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Around Bombay Markets 

Equities Continue to Decline 
Thursday, Morning 

IT was yet another disappointing 
week for Dalai Street, Equities 

suffered a further setback under pres
sure of tired bull liquidation and mod
est bear selling. Losses were wide
spread and quite heavy in some cases. 
Premier Construction and Shivrajpur 
were perhaps the only exceptions to 
the general trend; these shares showed 
considerable strength on sustained in
fluential support based on good cor
porate news. Apart from continued 
anxiety about the food situation which 
has been threatening peace in the 
country, sentiment last week was 
affected by the modest increase in ex-
factory sugar prices and by uncon
firmed reports that R C Dutt, chair
man of the Company Law Board, had 
recommended tightening of control 
over stock exchange dealings. Confi
dence in the stock market has been 
so rudely shaken that the market is 
unable to respond to any good news 
while it is extremely susceptible to 
adverse news. Last week's decline took 
the market within a striking distance 
of its 1964 low recorded in May. Quite 
a large number of shares look quite 
attractive for buying at their current 
levels and yet investor or speculative 
inquiry is very poor. Activity on the 
stock exchange has shrunk to such 
proportions that several stockbrokers 
are reported to be thinking of switch
ing over to some other vocation. 

The Unit Trust has raised the sell
ing price of its units to Rs 10.50 but 
it is willing to buy back the units only 
at Rs 10. The 5 per cent spread bet
ween the buying and selling price of 
the units make complete nonsense of 
the concept of liquidity. Not unless 
confidence revives in the stock market, 
it is going to be an extremely tough 
job for the Unit Trust to attract the 
small investor. Who would ever think 
of buying the units of the Unit Trust 
at Rs 10.50 or higher when he cannot 
dispose it of except 5 per cent lower. 
And compared to the yield available 
on several first class scrips there is 
very little that the units of the Unit 
Trust have to commend to the in
vestor. In the prevailing mood of the 
capital market, the Unit Trust should 
consider itself lucky if it can retain 
the funds it has been able to collect 
so far. It is indeed time that the Gov

ernment gave a more serious thought 
to the question of reviving confidence 
in the capital market. Words alone wi l l 
not do; the Government wil l have to 
act. 

OILSEEDS prices last week recorded 
further sizable gains and made 

new highs for the season. Castorseed 
March shot up from Rs 184.50 to Rs 
189.25 (per 250 kgs), cottonseed Janu
ary improved from Rs 109 to Rs 11 2.75 
(per 250 kgs) and linseed March rose 
from Rs 41.94 to Rs 44.81 (per 50 kgs). 
Groundnut January advanced from 
Rs 98.15 to Rs 100,20 (per 100 kgs) 
and the rise might have been steeper 
but lor the limit on the weekly price 
rise. The strength in the spot market 
was no less marked with groundnut oil 
ready bid up to Rs 25.50 (per 10 kgs). 
There has come about a substantial in
crease in the volume of speculative 
activity in the oilseeds market and it 
has by no means been confined to 
futures. 

Never perhaps in living memory has 
groundnut oil been quoted so high at 
this time of the season as it is quoted 
at present—around Rs 2,500 per tonne. 
In order to have a reasonably good 
idea of how high oilseeds prices are, it is 
necessary to compare current prices 
with those obtaining at this time last 
year. Groundnut ready Khandesh 
variety is quoted at Rs 59 against 
Rs 43.50 (per 50 kgs), oil Rs 25 
(Rs 17), linseed ready 56.50 (Rs 37.50), 
linseed oil Rs 23.75 (Rs 15), castorseed 
Rs 42 (Rs 32.50) and castor oil Com
mercial Rs 18 (Rs 13.75). The prevail
ing high prices of oilseeds indicate 
near-famine conditions and yet the 
supply position of edible oils cannot be 
said to be so very disturbing. The new 
groundnut crop is believed to be an
other record harvest. The export of 
groundnut oil remains banned. The 
supply of 75,000 tons of soyabean oil 
under P L 480 wi l l become available 
after about the third week of December 
—imports wi l l be spread over two or 
three months. In addition, India is also 
getting 50,000 tons of mutton tallow 
from the U S during the same period 

and this also wi l l ease the pressure on 
vegetable oils resulting from soap in
dustry's demand. 

