
AROUND BOMBAY MARKETS 

Shares Rally at Week-End 

THE rot continued almost right 
up to the week-end. It was 

only on Tuesday, May 25, after a 
brief ini t ial spell of pronounced 
weakness, that the stock market was 
able to present a somewhat steadier 
appearance. A n d here again, it 
was the spurt in Tata Steel, inspired 
by reports of further massive pur
chases by the Life Insurance Corpo
ration, that really stemmed the rot. 

Earlier during the week, equities 
continued to seek new low levels and, 
wi th very slight interruptions' the 
declining trend continued unt i l early 
dealings on May 25 when the market 
made its week's low—a new low for 
over two years. The decline was 
caused mainly by bull l iquidation 
which war to some extent in the na
ture of distress selling. Bears too took 
their chance and though they were 
not aggressive, their selling was 
sufficient to depress prices because of 
the utter lack of support. And 
strangely enough Engineering shares 
which are generally considered to be 
growth shares were the worst to 
sutler, Tata Locomotive led the 
decline; tin; selling in these shares 
was attributed to the proposal re
garding issue of preference capital 
and the extension of the life of the 
existing debentures wi th a higher rate 
of interest. Cotton M i l l shares also 
came under considerable selling on 
reports of further accumulation of 
stocks wi th the mills. 

The market took a sudden turn on 
Tuesday when the word went round 
that the LIC had purchased a further 
big parcel of Tata Steel shares and 
that it proposed to lend substantial 
support to the market, presumably at 
the instance of the Government of 
India which is said to be getting in
creasingly worried over the continu
ing downward trend in equity prices. 
Romours were current that the Fin
ance Minister Krishnamaehari would 
soon be visiting Bombay and holding 
talks to have a better understanding 
of the stock market slump. Senti
ment was further aided by optimistic 
reports about an early ceasefire on 
the Kutch border, though Wednes
day's daily papers carried reports that 
the Pakistani troops had again broken 
the uneasy truce. 

In Tuesday's smart rally, many 
shares managed to make good a 

major portion of the losses suffered 
earlier in the week. Tata Steel which 
led the rally scored an impressive rise 
and moved to a new high point for 
several weeks. Technical considera
tions favour recovery. The decline 
in prices has brought about a signi
ficant improvement in yields' and the 
average yield on equities now works 
out to around 7.8 per cent- which is 
probably an all-time high. 

COTTON 

Prices Harden Father 

COTTON prices last week hardened 
further, though the turnover in 

ready as well as futures continued to 
be extremely restricted. The August 
hedge contract was marked up to a 
new high of Rs 773.25 and a rise of 
another Rs 2 would take it beyond 
the ceiling prescribed for the pre
delivery period. This does not mean 
that futures dealings will come to a 
dead end if the hedge contract: is 
quoted at above Rs 775 (per 3 
quintals). Business wi l l be conducted 
but unofficially and transactions wi l l 
be recorded at the maximum per-
missiblc rate, the premiums being 
paid and received in cash. The 
'pugree' system makes its appearance 
wherever there are controls and the 
futures markets are no exception to 
is Margin becomes payable on 
cotton futures when the rate moves 
beyond Rs 775. But this makes 
l i t t le sense since no business is sub-
posed to be put through officially at 
that price during pre-delivery period. 
Nobody perhaps need bother about 
the developments in the cotton fu
tures market as the volume of busi
ness has shrunk to negligible pro
portions, with the daily turnover 
averaging hardly around 2,000 bales. 

Strength was more marked in 
staple varieties such as Co 2 and 
Digvijay. The firmer tendency in 
cotton prices last week was due 
largerly to uncertainty about the 
immediate prospects for imports as 
a result of the recent import curbs. 
Uncertainty persists despite official 
clarification that the proposed restric
tions do not imply a blanket ban on 
imports. Informed sources do not 
expect the industry's production 
schedule to be upset since neither 
PL 480 cotton nor cotton against any 

any barter deal comes under the 
recent import curbs. Besides, imports 
of foreign cotton between September 
I and May 15 at 5,99,970 bales are 
considerably larger than imports in 
the same period last season, amount
ing to 4.88,025 bales. 

