
London. 

7. On the comparative merits of these two types of markets there 
.has been considerable difference of opinion. One argument favouring 
long-period settlement in London is that as securities from all over the 
world are traded there, ready delivery contracts are not practicable 
there. The delay and difficulty experienced in transferring registered 
securities in Britain is also urged in support of this system. On the other 
hand, bearer securities being largely in use on the continent and the 
U.S.A., ready delivery is more feasible in those countries. There is 
no doubt that term settlement facilitates an increase in the volume of 
trading ; but they also give undue facilities for speculation. The long 
period allowed and the facilities for differencing and carry-over are the 
factors which lure people to over-speculation. No doubt this has made 
London brokers cautious in the selection of their clients ; they look care­ 
fully to the character and credit-standing of their clients. But the· 
temptation is too strong. "If a broker buys and the market goes 
against him, he may be bankrupt, but since no money settlement is made 
for two weeks such bankruptcy is not forced. In order to recoup his 
loss the broker or jobber may violently over-trade These ventures 
often fail and the multiplied losses break not only the speculating 
broker but other brokers and jobbers also." (Dice & Eiteman). Thus 
it is estimated that members of the London Stock Exchange failed 
more frequently than those in New York. According to Van Antwerp, 
failures in London are ten times as numerous as in New York. Per­ 
haps it is significant that the practical Dutch, who have had the longest 
experience of security trade, have not established term-trading and after 
giving the matter considerable study definitely decided to retain their 
time-honoured system of cash settlement. 

The Position in the Indian Stock Market. 

8. In India, while the Calcutta Stock Exchange, which has the 
largest number of scrips on its list, has stuck-at any rate technically­ 
to cash dealings, the Bombay and Ahmedabad Stock Exchanges have 
established term settlements for a limited number of scrips traded on 
the exchange. It may be seen from what follows that the 
two systems work somewhat differently in India. The other stock 
exchanges in India have followed either one or the other system. 
Some others (e.g. -the unregistered exchanges in Ahmedabad) do not 
observe this distinction and allow forward trade in any security. The 
stock exchanges in India may be grouped as follows :- 

( i) Exchanges permitting only cash dealings: 

Calcutta Stock Exchange, 
Nagpur Stock Exchange, 
Delhi Stock Exchange and 

) Lahore Stock Exchanges (five in number). 
(ii)Exchanges permitting both cash and forward dealings: 

Bombay Stock Exchange, 
Ahmedabad Stock Exchange, 

- t 

41 



12. As has already been shown, all stock exchanges in India as 
also the outside markets provide for cash dealings. The rules of the t _ 
organised exchanges require that the settlement of cash transactions 
should be done by delivery of scrips and payment of price within a 
specified short period. If delivery or payment fails, the buying-in rule 
or selling-out rule. as the case may be, is to be applied as will be 
explained later. , The period for delivery and payment varies from 
exchange to exchange and even on the same exchange the practice 
differs according to the class of securities. 

Bombay.-13. On the recognised stock exchanges of Bombay and 
Ahmedabad, cash transactions are governed by the CBombay Securities 
Contracts Control Act of 1925. Under it, 'ready delivery contract' 
is one " for the purchase or sale of securities, for the performance of 
which no time is specified, and which is to be performed immediately 
or within a reasonable time." The auestion what is a reasonable time 
is further explained in the Act as a question of fact in each particular 
case. Thus a wide latitude is given to the authorities of the exchange, in 
the treatment of individual cases and in the application of the buying-in s.. 
and selling-out rules. Under the rules of the Bombay Stock Exchange, 
in the case of equities delivery is to be made not earlier than the sixth 
day and not later than the eighth (rule 177). In the case of Govern- 
ment securities, delivery and payment have to be done before 3 p.m. 
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Indian Stock Exchange (Bombay), 
Madras Stock Exchange, 
U. P. Stock Exchange (Cawnpore) and 
Bengal Share & Stock Exchange, Calcutta. 

9. The stock exchanges permitting forward trading in addition 
to cash transactions have two lists of securities : one for cash dealings 
only and another for both cash and forward dealings. For the latter 
list, only a limited number of scrips, possessing certain prescribed 
qualifications, were selected. The following table will bring this out :- 

Exchange. Number listed. Forward List. , 

Bombay Stock Exchange. . 288 34 
Indian Stock Exchange (Bombay) 166 16 
Madras Stock Exchange 327 19 
U. P. Stock Exchange (Cawnpore) 42 6 

10. When the D. I. Rule 94C was under operation, forward con­ 
tracts were banned on the exchanges, and such contracts did not take 
place, at any rate, within the trade ring. 

