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1. - For some time-diready Ttalian economic

_and financial circles have:been expecting the

tepeal of the extraordinary progressive tax on

- disidends, and_the revision of existing regul-
. ations on the mvestment of forcign capital in
- Jraly and on the revaluation of stock-capital for

monetary adjustment.
_In the general expectation these measures

' shauld have eliminated mpst of the difficulties

met in the Anancing of Italian Companies. A
repeal of the tax on dividends added to'a reval-
pation. of assets, consented in a measure ade-

" quate td the actusl depreciation of the lira and

exempt from heavy taxation, would, it was

by
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believed, favour at the same time a revival of

the depressed stock markets and the direct flow
of investments to production. Moreaver, the
unhindered flow of foreign capitak would add

. to the investment of national savings, which

“are inndequate to cover the requirements g[‘
srecovery and reconstruction, :
After having been frequently discussed by
the Council of Ministers and examined several
times by expert committees, these measures
were finally formulated in Decree No. 49 of

- PFebruary 14, 1948 and Decree No. 211 of March,
2,1948. But, judging by the criticism to which

they gave rise, they did not meet with the ap-

of the partics concerned, being consid-

ered as excessively restrictive and, in any case,
inaderquate to the desired ends, . °

A study of the measures contained in the

wo
they are

2. - The technique of the socalled " mon-

: W
L &,

in order to reabsorb on behalf of the Trea-
sury the availabilitics of the market swollen
by public expenditure, has already been dealt
with in this review (1), With regird To the
stock market it consisted of a series of except-
ional measures—in addition to those. already
in foree since the time B the military cam-

:paign _in Ethiopia (2)—which aimed mainly

at favduring the investment of liquid assets in
State securities; investrnent in equities’ was at
first rendered less profitable and, later, more
and more burdensome. . -

('l'hr: series of restrictive measures started in_
July 1940 with the special tas on efeess profits
deriving from the state of war {Law No. §13
of July 1, 1040), which represented a progress-
ive y-cq;rI]r WEM 10 1o 0o per cent
of the profits f mmercial and industrial

_activities exceeding the socalled normal in-

and of the principles on which
eads us to consider the shbject-
ire conditions af. the time bf their publication,

making a rapid survey of the tirtumstances of
the stock ﬁlaran'ct dunrng_ these last years.

etary circuit " adopted in Italy during the war

“the extracedinary tx an the capi

{1 M‘ueu.m Muvcrers The Tialian Money Hﬂr{'ﬂl and the

_ Fimameiwg of the Treamry, in this Review, July, mgg, pl tom,

{¥) Thets messares aret :

Deeree Mo, they of Semember 7, 1015 concerning  the
instinmion of the soecallod ** compon tx " (fmponta. eedoiare),
1:ten per cent tax on dividends and the intereis sceruing o
halders of unreglstered stock fisued in Trafy by companics and
concerms oeher - han (b Sune; the fwuing company bad: to,
lexy this tax from the sheckhelders, The aim of this tax was
wa sdnzulate the cooverion of beaser sinck nte regiversd
sock, (0 onder 1o svedd any evaion of the peneral incame b
unlnullm:{impommmir e

Décres Mo, r7gg of Ociober g, g3 cbliging sinck com-
panies” (with the exception of municpsl concerns) ta pay @
ter on rhe dividends distributed with sioaghly pmprh&rc_
rates, Afeer the slterstions resubting frem the application of
of jolot stock companics,”
which was intreduced fn October 3537, the 13 on dividends
fuctusied betwern § per cent {for dividends berween 8 and g
per gent of the capinl phe the reserves ai shown by the
balancesshert) and Go per cent (for dividends of ever 14 per
cent). The aim of this mx was to keep the distributed profics
within the pan-taxable limits and sccamalaie the excess in the
T of reserve Fund, i o

P
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come {3).  The severity of ﬁlis tax, however,
was mitigated by the faculty to transfer to ea.
pital part of the reserves, without hitting them

~ with the tax on dividends and the " conpon
tax . Thus, without any change taking place

on the actual assets of the concern, it was pos-
sible, by means of negotiating options, to dis-
tribute higher profits without the burden of
the two above-mentione and to increase
the ordinary income which was free from the

- excess profits taxd But later on, these advant- .

ages were also neutralised.  Some months later,

 in order to eliminate speculation and improve

the economic sinmtion of the businesses sims
transferred to capital were subject to a 100 per
cent tax (Decree No, 1714 of Dec, 2%, 1940).
In addition, a_measure which had been re-
pealed in 1936 Wais adopted again, limiting the
distribution of profits from any company to a
maximum level of 7 per cent of the capital paid
up, or to the figure of the Jast yearly d[vidlfnd

- or of the average-dividend for the last three
. years, reduced by onc-eigth in both cases.

Further, in_another Decree (No. 1713 of
December 27, 1940} the "coupon tax " was.

. raised from 10 to 20 per cent for shares, while

remaining unchanged for fixed-interest stock.

_ -’“;Hummr, these restrictive measures did not

succeed in preventing a rise in quotations.
The heavy demand for stock, due to the farger
amount of ‘capital to be invested, was not
offset by an adequate ‘supply. And this not
only becausé the holders of stocks and shares

~ wished to keep them, but also becauge, in the
meantime, a check Tad been placed on-the

formation of new companies, as well as on
capital increases and on the issuing of stock
by already existing concerns, which had to séc-

~ ure prior Gavernment permission whenever the

coeded

stock issues or capital increages
total of one million lire. (4)

(1) Accomling 1o the law, the pormal inebene for omps.
mach apd bavineties that sre mutd on the returns. of thelr b
lanceshests i5: the  [aoome  assessend For lncome tax’ for e
years Igyrenggl

(4} This mesnure—already contained in Desree Mo, 1613

of Sepeernber . 1035 valid until Jume 30, inse—had then been

T ratonded for pes year (Law Mo 038 of Jane 23, 101), M othe

el of which term ft was again exiended wntil ihe coming

into force of the new Civil Code (Liw Mo, a5 of June 13,
- Wk : :

Other Decrees were passed, therefore, g
check the activity of the stock market and pre.
vent excessive: speculation,

In July 1941 a tax war placed on the ryr.

tlus palwe (5) of shares quoted on the Sty
Exchange (Decree No. 647 of July 15, 1041,

w_ith progressive rates from 1o to 50 per cent,
As the system of assessment proved ineffective

in practice, owing to the Fict that, in order 7

evade the higher rates, sales were split up &
as to keep the surplus value within the limiy
on which the lowest rate was levied, shony
after (Decree No. 1014 of September 27, 1641}
the tax was transformed into a proportion!
one at the uniform rate of 20 per cent, and
extended also to shares not Guoted on the stock
exchange. This extension was made n::émq
by the shifting of stock exchangw transactigns

from shares quoted to those not quoted and -
by the. favoured situation in which the later -

found chemselves, o

¢ same Décree increased the gax on
gfctered itock transfers from 3 to 6 per thow
sand (6), while shares changing hands wer
further*hit by a 4 per cent trasicfer ‘rurtar on

the full price of cession, to he paid by the por- -
. chaser. (%) T

At the same fime as these transfer taxes,

one of the miost burdensome -measures

-~ adopted, which is still in force wday, namdy

the compulsory repistration of rhares fisned by
companies with their headquarters in ltaly (%)

ol

; 15} The Baw convidered a5 2 serplai valie the difless :

hetween the price 51 which the - sharey were wld and 2
feremce prive. desermined by various principles acooeding o the
perisal in cwhich b wransction ok place, s

60 The tramifer®ax, lxid down e Desree Mir o of
December 30, 133, applies: to -cereificates, benids amd thea,
btk pegivierid and besrer. 1t b pald yroarlf on the valee o -

the  securisics, om the basis of the averape quotsion for de =

previous year. . As from 1g4a thb faxowe fAeed o the 2]
rate of & per thuusand  both for regivcred Snil Bes west
{Decree Mo, yory of September 37, 1941).

