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A Survey of the Markets 

Dalal Street Turns the Corner 
The worst has probably been seen on the stock market. It appears that the current recovery will mark the 

beginning of an important upward trend, 
In cotton, production continues to lag behind growing consumption. If cotton production is not stepped up 

appreciably it will be difficult to realise the targets set for cloth production, unless the shortfall is made good 
through imports of foreign cotton the outlook for which is not bright. 

As in cotton, the rising trend in oilseeds prices reflects the growing imbalance between supply and demand. 
Prices can be kept in check only through increased production and the prospect in this regard does not appear 
very promising. 

In the short run, supply will need to be augmented through imports of cheaper edible oils and fats and exports 
will have to be carefully regulated. 

CONFIDENCE is at last gradually 
returning to the stock market. 

Enquiry prices have recorded sizable 
recovery from the panicky lows re
corded on Black Wednesday, May 27. 
The Financial Express equity index for 
Bombay which had climbed down from 
124.03 on February 29 — the highest 
for 1964 and 1963 — to 108.21 on 
May moved up to 117.37 by the second 
week of July and is currently hovering 
around 115.50. The market has re
covered half of the ground lost after 
the Budget and it appears that after 
necessary technical adjustments the 
market would push its way further up 
in course of time. 

In the steep fall that occured be
tween March and May. the stock 
market lost nearly three-fourth of the 
ground it had gained from the 1963 
low when the 'Financial Express' 
equity index had touched 103.76. 
TTK's Budget has generally been 
blamed for the slump in the stock 
market. And yet the corporate sector 
which should normally set the tone of 
the stock market has benefited and 
not lost anything by the Budget. Lit
tle notice has been taken of the various 
concessions allowed to the private 
sector. Those who complain that the 
increase in Estate Duty and Gift Tax 
have hit the rich community hard 
would do well to remind themselves 
about the runaway boom in the real 
estate market. 

Profits Powerless 

Strangely enough, equity prices have 
been difting lower for a. long while 
inspite of encouraging corporate news. 
According to a recent study by the 
Economic Times, industrial profits 
showed a remarkable improvement in 
1963-64 over the previous year. The 
increases in capital employed and in 
sales were moderate but profits rose 
at a faster rate. The sales of 78 big 
companies comprising the study 
registered an increase of 14.9 per cent 

over the preceding year (1962-63), 
capital employed rose by 6.4 per cent, 
the gross profit increased by 20.2 per 
cent and the ratio of gross profit to 
capital employed improved from 13.1 
per cent to 14.8 per cent. 

The stock market might have pre
sented a better appearance but for the 
continuing depression in the capital 
market, which in turn, seems to be ap-
inevitable counterpart of the scramble 
for new issues which developed in 1960 
and 1961. Investors in new shares 
have suffered heavy losses and they 
are still licking their wounds. Accord
ing to a survey by the Economic 
Times, of the 182 shares, issued dur
ing January 1960 and June 1964, in
cluded in the study, only 59 are quot
ed above par while 97 are available 
at a discount and the remaining 26 
are at par. The discount at which 
even the good issues fully subscribed 
or over-subscribed earlier are quoting 
now and the poor response by the 
investing public to new capital issues 
by companies with powerful backing 
of reputed directors and impressive 
foreign collaborators have made entre
preneurs in general extremely cautious 
and hesitant to undertake expansion 
of existing units or venture into new 
ones. The response to new issues 
during the past six months has been 
so poor that underwriters had to take 
up a major part of the issues left un
subscribed. 

But market conditions are now 
taking a turn for the better. Belatedly, 
speculators and investors are realising 
that the Budget had really been invest
ment-oriented and that the Govern
ment wishes well of the private sector. 
The Finance Minister made it very 
clear at the time of inaugurating the 
Industrial Development Bank that 
there is no escape from a policy of 
encouraging larger savings in the cor
porate sector. TTK also expressed 
the view that the flow of savings into 

equity stock must increase and every 
effort must be made to sustain such 
an increase. Apart from improved 
prospects for the corporate sector be
cause of the Government's helpful 
attitude, sustained institutional sup
port, more particularly from the Unit 
Trust and the LIC, will have a signifi
cant impact on (he outlook for equi
ties. Floating stocks of good scrips 
are getting absorbed and the market 
might find itself bare of stock in the 
not-distant future. 

