
AROUND BOMBAY MARKETS 

L I C Comes to the Rescue 

POLITICAL developments domi
nated market thinking through

out last week. The previous week
end rally on the stock market in
spired mainly by the partial decontrol 
of cement and a possible decontrol 
of flat steel production and partly 
by technical considerations fizzled out 
almost as quikly as it had come about. 
Because of the serious developments 
in the political situation, Dalai Street 
was unable to derive any comfort, from 
the various assurances given by the 
Finance Minister Krishnamachari in 
regard to simplication and rationalisa
tion of the corporate tax structure, 
reconsideration of the new levies im
posed in the supplementary budget 
after studying their impact over a 
period of time and lightening of bur
dens on coastal shipping and opper 
based industries resulting from the 
higher duties on furnace oil and cop
per. The market was forced to retreat 
under pressure of nervous bull liquida
tion and some bear selling. On Sep
tember 7, Dalal Street touched a 
new low level — lower than what it 
had seen on August 26. 

With the Kashmir conflict escalat
ing into a full-scale war between India 
and Pakistan, the slock market's per
formance could have been much 
worse. And the market would surely 
have suffered a sharp break - the 
low level notwithstanding — if the 
Life Insurance Corporation had not 
come to its rescue. Massive buying by 
the L I C — country's largest single 
investor — of a number of scrips 
which included a few of the specula
tors' favourities checked the rot and 
imparted a feeling of distinct steadi
ness to the market. The support has 
been timely and very substantial in
deed. According to market men, the 
Corporation purchased shares worth 
about Rs 5 crores in a matter of few 
days. It appears that the L I C had 
been tipped by New Delhi to carry 
out extensive operations in order to 
keep up the morale of the stock 
market which has been in an awfully 
bad shape since long. How the mar
ket will behave in the immediate future 
will depend both on political develop
ments and the size of L I C operations. 

COTTON 

Futures Recede 
THE cotton market too has been 

affected by the serious develop
ments in the political situation. The 

hedge contract — Virnar 27/32" March 
— which had touched a high of 
Rs 882.75 on the very first day of its 
trading on August 31 was marked 
down to Rs 861.50 on September 7 
but it rallied to Rs 870.75 the next 
day. Despite this decline caused essen
tially by the break-out of open war 
between India and Pakistan, the hedge 
contract is still quoted well above the 
ceiling price of this variety in the pre
vious season. 

The setback in futures did not have 
any noticeable effect on the spot 
market. Turnover in ready was very 
poor but prices did not register any 
noticeable decline because the avail
able stocks are just enough to meet 
the bare minimum needs of spinners. 
With the outlook for the new crop 
still uncertain and mill consumption 
continuing to increase, stockists a e 
not eager to part with their goods in 
spite of the serious threat to security 
because of Pakistani air attacks. 

Cotton consumption by mill in the 
first 10 months of the 1964-65 season 
which ended with August is placed 
at 53.23 lakh bales made up of 46.84 
lakh bales of indigenous cotton and 
6.39 lakh bales of foreign cotton. The 
corresponding figures for the previous 
season were 50.25 lakh bales consist
ing of 45.20 lakh bales Indian and 
5.05 lakh bales of foreign cotton. Con
sumption of cotton can be expected 
to keep rising because of the pro
gressive expansion of spindleage. 

OILSEEDS 

Prices Fall 
OILSEEDS prices raftered an all-

round sharp decline last week. 
Linseed futures which had been bid 
up to Rs 119 in previous week's kerb 
dealings were sold down to Rs 106.50 
(per quintal). C a s t o r futures 
fell f r o m Rs 100 to Rs 87. 
Short covering and modest replacement 
buying induced some steadiness at the 
week-end with linseed rallying to 
Rs 109 and castor to Rs 91. In ready, 
groundnut oil declined from Rs 33 to 
Rs 29.25 (per 10 kgs), linseed oil from 
Rs 27.50 to Rs 25.25 and castor oil 
Commercial from Rs 19.25 to Rs 18. 

