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financial authorities can, if need 
be, bolster up the market through 
expansion of currency and for cre
d i t as demanded by economic cir
cumstances. They can either in 
crease the volume of notes in cir
culation or influence the market 
through direct open market opera
tions. 

Even financial purists, who are 
never tired of criticising the Gov
ernment's policy, of a moderate 
capital budget programme, admit 
that the monetary authorities have 
not artificially nursed the money 
market in the past two years. There 
has been SOUK: legitimate criticism 
of occasional currency expansion 
against.issues of ad hocs. Those 
who do not suffer from orthodoxy, 
w i l l , however, welcome expansion 
of currency, if and when needed, 
through open market operations on 
the gilt-edged market instead of 
clandestine expansion of currency 
against rupee securities, which 
must necessarily have a less direct 
effect on the money market and 
on money rates. 

Whi le the money market position 
remains intr iguing, gold has deve
loped a distinctly downward trend, 
though silver remains relatively 
steady. Weakness in gold is all 
the more surprising, in view of 
developments in Tibet , though i t 
is arguable that the dealers in 
bul l ion are showing a better sense 
of perspective than many political 
commentators and foreign office 
diplomats, 

Up-country arrivals and local 
stocks continue to be heavy. Simul
taneously, the speculative or hoard
ing demand for gold has tended 
to subside. There arc two pos
sible explanations for the decreas
ing demand for gold. I t may be 
that bull ion dealers are not unduly 
perturbed over the prevailing inter
national situation and that they do 
not believe that a th i rd wor ld war 
is imminent. Those who had accu
mulated gold since the beginning 
of the war in Korea may be l iqui 
dating stocks now. 

Presumably, the dealers who 
bulled up gold in anticipation of 
a higher dollar price for gold have 
come to the conclusion that depre
ciat ion of the dollar in terms of 
gold is not likely. W i t h the cessa-
tion of activities of the world's 
exchange gamblers for a higher 

pound sterling and | or a lower dol
lar, bullion dealers seem pre-occu-
pied wi th taking profits while pro
fits are still visible. It is possible 
that this week's decline in gold 

reffects continued liquidation by 
those who accumulated stocks in 
anticipation that the Korean War 
may spread or of devaluation of 
the dollar. 

The New Purchase Scheme Under Way 

FO L L O W I N G the first meeting 
of the Central Cotton Advisory 

Board, appointed by the Govern
ment of Ind ia to supervise the new 
scheme for the purchase of cotton, 
quotas are to be allotted to the 
mills in the next two or three days 
and permission w i l l also be given 
for trading in the new crop con
tracts so that dealers may com
mence business in Diva l i . The 
question of forward trading does 
not arise at ail as the stipulations 
of the control order and conditions 
of supply arc hardly conducive to 
hedge trading. Thus business w i l l 
be mainly confined to spot and 
delivery contracts. As the control 
machinery has been tightened up, 
it is likely that in case of infringe
ment of the Order, licences of the 
dealers concerned wi l l be suspended 
and cotton w i l l be requisitioned at 
the ceiling rates. Even the mills 
may be asked to pay heavy penal
ties as a disciplinary measure if 
they are a party to such infringe
ment. 

The Textile Commissioner w i l l 
use the powers conferred on h im 
by the Order in any area or zone 
in which prices of cotton tended to 
rise above the ceilings. The A d v i 
sory Board has suggested that wi th 
a view to curb the tendency of 
cotton prices to rise, he should 
appoint his own nominees for the 
purchase of cotton on behalf of the 
mills to which cotton of that area 
has been allocated. Regional Com
mittees at each of the principal 
cotton marketing centre of the areas 
concerned, are to be set up in 
Madhya Bharat, Madhya Pradesh, 
Hyderabad, Saurashtra and Madras. 
M r . Neville N . Wadia and M r . 
R. C. Saraiya are to act as Chair
man and Vice-Chairman respect
ively for the year 1950-51. 

