
June 26, 1965 T H E E C O N O M I C W E E K L Y 

control by Government But these 
should be broad and general, and 
planning and control should not de
generate into a bureaucracy. That a l l 
things must be decided in accordance 
wi th the wishes of those that are most 
affected by it is a rule that must be 
allowed to operate subject only to the 

overall interest of the nation. But 
otherwise, there must be no restric
tions and fetters on the initiative and 
the w i l l of individuals and organisa
tions. Only thus can institutions and 
nations make progress. 

Before I conclude, I wish to thank 
al l my colleagues on the Board as well 

as the Managing Agents, Staff and the 
Workers of the Company for their co. 
operation, I now commend the Annual 
Accounts and Directors' Report for 
your consideration. 
Note: This does not purport to be a 

record of the proceedings of the 
Annual General Meeting, 

AROUND BOMBAY MARKETS 

Dalal Street Forges Ahead 
Wednesday, Morning 

D | A L A L STREET did not pause for 
_ long to 'digest' the gains already 
made. It took a big leap forward last 
week and pushed its way into new 
high ground. Equities recorded im
pressive gains all-round. Rayons, Steels, 
Engineerings, Shippings and Dyes and 
Chemicals—all these vied with one 
another to steal the show. There was 
a marked improvement in turnover. 
Though activity continued to be main
ly professional, interest broadened ap
preciably and quite a number of cash 
scrips received good attention and 
scored handsome gains. 

In a matter of days Century improv
ed from Rs 535 to Rs 552, National 
Rayon from Rs 388 to Rs 409, Tata 
Steel from Rs 153.75 to Rs 160, Tata 
Locomotive from Rs 233 to Rs 249.50, 
Scindia from Rs 14.24 to Rs 14.80, 
Indian Dyestuff from Rs 192 to Rs 
208, Tata Chemicals from Rs 19 to Rs 
1936, SLM—Maneklal from Rs 116 to 
Rs 130.50, Tractors and Bulldozers 
from Rs 134 to Rs 157.50 and Baroda 
Rayon from Rs 67 to Rs 79—to men
tion some of the more important names. 

Market psychology had for some 
time been veering round to 'he con
structive side. Sentiment earlier in 
the week was aided by the absence of 
any adverse political news and the 
announcement of the British and U S 
loans for Rs 6.6 crores and Rs 92.3 
crores respectively. But the spurt in 
prices which occured mostly after the 
turn of the settlement on June 18 was 
caused essentially by the marked de
cline in the carry-forward charges in 
certain popular counters, reflecting 
serious shortage of floating stocks re
sulting from the massive purchases by 
the Life Insurance Corporation over 
the past several weeks. Despite the 
closure of transfer books, the carry
forward charges in Tata Locomotive 
were on the low side and the 'budil' 
actually turned against the sellers in 
the case of Tata Steel — an extra

ordinary situation, never noticed in 
this scrip for years. 

The manner in which the stock mar
ket made its upward thrust after the 
turn of the settlement suggested that 
it had simply been waiting for an 
opportunity which was provided by the 
low carry-forward charges. In its con
structive mood, the market took very 
l i t t le notice of the higher rates of in
terest offered on the two new Joans, 
which, of course, merely reflect the 
existing money market pattern. Senti
ment was considerably helped by re-
newed optimism about an early agree
ment on cease-fire in Kutch and the 
restoration of the 16 per cent power 
cut enforced during the second week 
of June. Reports suggesting a big 
World Bank loan for maintenance im
ports during the current year had also 
a steadying effect on the market. 

The market has changed and it does 
not seem to be simply due to the 
magic of fluctuations—trading senti
ment steadies up wi th the rise in 
prices which in turn causes a further 
rise in prices. Apart from technical 
factors, the turn in market sentiment 
is attributable to improved prospects 
of a negotiated settlement of the 
Kutch border dispute. Improvement in 
the political situation can have a sig
nificant impact on the general market 
psychology. But since any further big 
rise is likely to focus attention on the 
yield on equities, the market w i l l find 
it difficult to sustain an upward trend 
for long. Credit squeeze is unlikely 
to be relaxed and interest rates are 
not expected to come down in the fore
seeable future. Production costs con
tinue to rise and wi th the foreign ex
change position being what it is, i m 
port policy w i l l continue to be ex
tremely restrictive and it might well 
adversely affect industrial production. 
The economic prospect is not condu
cive to the revival of investors* con
fidence without which the current re

covery cannot be transformed into a 
major upward movement. Dalai Street's 
recent behaviour, however, holds out 
the hope that the current recovery 
phase w i l l be extended further. 

