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Around Bombay Markets 

Listless Divali Trading 
THE turn of the commercial year 

has been characterised by list
less trading, wi th a weak undertone 
imparted by disappointment over 
the Government's refusal so far to 
lower the excise duty on cloth. New 
India, Ahmedabad Electric and 
Shipping shares constituted the only 
bright patches on the practical con
firmation of their bonus and/or 
higher dividend expectations. Steels 
lacked enquiry, with Tata Steel 
sliding down over the week from 
Rs 163 to Rs 101, and Banks turn
ed lower after a long time on profit-
taking, brought on by yield con
siderations. The reason underlying 
this general listlessness is the con
siderable uncertainty about the 
future. The Finance Minister Is re
turning home with li t t le more than 
deferred credit from West Germany, 
which wi l l no doubt help our heavy 
industry plants but cannot increase 
our liquid foreign reserves; at best 
it can only ease the pressure on them 
by lengthening the period of loan 
repayments. Like tied loans under 
P L 480 from the U S. the display 
of enlightened self-interest by West 
Germany does not provide any cause 
for jubilation, particularly when 
foreign exchange reserves are touch
ing the statutory bottom. 

However, the cutting down of the 
Plan had been discounted by Dalal 
Street even before T T K left on his 
foreign tour and his explicit state
ments in recent weeks have, there
fore, not come as a surprise. What 
the operators now await wi th bated 
breath is the post tour performance  
of T T K An influential section ex
pects him to sober,, down in his at
titude towards the capital market, 
if not to seek charity at home after 
failing to secure it abroad. The 
fact that Shri Birla's reminiscences 
of his delegation's tour are much 
happier than T T K's wi l l , it is 
hoped, have a salutary influence on 
Government policy towards the pr i 
vate sector in the Second Plan. The 
generous pat on the back bestowed 
on the Finance Minister by Shri 
Bi r la in London might help soothe 
the tempers mutually ruffled by the 
Budget. But the formulation of 
policy changes may take nearly as 
long as the negotiation of external 
loans, and, in the meanwhile, the 
money market has begun to tighten 

in anticipation of exchange banks' 
borrowing, and the drain on exter
nal reserves appears to have been 
Intensified, at least temporarily. 
Bitten sharply in the recent past, 
Dalai Street, therefore, displayed 
l i t t le more than formal interest In 
moo rat trading on Divali . 

The U S Export-Import Bank has 
granted a loan of $18 mn to the 
National Rayon Corporation for the 
setting up of a rayon tyre card 
plant. This is the third loan re
ceived by an Indian firm from the 
Bank and brings up the total lent 
by it to India so far to $2.13 mn, 

External Drain Increases 
The trend towards relaxation of' 

the pressure on foreign exchange, 
reserves which had been noticeable 
since August seems to have been 
reversed. During the week ending 
October 18, the reserves declined by 
Rs 11.70 crores, of which Rs 9.94 
crores is accounted for by contrac
tion of Foreign Securities in the 
Issue Department. This steep de
cline following soon after the depre
ciation caused by raising of Bank 
Rate in London, may not al l be due 
to deficit on current payments. A 
significant proportion may be a t t r i 
butable to some repatriation of 
funds to take advantage of higher 
interest rates in London, together 
with, perhaps, a return of some spe
culative balances from rupees to 
sterling now that fears of the lat-
ter's devaluation have receded al
most completely. If the latter turns 
out to be of significant magnitude, 
the slowing down of the external 
drain noticed before the rise in Bank 
Rate may prove to have been at 
least part ly speculative, masking to 
some extent the actual deficit in 
current payments during those 
months. 

