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MR. CHAIBMAN: Statement of the Public Accounts Committee.
Shri K. Rahman Khan. Not there, Shri Anantray Devshanker Dave. Not
there.

Statements of the Department-Related Parliamentary Standing
Committee on Petroleum and Chemicals. Shri Bam Nath Kovind.

STATEMENTS OF THE DEPARTMENT-RELATED PARLIAMENTARY
STANDING COMMITTEE ON PETROLEUM AND CHEMICALS

SHRI RAM NATH KOVIND (Uttar Pradesh): Sir, | lay on the Table a
copy (in Engl'sh and Hindi) of the Stalements on Action Taken by the
Government on the recommendations contained in the §" Report (13" Lok
Sabha) on Action Taken by the Government on the recommendations
contained in the 8" Report (13" Lok Sabha) on Demands for Grants --
2000-2001 of the Ministry of Chemicais and Fertiizers, Department of
Chemicals and Petrochemicals.

CALLING ATTENTION TO MATTER OF URGENT PUBLIC IMPORTANCE
The Extreme Volatility in Stock Markets

MR. CHAIRMAN: Calling Attention to matter of wurgent pubiic
importance. Dr. Manmohan Singh.

DR. MANMOHAN SINGH (Assam): Sir, | beg to call the attention of
the Minister of Finance to the extreme volatility in the stock markets In the
last few days which has led to a climate of uncertainty and instability for
investment and remedial measures taken by Government with regard
thereto.

THE MINISTER OF FINANCE (SHRI YASHWANT SINHA): Mr.
Chairman, Sir, stock markets world wide have been on a downtrend,
particularly technology stocks, for the last one year, This has also affected
indian markets. For instance, NASDAQ, which consists mainly of “new"
economy stocks has declined by about 59 per cent from March, 2000 to
March, 2001. The markets in Japan, Korez, Talwan and Germany wert
down in the last one year by about 50%, 40%, 556% and 71% respectively.
The 8SE Sensex decreased by 22% in the last one year or so. In line with
international technology stock indices the Indlan technology stocks have
also declined by about 83%.
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While the downwarc movement of the Indian stock market and its
volatility have not been unusual compared to intemational markets, around
the beginning of March, 2001, SEBI received information that stock prices
were being manipulated. As such, investigations were initiated by SEBI in
coordination with NSE, BSEE and CSE on 2™ March, 2001 against 20
brokerage entities.

Subseqguently, SEB called a meeting of stock exchanges in
Mumbai on 5" March, 2001 to review the current market situation.
Thereafter, the following measures were taken by SEBI:

1. SEBI has imposed a 10% margin on all saies for nor-institutiona!
players effective frorn 5" March, 2001,

2. The threshold limit for applicability of the volatility margin to be
reduced from the present 80% to 60%.

3. No exemptions to be allowed in the applicabitity of volatility margin
to any class of investors.

4. Al sales transactions effective from 8" March, 2001 shal be
backed by dealivery unless a sale transaction Is preceded by a
purchase position of at least an equivatent amount in the name of
the same client in te same or any other exchange. This wiil aiso
apply to proprietary trading by members. This decision will be
reviewed after two settlements.

The current margining systemn will be moved to the Value-at-Risk (VAR)
scrip-wise mode! from July 1, 2001,

On 11" March, 2001, SEBI announced the following additional
measures to enhance marke: safety:-

{0 As a temporary imeasure, banks will be allowed to provide
collateralised funding in Automated lLending and Bortrowing Mechanism
(ALBM) and Borrowing and Lending Securities Scheme (BLESS) facilities of
the stock exchanges,

{ii) The existing {rade guarantee funds set up by stock exchanges
would henceforth provide counterparty guarantee for all the transactions
which take place on stock exchanges and meet the payment obligations of
brokers immediately without waiting to declare them as defaulters;
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(ifi) Henceforth, the securities lending scheme would be applicable only
to the transacticns under the ALBM/BLESS facilities;

{iv) The additional margin of 10 per cent on the “end of the day” net
outstanding sale position of all scrips in Modified Carry Forward Scheme
(MCFS)Z/ALBM and BLESS introduced temporarily by the SEBI on March 5,
2001 is being increased to 25 per ceant with effect from March 12, 2004;

(V) The broker-wise end of the day outstanding position (aggregate of
all securities) of a member on any stock exchange other than the BSE/NSE
shall not exceed Rs. 50 crorg;

{vi) The gross exposure limit for members of the Stock Exchanges is
being reduced to 10 times of the base capital and the additional base
capital in the case of NSE and to 15 times for the other Stock Exchanges.

On 12™ March, 2001, SEBI announced further measures as below:-

(@ Anand Rathi, former President, BSE and his broking concerns have
been prohibited from undertaking any fresh broking business till
further orders are passed by SEBI in this regard. Anand Rathi has
als¢ been restrained from acting as a Director Member of the
Governing Board of BSE till further orders,

(D) In the interest of investors, arderly development of the securities
market and proper management of BSE, six members of the
Governing Board on BSE have been restrained from acting as
Directors or office bearers of BSE till further orders.

As far as bank advances against shares and guarantees to stock
brokers by the banking system is concerned, the RBI has intimated that it
is less than 2 per cent of the total advances as of 31 December, 2000. In
this regard, according to information available with 8Bl there bas been no
violation of its prudential norms,

While fluctuations are normal in stock markets and should not be a
matter of undue concern we should be vigitant with regard to any systemic
risk or maovements driven Dy any form of manipulation. | have been
assured by SEBI that there is no systemic risk tc the market and there is
no danger of a payment crisis.

SEBI has already started its investigations as far as price
manipulation is concemed and will take necessary follow-up action. In
addition, | propese tc take the following measures to improve institutional
mechanisms and trading practices in our stock markets:;
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(@) Corporatisation of stock exchanges by which ownership,
management, and trading membership would be segregated
from each other. Administrative steps will be taken and
legistativa changes, if required, will be proposed accordingly.

(D) Extension of rolling settlement to 200 category "A" stocks
in Modifled Carry Forward Scheme, Automated Lending and
Borrewing Mechanism and Borrowing and Lending Securities
Scheme Dy July, 2001.

(c) Government intends 10 propose legislative changes to
further strangthen the provisions in the SEBI Act, 19082 to
ensure investor protection.

To conciuda, | would like to reiterate that the Government and
SEBI will continue to make every effort to ensure that capital markets
operate in an orderly, transparent, safe and fair manner for all investors. |
would like to assure the House that the guilty shall be brought to book
without fear or favour and no one shall be spared.

DR. MANMOHAN SINGH: Mr. Chairman Sir, | have heard with rapt
attention what the hon'ble Finance Minister has told the House. The
strong, heaithy, transparent capital markets are in the national interest. But
to ensure that the market functions properiy and to protect the interests of
genuine investors, we need credible reforms backed by credible systems of
supervision and monftoring. In the last decade, a good deal of effort has
gone into this area. But, what is now happening in the stock-markets is a
source of worry to all of us bécause alt is not well. The hon. Minister has
stated that it Is only in March this ysar that the Government or SEBI knew
that crises were being manipulated. |If this is the state of information
available to the Government or SEBI, this reflects very poorly on wha! s
happening in the State of Denmark.

The second point that the hon, Minister has made is that he has
stated, "I have been assured by SEBI that there is no systemic risk {o the
market and there is ne danger of payment crisis®. | hope what the hen.
Finance Minister has sald is right. But | think he knows it and everyone
glse knows it that the markets certainly do not share this perception. The
over-activity on the part of the SEBI for the last several days had not
diminished the nervousness of the market and, In fact, this moming the
market again tumbled. So, there is a crisis of disbeilef. We were told last
week by SEB! that there was no danger of payment crisis, and come
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Monday, the market crashes by 140 points. Last night, probably, in
anticipation of a parliamentary debate, further measures were announced.
But the markets were not impressed. So, | respectfully submit to the hon.
Finance Minister that there is something deeper, in the nature of a malaise,
that afflicts our stock-markets and that the time has come when this shouid
not be put under the carpet. | sincerely helieve that a mere routine inquiry
by SEBI will not serve the purpose of ensuring that our markets are cleaned
of unhealthy influences, unhealthy practices, excessive, rampant and
reckless speculation, insider trading, price rigging, etc., that have been
noticed from time to time, not only after March, but also, at least, for the
last two years in a row. It saddens me that for the third time in two years
the Fresident of a !eading stock exchange in our country, the Mumbai
Stock Exchange, has o leave his office in ignominy. | think it was in
March, 1999, that a former President of the Mumbai Stock Exchange had to
step down following his alieged involvement in scandals relating to breaking
into trading systems after market hours. Now, we have seen, in the last
weelk, the fall of another President. A distinguished lady tcok his place.
L ast night, the SEBI has removed her alsc.  Along with her, they removed
seven Directors also. What s it? That itseif is an indication that all is not
well with the State of Denmark. That SEBI did not know that these broker-
driven stock exchanges were indulging in activities which are detrimental to
the interests of the investors, is, at large, a sad reflection on the functioning
of SEBI and on all thase associated with 1t

Sir, all over the world, the markets do fluctuate and all markets are
increasingly being integrated into the world market. So, a certain amount
of fluctuation s inevitable. The NASDAQ is fluctuating and it affects the
technoiogy siocks. But | regret fo say that in the Jast 18 months, and
sometimes willy-nilly, SEBI has given the impression that # is interested in
pushing the prices of these so-called new economic stocks in a particular
direction.,

| think, in violation of the norms of the SEBI, sucddenly for initial
public offerings these new economic stocks were lowered in order 10
ensure that prices behave in a particular way.  In view of all this where are
we going? | would like to tell the hon. Finance Minister that it might have
come to their notice only in March, 2001 that the prices were being
marupulated, The public memaory 18 quite sharp. Perhaps, he has forgotten
that two years ago, talks of a buil operator using bank funds to rig up
prices of Sterlite, Videocon, BPL and Himachal Futuristics came to our
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notice. SEB! had ordered an inguiry. Sir, to the best of my knowledge,
that inquiry has still not been completed. If this is the state of policing of
our stock exchanges, what confidence can the country have that we have a
watch-dog which is equal to the task? | would, therefore, like to know from
the hon. Finance Minister as to what has happened to the 1968 inquiry. So
what is going on in the stock exchanges today is not a phanomenon which
arose on the 2™ March. |t has been going on for quite some time.
Technology stocks were being driven up, were being ramped up with the
help of a particular bull operator and his colleagues for morg than a year,
What did the SEBI-do? You banned the short seling. But what did you do
when long purchases were taking place to ramp up these favoured ten
stocks of a particular bull operator? | agree that you should investigate if
there is a pear caught. But you should aiso investigate if there is a bull
caught. In fact bears and bulls are integra! pan of stock exchanges. Bears
of today can become bulls of tomorrow. But is it necessary for the SEBI to
say that things have gone wrong only after the 2™ of March, 20017 What
was going on and the manner in which certain bull operators were
manipulating the stock market was nct consistent with the underiined
fundamentals of the situation. More recently there has been a talk once
again of the involvement of bank funds in fanning excessive speculation in
the stock market. The hon. Finance Minister has told us that the Reserve
Bank of India has told him that the exposure of banking system to the
stock market is not excessive. | respect his words. But, Sir, | hope he has
aiso seen the newspaper reports that before the recent proposed merger of
a private sector bank with the UT! bank, there was an excessive
speculation in the shares of that private sector bank. It has also been
alleged that a particular bull operator has a sizeable stake in that bank.
Furthermore, that bank is lending shares to ramp up the prices further. |
wouid like to know from the hen. Finance Minister as to what is the true
state of affairs with regard to this particular matter. | am told that the
Reserve Bank of India brought this matter to the notice of SEBI as early as
in October or November and asked the SEBI to find cut if there has been
any rigging or ramping up of the prices of this particular private sector bank
before the merger was complated. What has the SEB! done? We know
that nothing much has been done. Recently, the Reserve 8Bank was
compelied to ask the SEBI to apprise them, latest by 31® March, as to
what its assessment is on the charge of price rigging of this particular
share. The hen. Finance Minister has talked of cenain long-term measures.
Sir, | welkcomed the decision to bring in the roling settlement system. |
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asked him: "Who has bDeen blocking the introduction of the rolling
settlement system?* It is the SEBI which has been blocking this rolling
settlement system on the plea that it will destroy the feel-good-factor in our
market, that it will, in the process, depress prices and volume. I
rgspectfully submit to the hon. Minister that it is not the function of SEBI to
sit in judgement on what is the right volume or what is the right price.
SEBI should be a ring-master, a monitor, o ensurg that stock markets
function in a particular way. But we have now acquired a system where
every operator expresses his wish as to where the market should go and’
where the markets will go, and, in the process, whether it is SEBI or other
financial institutions, they are cheating the poor, the small, investors. We
have heard about the Budget. We know what it has done to the poor
pecple. Those who invest their monies in Provident Funds will 100se; those
who invest their monies in smatl savings will loose. Well, they were told,
"Don't worry. You will have a rosy return in the stock market.” We know,
for example, what rosy returns these poor savers, widows, pensioners and
retired persons would get if they heed the advice of all these new fund
managers that, *Forget the old economy. Go and Invest your savings in
the new economy.” ' ,

Sir, | could go on. But | think, there is the limitation of time and |
end by asking the hon. Finance Minister a few specific things. First of all, |
would like to ask him: Did SEBI act on its own or it had to be persuaded
by the Government to act to restore the so-caled feel-good-factor
generated by the B t? in other words, when the SEBI intervened after
the fall in prices on 2 March, was it at the direction of the Government or
was it done by SEBI on its own? If it did not act on its own, responsibility
should be fixed for lack of supervision of the market. The second thing
that | would like to know from him is: What is the scope of Investigation
being conducted by SEBI? Will it confine itself to the role of the so-called
bear cartel or to that of the bull cartel also, which has been operating for a
long time, particularly, with regard to some specific stocks, and whose
operations have been the talk of the market not just in March, but, at least,
for two years in a row? There are well-known ten stocks which have been
the subject-matter of the activities of the bull cartel. | do hope that he will
ask the SEBI to look into that aspect as well, not merely confining to what
has happened in March. That is important. We must know the truth as to
what happened in the Mumbai Stock Exchange; what the Presidant's roie in
getting the privileged information was and the leaking of that privileged
information; all these must be unearthed. | think, the activities of the so-
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calied bull cartel should also be investigated by the SEBI thoroughly. The
third question that | have to put to him is: What happened to the 1668 SEB)
inquiry in which certain brokers were involved in rigging the prices of
Sterlite, Videocon and Himachal Futuristic? Why has the SEBI not
completed this inquiry although three years have passed? The fourth
question is: What has been the role of bank funds in favouring excessive
speculative tendencies in our capital market? Has the Reserve Bank asked
the SEB| to probe, in particular, the share prices of Global Trust Bank
before its proposed merger with the Unit Trust of India Bank? If so, what
has been SEB!'s finding in this regard? My 5" question: | would like you to
answer what has Deen SEBI's own role in encouraging excessive
speculation in the so-called new economy stock by liberalising unduly
listing-norms to favour particular promoters and particutar companies. 6"
question; Is it true that indian markets are characterised by excessive
speculation vis-a-vis the most other capital markets of the world? What
measures are being contemplated to deal with this? You have mentioned
the introduction of the Roling Settlement System. | welcome this. But why
is this Rolling Settlement System, which has been recommended for a long
time, been held up? | am told that it is held up because SEBI and its
bosses feit that this will destroy the feel-good factors. | would like you to
contradict that. Then, newspapers have been publishing stories which are
creating panic in the market. They say that Revenue inteligence is in the
picture; the Enforcement Directlorate is in the picture; the CBIl is in the
picture. | would like to know what specific role you have assigned 1o these
agencies and, if they have any role, how it is going to be coordinated with
this inquiry that the SEBI bas ordered. Then, Sir, and | say this with great
trepidation, rumours are afloat that our stock markets today are aiso,
unfortunately, being funded by underworld money. | would ke you to tell
us if you had any information at your dispesal. | hope | am wrong. But
these are some of the issues that we expect the hon. Finance Minister 10
clarify; and, in my view, this debate will serve a purpose, but the matter is
far too sericus. We need an inguiry that will truly inspire confidence. Bui
go far as the nature of that inquiry is concerned, i think we can discuss
that at a later stage.

aft da Ao (vEwx) ¢ arevviy AWMy AEEg, A i HE of @
Wt g 5 Hag & A widhe s wasw & A Tide iR @ golt am A R
TE & IuA-qud 74l % 3, Oud an W A U e daw g & iR st avw
7 A a7 @ & R @/ Figer arem|

AT

Y



RAJYA SABHA (13 March, 2001]

TR wEET, & ot a@m g 39 R oA Arig B At qeea W
% ¢ 7Y ) g ¥ e A W) wew ot 8, 99 waw B AN arafia
HTEe §| 7EIRY, ATl ¥ TR tord ¥ T giew A 8 Wig Y | o) 2
Preff | A o BREm ¥ dR= AN AT IR wEFt oeht wmwett & ff | anat
A % s GEKe A2 fon R e o fF ok o weiimfrr dwrad =
H Akt &) IES awh Framdt F 70 ARY TAY WIE Abe & o By &
Ay Tfigd & fae afT 2 9t & o It B v A 3w B Ty et o = T
AT &R & T & T &%7 €17 A% e AW 3 O TF W, BGfST 999 A
Z 4!