Efforts have thus been made by 
the Central Government in co-ope
rat ion w i th the trade and industry 
to make the control successful this 
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year. But it is difficult to pass a 
judgment at this stage on the pos
sibilities of its success or otherwise. 
Doubts still exist about cent per 
cent success in the face of highly 
inflated foreign prices and dis
couraging import outlook despite 
the domestic supply position this 
season which wi l l be definitely bet
ter. It may be noted incidentally 
that cotton waste is fetching higher 
prices in a few cases than controlled 
raw cotton. Inspired reports from 
New Delhi that production this 
season is estimated at 35.81 lakh 
bales compared to the final estimate 
of 28.85 lakh bales during 1949-50 
appear to be taking an over-opti
mistic view of the supply situation. 
In view of the dry weather condi
tions for some time past and ab
sence of rain, the output is not 
likely to exceed 32 lakh bales in 
1950-51- it may be even slightly 
less. The first al l -India estimate 
puts the cotton acreage at 7,117,000 
acres as against 6,446,000 acres last 
year, representing an increase of 
10.4 per cent. 

The Government of India have 
decided, it was announced on Octo
ber 26, to continue to license freely 
the import of cotton from soft cur
rency countries, excluding Egyptian 
middling, Ashmouni and zagora, 
while import of all types of Amer i 
can cotton of staple length 11/8" 
and above is to be allowed freely. 
The price of the imported cotton 
w i l l be taken into account in f ixing 
the price of cloth of the appro
priate groups. 

The announcement has perplex
ed the trade and it is being asked 
whether it means a departure f rom 
the policy hitherto in operation. So 
far, licenses have been granted to 
importers only on the specific con
dit ion of prior sales to mil ls ; whe
ther dealers w i l l now be able to 
import cotton on their own account 
according to the new announce
ment, has not been clarified. Re-
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presentations have been made to 
the Commerce Minis try to clear up 
this question, but so far no light has 
been thrown on i t . The Deputy 
Chief Controller of Imports has 
come back from New Delhi and it 
is still a matter for conjecture when 
the issue w i l l be clarified. 

Imports from Egypt this year wi l l 
be very much smaller than last year 
on account of the stupendous rise 
in prices which for Karnak variety 
at the moment range between 
Rs, 3,000 to Rs 3,100. Prices of 
superfine cloth have been raised 
from yesterday, taking into account 
the increase in Egyptian cotton 
prices. The average increase in 
superfine varieties w i l l be about 16 
per cent. Details, however, are, yet 
to be worked out by the Textile 
Commissioner according to the va
riety of cloth. T h e r e w i l l be no 
change in the prices of fine, me
dium or coarse cloth t i l l the end of 
December. As regards imports of 
East African cotton, importers have 
been advised by Government not to 
bid at the forthcoming auctions so 
that the price rise may not be ac
celerated as the price to be paid 
according to the bulk purchase 
agreement which have been ar
ranged by India in co-operation 
with Britain, depends on the prices 
realised at the auctions. 

It is now gathered that the ex
clusion of India by US from the 
allocation of cotton exports was due 
to the negligence on the part of 
our Ambassador at Washington who 
did not inform the US government 
in time about our requirements. 
This created an awkward situation 
but no official announcement re
garding India's share has been 
forthcoming so far. But traders 
have been advised by their agents 
in the US that India w i l l be allot
ted interim export quotas of about 
75,000 bales for business put through 
before October 10. The position 
for additional supplies w i l l be re
viewed after March 1951. In the 
meanwhile rumours are current that 
the Government of India is serious
ly considering allocation of one lakh 
bales of Bengal variety, for exports 
to US in exchange for larger im
ports of US cotton which is still 
considered relatively cheaper. The 
export policy w i l l be announced by 
the end of December. 

Cotton prices in Karachi reached 
the unprecedented level of Rs. 140 

per maund some days ago. This 
sharp rise completely upset all trad
ing and brought about the closure 
of the Karachi market un t i l further 
notice from October '14 onwards. 
This drastic step had to be taken, 
it was reported, because most of the 
local traders had entered into ex
port commitments at the rate of 
about Rs, 75 per maund. 

