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Dalal Street Retreats Further 
Thursday, Morning 

ALAL STREET which had been 
drifting idly lower for quite some 

time slipped rather badly last week, 
the hitherto orderly retreat develop
ing into a virtual rout near the week
end. Losses suffered were large and 
widespread and last week's decline 
carried the market below the July top, 
thereby retracing nearly half of the 
ground gained after the panicky low 
on May 27. Technical considerations 
can easily produce a setback of that 
order and it is quite normal for mar
ket psychology to turn distinctly bear 
ish with the fall in prices. Apart from 
the process of normal technical adjust
ment, the pace of the recent decline 
has been considerably accelerated by 
fear of political trouble in Kashmir 
following the arrest of Bakshi Gnu-
lam Mohammed, continuing raids in 
search of unaccounted money, the pro
posal to restrict the life of blank share 
transfer to six months and possible 
labour trouble on the day of Bharat 
Bandh (September 25). The selling 
that has been noticed over the past 
few days is not merely in the nature 
of corrective profit-taking. The fall has 
been steep enough to unnerve even 
strong bulls, and bears have not been 
slow to exploit the situation. 

That the stock market should have 
felt uneasy over the proposed Bill to 
amend the Companies Act which 
really seeks to safeguard the interests 
of investors by ensuring proper admin
istration of the funds and assets to 
the companies supports the popular 
view that it is the speculator and not 
the investor who really dominates the 
market and sets the tune. There seems 
little doubt that short-term move
ments in the market are influenced 
mainly by the doings of powerful 
speculators. But the stock market's 
reaction to the proposal restricting the 
life of blank share transfer to six 
months, though exaggerated, is not 
without basis. There is reason to think 
that the proposal, if implemented in its 
presented form without any modifica
tions, would tend to push up carry
forward charges, raise the cost of 'bull' 
operations thereby acting as a check 
on the rising trend in equity prices. 
The proposal wi l l particularly hit 
dealings in shares of companies which 
do not pay any dividends. 

The stock market is at present in 

ROUNDNUT and groundnut oil 
continue to make news. It is not 

because the trade and the Forward 
Markets Commission have not yet been 
able to agree on the terms and con
ditions of hedge trading in new con
tracts but because of their sky-high 
prices and the difficulty of securing 
even at these prices sufficient oil to 
meet the normal consumer demand. 
The Maharashtra Government has been 
obliged to make arrangements for the 
supply of groundnut oil and refined 
coconut oil to consumers at lower than 
market prices (which also are prohi
bitive) through co-operative stores and 
fair price shops. Maharashtra's difficul
ties are understandable as it is depen
dant to a very large extent on its sup
plies from outside sources. But the 
situation does not seem to be any the 
better in Gujarat which produces nearly 
one-third of the total groundnut crop 
in the country and consumes hardly 
20 per cent of it within the State. 
Despite the ban on exports outside the 
State imposed some 9 weeks ago, con
sumers there are complaining about 
shortage of supplies. And not with 
standing numerous appeals and warn
ings, the Gujarat Government has been 
unable to acquire through requisition
ing any worthwhile stocks. The Chief 
Minister of Gujarat has recently an

nounced that the Government is not 
thinking of lifting the price control on 
the sale of groundnut and groundnut 
oil or removing the ban on exports 
outside the State. The Uttar Pradesh 
Government has imposed stricter curbs 
on the movement of oils, oilseeds and 
oilcakes outside the State. 

Assuming favourable weather until 
the time of the harvest, the new 
groundnut crop is expected to set a 
new all-time record. The early matur
ing crop has already started moving 
into the market; the pace of arrivals 
is, o f c o u r s e , v e r y l i m i t e d . 
The prevailing high p r i c e s of 
groundnut and groundnut oil despite 
prospects of a record and improved 
supplies after about a month and the 
decision of the Gujarat and Uttar Pra
desh Governments to continue export 
curbs indicate that the 1963-64 season 
will be ending with a negligible carry
over. If that be so, edible oil prices 
might again develop tremendous firm
ness after the normal seasonal decline 
if the Government of India adopts a 
liberal export policy and does not 
suitably revise the present formula for 
fixing vanaspati prices. It is foolish to 
think that groundnut oil can be main
tained at any particular level if it is 
profitable to export oil at much higher 
prices because of export incentives 
and/or if vanaspati manufacturers are 
able to market their product at almost 
any price. It would be unfortunate if 
the unhappy experiences of the 1963-
64 season were allowed to be repeated 
during the new season. The export 
policy for groundnut oil should not be 
determined merely on the basis of the 
groundnut crop but on the assessment 
of the overall supply position of oil-
seeds in the country. 