11. More or less similar distinctions are found also in the un­ 
organised markets outside the stock exchanges ; they generally follow 
the practice of the official market nearby. Thus the 'grey' markets 
in Bombay and Ahmedabad permit both cash and forward dealings. 
The promulgation of the Defence Rule above mentioned drove out the 
forward trade from the organised exchanges, but they flourished in the 
'grey' markets. The Katni market in Calcutta, which too grew into 
large dimensions during World War II. is exclusively a cash market, 
like the Calcutta Stock Exchange close by. The business of the Katni 
market is confined to the four active scrips in the clearing list of that 
exchange. The share bazaars in other cities, however, do not observe 
this distinction ; they carry on cash and forward trade as it suits them. 
The same is true of the private firms engaged in security trade. 

The Operation of Cash Dealings. 



on the second business day from the date of contract (rule 321). The 
>i.· rule also permits, if the parties specially stipulate in the contract, that 

delivery and payment shall not be invalid even if made on the 7th day 
from the date of contract. Thus seven days may be permitted under 
certain conditions. The position on the Ahmedabad Stock Exchange 
is similar to that of the Bombay Stock Exchange. On the Indian Stock 
Exchange, Bombay, a period of 15 days is permitted in the case of 
equities, for delivering the transfer forms, and 22 days for the delivery 
and payment of scrips. For Government securities, the delivery and 
payment should be made on the 2nd business day from the date of 
contract; but it is stipulated in the contract that it can be extended up 
to ten days. 

Calcutta.-14. On the Calcutta Stock Exchange, delivery and 
payment have to be made on or after the 2nd day from the date of con­ 
tract in the case of equities. In their written reply to my questionnaire, 
they state : "Usually deliveries fall due on the 3rd day of the transac­ 
tions. Delivery on or after the due date can be enforced by the 

·..,. Committee." But the due date is not specifically defined and the period 
for which it can be further extended is not stated. Nevertheless in 
practice, even in the case of the 4 securities for which clearing was 
provided for-a small fraction of the 780 securities listed on the 
exchange-transactions are being settled only on the 7th day. For the 
rest, it is learnt that many cases of irregular deliveries are being per­ 
mitted without penalty. According to reports, deliveries of scrips to 
non-member clients, especially in a rising market, are very irregular, 
owing to the absence of any definite rule. Laitedy, deliveries have 
been delayed for months in many cases. We will see later how this 
leads to harmful consequences. - 

In the case of Government securities, there are two types of cash 
dealings on the Calcutta Stock Exchange. one for delivery and payment 
on the 2nd or 3rd day and the other on ' Receipt of Scrips.' In the 
latter case, the transaction is to be fulfilled only within 14 days. 

Madras.-15. On the Madras Stock Exchange there are four types 
of cash dealings in equities: (a) immediate. (b) ready, (c) cash and (d) 
P.A.D. In the case of ' immediate ' the delivery or payment is to be 
made on the 2nd working day from the date of contract, while in 
' ready ' it is to be done on the 3rd day. In the case of ' cash,' settle­ 
ment t~ to be effected within seven days and in the case of P.A.D. within 
14 days. For Government securities, cash dealings can be settled, 
either by cash method or by the method of specifying the delivery date 
in the contract. For the latter method, unlike the other exchanges no 
time limit is laid down. 

16. As regards the other exchanges, they are found to follow one 
or other of the exchanges already described. In the Katni at Calcutta, 
where the turnover used to be the largest for the securities traded in, 
the practice is to close the dealings on the same day. But deliveries 
of scrips are not made ; dealings are settled by the payment of differ­ 
ences in prices. 

I The Operation of Forward Dealings.' 

17. The system of term settlements has come to occupy a promi­ 
nent place on the Bemea-y Stock Exchange a~d 
ex~ge at A hmedabad. Monthly settlements were. the rule in the 
case of equities, and fortnightly settlements in the case of Government 
securities. The same was true also of the curb markets. The 
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20. Contract plays a prominent part in security transactions, 
especially in the speculative trade. As the losing parties are likely t­ 
to dodge the fulfilment of transactions, it is necessary to render the 
agreement for transaction or bidding valid and bona fide, conferring 
claims or rights on both parties. Besides, any control of speculation 
has to start with a control of contracts. 

