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Confidence at Low Ebb 
U N C E R T A I N T Y about the compo-

sition of the new Cabinet is over 
and the business community seems 
generally pleased wi th Shastri's new 
team. But the stock market's perfor
mance continues to disappoint. The 
slump in equities has reached a level 
where market activity has come to a 
vir tual standstill. Perhaps never before 
—not in the past few decades in any 
case—has the stock exchange commu
nity been faced wi th such a difficult 
situation. It looks as though the cult 
of equity has been completely destroy
ed. That such a situation should have 
come to pass when there is no serious 
-tension in the political atmosphere and 
when the economy is experiencing 
growing inflationary pressures is rather 
intriguing. Mounting costs have, no 
doubt, squeezed industry's profit mar
gins but the corporate sector is known 
to be enjoying a reasonable measure 
of prosperity and many companies 
have recently stepped up their d iv i 
dends, which, however, have fallen 
flat on the market. Whatever be the 
reasons for the continuing slump in 
equities—it is difficult to explain away 
the slump purely in terms of the 
Government's fiscal policy—a stage 
appears to have been reached when 
the authorities need to make a careful 
reassessment of the investment market 
in order to devise suitable measures 
to tone it up, if only to ensure suc
cess of the Uni t Trust. 

Notwithstanding the various tax 
concessions that it enjoys, the Uni t 
Trust w i l l find it extremely difficult to 
achieve any measure of success if the 
stock market continues to remain in 
bad shape. In a way, the slump in 
equities has been a boon to the Un i t 
Trust as it has made it possible for 
the Trust to pick up shares at attrac
tive levels. But the Uni t Trust cannot 
hope to prosper on these cheap pur
chases. The unit scheme cannot be 
made popular unless' there are clear 
indications of a revival of confidence 
in the investment market. The pros
pective investor w i l l need the assur
ance that equities are a good hedge 
against inflation which is possible if 
there are reasonable chances of capi
tal appreciation. Steady return on 
investment alone w i l l not do. The 
chairman of the Uni t Trust, Shri R S 
Bhatt, pointed out the other day that 
the. unit scheme offers the prudent i n 

vestor the triple advantage of safety, 
a steady return and l iquidi ty. Steady 
return — yes, but that has rarely been 
a big problem wi th an investor. As 
for l iquidity, the unit holder w i l l have 
to make a considerable sacrifice. The 
spread between the buying and selling 
rates quoted by the U n i t Trust for its 
units on any particular day wi l l be as 
much as 5 per cent which is too big 
when compared with the quotations 
obtaining in a free market. A n d about 
safety of investment, the less said the 
better because safety of investment 
depends essentially on market condi
tions over which the Unit Trust has 
no control, unless, of course, safety is 
intended to mean safety from fraudu
lent market practices which are in any 
case very rare. 

The success of the Unit Trust must 
depend essentially on the general eco
nomic and investment climate in the 
country. The cult of equity w i l l have 
to be firmly reestablished if the Gov
ernment wishes success of the Uni t 
Trust. The situation obtaining in the 
investment market calls for quick ac
tion because any further deterioration 
w i l l seriously affect the flow of private 
savings to the capital market. Reduc
t ion in margin on bank advances 
against shares, the abolition of mar
gins for cleared securities, a more 
helpful price policy for basic indus
tries and a few modifications in cer
tain taxes which have adversely affect
ed market psychology, should help 
bring about a quick recovery in the 
stock market. 

Cotton 

Futures Recede 

JA R I L L A AUGUST which had 
been marked up to Rs 730 on 

June 1 was sold down to Rs 719.75 
on June 10 and at its Wednesday's 
closing of Rs 721, it showed a net 
loss of Rs 6.50 over the week. Re
ports that several mills had put up 
their cloth prices by 10 to 15 per cent 
thereby giving up all pretensions of 
observing the voluntary price control 
scheme failed to impart any strength 
to the cotton futures market. This 
was perhaps because speculators who 
had made substantial purchases on 
ideas of a possible delay in the out
break of the monsoon rushed to l iqu i 
date their position when they receiv
ed favourable reports about the wea-
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ther from the cotton growing tracts. It 
is quite natural for the market to de
velop a slightly easier feeling on the 
onset of timely monsoon and its pro
gress w i l l have a significant bearing on 
market sentiment in coming weeks. 
While it might be difficult for the 
futures market to register any marked 
and sustained recovery if the weather 
continues to oblige, prospects of any 
big decline in prices are generally dis
counted. This is because the overall 
supply position, though by no means 
uncomfortable, cannot be regarded rs 
highly satisfactory in face of the rising 
trend in consumption. Only ideal 
weather conditions throughout the 
season can help produce a crop which 
can meet the industry's growing re
quirements without having to depend 
too much on imports. 