Notwithstanding the acute shortage 
of supplies at present, groundnut and 
groundnut oil prices are bound to re
gister a substantial rise in the next 
few months and this is already evi
dent from the huge discount at which 
distant deliveries of groundnut oil are 
quoted. Against the spot price of about 
Rs 32 (per 10 kgs), groundnut oil 
October delivery is quoted around Rs 
24.75, November Rs 20.25 and Decem
ber Rs 19.25. But this is a normal 
seasonal phenomenon and ii would be 
unwise to read too much into i t . 
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Groundnut Oil Crisis 

Oilseeds 

an extremely unsettled mood. The 
speculative market has a habit of over
doing things. The reactionary trend 
being still in progress, it is difficult to 
say when the market might take a 
decisive turn. Since the current phase 
has been in evidence for over four 
weeks and the fall has been quite steep, 
the market might not take long to 
resume its upward journey. The Fin
ance Minister Krishnamachari has as
sured that nothing shall be allowed to 
hinder industrial growth and he also 
seems fully seized of the poor state 
of the capital market. And the Prime 
Minister Shastri's recent utterances on 
planning and economic issues clearly 
indicate that the Government's attitude 
is now more practical than before. 
These hold out the hope of a better 
future for investors. 
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Groundnut Futures 
The trade and the Forward Markets 

Commission have not yet been able to 
agree on the terms and conditions for 
hedge trading in groundnut and 
groundnut o i l ; surprisingly enough, 
groundnut expeller does not find any 
mention in the discussions on hedge 
trading. The trade has suggested that 
in order to curb speculative activity 
a margin of Rs 2,000 per 25 tonnes 
may be imposed when the price of 
groundnut rises beyond Rs 275 (per 
250 kgs), that the free l imit for mar
gin should be fixed at 500 tonnes and 
that the outstanding open position 
should be restricted to 7,000 tonnes. 
The Commission has been insisting 
that the rate of margin should be Rs 
5,000 and that it should come into 
operation at Rs 250, that the free 
limit should not exceed 300 tonnes and 
the outstanding open position should 
be restricted to 5,000 tonnes. 

If the all-mighty Commission does 
not yield, the trade wil l have to sub
mit as there is no other go. For specu
late it must. There are quite a large 
number of traders who live on fluctua
tions; whether in the p r o c e s s , 
forward trading serves any useful 
economic purpose it is a moot point. 
While the trade will ultimately accept 
any terms which the Commission lays 
down for hedge trading, there can be 
no doubt that the rate of margin sug
gested by the Commission is very exor
bitant. Hedge trading loses much of 
its utility (or is it just fun) if the rate 
of margin is almost as heavy as is 
charged by banks for stocking the 
goods. Moreover, it is improper to 
keep the margin limit at one fixed 
level for all the hedge contracts dur
ing the season. But no matter what 
may be the rate of margin, free limit 
and the volume of net open positions, 
the smooth working of the hedge con
tract is likely to be seriously affected 
if the Gujarat and Uttar Pradesh Gov
ernments do not take early steps to 
remove the ban on the export of 
groundnut and groundnut oil outside 
their States. Delivery against the hedge 
contracts in Bombay is allowed at 
several upcountry centres and what is 
more, the inferior Kanpur Bold variety 
of groundnut is allowed to be tendered 
at par. Before permitting hedge trad
ing in the new crop contracts, the 
Forward Markets Commission should 
persuade the Government of India to 
ask the States concerned to remove 
restrictions on the movement of goods 
outside their States. While the Gujarat 
Government wi l l perhaps be compelled 

by the force of circumstances (that is 
when the crop movement gets into 
swing and prices come down under 
pressure of arrivals) to l i f t the export 
ban, one cannot be too sure about U P. 
Market reports suggest that in U P 
there is lot of politics involved in the 
making of policy for oilseeds. In any 
case, it would perhaps be advisable to 
wait for the resumption of forward 
trading in groundnut and groundnut 
o i l until the restrictions on the move
ment of goods are done away with. 