(7} The coaversion Law. Mo, 146 of December 5, 1t
Imercaved this tax to 5 per eest; bt fasesd of on the pice of

cowion, this: wai ealelated oo the difference between thi i
and the mominal value of the seeurily.  Later, Decrer Mo ipt

of December 4, eggs foed the fax ap 4 per cret sain o
shares nat quotod on the sk exchampe; o be aloiid =
tise whole price of coaion, a1 it had born secn B the e
tracting parties :l._;!wﬂdrﬂ in evading by awribusing Fctirion
¥=1u:n§)u the securities.

{BY The eemmpaliory regiitration of shares had * existed Tr
creclit inatilates since March 1936 and wis inbresuond by B
Tanking Law which, howewer, grovided. for semin caepes!
of bearer shares, A Minlsterial Decree of Jusme 23, 1p48 &

¢ epedllen gl w
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Decree Mo, 1148 of October 25, 1941, fixed

the limit for registration at June 30, 1942 it
jded that unconverted shares would be de-
ired of all their rights, extended the coupan
tix o registered shares and issued a ban for-
blding companies to own shares in other com-

 panies 10 a value exceeding that of their own

ital, J

Although the object of this law was mainly
fiscal it tended also to restrict the share, mar-
ket, which: had gnly been slightly affected by
Fm-iuu; measures. e

Even this ncw attempt did not succeed in
modifying the upward trend of “quotations,

,k_lmgh it somewhat slowed down the rate of

increase, It was for this reason that in No-
vember 1042 (Decree No. 1316 of Novémber
:l.flgq.z} a new and more drastic meastire was

“udopted concernifg purchasers of shares: com-
- ghlsory inviestinent in @ special sevies of 3 per

eent Treaswry -Bonds of a sum equal to the
amount of shares purchased. In this manner,
the Purc!!m af :!l:.res l:n.-_i:;g_ connécted | Witlll
that of fixed interest hearing securities, the ad-
mantage of the investment made as a safeguard

_tgtinst currency devaluation was neutralised.
~ Further, within the framework of the pa-

icy tending to limit investments not corres-
ding to immediate war requirements, in

_ April 1942 (Decree No. 322 of April 7, 1042)

the mm'ilu]sinn to ask for prior Government

'pumis:ian for any issue exceeding one million -

Ere was extended to a date six months after

the cessation of hostilities (g) while the follow-*

ing month (Decree No. 520 of May 21, 1942}

newly formed companies were obliged to in-
i ¥ :

Eexdad this ml.npu'ln'mn itn the sinck «of companies having thesr
hedgarters in Haly, but circulaking abroad, and Decree 1750

ol Detober 2y, 942 extemdded it w0 companics having their
besdapsauters in’ Lybia, 4 R

i o

[ The Deerer of Fehruary 15, pogS; Na, o8, exsinded
the hlipasion unsll December 10, toph, bt ralsed fram 5 1o
1 million the limld beyosd which the Campanies were re-
ﬁ&m sply for the prescribed smborision, which had,
ver, 3 be applied for In 3y casc and foe amy amount
ﬁhh_gmﬁwiupﬁuﬁmem" mqwld an the
seek nﬁdngt. A fieter entension anl December L LT
wii iatroduced By-the Dreree of January 4, 1047 which provides,
“not apply for autfioric
illion lire,  The latest
L which ex.

Wﬂ ma, dhar o P““"
“#ea o amousts not cpceeding mm
Emmasre iy the Degree of February 3,

: i the afewesiid slligatian unll Dezcuber 30, 1

;
’

S
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vest in- 3 % Treasyry Bonds a sum equal to
20 per cent of the subscribed capital (1d),
Lastly, in order to safeguard national as-
sets against, the influence of foreign capital
(Decree No, Bog of July 24, 1942), not only the
frirchace of real estate and buriness concérms
by fﬂrffgq_.nﬁlr'ﬂmff but alia the m.ﬁ;rripﬁan
to and purehare of sharer in companies work-
ingin ltaly vequired prier authoritation from
the Government. . b :
Thus, the aim o direct all available mon-
ctary asscs—flowing on 1o the. stock market
towards State securities resulted in a more and
mare complicated and burdensome 11:3':1.-5& -
ture. The summarised list of the most import-
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~ ant measures adopted shows that the basic line

followed by the law-makers in their attempt to
restrict the activity of the Stock Exchange was
twofold. First, it aimed at reducing the yield
on shares, 5o as to weaken the incentive to
such investment. Secondly, it admed at mak-

{ ing the transfer of sccurities from onc bearer

to another less and less profitable in order to
check speculation. Nor should the various ob-
stacles be neglected” which hindered the flow
of capital to existing or newly-formed concerns
not connected with war requirements (see Ta-
ble I), which aimed at preventing an increase
in the volume of foating stock on the market.
.{io} Witk samewhat differem methods and percentages this
compmilsinn wai extended also m the capial iscreases of already

' {.Iiltinj nmnp:l.mm
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YELD OF THe PRucPAL snane

Crepse § nre 1 i r i H p
I mn ‘h I '-I“ﬂ AtOnS or 1n Eﬂu’“'lg !'rr.'at..

st er preference for public-funds,

i [ pemcewt o o Between 140, and the Girst half of 194,
1 __\.. i the index number for the principal share vol.
sl pifel o] b - ; 2k ues (calculated by the Economic Departmen;. -

NS T | o e Bankof Talyy was charactried by

= 1 | peneral upward swing, only interripted for
plabat \ S e e oot short periods by a faIF resulting from the ap.

i A T plication of the ‘measures we have discussed, - -

1t _W\m e LS - Obviously during those years the public

I A sought protection from the progressive depre.

