
AROUND BOMBAY MARKETS 

The Recovery Continues 

W H I L E Dalai Street last week man-
. aged to make a new high mark 
in the current recovery phase and 
pushed slightly beyond its previous 
month's high, the going was far from 
being very smooth. Though bright 
spots d id emerge now and then, they 
were few. A n d not many shares 
were able to retain the gains register
ed during the week. Several shares 
wound up the week wi th small losses, 
which, however, were due mainly to 
corrective profit-taking. W i t h anxious 
short covering nearly over and outside 
public support remaining almost con
spicuous by its absence, it was only 
to be expected that the pace of ad
vance should slow down. In view of 
the fairly impressive recovery over the 
past few weeks, it should cause l i t t le 
surprise if the market were to fake 
a pause and consolidate its position 
before pushing its way further up. 
What is really surprising is that the 
market should have completely ignored 
the 16 per cent power cut: in 'he 
Bombay-Poona region, which, if con
tinued for long, can adversely affect 
industrial production and costs. 

Not many weeks ago, nothing seem
ed to please the stock market, not 
even substantial buying by the Life 
Insurance Corporation. But now, the 
market is wi l l ing to take comfort 
even from the reported move for a 
meeting between Lai Bahadur Shastri 
and Chou En-lai. This is an indica
tion of a considerable improvement in 
the general trading sentiment. Techni
cal considerations apart, market senti
ment recently has been aided by the 
absence of any adverse political news; 
it has been all quiet on the borders 
for some time. Shri Subramaniam's 
optimistic assessment of the food situ
ation has also perhaps had something 
to do w i t h the turn in market senti
ment. 

The stock market has no doubt 
staged quitie an impressive recovery 
from its May low. Massive buying by 
the L I C has resulted in a marked 
shrinkage in the volume of floating 
stocks of several scrips. There have 
also been some indications of revival 
of selective investment inquiry in cash 
shares. The corporate news remains, 
by and large, fairly encouraging. It is 
not unlikely that the current recovery 
may be further extended w i t h inter
mittent setbacks. But It is extremely 

doubtful whether the recovery in equity 
prices w i l l lead to any marked revival 
of market activity because of the 
various political and economic uncer
tainties. Import restrictions resulting 
from the deteriorating foreign exchange 
position can have serious repercussions 
on industrial growth and few can take 
much comfort from TTK's assurance 
that the country would not go bank
rupt as long as he was the Finance 
Minister, 

COTTON 

Prices Above Ceiling 

COTTON futures last week pushed 
through the marginal line of Rs 

775 (per 3 quintals) and touched a 
high of Rs 779.25. That speculators 
should be wil l ing to pay an exhorbit-
ant margin of Rs 10,000 per 100 bales 
to 'bul l ' cotton is not the least sur
prising. For even after allowing for 
the high cost of money, the hedge con
tract is cheap compared to the ore-
vailing spot prices. There is hardly 
any variety of cot I on which can be 
had at or below the statutory ceiling 
rates. Unofficial premiums range bet
ween Rs 25 and Rs 125 per candy. 
Superior cottons like Digvijay and 
197/3 are commanding fancy premiums 
which is due only partly to the delay 
in the announcement of the global 
import quota. Mil ls have been keen 
buyers of the available foreign cotton; 
purchases of indigenous cotton have 
Continued to be restricted to the bare 
minimum needs because of the acute 
financial stringency. That cotton prices 
should be quoted well above the sta
tutory ceiling in spite of the fact that 
mills have been experiencing consider
able financial strain due to the piling 
up of large stocks with them of born 
cloth and yarn is an indication of the 
imbalance between supply and demand. 
Wi th demand steadily growing wi th 
I he increase in spindleage, the gap 
between supply and demand is likely 
to increase further unless domestic 
production of cotton improves appre
ciably. Prospects of securing larger 
supplies of foreign cotton than what 
the country has been getting in recent 
years cannot be regarded as promising. 

The cotton trade has been feeling 
quite uneasy for some time due to 
reports indicating that New Delhi was 

Wednesday, Morning 

thinking of taking over the export 
trade in order to eliminate avoidable 
competition in a commodity which 
has a reasonably assured market 
abroad. It is no less perturbed by the 
Government's decision allowing the 
Indian Cotton Mills ' Federation to im-
port directly about 7,000 bales of 
global cotton under an ad hoc licence. 

