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Around Bombay Markets 

Secondary Correction Nearing End 

D DALAL S T R E E T is s t i l l unsettled. 
The reactionary trend has been in 

progress since about the beginning 
of June. There is no clear indica
t ion yet that the reactionary trend 
has spent a l l its force. Bu i one could 
expect the market to take a t u r n 
any l ime because it has already re
traced nearly half of the ground 
gained since the beginning of the 
year and it is also back again very 
close to its A p r i l bot tom. Vyapar 's 
equity share index which had risen 
f rom 127.19 on 7th January to 
150.83 on 7th June declined to a low 
of 140.29 on 20th July. The January 
low was the lowest po in t reached by 
the index after its 1960 h i g h of 
150.39. 

A p a r t f r o m the fact that the mar
ket as a whole has lost nearly 48 
per cent of the rise f r o m the Janu
ary low level, the nature of selling 
over the past week or so suggests 
that the market is not o n l y well-
l iquidated but it is now in an over
sold posi t ion. Equities have continu
ed to decline despite f a i r l y encoura
ging corporate news which is a 
common phenomenon in a secondary, 
correct ion. The encouraging corpo
rate news only underlines the basic 
upward t rend in equities. 

Besides technical considerations, 
sentiment on the stock exchange has 
been considerably influenced over 
I he past few weeks by reports of 
havoc caused by floods in some parts 
of the country, renewed anxiety 
about the Kashmir si tuation and 
above all by various rumours that 

the Government is considering mea
sures to enforce a str icter code of 
conduct on the stock exchange com
mun i ty . The sooner the uncertainty, 
about what the authorities intend to 
do w i t h the market, is ended the 
better. Rumours about possible offi
cial action encourage unhealthy 
speculation which the authorit ies 
wish to check. The stock market has 
not been much per turbed by the 
sharp increase in the B r i t i s h Bank 
Kate f rom 5 per cent to 7 per cent. 
Most observers are incl ined to regard 
it as a temporary expedient. Of 
course if the higher Bank Rate 
were to last for long it would cer
ta in ly raise the cost of fore ign as
sistance whether through loans or 
col laborat ion in private enterprises. 
Cotton 

P r e s t i g e I s s u e ? 
FOR long have the representatives 

of the cotton trade been pleach 
ing for a further expor t quota of 
cotton stapling 3 / 4 inch and below 
and Bengal Deshi, pa r t i cu la r ly the 
Deshi variety. The trade contends 
that even after a l lowing for a nor
ma l carryover there exists a subs
tantial exportable surplus, vary ing-
ly estimated between 50,000 bales 
and 75.000 bales. But the Govern
ment has sti l l to make up its m ind 
on the export quota. The export of 
Bengal Deshi seems to have become 
a prestige issue w i t h the Govern
ment. How else to exp la in the offi-
cial at t i tude? It is reasonable to 
t h ink that the trade has a better 
idea than the Government of I he 
demand and supply posi t ion of a 
commodi ty . That , at t ime, it may 
misguide the Government in order 
to gain selfish ends in another 
matter. But the East Ind ia Cotton 
Association, Bombay Cotton Mer
chants' and Muccadums' Association 
and the Cotton Buyers' Association 
would be r i sk ing their reputa t ion i f 
they placed cooked up figures be
fore the Government to support 
their demand for a further export 
quota. A n d even if the trade's esti
mates about the supply posi t ion 
proved to be on the h i g h side the 
Government wou ld not be runn ing 
any serious risk in a l lowing the fur
ther export of Bengal Deshi because 
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the out look for the new crop ap
pears to be quite p romis ing and 
Bengal Deshi forms only about 2 
per cent of the total m i l l consump
t ion of indigenous cotton. I t would 
be real ly unfortunate i f merely 
prestige considerations were allowed 
to stand in the way of pe rmi t t i ng 
fur ther export of Deshi because of 
the pressing need to maximise 
country's foreign exchange earnings. 

Good Car ryover 
The current cotton season, which 

has only a month more to go, is 
l i ke ly to end w i t h a carryover of 
about 22 l akh bales of 400 lbs each 
against 13.93 l a k h bales at the end 
of last season. The carryover of 
Ind ian cotton is placed around 18 
lakh bales as against 9.80 l akh 
bales. The carryover migh t be s t i l l 
larger if the latest estimates about 
the 1960-61 crop at 53.75 lakh bales 
come1 true and the Government does 
not permit any fur ther export of 
cotton. Weather reports f r o m almost 
a l l the producing areas have been 
qui te encouraging so far . Reports 
f rom the Punjab indicate that if the 
weather continues to oblige the new 
crop w i l l be much better than in 
1960-61. The outlook for Bengal 
Deshi is thought to be par t icular ly 
encouraging because of the 10 per 
cent increase in acreage under Deshi. 
Notwiths tanding satisfactory weather 
reports, it is very premature to talk 
about the prospects for the 1961-62 
crop. One has to wai t u n t i l about 
the end of October to have a fa i r ly 
reliable idea of the crop. 

