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are under continuous revision in the 
l ight of changing demands and shifts 
in pr ior i ty, i t would not be realistic 
to give an estimate of the cost of such 
future expansion. By far the greater 
part of the foreign exchange required 
w i l l be in sterling, and for this we 
shall be dependent on the liberal aid 
which, w i th a vast and invaluable fund 
of technical advice, we have been re
ceiving f rom Guest, Keen & Nettlefolds 
L td . 

Never since independence have the 
preservation of our national unity and 
the achievement of rapid and accele-

D A L A L STREET continues to mark 
time. Though the feeling seems 

to be gaining ground that the stock 
market has probably seen the worst, 
confidence is sti l l at a low ebb and 
the pattern of trading remains indeci
sive. Bears are beginning to feel some
what uneasy because the market has 
well held its May 27 panicky low but 
this has not brought any cheer to the 
bulls who have been badly mauled by 
the prolonged slump in equities. The 
recent trading pattern shows some fee
ble signs of a possible turn in the tide 
bu t i t is doubtful whether the market 
would be able to take a big leap for
ward without some k ind of concessions 
f rom the Government. 

The stock market authorities have 
taken up in earnest the question of 
relaxation of margins on shares and 
discussions are to be held wi th the 
chairman of the Company Law Board 
and the Finance Minister wi th in a week 
or so. There have been reports that 
the Government is considering a sug-
gestion that investment in new issues 
should be excluded while computing 
total wealth for tax purposes. New 
Delhi is also examining a proposal to 
make tax holiday incentive available 
for five years from the date of pro
fitable operation instead of the first 
five operating years. The view is now 
widely shared that the stage has been 
reached when the authorities need to 
make a thorough reassessment of the 
investment market which stands com
pletely paralysed. How else can one 
explain the shares of a company like 
Hindustan Polymers being quoted at 
a discount? The need for prompt 
action for revitalising the capital mark
et cannot be overemphasised. 

rated growth, in industry and possibly 
even more in agriculture, been as urg
ent and crucial as now. Yet, it is to 
be doubted whether we are continuing 
to hold our own wi th other large and 
developing countries wi th whose stand
ards of performance our own w i l l 
necessarily be compared. More than 
ever before, the pursuit of our nation
al purpose must therefore today form 
the prime motive behind the efforts of 
us al l . It is in this realisation that 
your Company wi l l continue, wi th in 
its capacity and its resources, to play 
its part in helping to bui ld the indus
tr ial strength of our country and pro-

Cotton 

Policy for New Season 
U N C E R T A I N T Y about the cotton 

policy for the 1964-65 season has 
at last been ended. The floor and 
ceiling prices of cotton for the new se
ason are being maintained at the same 
level as in the current season. Marginal 
increases have, however, been made 
in the floor and ceiling prices of some 
of the varieties keeping in view the 
improvement in their quality. Note
worthy among them is the increase of 
Rs 28 per candy in the floor and ceiling 
prices of Digvijay 'A ' . Further, the 
varieties AK-235 and AK-277 have 
been included for the first time in the 
price schedule and they have been 
given the same floor and ceiling prices 
as for Gaorani 6 and 12. A premium 
has also been provided for saw ginn-
ing in al l varieties, excluding Bengal 
Deshi, at a uniform rate of Rs 50 per 
candy at the floor level and Rs 70 per 
candy at the ceiling level. In the case 
of Bengal Desi, the premium wi l l con
tinue to be at the existing level of 
Rs 30 per candy. 

That the new cotton policy does not 
deviate materially f rom that in the 
1963-64 season is hardly surprising. 
Growers had no doubt been agitating 
for an upward revision of ceiling pr i 
ces but w i th Indian cotton prices al
ready out of wor ld parity and the 
textile industry complaining about ris
ing costs of production, the Govern
ment could not be expected to agree 
to any flat increase in ceiling prices. 
While resisting the growers' plea for 
a general rise in ceiling prices, the 
Government has allowed an increase 
for Digvijay 'A' and certain selected 

mote the wel l being of our people. 