Cotton prices have continued to 
display marked strength despite acute 
financial stringency and slow off-take 
of cloth which has led to heavy 
accumulation of stocks of cloth wi th 
the mills. The April-end figures of 
3,81.000 bales of cloth (of 1,500 
yards each) and 1,49,000 bales of 
yarn (of 100 lbs each) are a record 
high for over two years. If cotton 
prices have continued firm despite 
accumulation of cloth stocks wi th the 
mills it is because cotton consump
tion has been maintained at a higher 
level than in the previous season and 
The 1964 65 crop has been smaller 
than in the preceding season. 

With cotton pi ices ruling near the 
ceiling, one really wonders why the 
authorities — should at all be much 
concerned about safeguarding the 
interests of growers. The Maharashtra 
Government is reported to be con
sidering the desirability of embark
ing on monopoly purchase of cotton 
in the State to break through the 
impasse created by the private cotton 
traders and agencies by their refusal 
to effect smooth and regular sup
plies of cotton to the mills. 

Deshi Cotton Export 

While the Government should 
avoid getting itself involved in the 
marketing of cotton which had 
better be left to the private trade, 
there is perhaps a good deal to be 
said in favour of canalisation of 
cotton exports which is reported to 
be under the consideration of the 
Government of India. Export of 
Bengal Deshi is rein lively easy and 
it is quite profitable. Canalisation of 
export could eliminate undesirable 
competition in a commodity the 
market for which is reasonably 
assured. Whether canalisation of ex
port: would prove more profitable 
from the country's point of view 
would, of course, depend on the 
honesty and efficiency of the autho
rities entrusted with the job. 
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OILSEEDS 

Linseed a t N e w H i g h 

THE oilseeds market had quite an 
exciting time last week, w i th 

speculative interest centring mainly 
around the nearby June contracts. 
Strong bull manipulation which forc
ed bears to rush for a cover pushed 
both linseed and castor further beyond 
their respective margin line of Rs 
100 and Rs 80 (both per quintal), 
Margin has to be paid by bulls at 
the rate of Rs 1000 per 10 tonnes in 
the case of linseed and at rate of Rs 
800 per 10 tons in the case 
of castor when prices rise above 
the first marginal line. Linseed 
June contract was bid up last week 
to a new high of Rs 101.30 and the 
week-end closing was only a litt le 
lower at Rs 101.05. The September 
contract was quoted at a discount 
ranging from 40 to 55 Paise below 
the nearby position. Castor June 
was marked up to Rs 80.35 but it 
soon receded to Rs 79.10. The 
September contract which had been 
fetching a small premium unt i l about 
the middle of the week was quoted 
at a discount of 30 Paise per quintal. 

The bullish fervour in linseed was 
attributed mainly to persistent sup
port from north India operators who 
seem to have been emboldened by 
their success in rigging up mus ta rd -
seed prices. Though further trading in 
rnustardsced, as in many other seeds 
and it cakes is banned, illegal 
speculative activity in rnustardseed 
is reported to have assumed menac
ing proportions in Delhi, Agra, 
Bhatinda, Kanpur and a few other 
places. 

Despite considerable excitement 
and bullish fervour in the futures 
market, linseed oil merely held 
steady around the previous week's 
level. After rising from Rs 20 to Rs 
20.50, the spot quotation for linseed 
oil eased quickly to Rs 20 (per 10 
kgs) by the week-end. Castor oil was 
in fact slightly subdued due to lack 
of any important inquiry. Market sen
timent in linseed oil as well as castor 
o i l was influenced mainly by the 
easier tendency in groundnut o i l the 
spot quotation for which declined 
from Rs 25.10 to Rs 24.25 (per 10 
kgs) on increased arrivals from va
rious upcountry centres. It appears 
that stockists in upcountry centres 
and various' producing areas are be
ginning to feel a l i t t le uneasy because 
of the approach of the rnonson. Be
sides, w i t h the arrival of some 30,000 
tonnes of soyabean o i l , vanaspati ma

nufacturers are no longer reported as 
aggressive buyers of groundnut o i l . 

