
T H E E C O N O M I C W E E K L Y June 6, 1964 

Around Bombay Markets 

IT is about the same story every 
week. Ac t iv i ty on the stock 

market has been completely paralysed. 
The feeling of despondency is increas
ing wi th time. Prolonged inactivity and 
the sagging tendency in equity prices 
have further undermined the market's 
morale. And if conditions deteriorate 
further the authorities might find it 
extremely difficult to revitalise the in
vestment market The crisis of confi
dence seems to have already assumed 
serious proportions. Much more is at 
stake than the fortunes of a few specu
lators and of the stock exchange com
munity. The stock market may have 
lost a great deal of its importance in 
recent years but the state of its health 
cannot be dismissed as of no conse
quence to the country's economy. In 
dividual savings cannot be attracted 
to the investment market if the stock 
market continues to remain in bad 
shape. 

That a first rate issue like Hindu
stan Polymers should be quoted a: a 
discount (unofficially, of course) un
derlines the difficult conditions obtain
ing in the capital market. The cor
porate sector cannot hope to depend 
indefinitely on underwriters' support 
or institutional resources. The grow
ing unpopularity of equities as a me
dium of investment is a very disturb
ing development and its implications 
cannot be easily ignored by the autho
rities. The success of the Uni t Trust 
is closely linked wi th the outlook for 
equities. The Government wi l l do well 
to ponder and it is not perhaps stil l 
too late to mend the situation. Instead 
of making haphazard purchases, the 
Life Insurance Corporation and the 
Unit Trust should chalk out a planned 
programme of supporting the market 
whenever it falls below a certain level; 
what that level should be is for them 
to decide. Bank advances against 
shares should be liberalised. Margin 
for 'bulk* commitments should be re
moved and there is also something to 
be said for abolishing the dividend tax 
and capital gains tax on bonus issues. 

Cotton 

Spot Prices Move up 
A N X I E T Y over the supply of US 

cotton under P L 480 has been 
tejfeved to some extent Out of the 

3.67 lakh bales of upland cotton that 
the U S has agreed to supply under 
P L 480, purchase authorisation has 
been issued for 1.90 lakh bales. The 
shipment period for this cotton is bet
ween May 25 and July 31. Allocation 
is also reported to have been made 
against the manganese/cotton barter 
deal. Cotton which is to be obtained 
from the U S under Indo-Indonesia-
U S tripartite agreement has also been 
allocated. India has offered a credit 
of Rs 50 mil l ion to Sudan for the 
purchase of Indian goods and in turn 
she has offered to buy additional 
quantities of Sudan cotton. A l l this 
news has failed to produce any signi
ficant impact on the spot cotton mar
ket. Prices have, in fact, hardened 
further on sustained mi l l inquiry which 
has been steadily expanding since the 
past few weeks. Several popular varie
ties have now risen very close to the 
basic ceilings. Mil ls are beginning to 
feel rather uneasy because of the pos
sible shortage of cotton as a result 
of the rising trend in consumption, 
unless, of course, there is a very sub
stantial increase in production in the 
coming season. Cotton consumption is 
rising partly due to more effective 
utilisation of the existing capacity and 
partly because of increased spindleage. 
And if the additional capacity in res
pect of spindles and looms which has 
already been permitted were to be 
installed and effectively utilised, it 
could easily cause a scramble for cot
ton. The 1964-65 crop wi l l have to be 
around 65 lakh bales if the industry's 
requirements are to be met without 
causing a big spurt in cotton prices. 
It would be too much to expect the 
gap between prospective demand and 
supply to be made good through im
ports. 

The renewed marked strength in the 
spot market reflects mills ' anxiety 
about the distant outlook for cotton. 

Even wi th a normal crop, the supply 
position is likely to remain difficult. 
And since production continues to 
depend almost entirely on the unpre
dictable weather one can never be too 
sure how the new crop w i l l turn out 
Reports from the Punjab indicate lar
ger sowings but reports from the A h -
mednagar side have been far from en
couraging because of inadequate sup
ply of water. 

Notwithstanding the g r o w i n g 
strength in the spot material, the 
futures market has continued to pre
sent a rather dull appearance. Fluctu
ations last week were extremely nar
row. The August contract moved bet
ween Rs 723 and Rs 727—the smallest 
range for any week this season. This 
has perhaps something to do wi th 
option business. Compared to the spot 
market, cotton futures have been dis
tinctly subdued for some time. But it 
might not be long before the futures 
market also develops a firm tendency. 