Finally, I should l ike to express on 
your behalf, and on my own, our 
thanks to the staff and al l employees 
who have worked keenly in the Com
pany's interests during the year. Rapid 
growth and reorganisation br ing many 
frustrations in their wake, and the suc
cess of the Company's operations is a 
tr ibute to the loyalty and enthusiasm 
displayed by its personnel, 

NOTE: This does not purport to be 
a record of the proceedings 
of the Annual General Meet
ing. 

varieties which should reward the dis
criminating growers as the increase 
has been based on technical conside
rations such as spinning capacity and 
quality factors and not merely on 
staple length. No less welcome is the 
increase in premiums in respect of nil 
varieties, excepting Bengal Deshi, for 
saw-ginned cotton. Cotton growers in 
Maharashtra are happy over the recog
ni t ion given to AK-235 and AK-277 
which are grown in Vidarbha. Only 
Gujarat is disappointed over the i n 
crease of Rs 28 per candy in the ceil
ing price of Digvijay 'A' which has 
become very popular wi th spinners 
because of its improved quality. Cot
ton interests and the State Govern
ment had been pressing for a rise of 
Rs 75 to Rs 100 per candy in the 
ceiling price of Digvijay 'A' but an 
increase of that order would have 
evoked strong protest f rom the indus
t ry and what is more, the increase 
which has now been permitted had 
been agreed to by the Cotton Adv i 
sory Board on which growers are duly 
represented. 

The official policy statement does 
not make any mention about compul
sory survey and distr ibution control 
and the omission seems deliberate. 
Marketing policy must be clearly dis
tinguished f rom price policy. While 
price policy must be announced be
fore the commencement of the sowing 
season if it is to have any bearing on 
production, marketing policy should 
be announced only when it is possible 
to have a fair ly good idea of the 
crop. Cotton price policy, it must be 
conceded, has been announced rather 
late because sowings have been nearly 
completed in the Punjab and Ut tar 
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Pradesh and sowing operations are in 
progress at many other places. The 
impact of price policy on production 
can, however, be easily exaggerated. 
There are many factors influencing 
cotton production and price policy is 
perhaps the least important of all in 
that the existing ceiling prices can by 
no means be said to be on the low 
side, 

Federation's Role 

The sub-committee appointed by the 
Indian Cotton Mi l l s ' Federation to pre
pare a scheme for industry's active 
participation in raising cotton yield 
has made some valuable suggestions 
which deserve prompt attention. The 
committee has urged that the Federa
t ion should associate closely wi th the 
implementation of the package pro
gramme in various cotton regions. The 
Federation has been advised to set up 
five centres, one each in Maharashtra, 
Gujarat, Punjab, Rajasthan and Mar-
athwada, each commanding a compact 
block of 1000 acres. The Federation 
is required to take immediate steps to 
supply insecticides and sprayers in the 
proposed areas in order to save the 
crop f rom damage by pests and dis
eases which is by no means inconsi
derable. The industry's participation in 
boosting cotton yield is estimated to 
cost about Rs 100 an acre. The com
mittee has recommended that the Fed
eration should set apart Rs 5 lakhs a 
year for the cotton development 
scheme. Cotton cultivators in the area 
to be supervised by the Federation 
w i l l be required to enter into an agree
ment w i th the Federation to co-ope
rate w i th i t by fol lowing its instruc
tions. If the growers get more than 
their average yield they w i l l make 
good the amount spent by the Federa
t ion but the amount w i l l be wri t ten 
off if the crop fails. Arrangements w i l l 
be made for the distr ibut ion of fer t i -
sers after necessary soil tests. A l iai
son officer w i l l look after the work 
connected w i th raising cotton yield 
and he wi l l approach the Government 
for ensuring t imely imports of the 
necessary items. 

