
AROUND BOMBAY MARKETS 

Further Decline 

DALAL STREET last week was 
forced to beat a further retreat 

under persistent selling pressure both 
from bulls and bears. Much of the 
selling was in the nature of distress" 
selling by bulls who had been sitting 
tight for long in the hope that prices 
would some day stage a good techni
cal rally if nothing else; these hopes 
have been completely belied. There 
was nothing particularly disturbing in 
the week's news to unsettle the market 
sentiment. The market could, in fact, 
have derived some comfort from the 
thought that some good might come 
out of the proposed Tashkent meeting 
between the Prime Minister Shastri 
and President Ayub. 

Equities continue to drift lower and 
lower as investors' confidence is being 
further undermined by the steady 
deterioration in the economic situation 
and continued political uncertainties. 
Official utterances on the economic 
situation have created a psychology of 
crisis and added to the stock market's , 
despondency. Of course, the crisis is 
not just psychological. Many industrial 
units, are being forced to suspend or 
curtail their production due to scarcity 
of essential spares, components and 
raw materials, imported as well as in
digenous. Under-utilisation of capacity 
is bound to push up industrial costs 
still higher which is sure to have its 
impact on profitability and possibly 
also on the dividend paying capacity 
of many units. 

While industry's profit margin is be
ing squeezed by mounting costs, rising 
cost of living is making it increasingly 
difficult for individuals to save for 
fresh investment. Economic distress is 
increasing fast and if allowed to grow 
unchecked for long it might easily dis
turb industrial peace. Neither the eco
nomic situation nor the political situa
tion is conducive to the revival of in
vestors' confidence. It is difficult to 
think of measures which could boost 
the morale of the capital market with
out restoring health and vitality to the 
economy. While New Delhi seems to be 
fidly seized of the disturbing trends in 
the economy there is little evidence 
that adequate steps are being taken 
to bring about quick economic reco
very. In the circumstances it is diffi
cult to take an optimistic view of the 
outlook for equities. A technical 

The Big Gap 
DESPITE reports of favourable 

weather conditions in some of 
the cotton growing areas, especially in 
Sural, Broach and in the South, the 
1965-66 cotton crop continues to be 
placed around 52 lakh bales against 
57.5 lakh bales in 1964-65. With im
ports likely to be about. 5 lakhs less 
due to the anticipated shortfall in 
P L 480 and global imports, the total 
reduction in the availability of cotton 
in the current season is expected to 
be of the order of 10 to 11 lakh bales 
compared to the previous season. 
Such a shortfall can be made good 
only partially by drawing on the pre
vious season's carry-over of 23.72 
lakh bales. 

Therefore, in any case, there will 
remain a big gap between the total 

-available supplies of raw cotton and 
the industry's normal requirements. 
It is quite obvious that cloth produc
tion will suffer substantially and very 
possibly the industry will have to pay 
higher prices for the raw material 
than in the previous season. How 
high, it is difficult to say because 
that wil l depend on the trend of 
cloth off-take and the general state 
of the textile industry. 

Since the industry is at present 
faced with the problem of stock ac
cumulation, reduced availability of 
cotton might not be regarded as a 
matter of any serious concern. In 
fact, there are quite a few observers 
who are inclined to regard the power 
cut and shortage of cotton as a sort 
of blessing in disguise. But the pros
pect of resolving the so-called crisis 
of stock accumulation, when cloth 
production is already running far be
hind the Plan schedule and cloth pri
ces are ruling around their all-time 
high, through a reduction in cloth 
production is far from pleasing, to 
say the least. It is one thing to have 
to put up with shortage of even an 
essential item of daily life, but to re
gard a cut in production as a good 
solution to the problem of stock ac
cumulation created largely by factors 
other than a decline in effective de
mand, is quite a different matter. 