A few words about the May contract 
which came to an end last week seem 
necessary. Starting on December 24 
at Rs 725, this contract gradually rose 
to a high of Rs 770.25 on February 
13. Thereafter it moved down to a low 
of Rs 715.25 on May 12 and it went 
off the Board on May 25 at Rs 735. 
The contract attracted 1,650 bales in 
tenders comprising 750 bales of 216F, 
800 bales of Laxmi A and 100 bales 
of Cambodia C. 

Arrivals of foreign cotton into India 
since the start of the season upto 
May 9—a li t t le over 8 months—totall
ed 4.80 lakh bales as against 6.03 lakh 
bales in the corresponding period of 
the previous season. The break-up 
figures are 135,662 bales (92,524 bales) 
of Egyptian cotton, 79,446 (118,873) 
Sudan, 22,989 (49,466) East African, 
233.734 (278,112) American and 8,163 
bales (63,979 bales) from other sources. 

Oilseeds 

Firm Tendency 
IT has been yet another du l l week 

for the oilseeds trade, especially 
for those who live on speculation. 
Trading in futures last week was 
characterised by extremely 
fluctuations. Groundnut July hovered 
around Rs 240.25, linseed June moved 
between Rs 42.75 and Rs 42.87, cas-
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tor June between Rs 172.75 and Rs 
174.50. groundnut expellers July bet
ween Rs 448 and Rs 452 and cotton
seed were neglected around Rs 105.50. 
Castorseed is about the only counter 
which offers some opportunity to 
speculators to try their luck. But here 
again the outlook is such that it does 
not hold out any big promise for bulls 
or bears. Improvement in castor futures 
that took place near the week-end was 
due to moderate bull support induced 
by sales of castor o i l to some Commu
nist countries. Business in groundnut 
and linseed futures has shrunk to al
most nothing as prices are very near 
the ceilings prescribed by the Forward 
Markets Commission. The ceiling of 
Rs 241 (per 250 kgs) for groundnut 
futures has since long ceased to make 
any sense because even the inferior-
most quality of groundnut has been 
quoted above that rate for the last 
few months. The spread between the 
spot and futures prices has increased 
to as much as Rs 35 per 250 kgs. The 
excitement in groundnut expeller 
futures has subsided a great deal. This 
is partly because of the heavy margin 
and partly because the prevailing 
prices are on the very high side 
though there seems l i t t le chance of 
any important decline in view of the 
sustained export demand for extrac
tions. How far expeller prices might 
s t i l l rise higher is difficult to say. 

Export houses reported good busi
ness in groundnut extractions. Czecho
slovakia, East Germany and Bulgaria 
were mentioned as the main buyers. 
Russia is expected to be in the market 
for sizable quantities in the near 
future. In view of the continued firm
ness in Indian expellers and extrac
tions overseas buyers have been oblig
ed to quote higher prices in order to 
attract Indian offers of extractions. 
Fairly good business was also reported 
in castor o i l . Czechoslovakia and Rus
sia took about 1,000 tons each and 
prospects of further business wi th the 
U.S.S.R. were considered promising. 

Po i son 
POLSON showed a satisfactory per-

formance during the year J 963. 
Total sales recorded an increase of 
Rs 9.6 lakhs to Rs 177.6 lakhs. Pre
tax profit showed an increase of Rs 
5.3 lakhs at Rs 19.7 lakhs. Taxation 
including dividend tax and sur-tax, 
absorbed Rs 11.60 lakhs (Rs 9.97 
lakhs). 

The higher net profit of Rs 8.08 
Jakhs, as against Rs 4,40 lakhs, en
abled the Directors to step up the 
equity dividend from 14 per cent to 

22 per cent which includes a Jubilee 
dividend of 2 per cent to mark the 
completion of 75 years of the com
pany's formation and the Silver Jubilee 
of its incorporation. 

The Directors state that sale of but
ter was good during the year. Coffee 
sales suffered a set back. Export to 
Burma, which was a promising market 
before, could not be carried on owing 

to restrictions imposed by the Gov
ernment of Burma. Again, import of 
chicory into this country was res-
tricted w i th the result that the price 
of indigenous chicory showed a sud
den and steep rise. Due to this, price 
of raw coffee went up considerably 
affecting the production cost of 
French coffee which met w i t h consu
mers* resistance at higher rates. 
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