(1

HARNARE.CL SN ESniN
ﬁ_ izdi i E«mm--—d-— kg |

Telation of the lira by investing in equities. A
logical “ explanation of this phenomenon can.
gt therefure be found in the currency factor, cor.
T : tainly not in the return on capital whicl, ow.
Although all these measiires resulted in a2 ing to the restrictive system applicd w divi.
lowering of the interest on shares and a reduct-  dends and to increased share quotations, wa
ion in the volume of transfers to a negligible  reduced to a lower level than had, ever been
figure, they did nit succeed in checking the in-  reached before {ree Chart hand Table e
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The economic significance of the' upward
trend i apparent, if one compares the develop-
ment of the index number for shares with that
for -wholesale prices (11} and circulation,

During the first months of 1943 the author-
sties themselves realised the expediency of al-
Jowing a revival of activity on the share far-

" ket. This change of direction ‘gave risé to a

certain - loosening “of the restrictive” measures,
the application of which had had the most
drastic efects, e ||
Diecree Mo. 235 of April 12, 1043 repealed
the ecompulsion to i.qmt in the special 3 per
cent Treasury Bonds, both when purchasing
shates and when .fun%g a joint stock com-
puny or increasing capital. The same Decree

-repealed the tax on the surplus value which was

embodied in the transfer suftax,  The larter

_ underwent a structural charige on this occasion;
‘instead of a standard rate on-the selling price,
“ the surtax was applied dt two different rates,

{11} The I-'L'I'H]!'.;' number for whaleale prices was cxloalated
ep-2a 154, only oo the bawis of efficial prices, wherems it wa

- welf Enewn |,!.|;|_|:. [reen the very I.r;ipnlnl uf the war, thege wni

¥ toniderable . difference betivern olficns] and  black-markier
i : ; ;
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{3} The index numbers, refer 1 the guotitions of the fead:
ing - sharesy Hsed &t the Milan sck-exchange (5 Rnancial
and injumamce, 5 textile, 5 minenal, metal, engineering, g elec:
wical ard kindred, § migar and chemical 3 real ‘e, § ather
securitien).  They are compiled by the Eeonsmie Degarement of
the Bank of luly. ; Gt

(b} Inclebve of the Bank of lnily neses, Sixie metes, and,
HneE 1943, Amedire, :

{c) Index numbers compiled by the Central Tnatinsic of Seatls-
tick.  Por the yedrs 1943-45 ‘the index pumbers are e '
anid have been mben from the Swaiinical Yearbooke ** Anmali di
Sotistica ', Berpes WIT, vol. 1, ‘P,':I.lg. e

Index pamber of ithe price of the dollar pote on the Milan
black marker, As the basis for the cilculation for 1938 it ha
been deemad advisshle b adope the economic:parity rather than
ihe official onc (i lie=1 §), which did not correspond 1o the
level af prices on the home macket in Trally and’ s the US.AL
The economic parity 1gaf (1363 lire=1 %) has been caloulaied

tis mmlln_{pﬂ:[rdwhhlhnﬁrhlpuinn(tpp.
Considering that ia 1539 the alficial paricy was ooy and that
in 2938 the whelesale peice isdex on the batis peg= oo wa
ively gr.of for ltaly and Ba.48 for the 105, the coefficiem

msuwﬂmw{ niotes of m}:‘ﬂ[f""\\

o+

. chasined Iy 1.5 w0 (Bt ngog riBseaafa
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bath on shares quoted on the stock exchange
and those not quoted, namely, 3 per cent on
the selling price up to the nominal value and
20 per cent on the portion exceeding this value,
For option rights and enjoyment shares there
- was only one rate, equal to 20 per cent of the
selling price, ;
The " eoupon tax " which had meanwhile
“been raised from 20 to 25 per cent was re-
duced ‘to 15 per cent in November 1943, the
‘Eompany being permitte: lace to their own
account a quota of 5§ pef cent, (12),

This trend towards a relieving of the mar- _,

ket was then checked by political and military
events and a fresh start could not be made
until the liberation of ltaly was completed.
Although only partly freed from the restrict-
ions, share quotations during the period from
April 1943 to December 1044 reacted promptly
to the growinginflation, encouraged by large
issues of paper mohey, and to the psychological
attitude of the people who were more eager
than ever to invest their money in real values.
By the end of 1944 the generakindex for shidres
~ on the'Milan Stock Exchange had risen to 1136
- as compared with 100 in December 1938,

3 - In January 1945 share quotations show-

. cd a sudden downward trend, which lasted for
the whole year and until' April 1946, (ree Chart
I, dnd Table NI .
" When the whole of Italy was united again
{April 1945}, the monctary Factor, which had
0 far determined the trend of the market, be-

came a secondary factof and new- factors came

into action. The neeessity f reviving product-
~ ion, replenishing depleted stocks and.repairing
war damage, caused 2-number of businesses to

start slling the shares in which they had pre-

viously invested part of their circulating capital
~ with the aim of avoiding the consequences of
- depreciation. Further, rumours concerning the

- nationalisation of businesses, th::r with the
difficultics besetting a smisf::'EZ revival of
w materials’

production, such as shortage of
and fuel, inadequate transport, obstacles T for-
eign trade, etc., caused the public to lose inter-
est in this type of investment. '

To the above reasons sheuld be added the

_ {12} With Decres Mo, 3y af Oeoeber P by the raic
was meduced to 10 er cent,

a

ik
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- er restrictions that had been in force since the

- share investments were also reduced. So

- practice, eocluced the mdvantape enmuing from the

economic changes that were an indirect conse
quence of the war, such as the shifting of
wealth and the redistribution of income 1 the
advantage of social classes traditionally pive
to hoarding bank-notes and quite unfamiliy
with equities :
. These are the fundamental causes of the
depression which lasted over sixteen monthy
and ‘which brought the index for share yvalyy
down to a fevel that hardly seemed to be jusi
fied even by the negative aspects of the sins.
tioii. With the exception Df}: temparary baly
in October and November 1945, following the
return, to future delivery transaciions, on the
Milan stock exchange quotations showed 3
continuous downward trend, although the rane
fer surtax had meanwhile been reduced from
25 to 3 per cent (Decree Nu. 301 of May 25,
1945} In fact, the general index number, which
had reached the level of 1136 1M Decembyr
1944, dropped-to Bor in June, to 588 in Decem.
ber 1045 and to 416 in April 1946, despite the
fact that at that date the volume of note-cirenl
ation had reachied a total almost 18 times the
1938 level and wholesale prices had reached 3
still higher luvel (ree Chare I, .-
Under the pressure of circumstinces the
Government issued some Decrees revoking oth

war and aiming to give back to the stock e
changes a greater frecdom of action: ta

cree Mo, 403 of May 14, 1045 repealed the
" coupon tax ", Decree No. 420 of May 14
1646 repealed the transfer surtax and Deeree

- No. 407 of May 17, 1046 cancelled the restrici
_ions connected with the distributi GEI%\

dends by companies (13), while as from
nuary 1, 1946 the fransfer @x was reduced b
3 per thousand for registered stock only,
But what wis really of outstanding impor: ™
ance, in the state of depression of the market,
was Decree No. 436 of May 27, 1946 allowing
the application of the coefficients for monctary
adjustment to the amortization quotas and the

transfer to capital of credit balances deriving  §

from the revaluation of assets.

