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Around Bombay Markets 

Dalal Street at New Low 

EQUITIES continue to drift lower 
and the crisis of confidence is 

deepening with the decline in prices. 
Last week's further fall in equity pri
ces took the market within three per 
cent of its 1964 low and quite a few 
counters, which included some market 
leaders, struck altogether new lows for 
the year. Rayon shares have been worst 
sufferers in the current downward 
trend. Even South India Viscose which 
has a record of excellent performance to 
its credit is quoted at a small discount. 
And as for Baroda Rayon and Indian 
Rayon, the less said the better, the 
former is quoted around Rs 60 and the 
latter around Rs 50; both the shares 
arc Rs 100-paid. Automobile shares 
come next to Rayons even though the 
corporate news here is not bad. Steels 
and Engineering shares have also suf
fered sizeable losses in spite of the fact 
that these industries are doing fairly 
well. 

The corporate news which continues 
to be encouraging has long since ceased 
to have any significant impact on the 
market. Several factors contributed to 
the further deterioration in the stock 
market sentiment last week. The Fin
ance Minister Krishnamachari's empha
sis on the need for mobilisation of re
sources for the Fourth Plan and his 
hint that some indication of the ad
vance action might become available 
from the forthcoming February Budget 
were interpreted to indicate that the 
Budget would provide no fiscal relief. 
The FICCI representatives who had 
discussions with the Prime Minister 
on the economic situation and the con
tinuing slump in the capital market 
returned without any promise or hope 
of any early fiscal relief. This caused 
considerable disappointment in the 
market which had somehow begun to 
hope that some positive good would 
come out of this meeting and that the 
Government would not delay action to 
tone up the capital market. The amend
ment to the Wealth Tax Act and the 
Finance Minister's statement that the 
Government would get very near to 
mastering the problem of black money 
in a year or two had also an unsettling 
effect on the trading sentiment The 
ten per cent cut in the foreign ex
change allocation to actual users for 
the second half of the current year was 
also viewed with a measure of anxiety. 

The decline in equity prices does not 
fully reflect the stock market's agony. 
The stock exchange community is far 
more worried over the marked shrink
age in the turnover. The majority of 
stockbrokers is finding it difficult to 
meet office expenses, which, in most 
cases, are on the fairly low side. It is 
quite possible that a few brokers might 
feel obliged to give up the profession 
and take to some other vocation if ac
tivity on the stock market does not 
revive in the near-distant future. If it 
were merely a change in the nature of 
activity which was worrying the stock 
exchange community, it would be a 
different matter. But the total turn-
over itself has shrunk, notwithstanding 
the marked increase in the number of 
securities listed on the stock exchange. 
The crisis of confidence in the capital 
market presents a sharp contrast to the 
boom in commodity markets. That the 
stock market should be facing a crisis 
of confidence in an inflationary situa
tion is a matter of very serious concern 
which the authorities cannot afford to 
ignore for too long. 

Cotton 

Futures Turn Irregular 
DEPORTS that the authorities are 

feeling concerned over soaring 
cotton prices have induced some cau
tion in the cotton market. Prices did 
not register any new highs last week. 
After touching the pre-delivery ceiling 
of Rs 775, cotton futures have turned 
irregular. The March contract moved 
somewhat erratically between Rs 775 
and Rs 766 and closed at Rs 770.50 
against Rs 771.75 a week ago. In the 
spot market, the unofficial premiums 
registered a small setback as spinners 
were reluctant to make fresh purchases 
at ridiculously high prices. With farm
ers continuing to sit tight on their 
stocks because of the growing infla
tionary psychology, arrivals into the 
markets continue to be restricted. In
formed circles are convinced that the 
restricted flow of arrivals is due essen
tially to growers' unwillingness to part 
with their produce; the 1964-65 cotton 
crop is generally believed to be better 
than in the previous season. 

That the Government should conti
nue to remain an idle spectator when 
spot cotton prices have pierced the 
statutory ceiling is really intriguing. 

Thursday Morning 

The feeling is gaining ground that the 
Government is not taking any firm 
action to enforce the price control 
order because that would displease the 
farmers. This is most unfortunate. If 
the price ceilings are not to be strict
ly enforced then why not scrap price 
control. Fortunately, the supply posi-
tion of cotton is far from being uncom
fortable and it is easy to bring down 
prices to reasonable levels. Introduce 
compulsory survey, enhance margins 
against cotton advances and introduce 
the quota system for the purchase of 
indigenous cotton by mills. Once this 
is done, all the premiums on cotton 
will quickly disappear. And if early 
arrangements are also made for import
ing sizeable quantities of cotton from 
abroad, cotton prices could come down 
quite substantially, increased mil l con
sumption notwithstanding. 

