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Around Bombay Markets 

Encouraging Performance 
Thursday Morning 

THE mood has changed. The stock 
market has begun to pulsate 

with life. Turnover has increased ap
preciably and there are indications 
that speculators from outside markets 
have started taking quite a lively in
terest in the stock market. The in
vestor and the speculator are belated
ly realising that equities have been 
completely ignored when almost 
everything else has participated in the 
inflationary boom which has assumed 
menacing proportions. Impression is 
gradually gaining ground that the 
slump in equities had been overdone 
and that the main reason for the 
steep fall in equities had been the 
unfavourable psychology created by 
loud protests by few influential per
sons against the tax changes in the 
last Budget. It is now being argued 
that with the setting up of the Unit 
Trust the Government has become 
fully aware of the depressed state of 
the capital market and of the need to 
restore it to a healthy position. 

Shri Krishnamachari's speech on 
the occasion of the inauguration of 
the Industrial Development Bank 
contains a message of hope and 
cheer for investors. The return which 
the genuine investor gets, says TTK, 
has to be adequate and commensur
ate with the period of waiting. A 
government which attaches import
ance to a more widespread and 
diffused ownership of industry in the 
private sector must think of ways of 
encouraging even people of limited 
means to become holders of equity 
stock. And further, there is no escape 
from a policy of encouraging larger 
savings in the corporate sector which 
has a key role to play in the develop
ment of the economy. A l l this indi
cates that the Government is anxious 
to re-establish firmly the cult of 
equity. And the stock market has 
every reason to feel happy over i t . 

That is not al l . Corporate news 
continues to be encouraging. There 
seems fair chances of an upward re
vision in cloth prices, though New 
Delhi has still to make up its mind 
on the recommendations of the Cot
ton Textile Consultative Board for 
scrapping the present scheme of vol
untary price control on cloth and for 
imposing statutory control over the 
production and prices of popular 

varieties produced by composite mills. 
Market's expectations in respect of 
Tata Steel dividend have been fully 
realised, though it is not much im
pressed by the company's perform
ance during 1963-64. While the 
turnover has gone up from Rs 99.53 
crores to Rs 110.44 crores, the gross 
profit has recorded only a small in
crease from Rs 22.21 crores to Rs 
23.64 crores. A l l the same share
holders are happy over the increase 
in the dividend from Rs 11 to Rs 12 
a share. The stock market bull can 
also take comfort from the U S cre
dits totalling Rs 18 crores to help the 
expansion of the Indian automobile 
industry. The encouraging response 
to the units offered by the Unit Trust 
wi l l lead to further demand for sound 
scrips. And if the demand from the 
Unit Trust is maintained at a satis
factory level, it is a quite likely that 
the market wi l l become bare of good 
stocks in the not-very-distant future. 
This is bound to accelerate the pace 
of the upward trend in equities in 
course of time. 

Dalai Street made further headway 
last week. Technical considerations, 
however, induced substantial profit-
taking near the week-end. Bears also 
took a chance and pressed sales. The 
overall trading pattern of the market 
holds out the promise of the uptrend 
being resumed after small technical 
adjustments. The market has already 
recovered a little more than half 
the ground lost after the February 
Budget. 

Oilseeds 

Policy For Edible Oils 
ACCORDING to a recent PTI 

report, a spokesman of the Com
merce Ministry has stated that there 
had been no export of edible oils in 
the last two months owing to their 
high prices and that for the same rea
son there would be no export of edi
ble oils during the next six months. 
The reported official statement is a 
gross misrepresentation of facts. Ex
port business in groundnut oil has 
been going on all these months; it 
cannot be said to be at a complete 
standstill even at present and fairly 
large commitments are known to 
have been made for distant shipment 
That the Government, which has 

been desparately trying to boost ex
ports completely unmindful of press
ing domestic requirements, should feel 
apologetic about the good export per
formance seems rather surprising. 
Apparently, the official statement 
(misstatement might be more appro
priate) is intended to be an answer 
to mounting criticism that the rise in 
the prices of groundnut and its pro
ducts to all-time high levels is due 
very largely to export of groundnut 
oil on a very large scale. Groundnut 
di l exports during 1963-64 totalled 
97,000 tons against 57,000 tons in 
1962-63 and the performance during 
the current year is unlikely to be less 
impressive unless the Government 
makes some important modifications 
in the export incentive scheme. 

