
AROUND BOMBAY MARKETS 

Nothing But Gloom 
Thursday, Morning 

' D A L A L STREET'S trading pattern 
last week was not any different 

from that in the preceding week. In 
extremely restricted dealings equities 
continued to drift lower with a few 
professional operators dominating the 
scene all the while. Although selling 
was never heavy, the market was forc
ed to seek a new low level because of 
the virtual absence of fresh support. 
Several shares touched new lows for 
many years. 
• New Delhi's reported decision to 

assign a bigger role to the private sec
tor in defence production and the Fin
ance Minister's statement hinting at the 
prospect of additional credits from 
Russia and Czechoslovakia for financ
ing non-project imports failed to im-
part any steadiness to the market even 
though its technical position has im
proved considerably as a result of subs
tantial anxious bull liquidation and 
bear pressure in the past few weeks. 

But the stock market's performance 
could scarcely be expected to be en
couraging when responsible Ministers 
continue to paint a gloomy picture of 
the economic situation and the nation 
is being alerted almost every day aga
inst a possible combined attack by Pak
istan and China. The grim food -situa
tion, acute shortages of essential raw 
materials due both to a setback in agri
cultural production in the country and 
restricted imports on account of fore
ign exchange difficulties, uncertainty 
about the flow of foreign aid, serious 
power shortage, additional taxation by 
most of the States-all these make a 
formidable list of adverse factors. The 
economic situation is indeed very diffi
cult and the outlook has been rendered 
more obscure by political uncertainties. 

While the market could take a pause 
any time to allow technical forces to 
have their play and in the process equi
ty prices might record some gains but 
prospects of any marked and sustained 
recovery seem remote. The crisis of 

' confidence is, in fact, deepening with 
time as equity prices continue to seek 
.new low levels. 

further down by about Rs 10 to Rs 15 
per candy. But it bears repetit ion that 
the market is subdued only in relation 
to the recent past when they had been 
pushed to the revised statutory ceilings 
for the current (1965-66) season. Des
pite the recent setback, cot ton prices 
continue to be well above the previous 
season's ceilings. 

Recent rains at. various places which 
have raised hopes of sl ightly better rabi 
crops have hardly anything to do w i t h 
easier tendency in cot ton prices. There 
has been no change in estimates about 
the 1965-66 cotton crop which con
tinues to be placed around 52 lakh 
bales. The import prospects being what. 
they are even w i t h best efforts im
ports are unl ikely to exceed the pre
vious season's figure of 8.18 lakh bales 
- - there can be no doubt that the sup
ply position of cot ton w i l l be very tight 
this season. 

That cotton prices should have come 
down by Rs 30 to Rs 70 per candy-
over the past few weeks despite clear 
prospects of an extremely t ight supply 
may seem somewhat surprising. Bu t the 
reasons are not far to seek. Because of 
the acute financial stringency and con
t inuing polit ical uncertainties, agricul
turists as wel l cot ton merchants are 
anxious to dispose of the goods as 
quickly as possible, especially when 
prices are r u l i n g wel l above the previ
ous season's ceilings. Few are inclined 
to take the risk of bu i ld ing up stocks. 
This explains why the pace of arrivals 
has been very satisfactory despite a 
much smaller crop. On the demand 
side, mil ls are having a difficult time. 
The off-take of c loth continues to be 
poor and because of the p i l ing UP Of 
huge stocks of c lo th and yarn, the 
industry was obliged to effect a drastic 
cut in product ion in October and its 
performance in November or in the 
months ahead is un l ike ly to be more 
promising. Mi l l s therefore are restrict
ing their purchases to bare m i n i m u m 
requirements. Even the most wel l- to-do 
mills are unable to accumulate big 
stocks of co t ton because of the d i s t r i 
but ion cont ro l . 

