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Commodities 

Partial Recovery in Oilseeds After 
a Heavy Landslide 

Thursday, Morning 

THE reactionary tendency which 
was in evidence at the time of 

our last review culminated in a 
rout on the oilseeds market and 
at one stage during the fortnight, 
buyers were very difficult to 
find even after the sharp fall in 
prices. The downward trend which 
set in following the announcement 
of insignificant export quotas of 
groun drifts on September 22, 
gained momentum when shippers 
were allotted only small percentages 
against the quantities applied for. 
Moreover, exporters were puzzled 
as they d id not receive any definite 
advice in time from the export 
control authorities as to whether or 
not the quantities already provi
sionally allocated to them would be 
confirmed. It was gathered that 
each application was being care
fully scrutinised to see whether the 
provisional and subsequent con
firmed evidence produced by ship
pers conformed strictly to the pro
cedure laid down. It was known 
to the export control authorities 

.that a few shippers had done 
business even before the announce
ment of the export policy on the 
basis of guaranteed export license. 
This did unnerve some of the ship
pers who preferred to liquidate their 
long commitments for which they 
would be unable to arrange export. 

Even the crushers withdrew from 
the market on account of the de
clining trend and the imminent ar
rival of the groundnut crop in 
Khandesh. Foreign buyers also 
kept aloof as they had covered the 
bulk of their requirements for 
stock pil ing. Speculative longs who 
had accumulated contracts at high 
rates due to inflationary psychology 
and expectations of large export 
quotas were forced to unload their 
holdings. Moreover, crop condi
tions which had generally been 
good in all the areas also induced 
a bearish feeling, as fairly good 
arrivals were expected from all the 
centres well in advance of the first 
shipping period viz. December 

All these factors combined to de
moralise the market, and at one 
stage, groundnut old crop dropped 
by over Rs. 3 per cwt. to steady 
up at lower levels. Dealers how-
ever^ preferred the relatively cheap
er new crops and hence the decline 
here was smaller compared to the 
old crop. 

Moreover, hopes were held out 
that in view of the excellent crop 
outlook, the Central Government 
would declare in the near future 
additional export quota for ground
nuts. This enabled the market to 
stage a moderate rally but in view 
of the fact that even foreign buyers 
have desisted from purchasing 
groundnut oi l in any large quantity, 
it is difficult to see how the market 
can he sustained for long when the 
crop movement in groundnuts ga
ther momentum by the month end. 
Thus it is pretty clear that the 
period of peak prices has already 
been seen and though the market 
may move up further to a small 
extent, the pressure of new arrivals 
rules out the possibility of any 
vigorous upward movement taking 
place. 

Castorseeds also slumped rather 
badly in view of the apathetic att i
tude of foreign buyers and dis
gorging of old stocks on a pretty 
large scale. This wi l l be evident 
from the fact that receipts of cas
torseeds in Bombay from up country 
centres this year from January 1 
to October 7 at 1, 211, 385 cwts. 
were about 12 times as high com
pared to the receipts of 117, 147 
cwts. in the corresponding period 
last year. Stocks in up country 
centres are still estimated at about 
15,000 tons. This has induced the 
Government to announce this week 
fresh export quota of 5,000 tons for 
sterling and dollar areas which has 
enabled the market to stage a par
tial rally. It may be noted, how
ever, that the ruling rates are not 
in line wi th buyers1 ideas in the 
UK and hence it remains to be 
seen how much export business 
materialises out of the above quota. 

Linseed market witnessed res
tricted trading and price movements 
here were more orderly than in 
groundnuts and castorseeds in the 
absence of speculative interest. 

