
AROUND BOMBAY MARKETS 

Impressive Rally 

DALAL STREET staged quite an 
" impressive recovery last week, 

with several leading counters making 
good the losses suffered in the pre. 
ceding week. To mention a few im
portant names, Century which had 
been sold down to Rs 512 towards the 
close of the previous week were up 
again at Rs 543 by the week-end: 
National Rayon rallied from Rs 371 
to Rs 395, Standard Mills from Rs 
408 to Rs 437, Telco from Rs 224 to 
Rs 236, Hindustan Motors from Rs 16 
to Rs 16.68, Scindia from Rs 13.96 to 
Rs 14.48, Tata Chemicals from 18,60 
to Rs 19.20, Indian Iron from Rs 
24.96 to Rs 25.70 and Tata Steel from 
Rs 148.50 to Rs 155.25. Scarcity of 
fresh offerings, short covering, replace
ment buying, renewed fresh bull sup
port — all these contributed to lass 
week's recovery in equity prices. Acti
vity continued to be mainly profes-
sional and the turnover was generally 
poor; it was only near the week-end 
that the market presented a somewhat 
lively appearance. 

Since last week's decline had brought 
the market extremely close to its 
year's low, it was not altogether un
expected that the market should receive 
some professional support around this 
level. But the recovery was not induc
ed by technical consideration alone. 
There were other factors which great-
ly aided market sentiment. The import-
policy for actual users, though vague 
in certain important respects, was con
sidered to be less stringent than what 
had been widely feared. The stock 
market seemed particularly impressed 
by the Finance Minister Krishnamacha-
ri's promise that as much of rupee re
sources and aid as possible would be 
utilised for the import of raw nate-
rials and components to supplement the 
limited supply that industries would 
be entitled to under the stringent im
port policy. TTK's categorical state
ment ruling our devaluation and mo
ratorium on foreign debt payments in 
order to tide over the foreign exchan
ge crisis were well received in market 
circles. New Delhi's decision to conti
nue all the export promotion schemes 
subject to some changes and the an
nouncement of tax credit to 22 commo
dities including some traditional items, 
had also a steadying effect on market 
sentiment. 

The Finance Minister's statement 
that a greater sense of discipline and 

determination required for dealing 
with the critical foreign exchange po
sition must be reflected continuously 
in the budgetary and credit policies, 
indeed in the shape and the size of 
the Plans for development has been 
widely welcomed on the interpretation 
that since the Government has bela
tedly realised that the nation must 
live within its means the size of the 
Fourth Plan will be suitably cut down 
thereby avoiding serious strains on the 
economy. Only about a week ago the 
stock market had been shaken by the 
National Development Council's hint 
about, a possible supplementary budget 
for raising additional resources in the 
current year itself. 

While the Finance Minister's deci
sion to promote external solvency 
through a greater sense of discipline 
and determination wil l be welcomed, 
the stock market bull needs the re
minder that if these are to be reflect
ed in the budgetary and credit policies 
there is little prospect of any relief in 
the tax burden and/or relaxation of 
the credit squeeze. If the tax burden 
is not reduced and credit gets scarce 
and costlier, it will be difficult for the 
stock market to push its way up in a 
big way. Even as it is, despite all the 
talk about the slump in the stock 
market, the average yield on equities 
cannot be regarded as attractive when 
compared with the prevailing struc
ture of interest rates and the return 
obtainable from investment outside 
the stock market. 

OILSEEDS 

Prices Remain High 

THE bullish fever has not subsided 
with reports of highly beneficial 

rains from almost all the ground rut 
producing areas in the country. Nor 
has TTK's categorical statement scot
ching devaluation rumours had any 
noticeable effect on the market. Oil-
seeds prices c o n t i n u e remark
ably firm around the highest levels of 
the season and the strength in the spot 
material has been even more marked 
than in f u t u r e s . With prices 
all the time above the maximum limits 
set for the week, official dealings in 
futures have remained suspended for 
quite a few weeks. But this has neither 
put an end to unofficial transactions 
nor to the rising trend in prices. Cas