Trading in oilseeds futures last week 
was far from being an exciting affair. 
Though prices recorded moderate 
gains, particularly after the U P Gov
ernment's announcement of fresh curbs 
on the movement of oilseeds outside 
the State, the volume of business con
tinued to be on the rather low side. 
Speculative interest centred mostly 
around castor which improved from 
Rs 175.75 to Rs 179.12 and at its 
Wednesday's closing of Rs 178.75, the 
March contract showed a net gain of 
Rs 1.37 over the week. Unseed March 
improved from Rs 39.31 to Rs 40.41 
and closed at Rs 40.31 against Rs 
39.66 a week earlier. Cottonseed Janu
ary moved between Rs 101.75 and Rs 
103.25 without much activity. 

Export houses did not report any 
important fresh business last week. 
Apart from the fact that the Commun
ist countries which have been figuring 
as important buyers from time to lime 
have taken up almost all the require
ments under the funds available, fresh 
export business in groundnut extrac
tions has been rendered extremely dif
ficult by the scarcity of supplies here 
which has pushed up Indian prices to 
very high levels. Business is unlikely 
to revive in a big way unless the trade 
is reasonably assured of satisfactory 
supplies at economic prices. Export 
activity in castor oil has continued to 
be almost at a standstill and shippers 
are more concerned about fulfilling 
their outstanding contracts against 
which they have already purchased 
the oil but have not been able to ship 
it due to the labour trouble at the 
docks. Arrangements are now being 
made to ship the oil soon. Moderate 
business continues to be reported in 
cottonseed cake, mostly with the U K. 

729.75 and closed unchanged over the 
week at Rs 728.25. Activity in futures 
continues to be predominantly profes
sional and of a jobbing nature. The 
daily fluctuations are too small to at
tract the outside public. While the 
general trading sentiment continues to 
be subdued because of the encouraging 
weather reports from almost all the 
cotton growing tracts, bears are reluc
tant to be aggressive because the crop 
has still some crucial weeks to pass 
through. On current indications, the 
1964-65 crop is expected to exceed 63 
lakh bales—a new record—and with a 
very large carryover from the previous 
season, the textile industry can rest 
assured of ample supplies of raw mate
rial at well below the ceilings through
out the season. If the new crop turns 
out to be really as large as is gene
rally anticipated, cotton prices are 
likely to register quite a sizable de
cline from the current levels. While 
futures have been drifting idly for 
several weeks, the spot market has 
turned distinctly easy during the past 
few days. New crop quotations have 
declined by about Rs 25 to Rs 35 
per candy. Mills' interest is virtually 
confined to good quality cottons and 
they are not eager buyers even of good 
lots. There has, however, been a con
siderable revival of export business in 
Bengal Deshi recently. Japan, France 
and Italy have figured as prominent 
buyers. Sales registered up to Septem
ber 21 are placed around 42,000 bales 
of which some 25.000 bales are said 
to be of old crop Deshi. 

I C C C to Go 

New Delhi's decision to abolish the 
Indian Central Cotton Committee and 
eight other committees has been 
strongly criticised by the ICCC which 
held its 90th session recently. At a 
time when the country's needs to 
make an all-out effort to step up agri
cultural output, the Government's de
cision to do away with important com
modity committees appears rather sur
prising. While there seems considerable 
substance in the official view that the 
role played by these committees in re
gard to increasing the output of the 
commodities concerned has not been 
significant, it is difficult to appreciate 
how the abolition of these committees 
wil l help unless these committees can 
be replaced by a more efficient organi
sation to deal with the situation. The 
research institutions run by the nine 
committees are not to be wound up 
but they wil l be taken over by the 
Indian Council of Agricultural Re
search. 

1581 

Cotton 

Dullness Persists 
IT has been another dull week on 

the cotton market. Jarilla March 
fluctuated between Rs 725.75 and Rs 
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Judged by the miserably low yield 
of cotton in India— the lowest in the 
world—the contribution made by the 
Indian Central Cotton Committee in 
regard to stepping up cotton produc
tion is indeed disappointing. The in
crease in cotton production that has 
taken place over the years has been 
due essentially to the increase in area 
under cultivation. Referring to the im
provement achieved in cotton pro
duction during the last three years, 
Shri A D Pandit pointed out in his 
presidential address at the 90th session 
of the ICCC that this had not been 
due to anything that either the eco
nomist or the extension worker had 
done; it was more due to the compa 
ratively better season. Agricultural re
search in India was not problem-
oriented, said Shri Pandit. One would 
have wished that Shri Pandit had ad
dressed these observations to the 
Union Ministry of Food and Agricul
ture, of which he is the Special Secre
tary, instead of to the ICCC. If the 
Government does not still know as to 
what factors are limiting the yield of 
cotton (and of other crops), one won
ders how the Fourth Plan target of 
85 to 90 lakh bales of cotton is to be 
achieved when there is hardly scope 
for bringing more area under the crop. 

