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Around Bombay Markets 

Wide Swings in Equities 
Thursday Morning 

DALAL STREET had a rather un-
easy time last week. The market 

did push its way further up but it was 
no easy going. Speculators' favourites, 
which continue to account for the bulk 
of business in the market, moved up 
and down quite erratically and in a 
fairly wide range. Net changes over the 
week, however, were rather small and 
the price pattern was mixed. Fluctua
tions were guided mainly by the whims 
of certain prominent professional opera
tors and these could not be satisfactori
ly explained in terms of the day-to-day 
news. Perhaps, options too had some
thing to do with the erratic swings in 
prices. Rayons which had led the re
cent recovery and had shown remark
able strength until about the middle of 
the week suffered a sharp break; Na
tional Rayon dropped from Rs 375.70 
to Rs 354 on heavy bull liquidation 
and some bear hammering. Later, 
Century declined from Rs 619 to Rs 
604 on reports that the company might 
be forced to reduce drastically its pro
duction of rayon yarn and tyre chord 
from November unless immediate steps 
were taken to increase the supply of 
caustic soda. But trading last week 
was no less notable for the spurt in 
Steel shares, particularly Indian Iron. 
Tata Steel rose from Rs 147 to Rs 151 
and Indian Iron shot up from Rs 25 
to Rs 26.50. The week-end quotations 
were lower around Rs 148.50 and 
Rs 26.10. The recent strength in 
Steels has been attributed to rumours 
about an early increase in retention 
prices of controlled items. Movements 
in Rayon and Steel shares set the tune 
for the rest of the market. 

Earlier in the week when the market 
was in fairly good mood, market men 
did not show much concern over the 
additional tax effort that would be 
needed to finance the Fourth Plan and 
they, in fact, expressed satisfaction 
over the hint of a 12 per cent return 
on investment for public undertakings; 
market men argued, and not without 
some justification, that similar basis 
would be allowed to the private sector 
as well. But later when sentiment 
turned somewhat reactionary, the 
market felt uneasy over T T K's state
ment that the Government was consi
dering a proposal for the gradual aboli
tion of the managing agency system in 
well-established industries. 
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The stock market is still in a rather 
unsettled mood. Though there has been 
a considerable increase in turnover :o-
cently, business remains predominantly 
professional. Outside public participa
tion is extremely limited. Continued 
lack of public interest in the stock 
market is not a matter which concerns 
only the stockbrokers. It shows lack 
of confidence in the outlook for equi
ties which the authorities cannot ignore 
for too long. It bears repetition that 
the success of the Unit Trust depends 
essentially on the existence of a bull 
market in shares. Holders of units in 
the Unit Trust can derive little comfort 
from the fact that these units are now 
quoted at Rs 10.45 because the effec
tive price is that at which the Unit 
Trust will be willing to purchase these 
units. This price will have to be an
nounced shortly. If the buying price is 
quoted 5 per cent below the sale price 
it will make virtual nonsense of liqui-
dity and if the purchase price is much 
higher than the par value there is a 
danger of sizable dis-investment, parti
cularly if the stock market continues 
to be in a depressed mood. The time 
is fast approaching when the Govern-
ment will have to do something to re
vive confidence in the investment 
market. The abolition of the capital 
gains tax on bonus shares and suitable 
modifications in the dividend lax could 
go a long way in toning up the market 
without any cost to the exchequer. 

Oilseeds 

Prices Ease Further 
GROUNDNUT and Groundnut oil 

spot prices suffered a further siz
able decline last week, with oil moving 
down from Rs 24 to Rs 20 (per 10 
kilograms) and groundnut from Rs 54 
to Rs 46,50 (per 50 kgs). Not many 
weeks ago, oil had touched a high of 
Rs 33 and groundnut had been bid up 
to Rs 77. Prices staged a good recovery 
near the week-end on keen consumer 
inquiry for oil because of the festival 
season. Vanaspati manufacturers were 
also reported as keen buyers because of 
the attractive margin that groundnut 
oil offers at the current prices. Current 
vanaspati prices are based on the price 
of Rs 2500 per tonne whereas the pre
vailing spot price of groundnut oil is 
around Rs 2,050. Last week's decline in 