Despite this crisis, official circles 
in Pakistan believe that businessmen 
wi l l be able to fulfil al l their com
mitments for export of cotton. For, 
in spite of the havoc caused by 
Punjab (P) floods, the net output 
of the Punjab is estimated at about 
7 lakh bales and for Sind at about 
5 lakh bales. Thus the total out
put of Pakistan for the current sea
son is placed at 12 lakh bales. The 
quantity of cotton for which Paki
stan exporters have entered into 
commitments so far is placed around 
6 lakh bales only. 

Moreover, it is also reported that 
most of the businessmen who made 
export commitments had already 
made themselves sure of the sources 
of their supply and hence are in a 
position to get the quantity of cot
ton they need without paying the 
ruling high prices. In order to re
tain the confidence of foreign im
porters in trading wi th Pakistan, the 
Government of Pakistan w i l l try to 
ensure that the commitments by 
local cotton traders are fulfilled. To 
restore normalcy, the Government 
is reported to be doing its best to 
restore confidence and is prepared 
to give all possible help to the 
trade. 

There was duty of Rs. 60 per 
bale for all cotton except short 
staple for which it is Rs. 40 per 
bale. Under the Tar i f f Act 1934, 
the Government had power to fix' 
the duty at any figure not exceed
ing Rs. 75 per bale. In view of the 
recent sharp rise in cotton price, the 
Government by an enabling Ord i 
nance on October 23 assumed pow
ers to fix the duty at a figure not 
exceeding Rs. 250 per bale. Acting 
under this authority, the Govern
ment of Pakistan have trebled the 
duty and fixed it at Rs. 180 per 
bale for all cotton. 

The deadlock, however, remains 
unsolved despite Government's deci
sion to enhance the export duty 
from Rs. 60 to Rs. 180 per bale and 
to do its best to ensure fulfilment 
of contracts. The majority of sell-

e n , is refusing deliveries to shippers 
against outstanding contracts and 
the main anxiety is on account of 
the reluctance of sellers to honour 
their contracts due to the sharp rise 
in prices. The market is unlikely 
to re-open in the near future. In 
the meanwhile, N. T. Roller has 
come down to Rs. 110 as against 
the peak price of Rs. 130. The 
decline in prices is attributed to the 
increase in export du ty , ' 

US cotton prices firmed up again 
but reacted partially to 40.20 for 
March as against the fortnight's 
high at 40.95. Mi l l s , however, con
tinue as buyers in order to assure 
raw cotton supplies against the 
future requirements, as the feeling 
is growing that supplies w i l l be tight 
by next spring. Indications are that 
there is very little of C.C.G. Cotton 
left to be hedged. Spot middling 
is quoted at 41.00 cents: while in 
terms of rupees, business in strict 
California middling was done local
ly at Rs. 1,975 for November-De
cember shipment. Mexico has plac
ed export control on raw cotton in 
order to assure sufficient supplies 
for Mexican mills. 

Three Flights a Week for 
B O A C 

THE British Overseas Airways 
Corporat ion. has been given 

permission to increase its frequency 
on the Uni ted Kingdom-India-Far 
East route from two to three flights 
a week. The additional service 
w i l l , however, unlike the existing 
Far Eastern services, be routed 
through Delhi and omit the usual 
call at Calcutta. 

The new service, which w i l l 
begin operating on November 5; 
w i l l be flown w i t h forty seater 
pressurised Argonaut airliners wi th -
out a night stop and, in common 
wi th the other two services, w i l l 
provide the fastest links both w i t h 
Hong Kong and London. The  
overall journey time from Delhi 
to Hong Kong w i l l be only 16 
hours, while London w i l l be brought 
wi th in a day's flight from Delhi . 

The new service w i l l leave Delhi 
for London on Fridays and east
wards on Mondays. Hong Kong 
w i l l l . be the eastern terminus for, 
the time being; later the service 
may be extended to Tokyo. The 
route flown w i l l be London, Rome, 
Cairo, Bahrein, Karachi , Delhi , 
Rangoon, Bangkok and Hong K o n g , 

1078 