133

A AR, 59.94 avad e ot & gwe & A €% ygdw o
giE &% &t A7 T qT W SUH-95F E¥, % oRU I o med B,
& A | A9 TeR 1902 & AW deR A R & d ac By R, 2 d
R A o ¥ W g, AofeRe &% ol &% oite wue, A G avE
¥ g A & e Pt guE /, I e ] 7 i uw B 9
M T /@ & ORRS B ARt St #w) 39 v ot e
¥ smEr! & 59 OXe & Ry o W w2 & 5 oy 69 BYgy, 9 gER
& ot sAR wEn-aReE € 39 9Ed 4R e S afEa E

E:

:»g-%
o EEEE

i
a

134
1t
%
%
A
;
%

3
o
1
3
8

A 4

i
3
3
:
§ i
:
3
%
!
i
uﬂ;

| S A gEet o gt e ¥ wm IOR Y, WY Uwed § Wi
, R # Reierd ff 5 S9E) 3w w7 o AfFT 8 S T8 TR aE
aftvy & ft 0 A, 2000 # o 2R fivey &1 @ 1348 TUT o1 S

TR
i3
& o

248



[13 March, 2001] RAJYA SABHA

9 AT, 2001 @ THFH HId GeHT 124 YT 8B w7 &1 U A ¥ IE¥ FAN &HGT
wd o £ g ’HE, 2000 &' Yerdf¥w wfirew @ v 1816 IOV @1 WY § HMW,
2001 3 I T 9F -0 B ore 399 mEY Ueww 125 UV B T§)

2ot Rreew @7 W 3061 TOT o1 FAEE) UTSW e wew} 236 TUU B E |
A EETATS & Ye 1102 BUT 91 W "ed? 106 IUT B 1 N fmwme
wafT® 1102 TUT § UeBY 206 TUT ¥ T TATl FO q5T 9OF )

R el a2 o @ s e o g @ il wa @ g & AW
fak tH-37 W, ) e A EY ¥ R 29 R s W R & R & and A
dweT g W &, ong. @) dmew A A AW T v &) AT uE &w wEl wern
e TN giifay w= g 7E 4R 98 ore A faw e mERa ¥ e B
AT 7 MBS A Ao gU A st R T e &)

TF @E qaw & Rad v @ 39 10 R ¥ W A aEd afgaeE g

]

;
7
-
3
:
1
= 8
3
o
|
|
&
3
P o &

]
A
a
7
s,
-
|
E)
o
3
g
AP

3 3
A
5
1
Ei
g
34
%
% 9,
]
4
38

53
= &

4943

5
74
3
;
5
3
<!
4
i
-2

EETE
3@
3
4x3

3

3, :

el i fmé | s gee-ger ke 300 Wy R o g,
vt @l o ff HROT B, IR F FROT BRY B @1 i AEen aivE
o & I9% wRY v 81 WS Jus-geE 300 uigew iR, w9 114 ugew i,
Rost | frow prar / dax am Amear R R= & s 1000 aiEew o &,

z
i

A wErge, § ar wE T €y omdd) vad ot 3 A wwew fshy
wemeil ®1 g At e &) oy g gRg &, venmdsl & o cwdemd B, aEa
¥ £ et wogw £ A aevdly R vt vy & aw goen aen £ f @
o "ela ¥ pel 4 @ ) i = f ™ fu § ofer @ A g

249



[13 March, 2001)

RAJYA SABHA

5 EExE_ EEVEF EFBETE EEEF*EE
W \mm MWMM mmmmmmMWWWWWmm MWWM %nm
mwmm m mmm WMWWM&mmmmﬁmwmmm w_wm w
wmwwwﬁ mmmmﬁ%gmm memwmmm mmwﬁmﬁ
mmwmmmmmmm wmemmmwﬁmmmm memmwmm
e m_m Wmmmm.ﬁmm mm - E m.mmwﬁmm .mm“m mwmmmmﬁ_w
Wmﬁmmw © mﬂwt g WWW&mmmmme 3 m%.Wmmﬁ\Mﬁ
3 mmmmmmmwwm mmmmmmmmﬁiwmmmmm mmmmmm §
AT OO L i TTWWWW
iR I O
mwﬁamw%wwﬁ%%wm; HHHE : mw?
GEErppeEE Ee® Lpubiet <5t EEEL FiFe FED
ﬂ%ﬁmw mmxwmmﬁﬁmmm 13T 11
w mmmmw mm tmmm mmmwnwmmw\mma EE mmwm

250



[13 March, 2001]  RAJYA SABHA

o O &) FreR WIEAEY B FafAT uwmst am R % Sum e ¥ s £
iRt s an ot & % g &% mwatmﬂwmgmﬁlmw
¥ & v gdhnd 3 wefaeyh et & & 74 erflt Rod &7 4 wias Rg &
T aEx e & 5 R R o) ¥ g R w9 ofvar A @fe @ @
) AN B gg A T & B oEd T & ¥ R w1 s g aw w=a &4,
TR AN FRr MR AN gl S W e T s g o " HF &
mﬁ.mquﬁmmmwwﬁmmmmwm
a7 I & fd oft Tl ) e A 7w R O wEY U 99
thtmmmﬁmmmmmmmﬁm
g% ot ot I ¥ Fmw & ww oy | W MU o wNir wowE Q-
aeEE B 9% 0 Refy & 9w vt ¥ IR e a9 o B, SuEt oAt

A

S o) Ht var 81 g o ﬂsﬂaﬂﬁmﬁtﬁttﬂslheUTIBankdoes
not foresee any difficuty in the bank's proposed merger with the Giobal
Trust Bank. gt at R afr o M g s e wm & & gu sy &
e B aren #| FUR ¥ O avent sfaert et # g & 1w & 6 Aol A
ﬁimﬂﬁtlﬁﬁﬁw BH QY WU W Wi e 9w | anfaw .8
% ¥ W gow &, o a9y £ I wm R &7 red o

¥ AW W W @S A Aen a1 I &, g f goww
ﬁ&aﬁtﬁiq.ﬂ.aﬁ.mﬁﬂ.ﬁ.tﬁ.ﬂ?qﬁﬁﬁiww
frao sevwe &, T gove 87 o diod &, off R g &,
I e 09 v wfte £2 3@t w7 o gfefies &, TR Wx 8
1T 3@ Fare 35w & % o B9 $7 69 gRieve IR Aihe § 3u of

mtrm&msahaim‘rm'éﬁrmlﬁ eﬁﬁuﬁgmﬁﬂﬁﬁ
WO % qR § & amar 3w w8 € 5 R s g gfre # %A g & g
mﬁmvﬁtnm&ﬁﬁamﬂmﬁm (T reafgi F gl ¥

AW @1, TE JGA TN UF |/ AR B, aﬂﬂmgﬁmmglﬂwi L.
e % o B aEr T8 ¢ oftte fradie ¥ gEerE BfEd B @,
frg oo ofte 2 I8 3w I Sww e # Aed @) 3 e A e
w8 fewr o wwarl o flgwd ¥ e & I ) 9 ¥ ®R a8 e
W FqEA ! AfE 6 X AR B g6 W Ay A R &) e wdt ¥ g

251



RAJYA SABHA (13 March, 2001]

o

& forgy nam ) AT AT AU FATT X warar & 5 amre I @ i gy v &
3y Mg v Aifbe A Ufeeg T @, em o N AR A e &
o & Ee T R #rad ¥ tew e o firwr W W ofEg)
(TR gt o, O o wa T &) A 7w i A g Wi
flre g ¥ goitT v ¥ & R ww @ o8 o e &1 fewd F iide
A v wierw Aurdde @) wf T oY, 99 |aT arg @ A A1 9 et
B O & Y 11 AN T@ Arfbe W wWipd @1 11 O o 98 gwirm foran
| & ggd U B8 ¥ 8 W # om sienig sRen Raw @, ww A R dw
¥ ggelt Ay Afden v affe 9 sremw at afw gy Afken ff o@ @fEn A o
T X gawer A g8 AfEen oft wite 8t sm amr It w1 Ran) @9 fam d
o A T aw A reT E 5 frwd & oofide s AR B
AT ¥ Ryt A g ww @ " 2 ok fad ohegy wom @ Awen &,
A 21 i f g &1 Tx wma &9 A we ) T BN A | e Tl Bt B
& 7 4G ¥ I T8 v 9 @ v U o T# =Fom it O 1968 &
Moot gv uet 31 fam mn, frpe O avg 9 9 R & Fuw @ gqt I
Ao A B AR X N T & Qe 5 X} Mg ¥ w8 et &, &S eef 2,

I AR-gEE o gmed £ o arER @ g A & A et

g

5

ﬁwm'miﬁﬁmwﬂmwﬁmmwwﬁ
e P (@RI W A W A1 8wy T o 5 e

o ke ¥ A R A 2 O & st e avdang.
5 R Afad, T B I AT F ofRfRE www iR
e F yRg A B A aem 5 @ @ sy gRfime uis weme, e avE #
=nfie wira wgy W by @ |age ofearid FAEA R o g @ AEa B



[13 March, 2001] RAJYA SABHA

A5 et oeft &1 arw B e T I I AN R AR W W
fRafy & o0 &} o1 e 5 o &) 3 E9R RS & arwure AU
= |t 3 o R &, e R & 9% e ) aw ¥ g e &SR
ST a1 TN N Y T FEY AR B | R "fAA 74 @ ST 39
fom STum o TE U gUN WG BMT) FHGT o™ TE BT b fa go ol
e, A B T &8 @} BWw | IR o s e 9w for EWR o
| gufarg A.oh.op. W A srge o & W A B TR ¢ oW R B AR
AT IE T AER e @rE, e fraws & o &) o wE % o
fetfher &1 wx, N a9 @ AEER & IEE ATAR AT A B 1 & W
¥ 5 WE P gD AW T @, 9. . wis Y A1 A o e i ¥ W
ARw A Tga o ¥fe Huf a7 8 &) S-IR Aoy ot €, T e Ao,
aredt sufral &) agd Wil oot sufr f £ o Rk s & w ao (e @
B | STA a8 ¥ U ANLw IR Aifhe Red zan, HY ganl TE &w I A&
t ofr et o Rege awn &9 &1 am o suienerm ot aa w8 ¢ A
tRowsed A giomafivs um e T Gl oo s A g &
soE g avE A Rrgeganees 81 9o &1 o Fuke ol 4 wad R |
AR g W, HEE ¥ areh Iw wfde & ) ofReT % @ W oW i aifde & ww
w T g T weREEeEE B 92 o, T A 59 R W o8 °w
e & Xt Ry A 3R AT T8 T PE I @ ue fAfPEa AR & e #Ew
Brm R & 75 AR g9 W § 5 5o ou ome 8 w9y ) wee B
wWiihe & ¥ @HT w8Y 600 TS IUY &l AR B 500 FIN§ SH U™
Stye. ¥ IRk g Aofree W Tor @A @ IR B FEew wfbe gund
T8 & | Biowr, JEnREE R Hqug, 5 A ¥ fied Il 5% o e £
Ao gs Y W5 & ovmn SNt % o ast W ¢ ww v ¥ Av Owr A #
&mmm#@wmﬂmmwﬁmﬁmmwg -
Qe At & SEH e} et Hag A o o @B R 4 AR usal @t Sv
THEAPT O, 29 P ydTERT oY {9 AN UE A% 8| FAR GOl 9T W 59 9HY
T &N oG BRE ¥ amEary oo £ o9 49 on wyam e Rem ¥ e

ar%

Gl
th‘

a%??

v 24

o

LET

E
wmmﬁmmquﬁgamﬁwﬁmmm
&, 9 U% ®Y Jipw Wi R W G &1 e |

253



RAJYA SABHA (13 March, 2001]

SHARI NILOTPAL BASU {(West Bengal): Mr. Chairman, Sir, there is a
strange wink of irony in today's debate, in the sense that the Leader of the
Opposition who had called the attention of the Minister, was on the
chopping block, nine years back, and the present incumbent was the most
articulate speaker from the Cpposition Benches, demanding a JPC into the
securities scam. Sir, 1 had the fortune or misfortune -- | do not know, |
mean, that will become clear only at the end of the debate -- to go through
some of the arguments marshalled by the present incumbent Finance
Minister for constituting a JPC to go into the abnormal activities in the
capital market, nine years pback. There are dissimilarities and there are
similarities between the two situations. Of course, it is somewhat awkward
for a communist to try and study and make sense of the capital market.
But | must tell you that we have good reasons to do it because the Finance
Minister's Budget f#self has forced us to go and properly study the
implications of what is happening in the capital market, The Finance
Minister has announced three steps regarding small depositors in his
Budget Speech. One, one-and-half per cent interest cut on small deposits
in Banks. Second, bringing down the limit for taxation, and also deduction
of interest at source on bank deposits. Now, thase steps are very clear
recipe for pushing the small depositors away from the savings banks to the
share market. | will not elaborate on the steps that he had initiated to
produce a feel-good factor in the market which was depressed for the
whole of last year. In fact, | will not go into the detalls because Mr. Sanjay
and Dr. Manmohan Singh have done it. The Economic Survey itseif notes
that the market was depressed for most part of the last financial year, that
is, 2000-2001. Unfortunately, there were other signs also In the behaviour
of the market. | cannot agree with the basic premise on which the Finance
Minister has based his statement, that is, that this is a secular movement
taking place in sympathy with what has been taking place in the NASDAQ.
Mr. Sanjay has menticned about the inappropriateness of comparing the
activities of the Sensex with that of the NASDAQ because everybody knows
that the NASDAQ is an exchange which basically deals with start-up
companles in the [T sector, specifically dot com companies, which have
gone burst. You will soon come to know, and our IT Minister will also
come to know that cne day the scrap that you are dishing out, the pipe
dream that you are trying to lead the country 1o, is gong to burst. But the
point is, NASDAQ is not the appropriate reference point vis-g-vis the
movement of the Sensex. It is the Dow Jones. If you see the movement
of the Sensex over the last one year, you will find that there is a downturn
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of -65% in the Sensex, whereas the Dow Jones has gone down by a mere
5%. This is the situation. Therefore, | think, the inappropriate importance
that you were attaching to the secular movement of the Bombay Stock
Market, is totally misplaced. What is the similarity? The similarity is, the
failure of the regulator. | mean, that time, there was no regulator at all
and, today, the regulator has failed. At that time, the public sector financial
institutions were being charged or alleged that they had a role to play. Shri
Sanjay Nirupam has mentioned about the UTI, | will come to that later on.
Then, we had also attributed it to the role of the banks. That time, it was
essentially the public sector banks. Today, it is not the public sector
banks, but the private sector banks. You have indicated to the whole
world that you are going to privatise the public sector banks all over the
country. Therefore, it becomes all the more necessary for the Communists,
for the Leftists, to examine as to what is happening in the share market,
because, ideologies apart, we also want our economy to grow. But the
recipie that you have suggested for the growth of the country is totally
mispilaced.

