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Around Bombay Markets 

Dalal Street Marking Time 
Thursday, Morning. 

DALAL STREET has had to strug-
gle hard for nearly four weeks 

simply to regain the ground it had 
lost in the first two opening sessions 
of the year on January 4 and 5. It 
had not fully recovered the lost ground 
when it slipped badly without any 
serious provocation and within four 
working days it was back again almost 
from where it had started. For the 
past week or so, the market has 
simply been idl ing away its time in 
the hope — fond hope perhaps — 
that the Finance Minister Krishnama-
chari w i l l anyhow provide adequate 
tax concessions in the coming Budget 
in order to restore confidence in the 
investment market. It is mainly be
cause of this optimism that the market 
has been able to present a remark
ably steady appearance recently in 
face of the violent disturbances over 
the language issue and has reacted 
very mildly to Wednesday's surprise 
announcement about the one per cent 
increase in the Bank Rate and the 10 
per cent rise in the customs levy on 
all articles except foodgrains, ferti
lisers, pesticides, books and accessories 
for family planning. 

It can be argued that wi th the 
regulatory customs duty of 10 per cent 
estimated to yield between Rs 65 
crores and Rs 80 crores over a fu l l 
year, the Finance Minister w i l l be in 
a better position to give tax relief. 
But the tenor of Shri Krishnamachari's 
statement suggests that the increase in 
the Bank Rate and in the customs 
levy are only the beginnings of the 
counter-inflationary drive and that 
further measures for enforcing stricter 
fiscal and monetary discipline might 
be woven into the Budget to be pre
sented on February 27. Whether or 
not the stock market's expectations in 
regard to tax relief w i l l be realised, it 
is anybody's guess. But it appears 
that in its mood of optimism, the 
stock market has not assessed the 
impact of the higher Bank Rate and 
the enhanced import levy which are 
bound to affect adversely industry's 
profit margin by pushing up costs of 
production. Besides, the increase in 
the Bank Rate to six per cent wi l l 
br ing into sharp focus the average 
yield of 7 per cent available on equity 
shares which is far from being attrac
tive in the context of the present 

interest rates structure. It is difficult 
to visualise possible changes in fiscal 
policy which alone can bring about a 
revival of confidence in the capital 
market. The question is not merely 
of offering inducements to invest in 
equities. The main problem is how to 
restrict the scope for the employment 
of funds in commodities, real estate 
and other less desirable lines of acti
vi ty . 

Cotton 

Prices Above Ceiling 
COTTON continues to make news. 

The setback in prices which 
occured about the middle of last month 
following the formulation of the 
Indian Cotton Mi l l s ' Federation's 8-
point plan aimed at securing cotton at 
or below the ceiling through strict 
self-discipline has proved to be a 
short-lived affair. Prices have again 
risen beyond the statutory ceilings and 
the unofficial premiums range between 
Rs 25 and Rs 50 per candy. It is true 
that the Federation's scheme has not 
been fully implemented and quite a 
number of mills are known t have 
failed to abide by the rules laid down 
by the Federation. But this is not be-
cause the Federation has not been earn
est about enforcing the code of self-
discipline on its members; the blame 
resrs entirely with the Textile Com
missioner. The Federation's scheme 
had no legal sanction behind it and 
this shortcoming was sought to be over
come through the Textile Commission
er's intervention. The Federation is 
known to have kept the Textile Com
missioner informed about the names of 
mills which failed to submit their re
turns and/or did not: surrender their 
surplus stocks for redistribution among 
the needy mills. But the Textile Commis
sioner is not reported to have taken 'any 
action against the erring milts. Since 
the responsibility for administering 
price control over cotton rests en
tirely with the Textile Commissioner it 
is shocking that he should have failed 
to discharge his duty even when he 
had been assured of the fullest co-ope
ration from the Indian Cotton Mi l l s ' 
Federation. It is difficult to imagine a 
situation when price control could have 
been enforced more easily than this 
season as the industry had on its own 
decided to observe self-restraint in re

gard to the buying of cotton and hold
ing of stocks. Even so, the authorities 
have allowed price control to be re
duced to a sham. 

No less disquieting than the failure 
on the part of the authorities to ad
minister price control is the manner in 
which the Governments of Gujarat and 
Maharashtra have been entertaining re
presentations from the growers and 
traders for helping them secure proper 
prices for their produce. Cotton 
merchants of the Central Zone kept off 
the market for as many as 21 days 
business has been resumed only very 
recently. The Gujarat Agriculture 
Minister is reported to have drawn the 
Central Government's attention to the 
accumulation of stocks in Gujarat, It is 
difficult to understand how growers can 
have any cause to complain about the 
marketing of their crop when the in
dustry is wil l ing to take up the entire 
produce at the appropriate ceilings or 
at 5 per cent below the ceiling at the 
worst. Nor is it easy to appreciate how 
stocks of even desirable qualities get 
accumulated when the supply position 
does not appear to be quite comfort
able; it is pertient to ask why the prices 
of varieties whose stocks are reported 
to be pil ing up are quoted above the 
ceilings. 

Whatever be the supply position of 
cotton—it is not as desperate as is 
generally made out—there is no reason 
why prices should be allowed to rule 
above the ceilings. W i l l the Textile 
Commissioner explain why he has not 
resorted to requisitioning of cotton 
when prices have been quoted above 
the ceiling prices since about the be
ginning of November? The only com
forting news about cotton is the excel
lent, export performance despite high 
domestic prices. Exports of Bengal 
Deshi total around 1.65 lakh bales. 

Oilseeds 

Mixed Pattern 
THE oilseeds market has been dis-

playing a mixed price pattern re
cently. Castor futures have been keep
ing remarkably firm while linseed have 
been distinctly easy. Groundnut have 
been quietly steady whereas mustard-
seed have been rather subdued. 
The strength in castor futures 
which took the March contract to Rs 
206 on February 17—the contract had 
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been quoted around Rs 200 about a 
week earlier—was attributed to strong 
bull manipulation induced mainly by 
the idea that the bears would be unable 
to tender goods against the maturing 
contract because of the higher spot 
prices in the producing centres. The 
spot material has been keeping f i r m 
despite the vir tual absence of any ex
port business in castor oi l for a long 
while. Market reports are that castor 

o i l is being increasingly used for 
mixing wi th other vegetable oils—edi
ble oils included. Exporters seem very 
pessimistic about selling castor oi l ab
road except to the Communist coun
tries, Indian castor o i l being uncompe
ti t ive in other free markets. 

Linseed prices have been gradually 
dr i f t ing lower—the March contract was 
sold down to Rs 44.62 (per 50 kgs on 
Wednesday)—because of the steady im-

provement in the flow of mustardseed; 
arrivals of mustardseed w i l l be in ful l 
swing after about a month or so. 
Mustard o i l which had touched a high 
of Rs 4,800 per tonne not long ago 
was marked down to Rs 2,650 about a 
fortnight ago but it has recently re
covered to around Rs 2,950. Prospects 
of any further significant rise In 
mustard oi l prices are generally dis
counted. 