During the same week. Govern
ment deposits have gone down on 
the whole by Rs 1 crore while its 
borrowings from the Reserve Bank 
have gone up by Rs 14 crores. 
Bankers' deposits, on the other 
hand, have expanded by Rs 10 
crores to cancel out the previous 
week's decline, while loans to them 
have gone down further by Rs 4.5 
crores, of which Rs 2 crores are 
accounted by advances against 
usuance bills. Notes in circulation 

Thursday, Morning 

have contracted by Rs 10 crores. 
Scheduled bank credit has ex

panded further by Rs 5.5 crores to 
Rs 852.61 crores during the week 
ending October 11, despite almost 
no change at the State Bank. Net 
total deposit liabilities are higher 
by Rs 4 crores, after allowing for 
a decline of Rs 2 crores in time 
deposits, but actually this has been 
made possible only by an expan
sion of nearly Rs 5.5 crores in the 
State Bank's total deposits. Pres
sure on liquidity is indicated by 
the decline of Rs 10.66 crores in 
cash balances and of nearly Rs 2 
crores in can and short loans; of 
these, the State Bank accounts for 
Rs 7 crores and nil, respectively. 
While the bank's gilt-edged portfolio 
remains practically unaltered, there 
is a curious rise of Rs 12 crores in 
the State Bank's 'Other Assets ( in
cluding inter-ofiice adjustments)'. 
Another transfer of gilt-edged from 
the Reserve Bank to the State Bank 
is obviously in the process of com
pletion. Even then the State Bank's 
cash ratio stands at 11.4 per cent 
against 9.54 per cent for scheduled 
banks as a whole, while the res-
pective statutory liquidity ratios are 
about 51 per cent and 39 per cent, 
respectively. 

Cotton 

Erratic Movements 
PRICE movements at Kalbadevi 

during the last week have been 
almost entirely speculative, with 
mills shying away from specific 
delivery contracts on account of 
cloth accumulation, financial diffi
culties and excise uncertainty. Mills 
can hardly be expected to finalise 
their cotton purchase programme so 
long as the structure of excise 
duties on various categories of 
cloth continues to be so uncertain 
as it is. They would perhaps like 
to weave more medium cloth if the 
burden of excise on it were to be 
readjusted suitably. 

Earlier in the week, tension on 
the Turko-Syrian border led to bear 
covering, which was, intensified by 
reports of some revival of activity 
at Moolji Jetha market and rum
ours of lower excise duty on cloth. 
The end of the week, however, wi t 
nessed heavy unloading. 
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Oilseeds 

Seeds Decline 
T H E oilseeds market has been 

influenced during the week by-
fears of intervention on the part 
of the Forward Markets Commis
sion, particularly in Saurashtra 
markets where teji options have 
been applied in recent weeks with 
great enthusiasm. Reports of rains 
in castor growing tracts also had a 
depressing effect. As a result, 
Groundnut February which had 
moved up from Rs 356.87 to Rs 
159.00 came down to Rs 356.37 at 
the end of the week, while Castor 
May eased from Rs 354.25 to Rs 
152.25. 

Bullion 

Enthusiasm Lacking 

THE precious metals have shown 
divergent trends during the 

last few weeks. Silver has been 
persistently easy on account of 
heavy imports of Tibetan coins 
while gold has moved up on firm 
spot support which, however, has 
not come up to the preceding Dival i 
level. Over the week, gold gained 
nearly a rupee while silver barely 
managd to scrape up four annas, 
and that too towards the end. The 
yellow metal appears to have re
ceived some attention from those 
who had to turn away from the 
dull moorat session at Dalai Street, 

CONTROL OF C A P I T A L ISSUES 

During the quarter (Apri l -June, 
1957) 61 applications involving a 
sum of Rs. 31.32 crores have been 
consented to by the Controller of 
Capital Issues. As against this 83 
applications for an amount of Rs 
31.61 crores were agreed to in the 
preceding quarter (January-March, 
1957) and 58 applications aggregat
ing Rs 43.61 crores in the corres
ponding quarter (April-June, 1956). 

Number of refusals during the 
quarter under review comes to 67 
for an amount of Rs 17.95 crores 
comparing wi th 35 involving a sum 
of Rs 3.82 crores in the preceding 
quarter and 12 for Rs 11.99 crores 
In the corresponding quarters. Of the 
total amount agreed to, the Indus
t r i a l Group claimed 80.8 per cent 
followed by Non-industrial group 
(18.7 per cent) and Agriculture and 
Allied Activities (0.5 per cent). 
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