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Around Bombay Markets 

Unsettled Mood 

IT was a disastrous week for the 
stock market. Panic overtook 

the market on Wednesday (May 27) 
when it came to know of Shri Nehru's 
sudden illness. An avalanche of sell-
ing swept the market and even the in 
veterate bulls could not help l iquidat
ing their holdings. The market's 
worst: fears came true and with in a 
hour of the close of the official session 
came the news of Panditji 's death. 
Wednesday's decline was the sharpest 
break that the market had ever record
ed on a day for over a year. The 
market sank to the lowest level for 
about a year. 

Sentiment, however, improved consi
derably when the market resumed busi
ness after a complete break of four 
days. On June 1 and 2 speculators' fa
vourites staged a good rally and the 
market was up again where it stood 
before 'Black Wednesday'. But it again 
turned cautious at the week-end (June 
3) which, however, was only to be ex
pected. End-account considerations 
apart, the market could scarcely be 
expected to "make a big dash when its 
morale has been seriously undermined 
by prolonged inactivity and steady 
erosion of equity values which has 
vir tual ly destroyed the cult of equity. 
The market has also had to contend 
wi th polit ical uncertainties created by 
Shri Nehru's death. 

Fortunately, the ordeal of finding a 
successor to Nehru is over and what 
is more the choice has been unani
mous. The business community seems 
pleased w i th the selection of Shri 
Shastri as the leader of the Congress 
Parliamentary Party as he is known 
for his moderate views. It is inclined 
to take an optimistic view of the eco
nomic prospect under the leadership 
of Shri Shastri who has been assured 
all-round support. The market's at
tent ion, for the time being, is focussed 
on the composition of the new Cabi
net as the posibil i ty of some import
ant changes cannot be ruled out com
pletely. How long the stock market 
w i l l take to regain its equipoise is dif
ficult to say but there are reasons to 
th ink that the slump in equities has 
been overdone. The authorities wi l l 
need to take concerted action to tone 
UP the capital market and restore 
confidence in the stock market. That 

the market should have lost nearly 75 
per cent of the ground gained from 
the lowest level recorded in 1963 
new issues are in fact at a new low 
level — underlines the serious nature 
of the slump in equities. 
Oilseeds 

Ban on Futures 

FROM June 2 forward trading has 
been banned in as many as 14 

commodities, n a m e l y , groundnut, 
ground o i l , mustardseed, including 
taramiraseed, rapeseed or t o r i a, 
groundnut oilcake, mustard oilcake, 
including taramira oilcake, cottonseed 
oilcake, sesamum oilcake, rapeseed 
oilcake, methi, corianderseed, aniseed, 
arhar chuni and mung chuni. All out
standing contracts have been squared 
up at the rates prevailing as at the 
close of business on June 1. Of these 
14 commodities, trading in groundnut, 
groundnut o i l , groundnut oilcake and 
mustardseed and rapeseed is regulated 
under Section 15 of the Forward Con-
tracts (Regulation) Act through re-
cognised associations; the others are 
free commodities and there are over 
a 100 registered associations conduct
ing trading in them. 

The official press note announcing 
the ban on forward trading says that 
the Government has been much con
cerned over the recent rise in the pri
ces of certain essential commodities 
and that various steps taken by the 
Forward Markets Commission to pre
vent speculative excesses like the fix
ing of maximum price, l imi t on price 
fluctuations and imposition of margins, 
have failed to produce the expected 
results. The notification further 
points out that forward trading in 
banned or prohibited commodities has 
been going on throughout the country 
in the guise of free commodities like 
mustard oilcake, taramira oi lcake 
sesamum oilcake, aniseed, arhar chuni, 
mung chuni etc. 

