
CHAPTER 5 

THE DEMAND FOR CORPORATE STOCK IN THE POSTWAR PERIOD 

(By Mahlon R. Straszheim, Harvard University) 

1. INTRODUCTION 

The demand for corporate l'quity is influenced by the preferences of 
households for investing their wealth, by the financial market struc
ture through which intermediation occurs, and by the investment be
havior of financial institutions. Financial institutions have assumed 
an ever increasing role in the market for corporate stock. The causes 
are twofold-a gradual shift in household preferences away from 
direct holdings of stocks in favor of indirect holdings through mutual 
fund shares and pension savings, and a change In the investment 
strategy of institutions in favor of stocks. 

Household preferences for financial savings are discussed in Sect.ion 
2 below. Households may choose among a wide range of alternat.ive 
means of holding finanCIal assets, each with different attributes (ex
pected return, variance of return, marketability, negotiability). Fi
nancial intermediation has grown increasingly complex in the postwar 
period; considerable specialization has arisen as particular types of 
Institutions adapted to meet the needs of specific borrowers and lend
ers. Fund flows to financial intermediaries are dominated by rather 
strong trends. However, in the short run there are notable fluctuations 
in the flows of household savings to different types of financial inter
mediaries in response to changes in income, prICes, interest rates, and 
stock prices. These time profiles in fund flows to financial institutions 
in turn influence institutions' investment decisions. 

The investment strategies of financial institutions differ widely. 
Historically, institutional considerations have been the most impor
tant determinant of investment portfolios. For example, there are 
statutory restrictions on the types of investments that some institutions 
may make. Fiduciary trustees operate in a context establi:;hed by 
statute, the courts, and traditions. This institutional environment has 
evolved very slowly, and hence investment portfolios of financial insti
tutions in the postwar period are characterIzed by rather stable trends. 
Changing stock market prices or rates of return on other financial 
assets appear to exert a relatively minor influence on institlltions' port
folio decisions. The most dramatic shift in the demand for corporate 
equities occurred only near the end of the period, since 1967, when life, 
fire and casualty insurance companies, state and local retirement funds, 
and corporate pension funds all very sharply increased their share of 
new funds invested in corporate stock. The investment decisions by 
financial institutions, partICularly their decisions regarding common 
stock, are discussed in Sections 3 and 4. 

(201) 
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2. FINANCIAL SAVINGS BY THE HOUSEHOLD SECTOR 

a. Issue8 in Model Specification and E8timation 
Household financial saving' has shifted over the period of several 

decades from real assets (residential housing, farms, unincorporated 
businesses, etc.) to finanCIal assets. This trend has continued in the 
postwar period. Continued industrialization, a longer life span, and 
greater reliance on group over self insurance have all been contribut.ing 
causes.1 In addition, the value of corporate stock increased much more 
than income as a result of the increase in price-earnings multiples dur
ing the 1950's. Thus, while saving as a percentage of income has been 
constant, household holdings of financial assets have grown more 
rapidly than income in the postwar period. As shown in Table 5-1, the 
ratio of household financial assets to income has risen from slightly 
less than 2 in 1950 to 2% in 1968. 

There are both trends and short-run fluctuations in household 
choices among financial assets. The long-run changes are evident in 
Table 5-1. Most notable is the huge rise in the value of corporate stock 
holdings, from $155 billion in 1951 to $373 billion in 1968. This ac
counts for most of the increase in household holdings of marketable 
securities. Households have only moderately increased their net pur
chases of bonds and other fixed income securities. While the value of 
their corporate stock holdings has continued to rise, households have 
shifted from being a net purchaser of corporate stock to being a large 
net seller over this time period. The increase in household stockhold
ings in spite of households' net sales in recent years is attributable to 
increases in equity prices. 

Conventional portfolio theory provides the conceptual framework 
for empirically analyzing the mterrelationships between alternative 
forms of financial asset holdings and their changes. Portfolio theory 
stresses the leyel and variation in relative prices and income as the 
important determinants of wealth holdings and saving decisions.2 De
sired holdings of asset type i in time t can be related to expected returns 
and the variances and co variances of all asset types, i.e., 
(1) All j(M!) M 2 , ••• Mk , 0"1

2
, 0"22, ••• O"k

2
,O"t» ••• , Y, W) 

where Mt=expected return of asset type i, O"l=variance of return 
on asset type i, Ui} the covariance between i and j, Y is income, and 
W represents wealth. 

The following types of household financial assets are included in 
the model below: 
D D demand deposits (millions of dollars) , 
SD savings deposits, 
LI life insurance contracts, 
P F pension fund reserves, 

F fixed income securities (public and private bonds, mortgages), 
S corporate stock, and 

MF mutual fund holdings. 

1 Raymond Goldsmith, The Flow oj, Capital Fund8 in the P08twar Economy, New York, 
NBER,1965. 

• Harry Mnrkowltz, Portfolio Selection, New York; Wiley, 1959; Donald Farrnr. The 
Inve8tment Deci8ion Under Uncertaintll, Englewood Cliffs, N.J.; Prentlce·Hnll, 1962; 
Hester & Tobin, (eds.), Studie8 of Port/olio Behavior, Cowles Foundation Monograph 20, 
New York, Wlley, 1967. 
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Annual data from the Federal Reserve System, Flow of Funds Ac
counts 1952-1968, are used. The distinctions between the several types 
0"£ assets in the class "fixed income securities" are relatively insign
ficant in the conteX't of a general model representing aggregate finan
cial savings decisions. The one significant component of household 
savings and financial asset holdings not included is that of "unin
corporated business investment." 

In the anlysis below, income and expected returns on assets, as 
reflected in current and lagged market yields, were employed as ex
planatory variables. The sample size was ,too small to yield significant 
estimates of the effects of change in the variance of returns on port
folio choices. Independent variables used in the equations included 
income, interest rates, and stock yields. Definitions and data sources 
are as follows: 

y' personal money income ($ billion); (Federal Reserve Sys
tem, FlO1.O of Funds Accounts). 

RB 

as 
rate of return on three to five year government securities 
(Economic Report of the President). 
rate of return on equity; price appreciation plus dividends 
for NYSE 500 Index. (NYSE Fact Book, 1969). 

t time trend (assumed values 1,2, ... , 17 for this sample.) 
Since the short-run variations in ,the several popular stock market 
indices are highly correlated, there is little or no advantage statisti
cally in using a different equity price index. Nor was more than one of 
the several available interest rates series included, while the yield 
curve does fluctuate in the short run, most interest rate variables are 
highly correlated with each other in the annual data. For example, 
time series data, on saving deposit yields are highly correlated with 
bond rates. Thus, in the equations below, the bond rate variable is a 
proxy for all interest rates; the variable denoting the annual change 
in interest rates on bonds serves as a proxy in the model for changing 
credit market conditions generally. 

Several different explicit formulations might be employed to relate 
stocks or flows of financial assets to the independent variables. Con
ventional portfolio theory has generally focused on the stocks of 
financial assets, in particular, on the shares of total wealth held in the 
form of any given type of assets (A;/~jAj), or the ratio of asset hold
ings of two different forms of assets (At/Aj). Such measures of asset 
shares can be related to the price of asset i, its price relative to the price 
of alternative forms of asset holdings, or the level of wealth. For 
example, the ratio of corporate stock holdings to total financial wealth 
or to the value of other financial asset holdings varies widely as stock 
prices change (and to a lesser extent bond rates, whose fluctuation 
alters the market value of outstanding bonds). However, correlating 
stock holdings or the share of total wealth held in stocks to stock price 
changes sheds little light on household financial behavior; the corre
lation between prices for financial assets and household holdings of 
those assets largely reflect changing bond and stock yields, which al
ters the market value of these assets, rather than revealing any signif
icant change in households' disposition of new funds. Household re-

53-940 O-71-Pt. 6--14 
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actions to rather large changes in stock prices or the value of their 
wealth holdings, sometimes 20 percent in a year, in fact h:we proven to 
be rather modest; for example, flow of funds in or out of stocks by all 
households together in any year is generally less than 1 percent of 
total individual stock holdings or of national income. 

It is therefore far more useful to concentrate on flow relationships 
and the decision to withdraw or invest additional funds. Conventional 
portfolio theory relates "desired" stocks of assets to income (and 
variables such as asset prices). If actual stocks are continuously ad
justed to "desired" levels, implied flow equations will include changes 
III income as the independent variable. For example, if households de
fine asset targets as a simple scale multiple of income, net flows by asset 
type will be positively related to changes in income: 
(2) A J,=/3.y, 

(3) dAJ'=/3. dY, 
dt dt 

The common upward trends in income and the accumulation of finan
cial assets are such that this type of equation statistically accounts for 
a significant share of the total variance in financial flows. However, 
while taking full advantage of the common trends, this specification 
poorly represents the short-run variations in flow of funds. The above 
formulation implies that flows of !funds are zero if income does not 
change, and change sign when income changes sign. Aggregate data 
for the accumulation of most financial assets do not substantiate this 
formulation. TypicaHy, npt accumulation of most types of assets con
tinue even when income falls. 

The equation formulation employed below assumes that financial 
flows by asqet type are linearly related to income, rather than to changes 
in income. Because of the strong upward trends in all these variables, 
the dependent variable was expressed in ratio form, the ratio of net 
purchases (or sales) of each asset type to income. The explicit form 
IS shown in equation (4); linear in the independent variables Xl : 

(4) (d~tIYt)=aj+ ~/3jJXJ 
An equation for each asset type i was estimated independently. Since 
the total marginal propensity to save varies over any several year 
period, it is inappropriate to constrain the estimates of the individual 
equations to a constant saving rate. However, decisions about several 
forms of savings are interrelated; these interrelationships between 
types of savings are analyzed below, in equations which relate ratios 
of one asset type to another (or the sum of several others) to income 
and interest rates. 

The above formulation of the flow equations implies that the ratios 
of stocks of asset holdings to income may assume different values, de
pending on initial conditions and the estimated flow equations. This 
does not preclude the possibility that the ratio of the value of particu
lar asset holdings or the value of total wealth to income may be rele
vant as an explanatory variable in the flow equations. Changes in in
terest rates or stock market prices appear in most of the flow equations; 
these changes are highly correlated to the value of corporate stock or 
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fixed income security holdings. Thus, while market prices or yields are 
included in the flow equations rather than wealth-income ratios, there 
is no statistical basis for determining whether the correlation of mar
ket prices with flows represents households'reaction to changes in 
rates of return or to changes in the market value of their asset 
holdings. 

This illustrates a general problem encountered in the statistical 
estimation; mll-ny of the va.riables of interest are intercorrelated and 
often trend dominated. This high intercorrelation arising from trends 
in income, interest rates on fixed !inoome securities, and financial wealth 
often makes it impoRsible to determine statistically the real causal fac
tors underlying the long trends in financial flows. On the other hand, 
the econometric analysis does shed some light on the short-run changes 
in sa ving flows. 

The model below also assumes that actual asset holdings in any time 
period coincide with desired levels of such holdinrrs. The use of dy
namic stock-adjustment models 'in which there are 1ags in the adjust
ment process is popular in econometric estimation, especially for 
durable goods. There a·re 'several reasons why no attempt was made 
to specify such lagged adjustment processes in the model below. 
First, the costs of entry into the capital markets are generally quite 
low, and "indivisibilities" would not appear to have large effects 
on transactions costs in the relevant ranges in adjustments of most 
assets. How transactions costs grell-tly reduce the likelihood that 
desired and actual asset holdings will diverge, especially as reflected 
in annual data. Also, for annual data aggregated for the entire house
hold sector, there is likely to be little variation over time in the nature 
of adjustments of actual holdings to desired levels, and certainly little 
or no prospect of specifying such differences econometrically with 
annual time series data. 

Finally, the equations assume that causation runs from income 
or ca.pital market conditions, as represented by interest rates or stock 
prices, to household savings rather than vice versa. The implicit causal 
assumption in the analYSIS below is that monetary and fiscal policies 
interacting with private demands for goods and services determine 
income and interest rates. These in turn affect household saving flows. 
This is not to deny the important interdependencies between de
cisions regarding financial asset holdings and income or credit market 
conditions. However, the ava.ilable evidence suggests that the lags are 
long. Changes in household saving decisions, in fiscal or monetary 
policies, or in private demand affect the level and composition of in
come and the credit markets only aftter a lag. Econometric models have 
made little progress to date in describing the interrelatiionships be
tween the processes of financial intermediation and real economic 
nctivity. 
b. E n~pi1-icril Estimates of th e If'Iodel 

(1) Demand Deposits.-The concept of household preferences for 
money balances has been a cornerstone of macroeconomic theory and 
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the subject of a considerable theoreticalliterature.3 Several empirical 
formulations of such demand functions have been estimated.4 The 
controversy revolves around the elasticity of interest Ia.tes. 

Annual data for the period 19b2-68 were used to test the competing 
hypotheses. The early postwar years were excluded for two reasons
households had acqUIred unusually large amounts of liquid assets dur
ing World "Val' II which affected their decisions concerning financial 
asset holdings, and the capital markets were substantially affected 
by the Federal Reserve System's policy to fix the interest rate on long
term treasury securities at a low level. This policy was abandoned 
with the Accord of 1952. The dependent variable III the equation is 
the share of income which households used to add to their demand 
deposits holdings. 

(5) (ODD) =-99.00+.4807(t)-43.63 RB, +13.60 Y, 
-y t (1.33) (1.76) (1.91) RB'_1 (1.58) Y,-l 

R2=.4970 
D.W.=2.15 

where DDt represents demand deposits (millions of dollars), Y t in
come (billions of dollars), and BE the bond rate (three-to-five-year 
government securities) . 

The explanatory variables reflect the transactions demand for 
money, as evidenced by the si~nificance of the time trend and income 
terms, and short-run changes III interest rates. The negative coefficient 
of BE t! BE t-1 indicates that households economize on their holdings of 
demand deposits as interest rates rise in the short run. The positive co
efficient of Y t/Y t- 1 implies that one of the responses in the short-run to 
changes in income is a more than proportionate increase in demand 
deposits. As will be seen below, the sum of all financial savings in
creases more than prop0l"tionally in the short run as income rises. 
This is consistent with the econometric literature on consumption 
functions, which employ distributed lag functions on income as the 
explanatory variable.s Efforts to express changes in income with 
some form of distributed lag in the equation above were not successful. 
The lags will, of course, be more evident in quarterly data. 

a Irving Fisher, Tile Purcha8ing Power oj Money, New York. MacmlIlan, 1911; .Tohn 1\1. 
Ke~'nes, The General Theory of Employment. Intere8t and Money, London, ]\[ncmlllan, 
1936; W, J. Baumol, "The 'l'rnnMctlons D"mnnd for Cash: An Invpntory 'l'hcoretic 
Approach," Quarterly Joltrnal of Economics, Novemher 1952, PI)' 545-556; Milton ]~I'led
mnn, "The Quantity Theory of Money-A Restatement," In 7 he OptimUm Qllantitll 01 
Moncy and Other ES8aY8, Chicago, Aldric, 1969; James Tobin, "Liquidity Preferences ns 
Behavior Toward Rlsh;" Review of Economic Stltdiel!.. February 1958, pp. 65-68; James 
Tobin, "The Interest Elasticity of the Transactions vemand for Cash," Review oj Eco
nomics and Statistics August 1956, pp. 241-247. 

• Allun Meltzer. "bemand for Money: The Evidence from Time Series," JOllrnal oj 
Political Economy, June 1963, pp. 219-246; Milton FrIedman, "The Demnnd for Money; 
Some Theoretical and Empirical Results," .Toltrnal of Political Economy. AII~IIRt 1 !lull, pp. 
327-351; Karl Bruner and Allan Meltzer, "Predicting Velocity," Journal oj Finance, Mn~' 
1963, pp. 319-334 ; Gregory Chow. "On the Long-Run and Short-Run Demand for Money, ' 
Journal oj Political Economy, April 1966, pp. 111-131. 

01\1. Friedman, A Theor1l of the Consumption Function, Princeton, 1957; A. Ando and 
F. Modlgllanl, "The Life Cycle Hypothesis of Savings: Aggregate Implications and Tests," 
Amcrictln Bconomic Review, March, 1953, LIlI, pp. 51l-R4; H. S. Honthakker & L.D. 
Taylor, Consltmer Demtl",l in the Unitet! Sttltes, Harvard Unlv. Press. 1966; N. Levlatan. 
"Estimates of Distributed Lag Consumption Functions from Cross Section Data," Review 
oj Bconomics & Statistics, Xr,VII. I!'eb .. 1965, pp. 44-53; F. l\Iodlgllanl & A. Ando, "The 
Permnnent Income and the Life Cycle Hypothesis of Savings Behavior: Comparisons and 
'rests," In Proceedings oj the ConJerence on Consumption <£ Saving, Vol. 2, Philadelphia. 
1960; J. Simon and D. Aillner, "Cross Section and Time-Series Tests of the Permanent
Income HypotheSiS," Amencan Economic Review, LX, June. 1970, pp. 341-351. 



207 

(2) Savings Deposits.-A similar equation fitted for savings de
posits includes both the level of interest rates and their short-run 
changes. Short-run changes in income did not prove statistically 
significant. 

(6) (()~D) t=81.22+7.398 RBI-70.60 RRffI 
(3.38) (3.86) (2.89) I-l 

R2=.5574 
D.W.=1.67 

The negative coefficient on the interest rate change variable reflects 
the process of disintermediation

1 
households switching from savings 

accounts to fixed income securitIes when interest rates rise sharply. 
Interest rate regulation on commercial banks, mutual savings banks, 
and savings and loan associations and other institutional considera
tions are such that interest l'aItes on savings deposits rise less rapidly 
than bond rates during periods of tight credit. As a result disinter
mediation occurs and households switch to bonds. For example, dur
ing the period 1963 through 1965 households added an average of 
$24.4 billion to their savings deposits each year and acquired an 
average of $4.2 billion of public and priva,te bonds and mortgages. 
During the tight money period of 1966, households acquired $12,9 
billion of these fixed income securities while increasing their savin&,s 
deposits by only $19.0 billion. Iil 1967, when market rates on bonets 
had fallen rapidly relative to savings deposits rates, the pattern was 
reversed; savmgs deposits were increased by $32.5 billion, fixed in
come securities by $3.5 billion. This pattern occurred ,throughout the 
postwar period and is the fundamental source of the countercyclical 
pattern in mortgage lending and hence in residential construction. 

(3) Pen.sion F1tnd Holdings.-Pension programs have grown 
rapidly in the postwar period. The reasons for this growth have been 
extensIvely described elsewhere.6 Since the Supreme Court ruled in 
1948 that fringe benefits were a proper part of labor contract negotia
tions, coverage of pension programs has grown enormously, and both 
contributions and benefit payments have risen sharply. Public pension 
plans for state and muniCIpal employees also grew rapidly during the 
1950's, as did union and other muitiemployer plans.7 Pension retire
ment plans for self-employed individuals received tax frt.:e status in 
]962 with the Smathers-Keough Act, which permitted individuals to 
contribute sums (limited to $2,500 annually) to a common trust to be 
managed on a pooled basis. Liberalization in 1968 resulted in many 
more such plans being initiated, 100,000 plans registered in 1968 as 
compared to about half that number over the previous four years.s 

Net fund flows to pension programs are the stablest of all forms of 
hous,ehold finan?ial savings. The equation for pension fund flows, in
cludlllg a logarithmic trend and the short-run change in income, is 

• Danl .. 1 1If. Hollane!, Private Pen8ion FUlld8: PrOjected Growth, Occasional Paper 97 
New York, NBER, 1fl61l; Philip Cagan, TIle Effect of Pen8ion Fund8 011 Aggregate SaIJing8: 
f~vi(lcllce fro!" II Sa,lIIplc .'lurvey, Occasional Paper 95, New York, NBER, 1fl65: and Roger 
1·. lIInrrar, f,collomlC Aspects of Pensions: A Summary Report, New York, NBER. 1968. 

7 H. Robert BartelJ, Jr., ane! Elizabeth T. SImpson. Pellsion FUllds of Multiclllployer 
Industrial Group8, Unions, and Nonprofit Organizations, OccaSional Paper 105 New York 
NBER. 1968. ' , 

8 Arthur Weisenberger Services, [nve8tment Companies: Mutual Funds and Other Types 
1969 edtlon, p. 90. ' 



quite simple. Changes in interest rates or stock prices proved to be 
statistically insignificant. 

(7) In (CJ~F.) =2.44+.0271(t)+.1610 [/ 
/ (27.69) (8.40) (1. 76) I-I 

R2=.8378 
D.W.=1.80 

That short-run increases in income raise the share of income de
voted to pension reserves may be attributed to several factors. Periods 
of prosperity extend the coverage of pension fund programs at a rate 
above the long-term trend by employing the marginal work force. 
More liberal pension agreements may be realized in tImes of prosperity 
and vice versa. Finally, there is a growing percentage of workers whose 
benefits are based on final compensation. This implies that short-run 
increases in income will lead to a higher share of income devoted to 
pension funds. 