Now, | would like to point out that, if you see the actual figures of
the market from September, 2000 ¢ March, 2001, you will find that in the
first seven days --1 have some figures -- the change of percentage between
the opening and closing In September, 2000 is -11%. The difference in
percentage of high and low on a particular day was 18%. In October, it
was -8% and -19%:; in November, it was 7% and -8%; in December it was
0% and -13%; in January, it was 8% and -11%; in February, it was -1%
and -10%; and, in March, for seven days, it has been the most volatile, /e
-8% and -15%. So, if you say that the market was depressed, it does not
give the whole truth. The market was depressed as well as volatile. if the
market steadily goes down or steadily goes up, we can understand that,
but the peculiarity of the situation was that, while it was depressed, it was
also volatile. Nowadays, the Minister of Finance is saying ‘we have nothing
to do with the share market, it is the job of the independent regulator'.
You have actually conceded to our demand that there has to be an inquiry
and it has to be a credible inquiry, because you have already said in your
statement that an ingquiry is going on and the guilty will be punished. Seo,
you have taken cognizance of the crime. Now, the point is, who is going
to investigate the crime and who is going to find out what has actually
happened? Can it be somebody who is already involved in the process?
That is the whole guestion. It is very strange that the SEBI had heid a meeting
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1.00 P.M.

of the Risk Management Group on 7" of March --| will read out the Press
release of March 7th © The exchanges have indicated to us that there are
no settlement problems. They have alse indicated that the past two
settlements have bDeen completed smoothly and the immediate next
settlement is also expected to be compieted in the normal course.”

Not only were they trying to whitewash the dimension of the
problemn, they were also misleading you, Mr. Finance Minister, because the
other day, as you have seen ...{dnlerruptions)...

MR. CHAIRMAN: It is already cone o'clock. You wil continue at
two o'clock.

SHRI NILOTPAL BASU: Okay; Sir.

MR. CHAIRMAN: The House is adjpurned for lunch, till two
o'clock,

The House then adjourned for lunch at one of the o'clock.

The House reassembled after lunch at four minutes past two of the clock,
[THE VICE-CHAIRMAN (SHRI SURESH PACHOURI) in the Chair)

THE VICE-CHAIRMAN (SHR! SURESH PACHOURN: Shri Nilotpal
Basu to continue.

SHRI NILOTPAL BASU: Thank you, Mr. Vice-Chairman, Sir.

In a2 way, it is very difficult for one toc stop in the middle of a
submission and to restart it again from where one has left it.

Sir, basically, | was talking about the total failure of the regulator
and also that of the Government. | cannot spare the Government in this
case because the Government has come out with a statement, which is
merely parroting the explanation given by the SEBI. | have demonstrated
with figures that there was not only depression in the market, but there was
also volatility in the market. The reasons attributed to this volatility were the
general trends in the NASDAQ. These are totally misplaced. People may
argue that some of the big IT companies may be listed on the NASDAQ,
but the problem is that the slide in the NASDAQ has been triggered off by
the bubble type dot com companies listed on the NASDAQ. The general
downslide there has brought the NASDAQ also down.
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Similarly, if you study the upward movement of the Sensex, you
will find that during 1998-2000, it was also a major ploy by some of the
brokers whom people loosely call 'the bulls’. They used some of the good
companies in the fieid of IT to shore up their shares so that in the general
pull of the movement, the share prices of some of the bogus companies
couid also go up. Naturally, these things will have to be studied properly
by the regulator. The regulator was very happy. The Government was also
very happy with the so-called feel-good sentimenis. Therefore, they were
unable to see the deeper dynamics that was shaping the entire course of
the share price movement in the rmarkel, Even during 1699-2000, 75 per
cent of the shares tha! were being traded in the market were going down.
Incidently, they were mostly old econamy stocks. But the shares of these
small companies were going up. In one particular trading session, the
share price of a company went up from 2000 to 9000. If you look at the
earning per share tatio, it is unsustainably high. Somebody will ask me
whether | am for the bull or for the Dear. | am neither for the bull, nor for
the bear. ! am for the small investor, because the buil or the bear are also
not wvery strictly straight-jacketed categories, because one bull run also
creates conditions for the bear harmmering and vice-versa.

My friend, Mr. Sanjay Nirupam rightly explained it. | am not going
into the developments since March, but, over the year, in market
capitalisation, Rs$.20,000 crores were lost by the small investors.  Now,
somebody has got that money. Who has got that money? Who are the
end recipients of that money? Were they acting on a level-playing fieid? If
we study the pattern of investment of the Flls in the market, what do we
see? It is a common knowiedge that today in the share market, just a-
dozen-and-a-half operators are controlling the market and are caling {he
shots. [If you see the Annual Report of the SEBI, you wil find that they are
very happy. The total volume of Flis has gone up and, therefore, the
market has deepened. But is it a fact that the marke! has really deepened
and that the market is really broad-based? The issue is, if you have a
market which s being controlled by a handful of people, then, manpulation
becormes all the more easier. Therefore, what we are to look into is
whether we are continuously deepening and broad-basing the market so
that rigging by individual operators becomes impossible?

Now, there are some smart fellows. | remember when the Finance
Minister was doing a yeoman's service to this country by authoring that
seminal work on the securties scam. | feel proud of him. Now, they came
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out with some conclusions. But some pink newspaper editors wrote what
was alfl about the 1982 scam. They said that the Left Parties were not
agreeing to computerise the whole system that once we induct new
technology into the new system, all problems would go. But what was the
conclusion our Finance Minister has drawn tocday in his statement regarding
corporatisation of the BSE? If you allow me, Sir, | will guote from the report
of the earlier scam. We have here two eminent Members who have served
on this Committee. What were their conclusions? What did they say about
the functioning of the Stock Exchange? | quote:

"“Violation of trading restrictions is a rule rather an exception in the
effective imposition of this essential discipling measures. BSE even during
the hyper volatile pericd, for example, has failed signally. Inspection by
every agency has revealed that virtualy every member inspected had
violated these trading restrictions. This fact, therefore, that there was
rampant violation of them was within the knowledge of the Exchange
Autheority. Yet, while on the one hand in the hyper volatiie months of 1691,
1692 various trading restrictions were being imposed, on the other, their
effectiveness was being completely nullified by allowing concessions,
relaxaing the rigid restrictions and penalising defaulters.”

Now, how is it that this report concluded that BSE has to be
corporatised? | am sorry for the author of this report, the hon. Finance
Minister, in the third year of his incumbency, nothing has happened.
Rather, one private channel has played the tapes. How can information
from the so-well publicised surveillance dwision of the BSE go to some
office-bearers of the BSE? Yesterday, they have announced that seven
people have been pushed out. Now, this is a classic .case of bolting the
door after the thief has left. Why was this done? Now, you have to
definitely investigate intc the bear hammering of the prices from Ist March.
At the same time, how can you overlook the build up of the situation?
Suddenly, you see in January, February, Flls have brought in a large
amount of money. Your general conclusion is the Flls have no rote to play
in the volatility of the market because they are net investors; and, therefore,
they do not contribute to the hammering. One does not know what we are
trying to do. The whole aspect is about Mutual Funds. Now, | have
downloaded this only from the SEBl! website that in 1998-2000, about 13
Tech Funds were created. Their total market capitalisation was Rs.2,500
crores. Along with that you take the other players who were trading about
60 per cent of therr stocks in ice companies. Now, today, what is the
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return they are giving? The Tech Funds are giving a return of minus 38 per
cent. It was a bubbie; and that bubble has burst. The bears which were
on a prowl got inside information and they pounced back and the market
crashed. Frankly, | can tell you that seme people are asking this intriguing
question. The people with whom we talked, we don't share their
perception that this Budget is very good.

But, all those people who are connected with the market say that
this is a grand Budget. In spite of that, why is the market crashing iike
nobody’'s business? Most of the Infotech companies, at the closing of the
market yesterday, hit the lowest circuit breaker. And people are losing out
money. It is the honest, small, brittle investor who is losing out the money.
Therefore, how to revive the sentiments of the market, of the honest people
who want to invest, not by pushing them through your Budget as you have
done, without any proper protective environment for the protection of their
investments? You are saying that already an inquiry is on. Who is going to
inquire? The SEBIL. | would put one question to you. The merger of the
GTB and the UT! Bank was through. We come to understand from Fress
reports that in the meeting which was held on Saturday between the REBI
Governor and the SEB! Chairman, the SEBI Chairman had admitted prima
facie that there had been an unusual movement in the GTB shares prior to
the merger so that the swap ratio became favourable to the GTB. What is
the history, genesis, of the GTB? Who is the present Chairman? You must
be aware that the present Chairman, in 1982-g3, was the CMD of the Vysya
Bank. The Vysya Bank was part of the Scam. The Vysya Bank had to pay
a fine of Rs.70 lakhs., In 1893, the GTB applied for licence. The present
Chairman of the GTB was continuing. He suddenly resigned. Till he had
resigned from the Vysya Bank, on his behalf, his son, who was not even an
adult, was acting on the Board of Directors of the GTB. His second-in-
command in the Vysya Bank also left the bank. They piled up huge NFAs.
How is it that in the first place, the GTB who were claiming wrongly--
according to the company law definition, they could not claim that they
were promoters, but they were claiming that they were promoters--were
allowed to open this bank? What has happened today? Everybody knows.
You go through the first hundred accounts of the GTB. One particular
broker 10 whom the bull activity is being attributed--1 do not want to name
him, the whole world knows it--had eight companies, apart from his own. |
am not going into the names of those companies. You know it better than
I do. The total amount of advance that he took was Rs.300 crores. It is
alleged that he had also connection with other private banks. For ideology,
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if you say that privatisation is the panacea for all ilis, without setting right
the ground rules, it is unfair. You cannot dismiss this argument of Nilotpal
Basu saying, “It is okay, because you are from the Left, you are opposed
to privatisation”. You have to answer this question. How could the GTB
get the approval? Wil you find out who was in-charge of banking as
Ceputy Governor of the RBI at that point of time? Will you give us the
name? [ know the name. But | will not tell you the name. | want you to
confirm. This is a very, very serious situation. In one year, Rs.20,000
crores have been lost in capitalisation. Small people have lost.  3anjayii
was quoting one figure for the last seven days, Rs.l lakh crore. Kapilj
objected saying, “Rs.7 lakh crores®.  That figure has to be actually
asceriained Dy experts who assist the JPC. It is not for pedestrian MPs
like us to guess what the real figure will be. But the short point is, people
have lost out money. And you are pushing, through your policies, those
vulnerable people to the share market in a situation where there is mayhem
and murder in the market,

Sir, | speak from the bettom of my heart. Sir, you consider this
point whether the inquiry that is going on--which you have also admitted in
your statement-- is it fair o place the whole thing in the hands of SEBI?
After the release of the Press statement, after people saying that everything
being fine, | have heard the very next day that in the Calcutta Stock
Exchange, there was a payment crisis. Forget about ¢ther things. How is
it that SEBl's ingquiry is limited only (o the dear part of the whole
deveiopment? They are refusing to go into the build up of the whole thing,
the bubble that was built up in thin air, and which has led to this kind of a
situation. In spite of the measures that the SEBI is announcing, almost on
a daily basis, the market is crashing, and # is refusing 1o bow. There are
some markel fundamentals. In your reign, Sir, ket us say, this all happens.
The market has its own self-correcting mechanism. May | put this question
to you? Why are the HFCL shares and the DS8Q software shares, which
were picked up by your own UTI, knowing fully well that they were not
worth even a toiiel paper...firterruplions)...

SHRI KAPIL SIBAL (Bihar): They are not worth more than that.

SHA!I NILOTPAL BASU: Do you mean to say thal toiiet papers are
more valuable than those papers? This is the situation. If you see the
Mutual Fund during the whole year of 1999-2000, the bank doposits were
going down and the mutual funds were going up. They were trading in ice
stock. What type of fund managers are they? You are taiking of SEBI
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conducting the inquiry, when there is proof that SEBI employees were also
tragding in the market. You cite me one country in a free market economy,
where there is an open, credible, transparent capital market, where
employees of the reguiators are being allowed to trade in shares. Sir, there
is¢ a Chinese Wall everywhere. Separation of functions have to be there.
Otherwise, you cannot save your system. [t appears strange that a
Communist has to talk about how to devise better methods for defending
it. During the whole year of 1990-2000, have you ever ventured to find out
that, while your ice companies were so¢aring sky high, why all those public
sector units which are profit-making and which were on the chopping biock
for disinvestment, their shares were coming down? Earlier, we had a debate
in this House about GAIL's shares. While the shares of NASDAQ were
geing up, while the shares of DOW JONES were going up, while the shares
of SENSEX were going up, only the shares of GAIL's, which was
performing sc excellently, and which had a sound balance-sheet, were
coming down. Sir, | think, everybody will acknowledge, as Dr. Manmahan
Singh had also accepted in the course of that debate on that fateful day of
April in Rajya Sabha, from where it all started, that there are no exact ways
of evaluating the share prices. | mean, any person, with reasonable sense,
wil say that. So, Sir, the only safegquard couid be, to put in place
safequards, systems, which could lake care of the kind of distortions and
aberrations that take place, Therefore, | think that the dis-similarites are
there. The year 1992 was all about bull rut. The year 2001 is all about
bear hammering. But, ultimately, Sir, the BSE remains where it was
exactly, when you studied the Scam. The role of the regulator remains
where it was, the role of the public sector financial institutions, like the UTI,
remains the same, and tha new player, the new dimension is {he role
piayeq by some of the private banks...

At that time aiso, private banks were there. But the gigantic
involvemnent of the public sector banks and PSU shares had gvershadowed
that. Now, those factors are not in evidence. We don't know. Once we
start digging, we will come to know that. But the situation remains exactly
the same. Therefore, if your demand, at that point of time, in April, 1902,
had been valid, could you give me one gacd reason why it is not equally
valid today? There is no other way. You come out with an inguiry.
Noboedy is going to believe you, because you say everything is fine, but the
next day the market crashes and there is a payment crisis. | don't know
what will happen elsewhere. But you have also fallen into the trap of SEBI.
You have assured the nation that there is no payment crisis, | think, in the
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best interest of democragy, in the best interest of governance, in the best
interest of transparency and probity in public life, the Government should
agree with the Opposition. There is no victory or defeat in this, because, |
believe and you alsc believe, all of us have the national interest in our
hearts. Therefore, in order to save the systemn, in order to see that the
money saved through the sweat and toil of the men and women of the
country is not wasted, dees not go into unproductive activities, and to see
that it comes into the productive arena and plays a role in the industrial
development, in the overall economic development, of this country, you
should agree to the constitution of a JPC. You can give a time schedule
and we can come out with a report.  Only that can restore the confidence
of millions of Indians in the capital market and save the situation. | think it
is good for you; it good for us; goed for the country and good for the small
investors. Thank you.

SHRI PREM CHAND GUPTA (Bibar): Mr. Vice-Chairman, Sir, as
you are aware, the stock exchanges are said to be the barometer of a
country's financial heatth. If the stock markets are healthy, the economy of
that country is considerad to be a healthy one. If the stock markets are in
a bad shape, the economy of that country is not considered to be a
healthy one.

To understand the implications of what has gone wrong, | would
like to place before you a few facts. There are two types of investors,
small investors and large investors. The small investors are those who
invest their hard-earned savings, their pension funds, their small savings,
etc., with the hope of getting dividends and, at the same time, of getting
the appreciation money on those shares in which they invest. The large
investors are the Indian financial institutions, the foreign financial institutions,
large private investors, mutual funds, gamblers and speculators. Under the
category of speculators come the bulis and bears. The bulls are the cnes
who push the prices up and create an atmosphere that everything is fine
and there is euphoria, and the prices shot up. A share of Rs.10 is sold for
Rs.1,000 or Rs.500 or Rs.200, for no reason. When the bulls have done
their job, the bears smell blood and become active. These bears think that
there is a saturation point and this is the right time to attack. They enter
the market.