While cotton futures have developed 
an easier tendency, the spot cotton 
market has continued to rule f irm due 
to scarcity of offerings. The turnover 
during the week was, however, extre
mely l imited as mills were generally 
inclined to hold off the market for 
the time being. Overseas inquiries for 
Bengal Deshi were limited. Sales re
gistered for export up to May 27 are 
placed at 213,802 bales. The trade is 
confident of selling over 2.50 lakh 
bales of Deshi before the end of A u 
gust. While the Punjab has already 
completed new crop sowings and sow-
ing operations in other areas w i l l be 
in full swing in another few weeks1, 
New Delhi has yet to announce its 
policy for the 1964-65 season. It is 
hardly necessary to point out that the 
price policy should always be an
nounced before the commencement of 
sowing operations; marketing policy 
can await t i l l a reasonably good picture 
can be had of the crop which is pos
sible only in October. 

Oilseeds 

Turn in Sight 
THE oilseeds market has turned 

hesitant and this hesitant ten
dency might well mark the beginning 
of the end of the boom which had 
carried oilseeds prices far beyond the 
highest: levels recorded in the previous 
season. It is not that oilseeds prices 
have suffered any noticeable setback 
— groundnut, groundnut oil and 
groundnut oilcake prices have regis
tered only modest declines from their 
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recent tops which is quite normal, even 
in a rising trend — but there appears 
to have come about a sudden change 
in market sentiment. It would be 
naive to suggest that the recent ban 
on futures trading in a variety of o i l 
seeds, oils and oilcakes is having the 
desired effect. But from market gos
sip one gets the impression that the 
transfer of Food and Agriculture port
folio from Shri Swaran Singh to Shri 
C Subramaniam has affected trading 
sentiment to some extent. The change 
in sentiment is perhaps due less ro 
the belief that Shri Subramaniam w i l l 
be able to introduce new dynamism in 
agricultural policy than to the feeling 
that T T K and Subramaniam can 
tackle the problem of soaring agricul 
tural prices more effectively than be
fore. Increased production is, no 
doubt, the only effective answer to the 
problem of soaring prices, but prices 
of essential commodities like food 
grains cannot be allowed to go on 
rising even if supply fails to catch up 
wi th demand. It should be possible to 
keep prices under check through em-

dent administration which makes 
holding and hoarding of stocks by 
growers and traders difficult. 

Apart from expectations of a more 
effective policy for keeping prices of 
agricultural products under check, the 
change in the mood of the oilseeds 
market noticed last week — the chan
ge is by no means decisive — is due 
to reports of favourable weather from 
most parts of the country. Beneficial 
rains have been reported from the 
important groundnut and cotton grow
ing areas. Market sentiment in com
ing weeks is likely to be moulded al
most entirely by weather reports and 
it is impossible to say how monsoon 
w i l l behave. 

Last week, groundnut ready, Kanpur 
Bold, eased from Rs 57.75 to Rs 57 
(per 50 kgs), groundnut oi l from Rs 
22.85 to Rs 22.25 (per 10 kgs) and 
groundnut expeller ready from Rs 475 
to Rs 465 (per tonne). Linseed ready, 
however, continued to display marked 
strength and Bold was quoted around 
Rs 45 (per 50 kgs) which is probably 
an all-time high. Castorseed also held 

fairly firm. Interest in figtures ceatred 
round castor which received sustain
ed support from bulls. The buying to 
castor futures and linseed futures 
which were bid upto new high levels 
in the current upward trend was said 
to be influential. This led to ru
mours that futures trading in castor 
and linseed also might be banned in 
the near future. Bulls are said to be 
accumulating positions in the hope 
that all outstanding commitments 
would be squared up at the price pre
vailing on the last day as in the case 
of groundnut and other oilseed fu
tures. Castor September improved 
from Rs 176 to Rs 177.25 and linseed 
September rose from Rs 43.75 to Rs 
44.22. 

Export houses reported fairly good 
business in groundnut extractions, 
mainly wi th the UK which paid up to 
£37-5 per ton for June-July shipment 
Business in castor oi l was poor. L in 
seed cake evoked l i t t le inquiry but 
the UK was reported to have purchas
ed sizable quantities of cottonseed 
cake. 
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