(4) Life lmurance Reserves-Life insurance companies provide 
a guaranteed fixed-dollar payment to their customers, with l?remiums 
based on rather conservatIve investment assumptions. Life msurance 
was the first form of nonbank financial intermediation serving a wide 
market. Coverage has grown extensively throughout the twentieth 
century, so that by 1965 83 percent of all households had at least one 
member insured.a Currently about 15 percent of insurance company 
assets are held to cover the liabilities of insured pension funds. His
torically, insured pension funds were the predominant form of pension 
savings, but insured pension plans have grown much less rapidly dur
ing the postwar period than uninsured plans . 

.A. very small share of life insurance reserves is accounted for by 
variable annuity plans. Since 1963 some states have permitted life 
insurance companies to establish so-called "separate accounts" in 
which they invest pension reserves in equities. These are essentially 
equivalent to the common trust funds which commercial banks use to 
collectively manage small pension accounts. To date most variable
annuity offerings are oriented .toward serving those who qualify under 
the Keough Act; there are few variable annuity plans that are not 
sheltered. 

The growth of life insurance reserves net of policy loans exhibits 
both a trend and short-run variations. 'While the trend in fund flows 
is positive, the share of income that households devote to life insurance 
has steadily fallen. 
(8) 

( CJLI) RB RB, Y/ RS Y =5.574-1.526 . /-9.794 RB +19.16 y--.0349 / 
/ (2.80) (5.99) (1.86) 1-\ (1.98) I-I (1.94) 

R2=.7469 
D.W.=1.96 

The cause for the downward trend in life insurance premiums as 
a share of income is the growth of alternative forms of savin~ yield
ing higher returns-corporate pension plans and mutual fundS. Each 
yields higher returns by being more heavily invested in corporate 
equities. In addition, pension savings are tax free. It seems likely ,that 

• Lileln8urance Fact Book, Institute of Life Insurance, 1966, p. 7. 
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life insurance contracts defined by current premiums and fixed pay
ment obligations will continue to r~ceiv~ a lesser share of.the consumer 
savings dollar. Insurance compalllcs mIght enhance theIr product. by 
offering variable annuity plans as an inflation hedge or by reducmg 
the premiums on straight life and term insurance, either of which 
reqUIres that insurance companies become more active in the equity 
market. Life insurance companies appear to have chosen another al
ternative, that of entering the mutual fund business. In 1968 and 1969, 
there was a large scale merging and comingling of insurance com
panies and mutual fund management and equity. By the third quar
ter of 1969, 153 mutual funds were linked to 79 insurance companies 
or groups; $8 billion of mutual fund shares was involved, 16 percent 
of the industry.1o The economics of mass marketing both insurance 
and mutual fund shares are obvious. It would appear that life insur
ance premiums will continue to be based on fixed income investments 
and tha;t the trends in household choices for fixed obligation insurance 
described in equation (8) are likely to persist. 

Sholt-term fluctuatIOns in fund flows to life insurance have become 
significant since the middle 1950's. These variations are highly corre
lated with changes in money markets; in particular, life insurance 
flows are negatively correJ.ated with short-run changes in interest rates. 
In each perIod of tight credit and rising interest rates since 1957, life 
insurance fund flows as a share of household income declined more 
than would be indicated by the long-run downward trend in the share 
of household savings devoted to life insurance. There are several 
explanations. Life insurance companies are committed to lending to 
policy holders at fixed rates of interest; these lending terms inevitably 
become very attractive when market interest rates rise sharply and 
credit rationing occurs. 'While the 1966 credit crunch was the first in 
which. this mechanism received mu~h public l\Jttenti~n, ·the ~egative 
coeffiCIent on the term for changes III mterest mtes III equatIOn (8) 
sug~sts that it hl\JS been operatIve and of empirical sigmficance for 
Some time. An additional explanation for the significance of the change 
in interest rate variable is simply that rising rates of interest are at
tracting household savings into fixed income market securities. This 
is discussed further below. 

:Stock prices also are significant in the equation, the negative coeffi
cient implying that rising (stock) prices attract funds from life insur
ance. In the subsequent equations for household purchases of stock, 
stock prices appe..'tr to influence stock purchases with a one-year lag. 
Thus, the exact relationship between life insurance and net stock pur
cha.ses, particularly the timing of such switches in asset holdings, re
maIllS unclear. 

(5) "Fixed Inte1'e8t" Long-Term Olaim8: Bond8 and Mortgage8.
No trend is evident in the share of income devoted to fixed income 
securities, but there are very considerable cyclical variations. Additions 
to bond holdings are negatively correlated with short-run changes 
in income. Reductions in the growth rate of income or in its absolute 
!l!mount, other things equal, induces an increase in fund flows into fixed 
income securities. In recession years the actual share of sa vings devoted 

10 Mutual Again, Weisenberger Financial Service, Inc., IX, November 1969, pp. 104. 
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to fixed income securities falls. The equation below suggests that this 
negative income effect is more than offset by interest rate effeots. 

The response of fixed income security holdin~ to short-run chanl!es 
in interest rates is very pronounced; households substitute bonds for 
savings deposits during periods of tight credit. This substitution is 
made llargely by upper income households. Holdings of marketable 
securities other than stock are more concentrated among wealthy 
households than any other form of investment assets. In 1963, the top 
tenth of the income distribution held 45 percent of total wealth. and 
80 percent of total investment in marketable securities other than 
stockY 

Stock prices are also significant in the equation for bond holdin~, 
and are positively correlated when a one. year la~, is allowed. As WIll 
be seen below, households react to stock prices atter a lag, switehing 
out of stocks after the stockmarket declines; the equation below sug
gests that some of these funds are finding their way into bonds and 
mortgages. 

( ) ( bF) +7 RB, Y, RS 9 Y =96.16 4.51 RB -160.9 y-+.2129 I-I 
I (1.56) (3.29) 1-1 (2.38) 1-1 (2.48) 

R2=.6068 
D.W.=1.66 

where F=holdings of fixed income securities, and RS,_1=return on 
stock with a one year lag. 

Data for 1969 have only recently become available. Extrapolation 
with the above equation provides an estimate of the impact of tight 
credit during 1969. Based on the 22.5% increase in interest rates 
during 1969, equation (9) predicts households will devote 1.7% of 
their Income to fixed income securities, compared with a mean level 
of about one-half of a per -cent during the postwar period. The actual 
percentage was 2.5 per cent. The $23.1 billion invested in bonds was 
nearly double the rate during the 1966 credit crunch; 1969 was clearly 
a year of extraordinary participation by the household sector in the 
'bond markets. 

The tradeoffs between fixed income securities, savings deposits, and 
life insurance reserves, all sensitive to short-run changes in interest 
rates, deserve brief summary. 

of (RBI) 
(10) b(F+SD) t= -.7255+6~~~~~) RB'_I 

R2=.1857 
D.W.=1.32 

(11) O(F+;~+LI) t=-.9885-.0360(RB)+1.276 (::1 ) 
(3.18) (1.46) (4.06) I-I 

R2=.5407 
D.W.=1.74 

U Dorothy S, Projector and Gertrude S. Weiss, Survey 01 Financial Oharacteri8tic8 01 
Oon8umer8, Board of Governors of the Federnl Reserve System, 1966, pp. 14-15, 
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aSD (RB,) 
a(F+SD+Ll) t=1.689+.0667(RB)-1.257 RB 

(5.71) (2.83) (4.19) '-I 

R2=.5845 
D.W.=1.85 

aLl ( RB,) 
a(LI+SD) t=.0891-.0476(RB)+.2859 RB 

(.96) (6.47) (3.05) I-I 

R2=.7525 
D.W.=1.76 

Equations (10) and (11) reveal the shift into fixed income securit~es 
as interest rates rise in the short run. Equation (13) indicates that lIfe 
insurance reserves faIl less rapidly than do savings deposits when credit 
conditions are tightened and disintermediation occurs. 

The sum of savings by fixed income holdings, savings accounts, and 
life insurance as a per cent of income is increasing over time, the 
increase in holdings of fixed income securities and savings deposits 
having more than offset the decline in life insurance savings. This trend 
is reflected in a positive coefficient on interest rates in equations (14) 
and (15). 

(14) ()(~+SD) t=-116.6+4.808(RB)-158.3( y,) 
y (1.39) (2.70) (1.65) Y t - I 

R2 =.6060 
D.W.=1.38 

(15) ()(F+SD+LI) t=-95.24+3.681RB+130.5 ( Y t ) 

Y (1.29) (2.12) (1.79) Y t - I 

R2 =.5385 
D.W.=1.12 

·While changes in income also appear in these equations, the significant 
autocorrelation reduces the statistical significance of the estimated 
coefficients. Conspicuous by its absence in these equations is the short
run change in interest rates, which proves statistically insignificant. 

This suggests that the reduced fund flows into life insurance and 
savings deposits associated with increasing market interest rates in the 
short run is essentially offset by higher flows into fixed income holdings. 

(6) Oorporate Stock and jJiutual Fund Shares.-Ownership of cor
porate stock is not nearly as widespread throughout the income dis
tribution as pension funds, life insurance, or savmgs deposits. In 1963 
one person in six held stocks,12 and the wealthiest 10 percent of the 
population held 62 per cent of the equity in publicly traded stDck 13 
A trend toward a more even distribution of corporate stock ownership 
has prevailed throughout the twentieth century. From 1952 to 1956 
the median money income of stock holders actually declined from 
$7,100 to $6,200, or 15 per cent, while for the popula~ as a whole 
median income rose by about that same percentage. However since 
the early 1960's this trend has been altered due to the growth in mu-

.. Fnct Book, New York ~tock Exchange, 1968, p. 40. The nl'xt survey wl11 be connucted 
In 11170. There Is no evidence on how the distribution of dollar amounts of stock held by 
Incoml' clasR Is changing. 

13 Projector and Weiss, op. cit., p. 15. 
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tual funds. Mutual funds provide a relatively inexpensive means for 
the small investor to diversify. As a result, direct lllvestment in 1:01'
porate stock is being displaced by investment in mutual funds. Both 
the 1962 and 1965 Census 01 Stockholders revealed the same propor
tion of the population holding corporate stock directly. During this 
three year period median household inoome of shareowners increased 
16 per cent, the same median household income generally.14 At the 
same time, mutual fund growth has been rapid and ownership increas
ingly widespread. Mutual funds had 9.1 million accounts by 1968 year
end versus 300,000 in 1940. 

Two other characteristics of mutual fund purchasers deserves men
tion. In very recent years, the median family income of mutual fund 
holders has accelerated, rising from $8,100 in 1963 to $11,350 in 1966, 
an increas() well in excess of the rise in income for the population gen
erally. Also, the average age of those in accumulation plans rose 
sharply, from 42.8 to 46.4 years. This suggests that mutual funds are 
becommg an increasingly important means of providing retirement 
savings for middle and up~r income householdsY 

Second, household acquiSItions of mutual funds has shifted ill favor 
of those with greater risk. In 1958, the share of the investment in 
lllutual funds in funds classified as "diversified common stock funds" 
was 60 percent; a decade later that figure had risen to 80 percent. 
"alanced" funds, with 20 to 50 percent of their assets invested in fixed 
dollar holdings, saw their share of the mutual fund market decline 
from 26 to 14 percent.16 As will be seen below, mutual fund market 
performance approximated the return achieved by the market averages 
until 1965. Since 1965 the performance of the growth funds has im
proved substantially. y accepting higher risk, the growth funds were 
able to earn a significantly higher return, though accompanied by a 
higher variance. Whether households will continue to exhibit this 
preference for more risk remains to be seen. 

Household annual acguisitions of corporate stock (both direct hold
ings and the sum of dIrect holdings and mutual fund shares) have 
turned from a marginal plus to a rather large negative amount during 
the postwar period. Households sold $12 billion m stocks (other than 
investment company shares) in 1968 and nearly $11 billion in 1969. 
One striking feature about this series is that its magnitude is very 
small, a tiny fraction of 1 percent of either total personal income or 
the total valuation on stock held. Nor does it change much when stock 
prices change dramatically. A sizeable portion of stock holdings is 
very inactive. A 1965 survey indicated that only one-half of n,ll house
hold stockholders acquired any stock that year, and that only one ill 
eight made as many as five transactions. The average income of that 
small share who were more active in the market was very much higher 
than for all shareholders generally.17 . 

There are several explanations for the downward trend in net ac
quisitions. One is the long-run shift in relative prices in favor of fixed 
income holdings. Bond rates have risen over these two decades, while 

.. Fact Book, NYSE. p. 40. 
16 Mutual Fund Fact Book, Investment Company Institute, 1969. p. 47. 1. Inve8tment Oompanie8: Mutual Fund8 and Other Type8, pp. 42-44. 
17 Publio Tran8action8 Survey, New York Stock Exchange, 1965. 



213 

returns on stock were lower in the 1960's than 1950's; for the period 
1950-59 the compound rate of growth (price appreciation plus divid
ends) for the Standard and Poor's 500 Index of stocks was 20.3 per
cent, versus 10.9 percent from 1958 to 1968.18 Another explulU\'tion is 
the rise in pensions as an alternative means of savings. The declining 
share of income or the share of financial savings devoted to direct stock 
investment plus mutual fund shares combined is represented by equa
tion (16), revealing a negative correlation with the bond rate. 

(16) (as+MF) =16.83-4.165 RB R2 =.7476 
Y I (7.69) D.W.=1.41 

The bond rate is essentially a trend proxy in this equation, reflecting 
the long run shift in relative prices of bonds versus stocks. Neither 
short-run changes in interest rates, bond prices, nor a distributed lag or 
weighted average of current and past stock prices proved statistically 
significant in this equation. 

Disaggregation of direct and indirect stock holdings reveals more 
about household investment behavior. Both strong trends and short
run variations are apparent in household acquisitions of mutual funds. 
The rate of retlLrn in the stock market is correlated with net mutual 
fund sales (sales less redemptions) after allowing for a lag. The sharp 
stock market declines in 1962 and 1966 resulted in much lower mutual 
fund sales a year later. The following equation was fitted. 

(17) (a~F) =.00053+.2537(t)-.0179 RS /_j R2 =.8137 
I (8.76) (1.68) D.W.=1.74 

Shollt-run changes in income or interest rates did not prove statistically 
significant. It would appear that there exists a distinct trend in mutual 
fund sales that was not influenced by interest rates or the prices of 
ot~er securities and was interrupted only by sharp variations in stock 
prlCes. 

Direct corporate stock acquisitions and sales present a different 
picture. In addition to a downward trend, represented by a significant 
coefficient on the bond rate, short-run changes in income and interest 
rates are also significant. Short-run increases in income coincide with 
It lower share of income devoted to stock purchases_ The positive co
efficient on changes in bond rates indicates that rate increases attract 
more money into stocks_ This is not easily explained. As noted, fixed 
income securities also attract funds during periods of rising interest 
rates. There have been several periods when stock prices fell as interest 
rates moved up. However, attempts to include stock prices in the equa
tion for net acquisition of stock, in either current or lagged terms, or 
by a weighted average, proved unsuccessful. The explanation for the 
positive correlation of net stock purchases with short-run changes in 
mterest rate remains uncleaT. 

( 8) (
oS) RB Y I 7 RB t 1 y =20.52-6.301 -26.17 y+2 .90 RB 

/ (13.95) (1.57) /-1 (3.55) 1-1 

R2=.9210 
D.W.=2.14 

18 Faot Book, NYSE, 1969. 
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Disaggregation of households' net stock purchases provides further 
insight. Odd-lot transactions are made largely by the small investor, 
primarily in the household sector. Net purchases by odd-lots on the 
NYSE amounts to about one-fifth of the total household sector's net 
flows. An equation for the ratio of odd-lot net purchases to income is 

(19) (():I) =7.555-.8987 RB,-10.79 [I 
I (4.98) (1.66) I-I 

R2=.7035 
D.W.=1.21 

+7.525 RRBBI +.0220 RS,_I 
(2.30) I-I (2.03) 

where 8 1 =net odd-lot purchases on NYSE. Stock prices enter with a 
one year lag, while current stock prices were not statistica,lly signifi
cant. Odd-lot purchases thus behave much like mutual fund net pur
chases. Households appear to react in belated fashion to stock prices, 
increasing their net selling of direct holdings and their redemption 
of mutual funds afte1' stock prices decline. This is testimony to the 
familiar cliche that "ths odd-lotters are always wrong." The most 
recent illustration is their actions during the 1966-67 market decline 
and recovery. Household mutual fund redemptions and net sales of 
direct stock holdings were much higher than usual in 1967, following 
the sharp market drop in 1966. The stock market was staging a huge 
recovery in 1967. While annual data is not suited to a determination of 
the precise timing of this phenomena, the general outlines are clear. 

The same equatIOn for round lot net J?urchases (i.e., all household net 
purchases less those in odd-lots) is simIlar, but stock prices in this case 
do not prove statistically significant. 

() (
()S2) 7 RB Y , 7 RBI 20 IT =54.65-4.89 1 1-58.536 y+21.96 RB 

1 (2.10) (8.85) (1.96) I-I (2.68) I-I 

R2=.9043 
D.W.=2.34 

The "household" sector in the flow of funds accounts is an agglom
eration of several types of accounts, including personal trust and 
estates, colleges and universities, and nonprofit foundations. At year-

. end 1968 colleges and nonprofit foundations held $25 billion in cor
porate stock, while personal trusts held $95 billion. Together this was 
nearly one-eighth of the stock held by the "household" sector as defined 
in the Flo'w of F1{'ndS Acco1(mts. Trusts and foundations are likely to 
behave differently than households, but unfortunately no flow of 
funds data are available on their actions. y making explicit assump
tions about the annual price appreciation of stock holdings by each 
group, the flow of money into or out of corporate stocks can be esti
mated. Together with reported asset holdings at the beginning and 
end of the year, estimates of flows of new funds into stocks (or with
drawals) can be derived. That estimate will only be as reliable as the 
assumptions about portfolio appreciation. It was assumed that port
folio appreciation for personal trusts, colleges, and foundations 
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equalled the rate of price appreciation plus dividends for the Dow 
.Jones Industrial Average (DJIA). While this assumption is a reason
able approximation over the long run, the estimates for any given 
year are subject to some error. The error is probably largest when stock 
price changes are largest. Excluding estimated "fund flows" of per
sonal trusts, colleges, and foundations from round lot net purchases, 
the relationship is 

(21) (a:3
) =-27.68-8.048RB,+49.92 RRff' +.4050RS, 

, (4.00) (1.78) '-I (3.50) 
R2=.7864 

D.W.=2.59 

where S3=net purchases by "household" sector less odd-lots on NYSE, 
and less estimated net purchases by personal trusts and estates, colleges 
and universities, and foundations. The significance of the stock price 
term is by no means unambiguous since it may reflect misspecification 
in the net fund flows by personal trusts and estates. 

Estimated net purchases by personal t.rusts and estates as a share 
of income reveal neither trend nor short-run responsiveness to income 
or interest rate changes. However, stock prices are negatively cor
related with net flows. 

(22) (aPT) y =2.715-.2048RS, 
I (2.41) 

R2=.3097 
D.W.=2.71 

where Pl'=net purchases of stocks by personal trusts and estates. The 
coefficient on stock prices is subject to two different interpretations: 
stock price declines may attract funds of personal trusts into stocks or 
their past holdings of stocks may fluctuate less in value than the DJIA, 
the assumption used to derive net flows. 

(7) S~l1nl1Ul1y.-Short-run increases in income raise the share of in
come devoted to financial savings, indicating that the short-run mar
ginal propensity to consume is below its long-run level. Higher interest 
mtes 1ll the short run also induce households to devote a higher share 
of income to financial savings and to shift from life insurance and sav
ings deposits into direct bond holdings. 

Over the long run households are reducing their direct participation 
in the equities markets, while at the same time incr~asing their indirect 
holdings, by investing in mutual funds and uninsured pension funds. 
Currently, the increase in pension fund holdings and mutual fund 
slmres is more than offsetting the decline in household sales of stock. 
Short-run variations in stock prices affect household investment deci
sions; stock market declines hasten the liquidation of the households 
direct holding and reduce their willingness to buy mutual bonds, in 
each case the reaction occurring after a time lapse. 