Thursday, Morning 

Conditions in cotton market did 
not show any noticeable change last. 
week. The spot marker continued to 
display a subdued tendency with ex
tremely limited turnover and futures 
also drifted lower in sympathy with 
the continuing easiness in the spot 
material. The weakness has been nore 
pronounced in Bengal Deshi because 
of the virtual absence of overseas de
mand. Export: sales registered till 
the first week of December totalled 
only 59,627 bales as against 1.30 lakh 
bales in the same period last year. It 
bears repetition that despite the re
cent sizable decline, cotton prices are 
still well above the previous season's 
ceilings and that prices would not 
have registered even this much dec
line but for the peculiar difficulties of 
(he cotton textile industry, financial 
stringency and political uncertainly. 

There have been reports that New 
Delhi is considering the imposition of 
some more curbs on cotton 
such as restrictions on the 
movement of cotton from certain 
zones for limited periods, widen
ing the scope of statutory sur
vey and requisitioning on a selective 
basis. The new measures are intended 
to reinforce the present regulatory 
measures and to ensure a steady flow 
of cotton supplies to the textile mills 
at reasonable prices. The tight supply-
position does hold out the prospect 
of prices being pushed up appreciably 
in course of time. But the Govern
ment would do well to restrict its 
regulatory measures to the minimum 
when it does not have the ability to 
enforce them effectively. 

OILSEEDS 

Bulls Turn Cautions 
PROSPECT of better rabi crops-

mustard and rapeseed, Unseed 
and castorseed—following recent be
neficial rains in most of the oilseeds 
producing areas have affected the ge
neral trading sentiment in the oilseeds 
market. Bulls have ceased to be ag
gressive and at least for the lime 
being they seem anxious to reduce 
their commitments at higher levels. 
The turnover in futures has shrunk 
considerably which is partly due to 
the imposition of heavy margins. 
After keeping steadier on short co
vering induced mainly by the strength 
in groundnut oil, oilseeds futures de-
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rally is perhaps about all that one can 
look, forward to in the near future. 

COTTON 



veloped a sagging tendency near the 
week-end, Castorseed A p r i l and l i n 
seed A p r i l which had Rallied to 
Rs 106.50 and Rs 123 earlier in the 
week eased to around Rs 102.75 and 
Rs 120.75 which were only slightly 
higher than the previous week's 
lowest levels. Linseed oi l and castor 
o i l also shed all their early gains. 
Groundnut oi l which had recovered 
further from Rs 32.50 to Rs 35 (per 
10 kilograms) receded to around 
Rs 33.60. In the preceding week, 
however, groundnut oi l had been mar
ked down to Rs 29.50 from its nid~ 
November high level of Rs 37.50. 

Only bulls who had been gambling 
on ideas of a failure of the rabi crop 
were uneasy over the recent rains 
which w i l l prove very beneficial to 
the standing crops. But since rabi 
sowings have been rather poor be
cause of inadequate rains at the sow
ing time, the total output of rabi o i l 
seeds is unlikely to reach the previous 
season's level even if the weather 
continues to oblige unti l the harvest 
is ready. The overall supply position 
of vegetable oils wi l l remain very 
tight in the current season because 
of the substantially smaller ground
nut crop. Prospects of securing edible 
oils from the US under PL 480 
seem quite dismal. In the circumstan
ces, there is l i t t le chance of any sig
nificant fall in vegetable oil prices 
even though they are standing at 
very high levels. Little comfort can 
be had from the fact that prices 
have registered a moderate setback 
from the mid-November ridiculously 
high levels. The supply position of 
edible oils being what it is, the Gov
ernment and the market authorities 
w i l l need to be very vigilant in order 
to prevent prices from being pushed 
to new high levels in course of time. 
It is, however, quite possible that 
oilseeds prices may remain subdued 
for a while. Short-term fluctuations 
in prices are always difficult to pro-
diet. More so when the various 
States continue to impose all sorts of 
restrictions on the movement of goods 
outside their boundaries. 

Export activity is confined to 
groundnut extractions and cottonseed 
cakes. Fairly large business is repor
ted to have been put through in 
groundnut extractions recently wi th 
East European countries. Business 
with the U K has been relatively 
small. Recent restrictions in the mo
vement of oilcakes outside certain 
States and even districts have caused 
considerable confusion and uncertain
ty in the minds of manufacturers and 
exporters. 


