
AROUND BOMBAY MARKETS 

Rally Peters Out 
MASSIVE buying by the Life Insu-

- rance Corporation near the 
previous week-end of leading 
speculative counters like Century, 
Indian Iron, Tata Steel, Tata Locomo
tive, Voltas and Gwalior Rayon, helped 
the market to stage a fairly impressive 
recovery from the lowest level reached 
on September 7. Within just three 
days Century moved up from Rs 496 
to Rs 522, Kohinoor from Rs 260 to 
Rs 274, Standard from Rs 349 to Rs 
368, Indian Iron from Rs 24 to Rs 
25.85, Tata Steel from Rs 146.50 to 
Rs 130.73, National Rayon from Rs 363 
to Rs 393, Tata Locomotive from Rs 
209 to Rs 218, Hindustan Motor from 
Rs 15.80 to Rs 16.52 and Scindia 
from Rs 12.88 to Rs 13.44. Never 
perhaps had the L I C made such 
heavy purchases — certainly not of 
speculators' favourites in a matter of 
days as it did near the previous week
end, Finding themselves no match for 
the country's largest investor beats 
rushed for a cover despite the inten
sification of war between India and 
Pakistan and the extension of the area 
of hostilities. 

It was frantic bear covering and 
scarcity of fresh offerings which led to 
the brisk rally earlier in the week. The 
market was at its best on September 
10—the end-account day. The 'budla' 
charges at the turn of the settlement 
indicated a clear shortage of floating 
stocks. Carry-forward charges in Cen
tury, Steel, Tata Locomotive and A C C 
were about the lowest for a very long 
time and the 'bulda' charges turned 
against sellers in Indian Iron, Kohinoor 
and National Rayon - a very rare 
phenomenon so "far as Indian Iron is 
concerned. 

With anxious short covering over 
and L I C keeping aloof for the time 
being, Dalai Street turned cautious 
again because of the deteriorating 
political situation. Equities gradually 
drifted lower due more to lack of 
support than to any important selling. 
Apart from the extension of hostilities 
and frequent air raids by Pakistan, 
market sentiment during the latter part 
of the week was affected by the rise in 
the inter-bank call money rate to 9 per 
cent, uncertain outlook for U S econo
mic aid and the Government's decision 
to put off decontrol of cement for the 
time being. 

By the week-end, most of the shares 
had shed quite a significant portion of 

their earlier gains and A C C were 
back again to the level prevailing be
fore the announcement of partial de
control. Activity on the stock market 
continues to be entirely professional 
and is of a purely speculative type. The 
immediate outlook for equities depends 
on developments in the political situa
tion and the extent of LIC support to 
the market. 

COTTON 

Futures at New High 

C OTION futures last week not 
merely recovered the ground lost 

in the preceding week's panicky sell-
off induced by war news but scaled 
an altogether new peak. The March 
contract, which had been marked down 
to Rs 861.50 on September 7 and had 
rallied to Rs 870.75 by the close of 
the previous week was bio up to Rs 
885.50 on September 14—well beyond 
its previous high of Rs 882.75 re
corded on August 31. Last week's 
Spurt was due both to renewed bull 
support and short covering. Apart 
from the strong fundamental position 
of cotton resulting from the chronic 
imbalance between supply and dem
and, firmer sentiment last week was 
to some extent attributable to fears 
of damage to the standing crop of 
cotton both in Punjab and Rajas-
than on account of persistent Pakis
tani air raids at various places. 

While futures shot up to a new 
high, the spot market held steady 
around the previous levels without 
much activity. The turnover in the 
spot market which is always restrict
ed at this time of the season has 
shrunk further due to serious deve
lopments in the political situation. 
Fresh purchases are restricted to the 
irreducible minimum. Nobody wishes 
to take the risk of buying for stock-
huilding. Financial stringency and 
continued slack off-take of cloth are 
the other restraining factors. Even so, 
cotton prices are only a little below 
the highest levels ever recorded. 

