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Weather Ideas Dominate 

M A R K E T sentiment last week was 
guided essentially by weather 

ideas. A n d Tuesday — 3rd July — 
was the most exc i t ing day of the 
week in that cotton and oilseeds 
futures scored fu r ther gains and 
made new highs in the recent up
ward move, whi le the stock market 
suffered a sharp break w i th several 
counters dec l in ing to new low levels 
for the year, I t all happened be
cause of the weather. Commodity 
futures were marked up on the idea 
that i f the dry spell cont inued fo r 
Home more days, the crops, especially 
cotton, would not only be late but 
the product ion also would suffer a 
substantial setback. In the stock 
market , bulls seemed to have been 
scared by the prospect of a fa l l in 
indust r ia l product ion in the event 
of power cut result ing f rom fa i lure 
of the monsoon, Madras has already 
enforced a drast ic cut in power 
consumption even for indust r ia l 
purposes. And the Tata group of 
power companies have also hinted at 
the possibi l i ty of a 20 per rent cut 
because of the precariously low 
level of water in the Mulshi lake. 
The prospect of a poor monsoon is 
indeed f r i gh ten ing . A bad harvest 
can not only upset price stabi l i ty 
w i t h all i ts d is tu rb ing consequences 
but make nonsense of all Plan tar
gets. Th is underl ines the supreme 
need for strengthening the agr icul 
tura l base of the economy: this has 
become all the more urgent because 
of the drastic impor t cuts necessi
tated by the cr i t i ca l fore ign ex
change posi t ion. For tunate ly , the 
latest reports indicate a d is t inct ly 
favourable t u r n in the weather. 

favourable weather reports also 
impar ted an easier tendency near 
the weekend and the contract re
ceded to around Rs 726 in Wednes
day's kerb dealings. Mog la i , Ahmed-
nagar D is t r ic t and V idarbha — all 
these areas are reported to have had 
sufficient rains for sowings and it is 
st i l l not very late for a normal crop 
prov ided, of course, the weather 
continues to oblige in the fu tu re . 
It is qui te premature to talk of the 
new crop outlook. A l l that one 
can say at the moment is that in 
view of the record low carryover at 
the end of the current season and 
unencouraging impor t prospects, the 
1962-63 cotton crop wi l l have to be 
really a good one to take cotton 
prices well below the old cei l ing 
prices. Judged by the prices over 
the past several years, the current 
quotat ions for the futures contract 
are certainly on the very h igh 
side. But it wi l l have to be con
ceded that whi le the product ion of 
cotton bus v i r tua l l y stayed put for 
the past many years, consumption 
has been going up and it is expect
ed to go up st i l l higher due to in-
created spindleage. Cotton futures 
might f ind it diff icult to record a 
fu r ther big rise i f weather condi
t ions remain satisfactory. But no 
serious fal l seems l ikely un t i l the 
new crop is known to be definitely 
a bumper one. 

Meanwhi le, turnover both in 
futures and spot markets continues 
to be on a restr icted scale. The 
import quota of 2.25 lakh bales of 
U S cotton and the 42.000-bale 
quota of Pakistani cotton are re
ported to have been v i r tua l ly ex
hausted. Bengal Deshi prices 
have f i rmed up due to increased 
Japanese inqu i ry . Out of the 
current Bengal Deshi quota of 
70,000 b a l e s ' — the established 
shippers' share is 66,500 bales — 
barely 5*000 bales remain unsold. 
The trade is pleading for a fu r the r 
quota of 60,000 to 75,000 bales 
because of the considerable expor t 
able surplus and sat isfactory Japa
nese inqu i r y fo r August-September 
shipment. The Government would 
be well-advised to accept the trade's 
plea, not merely because of the 

Prices Rise and React 
G R O U N D N U T September which 

could be had at below Rs 216 
(per 250 kgs) on 30th June were 
b id up to Rs 221.50 on 3rd July 
but were down again at around Rs 
217.50 the next day. Other o i l -
seeds seemed merely to follow 
groundnut . Castor September shot 
up f rom Rs 160.12 to Rs 166 to 
ease later to around Rs 163.37. 
Af ter easing f r o m Rs 10.75 to Rs 
39.87 linseed September rose to 
Rs 40,65 (per 50 kgs) hut dr i f ted 
lower again to around Rs 40.12. 
Cottonseed September were marked 
up f rom Rs 105.50 to Rs 109.50 
but later receded to Rs 107. Ear l ier 
improvement was caused ma in ly 
by nervous short cover ing on ac
count of the continued dry spell 
in the groundnut producing areas. 
But reports of beneficial rains 
touched off considerable sel l ing on 
Wednesday, erasing most of the 
gains recorded on the previous two 
days. W i t h the pr ice pattern 
moulded p r ima r i l y by the unpre-
dictable weather, it is diff icult to 
say how the market wi l l behave in 
the immediate fu ture. The latest 
reports about the weather are. how
ever, qui te encouraging and tin's 
should make possible t imely sowing 
of groundnuts. Weather apar t , last. 
week's improvement in castor f u tu 
res was also at t r ibutable to reports 
of substantial export business in 
castor o i l , estimated around .1,000 
tons. Russia and Poland were said 
to have purchased about 600 tons 
of castor o i l R S S and the U K 
took another 400 tons or so. The 
U K quotat ion fo r Commercia l 
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Thursday, Morn ing 

Oilseeds 

pressing need for max imis ing 
fore ign exchange earnings but be
cause Deshi cotton is really in sur
plus and its supply has no bearing 
on the overall supply posit ion of 
cot ton. Reports f rom the Punjab 
show that the cotton crop is mak ing 
sat isfactory progress and if t he-
weather remains normal , the Pun jab 
crop should yield around 4.5 lakh 
bales of Deshi cotton. Ind ian eon-
sumpt ion of Deshi cotton rarely ex
ceeds 2 lakh bales a year. 

