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T H E E C O N O M I C W E E K L Y 

Dull but Steadier 
Bullion 

S H E I K H M E M O N 
S T R E E T can take credit 

for managing its affairs since the, last 
Diwali without a payments deadlock. 
Except for occasional spells of acti
vity, trading has generally been du l l . 
The outside public taking l i t t le 
interest, business in the bullion mar
ket has been predominantly profes
sional. Broadly speaking, prices rose 
steadily between December and Apr i l 
and fell sharply by June to around 
the levels prevailing in December. 
The market has been gradually 
creeping up since the last week of-
June. Fluctuations in gold were 
generally influenced by the arrivals 
of smuggled gold. Smuggling which 
had developed into a regular trade 

suffered, a severe setback w i th the un
rest m Portuguese pockets. Fear of 
a possible fall in farm incomes owing 
to the decline in prices of agricul
tural commodities, flood damage and 
its repercussions affected sentiment 
at times. Improvement in the inter
national political situation and the 
decline in the premium on gold in 
the world free markets discouraged 
sustained speculative buying of pre
cious metals. 

Silver forward which was marked 
down to Rs 147-6 in October, 1953, 
moved up irregularly to Rs 173-12 
by the second week of A p r i l . It de
clined sharply to Rs 148-6 in the 
third week of June after which it 

rallied gradually to Rs 161-8 in 
October. 

Gold followed a similar pattern. 
After rallying from Rs 79-1 in 
October to Rs 84-7 in November 
gold forward receded to Rs 80 In 
December after which it advanced 
gradually to Rs 94-12 in Apr i l . It 
dropped to Rs 81-13 June but 
recovered to Rs 90-14 in August. 
After easing to Rs 86-5 it has again 
steadied around Rs 88. 

The recent behaviour of bullion 
prices seems encouraging. W i t h sea
sonal demand likely to increase in 
coming weeks, a further rise is gene
rally expected. 

Around Calcutta Markets 

Falling Trend in Equities Halted 
In the current week, the j a i l i ng t rend in equities has been halted. But though the stock market 

has resumed its upward journey, it s t i l l lacks confidence. 
Thursday, Evening 

C O N T R A R Y t o expectations, 
the fall in equity prices on 

the Calcutta Stock Exchange was 
not as severe as it closed for the 
Puja holidays as it was immediately 
after it re-opened. Last week's sharp 
set-back was mainly due to tech
nical reasons. Dala i Street's dis
appointing behaviour aggravated 
the fall in equity prices on d i v e 
Street. If the development on the 
Bombay Stock Exchange influenced 
Calcutta operators dur ing the ho l i 
days, d i v e Street soon regained its 
individuali ty after i t re-opened. In 
the current week, Clive Street's 
steadiness seems to have halted the 
decline in equity prices on Dala i 
Street. 

By the middle of last week, a day 
after the re-opening of the market, 
the transactions in the forward 
shares had to be settled. There was 
a heavy drop in Ind ian I r o n . There 
was a sympathetic set-back in the 
prices of other forward shares. 
These events created some ner
vousness. There was heavy selling 
pressure even in cash scripts. In the 
first three days of this week, the hal l 
was packed to overflowing lo r about 
two hours each day alter the official 
closure of. the session. Tha t was 
an indication of the heavy deliveries 
in cash scrips. It was in anticipa
tion of these deliveries that equity 
prices fell in the second half of last 

week. 
In the last fortnight, I nd i an I r o n 

dropped more than two points. This 
was partly due to the growing be
lief that the Company might not 
be able to step up dividend pay
ments for some years to come, as 
i t w i l l have to make additional pro
visions for servicing the loans. It 
is not denied that the Company is 
making fair progress. But it is 
argued that the prior charges on its 
earnings, and the possibility of 
formation of more steel companies, 
necessitate a revised assessment of 
the prospects for the existing i ron 
and steel companies. It is not w i t h 
out significance that Ta ta ordinary 
shares have also declined in the last 
fortnight . 

A corrective set-back in prices 
after a consistent spurt for a year 
is not unusual or unexpected. Nor 
is it unusual for stock markets to 
stress possible " bearish " develop
ments in a fall ing market. Dur ing 
the fortnight Clive Street was closed 
for the Puja Holidays, equities were 
under the influence of rumours about 
the Taxat ion Enquiry Commission's 
findings. It now appears that the 
report is not likely to be published 
for some time yet. But what was 
surprising was the fa l l in equities in 
anticipation of the Commission's 
findings. Equities declined on the 
argument that its findings might 

affect the future growth of indus
tries. 

Tax Problems 

Marke t operators have a habit of 
arguing what they choose to argue. 
It suited them a few days ago to 
argue that, as the recent rise in 
equities was par t ly due to expecta
tions of lower taxes equities should 
fal l on the assumption that the Com
mission would not recommend any 
reduction in taxation. Wi thou t pre
judging the findings of the Commis
sion, i t w i l l cause surprise i f its re
commendations imply lower taxation. 
Some minor technical re-adjustments 
are possible. But few expect any 
material reduction in taxation. 

If a reduction in taxation is not 
possible, any further increase in 
direct taxation is equally unlikely. 
Economic development cannot be 
had without a price. Statistics i n 
dicate that most of the States are 
wel l behind the planned schedule 
for mobilising their tax resources. 
By all current indications, the second 
Five-Year Plan w i l l involve larger 
expenditure. Even on the assump
t ion that deficit financing is inevit
able, it is not likely that the aggre
gate tax burden w i l l be lowered. A t 
the same t ime, the existing tax load 
is so heavy that any further increase 
in direct taxation may be ruled out 
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