:l. TIm STOCK INVESTl\fENT POLICIES OF THE l\IANY TYPES OF 

FIN ANCIAJ, INSTITUTIONS 

An overview of the trends in the holdings and net purchases and 
sales of corporate stock by financial institutions in the postwar period 
was given in Section 5 of Chapter 3. Also in that section was a sum-
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mary of the relationship of these holdings and transactions to total 
acquisition of financial assets by financial institutions, to total net 
issues of corporate stock, to total volume of trading in corporate stock 
on exchanges in the U.S., and on the velocity of turnover of the stock 
portfolio of financial institutions. The present section reviews, still 
very summarily, the policies followed by the main t'ypes of financial 
institutions and their relation to other uses of theIr funds using a 
sta,ndard table (e.g., Table 5-2), and summarizes the scarce available 
information on the structure of the stock portfolios of these 
institutions.19 

a. Uninsured Pension Funds 
Net fund flows into pension funds are growing rapidly, are un

usually stable, and can oe easily predicted on an actuarIal basis given 
assumptions about employee contributions, rates of retirement, and 
benefit payments. PensIOn funds therefore do not face a liquidity prob
lem arising from sudden changes in fund flows. 

Originally, the investment objective of pension funds was that of 
achieving a. return to meet It dollar target payment at some future 
point. Until about 1950 private pension funds were about equally di
vided between insured and uninsured plans. Insured pension funds 
were very conservatively invested, life insurance companies being 
severely limited in their opportunity to acquire corporate stock. In the 
decade following 'Vorld '" ar II, corporate treasurers gmduaUy 
adopted the investment strategy O'f maximizing return rather than 
tlmt of investing simply to meet a specified target based on particular 
conservativo actuarial assumptions. 

Accordingly, uninsured pension funds quickly sold off the govern
ment securities they accumulated during 'Vorld 'Val' II and invested 
primarily in corporate stocks and bonds, a process that can be fol
lowed in Table 5-2. In the immediate postwar years, the interc~t rates 
on long-term government bonds (pegged at 2% per cent) kept mterest 
rates on private bonds at similar low levels. The higher return on com
mon stock investments was strong inducement for bank trustees to in
vest an increasing share in stocks. This change was mn,de possible by 
a revision in the New York State law allowing trustees to invest up to 
35 percent of a fund in stocks.20 The largest companies with estab
lished records were the obvious investment vehicle. A steadily rising 
trend in the share of fund flows invested in corporate stock has oc
cnrred throughout the postwar period. 

There is no statistical correlation between this change in pension 
funds' portfolio composition shown in Table 5-2 and changes in rates 
of return on stocks or bonds. An important qnalification must be 
made in interpreting this result. Aggregated data for all pension 
funds may conceal relationshirs that exist at. the individual firm 
level. If fund managers have dIfferent bases for forming price or in
terest rate expectations or if they respond at varying speeds to clmnge 
in relative rates of return, aggregated data on portfolio composition 
will reflect the sum of these behavioral effects. For example, the gradual 

,. It Is expected thn t these matters will be analyzed In the commissions' own report In 
much I:renter (letnll for the last four years on the basIs of new prImary data specIfically 
collpcted for thIs purpose . 

.. Murray, ap. cit., pp. 72-80. 
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shift to stocks appearing in the aggregate data may reflect a series of 
decisions, each made at a fairly dIscrete point in time by each corpor
ate treasurer (and their bank trust department advisors) that their 
funds should be more heavily invested in corporate stock. Many 
pension funds adopt a fixed percentage of fund flows as their target 
for corporate stock investment, which they do not change for many 
years. If the decision by different firms to change that target occurs 
at different points through the sample period (for example, in re
sponse to changes ill expected rates of return on stocks versus bonds, 
each fund employing very different lags in forming those expecta
tions), aggregated data on portfolio composition may be trend dom
iJutted even though relative prices on stocks and bonds are important 
to the decision. 

While aggregation in the data may conceal the role of relative 
prices in decisions regarding portfolio composition, it is likely that 
the real effeots of changing mterest rates or stock yields in portfolio 
decisions are not great. The predominant focus in most trust agree
ments is on long-term growth. As will be noted in Section 4, bank 
trustees have tended to invest conservatively, essentially placing stock 
funds in medium and large rompanies with long-term growth potential. 
Turnover rates on pension funds are well below those of mutual funds 

(sec Table 5-:3). riefiy, short-run variations in business conditions 
and interest rates do not appear to affect decisions regarding the share 
of the portfolio devoted to stocks. Since trust departments manage a 
huge volume of assets, with large new fund flows, it is not easy to 
pursue an aggressive investment policy which is responsive to short-run 
changes in bond and equity markets. 

The future cOurse of J?ension fund investment has been the subject 
of considerable speculatIOn. The direction of future fund flows will 
reflect rates of return on alternative credit instruments. A recent sug
gestion that the flow of funds into rorporate stock might stabilize or 
peak at about 60 percent, and similarly the suggestion that pension 
funds would increase their involvement in mortgages, is contradicted 
by the 1967-68 experience.21 Corporate stock accounted for approxi
mately 85 percent of fund flows in 1967 and 1968 and for 75 percent 
in 1969. 

A limited number of pension accounts have adopted a riskier mar
ket strategy since 1967. Aggregate turnover rates for pension funds 
al'e up significantly since that date. Some pension accounts have been 
switched from bank trust departments or self-management to private 
investment advisers or brokers managing special equity funds. These 
managers are generally offering a level of expected yield and asso
ciated risk that lies between the traditional conservative bank trust 
department philosophy and the high risk startegy represented by the 
smaller "performance" oriented mutual funds. Bank trust departments 
lmve also responded in a limited way to their treasurers interest in 
!H!smning more risk, by creating pooled equity funds within the bank 
that twe oriented toward a higher turnover, high "performance" objec
tive. A modest share of individual pension accounts are invested in 
such accounts, at the discretion of the corporate treasurer (often lim-

21 Ibid., pp. 92-97. 
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ited to 10 per cent). In one instance, such a pooled equity fund con
stituted $800 million of the banks total trust assets of $12 billion.22 

How much risk corporate treasurers will assume in managing their 
pension funds in the future is difficult to predict. 
b. State and Local Retirement Fund8 

The characteristics of fund flows and investment objectives of state 
and local retirement funds are not unlike those of private pension 
funds. However, political factors to date have resulted in a rather con
servative investment strategy-a large share of funds invested in pub
lic securities and a very small share in corporate stock (Table 5-3). 
Public retirement funds have generally been managed by state or 
municipality treasurers. Funds have been gradually shifted from U.S. 
government and state and local securities into corporate bonds and, 
more recently, into mortgages. The share invested in stocks has been 
quite small, less than 5 percent of new funds up until the middle 1960's. 
Throughout this period the performance on such portfolios has been 
disappointingly 10w.23 A weak negative correlation exists bebyeen 
changes in interest rates and the share of funds devoted to corporate 
stock. For the period 1948-68, the share of funds devoted to stock by 
state and local retirement funds can be represented as follows: 

( 
88 ). (RB) 

8TA =.1728+.0042(t)-.1651 HB 1 
I (1.52) (3.34) (1.48) -

R2=.3955 
D.W.=1.86 

where S is stock purchases, T A is total assets, and RE is the interest 
rate on three to five year government bonds. Stock prices were not 
statistically significant in the equation. 

The investment policies of public retirement programs appear to 
be changing rather dramatically in very recent years. Since 1967, 
the share of funds devoted to corporate stock has been rising rapidly; 
in 1967 and 1968, 15 to 20 percent of net fund flows were allocated to 
corporate stock versus below 5 percent in earlier years. ~While the 
process of liberalizing legal restrictions and political constraints on 
the investment of such funds is likely to progress in an uncerta,in 
fasion, there appears to be a potential for a further rather dramntic 
shift to corporate equities. In 1969, Oregon pioneered a new approach, 
that of allowing outside professional managers to lmudle a portion of 
equity funds with full dIscretion. Other stutes appear headed in the 
same direction.24 It seems likely that state and local government re
tirement funds will devote a much larger share of their funds to cor
porate stocks, as corporate pension fimds have already done. 
c. Life Insurance 001nparnie8 

Life insurance companies have historically been very conservative 
investors, on the presumption that their fundamental objective should 
be the safety of the principal. As a result over three-fourths of all 
life insurance assets have been invested in corporate bonds !lnd 
mortgages (Tables 5-~ and 5-4). A variety of statutory and institu-

22 Robprt 'L. DonerRteln. "Bankers Trustman Furnum Has 1IIost of the Answers," Finance, 
Vol. 88. Feb., 1970. pn. 10-15 . 

.. Murray. Oil. cit., pp. 102-1 10 . 
•• "Oregon Blazes the PensIon Trail," The In8titutional Inve8tor, February 1970, pp. 

41-47. 
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tional considerations reduced the investment alternatives in corporate 
stock which were available to life insurance companies; state laws pro
vide very strict limitations.25 Most life insurance company assets are 
held by companies licensed in New York. Originally, New York State 
law prohibited investment in corporate stock. Relaxation of this re
striction in 1951 allowed life insurance companies to invest up to 3 
per cent of total assets in common stock; an amendment in 1957 raised 
the limit to 5 per cent. The law also prescribes limits on the type of 
company whose stock is eligible. A company must have paid a dividend 
in each of the previous ten years, and dividends must not have ex
ceeded earnings in any yen,r. Obviously, these restrictions severely 
limit the choice of stocks open to life insurance companies. 

The extent to whieh statutory limitations have reduced the share of 
fund flows that life insurance companies devoted to equities is the 
subject of some dispute. Brimmer noted that in 1951 when the first 
significant liberalization in the New York State law occurred, life 
insurance companies invested 40 per cent less in stocks than in the year 
before.26 A survey of the industry in 1959 revealed that an overwhelm
ing majority opposed substitution of the prudent mall rule in place 
of 'statutory I imitations. However, more than half the industry wanted 
the New York State law liberalized, to allow 10 per cent of a portfolio 
to be invested in stocks.27 In general, the investment policy of life 
insurance companies through 1965 was quite conservative, reflecting 
an ingrained tradition focusing on protecting the principa1.28 Annual 
acquisition of common and preferred stock since 1958 are shown in 
Tables 5-5 and 5-6. 

The rules for valuation of assets constitute the second major deter
rent to stock investment by life insurance companies. Most life insur
anco companies are mutual companies and are required by law to 
return profits in excess of a stated level of net policy liabilities. Deter
mining asset values is thus critical in affecting a company's cash flow 
and has been the subject of dispute in the industry almost since its 
beginning.29 Valuation of stocks is required to be at market value, 
though in 1957 some modification was made for preferred stocks. This 
in turn is the basis for determining the reserves from which dividend 
payments are made. "Overvaluation" of assets due to temporary price 
increases leads to higher dividend payments, while "undervaluation" 
by using 'temporarily depressed security prices produces huge paper 
losses. In actual practice, valuation rules are often changed and often 
suspended when large changes occur in securities prIces. Fraine's 
study of the effect of valuation policy and practices suggested that the 
industry's valuation procedures may have reduced real solvency.3o For 
present purposes, the most significant consequence is that the rules 
have discouraged investment III securities with above average risk, 

211 For a review of state laws and their effects, see Life In8urance Companie8 a8 Financial 
In8titution8. lIIonoA'raph for the Commission on Money and Credit, Englewood Cliffs, N.J., 
Prentice-Hail. 1062. pp. 75-150 . 

.. Andrew Brimmer, Life In8urance Companie8 in the Capital Market8, E. Lansing, 
lII\chlA'an State University Press, 1962, pp. 340-341. 

07 Ibid., pp. 347-357. 
"" Hart. "J,lfe Insurance Companies and the Equity Capital Market," Journal of Finance 

(1065). pp. 362-367. 
"'I~or a A'ood historical review, see Life In8urance Companie8 a8 Financial In8titUtiOn8, 

pp. 166-173. 
ao Harold O. Fraine. Vahlation of Security Holding8 of Life In8urance Companie8, Home

wood, III., Richard D. Irwin, 1062, pp. 20-21. 

53-040 O-71-Pt. 6---15 
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in both common and preferred stock.s1 The disincentives to invest in 
preferred stock have cost the industry a substantial amount since their 
return in the long run has been well above corporate bonds.R2 The op
portunity cost of largely remaining out of the equity market in com
mon stocks is even greater. 
d. Nonlife Insurance Oompanies 

The growth of fire and casualty insurance companies has been much 
more sporadic than that of life insurance companies, and short-run 
changes in fund flows tend to be substantial. From 1946 through 1965, 
net fund flows fluctuated from $600 million to $1,800 million yearly, 
with little evidence of trend or business cycle effects. Since 1966 
growth has been much more rapid; in both 1966 and 196'7 fund inflows 
exceeded $2 billion, and in 1968 they were over $3 billion. 

Instability in fund flows has induced nonlife insurance companies 
to invest significant amounts in government securities which serve 
largely as a hedge against uncertainty. The observed short-run varia
tion in government security holdings largely reflects variation in 
claims (d. Table 5-'7). As with other financial institutions, govel'l1-
ment securities made up a large share of their assets after World War 
II. These were sold in the postwar period. Government securities have 
now been rednced to about one-tenth of the asset holdings of nonlife 
insurance companies. 

Nonlife company investment portfolios exhibit several distinct 
trends and tradeoffs. First, a large share of funds is invested in state 
and local securities; unlike pension funds, nonlife companies are sub
ject to corporate income tax and hence the tax-free status of municipal 
securities has proven attractive. However, their share in total funds 
has fallen over time while investments in corporate bonds and mort
gages has risen, even though the after-tax yield on state and local 
'government securities has been considerably higher. Relative rates of 
return are not I statistically significant in explaining this tradeoff, nor 
are short-run changes in interest rates. However, during periods of 
declining fund flows the share of funds devoted to bonds fal1s, while 
conversely an increasing share is devoted to state and local securities. 
The following equations using annual data for the postwar period 
illustrates these tradeoffs. Net fund flows were defined exclusive of 
variation in government security holdings, which approximates the 
portion of assets that may be invested with a longer time horizon. 

(24) 
oSLG o(TA-G) I 

o(TA G)t =.9701 -.0714(RB)-.1838 o(TA G) 
- (1.99) (1.87) (2.19) - 1-1 

R2=.4008 
D.W.=1.54 

oB o(TA-G, 
o(T4 G)t =.1l20 +.0797(RB) +.1874 o(TA G) 

~ - (2.29) (2.08) (2.22) - I-I 

(25) 

R2=.4065 
D.W.=1.82 

31 Lawrence D. Jones, Inve8tment Policie8 of Life In8urance Oompanie8, Division of 
Research, Graduate School of Business Administration, Harvnrd University, Boston, 1968, 
pp. 143-145. 

33 Alden C. Olson, The Impact of ·Valuation Requirements on the Preferred Stock Inve8t· 
ment Policie8 of Life In8urance Oompanie8, Occasslonal Paper No. 13, Graduate School of 
Business Administration, Michigan State UniverSity, 1964. 
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where B bonds, SLG=state and local government securities, and 
TA-G=total assets less government securitIes. 

Finally, there is no statistical explanation for the share of funds 
devoted to stocks. Neither fund flows, relative rate of return, or short
run changes in the capital markets appear relevant. The most notice
able occurrence is the rise in the share of funds devoted to corporate 
stock since 1967. This may be the result of a change in investment 
strategy or it may simply reflect the more than doubling of net fund 
flows over this two-year period. 

e. Mutual Funds 3S 

Investment strategy varies among different types of mutual funds, 
though only those most interested in safety of principal or income hold 
any appreClable part of their funds outside of stocks. In the aggregate, 
the industry invests 85 per cent of fund flows in corporate stock. The 
industry's "portfolio response" to changes in interest rates or stock 
prices in the aggregate is to alter marginally (by a few per cent) its 
cash holdings. 

The most significant change in iuvestment strategy by mutual funds 
occurred very recently. Many fupds have increased the risk they are 
willing to take, placing greater emphasis on short-run performance. A 
much larger share of assets have been invested in smaller companies 
and unlisted securities. Also, turnover rates have increased sharply, 
from their long-run norm of about 20 per cent through 1965 to levels 
twice that high in 1968 (Table 5-8). A recent survey indicated that 
the funds expect their turnover rates to remain at these high levels in 
1975.84 These changes are discussed below. 

An adequate analysis of the portfolio structure of investment com
panies and changes in portfolios for the entire postwar period would 
have gone far beyond the scope of this study. Moreover, such a study 
has been made for limited periods in the 1950's (the Wharton Study), 
and one for recent years is now being undertaken by the Security and 
Exchange Commission's Institutional Investor Study. It may there
fore suffice to indicate in Table 5-9 the industrial breakdown of stock
holdings of open-end investment companies at a few benchmark dates 
between 1952 and 1968 and to compare it with a similar breakdown of 
all common stocks listed on the New York Stock Exchange. The com
parison will indicate the industrial sectors favored or neglected by 
open-end investment companies. Thus, for instance, mutual funds have 
always held a considerably smaller proportion of their portfolio in 
stocks of public utilities, railroads, automobiles and chemicals than 
corresponds to those industries' share in NYSE listings or total stock 
outstanding.35 On the other hand, mutual funds have invested more 
heavily in electronic,36 drug and building material companies than 
corresponds to the relative supply of shares of this type. 

83 Investment Companv Institute, Management Investment Oompanies, Englewood Cliffs, 
N.J., Prentice-Hall, 1962; University of Pennsylvania, Wharton SchOOl of Finance and 
Commerce. A Study 0/ Mutual Fund8 (House Report No. 2274, 87th Congress, 2nd Session). 
Philadelphia, 1962; U.S. Securities & Exchange Commission, Publio Polioy Implications 0/ 
Investment Oompanll Growth (Report to the House Committee on Interstate & Foreign 
Commerce). Washington, D.C., ,1966. 

s'Danlel Nordby and George DeVoe, "Secret Sales Tools for Researching Tomorrow's 
Institutional Buyer." Finanoe, Dec~mber 1969. p. 26. 

m; The apparently high share of stock of financial companies In mutual fund portfOliOS 
of course refiects the fact that only relatively few companies in this sector are listed on 
the NYSE. 

3. Th~ comparison should bE' made for the sum of lines 1 and 2 In Table 5-9 because of 
apparent differences In Industrial classification of Identical companies (probably Including 
IBM) In the two sources used in the comparison. 
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f. Per80nal Tru8ts and Oommon Tru8t8 
Systematic data on the investment portfolios of personal and com

mon trusts unfortunately are unavailable. Common trust funds were 
initiated in the 1.030's as a means by which banks could exercise fidu
ciary responsib1lity for small trusts at low costs. After the passage 
of the Keough Act i.n 1062, common trust fund assets have grown from 
$3.6 billion m 1962 to $9.5 billion in 1968.37 Generally a conservative 
investment strategy has been followed. Turnover rates have histori
cally been well below other institutional investors; during the 1960-
64 period, one study showed that over half of the equity common tr.ust 
funds surveyed had turnover ranging from 3 to 9 percent.3S Durmg 
this period only half of the funds outperformed the D.TIA and only 
one-fomth exceeded the S&P 500 Index.39 More recent studies for 
the period 1961-68 i.ndicate that the fund performance has been 
comparable to the S&P 500.40 During this period a gradual evolution 
occurred toward investing a higher percentage of funds in corporate 
stock, as is evident in Table 5-10. Compared to other institutional 
investors, common trust funds have kept a relatively large part of 
their stock portfolio in conservative preferred and utility stocks 
(see Table 5-11) . 

Much less is known about the investment decisions of personal 
trusts. The share of total assets held in stock has risen over the post
war period, from 48 percent in 1951 to 10 percent as shown in 1068 
(see Table 5-12). As noted earlier, fund flows can only be derived 
from reported changes in asset holdings at year-end and, hence, in
vestment decisions regarding new commitments cannot be accnrately 
determined. It appears t.hat. trustees have pursued very conservative 
policies; one survey indicated that turnover rates during the week 
October 21-25, 1963, on private trusts were 2.5 percent, a level well 
belowthat of pension accounts.41 

g. Oom;rnercial Bank8 and Thrift Institution8 
Commercial banks and savings and loan associations are prohibited 

by law from holding corporate stock. Mutual savings banks are per
mitted to hold stock, but have to date chosen to make little commit
ment in this area. Even in 1968, stocks represented less than 3 percent 
of their assets although net stock purchases in 1967-68 acconnted for 
5 percent of total fund uses (Table 5-13). Stock portfolios are concen
trated on preferred shares and common stocks of banks and ltll invest
ment company jointly owned by a number of savings banks (Ta,ble 
5-14). It seems unlikely that banks will become active palticipants in 
the equities market. 

h. Summ.ary 
The shift of institutions into stocks over the postwa,r period does not 

lend itself to any complex econometric explanation. Rates of retUl"l1 
on equity have been much ahove bond rates throughout the period. The 
shift to stocks appears a belated and long process of adaptation to 
these circumstances. 

37 Enwln w. Hanczaryk. Bank Tru8t8: Inve8tment8 and Performance, Department of 
Banking ann Economic Research, Office of the Comptroller of the Currency. 1!l70, p. 34. 

M Frnnk L. Voorhplr, "Rank Administered POOled Eqnlty Funds for Employee Benefit 
Plans," Graduate School of Business Administration, Michigan State University, 1067, 
p.53 . 