The Bombay Oilseeds and Oils Ex
change and the Indian Oil and Pro
duce Exporters' Association made a 
joint representation to the Govern
ment for an immediate ban on export 
of groundnut oil in order to check 
the rising trend in oilseeds prices. 
Exports have no doubt aggravated 
the upward trend in oilseeds prices 
but that might not by itself be deci
sive point against exports. It is not 
on that score that New Delhi's export 
policy for groundnut oil is to be cri
ticised. A more pertinent question is 
whether the export policy has not 
been designed especially for the bene
fit of certain vested interests. The 
bulk of the total export business in 
groundnut oil is accounted for by 
half a dozen shippers and their suc
cess is not because of their being 
more enterprising than others but be-
cause of the peculiar nature of the 
export incentive scheme, linking ex
port of oil with import of copra and 
palm oil which puts soap manufactur
ers in a decisively advantageous 
position. 

Vanaspati Prices 

Export of groundnut oil on a 
large scale—exports during the 1963-
64 season are likely to reach one lakh 
tons—has been an important reason 
for the rise in oilseeds prices. But 
there are other factors too and they 
are no less important, Vanaspati 
manufacturers have remained very 
keen buyers of groundnut oil all the 
time and they have been progressively 
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bidding up oil prices because they 
have been finding little difficulty in 
marketing their product at rising 
prices. Within a little over a month. 
the price of vanaspati has been raised 
from Rs 46.53 to Rs 54.45 per t in of 
16.5 kilograms. Vanaspati prices and 
groundnut oil prices have been chas
ing each other to the utter dismay 
of the poor consumer. Essentially, 
the rising trend in prices of vanaspati 
and groundnut oil reflects the chronic 
shortage of edible oils and the effec
tive answer to the problem of high 
prices lies in increased production 
which must take time. In the short 
run, the supply wi l l have to be aug
mented through imports. It is some
what comforting to learn that New 
Delhi is trying hard to persuade 
Washington to make available nearly 
one lakh tonnes of soyabean oil and 
tallow under P L 480. Such large 
import of soyabean oil can have a 
significant impact on the general 
trend in oilseeds prices. Another 
point which deserves New Delhi's 
serious attention is the trend in edible 
o i l prices abroad. Huge purchases of 
groundnut oil by Russia and certain 
Asian countries, notably Burma and 
Malaya, mostly for Communist China 
have imparted marked strength to 
the oi l prices abroad. New Delhi wi l l 
be well advised to review the export 
incentive scheme in the light of re
cent developments abroad. In any 
case, export of groundnut oil can be 
allowed to exceed a certain limit 
only at the risk of causing an alarming 
rise in prices in the domestic market. 

After a further early rise, oilseeds 
prices last week suffered a moderate 
setback. Groundnut ready Karad 
Bold eased from Rs 64 to Rs 62.50, 
groundnut oil from Rs 25.50 to Rs 
24.50, groundnut expeller from Rs 
509 to Rs 492, extraction from Rs 
430 to Rs 418, linseed Bold from Rs 
48.25 in Rs 48, castorseed from Rs 
36.86 to Rs 36 and castor oil Com
mercial from Rs 15,30 to Rs 14.70. 
While the setback could be purely in 
the nature of a normal technical 
correction in a rising market, senti
ment last week was affected by fav
ourable weather reports from all the 
important groundnut producing areas, 
fear of official action to curb prices, 
prospect of import of soyabean oil 
and tallow from the U S under P L 
480 and possible restrictions on fur
ther export of groundnut oil . Since 
oilseeds prices are standing at the 
highest levels ever recorded, it is quite 
possible that prices might develop an 
easier tendency under the influence 