The market could remain subdued for 
some time despite t ight supply. Bu t if 
the poli t ical s i tuat ion improves and 
cloth off-lake picks up there is a dis
t inc t possibil i ty of a v i r tua l scramble 
for cot ton in the months ahead. Prices 
are l ike ly to developed marked strength 

as the season advances. Quite a good 
deal w i l l , of course, depend on imports 
and US supplies under PL -180. Mean
while, overseas demand for Bengal 
Deshi continues to be poor mainly be
cause of substantially larger supplies at 
cheaper rates by Pakistan. Sales resist-
ered up to November 26 are placed at 
57,507 bales which is a poor showing 
indeed. 

OILSEEDS 

Steadier After Setback 
THE reactionary trend in oilseeds 

prices which had been in evidence 
for some time made further progress 
early in the week fol lowing the an
nouncement of certain curbs on specu
lative ac t iv i ty in non-transferable speci
fic delivery (NTSD) contracts in 
groundnut and groundnut o i l . Reports 
of beneficial rains in some of the o i l 
seeds producing areas also aided bear
ish sentiment to some extent. But the 
market soon developed a steadier tend
ency and that too under the lead of 
groundnut and groundnut o i l . After 
easing from Rs 32.40 to Rs 29.50 (per 
10 kgs) groundnut oil recovered sharply 
to Rs 33.25 by the week-end; ground
nut ready Coromandel variety which 
had declined from Rs 78 to Rs 73.50 
was up again around Rs 78.75 (per 50 
kgs). Fluctuations in linseed o i l and 
castor o i l were confined to a narrow 
range and they followed the t rend in 
groundnut o i l . 

Oilseeds futures also rallied after a 
further early setback. Castor A p r i l 
which had cased from Rs 105.12 to 
Rs 102.25 early in the week improved 
quickly to Rs 106.75 and linseed A p r i l 
which had been marked down f r o m 
Rs 12275 to Rs 120.25 recovered to 
Rs 123. Profit- taking and modest hear 
pressure pared some of the gains near 
the week-end. Cottonseed January 
moved irregularly between Rs 65.50 
and Rs 63. The turnover in futures was 
rather poor. Speculative ac t iv i ty in the 
official market shrunk considerably be
cause of the heavy margins. 

The measures taken by the Forward 
Markets Commission to curb speculative 
act iv i ty in N T S D contracts in ground 
nut and groundnut o i l consist of Mar
gins on 'all purchases wi th specified free 
l imits for genuine consumers like vanas-
pati manufacturers and dealers, the net
t ing up of panels of buyers and sellers 
and restrict ing the dura t ion of delivery 
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COTTON 

Dull and Subdued 
While cotton futures recovered after 

a further initial setback and clos
ed almost unchanged over the week, 
the spot market continued to display 
a subdued tendency with most varieties 
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contracts to not more than 45 days. 
The margin has been fixed at Rs 1000 
a tonne in groundnut oil and Rs 500 
a. tonne in groundnut in Bombay and 
at Rs 750 a tonne for oil and Rs 375 
a tonne for groundnut in Gujarat. Pur
chases of groundnut effected by crush
ers and vanaspati manufacturers and 
purchases of groundnut oil by vanaspati 
manufacturers will be exempted from 
the payment of margin provided such 
purchases do not exceed their four 
weeks' average requirements calculated 
on the basis of actual consumption dur
ing the preceding season (October 1964 
to November 1965). 

Similarly, purchases of groundnut oil 
by dealers will be exempted from pay
ment of margins provided such mar
gins do not exceed their four weeks 
average requirements calculated on the 
basis of actual purchases from upcoun-
try markets which resulted in delivery 
during the previous season. While al
lowing such exemption the stocks held 
by the party and the outstanding put-
chases under ready delivery contracts 
will be taken into account along with 
the purchases under non-transferable 
specific delivery contracts. The Com
mission has also laid down that no as
sociation recognised for groundnut and 
groundnut oil wil l be permitted to con
duct any NTSD contracts providing for 
delivery beyond December 31 unless it 
introduces a system of panel of buyers 
and sellers and allocates its members in 
the appropriate panels so as to conform 
to their normal function in the trade. 
Moreover the duration of the NTSD 
contract will not henceforth exceed 45 
days. 

