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by " reflationary" implications of 
deficit financing to keep up the 
tempo of the Plan. W i d e Swings 

Thursday. Morning Commodities 

T R A D I N G no the Stock Ex
change last week was notable 

for wide and erratic swings in 
prices. It was not that the market 
expected anything big in the Cen
tral Budget. Nor did the Budget 
contain any surprises. D a l a i 
Street's trading pattern was inf lu
enced chiefly by technical conside
rations, although anticipations and 
the actual announcement of 
changes in excise duties did play 
their part. 

The sharp break in Cotton M i l l 
shares and National Rayon on Feb
ruary 25, and 26 was attributable 
to informed selling on ideas of a 
rise in excise duties on cotton tex
tiles and rayon fabrics. Prices 
rall ied in the special Budget session 
because ' 'shorts" covered when 
the news became public. Al though 
quite modest, the rise in excise 
duties on cloth evoked considerable 
protest from the industry which 
complained about increasing con
sumer resistance Dalai Street 
voiced industry's fears by marking 
down prices on Monday. End-ac
count considerations and fear of 
heavy carry-forward charges due to 
the closure of transfer books of cer
tain companies produced a sizable 
shake-out. But prices rallied again 
on the fol lowing day due to hul l 
manipulation and short covering. 

It is only natural that industry 
should resent any measure which 
is likely to affect adversely the de
mand for its goods. Dalai Street, 
however, appears to think that the 
rise of six pies in excise duty on 
superfine cloth and of three pies in 
other varieties is not likely to 
affect demand for cloth. Produ
cers of superfine cloth w i l l be com
pensated by cheaper cotton due to 
the abolition of import duty on raw 
cotton. The nex excise, duty of one 
and a half annas wi th a cess of 
three pies per yard on rayon fabrics 
has generally been described as in 
equitable because of the varying 
prices of rayon cloth. From the 
market angle the other important 
change was an imposition of excise 
duty of Rs 5, per ton on cement. 
It depressed cement shares for a 
while, but recovery was brisk, be
cause wi th prices controlled changes 
in excise duty wi l l not affect com
panies' earnings, 

Dalal Street's trading pattern is 

rather indecisive. It is difficult to 
say whether wide and erratic fluc
tuations indicate the process of 
" distribution " or " consolidation " 
for a further rise. Technical analysts 
think that the last week's sharp 
break in many important specula
tive issues suggests that the major 
bull phase is nearing end, if it has 
not already ended. Odds are in 
favour of an important secondary 
correction. This is not to suggest 
that all the shares must decline to
gether. It is quite possible that the 
market may pause for a secondary 
correction while some issues estab
lish new high levels under strong 
bul l manipulation. In any case it 
is difficult to predict the amplitude 
and duration of secondary reactions. 
Temptation to sell short should 
generally be avoided in a bul l mar
ket. Dalai Street seems impressed 

Oilseeds Trade 
Disappointed 

Friday, Morn ing 

THE oilseeds trade is disap
pointed w i t h Mr Deshmukh's. 

budget. Expectations of relief in 
export duties, particularly on castor 
oi l , have been belled. Export busi
ness in oils and seeds has been vir
tually at a standstill for a long t ime 
because of cheaper prices abroad. 
The Government is aware of the 

value of export trade in oilseeds. 
But it is no mood to push exports 
because of its anxiety to maintain 
prices of edible oils at a low level. 
The Commerce and Industry Minis
ter has often warned the trade that 
the Government wi l l not allow export 
of groundnut oil unti l oil prices fall 
to a certain " reasonable " level 
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Expectation of a relief in castor 
o i l export duty had not been un
justified. India has a surplus of 
castor oil . This year's crop is good. 
Whi le foreign demand has been fall
ing, competition has been increasing. 
W i t h export impossible the duty 
brings no revenue to the Govern
ment. It is generally believed that 
the Agriculture and Commerce 
Ministries favour reduction in castor 
oil duty. Absence of any relief in 
the Budget touched off heavy sell
ing in castor futures which slumped 
to the lowest level for nearly a 
decade. The May contract which 
was quo fed at Rs 113-4 on Febru
ary 24 was done down to Rs 101-8 
on March 1 and rallied Later to 
around Rs 105-10 per candy Later 
rally was due essentially to short 
covering. Sentiment was also influ 
enced by the announcement of an 
oil export quota of 6,000 tons for 
the quarter ending Apri l . This has 
revived hopes about duty relict when 
a new quota announced. 