.. Ibid., pp. 60-72. 
40 Edward Gill, "Equity Common Trust Funds," Tru8t8 &; E8tate8, February 1060, 

pp. 109-200: Hanczaryk. Of). cit., pp. 52-56. 
41 NYSE, Institutional 8hareowner8hip, 1965, p. 41. 
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4. THE RETURN ON EQUITY AND INSTITUTIONAL 
INVESTMENT SINCE 1967 

The sharp shift to stock by all major institutional investors in 1967 
and 1968 occurred at a time when returns on equ~ty were less attrac
tive relative to bonds than any time throughout the postwar period. 
Institutions appear to have changed their expectations regarding the 
future return on equity investment in response to the high return 
earned by a segment of the mutual fund industry. "Growth funds" 
have increased the proportion of their asset holdings in medium-sized 
and smaller companies and have assumed more risk, a strategy which 
contrasted sharply to the traditional practice followed, e.g., by most 
bank trust de1?artments. The publicity about growth funds' "perform
ance" and ,theIr approach to investment since 1967 apparently induced 
some pension and other trusteed accounts to assume more risk, and 
inflated expectations of many institutional investors. 

a. The Return. on Equity 
Several indices which measure the return (price appreciation plus 

dividends) on different groups of equity investments are shown in 
Table 5-15. Dividend yields have been falling relative to capital gains 
throughout the postwar period. Rising tax rates, the provision for 
lower capital gains taxation, and the advantages to corporations of in
ternal financing seem to be the principal reasons for thIS change. 

The explanations for the trends in stock prices and much of their 
short-run fluctuation lie in rather fundamental economic factors, which 
affect the expectations of all actual and potential corporate stockhold
ers. The value of stock prices in turn responds to these changes in ex
pectations. Price-earnings ratios are the best single measure of in
vestors' expectations concerning the further return on equity invest
ments. A doubling of price-earnings ratios occurred from the end of 
World War II to their peak in 1961 (see Table 5-16)~ The upward re
vision in these ratios during the 1950's suggests the increasing belief 
of investors that equity investments were underva.lued relative to bonds 
in that decade. This increase in multiples accounted for over half of 
the growth in stock prices during this period, which increased at an 
annual rate of about 20%. Since 1961, multiples have fluctuated in the 
13-20 range. The 10 percent annual rate of increase in stock prices 
from 1960 through 1968 essentially mirrors the growth in after-tax 
corporate profits. 

In addition to these changing trends, the composition of returns' 
among companies has changed. While the indices of stock prices are 
highly correlated, the more broadly based averages, the Standard & 
Poor's 500 Index or the New York Stock Exchange Index of all stocks 
on the Exchange, have a higher long term growth rate than the Dow
.Tones Industrial Average (DJIA), which is made up of thirty of the 
hLrger, more established companies. From 1950 through 1959 the com
pound rate of growth was 19.5 percent for the DJIA, versus 2Q.3 per
cent for the Standard and Poor 500 index. From 1959 through 1968, 
the rates of increase were 9.2 percent and 10.9 percent respectively. 
From 1967 through 1969 the differences between these two indices be
came even more pronounced, about 4 percent annually. The indices of 
American Stock Exchange stocks and of industrial stocks traded over 
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the counter (Table 5-15), which are based primarily on the shares of 
smaller, younger companies, also illustrate this growing differential 
between large and small companies. From 11)65 through 1968 the 
American Stock Exchange Index rose 120 percent, and over the 
counter stocks rose 8~ percent, against 24 percent for the S&P index. 

The basis for this ever-increasing gap between the DJIA and the 
broader-based averages reflects a long run shift in the pattern of ~co
nomic growth. A systematic examination of growth by corporatIons 
in the United States economy would go well beyond the scope of this 
study. However, a brief review of the experience of the FO'J,t1l'ne 500 
indicates that the smaller companies are growing the fastest. (The 
Fortwne 500 is the 500 largest manufacturing firms, comprising 63.7% 
of all manufacturing sales in 1969. Statistics for the "Second 500" 
largest firms, first compiled by Fort~lne for 1969, revealed that this 
group accounted for 6.5% of sales). The fifty largest manufacturing 
firms in the Fortttne 500 have sustained a slower growth rate since 
the beginning of the economic expansion in 1961,42 through periods 
of both rapid and slower growth. In 1969, sales by the 50 largest 
firms rose 6.5 percent over the previous year, while the sales growth 
of the entire 500 was 9.7 percent. Sales growth for the "Second 500" 
firms was 11.7%. In earnings, the top 50 registered a decline of 4 per
cent in 1969 compared to a rise for the 500 of 2 percent and a rise 
of 8.6% for the "Second 500." 43 

Much the same pattern appears in earnings per share n,nd stock 
price appreciation; for the decade 1956-66, the average growth rate 
III earnings per share for the 50 largest firms was 7.0 percent, while for 
the bottom 50 of the Fort'une 500 the average was 8.2 percent.44 (If 
Westinghouse is excluded, the mean for the top 50 drops to 6.5 percent. 
Westinghouse rose 51.3 percent from an extraordinarily depressed 
level. This was the highest rate of growth of any company in the 
500; furthermore, only three other firms had growth rates exceeding 
30 percent.) In the more recent five year period, 1964 to 1968, 22 of 
the 100 firms with the highest stock price appreciation over this period 
had a market capitalization of $1 billion at the end of 1968; of the 
100 at the opposite end of the scale, 31 were firms with a capitn,lization 
of $1 billion. For the entire decade 11)60-69, the largest 50 firms achieved 
an average growth rate in earnings per share of 5.94% ; for the entire 
500 the growth rate was 7.01%, and for the smallest 50 firms of the 
"Second 500" it was 10.21%.45 In short, the highest growth in sales, 
earnings, and opportunities for equity investment has generally been 
outside the largest companies. 

D. Bank Trtlst Department Equity 111 anagement 
As noted earlier, there are two major money management groups 

in the financial community, bank trust departments and the mutual 
fund organizations. In recent years the differences in management 
strategy of these two groups have become pronounced, as have the 
results. Examination of these differences is important in analyzing the 
current flow of institutional funds to the equity market and in pr('.
dieting likely trends in the future . 

.. FOI·tune 500 Directory, 1967. p. 1. 
'3 Fortune. MRY 1970. pp. 182-183; Fortune, June 1970. pp. 982-99 . 
.. Ibid., May 1969. pp. 63-72 . 
.. Fortune 500 Directory, May 1970, PP. 182-183; Fortune, June 1970, pp. 98-116. 
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A trust agreement is an arrangement by which the trustee assumes 
fiduciary responsibility for managing assets for the benefit of another.46 

The agreement typically defines that responsibility, the degree of dis
cretion of the trustee and the rules for distributing benefits of the trust. 
The definition of fiduciary discretion has many dimensions; often it 
limits the extent of corporate stock and other types of investments; it 
may impose limits on the share of funds that may be invested in a 
single company; and it may layout guidelines, indicating which com
panies are eligible. Also, state laws and state courts interpret the 
nature and limits of trustee discretion differently. In some cases the 
trustee is limited to selecting from a "legal list" of eli8"ible investments 
maintained by many states. Within the agreed upon lImits of fiduciary 
responsibility trustees typically are limited by the "prudent man" 
rule.47 

Trust agreements and investment l?olicies vary for different kinds 
of accounts. For example, the uncertamty associated with the liquida
tion date of many personal trusts forces the trustee to be more attentive 
to liquidity and short-run changes in portfolio values. Tax considera
tions also matter; for example, corporate pension funds are tax free 
and hence are not invested in state and local government securities. 
However, despite these differences the percentage of assets invested 
in stocks by these three groups in 1968 was nearly identical: 64.1 per
cent by employee benefit accounts, 63.8 percent by personal trusts and 
estates, and 59.6 percent equity management for employee pension 
accounts.48 

Historically the investment strategy for investing in stock on behalf 
of pension funds has been conservatIve, with most funds invested in 
large companies and with turnover rates on such holdings well below 
those of mutual funds. The first comprehensive survey of pension fund 
holdings was conducted in 1955 by the New York State Banking De
partment. The survey revealed that the stock portion of pension funds 
tru~teed by New York banks were mainly concentrated in the largest 
stocks. As of December 31, 1954, almost 61 percent of pension fund 
investments were in stocks of companies whose capitalization had a 
market value in excess of $500 million and 14 percent in stocks of com
panies with valuations under $200 million; the comparable figures for 
all outstanding common stock were 52.6 percent and 25 percent respec
tively.49 The 1956 Fulbright Committee investigation of thirty large 
pension funds revealed the same concentration of stock investments 
in a few large, well-established companies. From 1953 to 1955, almost 
25 percent of the equity investment of corporate pension funds was in 
25 leading companies. In contrast, such companies attracted only 15 
percent of mutual fund investment during that period. 50 

Trust departments gradually diversified their equity investment 
during the 1950's. The survey of the portfolios of ten large bank 

•• Cf. Austin W. Scott. The La", of Trusts, 3rd ed .. Boston, Little Brown & Co .. 1967. For 
application to pension fUnds, see Pension Plan Guide, Commerce Clearing House, Inc., 
ChlcnQ'O. 1964. 

<7 Harvard College versus Amory (1835) . 
•• Hanczaryk, op. cit., p. 21. 
•• Georll'e A. Mooney. Pension and Other Emplollee Welfare Plans: A Survey of Funds 

Held by State and National Banks in New York State, New York, 1955; and Norman C. 
Miller. "Concentration In Institutional Common Stocks Portfolios," Journal of Finanoe, 
XVI. March 19111. Pp. 40-41. 

6. U.S. Senate, Committee on Banking and Currency, Institutional Investors and the 
Stock Market, 1958-1955, Washington, 1956. 
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trust departments for 1958-1959 bore this out: only 16.5 percent of 
purchases were in the abovementioned group of 25 companiesY This 
process of diversification has continued into the 1960's. However, turn
over rates have remained relatively stable, about 12 percent, in the 
decade through 1965, less than half the level of mutual funds. 

The aggregate return on trusteed pension funds can be inferred from 
various sources. A questionnaire survey of the largest 200 firms among 
the Fortwne 500 revealed that the common stock portfolios of these 
pension funds appreciated at a compound rate of 7.2 percent from 
January 1, 1957, to December 31,1962.52 During that same period the 
average annual increase (price appreciation plus dividends) of the 
DJIA was 9.1 percent; for the S&P 500 indices, 10.9 percent. Dietz 
found similar results in his examination of the return on six large 
pension funds for 1953-62. The average annual appreciation for the 
funds was 12.0 percent over the period versus 13.1 percent for the 
DJIA and 13.6 percent for Standard and Poor's Index of 425 Indus
trials. There were no subperiods during which the performance of the 
funds differed appreciably from the averages. He also found no evi
dence that these pension funds attempted to shift the share of funds 
devoted to equities in response to market conditions.53 

The results are little different for more recent years. A recent survey 
of some.894 profit-sharing pension trusts records of asset appreciation 
during the period 1959-66 reveals much the same result.54 The asset 
size of these funds ranged from under $50,000 to over $25 million; 
taken together they had assets valued at $4.1 billion at year-end 1961, 
equal to 12 percent of all uninsured pension fund accounts. About one
half of these funds made their own investment decisions, while the 
other half relied on a trustee. Most of the trust agreements did not 
restrict the trustee to the "legal list." General1y bank and trust com
panies were the trustees, hence this sample should reflect the experi
ence of a wide group of bank trustees. 

For the 46 largest of these profit-sharing trusts, i.e., all those with 
assets in excess of $10 million, the average overall return for the period 
1959-63 was 8.4 percent.55 At the end of 1961 these profit-sharing 
trusts held 64 percent of their funds in common stock. Assuming a 
return on the nonequity portion of their investments in the range or 
3 to 4 percent, these funds' were earning 10.9 to 11.5 percent on their 
equity investments. This return is slightly above the return on the 
DJIA, which rose 7.3. percent in price over this period and yielded 
slightly over 3 percent in dividends. Within this group of 46 profit
sharing trusts, there is a distinct correlation between rate of return 
und share of funds held in equities.56 As one might suppose, in the 
1966 market decline the portfolios of these funds declined more than 
the aggregate of all pension funds, 7.9 per cent versus 5.7 per cent, 
though much less than the market averages. 57 

., ROl1cr F. Murray. "Economic Aspects of Pensions: A Summary Report," New York, 
NBER, 1968, pp. 81-82 . 

.. F. WllIlam Grnham II and Richard D. Bower. "Corpornte Responsibility In Pension 
Fund Management," Graduate School of Business Administration, Harvard University. 
unpublished monogrnph. Exhibits 13 and 14. 

Ii3 Peter O. Dietz, Pension Funds: Measuring Investment Performance, New York, GrAdu· 
ate School of Busln('ss Administration, Columbia University, and the Free PreRs of Glen· 
coe, 1966, pp. 80-83 . 

.. n"rt L. III('tzger. "Investment Prnctlees. P('rformance, and lIIana/!'cment of Proflt 
Sharing Trust Funds," Profit Sharing Research Foundation, Evanston, Illinois, 1969. 

GIl Ibid., p. 360. 
M Ibid., pp. 372-375. 
67 Ibid., pp. 427-428. 
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Finally, the return on all uninsured pension funds for the period 
1959-66 has been estimated to be 5.8 percent. 58 With roughly 50 percent 
of the portfolio in nonequity investments yielding from 3 to 4 percent, 
the implied return on the equity portion of the investment is 7.5 to 8.5 
percent. During that period the rate of return on an unmanaged port
folio made up of the D.JIA stocks exceeded 10 percent. 

In short, it appears that historically the average appreciation of 
equity investments of the bank trust departments is not significantly 
different from that realized by the more conservative stocks of com
panies with large capitalizations, as represented e.g., in DJIA. What 
appears to have occurred as a result of the diversification in trust 
department investments in the late 1950's and early 1960's is that 
average performance now is better approximated by the more compre
hensive stock price indices. As noted above, concentrating stock invest
ments in the stocks of the companies with the largest capitalization is 
likely to result in lower rates of return. This difference in growth rates 
has widened since 1966, as evidenced by the increasing ~ap between 
the D.JIA and the more comprehensive stock market indICes. 

c. The Inve8tment Record of "Mutual Fund8 
The investment record of the mutual fund industry has been scruti

nized several times.50 In every case asset appreciation of the mutual 
funds was essentially .the same as that of the relevant securities price 
averages.60 In the 'Vharton School examination of the period 1953-58, 
it was concluded that the mutual funds had not outperformed the 
DJIA. The same conclusion could be reached in 1964. However, since 
1965 the performance of the "growth funds" has been distinctly better 
t.han that of all the popular averages. This is evident in Table 5-17. As 
a result, the cumulative appreciation of an investment in the growth 
funds over the ten-year period 1960-1969 was well above that realized 
by the averages, about 145% versus 60% for the DJIA. The mutual 
funds stressing safety of principal or yield (growth and income or 
income funds) have also appreciated at a rate somewhat above the 
DJIA. 

The higher rate of assets appreciation by the growth funds is the 
result of adopting a higher-risk strategy, diversifying to smaller 
companies and small-capitalization stocks. This strategy, of course, 
leaves the growth funds more susceptible to downside risk as well. 
These funds sustained sizable losses during the 1969-70 stock market 
decline, as shown in Table 5-17. During 1969 the growth funds de
preciated 15.8 percent, comparable to the decline in the DJIA but 
slightly more than that in the broader averages, e.g., the NYSE in
dex. In 1970 the performance of the growth funds relative to the 
market worsened; during the first six months of 1970, they had fallen 
31.0 percent, while the NYSE index declined about 23 percent. How
ever, for the two and one-half year period January 1, 1~68, to June 30, 
1970, t.he growth funds, decline was just comparable to that of the 
NYSE index; given their much superior performance relative to the 
market from 1965 to 1967, their cumulative appreciation since 1965 

os Ibid., p. :159. 
G. U.S. S('curltles and Exchange CommIssion. Inve8tment Trust8 atHI Inve8tment Com

IHIlIit:S. 19H9 : Wharton f'lchool of FInance and Commerce. A Study of Mutual Fund8, House 
Report No. 2274, 87th Cong., 2nd sess. (1962) ; SEC, Public Policy Implication8 of Inve8t
ment Compa1lY Growth, House Report No. 2337, 89th Cong., 2nd sesS. (1966). 

00 Thl8 Wit" first noted In the SEC study of the perIod 1927-37 (Inve8tme1lt Tru8t8 and 
Inve8tment Companie8, Part II, Chapter VI and AppendIx J.) 
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still greatly exceeds that of the market. The mutual funds' gains rel~
tive to the market when stock prices were rising more than offset theIr 
disproportionate losses in the market decline. 

These comparisons were made as of June 30, 1970, the last date for 
which data are available. Because of the higher-risk strategy assumed 
by the growth funds, the low point of It "market cycle" provides the 
worst possible basis for comparing their performance to the averages. 
It seems unlikely that further stock market declines will be of suffi
cient size to invalidate the conclusion that the growth funds can sig
nificantly "outperform" the averages, though at the same time they 
raise the variance on returns. 

Nor is this conclusion necessarily invalidated by the speculative 
market environment of 1967, which contributed to the very high 
rates of return of the smaller growth funds. The equities markets dId 
provide unusually large rewards to speculative investment in small 
Issues during 1967 and 1968. While the NYSE index increased by 23.1 
percent in 1967 and 9.7 percent in 1968, the increases on the American 
Exchange were 76.5 percent and 33.2 percent, and those for the N a
tional Quotation Bureau's Over-the-counter Index were 54.0 and 20.8 
percent. Also, the performance figures of many funds were inflated by 
the acquisition of "letter stock," unlisted stock (which the company 
would list at a subsequent registration or offering) purchased from a 
company at below t~e market price and valued by the fund each 
quarter at the current market price. Acquisition of letter stock was a 
source of large gains by the purchasing fund if the market price of 
the company's stock continued up and there was It market for its sale 
after public listing. 

On the other hand, it is always hazardous to make too much of 
"extenuating circumstances" in the stock market. The opportunity 
for speculative investment in 1967 was by no means unprecedented. 
The downside risk associated with speculative investment, e.g., in "let
ter stock," may well be fully reflected in the losses sustained by the 
growth funds in 1969-70. In essence, the higher gains by the growth 
funds over the entire period since 1965 reflect their realization that 
market opportunities were shifting away from the most highly capita
lized companies. It is their wider diversification and their greater 
flexibility enabling them to more rapidly adjust their portfolios that 
has produced the very sharp contrast in rates of appreciation on equity 
investments compared to the bank trust departments. 

These and subsequent comparisons of mean returns do not include 
specific measures of the risk element. It is clear that the growth funds 
have raised the variability of returns together with raising their ex
pected value. oth the expected return and its yariability need to be 
lllcluded in measuring portfolio performance.61 The proper measure 
of risk remains the subject of some controversy; 62 most analysts em
ploy either the standard deviation or the mean absolute deviation. 
Abstracting from an explicit risk measure in this discussion is not 
critical since there is a high correlation between portfolios' expected 

., Jack Treynor. "How to Rate l\Ianngement of Investment Funds," Harvard BUBlncss 
Rcview, XXXXIII, Jan,-Feb., 1965, pp. 63-79; Wllllnm F. Sharpe, "Market Fund Per
formance," Journal 0/ Business, XXXIX, Supplement, ,Tune, 1966, pp. 119-130; Ira 
Hor!lwltz, "The Reward to Variability Rates and Mutual Fund Performance," Journal 0/ 
BUSIness, XXXIX, Oct. 1966. Dp. 485-488 . 

.. Fama, "Risk and the Evaluation of Pension Fund Portfolio Performance," Bank 
Administration Institute, Park Ridge, Ill., 1969. 
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returns and portfolio performance measures which include both ex
pected return and risk. That expected returns dominate most measures 
of overall portfolio performance arises because much stock price varia
bility is associated with general market risk which is not mitigated by 
company selection or diversification.03 

One other important dimension to mutual fund performance since 
1967 is the interrelationship between fund performance and fund 
size.04 Neither the 'Wharton School study of the period 1953-58, the 
SEC study for 1956-65, or Friend's recent study of the 1964-68 period 
revealed any correlation of mutual fund performance with size, after 
stratifying funds by their different objectlVes.05 However, year to year 
comparisons of the growth funds since 1967 reveal that "size" has 
been significantly correlated with performance, the highest rates of 
appreciation being achieved by the smaller funds. 