With a few more crucial weeks 
still to go, it is rather premature to 
express an opinion on the new crop. 
informed sources, however, are of the 
view that if the weather continues to 
be reasonably satisfactory the new 
cotton crop would turn out to he 
around 61 lakh bales. It might well 
be one or two lakh bales more if the 

weather is very obliging. This means 
mat even at best production of cot
ton in the last year of the Third Plan 
is not likely to exceed 6 3/64 lakh 
bales which is far short of the target 
of 70 lakh bales, it is, therefore, ob
vious that with spindleage on the in
crease, pressure on cotton is likely 
to increase further. The shortlall will 
have to be made good through im
ports if cloth production is not to be 
allowed to sutler. Year alter year it 
is the same story, production lagging 
lar behind the Plan targets even when 
the weather is reasonably satisfactory. 
And the target can by no means he 
said to nave been fixed on the higher 
side. The plain truth is that the ave
rage yield of cotton in India is miser
ably low around I20 lbs an acre which 
is less than even half the world aver
age, let alone the leading countries 
like the U S A, U S S R , Egypt, and 
the Sudan where yields ranging up to 
586 lbs an acre. 

OILSEEDS 

Futures Rally 

D 
ESPITE the intensification of the 

war between India and Pakistan, 
oilseeds futures recorded an impressive 
recovery last week. Castor April and 
linseed April which had been marked 
down to Rs 87 and Rs 106.50 per 
quintal) at the previous week-end 
were up again as Rs 96.75 and Rs 
113.50 respectively and the week-end 
quotations were only a little lower 
around Rs 9-1.87 and Rs 111.25. Appa
rently, bults who had been dominat
ing the market, for a long time were 
in no mood to give up their control 
without a fight. To some extent, per-
haps, hulls were emboldened by the 
prospect of an early cease-lire follow
ing the UN Secretary-General's peace 
mission. The recovery might not have 
been so very quick and sharp if the 
market were not thin; manipulation 
becomes easier when the public par
ticipation in the market is relatively 
small. 

While futures did stage an impres
sive recovery, the spot market con
tinued to display a subdued tendency. 
Spot prices hardened a little in sym
pathy with futures but later they again 
drifted lower and moved below the 
previous week's lowest levels. After 
rallying to around Rs 10.73, ground
nut oil is again quoted around Rs 
29,25 (per 10 kgs). Linseed oil and 
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castor oil are quoted around the pre
vious week's lows of Rs 25.25 and 
Rs 18 respectively. Spot groundnut 
and linseed have been distinctly sub
dued. The easier tendency in the spot 
section is due both to reduced off-take 
and anxiety to reduce stocks because 
of the increasing political uncertainty 
following the extension of the area of 
conflict between India and Pakistan. 
There is now a greater disposition to 
convert stocks into cash. 

Though the trading sentiment re
cently has been guided mainly by 
political developments, reports about 
the progress off the groundnut crop 
have also been fairly satisfactory and 
these could have induced caution 
among bulls and stockholders, es
pecially when conditions in the money 
market continue to remain very ight.-
While the armed conflict between 
India and Pakistan has still to pro
duce a strong impact on prices, ex
port activity has come to a standstill. 

MONEY AND BANKING 

Stringency Continues 

S 
UPPLY of funds in the Bombay 
short term money market during 

the week to September 15 was strin
gent even though demand was not 
substantially larger. The trend could 
be attributed to the decline in the 
volume of floating funds. The rate 
of interest continued at 9 per cent 
though some transaction were report
ed at slightly higher rates. 

Deposits of scheduled banks during 
the week to September 3 declined by 
Rs 40.69 crores to Rs 2792.85 crores 
according to the latest statement of 
affairs of scheduled banks issued by 
the Reserve Bank. This decline follows 
an increase of Rs 23.58 crores during 
the preceding week. Bank credit on 
the other hand advanced by Rs 11.55 
crores to Rs 2022.51 crores. Borrow
ings from the Reserve bank were 

higher by Rs 12 crores at Rs 21.33 
crores and investments fell by Rs 75 
crores. Investments in government 
securities fell by Rs 3.84 crores to 
Rs 855.40 crores. 