Bulls who had been dominating the 
market for a long time and had been 
rigging up prices despite fairly en
couraging weather reports and a reason
ably satisfactory overall supply posi
tion of vegetable oils rushed to lighten 
their commitments because of the 

Wednesday Evening 

open war between India and Pakistan. 
Commodity prices are known to soar 
on war ideas, but not when war en
dangers the very security of the coun
try. And the threat to security has 
increased with air attacks. Spot prices 
have declined without much business 
coming through. War has scared the 
prospective buyers. Stockists who have 
long been sitting tight on their goods 
would very much like to dispose of 
their goods only if they could find the 
buyers. 

How the market wil l behave in the 
immediate future will depend entirely 
on developments in the political situa
tion. Prices will decline further if the 
situation worsens but in the event of 
an early cease-fire, oilseeds prices are 
likely to shoot up again. Export acti-, 
vity has come to a virtual standstill 
because of the serious situation creat
ed by the open war between India 
and Pakistan. 

MONEY AND BANKING 

Rates Rise Sharply 

STRINGENT conditions continued 
to prevail in the Bombay short, 

term money market during the week 
to September 9. Supply of funds was 
tight and during the initial part of the 
week many borrowers were denied 
funds. Demand was strong and caused 
interest rates to increase substantially. 
Rates spurted from 5 per cent to 9 per 
cent on Wednesday evening. Conditions 
were similar in Calcutta. The rate 
there was one per cent higher at 10 
per cent. 

During the week to August 27 sche-
by Rs 23.58 crores to Rs 2,833.54 cro
res, according to the weekly statement 
of affairs of scheduled banks. Bank 
credit, which during the previous week 
declined sharply, advanced by Rs 2.19 
crores to Rs 2,010.96 crores. The ex
pansion in credit could be attributed 
to the additional demand for financing 
subscriptions to government loans. 
Scheduled bank investments in govern, 
ment securities increased by Rs 11.25 
crores to Rs 859.24 crores. Borrowings 
from the Reserve Bank have risen by 
Rs 7.15 crores from Rs 2.18 crores to 
Rs 9.33 crores. Balances with the Re
serve Bank fell from Rs 106.40 crores 
to Rs 101.01 crores and cash in hand 
was also lower by Rs 2.27 crores at 
Rs 66.38 crores. 
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Active notes during the week to 
September 3 rose from Rs 2,538.62 cro-
res to Rs 2,554.12 crores, according to 
the Statement of Affairs of the Reser
ve Bank. Rupee coins were lower by Rs 
1.27 crores at Rs 102.42 crores. Rupee 
securities were placed at Rs 2,272.72 
crores, same as in the previous week, 
Foreign securities at Rs 68.35 crores 
also remained unchanged. Balances 
held abroad, however, increased sub
stantially from Rs 8.40 crores to Rs 
12.86 crores. Central Government de-

posits showed a large increase from 
Rs 94.91 crores to Rs 158.25 crores. 
State Government deposits were slight
ly better by Rs 7 lakhs at Rs 13.31 
crores. Scheduled bank deposits in
creased by Rs 2.28 crores to Rs 97.19 
crores. Loans and advances to Govern
ment declined by Rs 18.47 crores to 
Rs 51.65 crores and bans to schedul
ed banks increased from Rs 9.81 cro
res to Rs 24.63 crores. Investment at 
Rs 228.78 crores were more or less 
around the previous week's level. 

Greaves Cotton 
THE current accent on import 

substitution provides a stimulat
ing challenge to Indian manufacturers 
to expand both the range and volume 
of the products. Realising that success 
in future depends on meeting 
this challenge, the directors of 
Greaves Cotton hope that the manu
facturing units of the various associat
ed and subsidiary companies as also 
the independent manufacturers, whose 
products are sold by the company, 
will fully utilise their production 
facilities. 

Commenting on the company's pros
pects for the current year, L M Thapar, 
Chairman, is understandably hesitant 
in making a forecast in view of the 
"many very real difficulties" the com
pany has to encounter. He, however, 
adds that on considerations of produc
tive capacity established, the position 
of order books and indications of 
demand for products of associated and 
subsidiary manufacturing units, the 
year should hold out promise of "sub
stantially increased production and 
profits." Thapar feels that against the 
uncertain background of severe short
ages of raw materials and rising costs 
of labour and services, the company 
stands as good a chance as any 
comparable organisation of triumphing 
over the heavy odds. 