spot prices has very nearly removed the 
wide gap between spot and near for
ward positions. Further fall in spot 
prices has very nearly removed the 
wide gap between spot and near forward 
positions. Further fall in spot prices 
ward positions. Further fall in spot 
prices will henceforth have a sig
nificant impact on futures. Ground
nut January contract was marked down 
to a new low of Rs 93.70 but it staged 
a brisk rally at the week-end and at 
its Wed nest lay's closing of Rs 94.40 
the contract showed a net loss of Rs 80 
paise per 100 kgs. Linseed and castor 
also drifted lower in sympathy on light 
but persistent bull liquidation and scat
tered hear pressure. After an early rise 
from Rs 182.87 to Rs 187.75 castor 
March declined to Rs 181 but rallied to 
close at Rs 182. Linseed March eased 
from Rs 40.12 to Rs 39.50. Cottonseed 
futures held fairly firm in sympathy 
with cotton though profit-taking pared 
a major portion of the early gain. The 
January contract which had been mark
ed up from Rs 102 to Rs 106.25 declin
ed later to Rs 104.25. 

Evidence accumulates that New Delhi 
is determined to make available essen
tial commodities at reasonable prices 
in order to mitigate the hardships of 
the common man. Strict control and 
rationing in foodgrains in big cities is 
under contemplation. Ordinance is be
ing promulgated to deal with profiteers 
and the Prime Minister has hinted at 
summary trial of erring traders. For
tunately, the record crop of groundnut 
and the reported increase in area under 
sesame and mustard crops hold out the 
prospect of more plentiful supplies of 
edible oil at reasonable prices provided, 
of course, the Government does not 
commit the folly of allowing export of 
groundnut oil , not with liberal incen
tives any way and that also not unti l 
it is clear that the mustardseed crop 
has not been damaged by unfavourable 
weather. If the Government is really 
earnest about bringing down edible oil 
prices to reasonably low levels—a price 
of Rs 1500 to Rs 1600 per tonne for 
groundnut oil would seem to be quite 
reasonable—all that it has to do is to 
declare that it has no intention to allow 
export of groundnut oil and at the same 
time fix vanaspati prices for six months 
or a year at such levels which wi l l not 
permit the manufacturers to purchase 
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groundnut o i l at more than Rs 1500 to 
Rs 1600 per tonne. The Government 
should seriously consider the question 
of fixing maximum prices for ground
nut and groundnut oi l as in the case of 
foodgrains. Restrictions should also be 
placed on the holding of stocks of 
groundnut and groundnut oil beyond 
certain specified limits. It is hardly 
necessary to add that maximum prices 
should be fixed for all the major oil
seeds, excepting castor which is prima
rily an exportable commodity. 

Exporters did not report any import
ant fresh business last week excepting 
in cottonseed cake which continue to 
evoke good interest. Groundnut extrac
tions were virtually neglected but some 
business was reported in linseed extrac
tions with Communist countries. Ex
ports of indian oils and oilcakes will 
not be affected by U K's decision to 
levy a surcharge of 15 per cent on all 
imports with effect from October 26. 
This is because imports from India 
have not been attracting any import 
duty and they will not therefore be af-
fected by the 15 per cent surcharge, 
Locally, groundnut oilcake prices have 
registered a further decline during the 
week and prices are likely to ease fur-
ther with the commencement of crush
ing operations by factories in course of 

me; arrivals of groundnut will be pick
ing up considerably in coming weeks. 