Table 5-18 presents yearly performance of all growth funds, classi
fied by size of assets in each y-ear since 1964.00 In 1965 the two funds 
with assets in excess of $1 billion had a significantly lower average 
gain than the rest, and in 1966 funds with less than $100 million sus
tained below-average losses. Beginning in 1967, the size effects are 
rather pronounced. Average fund appreciation declined markedly with 
fund Size, excert for the Dreyfus Fund, the largest of all with assets 
of over $2 billIon. None of the ten funds with over $500 million in 
assets achieved an increase equal to the mean level of gains by all 37 
funds with less than $300 million of assets at the year's end. In 1968, 
the SaJlle inverse correlation of average performance and fund size 
appears, again with the exception of the Dreyfus Fund and exclud
ing one other entry, the Enterprise Fund, from the size class $500 
million-$1 billion.o7 In the 1969-70 market decline, the smaller funds 
sustained the largest losses.os 

There are several reasons for these relationships between assets 
appreciation and fund size.69 First, important economies can be real-

03 John Lintner, "Security Prices, Risk, and lIIaxlmal Gains from Diversification," 
JOt/rnal oj Finance, XX, Dec. 1965, pp. 611-612; B. F. King, "lIIarket and Industry Factors 
In Stock lIIarket Behavior," Jot/rnal oj BU8ine88, XXXIX, Supplement, June, 1966, pp. 139-
140; Jack E. Gaumnltz, "Appraising Performance of Investment Portfolios," Journal oj 
}I'inance, XXV, June, 1970. Pp. 555-556 . 

.. For the period 1930-55 the correlation between size and performance was significant 
In only two of the years, and in those two the larger companies performed better than the 
811llllier ones (ibid., p. 474). 

OIl Wharton Report. pp. 210-230; SEC Report, pp. 255-273; Irwin Friend. lIIarshall 
Blume, Ilnd Jelln Crockett, Mutual Funds and Other In8titutional Inve8tors, The Twen
tieth Century ],'und, New York, 1970, pp. 60. 156. 

60 The same Ilnlllysis WIlS conducted of funds classified as having the objective of "Iong
term growth Ilnd Income." These funds represent Il step toward a more conservative invest
ment policy. The role of size In this class of funds would not be expected on a priori grounds 
to be so Important since the objective of a more stable return lends itself to investment In 
hlgh-capltallzlltion stocks Ilnd implies Il lower premium for high turnover rates. There 
were no size effects. 

6'1 The Enterprise Fund's performance of +44.3 per cent In 1968 Is four times the 
Ilvernge of funds of Its size (whose performances range from +0.4 to +14.3 per cent). 
The menn value of this ten-fund group Is rnlsed from 7.1 to 11.5 per cent when Enterprise 
is Included. Enterprise's performance has been exceptional; It grew from under $10 
million in 1964, and has each year conSistently outperformed Its competitors of similar size. 
(In 1961l, It fell 26.4 pcr cent; by contrast, other funds In Its asset clnss fell 10.9 per cent). 

08 In the first 6 months of 1970, growth funds with nssets from $25-100 million declined 
aO.57%, versus -26.76% for those with assets over $500 million (Arthur Lipper Service, 
"Mutual Fund Performance Analysis," June 30, 1970) . 

.. Several rensons mny explain why ],'rlend's recent study did not reveal these size 
1'I1'ects. First, his snmple was confined to 44 firms, those In existence In 1964 ; this excludes 
mllny new smnller firms who tended to assum~ more risk. Second. datn for the entire 11l64-68 
period may concenl tilt! Hlze effpcts which only nppenr since 1967. This tends to overstllte 
the growth of lllrger funds; mnny fnnds clnsslfled as Inrge in 1967 were lIluch smaller when 
they IIchicved their highest /:rowth. The typical experience In the mutual fund Industry 
durin/: this period WIIS for smaller funds with the highest rates of IIsset appreciation to 
nttract rnther lnrge fund Inflows. 
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ized by managing larger amounts. There are obvious administrative 
and management economies in employing specialized personnel to 
perform the rather diverse tasks of marketing, trading, research, ar. : 
portfolio manaO'ement. Also many cost items akin to overhead can be 
spread as fund' size increases; e.g., visits to companies being con
sldered as potential investments are an important part of the insti
tutional investors' research which those managing small funds are 
generaJly unable to afford. These economies have been well-docu
mented. One study of mutual funds revealed that those funds with 
assets over $400 million achieved per unit cost 50 per cent lower than 
funds with assets below $5 million.70 

There are other potential gains. For example, larger compa,nies have 
greater leverage in buying research or other market information from 
brokerage houses because they generate large commissions. The ab
sence of sufficient taper in commission rates for large transactions 
provides an obvious opportunity for those making large block trades 
to receive this sort of nonprice transfer in exchange for their com
mission business. As in any regulated market where prices and costs 
diverge, the competitive response is that of service or product compe
tition and various non price transfers. 

On the other hand, large funds have little or no size advantage in 
dealing in low-capitalization stocks. The "size of the market" in any 
stock will limit the amount of money any given investor can place in 
a stock without reducing his own liquidity or the flexibility to sell his 
position. The capitalization of the company and how closely the stock 
is held help determine the size of the market in a stock. A large fund 
may have to diversify its portfolio very widely when invl:lsting in small 
companies. Large funds apparently enjoy no scale economies III invest
ing small amounts in many issues. 

The potential economies and market advantage for large funds have 
not been realized in practice, as has become evident from this review 
of their investment record. Invariably those with large amounts to 
manage (both mutual funds and bank trust departments) ha.ve r.on
ceded some degree of market flexibility by reason of their size. One 
common tendency is to deal in the !ttl'ger companies, which reduces 
average expected returns. The largest accumulations of funds have 
also tlmded to be less active in the market. The much lower turnover of 
trust accounts relative to the mutual funds was noted earlier. Among 
mutual funds, there is an inverse correlation of turnover rates with 
fund size.71 This is not to suggest high turnover as an end in itself, 
but rather to indicate that the larger fund accumulations are pursuing 
a different market strategy. 

d. Summary Glnd Ooncluding Obse1'vations 
The contrast between investment practices and results of the bank 

trust departments and those of the smaller, capital-appreciation ori
ented mutual funds is striking. The trust departments are essentially 
investing with limited risk and achieving results reflecting the rate of 
equity price appreciation of the more established companies. The in
vestment return in the largest companies has sten,dily fallen below 
equity returns in the corporate sector generally, a difference which 
has increased markedly since 1966. 

70 SEC Report. p. 253. 
71 Wharton Report, pp. 210-228 ; SEC Report, pp. 254-55. 
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In sharp contrast, some of the mutual funds have assumed more risk, 
and achieved records of price appreciation, even discounting "special 
circumstances," which are well above the broadly based averages. 
Moreover, these above-average rates of asset appreciation are1not being 
achieved by the largest funds, e.g., those with assets in excess of $1 
billion, whIch perform essentially as the broader based market aver
ages, or at best very marginally above that leve1.72 Large fund size 
need not preclude asset appreciation above the "averages," though this 
has been the result to date. Given this experience among the mutual 
fnnds, it is hardly surprising that the huge agglomerations of funds 
managed by the bank trust departments, in some cases as much as $10 
Lillion in a single bank, perform essentially as "the market." 

The long-term implications for institutional investment of these 
very different investment strategies, a contrast which has been clearly 
dl'ltwn only since 1967, remain to be seen. Risk preferences of insti
tutional investors vary widely, and appear to be changing fairly rap
idly over time. In addition, prices in the capital markets have changed 
dl'ltmatically in recent yeaTS. Price inflation has produced long-term 
bond rates of 9%, It rate which compares favorably to returns in the 
stock market in recent years, certainly during 1969-70. Moreover, the 
losses sustained by the performance funds during the recent stock 
market decline will surely be a reminder of the expected yield-risk 
trade off, and has undoubtedly temporarily undermined the ltppeal of 
It riskier market strategy. 

However, reductions in the rate of inflation and resumption of eco
nomic growth are likely to once again reward equity holders, raising 
returns on equity above that of bonds. And unlike households, in
stitutional investors' preferences for stocks and their portfolio choices 
have not been much influenced by previous stock market declines. 
This suggests that the long nm shift of financial institutions in favor 
of equity investments is likely to continue. 

How much risk institutional investors will assume in their equity 
investments is more difficult to predict. A return on equity comparable 
to the broad market averages will surely continue to be quite accept
able to many corporate treasurers and other endowment and private 
trust accounts. For those pension funds and trusts which are still 
heavily invested in bonds, the gains from future shifts from corpo
rate bonds to equity are themselves likely to increase performance 
significantly. Nevertheless, if professional money managers are able 
to show they can again achieve rates of equity appreciation better 
than "the market," as they did in the 1965-70 period, this will very 
likely entice the owners of some pension fund and trust accounts. 
Private investment advisers and brokers managing special equity 
funds now offer a range of options to institutional accounts, allowing 
them to choose a level of expected yield and associated risk premium 
from It continuum ranging between the two extremes of a very con
servative or a high-risk strategy, dealing in the stocks of the smallest 
companies. The most attractive strategy for significant amounts of 
pension and private trust money may well lie somewhere between these 
two end points . 

.. These observations are based on "expectations" In the statistical sense; Indlvldnal 
large funds may perform better. 
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Table 5-1 

Asset Holdings and net Fund Flows of Househo1d~ 8 0 '1951-1968 

A. Absolute Fi~ures ($ bill. ) 

1951 1960 I 1964 1968 
(1) (2) (3) (4) 

I. Financial Asset 

1- Currency and dem.anl dep. 58.3 65.0 80.6 109.7 

2. Savins" accounts 71.6- 165.3 252.9 357.4 , 
3. Life insurance reserves 57.8 85.2 101.1 120.0 

4. Pension fund reserves 27.5 90.7 137.3 202.9 

5. Bonds 82.1 110.5 120.2 1'.9.8 

6. Corporate Stock 155.4 394.2 587.4 873.2 

7. Other financial assets" 28.4 46.2 52.0 63.5. 

8. Total financial assets ' 481.0 957.1 1331.4 1876.4 
r .. 

II. Net Fund Flows 

1. Currency and demand dep. 10.4 16.0 28.6 

2. Savin~s accounts 97.9 87.7 105.7 

3. Life insur. reserves 29.0 15.5 18.7 

4. Pension fund reserves 61.1 38.5 55.9 

5. Bonds 28.0 8.7 30.6 

6. Corporate Stock 11.1 4.5 15.5 
b 

7. Other financial assets 19.3 5.7 11.5 

8. Total financial assets 247.4 157.5 221. 9 

a Including personal trust funds and nonprofit institutions. 

b Excluding net investment in corporate business. 

cPeriod ending with year indicated at top of column. 

i: 

Source: Federal Reserve Board Flol<-of-Funds Accounts 1945-1968 

RWG/cc 
June 11, 1970 

B. Distribution ~(p~rcent) 

1951 1960 1964 1968 
(5) (6) (7) (8) 

Holdings 
12.1 6.8 6.1 5.9 

14.9 17.3 19.0 19.0 

12.0 8.9 7.6 6.4 

5.7 9.5 10.3 10.8 

17.1 11.6 9.0 8.0 

32.3 41.2 44.1 46.5 

5.9 4.8 3.9 3.4 

100.0 100.0 100.0 100.0 

4.2 10.1 12.9 

39.6 55.7 47.6 
11.7 9.8 8.4 
24.7 24.4 25.2 
11.3 5.5 13.8 

4.5 2.9 7.0 

7.8 3.6 5.2 

100.0 100.0 100.0 
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Tab 1 e 5-2 ._----------

(percent) 

1951 
(1) 

I. Distribution of financial assets 
----------__ - ___ 0 

1. Cash 3.a 
2. U.S. govt. sec. 26.9 
3. State & local govt.sec. 
4. ~Iortgages 1.3 
5. Loans 
6. Corporate bonds 45.1 
7. Corporate stocks 17.a 
a. Hiscel1.aneous assets 5.1 
Total assets 
9. Percent 100.0 
10. Billions of dollars 7.a 

II. Distribution of net ac~ition of 

1. Cash 
2. U.S. govt. sec. 
3. State & local govt.sec. 
4. 110rtgages 
5. Loans 
6. Corporate bonds 
7. Corporate stocks 
8. Hiscellaneous as!Jets 
'I'otal net acquisitions 
9. Percent 
10. Oi11ions of dollars 

1955 
(2) 

2.2 
15.a 

1.6 

43.2 
33.3 
3.8 

100.0 
18.3 

19 60-19K5 -_0---r969 
(3) (4) (5) 

1.3 1.2 1.7 
7.1 4.6 3.2 

3.4 4.5 4.1 

41.2 31. 3 27.5 
43.3 54.7 59.0 

3.7 3.3 4.5 

100.0 100.0 100.0 
30.1 72.6 96.6 

financi_a), __ ~sse_~E.y 

2.4 0.6 1.3 2.4 
10.a -1.9 3.5 -1.2 

1.2 5.6 a.7 2.7 

53.0 48.4 30.3 15.7 
28.9 43.5 51.9 73.7 

3.6 3.a 4.3 6.7 

100.0 100.0 100.0 100.0 
a.3 16.1 23.1 25.5 

Source: FIOlo!-of-funds I\ccounts 1945-1.968, Board of Governors 
of the Fct1erallfc.~erveOO~Y:;-tc,m,-cm(r~bi§:-,- FTrst. QuaEt:.cr 122.9_. 

~Jp"Iiod ending Ilith year inuieatc~d at top of column; derived 
from annual fig~ll'C s; hcnr.c, oc:::asional t;lllall differ<:'nces compared 
to findl differences betHeen benchmark years. 
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Tab 1 e 5-3 

(percent) 

-------------------------i9-~-1---l!)":>5--·--T~rl;0-------P'7G~-- ·l.V6!f 
. ___________________ ._J]J ___ ~?J_. _ (3) (4) _~_ 

I. Distrj blltiojj of fitl[tllcial (J.ssets -----------------_ .. _--
1. Cash 1.8 1.9 1.0 0.9 0.9 
2. U.S. govt sec. 51.8 43.9 30.3 23.6 15.5 
3. State & 10cul govt.sec. 30.4 25.2 22.6 7.9 4.3 
4. 110rtgnges 1.8 2.8 7.7 11.2 11. 4 
5. Loans 
6. Corporate bonds 12.5 23.4 - 34.4 49.4 54.3 
7. Corporate ctoc};s 0.9 2.1 4.8 11.4 
8. Hiscel1nneous assets 1.8 1.9 2.1 2.1 2.2 
'l'otal assets 
9. Percent 100.0 100.0 100.0 100.0 100.0 
10. Uillions of dollars 5.6 10.7 19.5 33.0 51.0 

II. Distribulion of ne t ___ ~?~.E_i tiC?n . .EL linanc~_~2..!!£'c:.~?_ ~ 

1. Cnsh 1.1 
2. U.S. govt sec. 36.7 13.6 14.7 0.6 
3. State & local govt.sec. 20.4 19.3 -13.2 -2.2 
4. i'lortgages 4.1 13.6 16.9 11. 7 
5. Loans 
6. Corporate bonds 36.7 48.9 69.9 62.8 
7. Corporate stoc!;s 4.5 9.6 23.9 
Il. Hisc.:ellaneous assets 2.0 2.2 2.2 
'l'otal Ilt:!t acqui5itions 
9. Percent 100.0 100.0 100.0 100.0 
10. Billions of cl011nrs 4.9 8.8 13.6 18.0 

-----
Source: Sallie as l'nble 5-2. 

~period ending uith yr."r indic2.ted at top of coltu,\l1; rlerived 
fro.n rlnnual fiCjn,:..:!';; hence,occilsional 5"1.:111 difference:; compared to 
final differc.:nccs bc.:tweell bcnc~13rk years. 
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Tab 1 e 5-4 -------

(percent) 

.. ------------- 1~)-5T- 1955 ·T~rGO--r965---1-96T· 

_________ (_1_) __ (_2 ) ___ J..3_) __ J.:Il.. __ (_5_) _. 

I. Distri!)ution of financial assets --------------------
1. Cash 1.6 1.5 1.1 0.9 0.8 
2. U.S. govt. sec. 16.5 9.8 5.6 3.3 2.1 
3. State & local govt.sec. 1.8 2.3 3.1 2.3 1.7 
4. JIlortgugcs 28.9 33.6 41.6 39.7 37.9 
5. Loans 3.9 3. , 4.3 5.9 7.8 
G. Corporate bonde 41. 2 42. 1 36.1 39.0 38.5 
7. Corporate stocks 3.3 4.1 4.7 5.2 6.9 
8. Hiscellaneous assets 2.7 2 .. 8 3.4 3.7 4.2 

Total assets 

9. Percent 100.0 100.0 100.0 100.0 100.0 
10. Billions of dollars 66.7 87.9 115.8 154.0 190.0 

II. Distribution of net _._------- acquisi Hon of financial assets~L 

1. Cash 1.0 0.5 
2. U.S: 'Jovt. sec. -12.1 -8.1 -3.8 -3.6 
3. State & local govt. sec. 4.3 5.S -0.3 -O.B 
4. :10rtguges 4B.e 45.2 50.0 33.B 
5. Loans 3.9 8.1 7.1 19.0 
G. Corporatc! bonds 46.9 41. 2 35.2 33.2 
7. Corporate stoc;ks 3.4 2.6 G.3 12.3 
8. Hiscellaneous assets 3.4 5.5 4.9 6.1 

'I'otal net acquisitions 

9. Perc;cnt 100.0 100.0 100.0 100.0 
10. Dillions of dollurs 20.7 27.2 36.6 35.B 

~ourcc: !';ame as Ifable 5--2. 

lI/period ending with year indicated at top of colUlnn; derived 
from annual fiqurcc, hcnc;c, occaeional snaIl differences cOl.lpared 
to final differencus hell1een bcnchl:lark years. 

53-940 0 - 71 - pI. 6 - 16 
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Tab 1 e 5-5 

~.9uisition of C6rnorate Stocl; bv Life In!)urance _~narli_c~, 
. 1935-CriJ 

(billion!) of uo11ars) 

.. __ ._._-------_ .. _--_.---- -_. __ ... _--------_ ... _ .. _-_._. __ . 

1958 
1959 
1960 
1961 
1962 
1963 
1964 
1965 
1966 
1967 
1968 

'l'o!:nl 

(1) 

0.37 
0.51 
0.66 
0.92 
0.77 
0.79 
1. 07 
1. 46 
1. 32 
2.07 
3.32 

0.09 
0.15 
0.25 
0.31 
0.22 
0.26 
0.32 
0.48 
0.22 
0.38 
0.39 

-----------

0.07 
0.10 
0.21 
0.21 
0.12 
0.16 
0.23 
0.31 
0.12 
0.21 
0.18 

COIIU'lon 
Totar ---'pUblTc--/" 

Utilitv~ 
(4) (5) .. 

0.28 
0.36 
0.41 
0.61 
0.55 
0.53 
0.75 
0.98 
1.10 
1. 69 
1. 93 

0.06 
0.06 
0.07 
0.10 
0.07 
0.08 
0.09 . 
0.13 
0.14 
0.20 
0.24 

._--------------_. 
Source: Life Insurance Fact Book, Institute of Life 

Insurance, 196·9-;-p:-!lT~-·-------·--

~/Inc1udcs very s~a11 amounts of railroad stock (for 1958-68, 
$35 million preferreu and $82 million common). 



63.1 
-, 

60.(, 4.3 

1.953 59.5 

195(, 53.0 3.0 

1955 48.0 2.2 

1956 44.3 1.8 

1~57 1.8 

38.0 1.5 

1959 35.2 1.3 

1960 36.1 1.2 

1961 32.5 0.9 

1962 1.0 

1963 32.5 0.9 

1964 31."/ 0.9 

.1965 0.9 

1.%6 32.0 U.7 

1967 28.2 0.6 

24.5 0.1. 
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(percent of all stoc];s) 

23.7 

24.3 

26.0 

26.4 

26.0 

24.8 

25.9 

22.7 

22.0 

23.6 

21. 7 

23.0 

21.7 

7.1.9 

23.0 

20.2 

17.6 

35.3 

32.0 

29.6 

23.6 

19.8 

17.7 

17.2 

13.8 

11.9 

11.4 

9.9 

10.7 

9.7 

9.1 

8.6 

8.3 

7.2 

S.6 

36.1 

39·4 

40.S. 

47.0 

52.0 

55.7 

55.1 

62.0 

61:.8 

63.9 

(,7.6 

68.3 

68.6 

68.0 

71.8 

75.6 

1.4 

1.6 

1.3 

2.0 

1.9 

1.(> 

1.1 

1.1, 

1.0 

0.8 

0.7 

0.7 

0.6 

0.6 

0.7 

0.6 

0.> 

O.s 

8.9 26. : 

10.1 27.1 

10.8 28.: 

11.8 33.: 

12.4 37. , 

12.8 41.~ 

13.7 40.3 

15.0 45.1 

13.1, 49.2 

16.4 46.8 

16.8 50.1 

16.6 48.1 

16.1 50.9 

16,1, 

14.8 53.2 

13.8 S3.6 

11.6 59.7 

lO.'t _ 
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Tab 1 e 5-7 

Structurn of Assets and Transactions 
of i'on-Ll.-r-GIiis\ii:anEi.:So;nr>an~s , Y95}..:.~~. 