Around Bombay Markets 

Futures Spurt 
C O T T O N futures — March 1963 

contract — which could be had 
at around Rs 721 on 29 th June touch
ed a h i gh of Rs 731.50 (per 3 qu in 
tals) on 3rd July. Since the pre
ceding rise had been fa i r l y steep 
and the contract had come very 
close to its previous top of Rs 734.75 
recorded on the very f irst day of 
i ts opening on 9 th June, a technical 
setback was only to be expected. But 
apar t f r o m technical considerations. 

Cotton 



T H E E C O N O M I C W E E K L Y 

was mentioned around £ 105/10-6 
per ton. 

It was not really groundnut or 
castor Futures which really made 
news last week. Developments in 
respect of groundnut extractions 
and expellers were far more exci
t ing , w i th spot prices shooting up 

by about Rs 40 to Rs 50 per Ion 
in a matter of days. The heetic 
buy ing in extractions and expellers 
fol lowed the barter deal involv ing 
the sale of some 50,000 Ions of 
groundnut extract ions to certain 
Continental countries against the 

purchase of fer t i l isers and certain 

machinery. The spot quotat ion of 
Rs 100 per ton for groundnut ex
pcllers is probably an al l - t ime high. 
Overseas prices, also recorded siza
ble improvement. The quotat ion 
for July shipment was bid up to 
£ 34-5 and August to £ 34-10 
September/November posit ion was 
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mentioned around £ 34-15, These 
prices are about £ 2 h igher than 
the prices wh ich prevai led about 
a fo r tn igh t earl ier. 

No fresh business was reported 
to have been put through by the 
State T rad ing Corporat ion in 
groundnut oi l a n d / o r l inseed o i l . 
Not only that. Inqu i r ies w i th shipp
ers indicate that the overseas buyers 
are thoroughly dissatisfied w i th the 
way the S T C has been hand l ing 
the export of groundnut o i l . The 
Corpora t ion , it is said, has not been 
able to f u l f i l its commi tments ; Sh ip 
ments have not been according to 
schedule. About 8,000 tons of 
groundnut oi l are reported to be 
unshipped against the M a y / J u n e 
contracts. In the absence of t imely 
supplies f rom the S T C. impor t 
ers abroad have been exper iencing 
great difficulties in f u l f i l l i ng their 
own commitments to the local cus
tomers. Unable to meet its outstand
ing obl igat ions, the Corporat ion is 
reported to have suspended fresh 
export business in groundnut oil for 
the t ime being. 
Stock Exchange 

Downtrend Resumed 

THE ral ly in equities which be
gan w i th the panicky sell-oft 

on 15th June has proved to be an 
extremely short- l ived af fa i r . The 
downward trend has been resumed 
and the market has already fal len 
below the Goa crisis low recorded 
in December. Vyapar 's equi ty 
share index which was at its yea rs 
best of 149.96 on 3rd May decl ined 
to 138.67 on 15th June. Af ter 
ra l l y ing to 142.82 on 22nd June it 
d r i f t ed lower to stand at 140.19 at 
the end of the previous week. Hut 
last week the index fell to a new low 
of 136.74 on Wednesday and the 
week-end closing was only a l i t t le 
better at 137.42. The lowest point 
recorded in December was 137.10. 
Last week's decline which takes the 
index f a i r l y close to its August low 
of 134.29 was caused by renewed 
bear pressure and t i red bul l l i qu ida
t ion . Fresh support was v i r tua l l y 
absent. Losses were heavy and 
widespread and they were not con
f ined to speculators' favour i tes. The 
per formance of cash scrips and new 
issues was no less d isappoint ing. 
Vyapar 's index fo r new issues 
showed a net loss of 2.77 over the 
week at 81.65. 

The d isqu ie t ing po l i t ica l s i tua

t ion due to unhappy relations w i th 
China and Pakis tan, t igh t fore ign 
exchange posi t ion which has led to 
drastic cuts in impor ts , unencou-
rag ing a id outlook and the slump 
on Wal l Street — al l these factors 
had already brought about a marked 
deter iorat ion in the t rad ing senti
ment on the stock market . A n d 
last week sentiment was fu r the r un 
settled by fears of acute power 
shortage due to delayed monsoon. 
Madras has already enforced a drast ic 
cut in power supply even to indus
t r ia l consumers. Calcutta and 
Bombay also propose to reduce the 
supply of power. Indust r ia l p ro 
duct ion wi l l natural ly suffer as a 
result of reduced power supply 
and corporate earnings depend on 
produc t ion . It is diff icult to assess 
the impact of power cut on indus
t r ia l p roduct ion because the cut 
m igh t soon be restored unless the 

monsoon fai ls miserably. Latest 
reports about the weather are, 
however, qu i te encouraging. Fear 
of power shortage was not the only 
factor which induced heavy sell ing 
in equities last week. The terms 
and condit ions of the new Central 
loans were also taken as an ind ica
t ion of a change in Government 's 
interest rate pol icy. Indirect 

credit curbs through the raising of 
the penal rates on bor rowing by 
scheduled banks f r o m the Reserve 
Bank acted as an addi t ional dam
per. Reports that Shr i T T 
Kr ishnamachar i had suggested 
fu r ther cut in impor ts because of 
the t ight fore ign exchange si tua
t ion accentuated the bearish feel ing 
in the market . W i t h the t rad ing 
sentiment very much unsett led, 
prospects of a marked and sustain
ed recovery in prices in the i m 
mediate fu tu re are discounted. 
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