Cotton 

Rising Consumption 

M ILL consumption of cotton during 
the first eight months of the 

current (1963-64) season beginning 
with September comes to 40.82 lakh 
bales comprising 36.68 lakh bales of 
Indian cotton and 4.14 lakh bales of 
foreign cotton. Consumption during 
the same period last season consisted 
of 30,72 lakh bales of Indian cotton 
and 6.68 lakh bales of foreign cotton, 
making a total of 37.40 lakh bales. 
On current reckoning, consumption 
during the 1963-64 season should 
exceed 61 lakh bales of which Indian 
cotton will account for nearly 55 lakh 
bales. In the previous season, mills 
consumed a total 56.7 lakh bales out 
of which 47.9 lakh bales were of In
dian cotton. Cotton consumption has 
been increasing over the years, the 
monthly average having gone up from 
4.64 lakh bales in 1961 to 4.69 lakh 
bales in 1962 and 4.86 lakh bales in 
1963. The monthly average far the 
first four months of 1964 works out 
to 5.14 lakh bales. Consumption will 
register a further substantial increase 
with the installation of additional 
spindleage required for achieving the 
target set for cloth production. The 
scope for importing foreign cotton 
being necessarily limited, the textile 
industry will have to depend more and 
more on indigenous supply. This 
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highlights the pressing need for bring
ing about a marked increase in cotton 
production. 

Production 
The Indian Cotton Mills ' Federation 

had some time ago submitted a note 
to the Planning Commission in which 
it stated that there was no reason why 
the Third Plan target of 70 lakh bales 
should not be achieved and that it 
could even be surpassed. Few oververs 
are inclined to share the Federation's 
optimism. The Planning Commission 
does not expect production during 
1965-66 to exceed 65.4 lakh bales and 
the target for the Fourth Plan has 
been tentatively fixed at 85 lakh bales. 
The Federation has suggested that the 
Planning Commission should prepare a 
special three-year or five-year plan for 
making the country self-sufficient in 
cotton for which it: should set aside 
Rs 15 crores to Rs 20 crores a year, 
exclusive of the foreign exchange ex
penditure on import of fertilisers spe
cially for cotton. Another suggestion 
relates to the setting up of numerous 
model farms strewn all over the cotton 
growing areas. The sub-committee 
appointed by the Federation to pre
pare a scheme for industry's active 
participation in raising cotton yield 
has made many valuable suggestions. 
The Federation has been asked to 
associate closely with the implementa
tion of the package programme in 
various cotton regions. Compact blocks 
of 1000 acres each are proposed to be 
set up in live States — Maharashtra, 
Gujarat, Punjab, Rajasthan and Ma-
rathwada — and immediate steps are 
recommended for the supply of insecti
cides and sprayers in these areas in 
order to save the crop from damage 
by pests and diseases which is by no 
means inconsiderable. 

Despite satisfactory supply this 
season, cotton prices have remained 
on the high side, fairly close to the 
ceiling. In view of the rising trend 
in consumption, the industry will find 
it increasingly difficult to secure its 
raw material at reasonable prices. It 
is good that the Indian Cotton Mills' 
Federation has begun to take a lively 
interest in the matter of raising cotton 
production through better yield. The 
problem of increasing production as 
that of most other commodities is not 
one of knowing what needs to be done 
but how to get things done. The pro
blem is essentially organisational and 
it is difficult to see how the Federa
tion, which has completely failed to 
enforce discipline on its 500 and odd 
member mi lk in regard to the imple

mentation of the voluntary control 
over cloth prices and maintaining 
cotton prices within the ceiling during 
periods of scarcity, can render much 
help in increasing cotton output. The 
need for a determined effort for rais
ing cotton production cannot be over-
stressed. I t will be impossible to 
satisfy the clothing requirements of 
the common man at reasonable prices 
if the supply of cotton does not keep 
pace with the industry's requirements. 

Oilseeds 

Prices Soar 

THE rise in oilseeds prices is a part 
of (he general price upsurge in 

the country. When one compares oil
seeds prices with those of foodgrains, 
oilseeds look rather cheap. Because of 
their substantially lower yield per acre, 
oilseeds have, in the past, generally 
been quoted higher than cereals. 
Groundnut, for instance, has often 
fetched a price two-and-a-half times 
that of wheat but at present it is 
wheat which is costlier. The distor
tion in (he price relationship between 
oilseeds and cereals can have a seri
ous impact on oilseeds production 
which has been lagging far behind the 
country's growing requirements. 

The steep rise in oilseeds prices 
over the past few months cannot be 
explained away easily in terms of any 
single factor. The Forward Markets 
Commission, which has never been 
able to see things in their proper pers
pective, blamed the speculator for rig
ging up prices and banned forward 
trading in 14 commodities including 
groundnut, groundnut oil and ground
nut expeller cake with effect from 
June 1. And oddly enough, the shar
pest rise in oilseeds prices occured 
only in June. But the Commission 
wi l l never learn. To point out that 
the ban on forward trading has not 
helped check the rising trend in pri
ces is not to concede the trade's view 
point that hedge markets have a real
ly useful function to perform. The way 
forward trading is conducted in some 
of the commodities makes virtual non
sense of hedging facilities in that there 
is no close link between the spot 
market and the forward market. 

