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Around Bombay Markets 

Moderate Improvement 
Thursday, Morning 

C H A R E values at Dalai Street have 
recorded a modest Improvement 

on favourable reports from abroad 
about the prospects of credits from 
U S A, Britain, Japan and Yugos
lavia. The 32 mill ion dollar loan 
promised to TISCO by the I B R D 
and other financial institutions had 
been taken for granted for quite 
some time and, therefore, had prac
tically no effect when it was an
nounced. Apart from this news, 
technical factors favoured bear 
covering, particularly since there 
were no new factors to discourage 
the market. Towards the end of the 
week, nearly all scrips turned dull, 
and operators obviously chose not 
to commit themselves either way so 
long as no firm agreements regard
ing external aid were in sight. 

The accompanying table shows 
the extent to which the capital 
market is now enervated, being weak 
even when compared to the days 
Immediately following the Budget. 
Every index, apart from that for 
financial equities, is significantly 
lower; that of non-manufacturing 
equities, principally plantations, is 
substantially lower than its post-
Budget level. Relative to the year 
before, there is no doubt, of course, 
that the capital market has 
become quite anaemic. 

The reasons for the recent down
ward plunge of equities are not 
confined to the credit squeeze and 
the raising of the Bank Rate in 
London. The plain fact at Dalal 
Street appears to be that specula
tion has become almost academic. 
Investors' interest is at a minimum. 
The opinion Is unanimously held 
that what Dalai Street needs is a 
shot in the arm, but nobody seems 
to be clear what precisely the shot 
should be. The new taxation mea
sures are by and large accepted 
now as an unpleasant nuisance 
which one has to live wi th . The 
credit squeeze can hardly be ob
jected to if the price line is to be 
held. The quantum of external 
aid is something' which after all 
Is not within the control of the 
Government of India. 

In short, it is implici t ly reco
gnised that, primarily, It is not the 
objective situation but the subjec
tive situation that needs to be 
changed. The psychological damage 

done by Irresponsible ministerial 
exuberance appears to have had a 
more adverse effect than the 
burden of heavy taxation. The 
market's requirement may, there
fore, be summed up in the need 
for a therapeutic dose of confidence. 

Renewed Pressure 
The latest returns relating to 

the Reserve Bank and the sche
duled banks indicate a renewal of 
monetary pressure on internal as 
well as external resources. During 
the week ended October 4, balan
ces held abroad by the Reserve 
Bank declined by Rs 7 crores but 
foreign securities remained un
changed at Rs 326.62 crores. Bank
ers' deposits declined by Rs 6 
crores while advances to them ex
panded by Rs 5 crores. Invest
ments in the Banking Department 
rose steeply by Rs 14.5 crores and 
ways and means advances, too, 
went up by Rs 3 crores. Notes in 
circulation spurted upwards by Rs 
16 crores at the expense of notes 
held in the Banking Department. 

During the week ended September 
27, the downward trend of sche
duled bank credit appears to have 
been halted and the credit port
folio expanded by more than Rs 3 
crores in spite of a contraction of 
Rs 1 crore at the State Bank. 
Total cash reserves declined by 
Rs 5 crores, though there was an 
increase of Rs 4 crores at the 
State Bank. In the absence of 
breakdowns, it is difficult to ex
plain this rather sudden reversal 
of trend. It may either herald an 
early onset of the busy season or 
it may be due to higher advances 
against jute. Whatever the rea
sons, however, the problem of 
bringing down total bank credit 

to Rs 800 crores, as directed by 
the Reserve Bank, may now give 
cause for renewed anxiety. 

One of the interesting develop
ments in the money market which 
has not received the attention it 
deserves is the steady expansion, 
week by the week, in call and 
short loans, which stood at a re
cord level of Rs 47.34 crores during 
the week ended September 27, 
against less than Rs 12 crores a 
year ago. Since most of these 
loans consist of inter-bank lend
ing, the conclusion is justifiable 
that not merely do banks now 
lend relatively substantial amounts 
to one another but also that there 
is a pronounced difference between 
the liquidity position of various 
banks. It would be interesting to 
know how much of the expansion 
in Inter-bank lending could be 
attributed to the exchange banks. 

Cotton 

Bullish Sentiment 
T H O U G H prices at Kalbadevi 

moved somewhat erratically 
during the week, bullish sentiment 
was predominant. Reports of 
continued lack of rain in Gujarat 
and Saurashtra and excessive 
rains in Punjab stimulated Tejl 
options, and lifted Moglni March 
to nearly Rs 695 at the beginning 
of the week. The announcement 
of an export quota of 50,000 bales 
for Bengal Deshi came somewhat 
earlier than expected and helped 
intensify bullish sentiment still 
further. Subsequently, profit-taking 
by bulls and the directive 
from the Forward Markets Com
mission threatening to take severe 
action against option dealings 
brought down values. This decline 
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however, proved short-lived and 
the price was pushed up again on 
support from Gujarat interests, 
and after an interregnum brought 
about by reports of cloudy weather 
in Gujarat and Saurashtra, climb
ed to Rs 700 on Wednesday. Daily 
turnover during the week fluctuated 
between 8,000 and 15,000 bales. 
While mills lent some support to 
the market, most t rading activity 
was on purely investment ' account. 

Government's import policy for 
the October-March season is now 
eagerly awaited. Interest at Sewri 
has broadened considerably, though 
most dealings are sti l l under-laid 
wi th caution. Daily turnover has 
remained well above 2,000 bales 
during the week. 

Oilseeds 

Export Policy Announced 
LED by groundnut, oilseed prices 

have tended to decline. The 
Government announcement that no 
export quotas would be granted 
during the current season for the 
export of ground nut and ground
nut oil , together w i th the proposed 
import of cottonseed oil from the 
U S A , led to a weak bearish 
trend. Groundnut as well as Castor 
lost nearly Rs 2 over the week. 

Bullion 
Silver Depressed 

B U L L I O N prices at Sheikh Memon 
Street have shown a divergent 

trend. Gold has moved within a 
fair ly narrow groove and any 
tendency towards easiness has been 
held at bay by comparatively 
smaller arrivals and seasonal ex
pansion of demand. Silver, on the 
other hand, lost nearly Rs 2 over 
the week and closed easy on ac
count of substantially higher 
arr ival of Tibetan coins. 

Final Estimate of Tobacco 
1956-57 

ACCORDING to the Directorate 
of Economics and Statistics, 

Ministry of Food and Agriculture, 
the all-India final estimate of to
bacco, 1956-57, puts that year's area 
and production at 1,022,000 acres 
and 306,000 tons, as against the 
partially revised estimate of 1,013,000 
acres and 295,000 tons for 1955-56. 

This shows an increase of 9,000 
acres or 0.9 per cent in area, and 
11,000 tons or 3.7 per cent in pro
duction over 1955-56. 
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