Consumption 

M i l l consumption o f indigenous 
cotton in M a y amounted to 3.61 
lakh bales as against 3.63 lakh bales 
in A p r i l and 3.69 lakh bales in 
March . The May figure brings the 
total for the first 9 months of the 
current season to 30.78 lakh bales 
against 33,96 lakh bales in the cor
responding period last season. The 
May figure for foreign cotton is 
placed at 0.83 lakh bales compared 
to 0.82 lakh bales in each of the 
preceding two months. Consumption 
of foreign cotton in the September-
M a y per iod totals 8.66 lakh bales as 
against 4.27 lakh bales in the cor-
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January between Rs 93.75 and Rs 92 
(per 250 k i l o s ) . Wednesday closing 
rates are Rs 38.31 for linseed and 
Rs 92.75 for cottonseed. 

W i t h the export out look for cas
tor o i l fa r f r o m encouraging, pros
pects of any marked and sustained 
recovery in castor are generally dis
counted. How far castorseed prices 
m i g h t decline is difficult to say be
cause that does not depend merely 
on export prospects but also on the 

pr ice t rend in other oilseeds. The 
t rend in groundnut is l ike ly to be 
moulded m a i n l y by the weather. 
Though groundnut prices are stand-
ing at a very h igh level, (lie decline 
in prices is l ikely to be gradual even 
if the weather continues to be ideal 
throughout the season because of the 
huge p remium that the spot mate
r i a l commands over the new crop 
hedge contract. Good qual i ty ground
nut ready are quoted around Rs 275 
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responding per iod last season. Stocks 
of I n d i a n cotton held by m i l l s a t 
the end of M a y amounted to 15,23 
l a k h bales compared to 10.41 l akh 
bales at the end of M a y 1960. These 
stocks represent 5-1/2 to 6 months ' 
consumption by mi l l s . The stocks 
are said to have recorded a fur ther 
b i g rise because of the compulsory 
purchases by the mi l l s in June in 
order to help t ide over the crisis 
of accumulat ion of stocks w i t h the 
cooperative societies in Gujarat . 

Large stocks wi th mills , a substan
t i a l ly bigger carryover at the end of 
the season and satisfactory weather 
reports f rom near ly a l l the produ
cing areas have impar ted an easier 
tendency in the market . Spot prices 
have suffered a noticeable setback 
over the past few weeks due to re
duced spinner i n q u i r y . The new crop 
hedge cont rac t—March delivery--— 
which started at Rs. 604 on 14th 
July touched a low of Rs 588.25 on 
25th July . I t ra l l ied to Rs, 592.75 
the next day on short covering in
duced by the smart ra l ly in the 
nearby August contract f rom 
Rs 570.50 to Rs 580.75. B u y i n g in 
the m a t u r i n g contract was caused 
pa r t ly by "nature of the tendering 
differentials and par t ly by hopes of 
export quotas for Bengal Deshi and 
cotton s tapl ing 3 /4 inch . In view of 
the comfor table supply posi t ion, 
few observers are inc l ined to expect 
any b ig rise in prices unless the 
weather turns unfavourable . 

Oilseeds 
Castor Decline 

WHILE linseed and cottonseed 
have continued to hold fa i r ly 

steady, g roundnu t and castorseed 
have been showing an easier tenden
cy fo r some weeks. The weakness 
has been more pronounced in castor 
wh ich is not the least su rpr i s ing be
cause of the d isappoin t ing pe r fo rm
ance on the export f ron t . Easier 
tendency in groundnuts is a t t r ibut
able to the satisfactory weather re
ports f r o m almost all the p roduc ing 
areas. Since July 7 when t r ad ing 
started in the new crop contracts 
castor M a r c h 1962 have declined 
f r o m Rs 178.87 to 170 and ground
nut January f r o m Rs 225 (per 250 
k i los) to Rs 219. The latest quota
tions on J u l y 26 are a l i t t l e better 
around Rs 170.62 and Rs 221.75 
respectively. D u r i n g the same per iod 
linseed M a r c h have f luctuated i r 
regular ly between Rs 38.37 (per 50 
k i los ) and Rs 37.56 and cottonseed 



July 29, 1961 T H E E C O N O M I C W E E K L Y 

whereas the January contract is 
quoted around Rs 220 per 250 kilos. 
The current season wi l l end w i t h a 
very meagre carryover. Prel iminary 
forecasts indicate that the new crop 
w i l l he better than 1960 harvest but 
it is too early to talk about the crop 
because of the unpredictable wea
ther. 

