
AROUND BOMBAY MARKETS 

Downward Drift Continues 
D A L A L STREET last week was 

forced to beat a further retreat 
under pressure of tired ball liquida
tion though the bears were by no 
means altogether reserved, The turn
over was poor and interest was ex
tremely selective with a few popular 
counters accounting for the bulk of 
business. Intermittent short covering 
and some replacement buying failed to 
produce any noticeable rally and Tues
day's closing prices for most shares 
were only slightly above the week's 
lowest levels. 

That the stock market should con
tinue to present a picture of gloom 
is scarcely surprising. President Ra-
dhakrishnan, Prime Minister Shastri, 
Deputy Chairman of the Planning 
Commission and the. Union Finance 
Minister Krishnamachari have all made 
gloomy forecasts about the economic 
prospect. It might well be that a sense 
of crisis is being created in order to 
mobilise national will and resources 
for meeting the requirements of de
fence and development. But there 
seems little doubt that the economic 
prospect is really distributing. 

There are already clear signs of a 
slackening of the industrial tempo. In
dustrial production is bound to suffer 
seriously as a result of acute shortage 
of various essential raw materials and 
components on account of insufficient 
allocation of foreign exchange. The 
shortage of foodgrains and the short
fall in production of other agricultural 
commodities have aggravated infla
tionary pressures on the economy. The 
response to the gold bonds and defen
ce loans has been so poor that a heavy 
dose of additional taxation is inevit-
able. Some of the States have already 
made known their proposals for addi
tional taxes. And taxation is one thing 
which the stock market dreads the 
most. 

Distributing as it is, the economic 
prospect is rendered even more ob
scure by political uncertainties. The 
Indo-Pakistani crisis could flare up any 
time; the implications of the uneasy 
truce with frequent violations of the 
cease-fire are serious enough. The Chin
ese troops also continue to make 
trouble on' the Sikkim border. 

The announcement of the eagerly 
awaited credit policy for the current 
busy season has failed to please the 
market. Selective liberalisation of cre
dit for defence, export and food is 
welcomed but the stock market has a 

much bigger stake in what might be 
termed as the non-priority sector and 
credit for this sector is likely to be
come costlier. 

Since equity prices have suffered 
quite a steep decline recently and there 
have also been reports of a fair amount 
of distress selling, it is quite possible 
that: the market might take a pause 
for necessary technical adjustments. 
But the market is likely to encounter 
considerable difficulty in pushing its 
way up in face of political uncertain
ties and the deteriorating economic 
situation: Several shares appear to be 
standing at fairly attractive levels but 
the general market psychology is not 
conducive to the revival of investors' 
confidence. 

COTTON 

Distribution Control 

COTTON prices have eased further 
by about Rs 10 to Rs 15 per 

candy and for the first time in many 
weeks the hedge contract (Virnar 
March) has been marked down below 
Rs 900 per 3 quintals — the contract 
touched a low of Rs 898 on Novem
ber 23. Political uncertainties, finan
cial stringency, increased pace of ar
rivals, restricted mill buying due to 
accumulation of huge stocks of both 
cloth and yarn and introduction of 
distribution control — all these fac
tors have contributed in various de
gree to the recent setback in cotton 
prices. 

Despite the recent setback, cotton 
prices continue to be well above the 
previous season's ceilings. In the cir
cumstances, far from being a cause for 
anxiety the fall in prices should be 
welcomed. The easier tendency in 
prices does not reflect any improve
ment in the overall supply position of 
cotton. The 1965-66 crop is estimat
ed at no more than 52 lakh bales 
which is nearly 4 lakh bales less than 
the actual consumption of indigenous 
cotton in the previous season. There 
is little hope of making good this de
ficit through larger imports. In fact, 
it is extremely unlikely that the coun
try wil l be able to import as much 
cotton as it did in the 1964-65 sea
son when actual arrivals of foreign 
cotton totalled 8.18 lakh bales. 

It is now fairly obvious that the 
textile industry will experience acute 
shortage of cotton in the current sea
son. The Textile Commissioner's de 
sion to introduce control over the dis-

Wednesday, Morning 
tribution is essential in order to ensure 
a steady flow of supplies to the tex
tile industry at reasonable prices. 

