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Around Bombay Markets

Digesting

Gains
Thursday, Morning

DALAL STREET, which had been
moving up and up under the lead
of speculators' favourities for quite a
long while, called a hall to its upward
journey about the middle of last week
of August. The steep rise in the popular counters had made the market's
technical position rather suspect. It was
therefore necessary that
The market
should pause to allow technical forces
have their play, weed out the weak
elements and consolidate its position
before making a further big dash. In
the process of technical
adjustment
that has been in progress since the last
week of August, some of the market
leaders have suffered sizable lossesNational Rayon is down from Rs 393
to Rs 359, Century from Rs 649 to
Rs 623, Indian Iron from Rs 28.30 to
Rs 27, Tata Steel from Rs 164.75 to
Rs 158.25 and Hindustan Motors from
Rs 19.60 to Rs 18.40.
In a rising trend, technical reaction
occurs in much the same fashion as
the safety valve of a steam boiler pops
and relieves the pressure before the
factor of safety has been
exceeded.
While technical adjustment is both natural and desirable, it often
brings
about a visible change in the mood of
the market and makes many observers
wonder whether the market
would
again be able to push its way into new
high ground. Strange as it might seem,
whenever a technical correction gets
under way there is always some news
to explain the change in market psychology. Market observers are now emphasising the unhappy developments in
Kerala and Orissa, the reported concentration of Chinese forces all along
the Indian border, the scare caused by
the hunt for unaccounted wealth and
the further increase in the
lending
rates to around 8 to 8} per cent by
some of the leading banks.
Surely, one cannot dismiss these factors as of no consequence at all; renewed Chinese aggression could easily
upset all market calculations. But it
might be rash to take too serious a
notice of these developments in assessing the long-term prospects for equities.
If the political situation does not deteriorate and New Delhi is able to con-
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centrate its efforts on economic development, investors can look forward to
the future with a greater measure of
confidence than before as there are good
many indications of a helpful change in
official thinking on various economic
issues.
Interest in the stock market is gradually broadening and outside public
participation is on the increase. The
response to the units of the Unit Trust
has been more encouraging than what
had been generally anticipated. Sustained support from the Unit Trust has
brought about an impressive recovery
in cash scrips such as Synthetics and
Chemicals, Associated Bearing, Permanent Magnets, SLM-Maneklal, Chemical and Fibres and Indian Aluminium —
to mention only a few counters. With
the marked improvement in cash scrips,
the recovery on the stock market can
no longer be regarded as merely of a
speculative nature. The upward trend
in equities is likely to get considerably
accelerated when the stock market begins to feel the impact of reduced floating stocks of several important scrips.
The Unit Trust has raised the selling
price of its unit by another 5 Paise
from Rs 10.35 to Rs 10.40. The price
will no doubt need to be adjusted in
course of time because of the dividend
considerations. But the Unit Trust will
do well not to raise the price too high.
For one thing, it might discourage fresh
investment in the units and, secondly,
the raise in prices might even induce
the investors to part with the units
when the Unit Trust starts quoting its
purchase price in the not-distant future.
When the distant prospect for equities seems encouraging as the Government seems determined to tackle economic issues in a more realistic manner
and is willing to offer better incentives
to the private sector, the immediate
outlook for the stock market is a little
uncertain. It is difficult to say how long
the process of technical adjustment,
which is now under way, w i l l continue
and how far the decline in prices might
go. The odds perhaps are that the reactionary trend w i l l not last for more
than a few weeks.