COTTON 

Premiums Harden Further 

COTTON prices have been quoted 
well above the statutory ceilings 

for quite some time. The premiums 
continued to harden week by week 
but the authorities seem altogether 
unconcerned about i t I f price control 
is to make any sense, those who con
travene the control order must be 
punished severely and the authorities 
entrusted wi th administering price 
control must also be made to explain 
their conduct (misconduct w i l l per
haps be more appropriate). Market 
men reported fairly good demand for 
cotton used for coarser counts and 
the prices of Kalagin and Wagad rose 
by about Rs 25 to Rs 50 per candy 
last week, Strangely enough, mills 
which seem to be greatly worried over 
the accumulation of stocks of both 
Cloth and yarn and the consequent 
financial strain, have not raised any 
cry against soaring cotton prices. The 
Indian Cotton M i l k ' Federation does 
not talk any more of self-discipline in 
respect of cotton purchases. This is 
perhaps because the Federation feels 
that any such talk is likely to dis
please the State Government (or 
Governments) which does not really 
pay in the long run. 

June is nearing end but the Gov
ernment of India has st i l l to wake up 
its mind on the cotton policy for the 
1965-66 season. The policy announce
ment does not really count for much. 
There is hardly any evidence to show 
that sowings of cotton are in any way 
guided by the Government's price 
policy; nor has the price policy any 
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rnportant bearing cm the marketing 
the produce because business IS 

ransacted freely above the statutory 
celings whenever the demand a n d 
upply equation pushes prices beyond 
he ceilings. It is perhaps time that 
he Government of India gave up all 
jretence of controll ing prices if it does 
lot have the willingness and or ad-
mnistrative abi l i ty to enforce s tr ict ly 
he price control order. Partial control 
over cloth prices is not a sufficient 
cause for maintaining control over 
cotton prices—control which in any 
rase is reduced to a farce almost every 
fear, 

Market men do not seem happy 
with the progress of the monsoon, It 
if of course a l i t t le too premature to 
feel uneasy because of insufficient 
rains. Only if the cotton producing 
areas do not get enough rains in the 
next fortnight or so w i l l there be some 
cause for worry. Of course, i t w i l l 
need ideal weather conditions 
throughout the season to have a crop 
which w i l l be large enough to meet 
the cotton textile industry's growing 
requirements at reasonable prices. The 
prospects of securing large quantities 
of cotton from abroad every year 
being none-too-promising, the gap 
between demand and supply w i l l need 
to be bridged through larger use of 
man-made fibres. The Government has 
done well to allow an excise duty re
fund of 50 paise per ki logram of staple 
fibre that the mills w i l l be using for 
blending i t w i th cotton. This w i l l make 
blending of staple fibre w i th cotton 
profitable to the mills . 

There is very l i t t le to mention about 
futures trading in cotton during the 
week. The August contract fluctuated 
between Rs 776 and Rs 777.50 per 3 
quintals and the total turnover put 
through the week did not perhaps 
exceed a thousand bales. The penal 
margin of Rs 10,000 per 100 bales has 
brought futures trading to a standstill. 
Except those who live on fluctuations, 
nobody need feel really sorry for the 
v i r tua l closure of the futures market. 
But the Forward Markets Commission 
need take no credit for having en
forced any k ind of discipline on the 
futures market. 

Whi le the June contract continued 
dist inctly firm without much business, 
the distant contracts gradually drifted 
lower due to lack of fresh support and 
scattered bear pressure induced by 
ideas of monsoon. Castor September 
eased from Rs 81.50 to Rs 80.65 and 
linseed September moved down from 
Rs 101.55 to Rs 100.25 (both per 
quintal). Cottonseed September hovered 
around Rs 53.50 w i t h nominal turn
over. 

