
Dalal Street Moves Ahead 

DALAL STREET pushed its way 
further up last week. The pro

gress was slow and halting but this 
was not quite unexpected in view of 
the preceding week's sharp advance. 
In the current recovery the market 
has regained nearly 45 per cent of 
the ground lost since the February 
Budget. More significant than the slow 
pace of recovery noticed last week 
was the manner in which corrective 
profit taking and occasional bear pres
sure were easily absorbed. Gains, 
though small, were widespread and 
the steady revival of inquiries in cash 
shares held out the promise that the 
recent recovery might mark the be
ginning of a new important upward 
move. There has come about a visible 
change in market psychology and the 
near-distant prospects are being view
ed more optimistically than before. 

Apart from the growing belief that 
the Government is now anxious to 
restore confidence in the investment 
market, sentiment has been helped by 
the strength in the cotton piecegoods 
market, expectations of a higher divi
dend by Tata Steel and hopes that 
the problem of soaring foodgrain 
prices would be tackled more effec
tively than before. Market's expecta
tions in respect of relaxation of mar
gin rules have been realised only par
tially. Though the two per cent carry
over margin payable by clients stays, 
tha relief that has been given to the 
stockbrokers is not inconsiderable and 
it should enable them handle a much 
larger volume of business without hav 
ing to lock up large funds. The relief 
relates to margins payable on the 
daily outstanding purchases and sales 
of each security, additional margin on 
aggregate business at the end of the 
settlement and the scale of automatic 
interim margins. 

The Unit Trust has started the sale 
of its units and the initial response 
is reported to be fairly encouraging. 
The basic idea of the Unit Trust is 
to offer a medium to acquire a share 
in the widening prosperity based on 
steady industrial growth in the coun
try which combined the advantage of 
a minimum risk and a reasonable re
turn. That the Unit Trust has added 
a new dimension to the concept of 
industrial investment in the coun
try wil l be readily conceded. The pros

pective investor could rely on the 
Trust for managing its investment 
portfolio well but the success of the 
Unit Trust scheme will depend essen
tially on the general investment and 
economic climate in the country over 
which the Trust can have little con
trol. The success of the scheme hinges 
on the stale of the capital market. 

Oilseeds 

Prices Soar 
THE oilseeds market continues to 

make news. Groundnut, ground
nut oil, groundnut expeller and ex
traction and linseed established new 
all time highs last week. The rise in 
groundnut, oil and oilcake has indeed 
been spectacular. Within a fortnight, 
groundnut ready Karad Bold has shot 
up from Rs 58 to Rs 63 (per 50 kgs), 
groundnut oil from Rs 22.70 to Rs 
25 (per 10 kgs). groundnut expeller 
from Rs 467 to Rs 509 (per tonne) 
and groundnut extraction from Rs 
400 to Rs 430. During the same 
period linseed ready has risen from 
Rs 45 to Rs 47.50, linseed oil from 
Rs 18.30 to Rs 20, castorseed from 
Rs 34.75 to Rs 36 and castor oil Com
mercial from Rs 13.75 to Rs 15.25. 
Prices have shot up despite re 
ports of timely rain in most of the 
groundnut producing areas. 

The rise in oilseeds prices reflects 
the growing imbalance between sup
ply and demand, arising from a vir
tually static production and growing 
demand. Strange as it might seem, 
oilseeds production is still lagging be 
hind the Second Plan target of 76 
lakh tons. How the production can be 
stepped up to achieve the Third Plan 
target of 98 lakh tons is hard to ima
gine; and this target is far from being 
ambitious even when viewed in the 
light of the country's minimum re
quirements. Ths supply-demand equa
tion this season has been disturbed by 
a smaller rapeseed harvest and sub
stantially larger exports of groundnut 
oil effected at an enormous sacrifice. 
Groundnut oil exports this season— 
October 1963 to September 1964—are 
expected to exceed 80,000 tons. Apart 
from the steady deterioration in the 
supply position because of larger ex
ports and increased domestic off-take, 
the recent excitement in the oilseeds 
market is attributable partly to the 

steep rise in groundnut oil abroad 
caused mainly by enormous purchases 
of groundnut and groundnut oil by 
Burma from Nigeria. In about a 
month's time, the quotation for 
groundnut oil in the U K market has 
shot up from £98 to £120 per ton. 