The Government must act and act 
quickly if its is to succeed in holding 
prices of controlled varieties of cloth 
around the current levels. It is com
forting to hear that negotiations are un
derway for importing 50,000 bales of 
Pakistani cotton which is nearly Rs 
200 to Rs 250 a candy cheaper than 
comparable Indian cotton. Timely im
ports can have a significant impact on 
the trend of domestic cotton prices 
which have soared to fantastic levels. 

Oilseeds 

Futures at New High 
A FTER a small early setback caused 

by precautionary corrective profit-
taking, oilseeds futures developed re
markable strength on hectic short co
vering and renewed bull support. On 
Wednesday, December 2, castor and 
linseed futures hit their ceilings and 
groundnut futures moved beyond the 
second marginal line whereby bulls are 
required to pay a penal margin of Rs 
10,000 per 25 tonnes (the smallest unit 
of trading) on their entire purchases 
as the facility of free limit has been 
withdrawn. Early in the week, castor 
March were done down to Rs 186.25 
but the quotation improved to Rs 190 
(the ceiling t i l l the end of January) by 
the week-end. During the same pe
riod, linseed March recovered from Rs 
4375 to Rs 45 (per 50 kgs) and cotton-
seed January rose from Rs 112.50 to 
Rs 116 (per 250 kgs). Ground 
nut January which had eased from Rs 
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102.40 to Rs 99.50 rose to Rs 103.25 
(per 100 kgs) at the week-end. 

The bullish fervour has been stimu
lated by the unsatisfactory flow of new 
crop groundnuts in Bombay due pri
marily to the ban on the export of 
groundnut by the Gujarat Government. 
Gujarat has permitted the export of 
groundnut oil from the State but the 
movement of seed outside the State is 
banned. In the absence of normal sup
plies of groundnut, from Gujarat, 
crushers in Bombay are being obliged 
to pay fancy prices for seeds. Senti
ment in the oilseeds market has also 
been aided by reports that the arrival 
of soyabean oil from the U S is likely 
to be delayed considerably. Order for 
only 25.000 tons of soyabean oil is 
reported to have been placed for the 
time being and the rest of the quantity 
will be spread over a period of about 
six months. And what is more, it is 
quite probable that all the 75,000 tons 
of soyabean oil which the U S has 
agreed to give under PL 480 might 
not be imported. The steep rise in the 
price of soyabean oil in recent months 
has made this oil unattractive. The 
vanaspati industry, it is said, will pre
fer cottonseed oil to soyabean oil. 
Meanwhile efforts are being made to 
secure a larger quantity of tallow under 
P L 480 for the soap industry. The 
prevailing high prices of groundnut and 
other oils reflect a temporary imbalance 
between supply and demand arising 
mainly from the restricted movement 
of the new groundnut crop which in 
turn reflects unwillingness on the part 
of growers to part with their produce. 
The price situation might easily get out 
of control if the Government does not 
take strong measures to discourage 
holding and hoarding of stocks at all 
levels. 

Export houses reported very 
good business in groundnut extractions 
and cottonseed cake at rising prices. 
The U K and Communist countries re
main keen buyers of Indian groundnut 
extractions and the prices paid by the 
UK have risen by about £2 per ton 
over the past fortnight or so. Export 
business is said to be limited essenti
ally by the availability of supplies. Ex
port business in oils continues to re
main at a standstill. 

Money Market 
Thursday morning 

AFTER an inactive fortnight, the 
money market was a beehive of 

activity from the beginning of this 
week. The inter-bank call money rate 
suddenly spurted from one per cent to 
2.5 per cent on Monday, to 4.5 per 

cent on Tuesday and to 5 per cent on 
Wednesday. The glut of funds in and 
around the market noticed earlier was 
no more seen; on the contrary, bor
rowers had to search for accommoda
tion offering any rate demanded. The 
Calcutta market was highly erratic with 
an hour-to-hour rise or fall according 
to demand and supply. Sympathetic 
reactions were noticed in Madras also 
though with transactions few and far 
between, and the call money rate ulti
mately perched at 4.75 per cent. 