(percent) 

'--~----' ] ~r~rf ---1-g-S"s----1-9-GO'-1-9&5--i969 
__________________ 2_) ___ .1 2 ! __ J.~J ___ (jJ. (5) 

1. Cash 8.7 6.2 4.6 3.3 2.8 
2. U.S. govt. sec. 39.9 28.9 19.9 15.2 8.4 
3. State " local s-nvt. sec. 10.1 19.9 28.8 28.!.i a2.3 
4. Hortgages 0.7 0.9 0.4 0.3 0.4 
5. Corporate bonds s.n 5.7 6.0 7.6 13.3 
6. Corporate stoel;s 28.3 32.7 33.5 38.6 35.1 
7. Miscellaneous assets 6.5 5.7 6.8 6.7 7.6 
'I'otal assets 
B. Percent 100.0 100.0 100.0 100.0 100.0 
9. Billions of dollars 13.8 21.1 28.1 39.6 49.8 

II. pistribu..tion of net aC.9uisi ti,.<?}1 of financial~'l..ets_~ 

1. Cash 2.0 0.9 
2. U.S. govt. sec. 12.2 -7.0 4.6 -17.8 
3. Stnte & local govt. sec. 55.1 68.4 50.8 43.9 
4. Nortgagcs 
5. Corl?orate bonds 6.1 8.8 18.5 33.6 
6. Corporate stocks 16.3 15.8 13.8 29.0 
7. lIiscellaneous assets 8.6 14.3 12.3 10.3 
Total net acquisitions 
8. Percent 100.0 100.0 100.0 100.0 
9. Billions of dollars 4.9 5.7 6.5 10.7 

Source: Same as Table 5-2. 

e./ Period encJing \~i th year indicated at top of column; 
derived from annual fi~ures; hence, occasional small differences 
compared to final differences between benchmar): years. 
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Tab 1 c 5-8 

Structure of Assets anJ Transactions of 
0"f)cn-j:;ncr-I-nves"t.ncnt Cm\~_anl_cs, 19"31.-=-69-

<percent) 

1951 l!i S5--l9(,-0----196~- --196"9 

------------- < ll _____ J2.l ___ <l.L __ <_,,_) ____ <2.'-
I. Distribution o~ financial assets 

1. Cash£! 2.9 21. 5 2.4 1.8 
2. u.s. govt. sec. 2.9 3.8 3.5 3.0 
3. Corporate bonds 8.8 6.3 7.1 7.8 
4. Corporate :::tock 85.4 87.4 87.0 87.4 
'l'otal assets 
5. Percent 100.0 100.0 100.0 100.0 
6. Dillion of dollars 3.4 7.9 17.0 27.1 

II. Distribution of net acquisition of financial assetsel 

1. 
2. 
3. 
4. 
Total 
5. 
6. 

cashY 4.8 3.7 10.2 
u.s. govt. sec. 9.5 5.6 2.0 
Corporate bonds 9.5 13.0 18.4 
Corporate stocks 76.2 77,7 69.4 
net acquisitions 

Percent 100.0 100.0 100.0 
Billions of dollars. 2.1 5.4 4.9 

Source: Same as 'rable 5-2. 

~/Includes open J:larket paper. 
!:iperiod ending Ilith year indicated at top of column. 

6.0 
1.2 
7.0 

85.8 

100.0 
52.6 

31. 2 
-2.8 
12.8 
53.8 

100.0 
10.9 
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TABLE 5-9 

Industrial Structure of Common Stock Portfo110s 
of Open-End Investment Companies 

and of Common Stock Listed on NYSE, 
1952-68 

Holdinqs of Open-End Investment Cos. L1st1nqs on New York Stock Exchanae 
Dec. Sept. Dec. Dec. Dec. Dec. Dec. Dec. Dec. 
1952!21 1958E/ 1958 1965 1968 1952 gi8 ~~f5 1968 
lU (2) (31 ~41 ~5) (6) (9) 

~ 
I. Selected Industries with Substantially Ris1ng Shares 

Off1ce equ1pment 1.2 2.6 
3.~ '·'1 9.4£1 1.0 2.8 1.3 

I 
1.8 

Electr1cal equ1pme"nt 3.4 2.5 3. c 6.1c 7.9c 3.2 4.0 9.4 12.1 
Drugs 1.8 3.6 4.7d 4.1d 5.6lV na na na 4.5 
BU11ding mater1als 2.0 2.2 3.7 1.3 4.0 1.2 1.6 1.0 1.4 
Foods & beverages 2.6 1.8 1.6 I 2.5 3.5 3.8 3.1 " 4.0 4.5 

II. Selected Industr1es Without Tren~ 
Finance 9.0 I 9.2 

I 10.5J 10.5J 8.4 I 2.6~1 2.3~1 2·~1 4.~ 
Retail trade 4.1 I 2.4 2.2 2.5 4.0 4.7 4.1 4.6 I 4.7 
Mining 3.0 3.2 4.5f " 3.8f 3.1il 3.1 3.0 2.2 2.9 

Ub11ties 
III. Selected Industr1es with Substant1all; Dec11ning Share~ 

17.0 12.7 13.6 110.5 6.3 1.1 17.3 18.5 14.3 
Oil 14.8 14.1 15.8 10.0 12.8 18.6 16.7 13.7 14.6 
Chem1cals 8.7 7.3 7.0 6.5 7.0 14.2 14.5 15.0 9.3 
Automob11es 3.3 2.9 2.3 4.6 2.2 8.1 7.0 7.9 5.5 
Ra1 1 roads 6.3 4.2 3.9 3.6 3.2 4.8 3.0 2.1 3.4 
Rubber & tires 2.4 2.4 3.1 1.2 1.3 1.0 1.4 0.9 1.0 
Steel 2.7 6.0 6.8 2.3 1.2 3.3 5.0 2.3 1.7 

Sources: Cols. 1 and 2: A Study of Mutual Funds, 1962, p.71; cols. 3-5: Mutual Fund Fact 
Book, 1969, p. 22; cols. 6-9: Department of Research & Statist1cs, NYSE. 

~ Based on holdings of open-end investment companies 
!21 As a percentage of domestic stocks only; foreign stocks accounted for 2.4 percent 1n 

1952 and 6.3 percent in 1958 
£I Includes electronics 
lV Includes cosmetics 
~ Includes real estate 
iI Includes metals 

I 

~ 

I 

I 
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Tab 1 e 5-12 

Structure or Assets Rnd TransRctions of Personal ~rust Funds 
-~--~mii·lrst~~7l.jy ~~l;~l{s-an-('r 'jlrustC-ot~?fijiI-C3-;-il/----

----------~-----r0-51__:O<l------------- --
-----

(percentl 

_.- "' . --- . --------.-------- 1~r:J·1----1-9-~-j----1-6-C-0--i9 6!j - --1-96 G 
______________________ Ll_l __ j?:l (3) ___ .Ji) __ ~L 

I. l.listribution of financial assets 

1. Cash 2.2 2.4 1.0 1: 0 1.0 
2. U. :>. ,:!ovt. sec. 23.8 12.2 5.9 7.2 5.7 
3. ~)tJ.tc & )ocal govt. S8C. 12.2 12.9 14 .2 9.7 9.7 
Il. dortgagcs 2.7 2.1 1.4 1.2 1.5 
5. Corporate bonels 4.4 5.5 5.2 5.7 6.3 
6. Corporal:e stock preferred 4.2 3.5 2.2 1.7 1.9 
7. Corporate stock common 44.5 56.8 65.3 67.5 67.5 
O. Other assets 6.6 4.6 4.8 6.6 6.4 
'rotal ascots 
9. Percent 100.0 100.0 100.0 100.0 100.0 
10. I~.i.llions of dollars 39.1 55.0 71. 9 115.0 130.4 

II. Distribution of net ac:.~iol~g fin",ncial as.?_c_t_s_b/ 

1. Cash 3.5 0.0 1.7 3.3 
2 . U.S . . govt. sec. -3.4 -16.3 12.7 -13.4 
3. State & local govt. sec. 10.3 2.1 29.1 29.6 
4. Hortgages 6.5 4.0 3.7 3.3 
5. Corporate honds 59.3 74.0 29-.0 27.2 
6. COl"norate stoc]~ preferred 24.5 -0.2 0.1 2.0 
7. CorF,orate stoc); common 4.9 36.4 22.8 46.0 
8. Other .1ssets -5.6 -0.0 0.8 loB 
Total net: acquisitions 
9. Percent 100.0 100.0 100.0 100.0 
10. 1.;i11ions of dollars 

._-------.---
Source: Appendix I. 

n/rncluJ.,s co;mllon trust funds; separate figures for these are 
silOl-ln 1n 'l',IlJJc 5-11. 

bj ['"rioo c::ntlin9 \·,i th YCJ.r indicated at top of colur.m. 
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~;tructurc of J'.ssetli and 'l'ransilctions of Common '£rulit _!,und.:<:..!.. 
-- -------------i952-G8 

------
(!,crcent) 

-------------------------T9-~-~-- - T9S5----r~j"C"i)--- ITb""5---B-r,l}--
_______________________________ .QJ. __ !.3.L __ u..) ___ (!!) ___ ~.~.L 

1. Di:;trilJuti on of financiill aliscts . -.-----_._----
1. Cash 0.6 O.B 1.0 1.3 
2. u.s. govt.sec. 30.2 17.2 7.9 9.2 5.2 
3. State & local govt. sec. j 1.7 1.6 14.9 16.3 
4. j-lortgagcli 75.6 1.1 1.6 2.4 2.4 
5. Corporat.e r. for. bonds 19.2 28.B 25.0 23.9 
6. Corporate stock preferred 12.5 1l.5 7.6 2.9 2.6 
7. corporate stocl: common tlO.l 4B.7 51. 7 44.2 47.7 
8. Other assets 1.6 0.2 0.6 
'rotal assets 
9. l'crcellt 100.0 100.0 100.0 100.0 100.0 
10. Dillions of dollars 1.10 1. 87 2.81 7.53 9.55 

1. Cash ) -B.l 2.8 3.3 
2. U.S. govt. sec. -314.3 -37.2 2B.9 -3.0 
3. State & local govt. sec.) 47.6 6.5 17.6 
4. 1I0rtgages 566.6 -1.5 2.5 5.B ,- Corpor.:lte & for. bonds _ 10.7 15.2 22.1 :>. 

6. Cor!,otate stoel; preferred 39.9 -5.0 2.8 5.4 
7. Corrorate stock cOI:'Jnon -lBB.B 80.3 11. 2 39.2 
B. Other assets -3.5 13.3 30.1 9.6 
'l'otal net acquisitions 
9. Perc::ent 100.0 100.0 100.0 100.0 
10. Billions of dollars 

-------
Source: 1952: P..II. Goldsmith, Financial InterJr..:>uiaries in 

the 1\1:1cric;)n Economv since 1900, Prin(;c"t-on-unlvcrsTty- Fress fo-r-
N-at"ionill -i-iurCciU:-T0-~r8; I~T5-':-G8:- 1\ppenclix I. 

~/l'eriod emling Hith year indicated at top of colur.\n. 
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Tab 1 c 5- 11 ----- ------

(pun.:enl) 

CorMI"" ,s1"#cK -;:-z:t :r---"jjahl( E;- ---ULi f. L l-';-';- - -ci-n:ei -
Fin:lncc 

( 1) (2) (3) (4 ) ('i) ------- ~- --~-... ----
1952 24.1 75.9 n.a. It.G. lI.a. 

1953 22.9 77.1 n.lI. n.d. n.li. 

1954 20.2 79.n 9.2 16.8 53.7 

1955 191 1)0.9 8.3 16.8 55.8 

H56 17.5 82.5 7.6 16.9 58.0 

1~S7 17.9 82.1 7.8 18.2. 56.1 

l.9.5U 14.6 85.4 8·4 19.0 >8.0 

1959 12.3 87.2 8·4 18.5 60.4 

1960 12.8 117.2 8.6 21.3 51.3 

1961 10.1, 89.6 10.6 21.9 '7.1 

1962 12.0 88.0 10.0 22.8 55.1 

1963 9.0 9l.el 9.2 21.4 60.4 

19(.1, 7.3 n.7 8.3 20.9 63.5 

1 'l(:i 6.2 93.8 7.6 18.9 1>7.3 

1%(' 5.1, 94.6 8.1 19.2. 67.3 

19',7 1,.7 95.3 7.1 15.0 73.1 

1%:l 5.2 4. 8 3.0 14.3 72.6 

------------------
Source: 1:J51-1953: HdY:olOncl I:. Golc]sl~ilh; Hobert E. Lipsey, 

Clnd !lo):ri::; I·lcnc..!clsoitn, StudlCS in Lllc' :-!~1.tio:,~!l !1alul1cc ShcQt of the Uni
l.('(1 ;: t..lLp~;'lcw YOl-I:, .'1l.11.:i,-,' -C')G-j-;---tJ:-;- i;rJ;-Y~.i:"r-·"i~)G-.~:--Fct[(~r<li!~c:J('rvc 
BulJcl.in, "V[lt'iOll!, i·;:;u(!S; l. n(}3-1 r}t>:l: !':. ILuI.;(lryJ:, ::atlo-n:,{.l- -~.-.--
~};:!~~.i·l1:t~.~~~~(~11 ]tl(jJ, p. ]h~; l')u7, p. '14~. --------.-
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'1' a b 1 e 5-13 

(percent) 

'- - ---" --- ----- --.- --·-------r~r,t--T9-~-5--19-Gr)··-H·~-5---·--T9b9 
. ___ . _________ . _______________ . (.1_L __ J3.l. ____ .DL. ___ .1!l ___ J2l_ 

I. !J~§tril2.l1t.i.9.!2_! .. ~.JJ_~ !1 ... n .. n_ciaJ ~~!!~_5_ 

1. Cash 3.8 2.9 2.0 1.7 1.2 
2. U.S. govt. sec. 42.1 27.5 16.5 10.7 6.3 
3. State [, local govt.sec. 0.4 1.9 1.7 0.5 0.3 
4. !·lortgages 42.1 55.9 66.7 76.9 75.3 
5. Loans 0.9 0.6 1.0 1.4 2.6 
6. Corporate bonds 9.4 8.3 9.4 5.0 9.3 
7. Corpor,) teo stocl:s 0.9 2.2 2.0 2.4 3.1 
8. Hiscellaneous assets 0.4 0.6 0.7 1.4 2.0 
'I'otal assets 
9. Percent 100.0 100.0 100.0 100.0 100.0 
10. e.i.l1ions of dollars 23.5 31. 3 40.5 513.1 74.4 

II. P.i stributi C?,n of net acquisition of financial assets~/ 

1. Cabh 
2_ U.S. govt. sec_ 
3. State and local govt. sec. 
4. l'lortgages 
5. Loans 
6. Corporate bonds 
7. Corporate stock~ 
8. Miscellaneous assets 
'l'otnl )lei: acquiGitions 
9. Percent 
10. i;ilJions of dollars 

SoureD: Same as Table 5-2. 

1.2 
-26.7 

6.8 
107.0 

5.8 
4.7 
1.2 

100.0 
8.6 

-2.1 0.6 -0.6 
-19.8 -3.4 -10.1 

-2.3 -0.6 
100.0 100.6 71.1 

1.0 2.3 6.3 
14.6 4.5 25.8 

3.1 3.4 5.0 
3.1 3.4 3.1 

100.0 100.0 100.0 
9.6 17.7 15.9 

--------------

~/periocl cl1lling I}ith year indicated at top of column; 
c1(~riveLi £ro~l annual figures; hence, occasional small differences 
CClI,,!Jill:r.:cl to final differences bet'deDn benchr,lilzi.: yDilrs. 



H57 

1~53 

195Y 

1?~0 

1%'. 

1 %2 

1J~J 

1?(·5 

1%G 

1%7 

1%3 
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Tab 1 e 5-14 

(pcrcent) 

-.----------------------.----_ .. _-------------------------
Pre f.'.:):r{~l1 ~;lo(;;: Conu"on S toek ____ • ___ "\ ________ • ___ •• ____ _ ___ -----.,-------. _ oC-. ________ _ 

'rotal Convcrt. StrDight 'l'oti'll DanJ:s 

(1) (2) (3) (.1) (5) --_._-------------------------- -------- . , -- - - ,-

n.a. 

n.n. 

26.3 

23.7 

29.0 

30.6 

37. ,I. 

32.7 

30.0 

30.6 

30.9 -

29.6 

29.3 
31. 2 

32.U 

30.1 

n.ll, 

1.5 

1.6 

1.3 

1.4 

1.0 

0.7 

0.5 

0.8 

0.9 

0.6 

1.60 

n.;I. 

n.n. 

2.00 

n.n. 

24.6 

27.0 

27.6 

2?.t, 

31.5 

32.1 

29.5 

29.6 

29.9 

29.0 

27.7 

n.n. 

n.n. 

26.1 

n.A. 

n.n. 

73.5 

71.4 

71.1 

69.1 

67.6 

67.2 

69.9 

69,1, 

69.1 

70.3 

67·4 

68.8 

68.1 

69.9 

65.9 a 
a 

56.2 

49.9 

47.5 

41. 3 

40.1 

39.4 

36.7 

33.3 

31.5 

n.o 
~O.7 

29.9 
26.9 

2.5'.0 

Insur- Invcstmcnt 
anee Cos. 

(6) (7) 

n.ll. 

3.9 
4.1 

3.8 

3.8 

3.6 

3.7 

3.7 

3.9 

3.5 

3.5 

3.5 

3.2 

2.5 
1.2 

n.a. 

n.a. 

3.5 

3.6 

5.2 

5.5 

G.B 

8.1 
8.B 

9.6 

10.2 

9.8 

lO.3 

10.3 
11.6 

13.1 

Other 

(8) 

34.1 a,b 

43.S a
,b 

16.2 

16.0 

17.3 

18.5 

17.1 

16.0 

20.6 

22.5 

23.9 

24.9 

n.9 
25.3 
27.2 
30.S 

Sourccs: 1953-1960: Unpublishc(: data of the ;)ational ,\sso-
ciation of liutual Savings Danks; 1%1,,68: ~~lVings eanJ; JouE!'_~_l:, 
various issues. 

V Includcs both comnon and prcferred. 
e/Inc1udcs all stock not hc1d by co",",\crcial banks. 
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1953 

1954 

1955 

1956 

1957 

1958 

1959 

1960 

1961 

1962 

1963 

1964 

1965 

1966 

1967 

1968 

1969 
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Table 5-15 

Price Appreciation Plus Dividend Yield: 

DJIA 

21.3 

14.2 

11.8 

50.2 

7.0 

-8.5 

38.6 

20.0 

-6.2 

22.4 

-7.6 

20.6 

113.7 

14.2 

- 15.6 

18.9 

7.4 

-15.2 

Se11ected Stock Market Indices, 
1952-69 

s&P 500 , _NYSE. 
Composite 

23.4 

17.7 

-1.2 

51.2 

6.4 

-10.5 

42.4 

11.8 

0.3 

26.6 

-5.4 

22.5 

16.3 

12.3 9.5 

-10.0 -12.6 

23.7 23.1 -
11.1 9.7 

-11.4 -12.5 

ANEX 

39.5 

-6.6 

76.5 

33.2 

-19.7 

Source: New York Stor.k Exchange, Fact Book. 

d l 35 Industrials (National Quotation Bureau). 

Over the 
Counter ~I 

30.1 

-1.5 

54.0 

20.8 
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1953 
1954 
1955 
1~5G 
1957 
1950 
1959 
1960 
1%1 
1%2 
19GJ 
196·1 
1965 
1966 
1967 
1968 
1969 
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~~_c_?_-:-..!.§. 

