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Around Bombay Markets 

Political Uncertainty Affects Sentiment 
Thursday, Morning 

OVER the past few weeks, the stock 
market has been moving up and 

down in quite an indecisive manner. 
It has still to move beyond the high 
point reached in the first week of July 
which stood almost half-way between 
February 29 top and May 27 battom. 
That the market should not have been 
able to make any progress in the up
ward direction for about a month in 
spite of the generally favourable cor
porate news seems somewhat disturb
ing and shows a continuing lack of 
confidence in higher values for equi
ties. But the market's overall perfor
mance does not appear unencouraging 
when viewed against the background of 
mounting labour unrest resulting main
ly from high food prices. 

If allowed to grow unchecked, 
labour unrest might well disturb indus
trial peace and affect corporate earn
ings. This in turn might undermine 
stock exchange sentiment which is 
still rather unsettled. Confidence in 
the investment market continues to be 
at a low ebb and the response to the 
units offered by the Unit Trust has 
been below general expectations. In 
a way this is good because it will 
make the authorities go deeper into 
the causes which have precipitated the 
crisis of confidence in the investment 
market in an otherwise inflationary 
situation. This might induce the Go
vernment to devise some fresh mea
sures to revitalise the capital market. 

But at present, the stock market's 
main worry seems to be the sudden dis
quieting developments in South East 
Asia following the U S attack on North 
Vietnam bases, which has already pro
duced a crash on Wall Street. The 
Indian markets have developed con
siderable weakness since Wednesday 
evening and it appears that the mar
ket sentiment in the immediate future 
wil l be guided mainly by international 
political developments. If the situa
tion in South East Asia worsens it is 
likely to impede the recovery on the 
stock market. 
Cotton 
F M C Interference Unwarranted 

IT is the same story again. The 
Forward Markets Commission 

has interfered in the cotton futures 
market when the intervention was the 
least called for. On July 30. the Com
mission announced the imposition of a 
special margin of Rs 75 per bale on 

all outstanding positions, short or long, 
if in excess of 1000 bales, in the Au
gust contract. The margin is to be 
paid by bulls if the contract closes 
above Rs 750 and by bears when the 
closing price is below Rs 725. The 
Commission says that it was constrain
ed to take this action "in the interest 
on the satisfactory working of the cot
ton market" because the East India 
Cotton Association failed to bring 
about any reduction in the volume of 
open position which, around 3 lakh 
bales, was considered to be unduly 
large and about which the Commis
sion had made known its concern ear
lier. 

For a market which has long been 
used to live on a starvation diet, three 
lakh bales do give the impression that 
business is on the rather high side. 
But speculative business cannot be 
described as 'unduly large' unless it 
endangers the price stability in any 
way. That is not the case with the 
August contract. In fact price move
ments in the August 1964 contract 
have been the smallest compared to 
the fluctuations in the other hedge 
contracts of the season and in August 
1963 contract. Since the activity and 
movement of the hedge contract dur
ing the delivery month reflect merely 
the spot position, survey appeal and 
super appeal results, it would be well 
to compare the price movements in 
hedge contracts during the pre-tender 
period. The March 1964 contract 
moved between Rs 784 and Rs 686.50, 
May 1964 between Rs 770.25 and Rs 
718 and August 1963 between Rs 748 
and Rs 687.50. As against this, the 
highest and lowest prices recorded by 
the August 1964 contract up to 31st 
July are Rs 749.25 and Rs 715.25 re
spectively. 

Apart from the fact that the fluctu
ations in the August 1964 contract 
have been the smallest, the Commis
sion's intervention seems quite un
warranted because the contract is 
quoted substantially below the highest 
prices recorded by the earlier TWO 
contracts of the season and the Com
mission did nothing about them. And 
if the Commission were interested 
merely in the reduction of the out-
standing business, it should have im
posed a margin straightaway and not 
fixed separate prices for bulls and 
bears. The Commission's action is 

not only unwarranted but also clearly 
partial to bears which is most unfort
unate. 

Futures Keep Firm 
The Commission's action has not, 

however, brought about any change 
in the mood of the market. The Au
gust contract has continued to display 
a distinctly firm tendency despite the 
issuance of large tenders amounting 
to 6,750 bales on the very first notice 
day. The contract has been fluctuat
ing irregularly between Rs 740 and Rs 
750 over the past few weeks and it is 
still quoted around Rs 745. The new 
crop March contract in which business 
commenced on July 30 has been mov
ing between Rs 724 and Rs 728. 