(14} Wik regasd " profies, hawever, the estrambas]
progrestive px bpessd in pgay mlhﬂhimﬂ'i-:'

the above. revrictions,

T R i T

f oo up imenh
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4 - The progressive depreciation of the lira
' from 1930 onwiard had resulfed in the asseps
forming the fixed capital of the companies
being sct down for-nominal values no loniger
in accord with their sctual values. Narurally,
the farther back was: the time of their being
written down on the balance-sheet, the greater
“was the incongruity, i
The most serioes drawbiack of this. situa.

~ tion was that amortization quotas, calculated

on the basis of the old purchasing power of the
lira,weighed less and less in determininig pro-
duetion costs. Costs on paper being therefore
lower than actual costs, fictitions profits were
made and consequently dividends were dis-

- tributed that were actually part of capital. As

;:E:n:h'm.mﬁun, the cencerns administered as

“ompanies—which are taxed in Italy on the:
- returns of their balance shects—had to pay

tiwes on income that in reality was not such.
- All this thrdws light on the need for & re-
. wision of balance-sheet values; a common mon.
ehary denomination should be found to values
previously measured in lire of different pur-
* chasing power, P i
Capital revaluation through monctary ad-
justment was not a new problem in Italy inas-
much as measures to this effect (Decree No. 163

~ of February 4, %g37) had already been taken

as a result of the lira alignment of October
lgjﬁ.--‘l'ﬁ::
raulting from the ratio between the gold par-
ity fixed for the Ttalian lira by the stabilisation
law of December 1927 (mmg, 7.9¥9113) and.
that laid down by the law of October 1936

(mmg. 4.677), was allowed in arder to obtain,
amore adequate determination of amortization.

quatas; at the same time it was explicitly for-
hidden to distribute revaluation balances to

ers or to use them to increase capi-
tal (14). Morcover; these balances could not

Ag) A partial derogation from i Fﬂduii'ﬂ;l._

speriad iy on the eapital of jointnck companbes wai lxid
dews, i3 seder b Bacllitate payment. (Deeres Na, 1720 of Octo.
ber g, 1aas). Palances reaulting from revalustion could be dis.

sl 1o shareholders im he form of an bsue of froc ahares
“ B¢ a posing valee not excesding doehle the amoabe of the
% due or comld be used w0 rreonsiiute: capital that had de.

Mhied Between 1931 and 1535 Thie permisian, however,  eular

B pendignzal G the simelapeous dwe of share m be
amount equal o half the shares i

S e Y

application of cocfficient 1.6032,

be calculated as. part of the icwrvcs_ either, in

.order to obtain exemption from the fax ‘on dis

tributed profits, .

On that occasion the problem of the reval.
uation of capital assets was not really urgent,
since the radual and not very marked depre
ciation F the lira had already effected a partial
adjustment of values to the new monetary base,
The ban on the transfer of balances to cipital
was more in the nature of a prudential measture
enabling concerns. to. take advantage of this
favourable situdtion to strengthen their assets
or to mah-'up"ﬁl;:.the losses ssuffered during
the period of depression that started in 1920,
The measures aimed at limiting the distribution
of profits, which were already in force, wére
inspired by the same principle, :

As a result of the striking depreciation of
the lira during and -after World War IL, reval-

"

uation through monetary adjustmerit has assum.

ed far greater importance than in 1936,
Although only of a temporary nature, the
first measure adopted in this regard (Decree
No. 436 of May 27, 1946) regulated the prob-
lem in its twofold fiscal and. financial aspect.
With the repeal of provisions contained in the
Decree of February 4, 1937, it became possible

1o use credit balances resulting from revalua.

tion to cover losses or for write-ups of capital.
In the latter case, however, the companics must
at the same time undertake to increase their re-
serves in the same pragortion as already exist-
ed between capital rescrves,  The use of

these Balinces was exempt from income tax

and other contributions.

With regard to the extent to which this re-
valuation might take place, the Decree provid-
ed that the values still appearing on the balance-
sheet, and entered between 1928 and 1936

. should first be multiplied by the abovemen-

B |

tioned coefficiént of 1.6932 (15) and the values

thus obtained—as well as for new assets entered

on the balance-shect between 1937 and 38—
should be multiplied by 5. For assets acquired
{15} .ﬁmd.i.u"l_.u-.ﬂ:r termas Il denen; in MEnisterial Cir.

balince:shees before 1y37, revalustion is obtained by sppiving
to.ahe comts caleulatod i gold lire, hist the encfcicnt of an.

bilisation 36660 and then the enefficlcat ol adpitment 16032,

3320 of Movember 28, 148, for walues entered in the
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*' ;::;: :;ilﬁt;dl::criml the following cocfficients have

for capital invested in 1939 qng

i ] b3 n L1l 191“ 3?5
:l:l‘ o : B 1[.41 : 3*1-5
n : H o a ] :913 1:50
] » Fu-"n 1044 .25

The same coefficients were naturally consid.

- ered for calculating amortization quma{ which

as from 1944, could be deducted from gross in-

come in order to determine both the income tax
and the tax on excess war profits,

'1 : ;

5 - As a restlf of the combined effece of
thr,fr_ concessions, in May rgg6—after. a long
period of depression—the share'market resumed
its upward trend and 2 process of adjustnfént
started which was logically justified by the
.general  cconomic - situation.  This upward
trend, which lasted practically uninterruptediy
for 4 months, reached its highest point jn

Bamén Marionale del Lavaro

"’*hg““. 15_:4'6, The general index number for
thf: principal shares rose from 413 to 105
with a total increase of 144 per cent, .

This recovery, however, has to be cond

ered ip connection with the monetary [acto,
The rise in share quotations concided in faq
£ {{u f_:ﬁ.ur.: I and: Table 1D, with the expan-
sion in the volume of currency in circulagiog
and with a further drop' in the purchasing
pow;rﬁ{ Ihr: lira, shown by the ris iy
domestic prices and the exchange rates for
hard currencies.  The alarm caused by this
state of affairs manifest=d itself by the floy
of considerable cash assets to: Ui stock e

change where, however, they did not find an

adequate counterpart in shares on thie market
Speci umstances influciced the public and
the trend of speculation, which centred mainly
ont shares that were expected to atiain a big
difference in piice. A “typical nstance wa
the textile industey : foreign trade on a private
basis having been resumed and large exports
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ot extrémely :av&ntngbdus p:ines.\ being antici- .=cti~|:rm, whereas during the preceding period of
January-April 1946, it had amounted to barely

pated, textile shares soon became the most po-
pular investment.  In this period textile share
quatations showed the biggest increase (172 55),
followed closcly by financial and insurance

 thares (166 57), while shargs in the mining and /

heavy industries (107 9,), the chemical sector
{1153} and the real estate sector (108 % )—
owing to rent control and the prohibitive cost
of new buildings—appeared to be neglected.
_ The importance of this trend i3 also proved

atlated on the basis of the prices of compen-
- sation, amounted to an average of about 3,710

626 million lire,
turnover.

equal to 49 %, of the total

During the four months m;rmbcing consid-
ered, the upward trend of quotations and the

volume of dealings were highest in the months .

of July and August, especially when some
mtﬁf:nics announcéd—in compliance with the
facu

¥

—that they

granted by Decree 436 of May 27, 1946
wolld shortly revalue their assets,

the of shares negotiated. (see. Ta-  which further stimulated speculation,
Bl n'qhil:h. the period May-August 1946, «  Towards the end of August 1946 the mar-
dearly showed the greater ifterest in equities ket began to show signs of weakening owing
10 the detriment of State itics and bonds.  to the precariousness of certain positions, main-
In fact the vol of equities ndgotiated . ly subsidised by bank loans and developed over-
manthly in all the Italian stock exchanges, cal-  hastily during this period of boom. The down-

ward trend thiit ensued, for which there seem-
) ed at first to be a technical explanation, turned
- million lire and formed 85 per centof all trans- ~ out instead to be the direct consequence of the
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unexpected measure placing a special tax on
capital increases for monetary revaluation and

compelling business conterns to revise their ex-
pansion programmes, in preparation or already

* * determined.

