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Around Calcutta Markets 

Favourable Budget Reactions 

A S anticipated, the budget esti
mates for 1954-55 did not have-

any surprises for the market; the 
effort to ro l l ed about Rs 12 crores 
more in revenue through the impo
sition of higher and new excise duties 
need not have been made. The 
amount of deficit financing, on the 
assumption that the estimated expen
diture would materialise, is Rs 250 
crores against the revised figure of 
Rs 80 crores for the current year. 
There is naturally considerable en

thusiasm over the prospect of sub
stantial addition to money supply and 
the benefit that would accrue from 
it to many sectors of the economy, 
though in particular quarters, there 
is also that fear that inflationary 
financing would have serious conse
quences. There is l i t t le reason for 
such fears, however, as the expendi
ture is of a fundamentally different 
type from that incl ined in Wor ld 
War II and it has been demonstrat
ed by the developments in the past 
three years that to spend on produc
tive or semi-productive projects is 
difficult indeed. This is evident from 
the Finance Minister's reference to 
the increase of Rs 19 crores in the 
opening cash balances for the cur
rent year due to lapses. What exact
ly wil l be the position at the end of 
the current year is difficult to say 
Shri Deshmukh has indicated that 
about Rs 1,000 crores have been spent 
in the first three years of the Plan 
and that it would be necessary to 
spend the balance of over Rs 1,200 
crores in the next two years. 

Estimates from reliable quarters in
dicate that the total development 
expenditure under the Five-Year 
Plan in 1953-54 may not be very 
much more than Rs 320 crores, ie;  
the total expenditure for the three 
years wi l l he nearer Rs 900 crores 
than Rs 1,000 crores. It is difficult 
to be categorical in this regard, The 
trend of Government balances sug
gests, however, that it has not been 
necessary to resort to deficit financ
ing of the dimension indicated in 
the budget speech. What adjust
ments become, necessary by the end 
of March remain to be seen. The 
position is obscured on account of 
die availability of various funds at 
the disposal of the Government and 
for this reason it has not been neces
sary so far to ' create ' currency as 
such. The returns of the Reserve 
Bank and the: statements relating to 

the scheduled banks show that the 
expansion of currency in the busy 
season of 1953-54 did not exceed 
what could be accounted for by 
normal seasonal requirements. 

Thus, if the availability of addi
tional resources has been helpful and 
if counterpart funds or others have 
led to some contraction of currency, 
the net inflationary effects could not 
have been serious. In fact, except 
for the larger offtake of consumer 
goods, which has come about largely 
on account of a stabilisation of prices 
and not because of larger purchasing 
power, there is nothing to suggest 
that i t w i l l not be necessary to 
create more demand to absorb 
hither production as well as imports. 

Imports have been considerably 
liberalised. Rut because of the re
duction in imports of food and the 
shutting out of other imports through 
protectionist policies, the position is 
such that the consumer needs parti
cularly of the rural population can 
be satisfied mainly by an increase in 
indigenous production. Hence fore
ign balances can be absorbed only 
through larger imports of producer 
and capital goods. For this purpose 
the industrial sector must also be able 
to plan more boldly and capital ex
penditure should also be incurred 
simultaneously in the various sectors. 

Ft w i l l be necessary, therefore, to 
find out why there have been such 
heavy lapses, whether it would be 
possible to incur planned expendi
ture by changing the priorities under 
the Five-Year Plan and whether 
closer co-operation with the other 
sectors of the economy to make avail
able to them existing resources to a 
greater extent may not help. 

An examination of the estimates 
given in the capital budget shows 
that multi-purpose projects w i l l ac
count for large outlays while the 
States wi l l get bigger g r a n t s . 
The States have naturally been com
placent because they have been get
ting their resources without any diffi
culty and except in particular areas, 
there would probably not be the 
same keenness to push through larger 
schemes. If the Centre is obliged 
to be careful in regard to grants to 
the States and if it cannot incur the 
expenditure allotted for i t , additions 
to currency in the next financial year 
may not be more than Rs 200 crores. 
M u c h wi l l depend on the volume 

of deficit in the balance of payments-
that is developed, and also the man
ner in which it is developed, ie, w i th 
out a set-back in exports, or not, 
and how the proposed expenditure 
is actually incurred. There can be 
no doubt, however, about the in 
crease in purchasing power in the 
hands of the public, particularly in 
those parts of the country where the 
impact of such expenditure w i l l fall 
in the first instance. 

If savings can mop up part of 
resulting increase in money incomes, 
national spending may not increase 
to the same extent. So long as the 
present slack in the economy re
mains, to absorb the increase in 
money supply, it w i l l not require so 
much of additional production. The 
difficulty, if any, w i l l arise at the end 
of the Plan period, by which time it 
would be possible to have clearer 
ideas of the changing pattern of de
mand of various classes of consum
ers. The effects of developmental 
expenditure wi l l also become more 
clear by then. 

It is premature, therefore, to enter
tain exaggerated fears. The only 
question that has to be answered 
from the stock market point of view 
is, to what extent wi l l the increased 
money supply augment the resources 
of the organised capital market and 
swell the flow of funds for invest
ment in industry. While there may 
be a larger demand for steel, cement 
and other items, consumer goods wi l l 
also be easily absorbed, It would 
be greatly advantageous if simulta
neously outside investment support 
also increases. Here it is rather 
difficult to say that the urban sector 
wi l l be better off as the character of 
the expenditure under the Five-Year 
Plan is not calculated to meet this 
sector and new taxes also w i l l fall 
more heavily on i t . Rut having re
gard to the fact that the general 
climate w i l l improve, industry w i l l 
be benefited, and there is no pros
pect of an increase in direct taxation, 
the emergence of a bull market in the 
near future can be confidently fore
casted. 

The immediate effect on the stock 
market has not been so clear. Bom
bay advices have been lower. Never
theless, notwithstanding- a slight de
cline in prices, and a drop in Indian 
Irons due to speculating selling, the 
undertone appears to be steady. 
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