Wwhat do they do? They short sell the shares. They pick up
certain shares in which the bulls have done well. Then these bears short
sell those shares. In the process, the innocent investors suffer in two
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ways. Sir, there is a saturation point for bulls. When the saturation point
comes, these bears become active. When they start short selling, the price
of that particular stock starts dropping. When the price of thal particular
stock comes down, they buy that stock; affect the delivery and settie the
entry. In this process, they make money. That is how most of the
innoceant investors are trapped. They go on speculaling because a gambler
does not want to lose, He would like to try his luck up to the last momaent.
We have the example of the Mahabharata. The Pandavas went to the
extent of losing their wife, So a gambler goes on gambling. He goes on
placing his bet on a particular stock. In this process he has to pay badala
charges every week. Shri Keswaniji is laughing. | do not know why he is
laughing. ...dnterruptions)... Yes, you don't need any education. This is
how these bulls and bears operate. All over the world, whether it is a
stock market or a metal marke! or a currency market, 10 keep these two
animals under control, i.e. Dbulls and bears, there is a watch-dog. What is
the duty of the watch-dog? The watch-dog is supposed to keep a waltch
on the day-to-day happenings. If there is no watch-dog, what can happen
is beyond imagination. There are instances in the past when these bulls
and bears have played havoc with the country’'s economy. Sir, if you
remember, the Hunt brothers started buying silver at 4 dollars 50 cent an
ounce and pushed up the price 1o 56 dollars in a matter of few months. In
the process, the price of gold and platinum also increased. The price was
pushed up by ten times. The industrial use of siiver came to a halt. The
world stock of silver was blocked in a particuiar hand. That is how a crisis
was created. Recently, in the Far Eastern countries, certain big bulls
played havoc with the currency market. These countries were so trapped
in their own currency problems that some of the countries lost the value of
their currency by ten times in a matter of days. Malaysia, Indonesia, Kecrea,
Thailand and Philippines are the examples. Sir, rumour-mongering is
another thing which can create havoc and can heip the bulls and the bears
in this market. So to keep these two animals under control, there is a
watch-dog.

Sir, in the early 905, we had the security scam when a particular
broker manipulated the market Dy his operations as bull. The Government
realised that in the whole country, there was a big hue and cry over this,
Then, a parliamentary committee was appointed to look into the matter.
But, unfortunately, nothing concrete came out of that. Certain suggestions
might have been implemented but nothing concrete was done. Again, in
1998, bulls were operating in the case of BPL, Sterlite - the great company
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which has taken over BALCO -- and Videocon, the company which is in the
process of bidding for Indian Airtines. Their prices were rigged Dy 10 times
in a matter of a few days. And, at that time, our watch-dog, SEBI, started
investigations into their affairs. But, for three years, nothing was done.
Only a few days ago, | read an item in the newspapers, that on Wednesday
night, SEB! has received legal advice as to what can be done in this
particular case. For three vyears, they have been sleeping. Even
Kumbhkarna slept only for six months in a year. And, he woke up when he
got the call for a war against Lord Ram. But, here, our watch-dog, our
Kumbhkarna, had been sleeping for three years, doing nothing...

SHRI SANGH PRIYA GAUTAM (Uttranghal): You have given a
typicat illustration.

SHRI PREM CHAND GUPTA: | respect your cap, Sir,

Sir, in this whole process, the foreign financial institutions have
not lagged behind. | want to give an example. All of us have heard about
Morgan Stanley. What happened when they opened a 15-year Mutual
Fund? Sir, whenever any offer is made, there is a document which is made
public showing what the intention of the company is. It is a legal
document which is to be made public. They had stated in that legal
document that they would retain Rs.300 crores to be raised out of this
Fund. A hype was creafled in the market. The share application itself was
sold at a price. Normally, applications are freely available. In fact,
companies spend money for distribution of applications. But,-in this
particular case, the share applications were sold in the black market. When
this Fund was offered to the public, a hype was created and in a matter of
72 hours, they raised Rs.1,000 crores. And, our watch-dog allowed them to
retain Rs.1,000 crores as against the Jegal document, as against the
announced statement of this company, that the company would retain only
Rs.300 crores. Sir, this makes a big difference. If the subscription is for
Rs.300 crores, then, the market position is different as compared to the
case when the subscription is for Rs.1,000 crares. 5o, they raised almost
40 to 50 per cent of the money as premium in the unofficial market.

Thers was a hue and cry all over the country. And cur watchdog,
SEBI, permitted them to retain that money! No actien was taken.

Mr. Vice-Chairman, Sir, | look at you and i feel very disturbed.
will try to cover all my points quickly.
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Sir, our financial institutions also haven't remained behind, What
has happened? The financial institutions like UTI should have been
concernedd with the investment in projects that were approved by the
Government or the genuine projects that were coming up by way of
expansion or modernisation or the new projects. S0, their resources should
have been available 1o Gavernment for emergency use. | wil give a small
example. During the transitional period of Hong Kong's transfer to China,
there was a collapse of Hong Kong's stock market because of investors
losing confidence in it. The Hong Kong Government, through the Chinese
Government, through its finangial institutions, pumped in a hundred billion
Hong Kong dollars in seven days' time to buy 80% of the stock from the
market and restored the confidence of the investors. But what have our
financial institutions been doing? Our financial institutions like UTI, where
public funds are involved, have been subscribing te shares of BIFR
companies at 10%, 20%, 30% or 40% of the price and they have been
deoing all sorts of things to help either the bulls or the bears. | would
appreciate if the hon. Finance Minister could ook into this matter.

Then, what has been the rcle of the media? | am sorry. But |
would be frank. | know my friends would be very unhappy with me. The
media, equally, has been a villain in this game. Everyday, in the morning,
you find tips given in newspapers as if it is a racecourse. They suggest
these tips everyday morning. ©On the 8" of March, in the morning, people
read one responsible English dally suggesting that one should sell one
particular share. People go by that. The next day, on the g March, they
suggest that the same share should be bought. What happens? The share
is sold on the 8". If the share is sold on the 8" for Rs.10, on the @", the
very next day, he has to buy it at Rs.16. Such activities are not allowed
anywhere. SEBI, the watch dog, should have kept a watch on this.
Unfortunately, they did not,

SHRI SANGHA PRIYA GAUTAM: The watch may be missing.

SHR|I PREM CHAND GUPTA: Only the bull-dog rermains. (Time
Bell) Just twe minutes more, Sir. Now, the hon. Finance Minister presented
a Budget that was claimed to be a feel-good Budget by the industry. He
qot ning out of ten or, | think, even ten out of ten. My party may not agree
with that. But the general impression was that thls Budget was good for
industry. What happened? In two days, the market crashed, They spoiled
your pie. Who are these people? They are the bears. | would submit that
a thorough investigation shouid be carried out to find out as to who were
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these people who shattered the entire financial system of the country. This
morning the stock market dropped by 300 points which means ten per cent
of the value got eroded in a matter of twenty minutes. Sir, we are not
involving politics here. Neither is we talking about any paricular interest.
The point is tha! our financial institutions, the SEB!, the so-called watch
dog, have not performed their duties ditigently.

Sir, it would be in the larger interest of the country that a Joint
Parliamentary Committee is constituted. 1t could then be found as to what
has gone wrong and what can be done so that this kind of a situation does
not recur. Thank you very much, Sir.

SHRI MANCJ BHATTACHARYA (West Bengali: Thank you,
Mr. Vice-Chairman, Sir. Comrade Nilotpal Basu has dealt with the matter in
detail. 1 don't like 10 go into the technical details of the situation because
the time at my disposal is short. Sir, what | want to communicate to the
Finance Minister is that he should take the lessons from the international
scenario. The path of Neocliberalism, which he is following so vigorously, is
certainly detrimental to the economies of the nations. Sir, | have talked
about this several times in this House that this Necliberalism entails
transnationalisation of capital, multinationalisation of production and
standardisation or universalisation of taste and culture, 35ir, it is known to
the hon. Finance Minister as well, perhaps, that the worid over, some 600
trition clollars are roaming arcund; ang, out of that, only 28 trillion dollars
are used for productive activities. The rest of the amount, i.e. §72 trillion
dollars, which is essentially volatile, is used for speculative activities. [t is a
speculative capital. In one nation it enters, and, at the opportung moment,
it goes out and there is crunch in the share market. What benefit can it
give to industries? This speculative capital is also known as casinc capital
in some countries. in Malaysia, it is known as crony capital, in Indonesia, i
is known as crony capital. What benefit can it render {0 the development
of industries, and how can it ensure the development of a nation?

Sir, | would urge upon the hon. Finance Minister that the policy he
is foliowing Is the path of ominous disaster. It is a path by which the
nation's interests would be at peril. The national economy will be
demolished. These are quite evident; these are only small symptoms. This
sort of waverings in the share market are only the minor symptoms of this.
We should draw a lesson from what has happened in the East Asian
countries, what has happened in the South East Asian countries and how
their entire economies have dwindled. Fortunately, | am told that our
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Finance Minister is a very competent person. He should have drawn some
lessons from this situation and some concrete measures should have been
taken, instead of foliowing this path of Neoliberalism in a bind way, | must
say.

Sir, | don't like to give a long speech on this, | would conclude
with a word of caution. In this situation, the Finance Minister may say,
“Well, | don't have another alternative. At present, | don't have any
panacea in my hands.” But | would urge upon the hon. Finance Minister
that he shouid agree on the floor of this House that a Joint Parliamentary
Committee would be constituted:; and that Committee would probe into the
matter. The Members who are competent for that, who know about the
share market -- | must confess that | don't know much about the share
market -- but | understand the generals of the economy -- should De
included in that Committee. 1| have never seen the share market, | have
never gone there and | don't have much knowledge about the share
markat. | say all these things on the basis of my general knowledge of
economics. The Government of India should be dissuaded from the
economic policy which is being pursued by it. Sir, they should use their
prudence to save the national economy. Unless we apply our prudence,
unlass we apply our wisdom, perhaps, it would be too late. It may naver
be possible to correct.

Through you, Sir, | appeal to the Government of India, the entire
Union Cabinet and the hon. Finance Minister, in particular, to reconsider the
whole thing afresh. Even in the Budget, what has he dane this time? In
Indla also, there is an international standard coming in, the standardisation
of tastes. In England and America, there is "Who will become a
Milionaire?'' Here also, it is kaun banega karorpati Moneymaking has
been made very sasy. All the TV channels are following this. In one
channel, it is Amitabh Bacchan; and in ancther, it is Govinda; in yet
ancther, it is Anupam Kher. Everybedy is in this now. You can grab easy
money now, without using your labour, without using your wisdom, without
putting the right means. That is market economy. This type of market
economy is operating now. |

Sir, this time | am surprised. | am agonised. | must express my
anguish. | must express my indignation. This time, the hon. Finance
Minister has made a provision for kaun banega karorpati type of speculative
capital. The tax has been reduced! You are trying to encourage speculative
capital in this courtry. That money is not used for productive activity. This
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will not help the Government in resolving the perennial problem of
unermployment in this country.

Millions and milions of young people are languishing because of
the severe unemployment problem. Kaun banega karorpati will not help in
resolving this problem even to a minimum extent. Sir, in the interest of the
entire nation, what have you done? You have reduced the tax so that those
people can be encouraged further, This type of activity of yours is going to
encourage this sort of bears and bulls in the share market. Unless
immediate corrective measures are taken, based on the recommendations
of a Joint Parliamentary Committee, the situation would go beyond our
control. | once again express my apprehension. | am afraid, the situation
may go out of our control.  You may not be there, Mr. Yashwant Sinha, but
somebody would be there who would be presiding over the ominous
destruction of the country. Who would be held responsible for that? Sir, |
agree with the hon. Members who have expressed their serious concern
over the recent developments,

I once again urge upon the Government and the hon. Finance
Minister that he should dissuade himself from the ominous path of disaster.

Thank you.

SHRI C. RAMACHANDRAIAH (Andhra Pradesh): Thank you, Sir, for
allowing me to speak. Sir, as the hon. Membpers have said, this is the
biggest scam in the stock market. In spite of the earlier scams, it is very
unfortunate that we could not introduce effective measures to protect the
interests of the small investors. At least, they should have tried to ensure
that there is no room for such transactions. Sir, it is true that bulls and
bears would be there in the stock market, and they are prone to manipulate
things, as tong as the regulatory system is very weak. But Government, or
its agencies, should not admit such manipuiations. That is what s
happening now. See the case of private banks. Charged with the ambition
of making more profits, they are prepared to advance money at a higher
margin for equities or stock brokers. Naturally, the forward transactions are
taking place in every stock market. So, in this process the banks which
are very eager to earn profits and build up their net worth, unscrupulously
have been advancing to stock Drokers without verifying ther credentials.
Sir, we have the experience of the Harshad Mehta case. It was a multi-
milion scam. There was rigging in Videocon’s shares also, An inguiry was
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ordered. But reports are lying in the cold storage. No recommendation is
being mplemented with sincerity in this country, Sir, | will gquote one
example from the recent Budget. This has been Quoted by many ~other
hon. Members also. Virtually, the small investor in this country is driven to
the stock market, to the primary market., Sir, they are gullible people.
Even the so-called very big economists or qualfied Chartered Accountants
are unable to assess the prospects of a company and 1he real worth of a
company. It is very difficuit for them 10 assess a company's net worth in
order to make their investment judicicusly. They are virtuzlly being driven to
mutual funds. Everybody is aware of the story of the mutual funds n this
country. The biggest mutual fund, the UTI s not in sound health.
Scometimes the Government announces that it is behind the company to
refurbish the confidence of the investors. We know the case of the USe4
scheme. The point | am trying to put forth here is this. | do not support
the demand for a JPC. The Government should have an exhaustive
machinery. They shouid appoint a committee ©of experts to study the
deficiencies In the system and make recommendations. The Government
should try 10 implement those recommendations sincerely so that in future
such things do not take place.

Sir, now | come to the role of the SEBI. It always Darks but wil
never bite. The Government has 1o give more teeth to it. We know its
piace in the market. Everybody is aware of it. Everybody knows that the
SEBI is very weak and it does not have any control over there. Sir, the
funniest thing is that except the National Stock Exchange, it is virtually the
brokers' raj which is prevailing. They have 140-years old hegemony in the
stock exchange. Sir, why should we have such institutions which are being
marred by these brokers? The brokers are elected as the office- bearers.
They have the privilege of getting the inside information which they use for
their cwn advantage. So, this is whal has happened recently. Sir, | have
one more thing to say. Sir, in this entire process the foreign institutional
investors are the greatest beneficiaries. You see now the prices have gone
down, Therefore, they have entered the market and have started
purchasing shares. Sir, in this process the disadvantage is this. Sir, the
Finance Ministry has announced so many measures for attracting
investment.  Ultimately, the foreign institutional investors are coming to
purchase the existing equity of the ewsting companies. They are not
coming to the grey areas. This is the Qreatest danger that this country 1s
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facing. - This has to be taken note of  Sir, the Finance Minister has
reduced the rate of interest on the small savings. Sir, logically he can say
that he has done so because he has reduced the lending rate also and he
is constrained to do it.  Sir, it seems that he has done it to reduce his
fiscal deficit because the Government is the biggest borrower in this
country. So, that will be the greatest advantage tco the Government.
Maybe, some paltry advantage will be there 1o the proposed investments
that can be made in the industry. But, ultimately, what is happening? You
are trying to adopt the systems that are in vogue in the developed and the
Western countries. When you want to do it, do it in toto;, not piecemeal
The systerns that are prevailing, the atmosphere that is prevailing in the
developed countries, are entirely different. This country has got the least
securdy net. You have reduced the rate of interest. Here, there is no
health security, Here, there is no old age pension. And, there is no other
social security system here. Just Decause it has been reduced in other
countries, you are adopling the same, when the conditions are not identical
here. So, | request the hon. Finance Minister that he should keep this in
mind. If you want to adopt the conditions that are prevailing in other
countries, which you have followed, you do it in 1oto, but culing out one
aspect and adopting that here will not work in this economy. (Time-bel} |
will conclude, | would not take much time of the House.