21. On organised exchanges, the first step in a transaction, whe­ 
ther purchase or sale, is the contract between the parties concerned. 
No transaction can be recognised by an exchange without a contract 
in the prescribed form. This is essential whether the transaction is 
between member and member within the exchange or between mem­ 
ber and non-member outside the exchange. The contract note should 
show the nature and terms of the transactions and should be duly 
stamped in accordance with the Law of Contract. A contract note 
given by a member-broker to a non-member client is always found 
to have a condition that it is subject to the rules of the exchange of 
which the former is a member. This practice is found prevalent even 
where the rules are not written and published. L_ 

22. In some cases like the Madras Stock Exchange, the rules 
of which are written, an additional condition that the contract is 
subject to the usages of the exchange is seen with a view to making 
the position of the member safer than that of the client. There are 

Ii) Contracts. 

Moriso!l. Committee had recommended fortnightly settlements, but the 
authorities of the two recognised stock exchanges turned a deaf ear to ~ 
this recommendation. When forward dealings were prohibited in war­ 
time as pointed out above, it only drove forward dealings from the 
trade ring of the organised exchanges to outside markets. With the 
lapse of this Defence Rule, exchanges have revived their future 
dealings. The Bombay Stock Exchange has given up its monthly 
settlements in equity transactions, and have adopted fortnightly 
settlements. 

18. Briefly the operation of forward transactions is as follows :­ 
When the dealings are ' for the account ' the contracts are to be 
fulfilled only on the settling day for which they are made. The 
settlement may be done either by delivery and payment or by 
' differencing ' at the ' make-up ' price. If any one party is unable to 
settle by either of these two methods the contract can be ' budlied ' by 
mutual agreement to the subsequent settlement. Settlement days for 
a year are prescribed, and fixed sufficiently apart to provide a long 
period. This long period is a vital facility for a future· market. In 
the long period, the price may fluctuate and a dealer can take advant­ 
age to match a contract for purchase or sale, by a corresponding con­ 
tract for a resale or repurchase, either to make a profit or to cut his 
loss. Therefore, these transactions are called ' time bargains.' Among 
the members the closing of the deal can be done only at the settlement 
on the exchange. But in transactions between a member and his 
client closing can be done before the settlement on the exchange, with 
a view to reducing the debit balance. It is these three facilities, 
namely, the long. period, settlement by differencing, and biuila; which 
lure people to indulge in excessive and unhealthy speculation. 

19. We will now survey various aspects of, or stages in the 
conduct of trade, namely, (i ) contracts ; (ii) settlement and clearing ; 
(iii) buying-in and selling-out; (iv) carry-over or budli : (v) transfer 
of shares; (vi) margin trading and (vii) short selling. 

11 
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23. Contracts, whether for cash or for the account, are fulfilled 
through settlement. The mode of settlement has an important bearing 
on the regulation of stock dealings. Settlement within time limits 
is essential to prevent accumulation of liabilities of dealers. If liabi­ 
lities are allowed to accumulate dealers may find it difficult to discharge 
them later and thus may lead the market to a crisis. Settlement is 
to be made in some exchanges according to written rules, and in others 
according to rules and usages. In curb exchanges and unorganised 
share bazaars, there are only a few unwritten rules for this purpose. 
We have seen that the contracts between members and non-member 
clients are subject to the rules or usages of the exchange to which the 
former are attached. Hence the settlement between them too ought 
to be done according to the practice on the exchanges. 

24. The way of settlement and the facilities afforded for the 
purpose are the most important factors which regulate the speculative 
activities of the members as well as the public. For example, if mem­ 
bers are to take or make delivery in a short period of all their pur­ 
chases or sales, large funds will be required and this may deter them 
from doing too many transactions. Whereas, if they are allowed to 
settle the bargains by some device, without taking or making delivery 
or full payment, it will encourage them to do excessive speculation. 
Similarly, if compromise between defaulters and creditors is permitted 
it is bound to encourage much undesirable speculation. 

25. The arrangements and the procedure for settlement are found 

- .. 