Cotton 

Futures Rise, React 
COTTON futures made a new high 

last week. But the going was by 
no means very easy. In pushing its way 
further up, the market seemed to have 
virtually exhausted all its strength. 
Jarilla March which had been bid up to 
Rs 744.75 on October 27 was sold down 
to Rs 737 the next day, though at 
vs Wednesday's closing of Rs 740.50 
the contract showed a further net gam 
of Rs 2.25 per 3 quintals over the 
week. Technical considerations alone 
could have produced the setback that 
occurred near the week-end as the mar
ket has had a very fast run recently. 
But it is quite possible that the week
end setback might mark the beginning 
of the end of the upward trend. It bears 
repetition that the recent spurt in cot-
mn futures has been due essentially to 
wrong bull manipulation and that re
ports of crop damage in Berar, Khan-
desh and the Punjab are highly exag
gerated. If the crop had really been 
damaged in a big way, the quality of 
new crop arrivals from these tracts 
would not have been so very satisfac

tory as it is generally reported. It is not 
uncommon for market men to keep re
vising their estimates about the crop 
with the change in the mood of the 
market. Informed observers continue 
to maintain that the new crop is un
likely to be less than 63 lakh bales 
though earlier forecasts of a 67/68 
lakh bales are considered to be too 
optimistic. Inquiries in the market in
dicate that speculation in cotton has 
assumed rather serious proportions in 
that half a dozen big speculators from 
the upcountry—U P is very much in 
the news—have between them accumu
lated bull positions to the tune of near
ly two lakh bales. They have taken up 
this position despite a distinctly com
fortable supply position resulting from 
a record carryover and a good harvest. 

It is true that in the spot market 
new crop cottons are quoted very near 
the ceiling rates. But not too much 
need be read into this. New crop quo
tations have been firm mainly because 
the arrivals arc still insufficient to ap
pease the appetite of some mills which 
have somehow a craze for purchasing 
new cotton even when old cotton of 
good quality can be had about Rs 100 
to Rs 125 a candy cheaper. But the 
scarcity of new cotton is unlikely to 
last for more than a few weeks. New 
crop arrivals wil l gather momentum 
after about the middle of November. 
Considering that the new season has 
just begun, it would be unreasonable to 
think that current high prices can be 
maintained for long in face of comfort
able supply. If carrying charges were 
to be added to current prices, it would 
take prices well beyond the ceilings. 
Prices are bound to decline with the 
increase in the tempo of arrivals. How 
far the decline might go would depend 
to some extent on the size of imports 
during the current season about which 
very little can be said at present. 

That a deputation of cotton growers 
and merchants of Gujarat should have 
approached the Union Minister of Com
merce for help to dispose of some 
20,000 bales of Digvijay cotton seems 
very odd in the context of the situa
tion obtaining in the market at present. 
There is little sense in blaming the 
Government for the accumulation of 
stocks as a result of the restriction on 
the movement of Digvijay cotton which 
have long since been removed. The way 
cotton growers and merchants have 
been agitating against any decline in 
prices gives the unmistakable impres
sion that they want the entire produc
tion to be disposed of only at the ceil
ing prices which is ridiculous. Ceiling 

is supposed to be the outside l imit be
yond which the rise in price cannot be 
tolerated. It is only when prices tend to 
decline to near the floor that the grow
ers should seek official support. The 
complaint has often been heard in mar
ket circles that the co-operative socie
ties with strong vested interests have 
been indulging in anti-social practices 
of hoarding and profiteering with the 
help of cheap credit. 

Exporters did not report any import
ant fresh business in Bengal Deshi. The 
prices offered by the Japanese buyers 
were stated to be Id to 1½d per lb low
er than the prevailing Indian prices. 
However, despite lack of fresh export 
business, Bengal Deshi prices firmed up 
considerably on upcountry mill buying 
and short covering by shippers. Near 
the week-end, prices eased, with the 
quotation for Bengal Deshi marked 
down from Rs 775 to Rs 758 per 
candy. 

Money Market 
Thursday Morning 

T HE short-term money market saw 
no exciting developments during 

the week which is not unusual for this 
part of the season. Inter-bank call 
money changed hands mostly at 1 per 
cent and was available after clearing 
hours even at 0.75 per cent. The 
money market in Calcutta was also un
eventful with funds roaming about at 
0.75 per cent. Similar quiet and easy 
conditions were reported in Madras 
too. 