The Government announcement did 
not come as a complete surprise. It is 
some moths ago that the Forward 
Markets Commission warned the re
gistered associations against dealing 
in commodities trading in which is re
gulated through recognised associa
tions under Section 15 or is banned 
under Section 17, in the guise of free 
commodities. And about the begin

ning of Apr i l , the Commission had 
made it abundantly clear that trading 
in free commodities would not be per
mitted after the expiry of the then 
current contracts, that: is beyond May. 
Why trading in free commodities 
should have been tolerated for so long 
when the Commission was ful ly aware 
as early as February that the freedom 
was being grossly abused is intr iguing. 
The ban that has now been imposed 
on free commodities is therefore wel
come. Except for causing some un
employment among those who lived 
on this business, it wi l l do no other 
harm. But one cannot justify specu
lation purely on the ground that it 
provides employment to some people. 
As for the other four commodities 
which were being traded through re
cognised associations and were under 
strict control of the Commission, only 
groundnut oilcake had been really ac
tive and there again speculative acti
vity had shrunk appreciably as a re
sult of the heavy margin of Rs 100 
per tonne. Forward trading in other 
commodities had been virtual ly at a 
standstill because of the arbitrary 
ceilings prescribed by the Commission. 
These ceilings bore no relation what
soever to the prices prevailing in the 
spot market. For instance, the ceil
ing for groundnut futures had been 
fixed at Rs 241 per 250 kgs. whereas 
in ready even the inferior most qua
l i ty, namely, Kanpur Bold, has been 
selling around Rs 285. Groundnut oi l 
is not known to have been officially 
traded in the futures market for 
months. The ban on groundnut and 
groundnut oil therefore simply repre
sents an official recognition of the 
near total absence of business in the 
futures market. W i th nearly 75 per 
cent of the groundnut crop already 
marketed and the Commission unwi l 
l ing to raise the ceilings for futures to 
realistic levels, there can be l i t t le re
gret about the ban on future trading. 

No Check on Prices 
To say that forward trading has 

very l i t t le useful purpose to perform 
in the situation obtaining in the mar
ket is not suggest that ban on futures 
dealings w i l l in any way help check 
the rising trend in oilseeds prices. 
The huge premiums enjoyed by spot 
groundnut and groundnut oi l and 
groundnut oilcake over futures quo-
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tations should leave no room for 
doubt that speculation has had no
thing to do wi th the rise in oilseeds 
and oilcake prices. The rising trend 
in prices simply reflects the serious 
imbalance between supply and de
mand. Oilseeds production has failed 
to keep pace wi th the country's grow
i n g requirements. Exports of vegetable 
oils through incentives have further 
aggravated bullish trends. If the au
thorities wish to keep oilseeds prices 
down, they must make utmost efforts 
to step up oilseeds production. 
Strangely enough, according to press 
reports, the Fourth Plan target for 
bilseeds production has been fixed 
lower than the target set for the 
Third Plan which itself seems to be 
far from ambitious. Increased pro 
duction is the only effective answer 
to high prices. This w i l l naturally 
take time. Meanwhile, the Govern
ment should make arrangements for 
securing substantial quantities of roya-
bean oil f rom the U S under P L 480. 
Steps should also taken to discourage 
hoarding or holding of stocks through 
credit restrictions. 

That groundnut and groundnut oil 
prices should have continued to dis
play remarkable strength despite the 
ban on futures trading underlines the 
tight supply position resulting more 
from increased demand than reduced 
supply. Groundnut, groundnut oil 
and groundnut oilcakes — all these 
are quoted considerably higher than 
the highest levels recorded last year. 
Linseed futures continue to be f i rm 
but business remains restricted as 
prices are very close to the ceilings 
prescribed by the Commission. Last 
week, the June contract moved be
tween Rs 42.94 and Rs 42.75 and the 
September contract between Rs 43.94 
and Rs 43.62. Cottonseed futures were 
completely neglected. The ban on 
forward trading in most other oilseeds 
and oilcakes has diverted speculators' 
attention to castor. The September 
contract improved from Rs 174.25 to 
Rs 176.62 and the June contract rose 
f rom Rs 172.37 to Rs 176.25. 