of favourable weather. Activity in 
futures was limited and the general 
tone at the week-end was subdued. 
Castor futures eased from Rs 181.50 
to Rs 179.75 and closed a little better 
at Rs 180.25. Linseed futures drifted 
idly between Rs 44.84 and Rs 44.62. 
Cottonseed futures were slightly 
steadier around Rs 104.50. In view 
of the considerable rise in prices, the 
Reserve Bank of India has imposed 
a minimum margin of 50 per cent on 
scheduled banks' advances against 
vegetable oils (including vanaspati) 
and raised the margin on advances 
against oilseeds (excluding groundnut 
and cottonseed) from 40 per cent to 
50 per cent. 

Export houses did not mention any 
important export business last week. 
Groundnut extraction were also rela
tively inactive and overseas quota
tions were down by about 10 shillings 

per ton over the week-end-the latest 
U K quotation being around £38-5 
for July-August shipment. Castor oil 
did not evoke any keen interest. 
Linseed cake was also neglected. 
Business in cottonseed cake continues 
to be normal. 

Cotton 

Futures Irregular 

AFTER a small early setback from 
Rs 739 to Rs 734 cotton futures 

rallied to Rs 741.25 but quickly eased 
to Rs 736.50 before winding up the 
week at Rs 738.25. With the maturity 
period drawing near, sentiment in fu
tures is being guided as much by the 
weather news as by ideas about tend
ers in August—the last contract of the 
season. Conditions in the spot market 
being what they are, prospects of large 
tenders against the August contract 
are generally discounted. But to what 

1154 



THE ECONOMIC WEEKLY JULY 11, 1964 

extent the bulls would like to ex
ploit the situation is difficult to say. 
Fluctuations in the August contract 
are likely to be guided mainly by the 
ability and willingness of bulls to 
absorb goods that might be tendered 
against the contract. 

The weather news continues to be 
encouraging. Except for certain parts 
of Vidarbha where excessive rains are 
reported to have necessitated re-sow
ings, conditions elsewhere have been 
almost ideal But even in Vidarbha 
resowings w i l l only delay the crop 
and not affect its size. Of course, it 
is much too early to talk about the 
new crop as it depends almost entire
ly on the progress of the monsoon. 
A l l that one can say at present is that 
the new crop wi l l have to be substan
tially bigger than the 1963-64 crop if 
the industry's requirements are to be 
fully met without having to depend 
On foreign cotton in a big way. Im
ports of 6 lakh to 7 lakh bales have 
become normal in any case, 

The Government is anxious to bring 
about an appreciable increase in cloth 
output which is lagging far behind the 
Plan schedule. Efforts are being made 
to encourage the industry to step up 
its capacity and also production. Cot
ton and not machinery is likely to 
prove the main hurdle in raising cloth 
output in coming years. The Cotton 
Textile Consultative Board has recom
mended the scrapping of the present 
scheme of voluntary price control on 
cloth and the imposition of statutory 
controls over the production of popu
lar varieties of cloth produced by 
composite mills. New Delhi has still 
to make up its mind on the Board's 
recommendations. The turnover in the 
spot market has been rather restricted 
find confined to selected lots. Good 
quality cottons are difficult to secure 
and they are quoted almost around the 
ceiling prices. Export houses reported 
fairly good business in Bengal Deshi, 
mostly with Japan, and total sales to-
date are placed around ' 2.65 lakh 
bales. 

Futures trading in the 1964-65 crop 
contract is expected to be resumed 
towards the end of July. There has 
been no notable change in the terms 
tfnd conditions of the new contract, 
except that the board of the East In
dia Cotton Association has recom
mended to the Forward Markets Com
mission to fix the ceiling for the March 
contract at 775 instead of the statuto
ry ceiling of Rs 798, until the contract 
enters the delivery month. 