The monsoon seems to have made 
a promising start. Sowings have been 
nearly completed in the Punjab and 
Marathwada has had timely rains for 
sowing operations. Since the produc
tion of cotton, as also of other i g r i -
cultural commodities, depends almost 
entirely on the unpredictable weather 
one can only pray that the monsoon 
wi l l progress satisfactorily this season. 
Cotton production remains miserably 
short of the Plan targets. 

Export sales of Bengal Deshi have 
already exceeded 2,18 lakh bales and 
the country does not have much more 
to sell this season because of the parti
al failure of the Deshi crop. Actual 
shipments between September 1 and 
June 5 total 190.407 bales against 
196,626 bales in the same period last 
season. Out of this, Japan's share is 
143,118 bales against 141,444 bales. 
The second biggest customer has been 
the USA with 17,996 bales against 
15,867. The other buyers of Indian 
Deshi cotton in order of importance 
are the Continent, Hong Kong and the 
U K. Arrivals of foreign cotton during 
the same period total 656,491 bales 
against 506,818 bales. Of this, Amer i 
can cotton accounts for 307,381 bales 
against 240,628 bales. Imports from 
Egypt aggregate 143,390 bales (142,595 
bales). Imports from East Africa are 
considerably larger at 80,329 bales 
against 26.885 bales, but imports from 
the Sudan are lower at 60,101 bales 
against 87.455 bales. Pakistan has also 
been an important source of supply 
this season, accounting for 50,528 bales 
against only 4 bales in the correspond
ing period last season. Syria has sup
plied 6,411 bales against n i l last sea
son. Imports from other countries add 
up to 8,351 bales (9,311 bales). 

OILSEEDS 

Prices Rise Further 
THE oilseeds 'bull 'was in an aggres-

sive mood last week. Undeterred 
by the prohibitive margins and caring 
l i t t le for the onset of the monsoon, he 

1007 



June 19, 1965 THE ECONOMIC WEEKLY 

rigged up the June contract in linseed 
as welt as castor. Linseed June was 
bid up to Rs 105.50 and castor June 
to Rs 85 (both per quintal) — new 
highs for the season. Wi th linseed 
June rising beyond Rs 104, bulls 
had to pay margin at the rate of Rs 
5,000 per 10 tonnes which works out 
to nearly 50 per cent of the actual 
price of the spot material. Likewise, 
margin at the rate of Rs 2,400 became 
payable in castor June when the con-
tract moved beyond Rs 84.50; here the 
margin works out to nearly one-third 
of the prevailing price of the spot 
material Inabil i ty on the part of bears 
to tender goods against their sales in 
June has emboldened bulls to tighten 
their grip in the maturing contract. 
The spread between June and Septem
ber contracts has increased further be
cause of the vir tual squeeze in the 
maturing contract. However, the dis
tant contracts also have continued to 
display remarkable strength and rhey 
have been pushed beyond the marginal 
lines. After being marked up to Rs 
81.90 castor September receded to 
wind up the week at Rs 81,50, thus 
showing a net gain of Rs 1.30 per qu
intal over the week. Linseed September, 
however, was virtually unchanged over 
the week at Rs 101.55, though it had 
been bid up to Rs 102.10. Cottonseed 
futures firmed up in sympathy wi th l in 
seed and castor though sentiment was 
also aided by the remarkable strength 
in cotton. The September contract 
rose from Rs 53.75 to Rs 55.50 and 
eased later to Rs 54.50 on corrective 
profit-taking. 

While the spot market continued to 
hold quite f irm, it displayed very l i t t le 
of the excitement in the futures mar
ket. Linseed oil was bid up to Rs 
21.25 (per 10 kgs) but the week-end 
quotation was lower at Rs 20.75. 
Groundnut oi l held steady-to-firm be
tween Rs 24.75 and Rs 25 and castor 
oil Commercial was only a l i t t le better 
at Rs 17. Oilcake prices were slight1;; 
subdued in the absence of any import
ant export business. Since the supply 
position of edible oils does not appear 
to be uncomfortable, prospects of any 
further big rise in prices are generally 
discounted, provided, of course, the 
monsoon makes satisfactory progress. 
Inquiries wi th the trade indicate that 
fairly large stocks of oilseeds are being 
held by growers and cooperative 
societies in the hope that they would 
be able secure the high prices which 
prevailed towards the end of last rea
son. That w i l l be possible only if the 
monsoon fails. The growers would not 
wish that to happen; only the stockists 

can hope to gain from bad weather. 

Money And Banking 
Thursday, Morning 

CREDIT conditions in the Bombay 
short-term money market dis

played a fairly steady trend last week. 
Demand was good throughout the week 
wi th only limited funds being left over 
at the end of each day's transactions. 
Yet borrowers were able to obtain their 
requirements fairly easily at quoted 
rates which were around the previous 
week's levels. At close on Wednesday 
the rate was quoted at 73/4 per cent. In 
Calcutta the call rate ranged between 
9 and 8¼ per cent. 