tor September and linseed September 
are currently quoted around Rs 97 and 
Rs 119 (per quintal) as against the 
maximum limits of Rs 92 and Rs 
113.30 respectively; in a rising market, 
the weekly limits keep rising week by 
week. Bulls continue to dominate the 
scene, the penal margins notwith-
standing. In the spot market, ground
nut oil has been quoted between Rs 
28.50 and Rs 29.25, linseed oil between 
Rs 24.50 and Rs 25 and castor oil be
tween Rs 19 and Rs 19.25 — all per 
10 kgs. With mustard oil quoted 
around Rs 32.50 (in Delhi) and coco-
nut oil quoted around Rs 48.50 there 
seems no prospect of any important 
decline in groundnut oil prices. Strange 
as it might appear, the price of coco
nut oil has been inflated mainly by 
the exorbitant profit charged by the 
State Trading Corporation on the sale 
of copra, which works out to around 
Rs 2,200 a tonne in terms of oil. liven 
on mutton tallow, imported under P L 
480, the STC is known to be making 
a profit of about Rs 500 a tonne. As 
against the landed price of about Rs 
1,300, mutton tallow is being sold by 
the Corporation at around Rs 1,800. 
Prices cannot be expected to come 
down when a Government body chooses 
to make such fantastic profits. Prices 
of coconut oil and even of mutton 
tallow do have a bearing on the gene
ral price trend in vegetable oils — 
edible as well as non-edible. 

Since official trading in oilseeds fu
tures has been at a standstill for quite 
some time, the market authorities have 
decided to start trading in new crop 
hedge contracts. It is not that specu
lation has any useful economic func
tion to perform; the market has to he 
kept alive because quite a large number 
of people are engaged in this vocation 
— the business of fluctuations. The 
first hedge contract in respect of both 
castor and linseed will be April in
stead of March. April is said to have 
been preferred to March with a view 
to facilitating delivery of goods be
cause of the larger flow of goods du
ring this month. While no margin has 
been proposed in respect of castorseed, 
margin at the rate of Rs 1.000 per 10 
tonnes will become payable by bulls 
in linseed when the price moves be
yond Rs 105 per quintal. Cottonseed 
will attract margin of Rs 500 per 10 
tonnes when its price rises above Rs 
58. The weekly price range of flue. 
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maligns — applicable only in a rising 
market — will be Rs 4 for linseed, Rs 
3 for castor and Rs 2 for cottonseed. 
These weekly ceilings will become 
operative only beyond Rs 80 for castor, 
Rs 95 for linseed and Rs 54 for cot
tonseed. 

Policy for Groundnut Extractions 
New Delhi's decision to continue 

the existing export promotion schemes 
and the announcement of tax credit 
facilities has left the oilseeds market 
cold because the export of groundnut 
oil and vanaspati continues to be ban
ned and oilseeds, oils and oilcakes do 
not figure among the 22 commodities 
to which lax credit has been extended. 
The export trade is, in fact, shocked 
by the drastic change in export policy 
for groundnut extractions. The press 
note issued by the Commerce Ministry 
says: " In order to better regulate the 
quality and improve shipping facilities, 
exports of deoiled groundnut extractions 
wil l be made only by manufacturing 
units, e.g., the solvent evtractions units 
licensed under the Industries Act or 
such solvent extraction units as are 
working under approval of the Small 
Scale Industries Organisation. These 
units can export deoiled groundnut 
cake as per their annual production. 
Quality control and pre-shipment in
spection measures on these extractions 
are also being enforced. This proce
dure and policy will come into effect 
for shipments of deoiled ground mil 
extractions on and after October 1, 
1965." 

The view is widely shared among in-
formed observers that the new policy 
will adversely affect the export of 
groundnut extractions which is milking 
an extremely valuable contribution to 
the country's foreign exchange earn
ings. Even now there is no discrimina
tion or disability attached to the ma
nufacturers exporting directly. But 
only a few choose to export on their 
own; the others prefer to export 
through the established shippers. Sell
ing abroad is a highly specialised job, 
requiring considerable, experience, re
sources, connections and efficient orga
nisational set up. And not many ma
nufacturers can qualify for efficient 
export performance. It is therefore 
surprising that the Government should 
have decided to allow export of ground
nut extractions to be conducted only 
by the manufacturers, particularly 
when the country is in desperate need 
of boosting exports anyhow, Even re
cognised export houses are being de
nied the export of groundnut extrac

tions. It is common knowledge that a 
considerable amount of export business 
is done on the basis of charter freight. 
Manufacturers wil l find it difficult to 
get together in order to avail of this 
facility. Informed observers feel that 
the national interest has been sacrificed 
with a view to benefiting certain big 
manufacturers of groundnut extractions 
who have also been engaged in export-
business. It is difficult to say how the 
elimination of established shippers 
from this trade will effect the prices 
that Indian groundnut extractions 
might realise in overseas markets. Odds 
are that the overseas buyers will be 
able to outwit the Indian manufac
turers-exporters. 