Groundnut hold old crop ready 
was offered down to Rs. 41-8 from 
Rs. 44-12, Madras quality to Rs. 
42-4 from Rs. 45-8 and Khandesh 
to Rs. 42-6 from Rs. 45-12 to 
finish about 6 annas higher from 
the lowest levels. In new crop 
specific delivery contracts, Khan
desh for October delivery was 
marked down to Rs. 41-6 from 
Rs. 43 a fortnight ago. November 
to Rs. 39-10 from Rs. 42, bold 
quality December to Rs. 37-12 
from Rs. 40 and January to Rs. 
37-8 from Rs. 39-8 but finished 
at Rs. 42, 41 , 39-6 and 39 respect
ively. 

Castorsceds small quality which 
was selling at Rs. 34-8 per cwt. a 
fortnight ago was pressed down to 
Rs. 32-8 to be finally placed at 
Rs. 33-12. Madras quality ready 
was progressively marked down 
to Rs. 34-6 from Rs. 36-10, to 
quote this morning at Rs. 36 while 
November delivery came to busi
ness at Rs. 36-14 to 34-9 to be 
placed higher at Rs. 36-3. On the 
Rajkot market castorseeds for 
Vaisakh delivery crashed to Rs. 
214-12 from Rs. 231 a fortnight 
ago and the peak of Rs. 247 touched 
only a few weeks earlier to recover 
to Rs. 224. 

Linseed bold quality weakened to 
Rs. 41-8 from Rs. 42-8 and Novem
ber delivery to Rs. 41-10 from Rs. 
42-11 to be placed finally at Rs. 42 
and 42-2 respectively. 

Among oils, groundnut oil ex-
mil l declined to Rs. 23-12 from 
Rs. 24-6 to be placed at Rs. 23-14 
while November delivery dropped 
down to Rs. 21-5 from Rs. 22-13 
to be quoted at Rs. 22. Linseed 
oi l was put through at Rs. 22 to 
Rs. 22-8, castor oil 1st pressure at 
Rs. 19-8 to 19 and commercial 
quality at Rs. 18-8 to 18. 

It may be noted here that forward 
trading in castorseeds under the 
auspices of the reconstituted Bom
bay Oilseeds Exchange is expected 
to be resumed from November 8. 
The permission of the Bombay Gov
ernment has been already sought 
and in the meanwhile the special 
sub-committee appointed by the 
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Board of Directors is busy w i t h thv 
final draft of the by-laws which w i l l 
have to be approved by the general 
meeting of the members. M r . 
Ramdas Kilachand has been elected 
as the President of the Exchange. 

Sugar Control Extended 

The Central Government having 
assumed power to control khand-
sari and gur besides sugar, there is 
every likelihood of the announce
ment being made for the control 
prices for all the three commodities 
in the very near future. It is sig
nificant that the Government has 
at last realised that without inte
grated control, control on sugar 
prices and distribution alone serves 
no useful purpose. 

Market Snippets 
Black pepper after rising to 

Rs. 3,650 for Asho delivery and 
Rs. 2,960 for new crop Maghshir 
have declined by about Rs. 100 on 
lack of fresh interest by US. 

After the meeting of the Cotton 
Textile Advisory Board this Satur
day, permission to trade in new 
crop contracts is expected by next 
week. 

Staple fibre for October delivery 
is knocking at the ceiling level of 
Rs. 1-9 in view of the small floating 
stocks and manipulations, which is 
more or less double the cost price 
of the imported stuff. 

That the Government of India 
has not been able to take any deci
sion on metal prices in terms of the 
Supply and Prices of Goods Ord i 
nance has perplexed the dealers. 

Money Market 

Mild Contraction 
RE C E N T financial statistics in 

dicate the heavy contraction of 
currency and credit in the past 
three months. At the end of June, 
1950, the Central Board of Direc
tors of the Reserve Bank had occa
sion to stress some inflationary 
characteristics in the economic 
structure. Subsequent developments 
indicate that monetary contraction 
effected since has been considerable. 