The Decree published towards the middle

of September (No. 241 of September 13, 1946)

laid down that revaluation balances transferred
to capital were subject to a levy of 25 per cent

- payable to_the State. ‘This payment could be

- mute for Industrial Reconstroctio

; " made in cash or could take the form of free

shares registered in the name of .I_.?Insﬁ-
responding nominal value.  In the lattercase,
however, the shares could be zdeemed at the
end of one year on payment of the nominal
value plus the annual interest of 5 per cent. It
should, however, bé pointed out that the tax

only affected balanices ruul&n% fiom the ap-

plication of the revaluation ients provid-

ed for in the Decree of May 27, 1046 (16), while

(1) Unlike Docrre Mo, 153 of Eebrusey 'y, 1547, Decree
Mixo g1 of Seprember 13, tggf, provided for the lacludon of

of the progresiive ux on dividends, peovided’ 3 wum

Eft_hhﬂm in tbe reserve funds taken s bay for the cal.

; it !

X i e

for a cor-

thase corresponding to revaluation as 1 conge.

quence of the monetary adjustment of 1g
were explicitly exempt. The Decree applied 1

transfers taking place after August 30, 1945,

while for ‘those which had been decided by
not yet effected by that date, the company v

! allowed to revoke the decision,

The intervention of the Government ata
moment when quotations were in proces of

readjustment, which from eertain aspects way

very desirable; must be considered in the light
of the situation of the public ‘fnances and of
the recourse to the moncy markes which the

Treasury had ‘anticipated "within a short time
with the issue of a loan (the so-called Recon.

structiof Loarf of November-December, 1946).
As the transactién was planned to supply 2
large flow of new money at a lower rate of
interest than other State securities (35% in
stead of 5 97), obviously the object of the new

tax was to lessen the attraction of shares fir
- available liquid funds. ! g
 In the two months that followed {Septem.

ber and October 1946) the share market sias

- distinctly weak and the business turnover great

ly reduced as a result of the prudent atimde
assumed by professional ch:amrs and the sh
stention. of the general: publ

liness was to be noted, however, in the Puhﬂ_i:

funds sector and particularly i that af s

itics which could be converted into the new
loan. i

racteristics from the July-August period, started
carly in November. The trend of quotations
in the various sectors showed that this time

~ more logical and sounder principles were fol
lowed by operators, who selected investments i

not only with regard to factors of a generl
nature, but also with regard to the finandal

. situation af the various concerns and their pro-
ductive possibilitics. To this contributed also -
the infleence of capital increases decided on by
_companics, which so far. had been insp
-calitions

ired by
inciples in their administration anil .
were still able to use their credit balances from
the 1936 revaluation which were exempt from

Saie, If&m&hﬁmw:hﬁnmm&uﬁﬁm-
- funds m capital, shen they were subijcet to 2 further o of 10

P

t0 15 per cent of ihess balanee was handed over o the
. : : ; :

wm»:rumi#gpﬂwm@&ﬂr

ie. A ecertain five

A new period of revival, with different chs

. ought it advi

Adpects and Problems of the ]ul;.u:; S, L;I':rkn.‘ R 43t

the new 35 % tax. In this atmosphere, even
the sensation of heavipess caused by subscrijt-

‘jans to the Reconstruction Loan was lighténed
by the expectation: that, once the Treasury

tansaction  was  concluded, ~available money
would ence more flow to the share markbt. in
large Quantitics, T

S0 1946 closed with effervescent markets
and both the index number for quotations and

- that for the volume of transactions reached

aew maximum levels, e the end of Decem-
ber the general index numbér for shares was
1354 While the business turnover during the
month had reached a leve] of almost 7,400 mil-
lion lire. 9 o

. - The year 1947 was characterised by two
maﬁnct and contrasting phases with larger

tions than the Talian stock exchanges .

had ever known before: a rapid and uninter-
mpted rise from January to May and a fall,
sometimes swift and tometimes slow but prac-

sially uninterrupted, from May tb December.

After g _perind of uncertainty, reflecting
mainly Factors connected with dutrr:lmﬁc policy
wd the lively and continuous discussion of
poblems such as the nationalisation of indus-
mct and the forced currency conversion, dur-
ing: the sccond half of February the stock ex-
cunges showed a marked tendency to improve,
anf each month the differences in quotations
grw more marked. The widespread pessi-
mim regarding the State financial sitaation
Bad brought the money factor back into the
feeground, accentuating the intervention of

- mﬁm. Not even the publication of the-

concerning the extraordinary capital
lery had any effect on this tendency; on the
tatrary, on the hasis of the mechanism of this
it (17) regarding shares, the reaction was an.

mensification of the process already under way,

 Faced by this situation, the Government

vibout considering Eﬂ price of type of sharc.
evy

W}m teat l-tf'l}‘!l; pubulhd =t thet rimse o§picen-
faed the valuation of thires b the batic of the svessge of
epesastion prices. during. the six monthy freen October 1946
!.“_ﬁmf-ﬂlhﬂlhm walise over and M:M|
=i vlue would be evempe from @atan,  Sesp B, Go-
e, Theee Fermi of Capital Lesy dn Piely, in this Review,
&W-P' 149

 disequilibrium in in
_ fixed and working capital, inasmuch as the
" latter had been reduced in value by the depre-
~ ciation of the lira during its enforced conver-

i ..-'-'.-"“"--r : +
by again”applying: the transfer surtax (Decree
No. 154 of April 1, 1947) on exchanges at the

rate of 4 per cent, half of which to be paid by-
the buyer. But even this measure, adopted in-

an atmosphere of irresponsibility, «id not ar-
tain .its end. Onjthe contrary, after a short

pause, quotations reec 1o still higher levels,

pushed up by the everincreasing number . of

. occasional operators, who brought on Tt
- market large amounts of new money in searcl
of safety, and by speculation which availed it-

self also of bank loans, (18)

Thus, the ferment of ?uu!atium ended-by
capital, a problem’

facilitating the increases o
which, together with the directives inspiring
Government action, dominatgd the Ialiaf mar-
ket during the whole year, : :