Under the distribution control sche
me, mills can buy and/or take deli
very of Indian cotton up to the end of 
December not more than 25 per cent 
of the total consumption of indigen
ous cotton during the previous season. 
And the additional quantity which the 
mills can buy during the next four 
months, January 1 to April 30, is not 
to exceed 35 per cent of the total 
consumption of Indian cotton during 
1964-65. 

Mills situated in Bombay and Ah-
medabad currently having stock of 
(either in their possession or held by 
other license holders on their behalf) , 
Indian cotton exceeding a quantity 
equal to 15 per cent of their previous 
year's c o n s u m p t i o n wil l not 
be permitted to p u r c h a s e or 
take delivery of any further quantity 
of Indian cotton until their present 
stocks are reduced to a level below 
this limit. In the case of mills situa
ted at places other than Bombay and 
Ahmedabad this restriction shall ap
ply if their current stocks exceed 25 
per cent of their previous year's con
sumption of Indian cotton. Those mills 
which are unable to utilise their quo
tas for the period September 1 to De
cember 31 owing to the limitation 
imposed on the total stocks will be 
allowed to carry forward such unuti
lised quantities in the next period. 

Staggering of purchases by mills and 
restrictions on their slocks help to 
keep cotton prices under check. But 
the supply position of cotton being 
what it is. industry, trade and grow
ers will have to observe strict self-
dtscipline in order to keep prices with
in the statutory ceilings throughout 
the season. Not too much need be 
made of the recent decline in cotton 
prices from their record high levels 
which, in a number of cases, were 
above the statutory ceiling prices 

OILSEEDS 

Prices Ease Further 
OILSEEDS prices suffered a further 

setback last week, the decline 
being more marked in groundnut and 
cottonseed than in linseed and castor-
seed. Groundnut ready has come down 
by about Rs 13 per quintal from its 
highest level reached some ten days ear
lier and cottonseed is down by about 
Rs II per quintal Groundnut oil which 
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est statements of affairs of the Reserve 
Bank, There was a decline in notes held 
with the Banking department by Rs 77 
lakhs to Rs 13.33 crores and in total 
notes issued by Rs 14,60 crores to Rs 
2674,81 crores, Foreign securities re
mained unchanged at Rs 72.63 crores 
-while balances held abroad increased 
marginally by Rs 31 lakhs to Rs 12.17 
crores. Deposits of the Central Govern
ment increased substantially by Rs 26.73 

BUSINESS NOTES 

crores to Rs 79.19 crores. State govern
ment deposits were lower from Rs 7,25 
crores to Rs 6.52 crores. Loans and id-
varices to governments increased by 
Rs 9.97 crores to Rs 127.16 crores. 
Deposits of scheduled banks were bet
ter by Rs 30 crores at Rs 104.44 crores. 
Advances to scheduled banks rose by 
Rs 10 lakhs to Rs 2.42 crores and in
vestments increased from Rs 192.80 
crores to Rs 212.52 crores. 

Scindia Steam Navigation 
SHIPPING has quite rightly 

been regarded as a second line 
of defence, but if our shipping is 
to play this role effectively, we must 
ensure its development in a planned 
manner. The ex pansion of our tonnage 
since independence has indeed been 
striding, but it has not yet enabled us 
to achieve our objective of carrying a 
fair percentage of pur overseas trade 
in national ships. Dharamsey M Kha
tau, Chairman, Scindia Steam Naviga
tion Company, is of the view that fu
ture expansion should be so planned 
that we are able not only to carry 50 
per cent of bulk cargo in our own 
shins, but also to reserve the liner 
trade increasingly for carriage in our 
ships. During the present conflict will 
Pakistan, Indian cargoes worth crores 
of rupees have been either seized by 
Pakistan, or have had to he landed at 
neutral ports. Such loss and inconve
nience could be avoided if the expan
sion of our tonnage in future is planned 
wisely so as to cover the carriage of 
both bulk cargoes as also of liner 
trade. 

In his annual statement circulated 
to shareholders, Khatau has pointed to 
the various handicaps suffered by the 
Indian shipping industry and has nade 
some useful suggestions. He says that 
one of the major difficulties is to find 
foreign exchange for the purchase and 
building of ships, old and new. for 
overseas and coastal services. Parti
cularly, coastal operators wishing to 
replace or augment their tonnage are 
faced with an additional handicap be-
cause coastal shipping cannot earn for
eign exchange. Indian shipowners have. 
of necessity. to purchase such second
hand ships as arc available, and they 
cannot prescribe what the age of the 
secondhand ship under offer should be. 
The benefit of development rebate on 
ships, new or secondhand, was halved 
to 20 per cent from April 1964, Later 
on it was raised to 30 per cent in res

pect of secondhand ships which are 
not more than seven years old. Khatau 
has suggested the restoration of the 
original position as existed before April 
1964. 