While the marked strength in the 
August contract may be partly due to 
strong bull grip, the basic outlook for 
cotton does not warrant any significant 
fall in prices. Much will, of course, 
depend on the size of the new crop 
which is still any body's guess. Weath
er reports from almost all the produc
ing areas so far are encouraging but 
it is still much too early to talk about 
the crop. Al l that one can say is that 
the crop will have to be really a bum
per one. around 64/65 lakh bales, to 
produce any significant impact on 
cotton prices. This is because Cotton 
consumption is increasing year by 
year. Total mill consumption during 
the first nine months of the current 
season — September to May — is 
placed at 45.60 lakhs bales against 
42.24 lakh bales in the same period 
last season. Consumption of indigen
ous cotton has gone up from 35 lakh 
bales to 41 lakh bales while that of 
foreign cotton is down from 7.24 lakh 
bales to 4.60 lakh bales. The spot cot
ton market has been displaying a 
quiet tendency for the past few weeks 
which is not unusual for this time of 
the season. 

A conference of representatives of 
the agricultural produce markets and 
the cooperative cotton societies of 
Gujarat held on August 1 expressed 
considerable concern over the accu
mulation of stocks of nearly 2 lakh 
bales of unsold cotton. The situation 
is said to have arisen mainly because 
of the restrictions on the movement of 
Digvijay cotton in the mid-season. Re
liable reports indicate that the Indian 
Cotton Mills' Federation is study-
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ing the feasibility of entering 
the Gujarat market with a view 
to lifting a part of the accumulated 
stocks which will later be allot-
ed to the needy mills in course of 
time. Bengal Deshi prices have con
tinued to hold steady because of fairly 
good demand from shippers mostly 
against their previous commitments. 
Sales up to July 31 total 2.27 lakh 
bales. Imports of cotton this season 
up to July 18 total 5,74 lakh bales 
which is 1.47 lakh bales less in the 
corresponding period last season. 
Oilseeds 

Activity Paralysed 
T H E oilseeds trade is having a very 

uneasy time. Activity in the 
futures market had been almost at a 
standstill for quite some time and 
since recently business in the spot 
market has also been virtually paralys 
ed. The difficulties of the futures 
market arose with the ban of forward 
trading in groundnut and its products 
and the arbitrary low ceilings in res
pect of castor and linseed. But the 
confusion that prevails in the spot 
market is mainly the outcome of the 
various measures taken by the Gujarat 
Government to bring down edible oil 

prices within the State. The ban 
on the movement of groundnut and 
groundnut oi l outside Gujarat, freezing 
of stocks and restrictions on sales 
within the State and fixing the price 
of groundnut oil for sale to consumers 
at Rs L95 per kilogram - all these 
measures have had far reaching reper
cussions on the oilseeds trade outside 
the State and more particularly in 
Maharashtra. The price of groundnut 
oil has come down from Rs 44 to Rs 
31.95 (per 16 kilograms) in Gujarat, 
but in Bombay groundnut oil is still 
quoted around Rs 25.50 (per 10 kilo
grams) after having touched a high of 
Rs 26.50. Wide disparities in prices 
at different places arising from the 
actions taken by different State Gov
ernments have led to widespread na
tional discontent which is already be
ginning to threaten industrial peace. 

Groundnut and groundnut oil have 
continued to display remarkable 
strength despite the ban on export of 
oil. And the high price of groundnut 
oil has influenced prices of other oils. 
Unseed oil has gone up by about Rs 
2 per 10 kgs to Rs 21.70 over the past 
one month or so. And the rise in 
castor oil has been even more pro
nounced which, of course, is due part

ly to sizable purchases by Russia. 
After being marked up from Rs 15.50 
to Rs 18.60, castor oil Commercial is 
currently quoted around Rs 17.45 
(per 10 kgs). Russia is reported to 
have purchased nearly 8,000 tons of 
castor oil over the past few weeks. 
Groundnut extractions have been 
slightly subdued recently though the 
current quotation around 416 per ton
ne is only about Rs 15 below the 
highest recorded this season. Inquiri
es from the Communist countries have 
been limited. 

The supply position being what it 
is, there seems little chance of any big 
decline in oilseeds prices from the cur
rent levels in the immediate future. 
The near-distant outlook wil l depend 
on the progress of the monsoon and 
the Government's ability to secure 
soyabean oil and tallow from the U S 
for which negotiations have been go
ing on for some time. It is understood 
that two delegations wil l soon be go
ing to the U S to discuss arrange
ments for the import of nearly 1 lakh 
tons of soyabean oil and 50,000 tons 
of tallow under P L 480. The out
come of these negotiations wil l be 
awaited with keen interest. 
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