In view of the rising trend in cot
ton consumption because of the mark
ed increase in spindleage, the urgency 
of stepping up cotton production can 
scarcely be over-emphasised. It is good 
that the Indian Cotton Mi l l s ' Federa
t ion is beginnning to take a l ively in 
terest in the matter of raising cotton 
production through better yield. The 
industry cannot hope to secure its 
raw material at reasonable prices un
less there is a substantial increase in 
production. In spite of the fact that 

the supply position of cotton at pre
sent is not uncomfortable—carryover 
at the end of the current season is 
l ikely to be larger than at the begin
ning of the season on September 1, 
1963—spot cotton prices are quoted 
near the ceilings. It is the distant pros
pect which is worrying the mil ls. The 
new crop wi l l have to be around 65 
lakh bales to satisfy the industry's 
growing needs wi thout having to de
pend too much on imports. 

Futures Up 

Wi th the spot market continuing to 
display marked strength, cotton futures 
also developed a dist inctly firm ten
dency last week. The August contract 
which had reacted to Rs 719.75 on 
June 10 moved up to Rs 736.50 by 
the week-end and in kerb dealings on 
June 17 the contract was b id up to 
Rs 737,50, the highest rate recorded by 
this contract so far. The spurt was 
due both to short covering and bul l 
manipulation. Reports about the reTease 
of a global quota for 2.14 lakh bales— 
the second and final global allocation 
for the current season—failed to im
part any easiness to the market. Pak
istan's decision to reduce its export 
duty on cotton by 50 per cent and to 
abolish the sales tax of 3½ per cent 
also did not have any effect on the 
market sentiment, though many mar
ket men expressed the view that India 
too w i l l have to abolish the export 
duty on Bengal Deshi in the new 
season in order to make its cotton 
compete well w i th Pakistani cotton. 
For the present, Pakistan does not per
haps have much cotton to sell abroad. 
Overseas interest in Indian Deshi has 
been somewhat slack recently but ex
porters seem quite optimistic about 
selling 2.5 lakh bales of Deshi cotton 
this season. Sales registered up to June 
3 are placed at 2.16 lakh bales. 

Oilseeds 

Prices at New High 
THE oilseeds market had developed 

a slightly easier tendency in the 
previous week under the influence of 
favourable weather reports f rom 
groundnut producing areas and expec
tations of a more effective official 
policy for keeping prices of agricultu
ral products, particularly foodgrains, 
under check. But the setback in prices 
has proved to be an extremely short
lived affair and prices are up again at 
new high levels. Groundnut Kanpur 
Bold ready were marked up to Rs 
58.25 (per 50 kgs), groundnut oi l rose 
to Rs 22.80 (per 10 kgs), linseed 
futures (September) improved to Rs. 
44,50 which takes it close to the 

ceiling of Rs 45 and castor September 
touched a new high of Rs 179,12 
showing a net gain of Rs 1.50 per 
250 kgs over the week. 

Thanks to the ban on futures t rad
ing in various oilseeds and oilcakes— 
especially groundnut oi l and ground
nut expeller, the continuing strength 
in oilseeds prices cannot be attr ibuted 
to speculation. But the rise in prices 
is not diff icult to explain. Groundnut 
prices cannot be expected to come 
down when vanaspati manufacturers 
are ever ready to pay almost any price 
in order to secure their raw material 
supplies and this becomes possible be
cause they are able to market their 
finished product at progressively higher 
prices wi thout any diff iculty. It is of 
course arguable that vanaspati manu
facturers are being obliged to raise 
the prices of their finished product 
because of the rising trend in raw 
material prices. Essentially therefore 
the rising trend in groundnut o i l and 
vanaspati prices reflects the overall 
shortage of o i l and vanaspati in rela
tion to growing demand. A n d when 
one compares oilseeds prices w i th the 
prices of cereals and food grains, o i l 
seeds look quite cheap. The prices of 
oilseeds as also of other farm products 
can be brought down to any consider
able extent only by bringing about an 
appreciable increase in production. To 
the extent to which the rise in prices 
has been exaggerated by hoarding of 
stocks by anti-social elements, it should 
be possible to produce an impact on 
the market through short-term meas
ures which can be implemented suc
cessfully only if the administration is 
honest and efficient. Strangely enough, 
at a time when New Delhi is consi
dering measures to hold the price-line, 
the West Bengal Government has rais
ed the retail price of mustard oi l in 
the State f rom Rs 3 to Rs 3.25 per 
ki logram f rom June 15. 