Money Market 
Thursday Morning 

HE special demand for funds 
which pushed up the inter-bank 

call money rate to 3 per cent by the 
middle of last week tapered off by 
the end of the week. Within 3 days 
the rate receded to 1.25 per cent. 
During the current week funds have 
changed hands even at I per cent. 

Scheduled banks' return for the 
week ended September 11, published 
on Saturday last, reflects the relatively 
more comfortable condition of the 
banks which did not warrant any 
stringency in the money market. De
posits rose by Rs 5.31 crores and bank 
credit fell by Rs 4.08 crores. As de
posits with the State Bank shrank by 
Rs 2.69 crores, the rise in deposits 
with other scheduled banks must have 
been higher. Again, since the rise has 
occurred in time deposits, it may be 
assumed that public demand for funds 
will not be a factor causing any strin
gency in the market. During the week, 
scheduled banks' cash and balances 
with the Reserve Bank show a rise of 
Rs 6.82 crores, but if the State Bank 
is excluded the balances show a tail of 
Rs 3.63 crores. Borrowings from Re
serve Bank also stand reduced by Rs 

2.88 crores. In any case, scheduled 
banks' statement does not appear to 
indicate a period of tight money con
ditions ahead. The easiness in the cur
rent week thus appears quite natural 
apart from the impact of the slack 
season. 

There has been a sharp setback of 
Rs 29.19 crores in the investments of 
scheduled banks in Government secu
rities, but this is mostly due to dis
investment of Rs 31.03 crores by the 
State Bank. As the banking system as 
a whole has given up the securities at 
a time when it has to conform to the 
new liquidity ratio requirement, the 
banks appear to have already set their 
houses in order; or changes would 
have occurred among themselves. The 
disequilibrium which occurred in the 
call loan market on or about Septem
ber 16, might not have anything to 
do with the new liquidity require
ment. 

Tenders for Treasury Bills attract
ed more funds during the week ended 
September 22. The return on the Bills 
improved fractionally to 2.399 per cent. 
(2.386 per cent). Intermediates sold 
between September 16 and 19 netted 
Rs 7.975 crores. 

As against an expansion of Rs 31.05 

T 
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crores in active notes during the fort-
night ended September 11, there has 
been a contraction of Rs 31.36 crores 
during the week ended September 13, 
according to the latest return of the 
Reserve Bank. The Banking Depart-
ment has also surrendered Rs 11.60 
crores of notes and as such the total 
notes withdrawn by the Issue Depart
ment have amounted to Rs 42.96 cro
res. This is again a reflection of the 
comfortable conditions prevailing in 
the money market. 

Central Government deposits have 
sunk by Rs 26.64 crores and those of 
State Governments by Rs 12.19 cro
res while their aggregate " borrowings 
have increased by Rs 2.52 crores. On 
the other hand, scheduled banks' bal
ances have swelled by Rs 7.60 crores 
and their borrowings have gone down 

by Rs 1.11 crores to a mere Rs 93 
lakhs. Accretion to scheduled banks 
deposits, rise in their balances with 
the Reserve Bank and fall in their bor
rowings may be due to shift of funds 
from governments to the public. 

The transfer of rupee securities of 
Rs 45 crores from the Issue Depart
ment as a sequel to contraction in note 
issue (Rs 42.96 crores) and inflow of 
rupee coins (Rs 2.04 crores) has not, 
however, been reflected in the Bank
ing Department, where investments have 
fallen by Rs 19.44 crores and Trea
sury Bill holdings show a reduction of 
Rs 1.74 crores. 

Foreign assets have moved up by 
Rs 2.35 crores to Rs 98.87 crores due 
to a rise in foreign balances by Rs 
2.35 crores. 

Hindustan Motors 

IN DUST AN Motors has reported 
that production of vehicles during 

the year ended March 31, 1964 was 
less than in 1962-63. The lower pro
duction is attributed partly to frequent 
interruptions in the working of the 
plant due to non-availability of requi
site licences for raw materials and com
ponents in time and partly to irregular 
and inferior supply and frequent rejec
tion of components manufactured by 
ancillary industries. Car production was 
suspended for about 3 months in the 
second quarter of the year and manu
facture of trucks could be carried on 
only on a limited scale. In the latter 
half of the year, however, through in
creased efforts, output was stepped up 
but even then it remained below tne 
previous year's level. The Directors feel 
that t i l l supplies of indigenous and im
ported components and raw materials 
become regular and adequate, there is 
little possibility of increased production. 