5_t.!~(::~.!.~~~iS--l ~1_..!2.~~!.9 r~_n ti<:.~.s ~ 952..- 6_8_ 

(dolldrs in ~illions) 

Common Stocl~ Return 
ui·:i"22i-:~· _. -Ca!)-~L-~-),---;-J'-Dt. ,j 
yi Clc!<:'/ (;"1) n°,:')1 YlC] li 

B nnd Yield Gap ______ ._ .. ____ ._ .. _._ . _. -~_. 
- -- -- - -- I ('j Jll:)l~cJ. t ' __ C:-~)Ol QLC 

CUt.rent. '..l'ol~d. H ;;Jprl.c,:; Prorlts 
(1)-(4) (3)-(4) B ij Dcflawr ,-'.[t"r 

(I) (2) (3) 

3.80 '6 9.4 ' 17.8'; 2. 96 ~ 
5.80 -4.4 -1. 2 3.20 
4.95 ~.O 57.2 2.90 
4.08 26.8 31. 0 3.06 
4.09 2.6 6.4 3.36 
4.35 -11.3 -10.5 3.89 
3.97 34.0 42.~ 3.7~ 
3.23 7.3 11.8 4.3U 
3. '17 -0.:' 0.3 1.41 
2.98 20.9 26.6 4.3~ 
3.37 -9.4 -5.4 •. 33 
3.17 17.5 22.5 4.26 
3.01 12.9 16.3 4.40 
3.00 8.3 12.3 4. I} 9 
3.';0 -10.4 -10.0 !L13 
3.20 14.8 23.7 5.51 
3.07 9.6 11.1 6.18 
3.24 -.13. " -9.8 7.03 

2. 84 ~ 
2.60 
2.05 
1-.02 

.73 

.46 

.18 
-1.15 
-.94 

-1. 37 
-.96 

-1. 09 
-1. 39 
-1. 49 
-1. 73 
-2.31 
-3.11 
-3.79 

~ i:. for C':P 'l'axes 
o !Il (195~~ 

.~ 2' 100) 
H· ... 

r: 

14. 8 ~ 9.3% 87.5 $17.0 
-4.4 10.5 88.3 15.5 
48.3 9.7 89.6 16.0 
27.9 11.3 90.9 22.2 
3,0 14.1 94.0 22.1 

-14.4 12.9 97.5 20.9 
30.6 16.6 100.0 17.5 

7.4 17.1 101. 6 22.5 
-4.3 17.1 103.3 20.6 
22.2 21.1 104.6 20.5 
-9.7 16.7 105.8 23.8 
18.2 17.6 107.2 26.3 
11. 9 13.1 108.8 31.5 

7.S 17.1 110.9 38.2 
-15.1 14.9 113.9 41.1 
18.2 17.5 117.6 38.1 

4.9 17.2 122.3 40.0 
-16.8 128.1 40.3 

._------_ .... _.--- -.- _ .. -----._- ---- ----. ------- -- ----- -.---------

Source : !'.s:~':.i:,u~_e.p..?I.:o __ ~t:.._the_I'.E_e_sJ.~~!'_~, 1 no. 

e/500 stoc);';, ~_1;,".E5.1~.r~1._& ___ P_o_0.E.:~ __ ..r_n_(~~:. 
~/ Year-end to year-end percen t<1q(' in ~~~d_~l-:..d. &. ~o_o_r.~_~~ 

~!,-~c~ __ l!l.cl0.,>;, .. 

Unoody, lIT,,'\ corl"or"tc bonus. 
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TaMe 5-17 

Average Annual Return of Mutual Funds: 
Capital Gains Reinvested, Dividends in Cash 

(Percentage Change) 

Growth Funds I 
Large: \ Small: Small: IGrowth & Growth & Balanced IncomJ 

(1969,year Maximum Long Termlcurrent Current Funds Funds i 
end assets Capital Growth I Income Income, 

over $300m)1 Gain With 
Relative 

Year I Stability I 

~nnua1(11) 
Change 

1960 + 6.4 4.8 1.9 1.4 2.7 5.1 0.8 
1961 27.2 28,8 26.1 24.7 23.6 19:5 19.0 
1962 -18.1 -19.4 -15.3 -12.0 - 8.1 - 5.4 - 3.6 
1963 22.5 20.3 17.4 18.0 17.1 13.2 16.0 
1964 15.0 11.6 12.5 15.1 14.3 12.2 14.4 
1965 32.4 35.3 21.5 16.9 14.5 10.4 14.0 
1966 - 1.6 - 2.4 - 4.1 - 6.7 - 6.5 - 5.5 - 6.5 
1967 39.1 58.3 ' 31. 7 25.3 24.2 19.7 23.9 
1968 10.1 21.1 14.1 15.0 17.4 14.4 21. 3 
1969 -10.4 -16.3 -10.7 -11.4 -12.6 -11.3 -15.9 

Percentage 
Cut1111ntive 
Chan!l:e 

1960-64b +48.0 37.0 48.0 49.0 54.0 47.0 50.0 
1965-69a 78.3 91.4 53.4 37.0 35.7 25.7 33.0 
1960-69a 148.0 144.3 112.4 97.0 99.4 80.0 90.9 

Cumulative Change, DJIA: 1960-64, +46.6%; 1965-69," +9".27.;, 1960-69, +60.1%. 

Source: (a) Wiesenberger, Investment ComEanies: Mutual Funds and Other 
~, 1970 Edit~on, wiesenberger Financial Services, New 
York, pp. 124-131. 

(b) ill!!. , 1966 Edition, pp. 118-123. 



TABLE 5-18 

Performance of Growth Funds, by Asset Size: Average Percentage Gain, 1964-69 

(number of firms in parentheses) 

Mean Leve 1 of A3set Size at Year's End 
Funds with-Assets $10 Mill. $50 Mill. .$109 M:£ll. $300 Mill. SsM Min. $1 Bill. $2 Bi 11 
Over $300 Mill. on But Under But Under But Under But Unrier But Under But Under or 

Year Dec. 31, 1968 $50 Mill. $100 Mill. .$300 Mill •. $500 Mill. $1 Bill. $2 Bill. More 

1964 14.3% 13.9% 18.4% 13.4% 13.3% 14.5% None None 
(1) (10 ) (4) (3) 

1965 34.6 38.2 39.8 34.1 31.2 34.9 22.2 None 
(9) (6) (7) (6) (3 ) (2) 

1966 -1.1 -1.1 -0.1 -3.3 - 2. 9 -2.0 -2.2 None 
(12) (7) (6) (6) (4) (2) 

t-..J 

~ 

1967 43.6 62.1· 66.9 66.7 42.2 33.4 25.7 26.5 
(9 ) (13 ) (7) (8) (6) (3 ) (1) 

1968 8.3 19.1 18.1 20.5 7.3 7.1~/ 4.7 11.6 
(9) (10 ) . t~4) (7) (10) (4) (1) .. 

1969 N.A. -18.7 -24.0 -18.3 - 22.1 -10.9 -11.0 -13.9 
(9) (11) (14) (7) (10) (4) (1) 

Cumulative 
r~turnt 
1967-69 ":2/ 57.0 49.8 66.1 18.9 27.3 17.1 21.5 

.. - -- -- ---

~I Average excludes Enterprise Fund. See text footnote 67. 

£1 By asset size as of December 31, 1967. 





APPENDIXES 

INSTITUTIONAL INVESTORS AND CORPORATE STOCK

A BACKGROUND STUDY * 
(Raymond W. Goldsmith, study director) 

(Appendices I-VII) 

APPENDIX I 

BASIC STATISTICAL DATA 

(By Helen Stone Tice and Virginia Duff) 

A. INTRODUCTION 

The data used in this portion of the report were taken from the 
flow of funds accounts wherever possible.1 In three areas, however, we 
found it necessary to supplement the flow of funds estimates. First, 
the published accounts contain no data on the value of tangible assets; 
we Incorporated such estimates as 'Yere available from the Office of 
Business Economics and developed our own series for housing and 
for public sector tangibles. The data are given in Tables IA-l through 
IA-7. 

Second, there are several financial institutions which are not shown 
explicitly in the flow of funds accounts; instead they are included in 
other sectors, particularly in the household sector. In the interest both 
of measuring more accurately the financial position of true households 
and of being able to study the behavior of these institutions which are 
rather important in the securities market, we created time series for 
them. These estimates are shown in Tables IA-S through IA-lS. 

Third, the focus of the Institutional Investors Study on the market 
for corporate securities made us re-examine the flow of funds esti
mates of the amounts outstanding of and transactions in such secur
ities. In the case of corporate shares, the market value outstanding 
series in the flow of funds was replaced by that developed in Ap
pendix VI modified for investment company shares, although the net 
Issue series was retained. In the case of corporate bonds, both the stock 
and the flow series were replaced by series which, although still based 
on par values, at least have the virtue of allowing households to hold 

·Supplementary Volume II, Institutional Investors Study, Securities and Exchange 
Commission. 

1 Board of Governors of the Federal Reserve System, Flow 01 Fund8 Account8, 1945-
1968, Washington, D.C., March 1970. 

(251) 
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nonnegative amounts of such securities, a characteristic not shared by 
their predecessors. These data are given in Tables IA-19 through 
IA-22. 

Finally, these new estimates are combined with the flow of funds 
estimates of financial assets and liabilities to produce the sector bal
ance sheets shown in Tables IB-1 through IB-9. 

B. ESTIMATES OF TANGIBLE ASSETS 

1. Land.-The land estimates used in this Appendix are those given 
in Milgram's Appendix II with a few exceptions. The land of finan
cial corporations was estimated by multiplying the IRS estimates of 
the book value of land of all financial institutions by the market-to
book ratio developed in Appendix II for "finance, insurance, and real 
estate." No adjustment was made for unincorporated financial insti
tutions. These tend to be brokerage houses; and the land holdings of 
the finance, insurance, and real estate aggregate for partnerships and 
proprietorships are accOlmted for primarily by the holdings of real 
estate firms. 

The estimated value of farm land used here differs from that re
ported in Appendix II. Although both estimates were made by sub
tracting the value of buildings from the USDA's estimate of the value 
of farm real estate, Appendix II used the USDA's estimates of struc
tures, while we used the estimates described below. 

Transactions were measured by first differences in the holdings, 
since the net purchase data of Appendix II were rather spotty. 

2. Re'{Yf'oduoible Tanqible A88et8.-All the estimates of depre
ciable assets reported here were made using the perpetual inventory 
method. This method involves the computation of a weighted sum of 
It time series or gross investments in the asset in question; the weights 
are determined by the particular life and depreciation assumptions 
employed in the calculation. The difference between the gross invest
ment of a given year and the change in the stock during that year is 
by definition the depreciation which has occurred. To derive the re
placement cost estimates used in this report, the calculation is first 
made in terms of constant dollars, and then the stock and depreciation 
estimates are reflated to current year prices. 

The gross investment series used for the estimates of the private 
stock of depreciable assets are in all cases those used in the gross in
\'estment component of the income and product accounts produced by 
the Office of Business Economics at the Department of Commerce. 
In the case of public sector estimates, the construction data and equip
ment series were taken from the income and product accounts wher
ever possible; data are reg'ularly publ ished, although the two Govern
ment sectors are not credited with c!tpital formation in the OBE's 
accounts. 
a. Private N onre8idential StruOtW'('.8 and Equipment 

Stocks of plant and equipment for the private sector were obtained 
from the OBE's Capital Stock Study; the variant used was straight
line depreciation at Bulletin F lives.2 This concept was selected both 

2 For the most recent pllhllcatlon describing the OBE estimates "ee Robert C. Wasson . 
• John C. Mnsgrave. and Claudia Harkins, "Alternative Estlmntps of Fixed BII"lness Capital 
In the United States," Survey of Current BU8ine88, April 1970, pp, 18-36. 
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for comparability with the earlier NBER estimates and because there 
is some presumption that in their own internal decision making, at 
least, firms use a much less rapid write-off of their plant and equip
ment than they demand for tax purposes. A theoretically preferable 
present value measure of the stock of capital was not available. To 
calculate such a measure would have necessitated the specification of a 
discount rate parameter in addition to the life estimate; furthermore, 
the OBE estimates embodied much more refined adjustments for the 
retirement distribution and for asset categories than could have been 
readily duplicated in calculations using the present value method. 

The flow of funds estimates of corporate and noncorporate invest
ment in plant and equipment are obtained from the OBE. Such esti
mates were also used by Allan Young in his study of depreciation and 
corporate profits which yielded stock estimates by legal form as a by
product.a Although the data used in the Young study have not been 
kept up to date by the OBE, we did attempt to incorporate the statisti
cal revisions necessary to make the components consistent with revised 
total stock and investment series. These series embodied both ordinary 
statistical revisions and the adjustments in the estimates of assets 
tranferred between the public and private sectors necessitated by a 
shift from sales price to original cost valuation.4 

Ordinary statistical revisions were assumed to keep relative shares 
the same as they had been in the Young study. The valuation adjust
ment for assets transferred between public and private ownership was 
assumed to be 95 percent corporate for manufacturing equipment and 
structures, 90 percent for mmmfacturing equipment, and 100 percent 
corporate for nonmanufacturing structures. 

Institutional structures were defined to be OBE's "institutional 
structures" plus one-third of the estimated stock of (or investment in) 
"social and recreational structures." Institutional investment in equip
ment was estimated residually by subtracting the construction esti
mates from the flow of funds series on "nonprofit plant mld equipment" 
expenditures; it was assumed to account for a share in the stock of 
"nonfarm noncorporate manufacturing equipment" (as well as in the 
depreciation on that stock) equal to its share in the comparable gross 
investment estimates. 

Estimates for farm nonresidential structures and equipment were 
taken directly from the OBE. Nonfarm noncorporate plant and 
equipment were the residuals after subtracting corporate farm and in
stItutional plant and equipment from the total privately owned incor
porating the valuation adjustment on assets transferred from public 
to private ownership. 

The subdivision of corporate investment into its financial corporate 
and nonfinancial corporate subsectors was largely a judgmental pro
cedure. We assumed that in 1948 the investment of financial corpora
tions was split equally between structures and equipment, and that 
the share allocated to structures steadily increased during the subse
quent years, accounting for 55 per cent of the total in 1952 and 72 per 
cent of the total by 1968. (This assumption was based largely on the 
observed rapid growth in investment III structures by life insurance 

• The nllocatlon between corporate and noncorporate Is hased on the study reported by 
AllIIn Young In "Alternative Estimates of Corporate Depreciation nnd Profits: Parts I and 
II." Surl'cy 0/ Ollrrcnt Business. April 1968, pp. 17-28. and May 1968. pp. 16-28. 

• See Wasson, Musgrave and Harkins, Oil. cit., for a discussion of these valuation methodS. 
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companies.) The annual percentages were then applied to the flow of 
funds estimates of finanCIal corporate investment 111 plant and equip
ment, to obtain the structures and equipment components separately. 
Nonfinancial corporate investment in structures and equipment are the 
residuals. These were then depreciated at rates of 2 per cent for struc
tures and 8.3 per cent for equipment, assuming a 50 year life for 
structures and 12 for equipment. 
b. Private Residential Struotures 

The base investment series are again taken from the national in
come and product accounts as given in the flow of funds accolUltS. 
Since OBE estimates of the stock of housing were not available at the 
time at which this report was written, the 111vestment series were de
preciated exponentially in order to estimate the net stocks and associ
ciated depreciation series. 

For 1-4 family nonfarm housing a depreciation rate of 2.2 per cent 
was used; for multi-family housing a rate of 2.7 per cent, and for farm 
housing a depreciation rate of 1 per cent was applied. Initial stocks 
for the end of 1949 were selected from the estimates developed in 
earlier work by one of the authors.S The criterion used in selecting 
the initial stock and the depreciation rate were first, the consistency 
with the results of the 1950 Census of Housing, and second, whether 
or not its computational assumptions in combination with the gross 
investment series described above yielded housing stocks consistent 
with the 1960 Census of Housing.G 

The stock of multi-family dwellings by sector was based on the flow 
of funds allocation of such investment between corporate and non
corporate purchasers. The 1949 stock was allocated between the two 
sectors in the same proportion as in an earlier NBER study. 7 

c. Public Sector Struotur'es 
(1) I ntroduotion 

In order to arrive at a total stock figure for public structures by 
means of a perpetual inventory computation, we need an expenditure 
estimate and a price index for each year as far back as necessary, givell 
the service life assumption. Our two major categories are Federal 
construction and State and local construction. Each of these is divided 
inttO several suboategories, which are: 

FEDERAL 

Residential 
Nonresidential 
Highway 
Conservation and development 
Military 
Other 

STATE AND LOCAL 

Residential 
Nonresidential 
Highway 
Conservation and development 
Public service enterprises 
Sewer and water 
Other 

• H. S. Tlce. "Depreclntlon. Obsolescence nnd the Measurement of the Aggregnte Capital 
Stock of the United Stntes," Review 0/ Income and Wealth, June 1967, pp. 119-154 . 

• The appllcntlon of this test Is mnde more compllcnted by the fnct tbnt thc Census estl· 
mntes measure tbe vnlup of "real estate," and there exists little evidence on how these 
estlmntes should be divided between land and structures. Unfortunntely we have no Ind,'· 
pendent estimates of the value of resldentlnl lnnd. In Appendix II the land underlyln!( 
multl·famlly dwellings Is Included In the IRS·based estlmntes of the land holdings of 
business firms; the ynlue of the lnnd underlying 1-4 family structures was derived as n 
fraction of the value of those structures. 

7 R. W. Goldsmith and R. E. Lipsey. Studie8 in the National Balance Sheet, Princeton: 
Princeton University Press for the NBER, 1963, Vol. I, p. 260. 
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The State and local government expenditures include Federally 
aided expenditures. All calculations assume declining balance depre
ciation. The average service life assumptions are: 50 years for Federal 
civilian and State and local residential structures; 50 years for non
residential buildings; 30 years for highways; 80 years for conservation 
and development; 50 yea,rs for other Federal nonresidential struc
tures; 67 years for sewer and water systems; 50 years for public sel."\"
ice enterprises; and 50 years for other State and local nonresidential 
st.ructures. 

(13) Estimates for 194.6-1968 
Figures for both Federa.l and State and local government expendi

tures on structures during this time Plilriod were taken from unpub
lished Commerce Department data. There were only two departures 
from the OBE worksheets. Federal nonresidential expenditures in our 
system were a combination of their "nonresidential" and "industrial" 
expenditures. Also, the average of the price indices of these two ca.t
egories gave the price index used in our calculat.ions for the over-an 
category, nonresidential. 

For State and local governments, between 1963' and 1968, the sepa
ration of "other," "sewer and water systems," and "public service en
t.erprises" disaP1?ears. In order to compute the stocks, we had to have 
separate expendIture figures for these years. These were obtained by 
totaling the three categories for each year over the previous five-year 
period, and computing the per cent share of each in the total. The 
percentages remained reasonably consistent (within 5 percentage 
points over this time period), so we extrapolated forward, using the 
mean per cent of the 1958-1963 total for each category, i.e., 

Percellt 
Se,ver and VVater Systerns____________________________________________ 9.2 
Public Service Enterprises____________________________________________ 67. 2 Other _______________________________________________________________ 23.6 

(3) Estimates for 1915-19.46 
All figures for expenditures were taken from Oonstruction Vol~trne 

and Oosts, 1915-1956 (page 10), a statistical supplement to Oonst"tC
tion Revie'w, by the Departments of Commerce and Labor. 

The price indices for this period were derived in two different ways 
for different time periods-1915-1928 and 1929-1946. In the later 
period, indices were taken from a supplement to the Survey of Ourrent 
B~t8iness, "The N !l!tional Income and Product Accounts of the U.S., 
1929-1965, Statistical Tables," Department of Commerce, pages 164-
] 65. Indices in thisperiod are the same for both Federal and State and 
local expenditures. 

The indices for the period from 1915 to 1929 are derived from the 
above indices with 1929 as the base year. In Goldsmith's A Study of 
Saving in the United States, Vol. I, Table :&-20, pages 608-609, there 
are several categories of indices with base year 1929=100. The cate
gories are not as specific as our expenditure data, caB for, but since 
they are all that is available, we used the category which was the 
closest approximation to those needed. We took the 1929 figures from 
the OBE, and extrapolated backward based on Goldsmith's indices in 
the following way: 
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Goldsmith 
Table R-20 

Goldsmlt 
Table R-20h 

Federal Col. <I> 

ResidentiaL ____________________ . ___________ ~4~X. 592 
NonresidentiaL _____________________________ 3 X.343 
Highway ____________________________________ 6 X.475 
Conservation and development. - - - - - -- -- -- -- -- I3Ix.402 Military__ __ ________ __ ____ ______ _____________ 7 X.380 
OtheL________________________ __ __ __ __ __ ___ 8 X.342 
Total _______________________________________ 8 X.413 

State and Local 

Residential ______________________________ _ 
Nonresident�a� ___________________________ _ 
Highway _________________ • _______________ _ 
Conservation and development.. __________ __ 
Sewer and water ________________________ __ 
Public servlce ____________________________ _ 
Other ___________________ • _______________ _ 
Total. __________________________________ _ 

Col. <I> 

4 X.592 
3 X.343 
6 X.475 
3 X.402 
8 X.403 
8 X.403 
8 X.342 
8 X.413 

I The numbers in this column are the price indices for each category in 1929 with base year equal to 1958. The formula 
we used IS: XIOl8=Goldsmith Index 1029 X Index for 19291058. 

The price indices for 1915 to 1946 are virtually the same for both 
Federal and State and local. 

(4,) Estimates for 1893-1915 
(a) Federal.-Figures for these early years were taken from the 

Census Bureau publication, Historical Statistics of the United States-
178t}-1945, Table H :27-32, page 169. The only available categories that 
correspond to the categories we used for later years were: 

Oolumn 
Total FederaL_________________________________________________________ 27 
Nonresidential __________________________________ _____________________ 30 
Conservation & ])eveloprnent___________________________________________ 20 
~ilitary _____________________________________________________________ 28 

The figures which overlap with our data (i.e., 1915 to 1919) show 
that the categories are not exactly the same, but are close enough to be 
plausible. 

The price indices for these early years were derived from the Gold
smith indices in the same way as the later figures, described above. 