Vanaspati 

Another explanation offered for the 
spurt in groundnut prices is the ag
gressive purchases of oil by vanaspati 
manufacturers. Vanaspati manufactur
ers have been progressively bidding 

up oil prices because they have not 
been experiencing any difficulty in 
marketing their product at rising pri
ces. Within a little over a month of 
decontrol from June 1 the price of 
vanaspati has been raised, in stages, 
from Rs 46.53 to Rs 54,45 per tin of 
16.5 kilogrammes. Vanaspati manufac
turers can, of course, easily argue that 
they have been obliged to raise the 
price of their finished product because 
of the rising trend in raw material 
prices. Anyway, vanaspati prices and 
groundnut oil prices have been chas
ing each other to the utter dismay of 
the poor consumer. Perturbed by 
soaring prices, the Reserve Bank of 
India has imposed margin restrictions 
on advances by scheduled banks aga
inst the security of vegetable oils (in
cluding vanaspati) and raised the pre
sent margins on bank advances aga
inst 'other oilseeds'. The stiff margin 
restrictions are aimed at discouraging 
aggressive purchases of o i l The vanas
pati manufacturers have furnished sta
tistics to disprove the charge that they 
have been indulging in aggressive pur
chases of oil. It has been pointed out 
that, during April-June, vanaspati 
manufacturers bought about 71,000 
tonnes of oil against an estimated pro
duction of 88,000 tonnes of vanaspati. 
Stocks of oil which were around 71 
per cent of production in April in
creased to 88 per cent in May and 90 
per cent in June. But when compared 
to the earlier five years' average, these 
stocks were the lowest, the five years' 
average for the three months— Apr i l , 
May, June —being 95 per cent. 107 
per cent and 103 per cent respective
ly. Not much weight could perhaps 
be given to these figures. According 
to well informed observers, there has 
been a far bigger increase in vanas
pati output than is shown by the 
figures of production supplied by 
vanaspati manufacturers. A fairly large 
volume of production goes unrecord
ed in order to escape the heavy bur
den of excise duty. Margin restric
tions are welcome to the extent to 
which they can discourage hoarding 
or holding of stocks; credit curbs 
cannot correct the fundamental imba
lance between supply and demand. 

Exports 

Yet another reason, and quite an 
important one indeed, for the prevail
ing high prices of edible oils is the 
large export of groundnut oil . On 
current reckoning, groundnut oil ex
ports in the 1963-64 crop year (Octo
ber to September) are likely to show 
a small improvement over the previous 
season's figure of 77,000 tonnes, the 
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recent ban on exports notwithstanding. 
Exports of groundnut extractions are 
expected to set a new record, the 
volume depending mainly on indige
nous supply. Widespread discontent 
resulting from high prices of edible 
oils has raised serious doubts about 
the wisdom of Government's policy 
of encouraging exports through liber
al incentives. Because of the alarming 
price situation several representations 
had recently been made to the Gov
ernment demanding an immediate ban 
on export of edible oils, especially 
groundnut oil . The Government has 
not been slow to respond and a ban 
has been imposed on the export of 
various edible oils including vanaspati 
with effect from July 11. Even com
mitments made before the ban, vary-
ingly estimated between 20,000 and 
30,000 tonnes will not be allowed to 
be honoured. This might create some 
difficulties as exporters are reported 
to have already availed of import 
licences for copra, palm oil and aro
matic chemicals allowed under the 
incentive scheme against outstanding 
commitments. The foreign exchange 
position of the country being what it 
is, the need for boosting exports can 
hardly be over-emphasised. Even so. 
it is necessary that exports fit in with 
(he broad pattern of national good and 
judicial balance is struck between the 
needs of export, domestic consumption 
and industrial development. Apart 
from aggravating the upward trend in 
prices, an important point that has 
often been raised against the Govern
ment's export policy for groundnut 
oil is that it is designed especially for 
the benefit of certain vested interests. 
The bulk of the total export business 
is accounted for by half a dozen ship
pers and their success is not because 
of their being more enterprising than 
others but because of the peculiar 
nature of the incentive scheme, link
ing export of oil with the import of 
copra and palm oil which places soap 
manufacturers in a decisively advant
ageous position. 