In spite of the fall in production of 
vehicles, the turnover exceeded that of 
the previous year by Rs 3.27 crores at 
Rs 32.56 crores. This, according to the 
Directors, is due on the one hand to 
increase in production in the heavy en
gineering division which manufactures 
cranes, excavators, scrapers, bulldozers, 
dampers, etc, and on the other hand 
to increase in the levy of taxes. The 
pre-tax profit after providing Rs 106.25 
lakhs (Rs 71.50 lakhs) for depreciation 
amounted to Rs 291.89 lakhs as against 
Rs 350 lakhs in 1962-63. The decrease 

in the profit percentage year to year 
is the result of a continuous rise in the 
cost of production and increase in the 
prices of lyres, tubes and some compo
nents without a corresponding rise in 
the price of vehicles. The Directors 
complain that while the prices of vehi
cles manufactured by the automobile 
industry are controlled by the Govern
ment, no control on the prices of com
ponents produced by ancillary indus
tries or on raw materials exists. Cost 
of production is rising year by year 
not merely on account of a rise in the 
prices of raw materials and components 
but also due to increasing salaries, 
wages, expenses and Government levies. 

The Directors appear to be also ag
grieved over the policy of the Govern
ment in not permitting the vehicle ma
nufacturer to put up the prices of ve
hicles in proportion to the rise in pro
duction costs. They contend that it wil l 
be unrealistic to compare the telIing 
price of a vehicle in India with that 
manufactured in European countries. 
Unlike the European manufacturer who 
is able to obtain his equipments from 
his own country, the Indian counter-
part is dependent for such equipments 
on imports from America. The capital 
cost of American equipment is much 
higher while transportation costs, im
port duty, etc, raise costs to almost 
double the level in any European coun
try. Similarly, raw materials which are 
imported from abroad with various 
charges cost about 50 per cent more. 

The indigenously produced raw mate
rials and components in most cases cost 
almost double of what the European 
manufacturer has to pay. Under such 
conditions, it is impossible, the Direc
tors say, to manufacture a vehicle whose 
sale price could be comparable to that 
in European countries, unless and until 
all the raw materials and equipment 
can be had in India at competitive 
prices. As it is, some of the automobile 
manufacturers in India find themselves 
in a position where they are unable to 
make reasonable profits. Out of the 
profits, provision for taxation absorbed 
less at Rs 143 lakhs compared with 
Rs 222.50 lakhs. Dividend has been 
maintained at 11.5 per cent. 

The Company has increased steadily 
the indigenous content of its Ambassa
dor cars and Bedford trucks and it wi l l 
be able to achieve the target of 90 per 
cent by the end of the year on the 
installation of machinery which is be
ing imported now. Despite a large in
crease in the number of vehicles on the 
road, the Company has not found it 
possible to maintain satisfactory supply 
of spare parts to customers owing to 
shortage of foreign exchange. It is the 
view of the Directors that shortage of 
cars should be met by increased pro
duction of existing models in the im
mediate future. 

For manufacturing Bedford Engines 
and increasing truck production capa
city to 15,000 a year, the Company has 
secured a foreign exchange loan of 23 
million dollars from A I D of the 
United States and negotiations are pro
ceeding for a further loan for the same 
purpose. 

The heavy engineering division of the 
Company has made satisfactory pro
gress. Sales of equipment is keeping 
pace with production. Further expan
sion of production of cranes, shovels, 
etc, is being planned with the ad of 
a foreign exchange loan. 

Aluminium Industries 

LUMINIUM Industries has restor-
ed the dividend to 18 per cent 

for the year ended March 31, 1964 
after a cut to 15 per cent in the pre
vious year. The profit after providing 
Rs 20.24 lakhs (Rs l4.27 lakhs) for dep
reciation and Rs 30.00 lakhs (Rs 39.50 
lakhs) for taxation has risen from Rs 
15.90 lakhs to Rs 29.86 lakhs. Besides 
a higher distribution of dividend in
volving Rs 22.73 lakhs (Rs 15,00 lakhs), 
the Company has added Rs 2 lakhs 
(Rs 1 lakh) to its General Reserve rais-
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