In regard to the trade with U S he 
has urged the Government of India 
to secure for Indian shipping lines the 
continuance of the privilege of equal 
participation in the movement of 'Aid' 
cargoes to India. Khatau feels that 
American shipping circles are pressing 
their Government to revise the present 
policy with a view to reserving upto 
100 per cent of such cargo for Ameri
can flag vessels. He has also suggest
ed that whenever bilateral trade agree
ments are negotiated with other coun
tries, the question of utilising Indian 
shipping services on a 50:50 basis 
should be insisted upon. 

Khatau has pleaded for the selling 
up of a suitable machinery for keep
ing under constant observation the va
riations in the cost of operating coast
al shipping. He has pointed out that 
coastal freight rates continue to be 
uneconomic despite the increase of 10 
per cent allowed from. August lost. Not 
only does the increase falls short of 
what the industry had asked for, but 
as the Government took a long time 
to arrive at its decision the cost of 
operations have gone up still further. 
The increase in the excise duty on 
fuel oi l . for instance, from Rs 32 to 
Rs 72 has alone neutralised nearly half 
of the sanctioned increase in freight 
rates. 

Khatau visualises a difficult period 
ahead for Scindia Steam. In the pre
sent conflict, Pakistan seized two of 
the company's good ships, one of which 
was an overseas liner, This loss will 
affect not only cargo-cum-passenger 
services but also services in the over
seas trades. The country's economy has 
worse net! owing to the conflict' with 
Pakistan, and more severe restrictions 
have had to be imposed on imports, 

The U K, our biggest market abroad, 
has imposed a surcharge on imports 
resulting in a significant decline in the 
trade between the two countries. The 
trade between India and the U S also 
has become virtually stagnant; the po
sition can further worsen if the foreign 
exchange facilities hitherto extended to 
India are drastically currailed or even 
not decided upon on a firm basis for 
some months to come. 

The financial results for me year 
to June last are rather unimpressive: 
the total income is up from Rs 17.65 
crores to Rs 18.77 crores and after
tax earnings a shade better at Rs 1.13 
crores (Rs 1.12 crores). With develop
ment rebate requiring Rs 115 lakhs 
(Rs 97.5 lakhs), there is a deficit of 
Rs 2.48 lakhs compared to a surplus 
of Rs 14,46 lakhs in the preceding 
year, necessitating a bigger withdrawal 
of Rs 75 lakhs (Rs 50 lakhs) from re
serves for payment of the dividend of 
Rs 1.25 a share. Obviously, the con
tinuous rise in operating costs and de
lays at ports in India and abroad, 
which increased almost by 100 per cent 
over the previous year, have together 
affected the results, 

Waterfall Estates 
A LTHOUGH the South Indian tea 

crop has not been quite satisfac
tory, the total production in the coun
try has exceeded the 364 million kgs,  
the t a r g e t fixed for the Third 
Plan. E x p o r t s during last year 
amounted to over 227.1 million kgs 
valued at Rs 126.96 crores, showing an 
appreciable increase in export earnings 
over the preceding year. In the first 
seven months of the current year, ex-
porls totalled 51.1 million kgs com
pared with 41.1 million kgs in the cor
responding period in 1964. For the 
Fourth Plan, a production target of 
455 million kgs has been fixed, But 
unless measures like expansion and re
planting are implemented in full, it 
may not be impossible to produce the 
targeted quantity. 

Owing to inadequate rains, the coffee 
was a little below expectations Last 
year but prospects for coffee in the ex
port market have been quite favourable 
in that coffee has continued to fetch 
satisfactory prices. The Chairman of 
(he Coffee Board has expressed the 
view that this trend is likely to con
tinue during the next five years. The 
average Indian crop being about 60,000 
tonnes, i e, about two per cent if the 
world production, it should not be of-
fficuIt for us to market it abroad at 
good prices. The planters intend to 
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