Conditions in the spot market were 
not very different The turnover was 
restricted and prices generally display
ed a firm tendency, w i th sentiment 
guided mainly by the remarkable 
strength in mustard o i l and linseed o i l ; 
linseed o i l has simply been following 
the trend in mustard o i l . Mustard o i l 
prices have been moving up because 
of the large-scale smuggling into East 
Pakistan where this o i l is reported to 
be quoted around Rs 5,000 to Rs 5,500 
per tonne. In Calcutta, mustard oil is 
being sold around Rs 3,300 per tonne. 
The sustained demand for linseed o i l , 
which is currently quoted around Rs 
2100 per tonne, is mainly for the pur
pose of mixing it w i th the high 
priced mustard o i l . Groundnut oi l 
ready has been steady between Rs 

24.30 and Rs 25 (per 10 kgs) for stye' 
past several weeks. Castor o i l also has 
been steady around Rs 16.85 to Rs 
17 per 10 kgs. 

The trend of oilseeds and o i l prices 
in the near future is likely to be gov
erned mainly by the progress of the 
monsoon. Reports f rom the groundnut 
producing area indicate insufficient 
rains so far wi th the result that sow
ings have already been delayed by ten 
days or so. Weather in the next fo r t , 
night or so w i l l be crucial for sowing 
operations. Since we have had reason
ably good weather over the past three 
years, the country w i l l need to have 
real luck to have favourable weather 
this year as well. Considering that 
prices have continued to remain very 
high despite fairly good harvests in 
recent years, the prospect of bad wea
ther is frightening. 

Export houses did not report any 
important business last week. Russia 
was said to have purchased about 
1,500 tons of castor oil recently. 
Fresh business in groundnut extrac
tions and cottonseed cake was limited. 
Reports from New Delhi indicate the 
possibility of the export trade in 
groundnut extractions being taken up 
by the Slate Trading Corporation in 
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OILSEEDS 

Still Firm 

THE oilseeds market displayed very 
l i t t le of its previous week's ex* 

citement caused essentially by strong 
bul l manipulation in the maturing con. 
tracts in castor as well as linseed. 
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the not-to-distant future. It is said that 
a l l export sales have to be routed 
through the Corporation. This step is 
perhaps designed to check the leakage 
of foreign exchange through under-
invoicing. While there is a great deal 
to be said in favour of canalisation of 
exports through centralised agencies, 
the country's interest w i l l be better 
served only if the agency conducting 
export business is both honest and 
efficient export of groundnut' extrac
tions is a specialised trade and since 
it is already earning large amounts of 
valuable foreign exchange—about Rs 
35 crores—the Government w i l l be 
well advised to consider the matter 
carefully before taking a final decision 
on i t India's difficult foreign exchange 
position doss not permit taking of 
big risks. 

Money and Banking 

Thursday Morning: 

C R E D I T conditions in the Bombay 
short term money market were 

fairly comfortable during the week to 
June 23, Demands for funds was main-
tained around the previous week's level 
and the inflow of funds, though slow, 
was higher. Interest rates during the 
earlier part of the week to June 
18 were maintained at between 7.75 
per cent and 7.50 per cent Later a 
declining trend was evident and on 
Wednesday evening the rate stood at 
6.75 per cent. Marketmen, however, 
feel that this is a passing phase and 
that the rates would f i r m up again 
when the government loans enter the 
market on July 1. 

Scheduled bank returns for the 
week to June 11 show that the 
return flow of credit into the 
banking system has been distinctly 
slow this year. There was a substan
tial increase in the volume of advances 
from Rs 1757.80 crores to Rs 1774.31 
crores, the outcome of a marked ex
pansion in loans, cash credits ana 
overdrafts. Credit expansion during 
the week was placed at about Rs 1.35 
crores taking total credit al the end 
of the week to Rs 2094.59 crores. This 
was accompanied by an increase in 
borrowings from the Reserve Bank by 
Rs 1.36 crores to Rs 107.75 crores. 
Aggregate deposits were higher by Rs 
9.38 crores at Rs 2670.17 crores; the 
rise was Rs 9.30 crores to Rs 1422.54 
crores in time deposits and Rs 8 lakhs 
to Rs 1247.36 crores in demand 
deposits. Money at call and short 
notice advanced to Rs 50.53 crores 
against Rs 47,89 crores at the end of 
the previous week. Cash w i t h the 

banks rose modestly by Rs 46 lakhs 
while balances held wi th the Reserve 
Bank increased by Rs 1.88 crores to 
Rs 93.68 crores. Investment in govern-
ment securities was placed at Rs 
722.90 crores against Rs 721.85 crores 
during the previous week. 