Compared wi th a year ago, the 
volume of notes in active circulation 
is approximately Rs. 15 crores 
higher today. This apart, all other 
criteria indicate that the authorities 
have adopted a neutral, if not a 
mi ld ly deflationary, monetary policy 
in the past year. Financial statis
tics confirm the prevailing impres
sion that the rise in prices is not 
due to monetary factors. 

M u c h has been sought to be made 
from the occasional fluctuations in 
the volume of rupee securities held 
by the Bank and in the Banks's i n 
vestment portfolio. On the whole, 
the combined total of rupee secu
rities and of investments shows an 
increase of only Rs. 10 crores—the 
volume of investments is down by 
Rs. 10 crores, while the volume of 
holdings of rupee securities is up 
by Rs. 20 crores. There is, there
fore, no statistical proof for the 
assertion that the authorities have 

created credit against issues of ad 
hoes or through purchases of secu
rities in the open market-

Recent scheduled banks' returns 
reveal that bank deposits have re
gained the level of a year ago. 
There was heavy and consistent 
decline in bank deposits for some 
months during the year. For the 
past few months, along wi th the 
rapid and consistent decrease in the 
volume of bank advances, bank 
deposits have recovered the lost 
ground. 

That money is now less in use is 
apparent from a comparative enu
meration of the balances of gov
ernments and of banks wi th the 
Reserve Bank. Banks' balances 
are up by over Rs. 20 crores, while 
the Central Government's balances 
w i t h the Bank are higher by ap
proximately Rs. 19 crores. Finan
cial statistics, therefore, do not 
indicate that the authorities are 
pursuing an expansionist monetary 
policy or that money is now more 
in use than a year ago. 

Be that as it may, the increase 
in the Banks' holdings of foreign 
assets would seem surprising, espe
cially in view of the fact that India 
is still running a deficit in her trade 
account. Dur ing the year, the 
Bank's holdings of foreign securities 
have declined by Rs. 17 crores, 

while the volume of balances held 
abroad has registered an increase 
of Rs. 35 crores. In all , therefore, 
the Bank's foreign assets have i m 
proved by Rs. 18 crores. Evidently 
the current trade deficit is well 
below the amount of sterling released 
by Britain. 

On the exchange front, the 
world's exchange, speculators have 
adopted a different view on second 
thoughts. Realisation -is growing 
that, even at the improved level of 
$2,756 mi l l ion of gold and dollar 
balances, it may not be possible to 
maintain currency convertibility by 
the sterling area even at the deli
berately undervalued par values. 
That is why the tendency to talk 
sterling up has subsided for the 
present. 

Instead, it is now being argued 
that there is a strong case for de
preciation of the dollar in terms of 
gold. It w i l l be recalled that South 
Africa's demand for a higher dollar 
price for gold was tuned down by 
the Wor ld Monetary Fund. Subse
quent improvement in the dollar 
value of sterling in "free" markets 
has revived the demand for a de
preciated dollar. 

A lower dollar may help South 
Africa as a gold producing country. 
But it is not likely to cease the 
world's dollar problem or to facili
tate currency convertibility by the 
sterling area. A higher dollar price 
for gold w i l l automatically raise the 
sterling area's dollar and gold hold
ings in items of dollars. The argu
ment that this would correspond
ingly extend the sterling area's ca
pacity to lose, gold to meet its trade 
deficit may be true. But, then, no 
country could relish the idea of 
raising the value of its gold reserves 
on paper only to lose gold to meet 
trade deficit. 

A n d a depreciated dollar may 
not only affect the non-dollar 
area's exports to America but may 
encourage America's exports to i t . 
Tha t the sterling area's gold hold
ings have improved considerably, 
cannot be denied. That calls for an 
experimental approach towards 
currency convertibility and removal 
of discrimination on dollar trade, 
and not for a higher sterling or, 
which is the same thing, a lower 
dollar. Price movements in bull ion 
in the Bombay market indicate that 
this fundamental aspect of the pro
blem is duly appreciated by the 
dealers. 
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