% Itis unnecessary to stress the urgency and
vastness of this problem which affected many
sides of the economic life of ltalian business
(the replenishing of depleted stocks; repairs to
plant and buildings damaged by the war or
their replacement or conversion to morg up-to-

date and cheaper systems of work), at a mo- -

ment when the Italian #conomy had good pros-

pects of reéntering world _markets, Among
need to remedy the

other things, there w
1al concerns between

sion in a predominantly monetary form, It is

obvious that, in these circumstances, business

turned to the capital market to obtain funds,
by issuing shares that were not a fixed burden

“fepayable on A certain date as were the loans

obtained from the banks. For this purpose,
too, the flow of new.money was stimuii_m:d,

adding to the issuc of shares on payment the

free distribution of shares that resulted from
the balances from monetary revaluation hav-

- ing been transferred to capial. Concerns were
to check purchases made:

not lacking, however, which not being in such
urgent need of funds, increased their eapital
exclutively by means of revaluation transace

~ ions, naturally kept within the limits that did

{18} Lieniting eur rematks o contangoes effocted by banks,
their yolume rose from 1o, bllian lirc @1 the end of Sep-
rember 1645 16 365 bllion 44 the end of December g
biflion @t the end of March 1947 and 53,7 illion at the end
of Jume g7, ' -

e
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not fall under the 25 per cent tax. It was, in-
deed, in the March-April period that cimja-
nies attained the highest capital inereases, both
through the issue of shares on payment and
through the

distribution. of free shares (e
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 tations, satisfactory though it,
standpoint of company fimancin

But the fermentation of stock exchange quo-
¢ Frane the
spread the

boom psychology also to other sectors, such as

wholesale and retail
cies (see Table III).

prices and foreign curren-

Towards the end of April, the fear of

further measures (increase of the transfer sur-

- tax and suspension of transactions ! far the ac-
count ) intensificd the rush of purchases,

even in' sectors 30 far neglected.  Fed by an
ever increasing flow of money and having last

s
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all avtempt at selectivity, the market recornded
the ;ru;l's m.;rimum prices early in May,
t the end of M; i

e 1y the general index nym
sifice the beginning of the year, The ji
points were reached by textiles (8101) and red
estate (at24). . The heavy industries and ehe
nlll:‘.::ll sectors—which were previously the Juu.-..
active—recorded 249 and a5 L‘;:])Erﬁi'q[r
index numbers which, though they were g
lower than the genéral index numl):m had i
creased propartionately more during the perind
.-n‘::muldcmtjun (224 %, and 148 973,

The twtal volume of share transactions B
IIt:ﬂiiﬂ.ru stock exchanges had reached its hi
evel in Aprl with 1.3 billion® lire, 10 whch
both the actual volume pf cn!mngu'ﬂﬂzﬁ

quotation contributed (15). In May, the mal

transictions pnly amounted to 82 hillion lire,
L and large offers having occurred on the
stock exchange after May. 1oth, Though they

were: easily -absorbed at first, things soon be

came maore difficult a3 operatdrs grew more
prudent in view of the technical conditions of

 the market.  With the solution of the Govern

- ment crisis, the slight slugpishness of duntations
took the foriiz of a definite downward trend.

- *The formation of the new Goyernment and

the financial directives contained in iis prog
ramme consolidated the development of the
,.neww [:iuha:: (o) . ' ;
ith the exception of a slight fecovery i
July and August, for the rest a‘igt'htI:llx:.:mwI d

_even longer the stock cxchange recorded 3

progressive fall in share quotations; from jue
at the end of May, the general index number

dropped to 2681 in June, 2185 in September,

ug?.i{pfc_mg_lggr and 1088 in February i
The trend of the index number shows clea
ly the great contrast between the first four

months of 1947 and the ensuing period and the

Ag) In onder o messure the weight of the ws yarisbie
{quantity and price] resdess are releired to the accurste itudy
by Prof Bsthi on the monshly furnoves of fialisn soock o
changes (publishel in the "' Ramegms dril drrocissione Bir- -
reria fralioms "'} which he calculaies by means of tan s of

: |M=3|mbqu termed " index of quastisy ' and 7 index of

0 D) A e this ph e A
il ﬂdlm:_n:un B;Emhnﬂumbrl.m

Folicy, in this Review, Jamary
1548, p. gl e

showing a 130 per cent increse

Mapecin ainf Biadileans af

ssdden transition from one to the other. There
wat a suiliden contraction in that unusual liqui-
day af the' financial mirket in part resulting

the participation of new investors not
e v ft: touch with the stock exchange.
This contraction may be attributed 1o the chan-

.ﬁiiﬂ the economic atmosphere resulting from

large drain on monctary _availabilities ¢f-
feeted by business concerns, both throughy the
ine of new shares and through recourse to
hank loans, - Business concerns had drawn Ialr-
gely on. these sources in wrder to carr out their
corammies which found an incentive in the .
carizant increase in pricesi which, in its turn,
matk it possible to meet the growing costs of

Bt as the financial requirements of these
| rs far exceeded the quantity of the

_peflyformed savings, as spon as the banks

_which were rapidly reaching the limits laid
down by tradition and prudence concerning
the ratin between deposits and investments —
fint on their own initiative and later in com-
pliance with Government measures, started to
be more cautious in-granting loans, businesscs

to find thtmsclves in difficultics,  In
these circurgstances, they. attempted to mect
their requirements cither by selling part of
their stocks, by disinvestment of shares they
beld or by éinwl_nglduwn the rate of production;

- this-latter measure, however, was npt accom-

panied by an adequate reduction in general

costs, somte of them being especially rigid (ban

on dismissals and system of calculating wa-

g). Other circumstances, such as the greatep
auailability of imported products, helped to de-
termine a teversal of the boom and a down-
ward trend of prices which, in other ways,
created new difficulties, R
- All this induced the business concerns most
in need to hive recourse to the financial mar-
ket, not so much to reconstitute the clements
of their fixed capital, as to supply themselves
with the neccssary funds for running expenses,
The effect of this was that the mere announce:
ment of new

.iﬂq:llma'tium. Fo :

ues was followed by a stll

i er fall in. the imculuidi the concérns
aking the ann t 4~ a fall, which,
for obvious ogical .Mn::d

the Julian !'-d-!-r.k Market { 2oty
2. < In reply to the réquests made’by finan
cial circles, wishing to check the downward
tendency of the stock exchanges and tone them
up, for a complete repeal of the war-time legis-
lation- still in force {repeal of the transfer sur-
tax and compulsory registration of shares, of
the ban on investment of foreign capital, and .
of the progressive tax on dividends), the Gov-
ernment reduced the transfer surfan-from four
to one per cent ang began to study provisions
for the revalition ofseapital for monetary ad. -
justment and the investment of foreign capital
in Iualy, . : “dl
It was only in February 1948 (Decrec:
Mo, 49 of February 14, rg4f) that new regula.
tions were published concerning this revalua
tion. After repealing the extraordinary a5 per
cent tax contained in the Decree of September
1946, the new Decree provides that, as from
1047, the amortization quotas, which niay be
deducted for the purposes of assessing the in
corme tax, is to be estimated by applying the co-
efficienfs established in May 1 multiplied
by 3.60. The cocfficient for capital invested ir
1045 has also been set at 3.60 Maximum limits
have therefore been fixed. within which reval-
uation may take place, but this does npt mean
that the limits must always be reached, since -
it is necessary to€onsider the type of asets
forming the capital, their productive capacity
and the prospeet of r effective economic
utilisation in the busiffess. The Directors and
- the Auditors must submit reports on these mat-
" ters to the sharcholders’ meeting which then
determines the extent of the increase and the
principles and cocfficients adopted for the va-
rious sources of income. :
Another aspect, no less interesting, of the
s present lack of liquid assets in business, is in
~ the fnancial sphere proper. The Decree lays
it down that the credit balances resulting from
the application of the 3.60 coefficient miy be
used to increase capital. But this provision is
restricted by detailed regulations® concerning
the extent and the method by which these ba-
lances may be used. To begin with, the reval-
uation fund may only be used up to a max- -
imum of two-thirds for this purpose; should
. this figure exceed the total amount of paid-
up capital and reserves, then the amount
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which may be added to capital is limited