Bank credit has begun to contract by 
stages. This trend is evident from the 
scheduled bank returns for the week 
ending June 4. Net bank credit was 
lower by Rs 3.94 crores at Rs 2,093.24 
crores. Aggregate deposits were lower 
as well by Rs 6.55 crores at Rs 2,660.79 
crores. Demand deposits declined by 
Rs 8.08 crores to Rs 1,247.55 crores 
but time deposits rose by Rs 1,53 
crores to Rs 1,413.24 crores. The con
traction in bank credit was largely due 
to a fall in purchase and discounting 
of inland bills by Rs 15.65 and foreign 
bills by Rs 81 lakhs. In te rbank bor
rowings were higher by Rs 7.59 crores. 

Borrowings f rom the Reserve Bank 
were higher by Rs 3,38 crores at Rs 
106.39 crores while cash in hand md 
bank balances declined by Rs 6.07 
crores to Rs 163.55 crores. Investment 
in Government securities was slightly 
better by Rs 40 lakhs at Rs 721.85 
crores. Money at call and at short 
notice contracted by Rs 81 lakhs to 
Rs 47.89 crores. 

Notes in circulation declined by Rs 
14.06 crores to Rs 2,734.39 crores, ac
cording to the statement of affairs of 
the Reserve Bank for the week ending 
June 11. Notes held by the banking 
department contracted as wel l by Rs 
10.28 crores to Rs 1879 crores. Foreign 
securities remained at Rs 70 crores. 
Balances held abroad were lower by Rs 
86 lakhs at Rs 2,67 crores. Central 
Government deposits at Rs 75.11 croras 
were higher by Rs 1.84 crores. State 
Government deposits also rose by Rs 
1.06 crores to Rs 14.16 crores. Sche 
duled bank deposits were better by Rs 
5.37 crores at Rs 94.95 crores. Advanc
es to governments increased by Rs 5.64 
crores to Rs 97.25 crores but advances 
to scheduled banks felt by Rs 1.44 
crores to Rs 106.37 crores. Investments 
at Rs 158.47 crores were Rs 4.50 crores 
lower than in the previous week. 

Government in 1963 for the cotton 
textile industry. This w i l l involve an 
additional capital expenditure of about 
Rs 13 lakhs. Besides, expenditure on 
building in connection w i th expansion 
of production and processing is expect
ed to be about Rs 52 lakhs, thus 
bringing the aggregate expenditure to 
about Rs 1.75 crores to be incurred in 
the near future. 

The 1964 results show sales of cloth, 
yarn and waste at around the previous 
level of Rs 6.09 crores. But the 
gross profit is up from Rs 32.04 lakhs 
to Rs 36.21 lakhs. W i t h both depre
ciation and development rebate reserve 
requiring large amounts of Rs 22.14 
lakhs and Rs 6 lakhs against Rs 1379 
lakhs and Rs 4.50 lakhs, respectively, 
net profit is down by more than a 
th i rd at Rs, 8.07 lakhs compared to 
Rs 12.74 lakhs a year ago, even 
though there is no provision for taxa
tion for which Rs 1 lakh were provid-
ed in the previous year. For payment 
of the unchanged dividend of Rs 4.50 
per share plus Re 0.375 per share on 
new ordinary shares, a sum of Rs 3.60 
lakhs is to be wi thdrawn from reserves, 
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BUSINESS NOTES 

Tata Mills 
THE process of replacing old and 

worn out machinery and making 
additions to plant and equipment for 
expansion and for balancing was 
continued by Tata Mil ls during 1964 
when equipment worth about Rs 38 
lakhs was installed. The additions 
included a fancy yarn doubler, high 
speed spoolers, warp tying machines, 
super-automatic pirn winder, automatic 
looms, drying range, etc. The govern
ment has sanctioned installation of 
13,640 spindles against the company's 
application for 20,000 additional 
spindles to balance production. Of 
the 192 automatic looms for replace, 
ment for which the company has 
received permission. 92 looms have 
been installed and the remaining 100 
are awaiting installation. The com
pany has embarked on a capital pro-
gramme of further renovation and 
rehabilitation costing about Rs 1.10 
crores for the purpose of balancing 
and for improving the quality of cloth 
production. The management is con
sidering the question of implementing 
only the spinning part of the expan
sion of capacity sanctioned by the 