Active notes expanded substantially 
during the week to September 10 from 
Rs 2554,12 during the previous week 
to Rs 2591.95 crores, according to the 
latest statement of affairs of the Re
serve Bank. Rupee coins declined by 
Rs 1.31 crores to Rs 101.43 crores. 
Deposits of the Central Government 
were down by Rs 48.70 crores to Rs 
109,55 crores. State Government 
deposits were lower as well at Rs 11,16 
crores against Rs 13.31 crores during 
the preceding week. Scheduled bank 
deposits, however, advanced from Rs 
97.19 crores to Rs 97.72 crores. Foreign 
securities remained unchanged at Rs 
68 35 crores but balances held abroad 
were better by Rs 3.28 crores at Rs 
16.14 crores. 

CAPITAL VIEW , 

A Fight to the Finish ? 
Romesh Thapar 

D 
ESPITE the fact that the wise 
reticence of the Defence Ministry 

over the journalistic trumpeting of 
victories and advances has now degene
rated into a wooden refusal to intel
ligently explain what is happening on 
the western front, it is clear to obser
vers in the Capital that our envelop
ing, destructive thrust into the plains 
of West Punjab to smash the Pakistani 
armour and fire power was held. We 
now appear to be facing a war of 
attrition with all its consequences. We 
may still break through to free the 
pincer movement, but the war with 
Pakistan looks very much as if it is 
going to be a fight to the finish. 

Politically, too, U Thant, the UN 
Secretary-General, must have come to 
very much the same conclusion follow
ing his discussions in Rawalpindi and 
Delhi. The essence is that Pakistan 
makes the cessation of hostilities 
dependent on the opening of the 
Kashmir question while India refuses 
to accept that any such question 
exists. In both countries, the realisa
tion is general that the rapid escalation 
of the conflict — now threatening the 
eastern frontiers, too — makes the 
future dependent entirely and irre
vocably on a decisive military result. 

In the absence of proper briefings, 
and in the gloomy atmosphere of a 

rather over-organised black-out (in 
certain areas it has turned into an 
unofficial dusk-to-dawn curfew im
posed by self-appointed, lathi-carrying, 
civil defence guardians!) the war has 
its own imaginary ups and downs. 
The more serious, and perhaps better 
informed, have been watching the 
development of the second 'right-hook' 
in the Sialkot sector: the first appa
rently was to have been delivered via 
the Dera Baba Nanak bridge in the 
Gurdaspur sector which the Pakistanis 
re-captured and destroyed before our 
armour was ordered across. 

Bitter battles arc being fought right 
down to the Ferozepur sector. We 
arc told that we are progressing. No 
details are offered or known. Suffice 
it to say that until the capture of vital 
communication junctions is announc
ed, it is impossible to assess the plight 
or the fighting potential of the Pak
istan army. 

Foreign missions in the Capital, 
startled by the suddenness of the deve
lopments, continue to stress the l imi t 
ed 'staying power' of the two armies. 
It is argued that if the intensity of 
the battle is what it is made out to 
be crucial shortages wil l begin to 
influence the result. Meanwhile the 
literal massacre of the much-vaunted 

Patton tanks is the talk of NATO 
and SEATO circles. 

The experts claim that the Pakistan 
army is either over-mechanised (mus-
clc-bound!) or it. doesn't know how 
best to exploit its undoubted advant
age in armour and the fire-power 
superiority provided by its self-pro
pelled guns. Much the same kind of 
theorising can be done about the failure 
of the Sabre jets — - even in combat 
with the Bangalore manufactured 
Gnats. While the progress of the bat
tles has pushed much of this discus
sion into the realm of history, the 
question of the 'staying power' of the 
two armies remains very relevant. 

On this matter, there is very little 
expertise available outside informed 
Defence Ministry circles. It is, how
ever, a matter of some satisfaction that 
the plans for indigenous defence pro
duction and a much enlarged oil re
fining capacity were well laid. We 
know today the meaning of that effort. 
But we have yet to rouse ourselves to 
ask why the undoubted talents of the 
two men who made this possible — 
V K Krishna Menon and K D Mala-
viya — are allowed to .be wasted by 
a political party urgently in need of 
competence. Make no mistake about 
it, when this painful and costly busi
ness of war is over, the country will 
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