The year to March last was an ex
ceptionally difficult period for almost 
every type of trading and manufactur
ing business, but Greaves Cotton was 
able to improve its turnover and pro
fits. This was made possible by the 
persistent efforts to increase the 
flexibility of its organisation. On the 
import side of its business, it had to 
counter shrinking imports in establish
ed lines by developing sales and 
service of more sophisticated equip
ment necessary to support the growing 
industrialisation of the country. On 

the manufacturing side, the associated 
..and subsidiary companies are constant
ly extending the range of their products 
in an effort to substitute equipment 
formerly imported from abroad. There 
has also been a similar improvement 
in the production of independent 
indigenous manufacturers for whom 
the company acts as sole distributors. 

The financial results show total 
turnover up from Rs 10.95 crores to 
Rs 12.80 crores and gross earnings 
from Rs 63.64 lakhs to Rs 74.15 
lakhs. The gap, however, is consider
ably narrowed on account of higher 
necessary provisions, and equity earn
ings stand at Rs 32.11 lakhs to com
pare with last year's Rs 29.07 lakhs. 
With the unchanged dividend of 12 
per cent requiring as before Rs 16.20 
lakhs, the cover is strengthened from 
around 1.8 times to nearly twice. 

Both Cromption Parkinson (Works) 
and Greaves Cotton and Crompton 
Parkinson have ambitious expansion 
programmes. Ruston and Hornsby 
(India) is currently half way through 
its programme for doubling the output 
of aircooled vertical engines. Another 
range of engines is contemplated to be 
introduced. The company expects to 
earn substantial foreign exchange 
through the growing exports of its 
manufacturing units. 

C I M M C O 
THE demand for indigenous auto-

matic looms and high speed 
winding and warping machines has 
slumped due partly to the persistent 
financial stringency experienced by 
the textile industry and partly to the 
continued import of foreign looms. 
The demand for plain looms has also 
been low because of the restrictions 
on new installations. These factors 
forced Central India Machinery Manu
facturing Company to utilise only 40 

per cent of its Gwalior factory's 
capacity. In such ditlicult condi
tions, manufacturing activity in other 
fields has stood the company in 
good stead. More attention is, there
fore, being paid to the wagon and 
structural divisions in order to main
tain the momentum of expansion. 

The wagons division has stepped 
up its production. By introducing 
some changes in the manufacture of 
bogie bolsters and side frames, the 
company has helped the railways to 
effect economy in the price of wagons. 
New lines of manufacture are being 
added to the structural division esta
blished at Bharatpur, primarily for 
production of all types of bridges, sand 
wagons and mine-cars. Both the steel 
foundry and its; machine shop have 
gone into production. With a view 
to securing additional finance for ex
pansion and for redeeming the existing 
debentures of the face value of Rs 30 
lakhs by the end of 1965, the company 
proposes to issue new debentures worth 
Rs 1.25 crores. 

During the year to March last, sales 
turnover rose from Rs 4.94 crores to 
Rs 7.95 crores. This spectacular Jump, 
however, was due in part to a turn
over of about Rs 2 crores on account of 
Hind Cycles which the company took 
on lease from October last. The cycle 
business has yet not proved profitable; 
rather there has been a slight loss on 
this account. The gross earnings, 
therefore, have improved only modest
ly from Rs 63.64 lakhs to Rs 66.27 
lakhs. With all the necessary provi
sions taking away bigger slices, equity 
earnings have slumped to Rs 6.75 
lakhs from the previous level of Rs 
29.03 lakhs. The unchanged dividend 
of 10 per cent is short earned, and a 
part of it is to he paid out of past 
reserves. Over the year, gross block 
has increased from Rs 2.60 crores to 
Rs 3.48 crores and net block from Rs 
1.79 crores to Rs 2.44 crores. 

Jaipur Metals 
FAIRLY good results have been pro-

duced by Jaipur Metals and 
Electricals despite a "cut-throat 
competition'' in the house service 
electricity meter due to over-produc
tion in the country. What has helped 
the company is the continued good 
demand for A C S R. Besides, all 
the components required in the manu
facture of cyclometer and magnet are 
being produced in the company's 
factory, thereby bringing down over
all costs. The new line of production 
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