Locally, groundnut oil has continued 
to have keen demand from vanaspati 
manufacturers, both for their own 
consumption and for exports. De
control of vanaspati prices has im
parted great strength to the ground 
nut market. Groundnut and groundnut-
oil prices cannot be expected to deve
lop an easier tendency when vanaspati 
manufacturers are able to market their 
finished product at rising prices. Other 
oilseeds have simply been following 
the trend in groundnut. 

With linseed futures quoted almost 
at the ceiling, speculative activity is 
naturally confined to castor; futures 
trading in groundnut, groundnut oil 
and expellers has been banned for 
some time. Castor futures have been 
displaying a firm tendency in sym 
pathy with the firmness in other oil
seeds. Considering the prevailing high 
prices of groundnut and linseed, cas
torseed futures Rs 181 look quite 
cheap. In the past, there have been 
occasions when castorseed have been 
quoted higher than linseed and 
groundnut. In the circumstances, the 
concern expressed by the market 
authorities and the Forward Markets 
Commission over castor prices is 
difficult to appreciate. The decision of 
the Bombay Oilseeds and Oils Ex 
change to reduce the ceiling for hedge 
trading in castorseed from Rs 186 to 
Rs 181.50 is partial and is intended 
only to favour the bears. It is unfor
tunate that the Commission should 
have approved of such a decision. 
While there is perhaps very little to 
be said in favour of continuing for
ward trading in commodities, arbi
trary inference in the normal working 
of the market as in the case of cas 
lor futures is bound to undermine the 
prestige of the authorities entrusted 
with the task of ensuring a good code 
of conduct. 

Fairly large export business is re 
ported to have been put through in 
groundnut extractions recently. East 
Germany has been mentioned as an 
important buyer. The U K is stated to 
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from favourable weather reports from 
most of the cotton growing areas, 
sentiment near the week-end was aff
ected by the setback in cloth and 
yarn production during May because 
of the larger number of holidays. 
Cloth output in May is provisionally 
placed at 383 million yards against 
429 million yards in the preceding 
month and 411 million yards in May 
1963. Yarn production at 159 million 
lbs is 17 million lbs less than in Apri l 
and 5 million lbs less than in May 
1963. June figures also are unlikely to 
make an impressive showing because 
of the power cut in the South. 

The spot market has turned inac
tive as mills are inclined to hold off 
the market in expectation of lower 
prices under the influence of favour
able weather. Despite reduced turn
over, spot cotton prices have so far 
maintained a distinctly steady trend. 
Quite a few varieties are quoted al
most around the ceiling rates. Cotton 
prices could ease if the weather con
tinues to oblige but prospects of any 
big fall in prices are generally dis-
counted as consumption is likely to 
register an appreciable increase with 
the expansion of the spindIcage capa
city. The trend in cotton prices will 
also be influenced by Government 
policy in respect of cloth prices. Ex
porters reported a revival of overseas 
demand for Bengal Deshi and pros 
pects of fresh large business with 
Japan and the U S were considered 
promising. Shipments of cotton up to 
June 20 are placed at 2.08 lakh bales 
against 2.57 lakh bales in the corres
ponding period of last season. 

With the current season drawing to 
a close, considerable interest centres 
on futures trading in the new crop 
contracts. A section of the trade has 
again raised its voice against the 
structure of the existing hedge con
tract. A move is afoot to seek modi
fications which would make the hedge 
contract more realistic and bring 
about a closer relationship between 
the futures market and ready mar
ket. The basis of the present hedge 
contract is M G Moglai Janlla fine 
stapling 25/32 inch. Since the total 
growth of this variety is no more than 
2 lakh bales, it is unwise to have this 
variety as the basis of the hedge con
tract. It is amazing that repeated at
tempts to place the hedge contract on 
a sound footing should have failed to 
yield any results. If the Forward Mar
kets Commission and the associations 
responsible for conducting futures 
trading are honest about promoting 
the cause of the cotton trade and the 
facility of hedge trading is not intend

ed mainly for speculators, it is very 
necessary that the basis the hedge 
contract should be suitably revised. 
This wil l not only help bring about a 
closer relationship between the spot 
and futures markets, which is essen
tial if hedge trading is to make sense, 
but also lead to greater awareness of 
the need to improve and preserve 
quality standards. 