Sir, the biggest mutual fund is the UTI. The UTI is being made to
acquire the assets of the PSUs! So, ultimately, the UTi has got the peoples’
money and the Government aiways tries to organise things in such a way
that whenever it wants to acquire the shares of weak PSUs, it will pump
the funds of the UTI. This is not for the first time that the Government is
interfering in the UT1, 1 can gquote an exampie of even 1998, Al that time,
it was me who spoke on the subject that the Government had tried 1o
dispose of the shares of the {TDC which were owned by the UTI. Of
course, eventually, that proposal was shelved. So, what | am trying to say
15, you do not try to abet. | am sorry to use this word. Let the things take
its own course. And, ultimately, the value of the shares has 10 be decided
on the profit-making capacity of a company and on its intrinsic weorth and
not Dy the encouragement given by the Government in one way or the
other. This is a very unfortunate situation, The entire stock market is in
the doilldrum.  This is to be taken care of, Even the hon, Finance Minister's
statement has not infused much confidence in the investors. Ultimately,
this is going to have an adverse impact on the investors of the country.
So, there should be utmost surveilance, utmost transparency, and there
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has to be a deterrent punishment for the guilty. These are the things which
will dispel the apprehensions in the minds of the small investors. So, the
Government has to take it very sericusly and try to solve this problem.
Thank you.

THE VICE-CHAIRMAN (SHR) SURESH PACHOURY): There are eight
additional names. | request the hon. Members 10 be brief. Now, Mr. R K.
Anand.

SHRI R.K. ANAND (Jharkhand): Mr. Vice-Chairman, Sir, how many
black Fridays Indian can afferd to have? It is very sirange that some
insiders, with the active connivance of some brokers, can hold the country
to ransom.  Wealth worth severa!l crores ©f rupees has been grabbed. |t
has hit badly not only the investors, but it has aiso shaken their confidence.
it is a matter of common knowledge that the broker invelved in it is an
accused in the 1992 case, and that case is stil pending before the High
Court of Mumbai. The statement made by the hon, Finance Minister makes
a reference to the SEB! getting information about the stock prices being
manipulated. When the prices are being hiked, everybody knows in the
market that a share worth Rs. 8 is being hiked tc the extent of Bs. 3,000.
Can anyone believe that the regulatory authority does not have the
information about the hike and the price manipulation? Sir, either the
authorities are incompetent or are negligent or are conniving with the office-
bearers of the stock exchange and with the brokers. In either case they
are neglgent or conniving with somebody, there will always be an unlawful
gain to somebody and unlawful loss to somebody.

So, a criminal case under Section 420 of the IPC is made out
against them. We talk of the nexus. It is a matter of common knowledge
that the brokers have got a close and notorious nexus with the officials of
the Stock Exchange as well as the promoters of the companies. The
taperecording which has been produced in the newspapers today clearly
reveals that the officials of the SEBI are also involved. They have not learnt
any lesson from the past. In 1998 also, there was a price rigging in regard
to three companies. One of the companies was Sterlite, which was
involved in the BALCO deal. At that time, the President of the Bombay
Stock Exchange was asked 1o resign. But what was the result of the
inquiry? Now it :s 2001 but, till today, no action has been taken against any
of the officials. The Government of India has made the requlation under the
SEBI Act. It also laid down the Code of Cenduct for the stock-brokers.
One of the Code of Conducts is about maniputation, which says a stock-
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broker shall not indulge in manipulative, fraudulent or disruptive transactions
or schemes or spread rumours with a view 1o distorting market equilibrium
or make personal gains.' If this is the situation, it confers power, under Rule
286, for suspension and cancellation of the license of the stock- bDroker. But
it is strange that since 1992, till today, i.e. 2001, and especially after the
1998 episode, the license of that broker has not been suspended. He was
aliowed to continue in the market and he is still operating.

Another aspect | would like 1o touch is, the role of the RBI.  Last
year, the RBI took the decision of allowing piedging of shares and, in turn,
avaibng the facility of loans. It has widely contributed to the present state
of affars. in India, all the time, the banks are involved in the scams. |n the
year 1992, the Canara Bank was involved, and, now, again, in the year
2000, one ‘of the private banks is involved. In no part of the world, the
banks are involved in such kind of scams. We have bgen given to
understand that the New York Branch of the State Bank of India was
raided by the FBI on 7" February, 2001 for money- laundering. We would
like the Minister of Finange to throw some light on the raid conducted on
the New York Branch of the State Bank L}f India, on 7 February, 2001,
You will have to go to the root-cause of the present problem. in India, only
probes are conducted. The sciution lies in identifying the price
manipuiaticns and giving thermn 'mmediate exemplary punishment.  That is
possiDle cniy it we have a better, comiprehensive, regulatory framework.
We should give the market regulators enforcement powers. The Indian
regutators nardly have any infrastructiure to monitor the transactions on an
on-geoing basis. We should take a lesson from the NASDAQ, where every
transaction is tested sixty times. Whenever a computer detects something
unusual, it gives a warning, the transaction is investigated by an analyst and
the report s submilled. It is migh time immediate action is taken against
the people who have taken out sensilive price information from the stock
exchanges. | propose that a JPC should be constituted and the report
should te submitted to Parlament within a proper time-frame.

) AMSTH DA (IR} IUEHEGH O, MW Off AN g
et & AT @1 FaeEEE g A @ R, o9 favn o 9999 forg f wer gan 71
3} A a5 v € B w1 e A o i Sovn @, 2w a1 AmMite 8, eyl A
# 7g a1 oft g B T wRe R o arfe A R N W weeR
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FEATEIG R ATFA 3 @ 4 Roaew & woa o 2, a8 i =2 ot Yaex
e W 7 W@ET & weo! dge &, Ry e o wrde i e Hew 9
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SHR! KAPIL SIBAL: Mr. Vice-Chairman, Sir, | have listened with
rapt attention to all my colleagues. [ am not going to repeat'what has
already been said by the hon. Members of this House, However, | will star
with some figures. | will try to place before the hon. Members of this
House and before the hon. Finance Minister as to what, | think, is the
genesis of this crisis. Slr, you are aware that the stock index was 6400
some time ago and as of yesterday, it was 3857. At that time when the
index was 6400, the market capitalisation was Rs. 186,00,000 crores. When
it has dropped to 3757, the capitalisation is Rs. 9,00.000 crores. There
has, therefore, been a loss of natienal wealth to the extent of Rs. 7,00,000
crores. The second fact that | want to place for the consideration of the
hon. Finance Minister is that between the period 1~ January, 2001 and 10"
March, 2001 there was a buying spree. In fact, stock worth Hs. 1,500
crores was purchased during this period. There was a ot of money
coming in from Fils. Yet, the market was faling. The reaasen was that
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there was unfimited availability of stock. 3ir, you are aware of the fact that
there is a concept of stock lending in this country. There are only two
stock lending institutions in this country. One is the Stock Lending
Corporation of India which is cogptrolied by SEBI. And the second is the
Deutsch Bank. These are only two stock lending institutions. These are
the only two institutions which™ actually fulfil the prescribed norms.  The
reason why the concept of stock lending was adopted in India is that ever
since the market was opened in 1994, when the international players started
playing in the Indian rmarket, when the stock was on paper -- it was not an
electronic stock -- at that point of time, when muitinationals wanted to buy
the stock, there was always a shortfall. In other words, because of the
problem of paper stock, there was free trade. It was, therefore, decided
that we should become an international player. Ang to avoid that free
trade, we aliowed a broker to take the stock from the market. Supposing |
am a seller and | want to sell the stock, Actually, | want 1o sell 100 scrips.
But | have only 90 scrips; | am 10 short. | can go and pick it up from
somwhere else and then it can be refurbished later. This was allowed only
to check free trade. But what started happening in the Indian stock
market, and why short-selling led to this crisis, was that people started
short-gelling the stock to bring the value down, for reasons | don't want to
go into. But from where did they get the stock? The Stock Holding
Corporation of India lent them that stock. Why does the Stock Halding
Corporation of India lend that stock? It is because they get a commission
on it. So, what happened was that short-selling was, in fact, given impetus
to by the Steck Holding Corporation of India. And huge stocks that were
held by the Stock Holding Corporation of India were lent to brokers for the
purposes of short-selling so that they could bring down the market. The
Stock Holding Cerporation didn't bother because they were getting
commission. But the value of their own stocks was going down. They
didn't realise that the national wealth was going down. Their own stocks,
which were Rs, 400 came down to Rs.100, even though they got a
commission out of it. That is the reat reason for this crisis. Now, what are
these stocks that we are talking about? These stocks are of financial
institutions’ hecause the Stock Holding Corporation of India holds the
stocks of the LIC, the GIC, the New India Assurance Limited, the United
Insurance, the National Insurance Corporation, and so on. These are the
stocks that were off-lcaded. Now, three questions arise. This cannot be
done because the stock brokers are only small players in the market. The
stock brokers make money. But who are the big players in the market? No
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stock broker can make money unless he is backed by financial institutions,
untess he is backed by big players who have big stocks. That is where the
problem is. There is a conspiracy, at a given point of time, -- | am not
talking of this transactior; it apples 1o bulls also -- between the stock
broker, the institution and, urfortunately, the regulatory authority, whose
nominges are on the Board of the Bombay stock exchange. Therefore, |
request the hon. Finance Minister to first asgertain, what is the extent of the
erosion of national wealth that has taken place. On Black Friday alone, the
erosion was to the tune of Rs.3,000 crores to Rs.3,500 crores. It is a
matter of national concern. It is not a political issug. The next thing that |
would like the hon. Finance Mimister to find out is, who the parties are who
gave it because the stock broker cannot do this alene uniless he has stocks
to lend. And he can only get stocks lent through big players In the market.
who were the big players who were lending the stock? The third question
is: Who were the varicus market intermediaries that were conspiring in this
enterprise? | would request the hon. Finance Minister t¢ look into this
matter because this is the reason for this ¢risis, Now, anocther fact that |
would like to bring 1o the notice of the hon. Finance Minister is that the
Bombay Stock Exchange has certain rules and reguiations under which
brokers themselves, -- this has been pointed out even by Amar Singhji and
others -- try to become office-bearers of the Associgtion, and this is not
- somathing that was not unknown. This was known to the Gaovernment.
And these brokers also, as per the rultes of the stock exchange, are entitled
to set up committees. Under the board of 4he stock exchange, committees
are entitled 10 be set up. One such committee was set up under rule 120
and this is a very important issue that | would like to bring to the notice of
the hon. Finance Minister. Under ruie 120 of the bye-laws and regulations
of the stock exchange of Mumbai, where the governing board is
empowered to appoint sub-committees, one such sub-commitiee was
appointed and this sub-committee was appointed at a meeting of the
governing board on the 25" of May, 2000, which took a unanimous decision
to agvise and assist the administration In improving the surveillance system
of the exchange. That sub-committee was not appointed for the purposes
of finding out on-line as to what kind of trading was taking place. The
members of that exchange ipcluded a nominee of SEBl It included a
Government nominee who was a public ropresentative, apart from the
brokers. What happened? Instead of suggesting and advising the
adminlstratianh  on  improving the surveillance system, they started
participating in the surveillance systermn and they started participating in the
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presence of the people who were not members of the sub.-committee. |
don't have 1o tell you, Sir. You are aware of the tape-recording that has
now bDeen published on the Internet itself by CNBC. And the then
President of the Bombay Stock Exchange was ringing up the employee of
BSE and asking for the Chief of Surveiiance, wanting to find out from him
in which stocks which public institutions were investing. That was the point
that | was making earlier - that the reason why stock brokers are able to
make it good, either in the bull markel or in the bear market, is because
there is active connivance of large entities that hold large stocks. He was
finding out which were the public institutions investing in which stocks so
that you could start short-selling all those stocks without having the stock
with you, knowing ful! well that you would be able 1o get that stock from
the Stockholder Corporation of India, whichever stock you were selling.
The Deutsche Bank of India is not involved in it. The result was that the
entire market fell. [t is not a question of free-play. There is no such thing
as free-play in the Indian stock market. The reason is simple. Unlike
Western stock rmarkets, where individuais have a share in the stock market,
where ordinary individuals in the middle class have a share in the stock
market -- and it Is widely held -- we do not have that kind of a situation
here in India. Therefore, this cannot hagpen in India, uniess it is with the
connivance of the institutions and the connivance of the big players. So, |
request the hon. Finance Minister 1o conduct a thorough inguiry into this
matter and find out who the persons are that are involved in this and what
is the extent of the nationial Ioss in wealth that has taken place. The hon.
Finance Minister has laid a statement on the Table of the House in which
an impression Is sought to be created as if what happensd in NASDAQ
happened here and, so, there is nothing wrong with it. But, Sir, there is a
difference, There is a basic difference and you Know it. The hon. Finance
Minister knows it. In NASDAQ, 60% of the stocks are information
technology stocks, whereas in the Bombay Stock Exchange only 16% of
the stocks are information technology stocks. 50, you cannot say, what
happens there is bound 'o happen here because 84% of the stocks at the
Bombay Stock Exchange are not information technology stocks. Therefore,
It is not as simple, as this that the world market is going down and,
therefore, our stocks are going down. | request the hon. Finance Minister
to reconsider this. And the idea is not political, that you should have a
large inquiry, whether it is JPC or anything else. We are concerned with
the loss of national wealth. So, the idea is to get into the bottom of this.
Whoever it is, whether it is a bull or a bear, it really does not matter,
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Sir, the next point that | want to make is, there is also something
wrong in the stock market moving to 6400. If it has fallen to 3757, where
was the occaston for it 1o reach 64007 There comes the story of the bulis.
Imagine, Sir, in the bear stock market what happens? A person sells the
share and if the stock is faling, then what you do is, at a later point in
time, if you have sold it for 100, six days later, that stock is 40, you can
buy it for 40, and make sixty rupees overnight. Who makes those sixty
rupees? Not the ordinary investor, because the ordinary investor does not
know how the rmarket is Deing manipulated. it is the broker who makes the
sixty rupees. When you come to the other side of the picture, it is the bull
who makes the money. Why? Because he buys long-term. Here, the bear
sells short-term and the bull buys iong-term. When the bull buys iong-
term, the market rises. He buys at 50. But the problem is, the bull cant
buy til he has the money, and no individual can have 300, 400, 500, 600
crores to manipulate the market. So, where does the bull get the money
from?

The bear gets the stock from the Stock-halding Corporation of
India, but the bull has to have ihe money to buy. Where did he get the
money from? That is where the other players come in, whether it is Global
Trust or it is a financial institution or it is a bark lending. These big players
give the monay to the bull to buy long-term. They also make money in the
process because they als¢ have stock in their hands. So, what they dg s,
they lend it 10 the bull; the bull buys long-term, buys at 50, and when the
market goss to 100, sells it, dumps it at 100, makes that fifty rupees. The
crisis arose there because the bul who was buying, had reached the
saturation pcint. The bull who was buying was raided by the income-tax
authorities; the bull who was buying was said to owe Rs, 28Q - 300 crores
to the lncome-tax Repartment. The bull who was buying had to cut a
cheque for Rs.26 crores to buy peace. Then, whal happened? The market
realised that the bull had no mere money. So, let us dump his stocks.
Global Trust realised that 'look we can't go with the bull anymore. We
have lent him a lot of money; we can't go with the bull anymore.” So, they
started demanding collateral from the bull. What was the resuilt? When
these stocks starte@ going down, the stocks' selling started. That is how
the whole scenario has come about where we see the ordinary middie
class, the lower middle class person who has put his savings, his life
savings, in the stocks, not knowing when to sell and when te buy. And the
loss of national weaith is not the loss of the brokers, as much as it is the

284



[13 March, 2001] RAJYA SABHA

4.00 P.M.

loss of those who have nothing more to survive with. That is what the
Government has to be concerned about. | request the hon. Finance
Minister. As | said, this is not a political issue. Now, who is conducting
this inquiry? May | say the person who is conducting this inguiry is one Nr.
Reddy, Chief of Surveillance? He belongs to the Stock Exchange himself,

SHRI PREM CHAND GUPTA: He is a party.

SHR!I KAPIL SIBAL: He s a party, and he is conducting the
inquiry. Even if you were to give this inquiry to the SEBI, the question will
arise; the SEBI's representative knew, because he was the nominee on 1he
Board of the Stock Exchange, as to what was happening. If the SEBI
nominee knew, somewhere else, the SEBI authorities alsosknew as to what
was happening. S¢, how can the SEBI conduct the inquiry? Now, | am not
saying, give it to the CBI. 1 is not my case. But, surely, give it to a
responsible person who is sufficiently distdnced from the transaction.

That responsible person can be someone whom you can tell us
about when you respond to our queries. But, surely, this kind of inquiry
would not muster confidence, not only amongst the Members of this
House, but also among the general public.