Export activity continued to be 
virtually confined to groundnut ex
tractions and cottonseed cake. While 
fairly good business was reported in 
align groundnut extractions, internal 
prices suffered a moderate decline due 
to increased offerings. 

Overseas' quotations were slightly 
easier over the week. 

Money Market 
Thursday, Morning 

COMFORTABLE conditions pre-
vailed in the Bombay short-term 

money market during the week. The 
inter-bank call money rate was lower 
than in the previous week and at the 
time of wri t ing stood at 7¾ per cent 
against 8] per cent on Saturday, May 
22. Demand for funds was moderate 
and supply good' 

Funds have been steadily entering 
the market and it is expected that the 
interest rate w i l l come down further' 
though not, of course, to the levels 
prevailing at this time last year. The 
Reserve Bank has already directed the 
scheduled Banks to use the entire re-
lurn flow of funds in the slack sea
son and the accretions to deposits 
for repaying borrowings from it and 
for investing in government securities 

BUSINESS NOTES 

THERE has been a substantial 
expansion in our i ron and steel 

industry, but this has been mainly 
focussed on the large scale produc
tion of mi ld steels in the integrated 
steel works. For some time now 
the urgent need has been recognised 
for developing the production of 
special steels in relatively small 
quantities also. Imports of these 
steels are at present a drain on the 
country's foreign exchange resources. 
This task is being under-taken by 
both public and private sectors of 
industry. Guest, Keen, Williams has 
made a study of possible further 
expansion in this specialised field of 
development, for this expansion can 
be of immense benefit to the com
pany not only in safeguarding its 
vi tal needs of raw material but also 
in strengthening its ties w i th the i n 
dustries, particularly the transport 
industries, which consume these steels. 

and special Treasury Bills. Banks are 
thus unlikely to have a surfeit of 
funds in this slack season. 

The scheduled bank's statement for 
the week ending May 14 shows an 
increase in net deposits by Rs 17.81 
crores to Rs 2,644.16 crores. Invest
ments were lower at Rs 718.15 crores 
against Rs. 718.30 during the previ
ous week. Bank credit increased by 
Rs 6.47 crores at Rs 2,119.63 crores. 
Bank's borrowings from the Reserve 
Bank went up by Rs 5.14 crores and 
stood at Rs- 166.29 crores, a new 
high. Money at call and short notice 
advanced by Rs. 1.54 crores to Rs 
46.03 crores. 

Notes in circulation contracted by 
Rs 39.80 crores to Rs 2,729.78 crores 
during the week to May 22, accord
ing to Statement of the Reserve Bank 
and notes held wi th the Banking De
partment increased by Rs 5.43 crores 
at Rs 20.08 crores. Total notes issued 
thus declined by Rs 34.37 crores at 
Rs. 2,749.85 crores. 

Central Government deposits i n 
creased by Rs 15.51 crores to Rs 67.38 
crores, while State Government's de
posits were reduced by Rs 18 lakhs at 
Rs 17.98 crores. Scheduled banks' de
posits are higher by Rs 5.78 crores at 
Rs 100.03 crores while loans and ad
vances have declined by Rs 56 lakhs 
at Rs 163.89 crores. 

Speaking to the shareholders of 
GKW at their annual meeting held on 
May 21. 1965 in Calcutta the Chair
man, Sir Raghavan Pillai, said that 
backed by the technical and finan
cial resources of Guest, Keen, and 
Nettlefolds the company was well 
equipped to take part in this spe
cialised field. Referring to the com
pany's expansion programme in hand, 
he said that much progress had been 
made in the Sankey Division in the 
development of new products and in 
the overall expansion of capacity for 
electrical stampings production. By 
improved productivity and by the 
installation of new and sophisticated 
plant, productive capacity was raised 
by some 20 per cent. Plant for the 
manufacture of brake components for 
the automobile industry was fully 
installed at the Bhandup works dur
ing 1964, and a start had been made 
in developing the die casting of 
rotors'. This should help to conserve 

Guest Keen, Williams 
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