Money and Banking 
Thursday, Morning 

CREDIT conditions during the 
week to July 21 were comfor

table in the Bombay short-term money 
market. Demand for funds remained 
unchanged and with ample supplies 
borrowers were able to get their re
quirements fairly easily. The rate of 
interest was maintained around 4 per 
cent during the major part of the 
week, though some business was 
transacted at 31 per cent as well. 

Aggregate deposits of the scheduled 
banks during the week to July 9 
increased by Rs 2.85 crores to Rs 
2728.07 crores, according to the latest 

weekly statement issued by the 
Reserve Bank. Bank credit, however, 
declined by Rs 4.61 crores to Rs 
2072.30 crores. Contraction in credit 
was mainly under advances against 
inland bills. Investments in govern
ment securities advanced by Rs 14.99 
crores to Rs 745,66 crores. Borrow
ings from the Reserve Bank declined 
by Rs 13,77 crores to Rs 54.90 crores 
Money at call and short notice in
creased by Rs 6.95 crores to Rs 67.37 
crores. 

Balances held abroad increased by 
Rs 4.54 crores to Rs 9.40 crores dur
ing the week to July 16 according to 
the Statement of Affairs of the 
Reserve Bank. Foreign securities, 
however, remained unchanged at the 
previous week's level of Rs 68.35 
crores. Notes in circulation declined 
by Rs 34.05 crores to Rs 2655.29 
crores. Central Government deposits 
fell by Rs 12.15 crores to Rs 65.28 
crores but State government's deposits 
were slightly higher by Rs 30 lakhs at 
Rs 17.49 crores. Deposits of the 
scheduled banks at Rs 125.11 crores 
showed a decline of Rs 20.79 crores. 
Loans and advances to governments 
increased by Rs 12.52 crores to Rs 
56.74 crores. Advances to the schedul
ed banks contracted by Rs 28.51 
crores. Investments of the Reserve 
Bank at Rs 291.62 crores showed an 
increase of Rs 15,09 crores over the 
previous week. 

BUSINESS NOTES 

Tata Oil Mills 
investment of Rs 34 lakhs, has not yet 
lived up to the earlier expectations in 
both its packet tea and instant tea 
divisions. In particular, packet tea 
operation has faced considerable re
sistance in its efforts to break into a 
consumer market virtually monopolised 
for decades by two powerful foreign 
firms in which the pattern of consumer 
taste and preference has been establish
ed over nearly 70 years. 

The setback in the packet tea divi-
sion could be fairly quickly made up 
from the profits from the instant tea 
division once the latter got fully under 
way. Here again, however, unexpected 
difficulties have been encountered. 
There has been a delay in the com-
pletion of the factory. It was possible 
for the company in June last to over
come the teething troubles and make 
a stable product of the exacting quali
ty and specifications required by the 
American market for which it has been 
primarily destined. Meanwhile, the 

J R D TATA, Chairman, Tata Oil 
Mills Company, in his annual sta

tement circulated to shareholders with 
the accounts for the year to March last, 
says that in spite of repeated represen
tations submitted by the industry over 
the years, the Government has chosen 
to continue, and in fact further extend, 
its misguided policy of discrimination 
against the power operated sector of 
the soap industry. Whereas the excise 
duty on laundry bar soap manufactured 
in the organised sector of the industry 
has been stepped up by Rs 30 to Ks 
216 per tonne, the duty on soap pro
duced by the non-power operated sector 
of the industry ranging between Rs 93 
and Rs 159 per tonne has been with
drawn. Consequently, not only has the 
production of laundry soap in pover-
operated units declined during the 
last two years, but the consumer has 
been deprived of the better soap. 

Tata has expressed regret that Tata-
Finlay, in which Tata Oil Mills has an 
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