During the week to June 18 a sub
stantial increase was recorded in balan
ces held abroad from Rs 2.67 to Rs 9.47 
crores, according to the Statement of 
Affairs of the Reserve Bank of India. 

BUSINESS NOTES 

IN the next few months the Tex
tile Machinery Corporation intends 

to deliver to the market most modern 
textile machines with a number of new 
features. Besides the regular machines, 
the manufacture of high quality ring 
frames in collaboration wi th Zinser 
Textilmaschinen of West Germany is 
proceeding according to schedule, and 
these machines are expected to be put 
on the market in the first quarter of 
the next year. The company has re
ceived an industrial licence to expand 
installed capacity of textile machinery, 
and the expansion programme is pro
gressing satisfactorily. In the machine 
tool division the company has already 
achieved 75 per cent indigenous con
tent, and almost all major parts of the 
machine are expected to be made indi
genously by the end of this year. The 
project for the manufacture of No 7 
combination turret lathes has, how
ever, not made satisfactory progress 
because of difficulty in getting foreign 
exchange. The expansion of the steel 
foundry from the existing capacity of 
3,600 tons to 9,600 tones is proceed
ing w e l l and production is expected to 
begin before the end of the year. 

The 1964 results of the company re
flect the cumulative effect of occasion
al labour troubles, difficulties in the 
procurement of certain raw materials 
and components and a large increase 
in wages due to enhancement of iear-
ness allowance. The increase of ten 
per cent in customs duty has also add
ed to the cost of production, and its 
effect w i l l be felt after the stock of 
previous supplies has been exhausted. 
During the year to December last, sales 
were slightly lower at Rs 11.62 crores 
(Rs 11.85 crores) and gross profit a 
l i t t le higher at Rs 2.37 crores 'Rs 2.31 
crores). After setting aside Rs 29.71 
lakhs (Rs 26.29 lakhs) for depreciation, 

Foreign securities, however, remained 
stagnant at Rs 70 crores. Notes 
circulation were lower by Rs 28 crores 
at Rs 2,706.40 crores. Central govern
ment deposits declined by Rs 52.99 
crores while deposits of State govern* 
ments recorded a modest increase of 
Rs 63 lakhs. Scheduled bank deposits 
were higher by Rs 3,33 crores at Rs 
98.28 crores. There was also an 
increase of Rs 40.78 crores in invest
ments at Rs 199.25 crores. 

Rs 119.60 lakhs (Rs 123,75 lakhs) for 
taxation and Rs 5.40 lakhs (Rs 4,87 
lakhs) for development rebate reserve, 
Rs 45 lakhs (Rs 42 lakhs) have been 
allocated to general reserve. Pre
ferential dividends require Rs 11.36 
lakhs (same), and the equity dividend 
raised by 25 P to Rs .1.75 a share de
mands Rs 26.25 lakhs (Rs 22.50 lakhs). 
The dividends are amply protected by 
earnings. 

Simtools 

SCOTTISH Indian Machine Tools, a 
new company promoted jointly by 

Scottish Machine Tool Corporation of 
Glasgow and Voltas of Bombay for the 
manufacture of plate and bar working 
machine tools, is shortly entering the 
capital market wi th a public issue of 
19,200 equity shares of Rs 100 each. 
The authorised capital of the company 
is Rs 1 crore and issued capital Rs 64 
lakhs. The paid-up capital is Rs 44.80 
lakhs whereof the Glassgow firm, 
through their wholly-owned subsidiary, 
Scottish Machine Tool (Overseas), 
hold Rs 25.60 lakhs and Voltas. to
gether w i th their associates and friends, 
Rs 19.20 lakhs. The balance of Rs 
19.20 lakhs w i l l be offered for public 
subscription at par. 

The company w i l l manufacture at. its 
factory at Thana, near Bombay, guil
lotine shears, plate bending rolls, sin
gle ended punching machines, punching 
shear and bar cropping machines, power 
presses, press brakes and beam tend-
ing machines of heavier types. The 
construction of the factory is Hear
ing completion. The balk of the 
plant and machinery is already at the 
site, and is being erected. The capital 
outlay on the project is estimated at 
Rs 1.Q.5 crores of which Rs 64 lakhs'. 

Textile Machinery Corporation 
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