Cotton

Easier Tendency
H A T the 1964-65 cotton crop will
be like, it all depends on the weather which is unpredictable. Except for
certain tracts in the Punjab and the Surat District, particularly the latter,
which have had excessive rains, elsewhere, weather conditions, so far, have
been almost ideal. And if the weather
continues to oblige in the crucial weeks
ahead, the new crop could easily show
a considerable improvement over the
1963-64 season's record crop of 61.50
lakh bales; of course, weather conditions during the previous season were
also highly satisfactory. In any case, the
trade and industry can look forward to
a reasonably comfortable time in the
new season unless the weather turns
very unkind. This is because the last
season has ended with a larger carryover. M i l l consumption of cotton during the first 10 months of the season
is placed around 45.21 lakh bales of Indian cotton (39 lakh bales) and 5.04
lakh bales (7,75 lakh bales) of foreign
cotton. The total mill consumption during the 1963-64 season can be placed
around 54 lakh bales of Indian cotton
and 6 lakh bales of foreign cotton. Exports and Ambar Charkha will account
for another 3.50 lakh bales, making a
total disappearance of 63.50 lakh bales.
The total supply works out to a little
over 91 lakh bales inclusive of the
carryover of 22.38 lakh bales, import of
7.50 lakh bales and domestic crop of
61.50 lakh bales. The carryover of Indian cotton at the end of the season
will be higher around 24.25 lakh bales
of Indian cotton (against 20.25 lakh
bales) and that of foreign cotton at 3.^8
lakh bales (2.13 lakh bales).
This is
sufficient to meet the industry's demand for about five months whereas
the crop movement will be in full
swing by about the middle of November, that is, after two-and-a-half months
of the beginning of the new season.
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Larger carryover and prospects of
another good harvest have induced an
easier tendency in the market. After
being bid up to Rs 736.75 (the highest
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price recorded so far), the M a r c h contract receded to Rs 726 and is c u r r e n t l y
q u o t e d around Rs 730.50.
W h i l e the
general feeling in the m a r k e t is bearish,
bears are reluctant to be aggressive in
face of the weather uncertainties. W h o
can ever be certain of the
weather?
A c t i v i t y in the futures market is grad u a l l y p i c k i n g up, but the spot m a r k e t
has become quite listless. M i l l s are in
no m o o d to make fresh
purchases;
most of them are well-stocked
and
only the very needy m i l l s figure as
buyers. Spot prices have not registered
any notable declines t h o u g h the tendency is d i s t i n c t l y subdued; q u a l i t y cottons continue to fetch good prices.
N e w D e l h i has abolished the export
d u t y of Rs 25 per bale on Bengal
Deshi w i t h effect f r o m September I
w h i c h marks the beginning of the new
season. This w i l l improve the competitive position of I n d i a n Deshi c o t t o n in
overseas market, unless, of course, domestic prices are b i d up to offset the
benefit resulting f r o m the d u t y relief.
Prices have already hardened by about
Rs 10 to Rs 15 per candy after the
removal of export d u t y but the rise is
in no small measure due to reports of
excessive rains in the Punjab. Exporters seem quite o p t i m i s t i c about p u t t i n g
t h r o u g h good export business in course
of time. Japan is reported to be evincing considerable interest in Bengal
Deshi and is reportedly offering around
21.20 cents a lb for choice q u a l i t y . The
a b o l i t i o n of export d u t y has
raised
hopes in market circles that the Government m i g h t soon accept the trade's
plea for the a b o l i t i o n of sales tax and
a reduction in freight on cotton meant
for export.

Oilseeds
Groundnut at New High
THE oilseeds market has been displaying a mixed price pattern recently. While groundnut and groundnut oil (spot) have kept soaring, other
oilseeds have been distinctly subdued.
Groundnut oil which was quoted around
Rs 1700 in the beginning of the year
and had risen to Rs 2600 by about the
middle of July rose to a new all-time
high of Rs 2950 (per tonne) last week.
It would be naive to suggest that the
facility for hedge trading in new crop
contracts which is available for cottonseed, castor and linseed and is denied
in the case of groundnut and its products has influenced the course of prices and produced divergent
trends.
Groundnut prices in Bombay keep
soaring not because of the absence of

hedge trading in new crop contracts
but because of restrictions on the movement of the commodity outside Gujarat and Uttar Pradesh. With arrivals in
Bombay extremely limited, the supply
position of groundnut and groundnut oil
has been deteriorating day by day. It
is time that the Union Government
evolved an integrated policy in respect
of essential commodities like edible oils
because if consumers in different regions have to pay widely different prices for the same stuff, it will seriously
undermine national unity.
Vanaspati factories in the northern
and western zones are facing acute
shortage of groundnut oil. Four of the
15 factories in the western zone and
four of the nine factories in the northern zone are reported to have already
been closed and the
remaining are
working at a very low capacity. The
situation in the eastern and southern
zones is less disturbing. Of course, it
is not very uncommon for vanaspati
factories to experience shortage of raw
material near the fag-end of the season but the supply position this year
has been completely distorted by restrictions on the movement of groundnut and groundnut oil outside Gujarat
and Uttar Pradesh, The solvent extraction industry too is passing through a
difficult time. This is due less to the
prices of expeller cake than to the
physical shortage of goods. There is
virtually a scramble among the extraction manufacturers to pick up whatever
expeller cake is available. Even so, over
60 per cent of the solvent extraction
plants in the country are reported to
have closed down for want of raw
material supply.
At present, the interest of the oilseeds trade is focussed more on 'he
next move of the Gujarat and U P Governments in regard to the curbs on the
movement of oilseeds outside
these
States than on the progress of the
monsoon which, fortunately, is quite
promising. If the weather continues to
oblige during the next few weeks, the
groundnut crop should set a new alltime record around 38 lakh tons. Tight
stock position and prospects of a bumper crop have led to a wide spread between the spot and distant delivery quotations for groundnut. Groundnut oil
ready is quoted around Rs 29.50 (per
10 kgs) while November position is
quoted around Rs 19.25 and December
around Rs 18.50; prices of distant deliveries have hardened a little over the
past fortnight or so in sympathy with
the spurt in the price of spot oil. In