While it is quite natural for the trade 
and industry to resent any measure 
which restricts its freedom of opera
tions, the Commission's decision to 
control strictly business in NTSD con
tracts will be widely welcomed. At a 
time when the country is faced with 
acute shortage of edible oils, specula 
tive activity must be checked in every 
possible manner. Whether or not it will 
help to bring down prices is another 
matter. Prices are bound to move up 
when a commodity is in short supply. 
But if speculators are allowed a free 
hand they are bound to exploit the 
situation to the detriment of the gene
ral public interest. 

Although recent rains are likely to 
benefit the rabi crops, the overall sup
ply position of vegetable oils as also 
of food grains will remain tight and the 
authorities will need to take firm action 
in order to ensure equitable distribution 
of limited supplies and also to prevent 
a-runawav rise in prices. New Delhi 

wil l be well-advised to ensure that ac
tions taken by the various States res
tricting the movements of goods out
side their boundaries do not accentuate 
scarcities and thereby increase mass 
discontent. 

Stringency Reappears 
CREDIT conditions in the Bombay 

short term money market display
ed divergent trends during the week 
to December 1. While the market con
tinued easy during the earlier part of 
the week conditions towards the close 
were distinctly firm. At long,last the 
busy season seems to have arrived with 
the demand for funds increasing, every 
day. With income tax dues payable dur
ing the next few weeks there seems to 
be a run on the market. Demand from 
upcountry centres is reported to be 
good. The rate of interest, which was 4 
per cent during the earlier part of the 
week, moved up to 5 per cent on Tues
day and further to 6 per cent on Wed
nesday. 

Scheduled bank deposits during the 
week to November 19 improved from 
Rs 2811.57 crores to Rs 2817.28 crores. 
Credit advanced by banks, however, 
declined by Rs 2.22 crores to Rs 
2020.98 crores. Borrowings from the 
Reserve Bank were higher by Rs 18 
lakhs at Rs 2.47 crores. There was a 
marked improvement in balances with 
the Reserve Bank from Rs 101.55 crores 

to Rs 112.17 crores. Cash in hand im
proved slightly by Rs 43 lakhs. Invest
ment in government securities at Rs 
858.26 crores shows an increase of 
Rs 59 lakhs. The credit-deposit ratio 
was 71.74 per cent compared to Rs 
71.96 per cent the week before. 

The Statement of Affairs of the Re
serve Bank reveals a decline in active 
notes from Rs 2661.48 crores to Rs 
2646.35 crores during the week ended 
November 26. This decrease and a small 
increase in total note issue, from Rs 
2674.81 crores to Rs 2676.18 crores, 
were absorbed in notes held with the 
Banking department which increased to 
Rs 29.83 crores. Foreign securities in
creased by Rs 2.42 crores to Rs 75.05 
crores but balances held abroad declin
ed from Rs 12.17 crores to Rs 9.90 
crores. Rupee securities at Rs 2363.03 
crores were lower by Rs 2.42 crores. 
Rupee coins increased from Rs 102.98 
crores to Rs 104.34 crores. 

Deposits of the Central Government 
advanced slightly by Rs 98 lakhs to 
Rs 80.15 crores. State Government de
posits were higher as well at Rs 6.84 
crores by Rs 31 lakhs. Scheduled bank 
deposits at Rs 104,44 crores showed an 
increase of Rs 2.52 crores. Loans and 
advances to governments moved up 
from Rs 127.16 crores to Rs 138.38 
crores. Advances to scheduled banks 
were marginally lower by Rs 84 lakhs 
at Rs 1.58 crores. Investments decined 
substantially from Rs 212.52 crores to 
Rs 194.19 crores. 
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