Export houses did not report any 
important business during the week 
excepting groundnut extractions which 
continued to attract fair attention as 
usual and there was a marked impro
vement in the U K quotations near 
the week-end. Fresh export business 
in castor oi l consisted of some odd 
lots sold to the U K which did not 
add up to more than a few hundred 
tons. Linseed cake were dul l but cot

tonseed cake evoked moderate inte
rest, 

Cotton 

Firm Tendency 

JA R I L L A AUGUST which stood 
around Rs 726 on May 26 was 

sold down to Rs 716.50 the very next 
day — Black Wednesday — when the 
market was rudely shaken by Pandit 
Nehru's sudden death. The panicky 
selling which caused the sharp break 
in cotton futures was essentially im
pulsive. And when the market resum
ed business on June 1, the contract 
was bid up to Rs 730 — the highest 
level for some weeks. The week-end 
closing (June 3) was slightly lower at 
Rs 727.50 due to corrective profit-
taking. The sharp recovery in fu 
tures reflects only partially the remark
able strength in the spot material. 

Latest trade estimates place the 
1963-64 crop around 60 lakh bales — 
an all-time record. Imports too w i l l 
not perhaps be much lower than 8 
lakh bales. The supply position would 
not thus appear to be difficult. In 
spite of increased consumption, this 
season is l ikely to end wi th a some
what larger carryover. Even so, mills 
are beginning to feel rather uneasy. 
It is the distant outlook which is real
ly disturbing the industry and mills 
are eager buyers of good quality cot
tons without much consideration for 
the price. Most varieties have now 
risen fair ly close to the ceiling levels. 

Cotton consumption is steadily 
rising and it is expected to record an 
appreciable increase in the coming 
season as result of the more effective 
util isation of the existing spindleage 
and further increase in the installed 
capacity. It is doubtful whether cot
ton production w i l l be able to keep 
pace with the rising trend in consum
ption. There already exists a serious 
imbalance between supply and demand 
and the gap is being bridged through 
large imports causing a considerable 
drain on the country's scarce foreign 
exchange resources. The gap might 
become unmanageable if indigenous 
production of cotton cannot be step
ped up appreciably. The miserably 
poor yield — the lowest in the world 
— obtaining in India holds out the 
hope of bigger harvests. But wi th 
production continuing to be dependent 
almost entirely on the unpredictable 
weather, the distant prospect remains 
uncertain. This explains mil ls' an
xiety to bui ld up as large stocks as 
possible. Good quality cottons are 

becoming increasingly scarce. There 
seems l i t t le chance of any important 
setback in cotton prices f rom the cur
rent levels. The odds, in fact, favour 
a further rise in prices in course of 
time. 

N e w Cunard Liner 

T H R E E "skyl ine" restaurants high 
above normal deck level for 

2,000 passangers and one of the big
gest single kitchens afloat are two de
sign features announced by the Cun
ard Line for their proposed new 
transatlantic liner. Passengers w i l l 
have unrestricted sea views through 
large windows in the restaurants. 

The ship, expected to be ordered 
f rom a Brit ish yard later this year, 
wi l l be of 58,000 tons and is to be a 
dual-purpose liner. She wi l l be able 
to make express crossings of the At
lantic in the tradition of the Queen 
Mary and the Queen Elizabeth, and 
she wi l l also fit into the Line's cruise 
programme. 

Following sales studies on both 
sides of the At lant ic, the Line has 
decided to retain its three-class sys
tem — first, cabin, and tourist. Each 
cabin w i l l be fitted with a bath or 
shower, and the accommodation lay
out w i l l allow easy access to all the 
public decks. Air-condit ioning is to 
be fitted throughout. 

The service speed wi l l be 281 
knots, the same as that of the exist
ing two "Queens", but l ight alloy in 
the superstructure w i l l contribute to a 
fair ly l ight draught of 31 ft. — an 
advantage in certain t idal conditions. 
The new ship w i l l have two propel
lers, whereas the "Queens" have four 
each. The main engines wi l l be con
ventional steam turbines. The design 
shows the ship to be 960ft long 
wi th a beam of 104ft. 
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