Sir, the last point | wish to make is, this Kind of rumour-mongering
should not be allowed; the SEBI must be given teeth in this regard. In fact,
the SEB! conducted an inquiry; the role of media was also commented
upon, because, every morning, as Amar Singhji pointed out, you see, on
some channels, there would be comments on which would be the best
stock to buy. Ultimately, the SEBI held a meeting and said that whoever
goes to these channels, must disclose his interest in that particular stock.
The person giving the investment advice shall be required to disclose, in the
media in which the recommendation is being made, whether he or the
employer firm has long or short position in that security. This decision was
taken by the SEBI on February 1, 2001. Yet, it has not been implemented.

Further, the intermediaries must ensure that when a representative
of the intermediary is giving a public investment advice, such an advice
must invariably be accompanied by the disclosure mentioned above. Not
implemented yet. This is causing havoc in the market. Whenever there is
a rumour, what is the position of SEBI? It must quell this rumour. If there
is & rumour that some mafia money has gone into the stock market, the
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SEBI must investigale 1 overnighl.  Otherwise, the ordinary nvester would
suffer. The SEBI must make a statement that its preliminary inquiry found
this or that, whether it is right or wrong. The problem is--| don't say,
everybody--certain individuals and cenain individuals and certain institutions,
whén they get together and start manipulating the stock market, it is then
the crisis arises. This crisis is peculiar to India. It 1s nol even a cnisis akin
to the 1992 stock market crisis, because, in that crisis, money was
borrowed for one purpose but invested in the stock market for an entirely
different purpose. That is not what has happened over here.

What has happened here 15 a systematic institutional failure, in
which the indiwiduals in the institutions and the stock brokers are co-
conspirators. |, therefore, urge the hon. Finance Minister to look into this
aspect of the matter and help this House, help the people of this country,
to ensure that this kind of depietion of national wealth is not repeatec in
the future.

Thank you.

SHRI B, MARGABANDU (Tamil Nadu): Sir, in the present-day
situation, there is no money circulation among the common people. The
banks do not lend money. Even f they lend, that would not be recovered,
since the industries which borrowed the money are not abile 1o compete in
the global market. As a result, the industries are becoming sick; they are
not able to survive. Sir, in this position which 15 prevailing in the country
now, the poor is becoming poorer and the rich is becoming richer.

Sir, the entire Budget is dependent on borrowings and
disinvestment. It is a sorry state of affairs that, out of every one rupee of
the Budget, 27 paise is borrowed from other countries and 28 paise is paid
by way of interest towards the loan borrowed. This being the tase, how
can the hation pe saved? Sit, ioday, the SEB! has restrained all the broker-
members and directors from acting as members of the Board of the BSE.

The broker member Directors of the BSE doctored the market
which resulted in this stock exchange crisis. The SEBI should act
immediately and safeguarc the interests of the investors and also ensure
the stability and development of the securities market. Sir, yesterday the
sensex crashed by 114 points and today it has crashed by 300 points, |t
also crashed on the post-Budget day. The reasons for this crash should
be investigated properly by the SEB! autherities and by the CCEA. Keeping
i view this sensex crash, the Government should take steps to show good
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signals to the foreign as well as the Indian investors by booking the culprits
who doctored or marpulated the BSE markel. The Government should
aiso take immediate steps to sclve the payment crisis. The BSE should
prove that the rharkets are safe for the investors. Sir, | reguest that 1the
broker member Directors who have been restraned by the BSE should be
investigated intc thoraughly.  The possibiity of pumping of black money
and taking away of meney by manipulation should be investigated
thoroughly. | request that a Jont Parliamentary Committee should be
appoinfed immediately to probe into this matter so that the invesiors are
saved. Thank you, Sir.
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TAH AE X TF avE ¥ HITT el a7 ¥F | a=adig |

SHRI S, VIDUTHALAI VIRUMBI (Tamil Nadu): Mr. Vice-Chairman,
Sir, since morning, hon. Members from both sides have been expressing
their concern over the volatiity of the stock market which is unprecedented
in India, Sir, both sides have said that they have given their opinion onty to
strengthen heaithy business in the stock market, Like the Kargil stand-off,
this is aiso one of the national issues. Whenever national issues are
debated in this august House, we find that there is unanimity in the thinking
and this is what is called demacracy, which we are having in our country.
Sir, 1 do not want 1o go through or repeal what the other hon. Members
have already expressed. The stock exchange episode came to light on 2™
March, 2001, when the Sensex declined by 176 points. Then only the SEBI
woke up and tried to find out the reasons for that. After &" of March, they
decided to take some action. Sir, | do not wart to Qo into the intricacies
of what happened in the transactions, but, at the same time, | want to say
that this type of manipulation should not take place hereafter, for which the
Government of India, i.e., the Treasury Bencnes should take necessary
steps.

After its meeting of 8" March, 2001, the SEBI has taken some
action, whereby the counter-party guarantee has been introduced and the
banks are allowed to provide collateral funding in the Automated Lending
Borrowing Mechanism (ALBM) as well as in the Borrowing and Lending of
Securities System  (BLESS), additional margin  has been stipulated;
outstanding limit has also been curtailed, etc. Sir, all these steps have
been taken subsequently, after this manipulation came to ight. | weould like
to quote the second paragraph of the Statement which was made by the
Finance Minister in the morning. | quote, "While the downward movement
of the Indian stock market and its volatiity have not been unusual
compared o international markets, around the beginning of March, 2001,
..." Had it been so, these type of measures ought not to have been taken.
Sir, when we have taken these measures, we found that there are some
peopie who have indulged in some foul play. Sir, | feel that the message
which should go today from this august House should be to strengthen the
stock market, and set a healthy f{radition in the stock market. And,
tomorrow, | feel, it will take an upward turn and the status qguo ante will be
restored. Keeping that view in mind, | want 10 make some submissions,
Sir, | would like to quote whal Ms. Dina Mehta, the then President of the
BSE said yesterday, and which appeared in today's newspapers. | quote,
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“She pointed out that out of BSE's Hs. 2,400 crore trade guarantee fund,
Rs. 1,260 crore is in hard cash. She added that the average liabilities of
the exchange stood at around Rs. 800 crore, which meant that even in
case of a cent per cent market failure, the trade guarantee fund would have
mar. an enough to cover a default." Therefore, Sir, | feel that default fs
not 1g to be an issue. There won't be any default. We are giving this
infore .ation 1o the nation only to strengthen the stock market. At the same
time, Sir, the SEBI has also taken some stringent measures. The broker
Directors have been shown the door. They are now restrained from acting
as Directors. Functional Directors, Surveillance Inspectors, have also been
removed from their place. Sir, | feel, the step regarding the trade-
guarantee fund, to provide counter-guarantee, ought to have been taken
some years before. Sir, the SEBI was constituted in 1988, in the month of
April. Now, they have got ample experience of more than a decade. They
should have visualised all these things. But since they could not visualise
all these things, | feel, they are lacking in training, and they need further
training. Sir, how has this happened? The banks have given a total credi
of Rs. 8000 crores, which is not enough. But it is not a small amount.
They say that they are giving only 60% of the stock value as loan. They
are lending #. Therefore, they are having between Rs. 8,000 and Rs. 9,000
crores as securties for the loan they have given, Therefore, it should not
be treated as NPAs. That is what | want to make very clear. Sir, from the
bank's side, there is no problem. It is all right. Actually, what has
happened Is that the bull has purchased to the maximum extent possible.
It has reached the saturation pcint Then, it has 1o come down. When it
¢omes down, there is a release and the prices come down.

When the prices came down, the banks were alarmed. Some
pan:c button was pressed. The banks wanted 10 get the coliateral security
increased. For that purpose, they pressed the people whom they had ient
money to see that their securities were ncreased further. When the banks
indulged in such an activity, the pecple who had stocks with them, whether
they were wiling or not, were reluctantly forced 1o sell their shares again.
This actually expedited the process of the decline, Then, the SEBI came
into the picture. The SEBI and the Government applied some pressures, |
telt you what they did.

Sir, | quote what The Economic Times, under the caption, "Capital
Market Arrests the Free Fall," has written today:
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"The banking sector must continue to provide funding support to
the market, and the SEBI should immediately revoke the ban on
naked short sales.”

This is a suggestion. | do not say that this is an advice.

Sir, when the banks and the RBI also intervened, they wanted to
put some sort of a brake. They wanted o give instructions according to
the commercial practice. The commercial banks also wanted to tighten
thelr grips over the borrowers. ‘Ahen it was so, what happened was that
the sharehclders wanted to sell their shares even at a distress price.
Therefore, the index came down further.

The international situation is also contributing to some extent, |t
has also become a factor in this. But | feel that this is not the only thing.
Some intricate play also had its own role.

Al the same time, in any system and in any area, this type of
upheaval takes place. For example, in 1982, the former FPrime Minister of
the UK, Mr. Major, when he was the Lord Chancellor of the Exchequer, had
actually put Britain into the bracket of the EERM. He had integrated the
British system with the European exchange market mechanism. He thought
that actually the sterling was pegged with the mark and the DM and that
no devaluation would take place. When a journalist from The Swunday
Times asked Major, when he was the Prime Minister, "Are you going to
devalue the sterling?", he stubbornly refuted it and said, “There is no such
condition.” He requested the Government of Germany to cut its interest rate
as well as to devaiue the DM. But the Government of Garmany refused to
do so. Instead, the Government of Germany requested Britain to devalue
the sterling. When this call was actually taken from Bonn, within hours, it
had its own effect on Britain. Between 10.30 and 18.30 hours, the sama
day, that is, on the 16th of September, 1562, the British people lost 4 billion
pounds. Their reguiatory system is much advanced. They have got their
own experience, Stil, even Great Britain was not able to control it, They
lost nearly 4 billion steriing. Therefore, this happens in every area and In
every field. But we must take a lesson from this and see that #t does not
repeat itself, We must be very careful about that,

Sir, some people say that money circulation in this country is less.
R is not so. This is a propaganda that is being made. The money
circufation is proper. If the money circulation has to be increased, it will be
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at the cost of inflation. Actually, it 15 unrelated; it is not at all related to the
subject that we are dealing with.

in spite of that, if somebody has raised it, it is not proper. |
oppose it. | do not know what dees the rolling settlement mean. [n case
the rofling settlement is going to help in pushing the market liquidity in the
stock market, the Government may think over it. Sir, we had a very bad
experience of what happened earlier. We must come out of it. | am not
for JPC to go into it, but the Government must decide on the mechanism,
which they want to adopt to find out how this mal-practice took place. The
remedial action shouid be evolved in a time-bound manner and it should be
ensured that this type of manipulation is not repeated in the country.

SHRI V.V. BAGHAVAN (Kerala): Sir, | will put straight questions to
the hon. Minister. Sir, in the share market, about 80 per cent are
speculators and only 20 per cent are the real capital share investors. These
speculators operate with an ill-gotten bark fund. This morning the hon.
Finance Minister denied that. Ten years ago, Harshad Mehta operated with
the ill-gotten bank fund. That is an established fact. | hope the hon.
Minister will agree with me. Even now the speculators operale with ill-
gotten bank funds. It Is the responsibilty of the Ministry of Finance to
scrutinise and find out how this happens.

Sir, the R8BI, the SEB! and the Ministry of Finance were in ihe
dock. They did not know if this crisis existed. Sir, under your very nose,
haste was shown in the GTB and UTI bank amalgamation. These
speculators operate by utilising the bank resources and cheat the real
investors.  You have a great responsibility towards the small investors.
Afready suicides have taken place. | am told that psychiatrists are very
busy these days. It is not a small thing. Kindly exert all your force and
utilise all your establishments and instruments to see how these things are
going on. The hon. Minister is looking at the clock, Sir, | will be very
short. It has been established that Harshad Mehta utilised the bank funds,

in this way, speculation i3 going on. The norms of the Reserve
Bank of India are being violated. | don't say, the SEBI has purchased to
influence. All the controlling agencies are influenced by these speculators.
That is how things are going on. So, in the interest of the genuine
investars, do some drastic thing. Thank you.

SHRI YASHWANT SINHA ;. Mr. Vice-Chairman, Sir, | am extremely
grateful to all the hon. Members who have panicipated in the debate,
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particularly, to the hon. Leader of the Opposition who initially drew my
attention to this issue.

Sir, you may recail that | had made a statement in the beginning
which clearly gtates that an inquiry was on and that the Government will
not allow anyone who is guilty of manipulating markets to go scot-free.
The quilty wili be certainty punished. But | must hasten to add that what
we are looking at is not the decline in the share prices. As far as | am
concerned, that is not a matter of concern. What we are looking at is the
iesue of manipuiation, if there is any.,

| must express my gratitude to the hon. Members because many
of them have added to my inadequate knowledge on the functioning of the
stock market, and | am richer by that knowledge, after this debate. But |
must make it ciear that speculation in the stock market is not a crime. it is
permitted the world over. Making prefits in the stock market is not a
crime. People are there for making profits. Sa, prices will fluctuate, Prices
will go up and down. People will make money. Some people will lose
money. They are in this game because they lke to play it. Those of us
who do not like to play this game, do not invest their money in the stock
market.

SHR! V.V. RAGHAVAN: My complaint was, they were using the
public money.

SHRI YASHWANT SINHA: 1 will come to your complaint. You were
the last and most distinguished speaker. How c¢an | forget what you have
said? It will continue o ring in my mind until i finish.

Here, | am taking about the point which has been made by
various hon. speakers, including Mr. Kapil Sipal, about the loss of national
weaith. | would like to refer to the point which | had made in my
staterment, which has been contested by various friends here, including Mr.
Nilotpal Basu, that we cannot really make a comparison with what is
happening “internationally. | have here, in my hand, a copy of the
Economist of London of 10" March; and it is worth quoting. Therefore, |
quote:

"We ask all cur readers to observe one minute silence on 10th
March to mark the first anniversary of the NASDAQ peak. Over
the past year, this index, once the beacon of America's new
economy, has tumbled by 55 per cent. America's broadest stock
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market index has lost more than 20 per cent of ils value. Markets
around the world are now, on an average, at least, 1/6" below lasl
year's peak, as share pricas have tumbled from Tokye to Frankfurt,
Sao Paulo to Seoul. ..

Over the past year, around four trilion US dollars has been wiped
off the value of American shares alone, a sum equivalert 1o 40 per cent of
the country’'s GOP." I am quoting this in order to emphasise the point that
over the last 12 months, the stock markets the world over have lost, the
world over. If anyone were to say that it is a peculiar phenomenon
associated only with the Iindian market, then, | will most humbly beg to
differ. Sir, as | have aiready quoted, the Japanese market is down by 50
per cent, the Korean market is down by 40 per cent, the Taiwanese market
is down Dy 55 per cent and the German market is down by 71 per cent.
Now, we were talking about the market cap, the total market cap,
capitalisation. On 31% March, 1999, the market capitalisation was Hs.
5.45,361 crores, on 31° March, 2000, it was Rs. 9,112,842 crores. When it
went up from Rs. 5,45361 crores to Rs, 9,12,482 crores, whose gain was
it? If we are so concerned about the loss, we should also look at the gain.
On 20" February this year, it was Rs. 7,16,172 crores. On 12" March, it
was Rs. 8,090,763 crores. It would have gone down further today because
the market was declining. But, as Ramdas Agarwalji has pointed out, this
is a noticnal loss. If | am holding 2 share and the value has gone down, |
will realise the diminished value, if | go and dispose of the share. If | hold
on in the hope that the rmarket will climb in future, and if the market does
climb, inen | am not going to lose. Therefore, let us not associate this with
the loss of national weaith. National wealth, in terms of stock market, will
go up and go down, That is what the stock market is all about. If we are
rastless at the thought of national loss of wealth in the stock market, | am
afraid that is not the way to look at it.