view of the excellent crop prospects, it
is really surprising that the States
should have continued with the curb
on the movement of goods as this is
likely to create an adverse situation for
the State when the new crop begins
to move into the markets. Crop prospects being encouraging, there should
be no difficulty in the resumption of
futures trading in groundnut and its
products once the restrictions on the
inter-State movements of
goods are
withdrawn by the States concerned.
In the absence of hedge trading in
new crop groundnut, the oilseeds futures
market continues to present a rather
dull appearance and this is reflected in
the small range of fluctuations in castor
linseed and cottonseed contracts. Cottonseed January has been moving between Rs 96.50 and Rs 98, linseed
March between Rs 39.25 and Rs 38.25
(per 50 kgs) and castor March Rs 177
and Rs 175.50 (per 250 kgs). Except
for cottonseed which have been quietly
steady, other oilseeds have been subdued for some time.
Export Policy
Fairly good business is reported to
have been put through
recently in
groundnut extractions, mostly under
STC link deal. This has imparted considerable strength to the market. Both
expeller cake and extraction are quoted around all-time high levels; expeller
is quoted around Rs 507 and extraction
around 427. Certain Communist countries are stated to have made sizable
purchases of linseed extractions recently. Cottonseed cake has continued to
attract fair overseas demand. Shippers
of castor oil have had to experience
considerable difficulty due to the recent partial dock strike: goods could
not be shipped in time as the oil tanks
were not being cleaned.
The new groundnut crop, which is
likely to be a bumper one, will begin
to move into the market after about
the middle of October. The Government of India would be well-advised
to have a careful look at its export
policy for groundnut o i l and other vegetable oils. Reports from abroad hold
out the prospect of good demand for
Indian groundnut oil; it should not
perhaps be difficult to sell anything
between 50,000 and 75,000 tons of
groundnut oil to Spain, Russia ' n d
Burma during the 1964-65 season -jnd
that too without any big incentives. The
international price of groundnut oil is,
at present, about £25 per ton higher
than the level obtaining last year. The
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Government should seriously consider
the question of doing away with export incentives or substantially modilying them. This will help bring down
internal prices which will make Indian
oil'fairly competitive abroad. If incentives are not carefully thought out in
the light of overseas demand and prices, they are likely to cause considerable
avoidable hardship to the domestic consumers. The Government w i l l also be
well-advised to fix maximum ex-mill
and retail prices of vanaspati for a
period of six months or so. This will
discourage
vanaspati
manufacturers
from rigging up prices of groundnut
oil. Besides, efforts for procuring large
quantities of soyabean, soya bean oil
and tallow from the U S tinder P L 480
should be continued. The import of
soyabeans should be preferred to soyan
bean oil because this will help the domestic solvent extraction industry.
Money M a r k e t
Thursday Morning
THE money market turned tight
' and was ruling firm for the last
about a fortnight, the inter-bank call
money rate forging up from 1 per cent
on August 29 to 4.5 per cent on September 4. By Tuesday last, however, a
bhtly easier tendency was noticeable,
crate stepping down to 4 per cent.
tightness in the trough of the
ck season was not a sequel to the
demand for funds incidental to the
issue, in the last week of August, of
the 13 State Government loans for a
total value of Rs 100 crores which
were over-subscribed; it was attributable to the heavy requirements lor
meeting quarterly tax payments due by
September 1. A similar squeeze in the
money market was noted this time last
year also, apparently making it seasonal, but the spurt then was from 1 per
cent to 3 per cent lasting for a short
while only. The more stringent conditions witnessed during the current year
appear obviously to have stemmed from
a larger demand than the available inflow of funds could sustain.
As for the return flow of funds, credit contraction during the current slack
season from May to August has been
of the order of Rs 134 crores comparing
with Rs 130 crores during the corresponding period last year. Though the
amount by itself appears to present a
better picture, the proportion of credit
contraction to credit expansion in the
preceding busy season has not been
maintained, for against a credit expan-