Expor t business is now v i r tua l ly 
confined to ground nut extractions 
which are faring reasonably w e l l . 
Business in groundnut oil and l i n 
seed o i l had been at a standstill since 
long ; now even castor o i l seems to 
have become unsaleable. Being well-
supplied by braz i l , the U S had 
been keeping o i l the Indian market 
for castor oil since long. Even the 
U K buyers have been showing very 
poor interest of late. The latest quo
tations of £ 129 for BSS and .£ 120 
for Commercial are said to he pure
ly nominal . Buyers are hard to find 
£ 2 lower. In groundnut extractions. 
fairly good business is reported to 
have been put through wi th the 
U K, Continent and Communist 

countries over the past few weeks 
and sustained overseas demand has 
brought about a substantial improve
ment in oilcake prices, both here 
and abroad. The U K quotation lias 
improved by about £ 2 per ton since  

the beginning of July, f rom £ 30 to 
£ 32. 

L i n k Deals 
The export outlook for oilcakes, 

par t icu lar ly groundnut extractions, 
is considered to he satisfactory. But 
prospects for selling oils appear 
very discouraging. Export incentives 
in the form they have been given 
up to now will) not work because 
r ival expor t ing countries are market
ing their produce in wor ld markets 
irrespective of their domestic prices, 
whether it is through official market-
ibg boards or through differential 
rates of exchange. Barter deals 
might help because that w i l l make 
it possible to make good the loss on 
exports f rom profits on impor ts . But 
instead of encouraging Ind ian ex
porters to mainta in and develop 
contacts w i th the overseas buyers of 

oi ls and oilcakes, the Government. 
has been encouraging foreigners 
through all sorts of l ink deals. The 
State T rad ing Corporation has en
tered into agreements wi th foreign 
firms "m several countries Switzer
land. Sweden. Italy. Jordan Austr ia , 
Belgium Fin land . West Germany 
and France for the supply of a 
specific range of their goods against 
the off-take of certain commodities 
front India, including oilcakes and 
and oils. Groundnut o i l has not 
figured in any of these link deals. 
Bank faci l i t ies are also said to have 
been provided for the foreign firms. 
Indian shippers are very cri t ical of 
the Government policy of g iv ing 
preferential treatment to foreign 
firms. This policy, if pursued for 
long, is bound to do considerable 
harm to the cause of Ind ian export 
trade. 

Shipments of oils and oilcakes 
f rom Bombay dur ing the first half of 
the year w i t h corresponding figures 
for 1960 in brackets show that ex
por t performance this year com-
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pares very unfavourably with that 
in the previous year. The shipment 
figures are: castor oil 14,891 tons 
(27,668 tons). linseed oil groundnut 
154 (1,931). groundnut expellers 
10,234 (14,691), groundnut extrac
tions 58,010 (61,374), nigercake n i l 
(3,363), cottonseed cake 14,9.35 
(928), mowra cake 430 (79) , 
groundnut seed 10,001 (12,276) 
and sesame 7 tons (472 tons). 

Bullion 

Plea for Freer Trade 

B U L L I O N futures have been 
fluctuating irregularly in a nar

row range since the beginning of 
July. After easing from Rs 120.10 
to Rs 119.20 gold Bhadrapad is up 
again around Rs 119.80 (per 10 
grams). Silver Bhadrapad which had 
eased from Rs 202.85 to Rs 200.30 
has recovered to around Rs 201.20. 
The volume of business continues 
to be on the low side and activity 
is still predominantly professional. 
Neither bulls nor bears are inclined 

to be aggressive for the present. The 
nature of the new 3-monthly con
tract has made bulls cautious and 
bears are being discouraged by the 
continued imbalance between de
mand and supply. Indeed, the bul
lion futures market is always work
ing under very peculiar conditions, 
the volume of floating stocks being 
much too small in relation to de
mand, both physical and speculative. 

In his presidential speech at the 
annual meeting of the Bombay Bul
lion Association Shri Chandulal 
Kasturchand urged the Government 
to sell Mysore gold in the free mar
ket and remove the ban on the im
port of gold and silver in order to 
satisfy the ever growing demand of 
the people for precious metals. It is 
natural for the president of a bullion 
association to plead for measures 
which wi l l augment floating supplies 
because on that depends the pros-
perity of the trade. But the country 
can ill-afford to allow the import 
of bullion because of the difficult 

foreign exchange position. There is 
also little sense in feeding the mar
ket with gold and silver when the 
need is to discourage savings being 
locked up in precious metals. The 
other point made by Shri Chandulal 
Kasturchand related to the diversion 
of business from Bombay to up-
country centres because of the 
various restrictions that have long 
since been placed on futures trading 
in. Bombay. Futures trading in gold 
and silver in Bombay had been 
regulated by the Slate Government 
even before the Forward Markets 
Commission took control over the 
market. Neither the introduction of 
the 3-monthly contract nor the re
laxation of the margin rules can 
check the diversion of speculative 
business to upcountry centres so 
long as business there continues to 
be free of official control. If forward 
trading in bullion has to go on it 
would be better if some of the 
other important markets in the coun
try were also brought under the 
Commission's control. , 
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