Money Market 
Thursday morning: 

THE inter-bank call money rate 
slumped to three quarters per 

cent at the beginning of the cur
rent week from 2.25 per cent a week 
ago. By mid-week it declined further 
to half per cent. The sharp fall is no 
doubt seasonal and the obvious result 
of a sizable return flow of funds into 
the banking system. 

Bank credit as on June 26 contract
ed by Rs 10.74 crores while aggre
gate deposits rose by Rs 20.61 crores. 
The increased resources have enabled 
scheduled banks to bring their bor
rowings further down to Rs 1.22 crores 
and increase their liquid resources. 
Their cash and balances with Reserve 
Bank swelled by Rs 11.22 crores to 
Rs 160.09 crores, raising the cash de
posit ratio from 6.31 per cent to 6.72 
per cent. Their investments in gov
ernment securities also rose by Rs 
21.57 crores whereby the investment-
deposit ratio has gone up from 26.83 
per cent to 27.51 per cent. The swell
ing flow of funds was also reflected 
in a rise of Rs 10.40 crores in "moneys 
at call and short notice''. 

Between June 26 and now, the short 
term money rate has declined from 
2.25 per cent to 0.5 per cent. The 
Reserve Bank's statement as on July 
3 shows that scheduled banks' bor
rowings from the Reserve Bank de
clined further to a mere Rs 30.50 
lakhs. Though scheduled banks' de
posits with the Reserve Bank were 
lower by Rs 5.60 crores it may be 
presumed that the banks would have 
increased their case resources to meet 
beginning-of-the-month requirements. 

Tenders for Treasury Bills on July 
7 attracted as much as Rs 4.50 crores 
against Rs 2 crores invited, and the 
rate of discount fell further from 2.994 

pet cent to 2.500 per cent Interme
diates offered between July 1 and July 
4 attracted Rs 6.70 crores. A l l this 
'would seem to indicate a sizable in
crease in the resources of scheduled 
banks accounting for the current easi
ness in the call loan market. 

The prevailing conditions in the 
money market augurs well for the suc
cess of the new loan issues of Central 
Government opening on July 13 (See 
page 1119). 

The Reserve Bank's statement as on 
July 3 shows that active notes have 
sharply risen by Rs 17.42 crores. This 
may be due to the usual beginning-of-
the-month demands. Note issue on that 
account has not; however, gone upf 

but on the contrary has contracted 
by Rs 16.57 crores. The entire amount 
of Rs 33.99 crores has been supplied 
by the Banking Department. Rupee 
coins of the value of Rs 1.55 crores 
have flown out of the Issue depart
ment. Therefore the net inflow of Rs 
15.02 crores of currency into the Issue 
Department has been followed by a 
withdrawal of Rupee securities of a 
like amount from that department. 

The Central Government's deposits 
have fallen during the week by Rs 
19.15 crores and those of State Gov
ernments by Rs 1.25 crores. Loans to 
governments, however, have gone 
down by Rs 17.05 crores. 

Scheduled bank's deposits are low
er by Rs 5.60 crores but their borrow
ings are also down by Rs 83 lakhs 
and are now at a paltry figure of Rs 
30.50 lakhs. Deposits of State Co
operative banks show a rise of Rs 2.58 
crores but their borrowings have sub
stantially increased by Rs 18.19 crores. 
'Other deposits' have risen by Rs 27.17 
crores during the week. 

Foreign balances have continued to 
recede, the decline during the week 
amounting to Rs 9 lakhs. Foreign as
sets now total Rs 96.52 crores. 

During the week a sum of Rs 13 
crores has been added to the Nation
al Agricultural Credit (Long-term 
Operations) Fund and Rs 1 crore to 
the National Agricultural Credit (State 
Bank) Fund. A sum of Rs 10 crores 
is newly provided for the National 
Industrial Credit (Long-term Opera
tions) Fund. 
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