Why this sudden outburst of demand, 
drying up all floating funds and pushing 
up the money rate? It is stated that 
month-end demands, heavy quarterly 
tax payments and large withdrawals for 
special requirements all coincided to 
make a more-than-expected inroad into 
the resources of banks. Beginning-of-
the-month requirements have yet to be 
felt and will also press heavily on the 
cash balances of banks. Barring these 
developments, the stringency and light
ness do not seem to have stemmed from 
any sudden impact of the busy season. 
However, it is unlikely that conditions 
will revert now to the one-per cent era. 

Funds which have gone out of the bank
ing system wi l l take time to flow back. 
Before that happens, the busy season 
will pick up and year-end requirements 
wil l also exert some pressure on the 
market. By this time last year, the 
inter-bank call rates had already start
ed moving up to 3 to 3.5 per cent. With 
a higher Bank Rate and additional re
strictions against borrowing now, there 
is no reason why money should jingle 
about cheaply. 

Latest scheduled banks' returns for 
the week ended November 20, explains 
the prolonged lull in the call money 
market t i l l last week-end. Aggregate 
deposits rose by Rs 22.94 crores while 
bank credit fell by Rs 4.90 crores. 
Scheduled banks' borrowings from the 
Reserve Bank were further reduced by 
Rs 1.46 crores to a mere Rs 82 lakhs. 
A sum of Rs 9.24 crores sought invest
ment in Government securities. About 
Rs 2.99 crores flew into the call money 
market raising the overall 'Money at 
call and short notice' to Rs 80.10 
crores, as against Rs 66.15 crores last 
year by this time, and keeping down 
the call rate at 1 per cent. 

Business Notes 

Premier Automobiles 
REMIER Automobiles has report

ed better results for the year 
ended June 30, 1964. Sales of cars. 
trucks and spare parts increased by 
about Rs 4 crores to Rs 24,10 crores. 
Gross profit after providing deprecia
tion at Rs 76.95 lakhs (Rs 63.47 laks) 
stood higher at Rs 79.57 lakhs com
pared with Rs 55.33 lakhs in the pre
vious year. The rise in sales is not, 
however, fully reflected in profits, and 
this, the Directors say, is due to high
er wage hill, rise in cost of raw mate
rials and higher rates of interest. 

Development rebate reserve which 
absorbed Rs 17.00 lakhs as against Rs 
13.75 lakhs and taxation provision 
which needed Rs 33.50 lakhs as against 
Rs 19.15 lakhs squeezed the balance 
of profit still further to Rs 29.07 lakhs 
being only Rs 6.63 lakhs more than in 
the previous year. While the Profit 
and Loss Appropriation Account got a 
benefit of Rs 7.35 lakhs by way of ex
cess provisions in respect of previous 
years, expenses and claims relating to 
previous years took away Rs 16.04 
lakhs. In the event, no amount could 
be transferred to General Reserve as 
against Rs 15.00 lakhs last year, but a 
sum of Rs 20.10 lakhs has been taken 
to Dividend Reserve to which the ba

lance of Rs 10.00 lakhs at the credit 
of Dividend Equalisation Reserve has 
been added raising the Dividend Re
serve to Rs 30.00 lakhs. The Directors 
propose to utilise this amount for pay
ing dividend at 4 per cent (nil) for the 
year which wil l absorb Rs 29.00 lakhs. 

The number of cars sold by the 
Company during the year was less at 
4,083 (4,350 in the previous year), but 
trucks sold were more at 6,711 (5,712). 
Spare parts sold fetched Rs 2.55 crores 
(Rs 1.92 crores). During the four 
months ended October 1964, the Com
pany has sold 967 cars and 3,648 
trucks and spare parts worth Rs 60.53 
lakhs as against 1.325 cars, 1,946 trucks 
and spare parts worth Rs 58.47 lakhs 
during the corresponding period last 
year. 

With the commissioning of the Press 
Plant at Kalyan, involving a capital 
expenditure of Rs 5 crores, and the in
stallation of balancing equipment at 
Kurla, the Company wi l l reach about 
90 per cent indigenous content in 
trucks and 74 per cent in Fiat cars. 

Lalchand Hirachand, Chairman of 
the Company, in his statement accom
panying the Report states that the 
lower profitability of Premier Autolho-
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