The price pattern has been complete
ly disrupted by the restrictions on the 
movement of oilseeds and oils imposed 
by certain States—Gujarat and Uttar 
Pradesh. The wide disparities in prices 
of edible oils in different States should 
soon end if the decision of the State 
Chief Ministers, taken at their recent 
conference in New Delhi, to remove ail 
restrictions on the inter-State movement 
of oils and oilseeds is implemented 
effectively. Not until the movement 
of goods is made free is it possible to 
make a proper assessment of the de
mand and supply equation on an all-
India basis. If groundnut and ground
nut oil begin to move out of Gujarat 
freely it would be reasonably safe to ex
pect an appreciable decline in prices in 
Bombay which have been pushed to 
fantastic levels. How far the decline 
might go and at what level the prices 
wil l get stabilised will depend to a very 
large extent on the Government of 
India's policy in regard to exports as 
well as vanaspati prices. The export of 
groundnut oi l is banned at present but 
uncertainty remains whether export wil l 
be permitted after some time. New 
Delhi wil l be well advised to end un
certainty in this regard by declaring 
that it has no intention to allow export 
of groundnut oil this season unless the 
price falls below a certain level. Traders 
found guilty of holding and hoarding of 
stocks beyond a certain limit must be 
strictly dealt with. Vanaspati prices 
also should be strictly controlled; the 
present formula for fixing vanaspati 
prices should be modified so that the 
vanspati manufacturers are discouraged 
from purchasing oil at any price. Prices 
and date of manufacture should be 
printed on every tin to check black-
marketing. If the Government really 
means business it should not be difficult 
to maintain edible oi l prices this season 
at reasonable levels. The Essential 
Commodities (Amendment) Ordinance 
must be strictly and honestly enforced. 

Export houses reported substantial 
business in groundnut extractions with 
East Germany, Czechoslovakia and the 
U K. In view of the restricted supply 
of goods, several shippers are reported 
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Oilseeds 

Prices at New High 



THE cotton market developed fur-
ther strength last week. In ready, 

the premiums over the basic ceiling 
prices recorded a further rise and in 
futures the March contract was bid up 
to a new high Rs 767.75. Bulls who 
had been dominating the market for a 
long while seemed apparently uncon
cerned about reports that the authori
ties were much perturbed by the steep 
rise in prices over the past month or 
so and that they were seriously con
sidering measures to bring prices down. 
This is perhaps because big speculators 
usually get to know very much in time 
what exactly the authorities propose to 
do. 

Excessive speculation, which includes 
speculative holding of stocks, must be 
discouraged. It should not be difficult 
to check bul l manipulation in futures 
through a scheme of rigorous margins 
without a free l imi t . Holding and 
hoarding of stocks should be made un
attractive. This can be done through 
requisitioning of stocks and by making 
arrangements for early supply of im
ported cotton. Import quotas for the 
current season must be announced at 
the earliest. One might not have taken 
a very serious view of the situation if 
cotton prices in India had been com
petitive wi th foreign cotton prices. 
But unfortunately, Indian cottons have 
long been quoted above world parity 
thereby undermining the competitive 
position of Indian cotton textiles in in 
ternational markets. 

Fortunately, the supply position of 
cotton is far from being uncomfortable. 
It should not be difficult to bring down 
cotton prices quite considerably if only 
the authorities could deal wi th specula
tors wi th a f irm hand and also expedite 
the supply of imported cotton. If pric
es continue on the high side, India w i l l 
find it difficult to sell i t s Bengal Deshi 

Bulls Dominate 

Cotton 

to have been unable to honour their 
commitments for October and Novem
ber. Overseas quotations have improv
ed by £ 1 -½ to £ 2 per ton over the past 
fortnight or so. Prospects of export 
business in groundnut extractions are 
rated high. Shippers have been experi
encing considerable difficulty in cover
ing their requirements of castor oil 
which they had contracted to ship to 
Russia in November. Fairly large 
business is reported to have been put 
through in groundnut HPS which how
ever, is subject to issue of export 
licences; export of groundnut HPS is 
not allowed at present. Cottonseed 
cake continued to evoke fair interest 
while linseed cake remained neglected. 