Export houses reported fair ly good 
business in groundnut extractions last 
week. Poland was mentioned as the 
main buyer. Apart f rom groundnut ex
tractions, Poland also took consider
able quantit ies of linseed extractions. 
Overseas advices were firm and ground
nut extraction June-July shipment was 
quoted around £37-5 at the week-end. 
Local groundnut extractions around 
Rs 400 are almost at the season's high
est. Fresh business put through in 
castor o i l last week was l imited and 
the U K was reported to be the only 
buyer. The latest quotations were £108 
per tonne for BSS and £103-10 for 
Commercial. Moderate business was re
ported in cottonseed cake. 
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Money Market 
Thursday morning, 

THE short-term money market is 
now quite comfortable. The inter

bank call money rate has dropped to 
3.5 per cent f rom 4.5 per cent last 
week. Though the rate stuck for a long 
while at higher levels, the drop has 
been sudden, no doubt on account of 
excess supply of funds. The return flow 
of funds has already picked up. Bank 
credit has been contracting f rom the 
second week of May and t i l l June 5, 
the total contraction of credit is of 
the order of Rs 33 crores. Though the 
amount is by no means considerable 
in comparison with the expansion that 
occurred during the last busy season, 
nevertheless it reflects the definite 
change in the trend which may accen
tuate at any time. The repayment of 
3 per cent 1964 loan on June 15 has 
also added to the supply of funds in 
the market. The money market in 
Calcutta has also turned easy wi th 
call money changing hands even at 
2,5 per cent. 

There is, however, no improvement 

in the bank's investments in govern
ment securities as a result of the re
tu rn flow of funds. But agrregate de
posits have been moving up week by 
week, and more than this, borrowings 
f rom the RBI have substantially come 
down to a mere Rs 35.42 crores f rom 
the last peak of Rs 106 crores. Cash 
and balances wi th the RBI have also 
gone up. The prevailing easier money 
conditions are further reflected in a 
larger f low of funds to Treasury Bil ls 
which continue to fetch 3.0 per cent. 
Intermediates sold during the period 
f rom June 10 to June 13 amounted to 
Rs 2.20 crores compared wi th only a 
few lakhs in the preceding weeks. 

The latest Reserve Bank statement 
for the week ended June 12 shows a 
rise of Rs 4.46 crores in notes in cir
culation. The additional currency is 
wholly supplied by the t i l l of the 
Banking Department. An amount of 
Rs 22 lakhs in notes has moved f rom 
the t i l l to the Issue department, there
by reducing the net note issue by a 
like amount. 

Though notes in circulation have 
gone up during the fortnight ended 

June 12 by about Rs 27.46 crores it 
should be ascribed to the normal 
beginning-of-the month requirements. 
There has been no expansion of bank 
credit on this account, but on the con-
trary scheduled banks' borrowings 
f rom the Reserve Bank have further 
come down. 

Foreign securities which were leas by 
Rs 5 crores last week have remained 
unchanged during the week. But bal
ances held abroad are lower by Rs 
2.04 crores reflecting a diminut ion of 
foreign assets by a similar amount. 

Central and State Governments' de
posits are up by Rs 877 crores and 
at the same time their borrowings are 
down by Rs 17.97 crores revealing a 
corresponding increase in government 
funds. 

Reflecting the easier conditions in 
the money market, the gilt edged mar
ket is rul ing steady, although not much 
business is passing through. The 3 per 
cent Conversion loan fractionally im
proved to Rs 63,80. In the l ight of 
the overall monetary policy, the long-
dateds lacked buying interest. 