Sir, | would ke to begin with the role of SEBI because this is an
issue which has been raised repeatedly. Specially, the hon. Leader of the
Opposition asked why the SEBI did wake up only around the first week of
March, the beginning of March. Sir, this is a calling-attention notice. My
attention has been called to the immediate event of decline, fluctuation and
manipulation in the stock market now. | could have gone into the history.
| could have begun from 1992, But that is not the purpose of this calling-
attention. The purpose of this calling-attention is what is happening in the
stock market ncw. Therefore, | talked about the begnning of March. If we
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were to go into the past, then, let me tell you that share prices have gone
up and down. At times, they have also been manipulated. And at such
times, whenever it had been brought to the notice of the SEBI or it had
come to the SEBI's notice, suc motu, they had taken a number of steps.
They were saying, why we were worned only about the deciine in the
market. They were worned when the market had gone up to 6100 in
Fetrruary, 2000. They were concerned as (¢ what was happening. So, it is
not that we are concerned only when the market is going down and we are
not concerned when the market 15 going up. | have here a whole list of
‘nitiatives which have been taken by the SEBI over a period of time,
mechanisms for risk containment, both when the markets have gone up
and when the markets have gone down. It has been a continuous process
of improvement every time because we have been learning as we have
been going along. It is only that the instruments that we use when we are
dealing with a declining market are cifferent from the instruments that we
use when we are dealing with a rising market. They are different.

ANng so, different instruments have teen usued by SEBI, from time
to time. | would not like to take the time of the House in pointing out the
various steps which SEBI has taken, But, okay, if some illustration has to
be given. Let me point out some measures. When was the market
surveillance division set up in SEBI? it was set up in July 1985, and the
primary responsibility of market surveillance has been entrusted to stock
exchanges, under the overall direction of SEBL.  Now, some of the
surveillance systems and risk containment measures, that have been put in
place, are brigfly given below:-

Risk containment measures, in the form of elaborate margining
system  and linking intra-trading limits and exposure limits 10 capital
adequacy; daily price checks to curb abnormal price behaviour and volitility,
reporting by stock exchanges through pericdic and event-driven reports,
inspection of intermediaries, suspension of trading in scrips to prevent
market manipulations, formulation of inter-exchange market surveillance
group for prompt, interactive and effective decision-making on surveillance
issueg and coordination between stock exchanges, suspension of trading in
scrips to prevent market manipulations, implementation of Online Automated
Survgillance System, the stock watch system at the stock exchanges.
Now, Sir, mark to market, base capitai, additional capital, implemental carry
forward margin, payment margin by clients, volitiity margin, price in bank,
margining of institutional trade surveillance cells of stock exchanges, are all
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these steps which have been taken by SEBI, from time to time, in order {0
prevent undue volatility and manipulation of the stock exchanges, Sir.  An
lssue was raised of the 1998 price manipulation of Videocon,  Sterlite and
BPL. % is not that SEBI has not acted. SEBI conducted an inquiry. It was
as a result of the findings of that inguiry that the then President of the
Bombay Stock Exchange was asked to resign, and he had to leave. The
Executive Director had to leave because of the findings of the SEBI. A
number of stock brokers, who bhad indulged in manipulations, waere
suspended for two lo three years by the SEBI, and at the moment aiso,
this case is going on, because we must realise that SEBIl is a market
regulator. and SEBI alsc has a quasi-judicial role. When SEBI assumes that
quasi-jucicial role, we do not interfere, the Government will not interfere,
nobody will interfere. That is a quasi-judicial role, where the judicial system
takes over, the law of the land takes over, and whecever is arrayed before
SEBI, if he wants to ask for informaticn, if he wants to look at documents,
SEBI, in the quasi-judicial role, is obliged under the law, to make that
available, and therefore, in respect of some of the players, if there is an
impression that action has not been taken, it is only on account of the fact
that SEBI is conducting these inquiries in its quasi-judicial capacity, and
there is a certain due process of law, which has to be followed, and that is
Deing done by the SEBI, and therefore, the question that SEBI has not
acted, the question that SEBI is sitting over the inquiry of 1998, | am afraid,
is not correct.

DR. MANMOHAN SINGH: Mr. Minister, is it true that only recentily,
SEBI has begun hearing of cases? When did SEBI begin hearing of cases
of 19987 Al | wanl to impress upon you s, we are operating a market
which is internationally integrated. If you think that three years' time is
nadeguate 10 deal with this issue, then we should close our market to the
international players.

| don't think the markets eisewhere will tolerate a system that
cannot bring the culprits to book for three years. This is the concern. We
are not interested in apportioning the blame. This is the concern | wish 1o
convey to you in ali seriousness.

SHR! YASHWANT SINHA: Sir, with great respect 1o the hon.
teader of the Opposition, | would like to say that the functioning of the
SEBI is governed by a law, the SEBI acts under the law that set up the
SEBI, the SEBI acts under the Securities and Exchange Act and the SEBI is
not allowed te do anything which will not stand judicial scrutiny. The point
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that | am most humbly makirg is that, as far as the administrative action is
concerned, which included removal of the President ¢f the Bombay Stock
Exchange, which included the removal of the then Executive Director, which
included the suspension of the brokers, all that has been done. But when
it comes to the quasi-judicial function, we have to be within the framework
of law. SEBI cannct violate its own law. So, | am afraid | don't share....

OR. MANMOMHAN SINGH: These are not effective punishments,
That is why we have this recurrent phenomencn., | think you have a
President who resigns three weeks befcre his term comes to an end. If all
these things are considered to be punishments, | must say that it is this
atmosphere of permissiveness which is leading to the recurrence of these
events,

SHRI YASHWANT SINHA: Sir, | have listened o not only the
Leader of the Opposition but alse to all other Members without a single
interruption.

DR. MANMOHAN SINGH: | am sorry.  That was not my intention.

SHRI YASHWANT SINHA: Sir, | most respectfully submit that ¢
have a train of thoughts. | should be allowed to complete what | want 1o
say and if there is any gquestion that is outstanding, | will be most wiling to
reply to that. There is no question on my part or on the part of anybody in
the Government of hiding anything. We have ncthing to hide. Therefore,
iet there be no impression that we are doing anything i order to protect
somebody, we are doing anything to drive anything or sweep anything
below the carpet. Nothing at all. | wil be very straignt and very honest,
and | say, if any malfeasance, if any misdemeancur, comes to our notice or
is brought to our notice, we shall take the strictest possible action against
him, be it a broker in the stock-market, be it cne of our institutions, be 1t
any officials of the SEBL But | happen to be a member of this
Government, a responsible member of this Government, and, as Finance
Minister of this country, | cannot condemn anybody without any incuiry,
without due process of law. Most of all, | would not accept the kind of
criticism that has been levelled against SEB! and its Chairman. | personally
feel the integrity of the Chairman of the Securities and Exchange Board of
India is absolutely above board. .. Jnterruptions)...

SHRI FRAFUL PATEL (Maharashtra): Nobody has accused him.
Why are you standing in judgement, when nobody has accused the
Chairman and the SEBI? ...fnterruptions)... Why are you standing in
wjdgement? ... Interruptions)...
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SHARI 5.5, AHLUWALIA: Why are you interrupting? ... dnterruptions). ..

SHRI PRAFUL PATEL: Though | had not spoken today, don't think
| was not here for the day. Nobody has accused the Chairman of SEBI
..{Interrugtions)... Don't interrupt like this. . .fdnterruptions)...

SHRI 5.5, AHLUWALIA: Why are you interrupting? ... finferruptions)..

SHRI PRAFUL PATEL: Why are you interrupting? ... (fnterruptions)...
Why are you interrupting? ... dnterrupticns). .

SHRI 5.5, AHLUWALIA; When you are interruptling the Minister, |
can also interrupt you. ...(Interruptions)...

SHRI PRAFUL PATEL: Why are you interrupting? .../Interruptions). ..
Don't interrupt like this. . fnterruptions). ..

SHRI S.5. AHLUWALIA: Let the Minister reply. ... (Interruptions)...

SHRI PRAFUL PATEL: Mr. Finance Minister, nobody has accused
the SEBI Chairman. ... fdnterruptions)...

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI: Members are
requested to take their seats. .../Jnferruptions). ..

SHRI PRAFUL PATEL. Nobody has accused the SEBI Chairman.
..finterruptions)... | have not heard a single person accusing the SEBI
Chairman. ... {nterruptions)...

SHRI .8, AHLUWALIA; Without an ingquiry, how can you form
such an opinicn? ... (nterruptions)... How can you do it? .. (nterruptions)...

THE VICE-CHAIRMAN: Members, please take your seals.
st MEoe ATTH @I (I U2 | 1 BIES! v A" w7 . (SEEs)..

SHRI YASHWANT SINHA: The SEBI's role has been questioned in
this House. ...({Interruptions)...

SHRI PRAFUL PATEL: 1t is the SEBI's role, not the Chairman's
misdermeanour or his integrity. ...finterruptions)...

SHRI YASHWANT SINHA: No, it is very clear. ... nterruptions)...
A lot of things have been said. | am prepared to go into the record and
point out all the remarks that have been made against the SEB!. When you
make remarks against the SEBI, how can the SEBI Chairman not be
responsible for 7
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500 PM.

Can you say that the Chairman of SEBI is a different entity?
. fInterruptions). ..

SHRI PRAFUL PATEL: Mr. Finance Minister, you did mention
..(nterruptions)... 1 am only making a point. | am only helping him.

THE WVICE-CHAIRMAN (SHRI SURESH FPACHOURD. But is he
yielding?

SHRI PRAFUL PATEL: Sir, nobody here is putting anybody in the
dock. We are all trying to get to the bottom of the issue. A lot of
Members have participated in the debata. | have not spoken. But that
does not mean that | have not heard all the speakers. My point is this.
The hon. Finance Minister is saying that somebody was accusing the
Chairman of SEBiI doubting his integrity and basic loyalty to the
organisation, Nobody has talked like this. .../Jnferruptions)... There may
have been some allegations made..fnterruptions).., Will you let me
complete? .. . dnterruptions)...

9} wroramy FE "t (SO Ry T Ae HE T & L (SEE).

guwmem (s gru o) ;. s S, ame At L (smum)..

i ooy fe gdt 0 oo Rl mv @ & W oamwe) 9 @
..{=ET)....

sy (3ft gy o) - s, s e e W Sy

off Fielud ¥y ;. SO A9 AT, TEe HE S L (FREE).. R/ 8,
T 9% & ST L (SR

M g, Reafor - 3 w8 ¢ & qeoer wY S, M JEAS "9
ST

sy (8 gYw welid)  ang S B S R w@Ee W W & ool
e ¥ wiy ... (s=am)...

ot W fay gl - RERE 2w o S, AW PR wE o #
...{ETT). .

SHRI PRAFUL PATEL: Gir, there may have been some stray
allegations here and there. .. (nterruptions)...

SHRI YASHWANT SINHA: What is the difference between stray
and non-stray? ...Anterruptions). .
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SHRI PRAFUL. PATEL: Wil you allow me {o complete? | am only
heiping you. The Finance Minister has just now admitted that this is an
institution. There are certain mechanisms. These are problemns or faiture of
the syslermn which have led to this problem. The Finance Minister or the
Ministry itself has no direct role. SEBI is a reguiator.  If there are some
problems, if some problerns have been attributed 1o the lack of SEBI's
irterest in taking timely action, why is it Deing construed that the Mermbers
are accusing SEBI or the Chairman of SEBI? That is ail 1 am trying to say.
We are not accusing the Finance Ministry or the Finance Minister or the
Chairman of SEBI for any instance which has taken place in the stock
market. We are only trying to say that SEBI has failed in its responsibility
of acting as a reguiator.

SHRI YASHWANT SINHA: Sir, we tend to forget things quickly.
QOur memory is shont. 1t was asked in the debate in this House, "When
was clearance given to the Giobal Trust Bank? Who was tha Deputy
Governor of the Reserve Bank of India at that point of time?"
.. (interruplions). ..

SHRI NILOTPAL BASU: Sir, t specifically... intarruptions). ..

SHRI YASHWANT SINHA: Sir, ...Jnterruptions)... Sir, how can | be
interrupted like this? ...{fInterruptions). .

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI): Let him reply
to your queries. ...(Interruptions)...

SHRI YASHWANT SINHA: Sir, | have listened to all the speakers.
Now everybody is jumping up. ..Jdnterruptionst.. Let me come owt with
these facts. ...Jnterruptions)...

THE VICE-CHAIRMAN (SHRI SURESH PACHQURI: The Minister is
capable enough to reply. ...(nterruptions)...

SHF NILOTPAL BASU: Don't put words in my mouth.
SHRI YASHWANT SINHA: [ am not putting waords in your mouth,

THE WVICE-CHAIRMAN (SHRI SURESH PACHOURI):Mr. Basuy,
please take your seat.

SHRI YASHWANT SINHA: Sir, they put this question, "When was
the Giobal Trust Bank set up? How permission was given 1o the Global
Trust Bank?" Sir, | have collected this inforrmation. in principle, the
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clearance for setting up the Global Trust Bank was given on 18"
September, 1993, The license was given on 6" September 1994, At that
time, the Deputy Governor of the Reserve Bank of india was Shri D, R.
Mehta, who happens to be the Chairman of SEBI today. Then an issue
was raised about the VWsya Bank, not Vaish Bank. The VWysya Bank was
not involved in the securities scam in 1982 and none of the deals of
Harshad Mehta was through this bank. That, | hope, clears the
air... fnterruptions). ..

SHRI NILOTPAL BASU: They didn't pay up...

SHAI YASHWANT SINHA: Sir, if | have to reply to every statement
that | am makirg, if | have lo justify every statement that ! am making,
...{Interruptions)...

SHRI NILOTPAL BASU: He is misleading...

SHR! YASHWANT SINHA: You have misled the House and | am
clearing the air. That is what | am doing. | am putting the truth before the
nation, through this House. And, it became important for me to raise the
issue of the integrity of the SEBI Chairman because his integrity has been
caled in question. When | am the Minister of Finance, it is my duty to
protect the Chairman of the SEBI and say that he is not the guilty person.
Let us not hang people when they are not guilty. Shri Nilotpal Basu also
made a point as to why we should compare our market with the NASDAQ
and others. | mentioned to him that Microscft, CISCO, IBM, intel, Sun
Microsoft Systems, are all well-known names of IT companies of the U.S.
and all therr stock prices have come down. It is nol merely the prices of
some bubble dot.com. companies which have come down. No market will
go down in the manner in which the markets have gone down the world
over if only a few bubble companies were 10 burst,

Sir, it is a serious matter indeed, as the hon. Leader of the
Opposition has pointed out, that in three years' time, -- in less than three
years' time, in fact, .- two Presidents of Bombay Stock Exchange had to
leave in circumstances which were not pleasant. it is a matter of concern
to me as well. And, therefore, | have said clearly in my statement that we
are going to move towards de-mutualisation, the issue of which has been
undler discussion. But, over a pericd of time, --it is not merely in the last
three years -- while the benefits and merits of de-mutualisation had been
accepled, we have not really moved in that direction. | have started
serious action on this. And, as | have mentioned in my statement, if it can

302



[13 March, 2001] RAJYA SABHA

be done without legislation, we wil do it without legislation. i legal opinion
tells us that it has to be done by legisiation, then, | wili come before the
House with a legisiation. Bu! it has to be done. Trere is no alternative to
de-mutualising the stock exchanges. ! entirely agree with the opinion which
has been expressed in thie House that the participation of the brokers, who
trace N the exchange, in the management of the exchange, nhas to be
separated. It is very important because this recent experience of the tape
does confirm the baeliet that, at times, it becomes difficuit for the brokers to
resist the temptaticn of getting information which they are not entitled to.
Even in the present system, they are nat entitled to that. But, the
President of the Exchange has spoken to a person who is not very high-up
in the Exchange, and iet me 1ell you the survelllance system, as Mr,
Ahluwalia was pointing out, is like the black box in an aircraft; whatever you
do is recorded. That is how this whole thing came out.  Therefore, this has
to be separaled. And | have alreadv 10ld the House that we will come up
with this.

Now, the cther issue which was raised by the hon. Leader of the
Oppositicn was about the SEB! trying to bolster the market, that they were
pushing up the prices of certan 1echnology stocks.  After he raised this
issue, | went into that question. | made enquiries during the lunch time,
and | have been assured that the SEBI has done nothing of that kind, that
it is neither therr role nor their responsibility, nor have they actually induigeo
in pushing up any technclogy stock prices...