Groundnuts were generally depress
ed by persistent up-country selling 
to " hedge " rising stocks of new 
crop. Lower levels, however, pro 
duced considerable short covering. 
Fluctuations were rather erratic and 
on balance closing prices on Thurs
day showed only minor variations 
from the previous week's levels. 
April-May delivery was marked down 
from Rs 32-10 to Rs 31-12 but 
rallied later to around Rs 33-2 per 
ewt. O i l was subdued by comfort 
able supply position due to large 
arrivals from up- country markets. 

Linseeds followed the trend in 
groundnuts. After early easiness 
prices recovered near the week-end. 
Linseed oil was dull and depressed 
by poor consumer inquiry. Kardi-
seeds suffered a sizable decline due 
to heavy up-country selling. The 
quotation for April May delivery was 
marked down from Rs 18-12 to 
Rs 17-12 per cwt. Mills were reluc 
taut buyers due to increasing new 
crop arrivals. Nigerseeds rallied after 
a mid-week set-back and recorded a 
minor improvement on modest 
export buying against previous com
mitments. April-May delivery eased 
from Rs 2612 to Rs 25-8 but 
steadied again to Rs 26-12 per cwt. 

* * * 

Cotton Futures Erratic 

C O T T O N futures fluctuated 
erratically and showed a small 

improvement from the previous 
week's level. After an early rise 
from Rs 673-8 to Rs 684-8 I C C May 
declined to Rs 670-8 on consider
able speculative selling, but rallied 
again to Rs 684 and ended at 

Rs 682-8 on Thursday. Early rise 
was attributable to " short " cover
ing induced chiefly by the previous 
steep fall. Prices reacted quickly, to 
the increase in excise dudes on cioth 
and abolition of import duty on 
raw cotton. 

It was argued that although Indian 
cottons were considerably cheaper 
than foreign growths, the effect of 
abolition of two annas per pound 
import duty would be more freian 
merely psychological. Moreover the 
increase in excise duties on coarse 
and medium cloth would effect 
demand for Indian cottons. Lower 
levels, however, attracted renewed 
bull support and call fixing by the 
mills who had been holding oft the 
market, With spot market continu
ing rather subdued, futures are likely 
to be " trading market " for some 
time . Although prices of foreign 
cottons fell by about the full 
amount of import duly, business was 
limited. Sellers were scarce. 

Artificial and staple fibre varn 
prices suffered a sharp decline after 
the announcement of excise duty on 
rayon fabrics. The quotation for 
150 D Japan March delivery was 
marked down from Rs 700 to 
Rs 750 and ended at Rs 761 per 
case of 200 pounds. Staple fibre 
(40x2) March delivery declined 
from Rs 695 to Rs 648 and rallied 
to Rs 659 per bale of .400 pounds. 
The art silk mills have strongly pro-
tested against the excise duty "which 
rs bound to affect producers of 
cheaper cloth. 

Bullion Firm 

B U L L I O N prices fluctuated 
erratically due to alternate 

spells of bull selling and replace
ment buying, wi th gold holding 
steady to firm. The volume of busi
ness was moderate and activity was 
predominantly professional. Alter 
rising from Rs 80-13 to Rs 88-3 
gold forward eased to Rs 87-5 but 
rallied quickly to Rs 88-9 and 
ended at Rs 86-1½ a week ago. The 
firmness in gold was attributable to 
reports of seizure of large quantity 
of smuggled gold in Karwar and 
paucity of stocks which raised the 
premium on spot gold to around 
ten annas per tola. Spot dealer 
have been upset by the decline in 
arrivals of smuggled gold. Recent 
developments in Goa and anxiety 
about lndo-Pakistani relations have 
stengthened bull grip, 

Silver was comparatively subdued 
by persistent bull selling due to lack 
of adequate follow-up support at 
higher levels. Technical considera
tions induced caution, the rise in 
recent weeks having been fairly 
steep. But the bears were in no 
mood to be aggressive. After rising 
from Rs 162-15 to Rs 165-1 silver 
forward reacted to Rs 163-8 but 
recovered to Rs 164-10. Later it 
reacted quickly to end at Rs 163-7. 
Although spot demand was by no 
means encouraging, arrivals were 
generally poor. The trading pat
term of bullion is indecisive, but the 
bull grip appears tight. 
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