Production Drive 

Ban on forward trading, stiff mar
gin restrictions on bank advances, 
curbs on export of edible oils, includ
ing vanaspati, satisfactory weather re
ports from the groundnut producing 
areas—all these have so far failed to 
produce any significant impact on 
oilseeds prices. This only highlights 
that the rising trend in oilseeds prices 
reflects the chronic imbalance between 
supply and demand, resulting from a 
virtually static production and a stea
dily growing demand. Consumption of 

fats in India has been incredibly low; 
it is picking up with the growth of 
population and increased purchasing 
power created by massive investments 
under the Plans. There has also been 
a considerable increase in the demand 
for vegetable oils from the soap manu
facturing industry. Oilseeds produc
tion, on the other hand, has not shown 
any significant improvement in recent 
years. The output of five major oil
seeds during 1963-64-—the third year 
of the current Plan—is unlikely to 
exceed 7 million tons, which is still 
far short of the Second Plan target 
of 7.8 million tons. It is tempting to 
blame the shortfall in production on 
bad weather, but the plain truth is 
that various steps taken by the Gov
ernment have failed to yield concrete 
results. The per acre yield in India is 
hardly two-third of what it is in the 
neighbouring oilseeds producing coun
tries of Asia. Judged by past perfor
mance it would be simply wishful 
thinking to expect that production 
during the remaining two years could 
be raised to reach anywhere near the 
Third Plan target of 9.8 million tons. 

The Planning Commission docs not 
seem hopeful of oilseeds production 
exceeding 7.6 million tons in 1965-66. 
That is why the target for the Fourth 
Plan has been tentatively fixed at 10 
million tons. It is apparent that un
less vigorous efforts are made to step 
up production, which wil l have to be 
achieved mainly through higher pro
ductivity, the imbalance between sup
ply and demand wil l increase further 
in course of time. The prospect of a 
serious fat famine in the country 
within the next few years is disturb
ing but the situation is not: a very 
desperate one, provided, of course, a 
planned effort is made to raise the 
production. Up to now, encouragement 
and facilities have only been extended 
for farming on plantation scale to tea 
and coffee. The time has come when 
the cultivation of oilseeds should be 
treated on a similar basis under a 
crash programme aimed at ensuring at 
least a 50 per cent increase in total 
production during the next few years. 
Besides, whatever effort has been made 
in the past to step up oilseeds produc
tion, has been virtually confined to 
the five major oilseeds, namely, ground
nut, sesamum, rapeseed and must ani
seed, linseed and castorseed. 

Reglected potential 

Very little attention has been paid to 
the development of copra, which is an 
important source for oils and fats, and 

to the vast potential wealth in the 
form of a number of minor oilseeds 
and oil-bearing materials. India's vast 
coastline, extending to about 4,000 
miles offers good scope for planting 
coconut trees. If a well-planned effort 
is made to exploit the potential for 
growing the trees, it should not. be 
difficult for the country to achieve 
self-sufficiency in copra and coconut 
oil . The supply of vegetable oils can 
also be considerably increased by pro
perly tapping minor oilseeds and oil-
bearing materials. It: is comforting to 
know that the Indian Central Oilseeds 
Committee has recently undertaken 
some surveys of potential areas for 
the availability of mowrah seeds, pilu, 
khakan etc. While the need for mak
ing vigorous efforts to increase the 
supply of vegetable oils can never be 
over-emphasised, serious attention 
also needs to be paid to the question 
of utilising available supply as profit
ably as possible. Considerable quanti
ties of edible oils are being consumed 
by the soap manufacturing industry, 
A planned and systematic establish
ment of a sound fatty acid industry 
in the country will provide the soap 
industry with some of its raw mate
rials which in turn will release sizable 
quantities of edible oils now being 
consumed by soap manufacturers. 

Al l this wil l naturally take time. In 
the short run, the supply will need to 
be augmented through imports. New-
Delhi has already approached Washing
ton for the supply of one lakh tons of 
soyabeen oil and 50,000 tons of tallow 
under P L 480. It is to be hoped that 
these supplies will he forthcoming 
within a few months. Such large im
ports can have a far reaching impact 
on the trend of oilseeds prices. The 
landed cost of soyabean oil works out 
to around Rs 1400-1500 per ton 
whereas groundnut oil is currently 
quoted around Rs 2,500 per ton. The 
prevailing high prices reflect current 
shortage but once market psychology 
changes, oilseeds prices can be expect
ed to develop an easier tendency. The 
seasonal factor is in favour of a decline 
in prices. How far the decline might 
go, it is difficult to say. The present 
ban on export of edible oil must be 
regarded as a temporary measure. Ex
ports wil l have to be allowed when 
new groundnut harvest is ready. But 
it would perhaps be necessary to 
modify the export: incentive scheme. 
It is becoming increasingly clear that 
the export of groundnut oil can be 
allowed to exceed a certain limit: only 
at the risk of causing an alarming rise 
in prices in the internal market. 
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