Money Market 
Thursday morning: 

THE short term money market was 
comparatively comfortable during 

the past week. The inter bank call 
rate did not step below 2.25 per cent, 
but. this may be due to the demand 
stemming from the half yearly closing 
which must have had some sustaining 
influence. That the return flow of 
funds has now picked up is evident 
from a sizeable contraction of bank 
credit which fell by Rs 23.55 crores 
during the week ended June 19. The 
decline in bank credit in the slack 
season started from the week ended 
May 8 and the total contraction t i l ! 
June 19 aggregated Rs 70.43 crores as 
against an expansion of Rs 388 crores 
between October last and May 18 this 
year. 

Bank deposits swelled by Rs 17.76 
crores during the week ended June 
19. This was the highest for any week 
during the season. Accretion to de
posits between May 8 and June 19 
amounted to Rs 48.40 crores. The 
credit deposit ratio has thereby de 
dined from 77.21 per cent to 75.63 
per cent. 

Due to the rising inflow of funds, 
schedule banks were enabled to bring 
down their borrowings from the Reser 
ve Bank to a mere Rs 1.14 crores 
on June 26, while their investments in 
government securities during the week 
ended June 19 were higher by Rs 
13.60 crores. This was the first week 
after the commencement of the slack 
season when addition to investments 
was sizable. 

Tenders for Treasury Bills on June 
29 exceeded those in the previous 
week and aggregated Rs 4.50 crores, 
bringing down the discount rate frac 
tionally from 2.995 per cent to 2.994 
per cent. Still this rate is higher than 
the present inter bank call money 
rate and accounts for a diversion of 
funds in this direction. Sales of In-
termediates between June 24 and 
June 27 were also substantial drawing 
away Rs 7.60 crores. This amount is. 
however, lower than the previous 
week's figure of Rs 13.32 crores. 

Against the background, the pre 
vailing easiness in the money market, 

in spite of the half-yearly closing on 
June 30, is not surprising and, if any
thing, the rate is sustained on account 
of larger absorption of funds by 
Treasury Bills and government securi
ties. It is, therefore, not unlikely that 
with a further rise in the return flow 
of funds call money rate will sink 
further. 

It is significant that the Reserve 
Bank has suspended its open market 
operations from June 29. The Bank 
is reported to have stopped sales of 
4.75 p c 1989 and 4 p c 1970 loans and 
purchases of 3.5 p c 1965 and 3.5 p c 
1966 loans. This suspension will leave 
the market undisturbed as regards the 
overall supply of funds. The addi
tional inflow of funds will make the 
money market still easier and prepare 
it to absorb the new loan issues of 
the Government which are expected 
shortly. 

The Reserve Bank's Statement as on 
June 26, reveals a sharp contraction 
in active notes by Rs 33.15 crores. 
Tins is in continuation of a shrink
age of Rs 36.71 crores in the previous 
week and reflects a considerable fall 
in the demand for funds. Of the 
week's contraction, the Banking De
partment has absorbed Rs 25.55 crores 
and so the actual note issue was less 
by Rs 7.61 crores. Along with this, 
rupee coins amounting to Rs 2.56 
crores have gone back to the Issue 
Department with the result that the 
total inflow of currency and coins 
into the Issue Department amounted 
to Rs 10.17 crores, Against this, 
there is an outflow of foreign securi
ties amounting to Rs 4 crores and of 
Rupee securities of the value of Rs 
6.16 crores. Balances held abroad 
have declined by Rs 24 lakhs. The 
total foreign assets are down by Rs 
4.24 crores at Rs 96.61 crores as 
against Rs 100.85 crores in the previ
ous week. 

The Central Government's deposits 
have continued to move up. The rise 
during the week amounted to Rs 
14.31 crores and almost an equal rise 
was there in the previous week. State 
Governments' deposits, however, have 
continued to recede, the fall during 
the week amounting to Rs 79 lakhs 
(Rs 2.55 crores in the previous week). 
Loans to governments have gone up by 
Rs 3.64 crores. 

Scheduled banks' deposits are up by 
Rs 8.46 crores while their borrowings 
are reduced by Rs 2.89 crores. leaving 
a balance of only Rs 1.14 cores. This 
largely reflects the prevailing com 
fortable resources position of the 
scheduled banks. 
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