CR. MANMCHAN SINGH: If you yield, | shall explain. | was
referring to certain decisions that were taken by the SEB! in the course of
the last eighteen months with ragard to initial public offering and isting
companies.  Before that, there was a certain stipulation that a certain
propertion of shares must be held by the public before any issue can be
made. | think in the course of this period of eighteen months or so, these
limits in respect of shares in the technology sector, including media, were
relaxed. 1 i am wrong, 1 will correct myself, But. ..

SHRI YASHWANT SINHA: | will share the information. As per the
existing SEBI norms for initial public offering, 25% of the estimated market
value had to be offered to the public. This requirement was initiaily relaxed
for iT companies because IT companies did nat need, always, the amount
of money; they wanted to come for IPOs because they had to offer their
shares to their empioyees and we are all aware of the fact that IT
companies are in a special class and because of the worldwide demand for
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qualified professionals, each |T company was and is very keen to retain its
empltoyees and, therefore, through ESOPs, they were allowed to make IPOs
and offer as ESOPs to their employees and it was all dene within very
clearly prescrited norms.  Therefore, it was decided to let such companies
issue ten per cent of the market value to the public, subject to a minimum
of Rs.50 crores, to be oftered to the public, Subsequently, this was raised
1o Rs.100 crores and noew a company, being an IPO, can issue ten per cent
of their shares, subect to a maximum of Rs100 crores, This has been
dorne specially for IT companies in order to enable them to offer their
shares to their employees and retain the employees who the world over
todday are more interested in the Employees Stock Options than in the
calaries that they get. Tnis is something which is well recognised, Sir. So,
the intention was not to allow, through these very limited issues, any...

DR. MANMOHAN SINGH: Mr. Finance Mihister, even members of
SEBI, for example, opposed this. | 8o not want to nameé anyone. But
there was a serious apprehension expressed at thatl time. | may be wrong.
But | say this in all sincerity. Some members of SEBI also opposed this
thing, within SEBI. This matter was discussed at various forums that SEB!
had. There was a difference of opinion and, at that time, there was an
apprehension that this measure would lead to ramping up of prices. Well, |
am not imputing any motive whether that was the intention or not. But, in
practice, | think this has led to a situation of the type that | described.

SHRI YASHWANT SINHA: Sir, | was rmerely referring to the
impression, [f, as a resuit of the intenvention of the Leader of the
Opposition, an impression has gone out thal SEBN deliperately took sorfe
steps in order to push up the prices of technology stocks, | merely wanted
to correct that impression. That was not the intertion and, in any case, it
is the SEBI board which has taken the declsfon. When a matter comes
before the board, we all know that various members express various views
and, ultimately, on the basis of a consensus, a decislon is taken. Sir, the
hon. Leader of the Opposition also raised the issue of investigating
agencies. And various Members have commented on the role of the
media. | do not want to say anything on that, except to say that the media
need not aiways be right. There was a report in a section of the Press,
saying that every conceivable agency of the Government was after
somebody or the other in the stock market, that telephones were being
tapped and so on. At least, as the Finance Minister, | am not aware of any
such investigation and | am not aware of the telephones being tapped. Sir,
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there was a report in one leading newspaper which talked about a leading
Bollywood actor, a leading politician from UP and so on. The next day that
report was denied. But the surprising thing was that the first report was
also ascribed to authoritative sources and the second report was also
ascribed to authorities. The authorities have not shared any information
with anybody. 1 would like to assure the House and, especially, the Leader
of the Opposition that, at this point of time, the inquiry which is going on is
an ingquiry by the SEBL  We have not asked the investigating agencies to
make inquiries. If, at any point of {ime, we find that any other law has
been viclated, then, certainiy, the other agencies could aiso get into the
acts,

Now, | take the issue about underworld funding. | am not aware
of any underworld money, but | cannot stand here and wvouch for it
Whatever inquiries | have made, they assured me that there is no big play
of under-world money in this. In fact, one bank which has been referred to
in this connection, as far as that bank is concerned, also, we have made
inquiries and we are 1old that they have taken the usual precaution before
an account is opened. So, on that basis, | think we can let that rmatter
rest there.

Sir, the issue again -- as | am going through the note which | have
taken -- is of the Jodhpur Ciub. Was not that a personal allegation? | am
asking the hon. Members, Sir, through you. There is no Jodhpur Ciub.
The SEBI has taken action against exactly those people who were
supposed to belong to the Jodhpur Club, along with the Chairman of the
SEBI.

Sir, as far as the payment problem is concerned, there has been
no payment problem so far.,  The Calcutta  ...{nterruptions)... Yes;
Calcula. | have got all the details. ...fnlerruptions)... Kolkata, but...
..(Interruptions)... Whie the pame of Bombay has changed to Mumbai, the
Bombay Stock Exchange is stil known as the Bommbay Stock Exchange.
Similarly, the name of Calcutta might have changed to Kolkata, but the
name of the stock exchange is still Calcutta Stock Exchange; anyway, let
us not go into the controversy of that. Sir, | would like to take the hon.
Members into confidence and say that in Kolkata what had happened was,
there is a time of pay in and there is a time of pay out. There was just a
delay because of the fact that some banks were closed, etc., there was a
delay of one day in pay in. There was no delay at all, as far as the pay out
was concerned. The pay out was due on 10" of March. The pay out was
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made on 10" of March. But let me also, Sir, point out one of the major
rurmours which is doing the rounds, every day, we find some rumour about
some payment crisis overtaking one exchange or the other. There has
been no payment crisis so far. | am assured -- | am repeating -- | am
assured by the SEBI that the funds available, the trade guarantee funds
which are available, with the stock exchanges, are sufficient to be able to
take care of any problem, The SEBI| has already issued directions that the
system which operated in the NSE should be the system which should be
adopted by all other exchanges so that even the kind of slight delay which
was noliced in Kolkata is not allowed to happen,

Sir, the issue was raised of the Budget and the market. Again, a
nurmber of issues have been raised about the Budget, how | have reduced
the interest rates; | am trying to push the investors into the stock market,
gtc.  Sir, when we discuss the Budget in this House, | will have an
opportunity of replying to it in great detail, but | will only say this, at this
point of time, that | repudiale, | strongly deny, any such allegations. My
Budget is not meant to push the investors into the stock market, and the
reduction in the interest rates ts not on account of that. Therefore, let us
not link the Budget with the stock market. | don't think the Budget has
been disgraced because of what has happened in the stock market. The
Budget has not been disgraced by whail has happened in the stock market.
The stock market might have disgraced itself. But it has not disgraced my
Budget. So, let us not have any misunderstangding on that. Sir, the issue
was raised about the empioyees of the SEBI trading in the market. { have
made an inquiry. There is now a complets ban on SEBI employees trading
in the market. | have not come across any near and dear relatives of the
employees who might have indulged in trading. f some hon, Members
have any information, | will be very wiling to take that information from that
hon. Membear and take action,

SHRI NILOTPAL BASU: Are you saying that the inquiry is over
now? You are giving a clean chit to people, liberally. For example, | have
aquotes from Mr. Tapas Dutta, Exacutive Director of CSE, who told the
Business Line that there was a pay-in crisis in CSE but you are now saying
that there was no crisis. ... {nferruptions. .

SHRI YASHWANT SINHA: Let Niotpal Basu hold the floor then.
..{Interruptions)... Sir, | have used my words very carefully. ! have said
that there is pay-in and there is pay-out. | have said that there was a delay
of one day, as far as the pay-in was concerned. As f{ar as the pay-out was
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concerned, there was no delay. it was due on 10" March, and it was
settled on 10" March.

I must tell you that if 1 am the Finance Minister, | wil choose my
words very carefully and ! will not permit any words to be put in my mouth,
because | am taiking about a subject which is exitremely sensitive. | carry
that responsibilty,

Sir, Mr. Ramachandraiah spoke about a big scam. | am not aware
of it. | will again say that if he thinks that there is any special information
which s available with him, he is most welcome to share it with me. But |
would like to disabuseé the impressicn that because of the reduction in the
interest rates, all these things are happening. Let me rake it very clear.
When | announced it in the Budget that | am reducing the interesl rates,
simultaneously, | have alsg said about the manner in which the wvarious
State Governments are geing to benefit. | have reduced the interest rates,
across-the-poard, for the State Governments also. Therefore, it is not
merely the Government of India -- let me remind Mr. Ramachandraiah -- it
is also the Government of Anghra Pradesh which is going to beneftt as a
result of the reduction in the interest rates, Sir, Mr. Kapil Sibal tried to tell
us how and what is responsible for this entire scam; the problem in the
stack market and how it has happened. Sir, he said that the root-cause of
the problem is because stocks are being lent. Because stocks are being
lent free, therefore, people are freely trading them and, therefore, they are
able to hammer the market through this lending. Sir, the Stock-Holding
Coarporation is a responsible body, owned by the public sector financial
institutions. Stock lending is a legitimate activity carried on avery stock
market througout the world. The Stock-Holding Corperation has been
authorised by the SEBI, under its ru'es, to carry out lending operations.
They are custodians and they can hoid stocks on behalf of the UTI, LIC,
GIC, etc. and lend these stocks to any entity, under strictly prescribed
ncrms. it is not that anybody can come and say “lend me some stocks" and
some stocks woukd De lent. The others are -- not merely Deusche Bank --
but HSBC, Reliance Capttal, ABN Amro, National Clearing Corporation and
BOI Shareholding.  All this is very strictly kept under check. This matter is
also under investigation to find out if there is any violation of the prescribed
norms by any of the stock holding or lending bodies; and if any such violation
comes to our notice, then, centainly, we will be taking action.

OR. MANMOHAN SINGH: The newspapers have reported about
the activities of a particular custodian, and, in that context, | welcome your
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statement that this matter will be investigated.

Sir, this matter is already under investigation. And the point, the
general point which | am making and which | have already made is that if
any of the norms and rules have been violated, we will take the sternest
action against the guilty persons. Now, Sir, a number of other issues have
been raised. smgmfaar ot ¥ wE1 & R T VA FgIw T & F S
e wXell & % g & AN B 9 FdEm g o Petd) iR feie s
g forior v iR Rt o @mfda = 3w .

Suemsaat (sff gy ol ) - ovd wra T Ao e oft @ afd
3N gvEa frer . w1 w1 Ao &, 5o ord Rawe 6 2

Sir, | think | have run through the pcoints which had been raised by
the hon., Membaears. Sir, | had already during the Question Hour made that
point and, therefore, | thought | would not repeat it. But as far as the
exposure of the banks is concerned, there are prescrited RBI norms which
say that it should not exceed 6 per cent of their total credit at a given point
of time. And according to the information, which | have shared with the
House, it is less than 2 per cent. | have looked into the figures of the
money, which had been made avaiable for investment in the stock market
by the individual banks, and | found that in no case has this been
breached. Therefore, | can say with an assurance given to me by the RBI
that the prudential norms have not been violated and it will be wrong on
our part to say as some hon. Members have pointed out, that it is the flow
of bank money from the private banks that is responsible for the*present
situation in the stock market. My information, unfortunately, does not bear
that out. Sir, an issue has been raised that we should have a Joint
Parllamentary Committee to inquire intc this matter. | have already stated
on behalf of the Government that we have nothing to hide. The SEBI is
conducting the inquiry. At this point of time | have no reason to doubt
either the competence or the integrity of the SEBI in conducting this inquiry.
We will await the results of this inquiry. | think | have been assured that
the inquiry should be completed. ...{nterruptions)...
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DR. MANMOHAN SINGH: If you have no circumstantial evidence,
why have you ordered this inQuiry?
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& And that is an issue which is under enguiry. Coming to the poirt which
has been raised as to what the time-schedule is, | have been assured by
the SEBI that thousands of transactions have to be looked into; it is not
mergly the transactions in recent days. Let me assure the House that the
enguiry is not merely in respect of the so-called bears; the enguiry is a total
enguiry which includes the people who are known as bears and the people
who are known as bulls. We are enquiring intc the whole gamut of issues.
| have been assured by the SEBI, despite the fact that it is a very complex
enquiry involving analysis of thousands of transactions, that by the middle
of next month it should be possibie for them to come out with their
preliminary Report,

SHRI PRITISH NANDI {Maharashtra): Sir, whether the hon. Finance
Minister can assure us that the merger between the UTI Bank and the GTB
¢ould be kept in abeyance till the enquiry is over.

SHRI YASHWANT SINHA: Sir, let me clarify, There is also an
impression which is sought to be created as if the UTI Bank and the GTB
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have already been merged. They have nol merged. Let me make it very
clear. The matter is still under the consideration of the Reserve Bank of
india, which is the competent body to allow such a merger, and ! would
like tc make it very clear that | have no intention of interfering with the
autcnomous functioning of the Central Bank, just as [ have no intention of
sitting here and micro-managing from the Ministry of Finance, the various
banks ang financial institutions. | will let the RBI perform its role and | am
quite confident that the RBl will take intc account all the factors and will
come to a proper decision. | would also like to inform the House that as
far as the shares of the GTB are concerned, this matter is also under
enguiry. The preliminary enquiry Report has been shared by the SEB! with
the RBI. That is available with them. So, let us trust the judgment of the
RBI. The RBI will come to its own conclusion. X is not for me to give an
assurance in this regard because ! will be over-stepping my limit and
interfering with the jurisdiction of the Central Bank.

SHRI PRAFUL PATEL; Sir, both of them, i.e., the UTI Bank and
the GTB, said that they would like to complete this transaction before 31°
March, 2001, so that the can come out with a consolidated balancesheet
for the next year. It is on record. It has been stated by both of them,

SHRI YASHWANT SINHA: Let them. | am not going by the press
reports.

SHRI PRAFUL PATEL: It is the press report, but they have been
quoted.

SHRI YASHWANT SINHA: Quoted by the prass.

SHRI PRAFUL PATEL: They have been quoted in the media that
both, the UT! Bank and the GTB...

SHRI YASHWANT SINHA: Yes. In the media. That Is what | am
saying. They have been quoted in the media. | am not going by the
reports in the media. | am geoing on the basis of the information which is
availabie with me from the RBI, that the matter is under consideration, that
the rise in the sharg price of the GTE has been enguired Into. The
preliminary findings have been shared by the SEBI with the RBI. The RB!
will take all thase factors into account when it takes into consideration this
issue, |} do not think there is any need for a Joint Pariamentary Commitiee.
| had stated on an earlier occasion also that whenever we think of the
share market and anything going on there, ow thoughts immediately go
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back to 1g82. Whenever we think of Dalance of payment problems, our
thoughts immediately go back to 1999. All situations are not similar. At
this point of time, we are in complete contral of the situation and | do not
think there is any need for a Joint Parlamentary Enguiry at this stage.
Thank you.

RE. ALLEGED PAYMENTS IN DEFENCE DEALS

THE VICE-CHAIAMAN (SHRI SURESH PACHOURYN: The Leader of
the Opposition would like 1o say something.

THE LEADER OF THE OPFOSITION (DR, MANMOHAN SINGH):
Mr. Vice-Chairman, Sir, | wish to draw the attention of the Government to a
very serious matter. | am told that in the Imperial Hotel, a particular film
has already been shown. Zee TV has also shown this, in which, it is
alieged, matters relating 10 sensitive defence deal consideration has been
offered and has been given. It is the most serious matter involving national
security, |, therefore, urge upon the Government, without any further loss
of time, to clanfy the position as to what the true state of affairs is.

SHRI S, RAMACHANDRAN PILLAI (Kerala): Sir, | also join the
demand made by the Leader of the Opposition. This is a very serious
matter, The Government should immedately come forward with a
statement, explaining the position.

THE VICE-CHAIRMAN (SHRI SURESH PACHOURI): Yes, Mr. Bratin
Sengupta.

SHRI BRATIN SENGUPTA (West Bengal): Sir, | demand an
immediate high-level parliamentary probe, in the interest of national security
and in public interest. Bilions of dollars, thousands of crores of rupees,
almost an astronomical amount, have been promised or are aiready
transferred to a father and a son who claim to be very close to a poiitical
party. Some of the political leaders, Major-Generals, Director-Generats,
Brigadiers, and many other officials in the top hierarchy of the Army are
invohved in the scam. Tt is one of the biggest, extracrdinary, scams since
independence. There should be a parlamentary probe into . Sir, you
should direct the Government for 8 probe; otherwise we are not going 10
relent. ... dnterruptions)...
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