to a sum equal to the paidup capital and

resErves,
Further, if revaluation funds are 1o be trans
ferred to capital, the company must ar the
fame time approve an issye of new shares on

- payment or of bonde €onvertible into shares
for the same a L. Since this condition is

 likely to stimuldic the Aow of new capital in”
addition to the increase " on paper *' resulting

. from the revaluation, the Dercree states that, if
the whole issue of shared or bonds is not taken
ups the sum to be transferted to capital must
be rehiced o the lesser amount for which
shares and bopds have actually been under-
written, (21) & _

Obviously these conditions refer to credit ba-
lances arising from the aprli-::tinu of the new
3.00 cocfhicient, whereas balances resulting from

. the application of the cocfficients provided in
the Deeree of May 1946 (including the credit

 balances arising from the monetary alignment
in 1936) may be freely used. -

. Another important condition, contained in
the Diecre¢ under consideration, concerns the
mamner in which, until further provision. is
made, the credit balance deriving from reval-
uation is to bé divided among the sharcholders.
First, there is to be an increase in the nominal
value of the shares already in circulation and
not an issue of new shares; tecondly, the shares

- whose nominal value has been increased may

not be divided for a-period of ene year from

{21} Same articles publisbnd by the newspaper ** 11 Sale "’
on Pebroary 1o and a6, 1048, pointed o By thE sinderaric
ing of sharey is 2 comract betwesn the wharchalder and the

o company, in wirtue of which the aharchelder undertakes ta

o Pay over 3 eoriain sum %o the company, bus that she laws at

present in foece anly by down that o4 [cag thros-eniin of the
totnl amount mist be paid 5t the moment n{]ﬂ,lmiﬁng amd
thit the payment of the remainder may h'pmpn-ul. The
conclubon may therelore be drawn that the winaber 08 credic
balinces 15 edpital calls fne the paymicnt of anly thrtc-tenths of
:hc:mm:u[mhhmsuudf&;hwrpm._ This is mot
80 when bonds are imuel, a0 the Civil Code statey cxplicitly in
this ease that the whale sum s be paid ar the momear of !
‘undirwriting. i
Fenher, ihe proviticn eonsained in article 2448 of the Civil

TE suthdrising the teduction of capital by releasing share.

EBolders from the duly of making. conaribstivns they siill awe,
slfardi anather loophede which might resslt fn undermining the
elfdency af he peovision in guestion, snee the company might
weell limat the cush paysient 1 be made by the new underweiien
10 thieedcniis of the par vabue of the shire and then later
dﬂfd-r om 2 redpetlon of apial, ; ; i

_,-";'P’ i - i . .. : : o

Mawia Manionsle del Lavaro

the date of the decision to transfer eredit o
lances to capital, R

With regard to the Decree of Septembe .
1946, the extraordinity 25 per cent tax (22) j
replaced in the new measure by a 4 per cent
stamp duty to be paid within six months frop -
the effective date of the decres approving the
resolution to increase capital.  Needless o gy
no tax is die on the mere revaluation of oy,
ces of income and their entry on the debiy side
of the balance-sheet as a counterpart 1o (he
credits. ' : :

In order to sum up the present possibilitia
for an inciease of capital through revaluation
for monetary adjustment, we hafe set outin
Table V11 the various coefficients contained in
the different measures adopted on this subjec,

Fouk types,of revaluation are possible, as 2
result of: : :

1) the monctary stabilisation of Decem.
ber an-19297; : e
2) the monetary alignment of October 5, -

. Ig36, .

3) Decree No. 436 of April 27, 1946;
 4) Decree No. 49 of February 14, it
They are effected respectively by applying:
a) the coefficient of 3.6661 to values en-
tered on the balance-sheet up to December 21,
1927 (see column 2 of Table VI to cxpres
them in stabilised rgay lire; -~  °
#) the cosfficient of 1.6932 to values T,
valued as above and to those entered ex nova
between December a1, 1927 and October 5,

1936 (see columin 3 of Table VH) to convett ™

them into " aligned " 1936 lire;

¢) the coefficient of 5 and the other e
cfficients shown in column 4 to capital reval
ued as in (b) and entered on the balance sheet
in 19371938 or between 1939 and 1944 respect
ively; g S

) the coefficient of 3.60 to values reval

ued as in (c) or entered on the balanceshest

in o435

L (22} For companies which had slready pisd the 25 per ot

tax when increasing their capinl from credit balineos, e
#mouant paid an thit acoount will be considersd a5 an adwnr
payment of the extraerdinary. proportional tax impowed by
Decror Mo, 11yt of Ocmber 110 1ng7, i .
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In Setual fact, the operation of revaluation,

according to the repulations at present in force,

calls for the application of a sericy of different .

eoefficients accordin i
the various sources n% income first became part
of the company’s capital. For instance, to re-
value an item entered on the balance-sheet be-
tween 1gi3 and December 21, 1927, and still

to the period in which

expressed in lire of that time, one must first

multiply its~value by 3.6661, then by 1.6932,
pY ¥ ':Il:l;y}g. .n:m:l;,rbg] a abtal
eoefficient of 111.533. The fatter results from
column 6 of Table VII, in which*‘ﬁi!‘mg:ill‘mm
wtal coefficients at present applicable are given
for cach year. ~ :

- Let us take the case of a company having

ient of stabiliation 36660 and then the

it

an item of 1 lira on the credit side of its balan-
cesheet in 1915 and study its jncreases after
each revalution, as well as the ensuing credit
balances .