Though the conventional slack season 
is now practically at its end. it always 
takes two to three weeks before any 
sizable demand for funds sets in to 
create tighter conditions and raise 
money rates. As on October 19, bank 
credit was only fractionally lower than 
in the previous week and was more or 
less at the same level as it was a month 
ago. Aggregate deposits were also 
lower on that date by about Rs 4.75 
crores than in the previous week. The 
decline has been going on for the last 
about three weeks. Scheduled banks' 
borrowings from the Reserve Bank in
creased by Rs 2.27 crores during the 
week to Rs 4.18 crores, but a week 
hence as on October 23, their borrow
ings were almost repaid leaving A 
balance of only Rs 44 lakhs. At the 
same time, their cash in hand and 
balances with Reserve Bank increased 
by Rs 13.94 crores although to an 
extent this was at the cost of their in
vestments which fell by Rs 10 crores. 

'Money at call and short notice' of 
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the banking system increased from Rs 
69,72 crores and Rs 74.27 crores during 
the fortnight ended October 16. A 
year ago, it was about Rs 56.20 crores 
and the call rate was only 2 per cent 
This reflects that a part of the surplus 
floating funds is now seeking employ
ment in the call loan market and such 
employment at this part of the year, 
with no keen demand for funds, may 
provide a partial explanation for me 
easy spell in the market. 

That there is a plentiful supply of 
funds is also evident from the current 
week's tenders for Treasury Bills which 
aggregated Rs 4.70 crores against Rs 
2 crores invited. This overflow of 
funds has this week depressed the dis
count rate to 2.400 per cent from 2.500 
per cent that was available for the pre
ceding two weekly tenders. Sales of 
Intermediates also netted a very sub
stantial amount of Rs 27.64 crores as 
against Rs 2.43 crores in the previous 
week and is a record for months. It is 
not unlikely that this might be the 
result of large maturities of previous 
bills seeking re-employment in the same 
source. 

It wil l also be relevant to take into 
account the fact that the current slack 
season's contraction in bank credit re
presenting the returnflow of funds be-
tween April 24 and Oct 16 has amount
ed to about Rs 131 crores compared 
with an expansion of Rs 377 crores in 
the preceding busy season from Octo
ber 25, 1963 to Apri l 24, 1964. The 
inadequate recovery of credit is how
ever to a large extent made up by a 
rise of Rs 192 crores in aggregate 
deposits. 

The prospect of a steeper rise in the 
demand for funds in the coming season 
cannot be easily visualised at this 
stage although the usual demand from 
industry and agriculture may continue 
more or less on the same scale as last 
year. But unlike last year when the 
busy season started with a liberalisa
tion of credit policy by the Reserve 
Bank, based on the experience of the 
previous season, the current busy rea
son is preceded by a revised, re
modelled and restrictive credit policy 
which may not permit bank credit to 
expand on anything like last year's 
scale. Even otherwise, borrowing will 
be limited on account of the rise in 
the lending rates as a sequel to the 
higher Bank Rate. 

Against this background, it is quite 
likely that every individual banking 
unit wi l l now be prepared to keep ade
quate funds with it without being 
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tempted to lend in order to maintain 
the higher overall liquidity ratio now 
insisted on. As a result, not only will 
new advances be curbed and limited to 
the respective sustaining capacity of 
lenders, but recall of excessive credits 
given earlier will also be inevitable. 
This wil l further satisfy the official 
policy of keeping credit within, desir
able limits. Viewed from these angles, 
the pressure on the call loan market 

wil l remain limited and may not lead 
to convulsive movements. 

Scheduled banks' balances with the 
Reserve Bank have come down by Rs 
8.56 crores during the week but against 
this, their borrowings from the 
Reserve Bank have gone down by Rs 
3,55 crores and scheduled banks owe 
only Rs 44 lakhs to Reserve Bank as 
on that date. 