sion of Rs 217 crores in November
1962-April 1963 busy season, that in
the 1963-64 busy season
aggregated
Rs 384 crores. Lower return flow may
be due to a part of the funds having
gone to industries from which return
is bound to be slow.
Whatever the reasons for the slackness in the return flow, that the demand, which emanated in the last fortnight has outstripped the available supply is obvious. The ris in Central Government deposits consecutively for the
last three weeks ending September 4,
amounting to Rs 65.85 crores, reflects
the heavy shift of funds from the public to Government that has occurred
recently, contributing partly to the rise
in demand. Investment of funds by
banks in government securities to fulfil their statutory obligations by September 1, may have been another reason for restricted supplies of funds in
the open market. However, the upsurge
in demand being only a temporary development a return to easier conditions
during the rest of the slack season can
now be normally expected.
The latest scheduled banks' statement for the week ended August 28,
has also disclosed features explaining
the stringency in the midst of the rising flow of funds. Aggregate deposits
have grown up by Rs 15.47 crores, but
against this, investments have swelled
by Rs 28.57 crores and bank credit has
expanded by Rs 2,41 crores. This has
resulted in a heavy withdrawal of Rs
17.98 crores from the balances with
the Reserve Bank and reduction of Rs
3.42 crores in 'money placed at call'.
The demand for funds usual in the
first week of a month is reflected in
the Reserve Bank returns for the week
ended September 4. Notes in circulation have expanded by Rs 17.37 crores.
This has not, however, involved any
additional note issue as the expansion
is fully met by the Banking Department
which gave out Rs 19.67 crores, of
which Rs 2.31 crores have gone back
to the Issue Department. As rupee coins
of Rs 2.36 crores have flown out of the
Issue Department against an intake of
Rs 2.31 crores of notes, the net flowout has been backed by a transfer of
Rs 5 lakhs of rupee securities into the
Issue Department. Foreign securities
have remained unchanged but foreign
balances have improved by Rs 2.19
crores raising the total foreign assets
to Rs 97.80 crores.

Another feature disclosed by the
Statement is the sharp rise in Central
Government's deposit by Rs 38.44
crores following rises of Rs 17.97
crores in the previous week and Rs 9.44
crores in the week prior to that. At
the same time Government borrowings
from the Reserve Bank
have gone
down by Rs 3.68 crores. Scheduled
banks have added Rs 3.25 crores to
their deposits but have simultaneously
increased their borrowings by Rs 3.17
crores. While investments of the Bank
have declined by Rs 14.33 crores, bills
purchased have sharply risen by Rs
42.18 crores.

Rohtas Industries Limited
Registered Office: Dalmianagar (Bihar)
The Thirtyfirst Annual General
Meeting of the Shareholders of Rohtas
Industries Ltd, will be held at the Registered Office of the Company at Dalmianagar on Wednesday, the 30th September, 1964 at 11 A . M . to transact
the following business:
1. To receive and adopt the Directors'
Report and the Audited Accounts
for the financial year ended 31st
March, 1964.
2. To declare dividends.
3. To elect a Director in place of Shri
Nand Lall Poddar, who retires bv
rotation and is eligible for reappointment.
4. To appoint Auditors and fix their
remuneration.
The retiring Auditors, Messrs K N Gutgutia & Co,
Chartered Accountants, are eligible
for re-appointment.
Share Transfer Books and Members'
Register of the Company will remain
closed from 24th September, 1964 to
30th September, 1964, both days inclusive.
By order of the Board
For Sahu Iain Ltd,
A K Jain
Director,
Managing Agents.
Calcutta,
5th September, 1964.
N.B. A member entitled to attend and
vote is entitled to appoint a
proxy to attend and vote instead
of himself. Such proxy need not
be a member.
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