: Taser Vil
i : Arseunt ': i ] 7 .
Revaluation :;:;ﬂmmt af lﬂrﬂnnq Revalisation!
i . 1a i
provisiont . - _rznr_al- reval .nlpltl! balence
uabsen
I a m!m f=2w 3| $ad—2
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1o the actual de

w3

Caonsequently, should the company decide
Ctoorevalue this item o the maximum extent
stted, the amount 1o be entered on the
‘halance-sheet will be 1ife™511.733, while the
total credit bilince dbriving therefrom  will

credit balances are not all subject to the same
. treatment. - In fact, the balances of 2.666r,
25413 and 238206 may-be entirely transferred
to capital, prubidrd the legal reserve is propor-
tionatgly increased so as 1o maintain the same
ratio between reserve and capital as prior to the
revaluation. balance of Bo.fghz, however,
may only be bsed for an increase of capital
up to a maximum of two-thirds and, in any
casc, 10 a sum not exceeding the amount of
paid-up capital and reserves resulting from the
 balance-sheet after revaluation. In addition to
 the proportionate increase of the reserves, this
latter transfer is also subject to the approval at
the sanfe time of a Further increase in capital
* obtained by issuing against payment shares o-
bonds convertible into shares for an amoun:
- equal to that of the credit balances used, (Com-
panies not wishing to fulfil these conditions,
will have to limit themselves 1o revaluing on

the basis of the cocflicients in column 7 of

Table VI, -« :
Lastly, all tapital increases resulting from
the utilisation of any of the above-mentioned

“ be r0.733. Butfas his been scen the various =

eredit balances must be made, as from Febfua- .

ry 21, 1948 (date of the coming into effect of
Detree of February 14, 1948) and untll further
provision is made, by increasing the nominal

- value of the shares already in circulation and

not by distributing new shares, -

Banca Marlonale del Lavore

With regard to the first paint, it should pe
noted that both in the Decree of May 1946 and
in that of Feb_rt'mry 1048, the coefficient of
valuation swas caleulated in relation i the de.
reciation of the lira in term of the officig
ira-dollar rite of exchange in force at the fime
when' they were published (100 and 350 lire
to 1 dollar respectively). Quiite apart from the
fact' that sinée the new legislation on exchanpe
rates, dating back to Novzmber 1947, firs
came into effect the dollar exchange has e
uated around 575 lire—a quotation which o
mes nearer to reflecting the extent of the &
valuation of the lira in terms of foreign cur
rency—ft shoild be remembered that even the
dollar, Ll_!_ullghlif has. proved to be one of the
steadiest currencies during the last ten yers,
has suffered & depreciation of abant so per cent
betweeri 1938 and 1947. -As the revaluation
amed at eliminating the drawback of insuf.

- cient amortisation quotas resulting in illusory

profits, the critics maintaneg that it would haye
been better to refer the coefficients 1o domies
tic prices, that i to say, to the prices which will
have to be paid for commodities when restock.
ing become necessary, Consequently, the coel.
ficient applicable to sources. of income entered
on the balance-shicet before the war (1933 and

- 1938), which is now 18 (5 x 3.60), shomld haits,

been fixed at 50} or. at least at 3o, if the achal
depreciation of the lira, as showm in the fin-
dollar exchange rate now operating in fordgn -~
trade, is taken into account, :

With regard to the financial aspect and the

_ strict conditions laid down for the transfer of

8 - As mentioned at the Imé-tnuing of. this .

article, the principles of prudence which ins-
pired the law-makers live been extensively

discussed in public. Criticism  concentrated

mainly on the provisions inteiided to solve the

-, fiscal and particularly the financial aspect of
the problem. Accordin : .

to the critics; the
latter remains unsolved, histly because the co-
efficicnts of revaluation are not proportionate
iation of the lira and, se-
condly, because the regulations conditioning the
trinsfer of revaluation balances to capital do
tause a flow of ]iqubd'amjacu to the companies.
| N & e

g

S

‘be red even for companics
nedm}f

revaluation balances to capital, the critics asked

the fﬂllnwj.hg questions :
~— Why limit to a part only of these balances
the advantage of appearing on the balance
a5 real assets P :
— Why should an increase of capital (through
the issue of securities or of shares on payment)
i ies that have mo.
r it, especially when the stock-market
conditions are such that a new issue is bound
to cause a weakening of quotations ?

O ¢ . — Lastly why not allow the distribution of .'
not create an incentive sufficiently strong to .

the division
revilued, since

new shares without payment
of old shares which have
e

_of the extraordinary tax on dividends, ther

=

."l.l||u-.|l| amal Prbferen of he Tiallan ':;II';'H‘:_II;.I.I " ; _ 3;-?

s would encourage people with small ;sav-
. ings to invest them ‘in these businesses 7 -

An answer to.these questions can perhaps
be seen in the Treasury's constant endeavour
to avoid an.increase in the pressure of private
demand on the ftalian financial market, which
woitld compel it to burden the Bank of lssue
with the whole weight of its réq;fln:mrms.

Following the publication of the Decree an
ievaluation, which also‘provides for the rr:gcal

G
was a still further weakening of quotations and

st the end of February 1048 the lowest level
" jince December 1046 was reached.  In fairness,
- however, it must be admitted that the political

sation preceding the elections (April 18) also

 contributed to this situation, In.any case, this

decree was published too recently for any de-
finite_opinion to be expreséed concerning its
‘possible consequences. ;

o Tk :':amr.ﬁmy be said with regard. to

the new repnlations, so long dwailed, concern-
ing the investm=nt of foreign capital in Italian
- fusinest, - :

After repealing the Decree of [uly 24, 1942,

- wader which the investment of foreign capital

_in Ialian business had to be anthorised by the

‘Gosernment, the new Decree (No, 2i1 aof

March 2, 1948) states’ that foreigners who
prose that they have invested capital in Italy
after the entry into effect of this decree, ceding
enrreficy, freely wtilisable for payments abroad

' ek

4

fothe ltalian Exchange Office, may transfer
abroad ihe income, fnterert and profite there-
of, within the Hmite of a maximim of 1%,
more than the annual legal rate of interest [
present 50 ). Aleo the capital deriving from

a later divinvestonent may be traniférred abroad,
limited to the amount of the foreign carrency
originally imported and always provided the
trander i requested ot less than two yeurs
after the date of invertment and for an amannt
not exceeding 50 per cent for every twn year
period (23). As a matter of face, these regula-
tions are very much the same as those publish-
#ed in December 1937 (Decree. No. 2375 of De- -
cember 6, 1937) which remiained in force up -
to December 31, foq0. () °

. This decree, while safeguarding our cur-

« rency position, is-a further sicp wwards that

international - Ananeial tﬂﬁpr;rql:i.mi wl_lirh it
gradually moving from the public to the pri-
vate plane, and which will benefit not only
Ttaly's important labour resources but also such
foreign capitalists as have confidence in Italy's .
cconomic recovery. .

{21) Liveree Mo, -;:ru of .H'uru.':’)?. PP 1] ruul:.l:.i i pars
sty o Emporr forsiga falinthe Jorm of markinery fo o
walie equiralent bo Ralf & amound o be fmedited. In ihin
empe, howewer, vhe inpent ¥ rnbpeet !_n Goprranieni W—_
dration End fhe pramifer abroed of the rorreiponding cepinal Ry
‘mof e requenied price fo fieeyeder jfrom ik date af repeitmenr,

{24} The shave provivion was complciad by Dectec Mo, 1956
of Awgust 7, 1o3h, on the juue of spocisl Treamry Hosds in for-
wign currency, and Law Mo ofiy ol May 13, fols, granting 8
premium . an sums o foreign puireney ranaferred e lualy b
Halian cltizens rekling shroad, -

W k -