4 forms 0£ contract, either prescribed by rules or adopted by usages : 
·~ (i) contracts for settlement issued by members acting for constituents 

as brokers ; (ii) contracts for settlement issued by members acting 
with constituents as principals ; (iii) ready delivery contracts, mem­ 
bers acting as brokers; and (iv) ready delivery contracts, members 
acting as principals. In the latter three cases, whether between mem­ 
bers or between members and non-members, brokerage, an important 
factor adding to the price, is never separately mentioned. Thus a 
knowledge of the brokerage added to the price, is denied to the public, 
as well as the authorities of the exchanges. Yet, such contracts are 
found officially prescribed even by exchanges whose rules are approved 
by a Provincial Government. In _practice, contracts between members, 
on exchanges, whether by usages or by rules (as in Madras), are 
always done as principals. Besides, contracts in genuine form are 
never passed between members. 'Memos' or 'notes' are substituted 
for formal contracts and the practice is recognised by every exchange. 
Such methods are adopted only to circumvent the rules regarding 

-- � contract stamps. Concerned about the loss of revenue, the Bombay 
Government issued a notification directing that even the memos should 
be stamped ad valorem in accordance with the Contracts Act. But, 
the action does not appear to have been successful. As matters stand, 
genuine contracts duly stamped, are being passed only between mem­ 
bers and their clients outside the stock exchange. Nevertheless, on 
two recognised stock exchanges of Bombay Province, for transactions 
passing through their Clearing Houses, the presidents used to help 
the Government in getting the stamp duties. It is doubtful if this 
service was rendered fully after the promulgation of D. I. Rule 94C. 
Thus almost all the transactions between members on stock exchanges 
and the entire volume of transaction on the curbs, are being done 
without proper contracts duly-stamped. 

(ii) Settlement and Clearance. 
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26. Ready Delivery Contracts enjoin that the parties should take 
or make delivery of the securities bought or sold, against payment. 
Settlement in any other way, according -to the rules of the exchanges, 
is not permitted. If any one party fails either to make or take deli­ 
very, the securities will be bought-in or sold-out in the open market 
by the Secretary of the Exchange and the loss will be realised. In 
stock exchanges served by clearing houses, the securities in the cash 
list are divided into two groups, one group for settlement through 
the clearing house and the other for settlement by a process of ' hand 
delivery.' In the case of the former, i.e., securities which are cleared, +­ 
members are to submit to the clearing house one day before the 
'delivery day' a statement in prescribed form stating their purchases 
and sales classified according to the securities. On the ' clearing day ' 
members are to deliver scrips for the balance sale, after crossing out 
purchases and sales, along with the payment for the debit balance, 
if any, in the account. On the day after the clearance day, securities 
will be delivered to the purchasing members by the clearing house 
and payment to the selling members will be credited to their accounts. 
If any member is found to fail either to make or take delivery, the 
securities will be bought-in or sold-out against him, as the case may 
be, in the open market by the secretary of the exchange. The damages 
from such a procedure will be realised later from the defaulter. How­ 
ever since the promulgation of D. I. Rule 94C, a new practice has come 
into' vogue in the Bombay and Ahmedabad Exchanges in the settle­ 
ment of contracts regarding cleared securities. A delivery rate for 
each security will be fixed by the exchange on the clearance day ; and ~ 
members are permitted to settle their contracts by the adjustment of 
accounts and payment of differences in prices. Thus, it has been made 
possible to effect settlements without the delivery of scrips and full 
payment of prices. 

Settlement of Cash Dealings. 

to vary among the exchanges. On some exchanges like the Native Stock 
and Share Brokers' Association, transactions in some securities are to r 
be settled through the agency of the exchange, while the rest are to 
be settled only with the know ledge of the exchange. On the Calcutta 
Stock Exchange, though a portion of the transactions are settled 
through the agency; the rest are fulfilled independently of the machi­ 
nery and knowledge of the exchange. On others like that of Madras, 
the entire settlement is done independently of the machinery and 
knowledge of the exchanges. In the latter two cases, an exchange is 
only to intervene and enforce remedial measures in accordance with 
the rules of delivery and payment when failure is reported. Where 
the transactions are settled through the agency, the exchange has 
provided a clearing house. Of the 21 exchanges in the country only 
three are now provided with clearing houses-the Bombay Stock 
Exchange from 1921, Ahmedabad Share Brokers' Association from 
1925, and Indian Stock Exchange (Bombay) from 1937. The Calcutta 
Stock Exchange had made arrangements for clearing 4 or 5 securities 
from 1944 December, but this arrangement was discontinued in 1946. + 

Even on the three exchanges, clearing is limited to a very few active 
counters as shown in para 9. Clearing arrangements in Calcutta have 
since been discontinued. 

As the mode of settlement differs with the nature of the market, 
the subject may be dealt with separately under cash and forward 
markets. 
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