(b) State and local.-For State and local expenditures on structures, 
the only available data were for total expenditures. This "total" num
ber was computed from Goldsmith's A Study of Sa1Jing in the United 
States, as the sum of columns (2) and (6), Table G-6, page 1,053, and 
(3), Table G-15, page 1,067. 

(5) Federally Aided State and Local Oonstruction EW1)endi
tures, 1915-1966 

From 1015 to 1956, the expenditure figures come from Oonstruction 
Volume and Oosts, 1915-1956, a statistical supplement to Oonstruc
tion Review, by the Departments of Commerce and Labor. 

For the years 1957 to 1966, expenditure figures are not available by 
category. There is only a total Federal aid figure for each year. We 
n,llocated this total among the components on the basis of the 1956 fig
ures that were available from Oonstnwtion Review (see above), using 
the following proportions: 

Public Service Enterprises = .014 
Highways = .860 
Nonresidential =.124 
Sewer & Water Systems = .002 

The same price indices were used for the Federal aid category as 
were used for State and local government expenditures. 
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d. Public Sector Equipment 
Equipment stock figures were derived in the way described above for 

structures. The perpetual inventory method for computing net stocks 
and depreciation was apJ?lied to the investment series. Exponential or 
declining balance deprecIation and a 12 year average life are assumed 
for all categories. 

(1 ) Federal Government 
The Federal equipment sector is broken down into "civilian" and 

"military." Military investment series, for the early years from 1929-
1946, come from Goldsmith's National Wealth of the United State8, 
Table B-166, column (4), page 394. Data for the later years, 1947-1968, 
come from unpublished data from the OBE. The early civilian series, 
from 1929-1946, comes from Goldsmith's A Study of Saving in the 
United State8, Vol. I, Table F-16, column (8), page 1,009. The sum 
of civilian and military investment figures gives the total of Federal 
Government equipment. 

(2) State and Local GO'Vernment 
Stateltnd local expenditures for early years, from 1929-194ti, come 

from A SfIudy of Saving in the United State8, Vol. I, Tables G-6, col
umn (5), page 1,053, and G-15, column (3), page 1,067. Expenditure 
estimates for 1947-1968 are unpublished Commerce Department data. 

The total of all equipment, Federal and State and local, is available 
as a, control total for equipment. This "total" figure can he found in 
OBE's publication, The N ationallnc01ne and Product Account8 of the 
United State8, 1929-1965, and in the Survey of Ourrent Busines8, July 
issues, Table 1.4, line 5. 
e. Private OOn8U1ner Durable8 

The gross investment series in both current and constant prices are 
taken from the OBE's Tables '2.5 and 2.6 "Personal Consumption Ex
penditures by Type of Product," published regularly in the Survey of 
O~bT1'ent Bu,sine88 and in its su,Pplements. Since the flow of funds con
siders this to be capital expendIture rather than consumption, deprecia
tion charges must be imputed to the household sector; stock estimates 
are n. by-product of this calculation, although they are not published. 

The flow of funds estimates differ both in life assumption and in ac
counting convention from the earlier Goldsmith estimates. The flow 
of 'funds uses double declining balance depreciation while Goldsmith 
used straight-line depreciation; he assumed much longer lives than 
does the flow of funds. The comparisons are summarized in Table 1-1. 
The flow of funds estimates were used (1) since they were readily 
available, (2) since they have been incorporated into the set of social 
accounts used elsewhere in the Appendix, and (3) since the rates seem 
somewhat more typical of our present throw-away economy than do 
Goldsmiths. Estimates in J?reparation at OBE were not available, even 
in preliminary form, in tIme for inclusion here. 
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Table I-I 

CONSUMER DURABLES 

Jewelry and watches 

Furniture, including 
mattresses & bed
springs 

Kitchen & other household 
appliances 

China, glassware, 
tableware & utensils 

Other durable house 
furnishings 

Opthalmic products & 
orthopedic appliances 

Ne~ cars & net purchases 
of used cars 

Tires, tubes, accessories 
& parts 

Books a nd rna ps 

Whell goods, durable toys, 
sports equipment, boats 
& pleasure aircraft 

Service Life 
Assumptions 

Goldsmith 
(In years) 

15 

15 

12 

10 

10 

4 

15* 

5 

6 

10 

Radio & television receivers, 
records & musical instruments 
ins truments 10 

* Nonlinear depreciation over this life. 

Flow of 4-

funds 

10 

10 

8 

8 

8 

4 

8 

3.3 

4.76 

8 

8 

F/F deprec
iation 
(in %) 

.20 

.20 

.25 

.25 

.25 

.50 

.25 

.60 

.42 

.25 

.25 

Sources: (1) R. W. Goldsmith, The National Wealth of the United States 
in the Postwar Period, Princeton: Princeton University 
Press for the NBER, 1962, Table B-3l, p. 252. 

(2), (3) Unpublished worksheets of 
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f. Inventories 
(1) Private Nonfarm Inventories 

Private nonfarm inventories are from the national income and prod
uct accounts. The levels are book values; the flows are the inventory 
change component of GNP and thus are adjusted for inventory valua
tion changes. The nonfinancial corporate and noncorporate business 
components are presumed to account for the total; no attempt was 
made to estimate inventory holdings for nonprofit institutions, house
holds, and financial corporations. 

(~) Farm Inventories 
Like the estimates of nonfarm private inventory investment, the 

change in farm inventories was also obtained from the OBE. Year-end 
holdings come from the Balance Sheet of Agriculture, various issues; 
this series is the sum of "livestock" and "crops stored on and off farms" 
less "CCC loans" and "CCC backed loans" from the flow of funds 
accounts. 

(3) Federal Government Inventories 
Federal inventory year-end levels are taken, for recent years, from 

Treasury Department data. The Treasury Bulletin contains a quar
terly balance sheet for "corporations and certain other business-type 
activities." The table ending December 31, which usually appears at 
the end of the April Bulletin, was used for each year. From 1956-1968, 
we took the total inventories for all corporations and subtracted from 
them inventories of the Defense Department, assets of the Panama 
Canal Corporation being considered civilian. We then added to this 
figure Commodity CredIt Corporation gross "loans receivable-U.S. 
dollar loans" and the flow of funds figure for CCC backed loans. This 
procedure gives total Federal inventory levels for each year. 

From 1952-1955, this computation is made difficult by the fact that 
the Treasury Department had a different balance sheet and different 
categories during these years. Prior to 1956, defense assets are not in
cluded in the table, and the "total inventory" figure is far lower than 
the comparable total in the later years. Even with defense inventories 
eliminated from,the total in 1956, the 1955 "total" is half of the 1956 
"total." The difference is attributable in part to the fact that GSA and 
Defense Department inventories are left out in the early years. Since 
we did not want to include defense inventories, the addition of GSA 
inventories was all that remained. The largest component of GSA in
ventories was the category "strategic stockpiles." Goldsmith's esti
mates of "strategic stockpiles 8 seem to correspond with GSA stra
tegic stockpiles from the Treasury Bulletin for the years after 1955, 
and were therefore, deemed adequate. To the sum of "total inventories" 
and GSA "strategic stockpiles," we then added.both sets of eee loans 
to give the total Federal inventory figure for 1951-1955. 

Annual flows are measured by changes in this stock so defined. 
(4-) State and Local Government I nventorWs 

No estimates were made of the inventories of State and local gov
ernments. Goldsmith's earlier work was based on fragmentary evi
dence which is even more out of date by now. 

8 R. W. Goldsmith. The Natiot'lal Wealth 0/ the United States in the Postwar Period, New 
York, 1962, Table B-175(6), p. 405. 
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C. NEW SECTORS 

1. Inve8tment Companie8 
Although the flow of funds accounts include those open-end invest

ment companies which are members of the Investment Company In
stitute, other investment companies are treated only implicitly, if at 
all. Their retained earnings are included in the gross saving of the 
flow of funds investment company sector since the national income 
and product accounts do not make a distinction between open-end and 
closed-end companies. 

The estimates presented in this study distinguish between all open
end companies and all other registered investment companies. The 
general procedure employed was first to develop balance sheets for 
the various types of companies, using the SEC series on total assets 
as the basis for universe asset holdings and distributing this total 
among the various asset categories on the basis of sample data. With 
the exception of common stock, flows were taken to be the difference 
in balance sheet values of the various assets. For stock, in cases where 
direct flow estimates were not available, an attempt was made to sep
arate unrealized capital gains from net purchases by means of the 
Standard and Poor 500 stock price index. The flows thus derived were 
used as a first approximation; some of them were later modified to 
reconcile aggregate information from SEC and National Income 
Accounts. 

a. Open-end Companie8.-The Investment Company Institute data 
form the basis of this sector. In the flow of funds accounts, these ICI 
members are the only companies included. However, data from the 
SEC on June 30 assets of active registered open-end companies are 
somewhat larger than the ICI total. Goldsmith's estimates for those 
years for which the SEC series is not available indicate the same state 
of affairs.9 Therefore, estimates for non-ICI open-end companies were 
made as follows. For years in which the SEC totals were available, the 
June 30 ICI assets were subtracted and thenon-ICI residual was moved 
to a December' 31 basis using the assumption that the June-to-.June 
increase in assets for non-ICI members took place over time in the 
same pattern as did that of ICI members. For earlier years, Gold
smith's estimates of the end of year total were used to derive the non
ICI total. It was further assumed that these non-ICI mutual funds had 
the same portfolio composition as did the ICI members, and that their 
net purchases of stock bore the same relationship to the change in 
their holdings of stock as did the purchases of ICI members.lo 

The balance sheet for all open-end companies appears in Table IA-8; 
their stock purchases are given in Table IA-22. 

b. Other Inve8tment Companie8.-Separate estimates were made for 
closed-end companies, face-amount companies, and for unit trusts. 

Estimates of total assets for closed-end companies were derived by 
linking the Goldsmith series 11 on total assets to the SEC total asset 
series whose .June 30 observations had been put on an end-of-year 

• R. W. GoldRmlth lind R. Lipsey, Studies in the National Balance Sheet, Vol. II, New 
York. NBER, 196a. pages 168-169. 

10 In the case of portfOlio composition lind change. the flow of funds brellkdowns of the 
leI dn til were used. 

11 Goldsmith and Lipsey. op. cit., Pll. 170-171. 
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basis by interpolation. From this total were subtracted the assets of 
Christiana Securities and, for the two years in which they existed, 
the assets of dual-purpose funds. 12 This residual estimate of the assets 
of closed-end compames other than Christiana and the dual-purpose 
funds was distributed among the various classes of assets on the basis 
of l?ortfolio composition data obtained from a sample of 30 com
pallles 13; to these estimates were added the assets of Christiana and 
of the dual-purpose funds. With the exception of stock, net purchases 
of all assets were taken to be equal to the observed change in the 
balance sheet over the period; in the case of stock, this change was 
adjusted to allow for appreciation as measured by the Standard & 
Poor 500 stock price index. Stock transactions for Christiana were 
taken directly from company statistics. 

Face-amount companies are dominated by Investors Diversified 
Services and Investors Syndicate of America. Therefore, the estimates 
for this group consist of Moody's reports on these two companies 
blown up slightly to allow for the remaining five per cent of the 
assets held by other companies. The flows were derived in the usual 
way. 

In order to estimate the assets of unit trusts, a total asset figure 
was derived from the SEC June 30 observations. Since the SEC 
A11J1l,ual Report contains estimates of the fraction of these assets which 
represent shares in other investment companies, these assets were con
solidated out of this sector. The remaining assets were assumed to be 
either tax-exempt bonds or common stock; a brief survey of the 
various unit trusts represented in Moody's Bank and Finance .Manual 
indicate that these companies exist for the accumulation of mutual 
fund shares, for the accumulation of specific stock, and for the pur
chase of tax-exempt securities. Estimates of the net issues of and 
security purchases by tax-exempt bond funds were obtained from the 
SEC; assets which were neither municipals nor investment company 
shares were assumed to represent common stock. Net purchases of 
the hltter were estimated as described above for closed-end companies. 

Liabilities and share values and issues were estimated in several 
ways. Open-end companies have only short-term liahilities, and in the 
ICI data, these are netted against cash; the value of mutual fund 
shares is thus e(),ual to the net asset value of the fund. Closed-end com
pany shares tYPIcally trade at a discount (or premium) relative to net 
asset value. Unit trusts distribute portions of the trust corpus as well 
as paying out the earnings; the redemption value of units can also vary 
with the market value of the securitIes. Prices of shares in IDS and 
rSA also seem to be less than assets per share. This suggests that in 
deriving an estimate of the market value of the shares of investment 
companies other than mutual funds, some write down of their assets 
should be made. 

The debt of nonopen-end companies was taken from Moody's reports 
on IDS, ISA, and "Closed End Companies with Senior Capital." Total 
share issues are the SEC's series on net issues of investment ompany 
shn.res; the breakdown by type of company was supplied by the SEC. 

'" These companies were first formed In 1967. 
,. The dntn for the snmple and for dunl·purpose funds were taken from Moody's Bank and 

Fitlancc Matlual nnd from Arthur Weisenberger's Inve8tment Companie8, various Issues 
Informntlon about Christiana came from lIIoody's. 
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The balance sheet for the aggregate of these three investment com
pany sectors is given in Table IA-9; stock purchases for this aggrega
tion appear in Table IA-22. 
~. Bank-Admini8tered Per80nal Tr'1l8t8 and E8tate8 

a. lntroduotion.-The estimates discussed here refer to the amount 
and composition of the assets held in personal trusts or in estates 
under bank management. Banks manage other types of accounts, and 
in fact, these other accounts constitute the more important pOl-tion of 
their business. Data exist on the activities of trust departments as a 
whole, however, for only a small portion of the period under discus
sion. The assets of those employee benefit accounts which are bank
managed are presumably covered in the statistics on noninsured 
pension funds, and the bank has somewhat less freedom in decision
making for agency than for trust accounts.14 

For the period for which data on activities of the entire department 
existed, some rough estimates were made of the holdings of employee 
benefit trusts and of agency accounts. These estimates were used' as 
checks on the reasonableness of the estimates of persona.l trusts and 
estates. No attempt was made to derive a time series covering the entire 
portfolio under bank management. 

In Section b which follows we discuss the sources of information 
available at the time the estimates were made. Section c contains a 
description of the estimating procedure used in the two periods into 
which the nature of the source material available divides the estimates. 
In this Section data are presented on common trust funds, the only 
component of personal trusts and estates for which a continuous time 
series is available for a long period of time. 

b. The Nature of the Data.-With the exception of the early Federal 
Reserve surveys of common trust funds, the only observations available 
are of holdings at a point in time; there are no turnover data other than 
those for common trust funds from 1954 through 1962. Even the bal
ance sheet data which do exist cannot be put together in a satisfactory 
way to construct a time series; for they cover a different set of institu
tions, they cover a different set of accounts within these institutions, 
and the date of the observations varies from year to year. The available 
material is as follows: 

(1) American Bankers Association's Surveys of Personal Trusts.15 

These contain the value of assets on June 30 for the years 1958, 1959, 
1960, and 1963. They cover only personal trusts~ whereas estates are 
commingled with the personal trusts in subsequent bodies of data. Fur
thermore, the sample used in these surveys has been questioned by some 
researchers. 

(2) Comptroller of the Currency's Reports of the Trust Assets of 
National Banks. These surveys, which include all types of accounts, 
cover the period 1963 through 1968, although portfolio detail by type 
of ~ccount is available for only the last three years of the period. Some 
estImates of the assets managed by state-chartered banks were made, 

a On the baRIM of the IRS tabulations of the 1962 1,'lduclary Income Tux ReturnR. hanks 
Ilccount for only nbout one-hnlf of the personul trust lind PHtnte business, See United Stntep 
~'rellsury Department, Internal Revenue Service, Statistics of Income-1962, Fiducia'lI, 
Gift, anli Estate Tax Returns, Wnshlngton, 1965; and ibid., 1965, WashlnJ(ton, 1967. 

,. American Bankers Association, Trust Division, National Survey of Personal 'J'nlst 
Accounts, New York, 1951}, 1960, 1961. 1U65 (mlmeo). 



263 

but they ar~ highly aggregative and impressionistic. These estimates 
apply to the end-of-calendar years; some effort was made to adjust the 
data for valuation date discrepancies.10 

(3) The Patman Report, "Commercial Banks and their Trust 
Departments." This report provides for the first time estimates of the 
assets managed by the entire trust department for all banks as of the 
end of 1967. The questionnaire, however, contained too little detail by 
asset group, by account category, and by a cross classification in these 
two dImensions to be useful for anything more than a broad check on 
tho estimates derived by other meansY 

(4) Tnlst Assets of Insured Commercial Banks. This survey, con
ducted by the three bank regulatory agencies, gives universe estimates 
for all banks as of the end of 1968 cross classified by asset and by type 
of account. The portfolio breakdown, while not very detailed, is much 
less aggregated than that provided by the Patman report.1S 

.• 

(5) The Goldsmith estimates reported in Volume II of Studies in 
the National Balance Sheet, Princeton, 1963, consist of a merger of the 
ABA surveys available at the time and of the earlier estimates of R. W. 
Goldsmith and Eli Shapiro, "An Estimate of Bank Administered Per
sonal Trust Funds," J01trnal of Finance, March 1959. These figures 
again may be presumed to cover only personal trusts, with no allow
ance for either estates, agency accounts, or employee benefit accounts. 

(6) Common Trust Funds have been surveyed both by the Federal 
Reserve and by the Comptroller of the Currency. Although they ac
count for only a small portion of the assets held in personal trusts and 
estates, there exist time series of balance sheets and of transactions 
data for these funds from 1954-1968. Some performance data are a Iso 
available.10 

(7) Fiduciary Income Tax Returns. These triennially tabulated 
returns ga.ve some infonnation on property income by type, on ex
penses, and the like. There is also information on the fraction of fiduci
ary income accounted for by estates as opposed to trust accounts, and 
for 1962 it is possible to ascertain the fraction of fiduciary income 
accruing on the property managed by banks. 

c. Estimating Procedure: Bala'flce Sheets.-From the discussion 
thus far, it is clear that we have two periods with entirely different 
data sets and capabilities. From 1963 on we have a fair amount of in
formation about the assets managed by national banks; we even have 

10 The results of these surveys were published In a series of articles lu the National 
Ranking Review and In a receut paper by Hanczaryk. For further Information the reader 
should conAult Stanley Sllverberi(. "Bank Trust Investments: Their Size and Significance." 
7'ho National Banking Review, June 1964: "Growth and Performance of Common Trust 
Funds In 1964," The National Banking Review, June 1965: "Bank Trust Investments 
In 1964," The National Banking Review, June 1965; and "Bank Trust Investments In 
1965." The National Banking Review, June 1966. There are some additional papers by 
l~dwln W. Hanczaryk, "Growth and Performance of Common Trust Funds In 1966," The 
National Banking Review, June 1967; and Bank Trusts: Investments and Performance, 
Department of Banking and Economic Research, Office of the Comptroller of the Currency. 
Washington, 1970 (mlmeo). !IIr. Hanczaryk was kind enough to provide me with a copy of 
the last mnnuscrlpt b"fore It~ publication. 

17 U.S. Congress, HouAe Committee on Banking and Currency, Oommercial BankB and 
Their Trust Activities: Emerging Influence on the American Economy, 90th Congress, 2nd 
Session, July 1968, Washington, D.C. 1. Board of Governors of the Federal Reserve System. Federal Deposit Insurance Corpo· 
rutlon, and Office of the Comptroller of the Currency, Tru8t Assets 01 Insured Oommere/{ll 
BankB-1968, Washington. October 1969. 

10 The estimates appear In the Silverberg and Hanczaryk articles cited previously for 
196:1-1068. EAtlmateR for earlier year8 are found In artlcl"s with the general title, "Survey 
of Common Trust Funds," which appeared In the Federa! Reserve Bulletin of June 1957, 
!\fay 1058, !\fay 1959, May 1960, !IIay 1961, !IIay 1962, and June 1963. 
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some ideas about the variations in portfolio composition as a function 
of account type. Given the universe estimates for 1968 and to a limited 
extent for 1967, it is possible to derive estimates of the portfolios of 
all bank trust departments by type of account for these years. 

Since the longest real time series of annual observations is the series 
on national banks which has resulted from the surveys of the Comp
troller of the Currency, the procedure adopted was first to fill in the 
missing cells on asset types by type of account for the years 196:3-19fi5. 
These figures were then expanded to a total for all banks on the uasis 
of t.he relationships between State and nat.ional banks from the 1968 
survey, the Patman study, and some of Silverberg's early estimates. 

(1) National Banks, 1963-1968 
Available dn,ta from 1966-1968 frequenfy take the form of port

folio percentages; late and otherwise incomplete responses frequently 
led to t.he reporting of totn,l assets in dollars and a percentage distri
bution of the portfolio which was observed. Since t.hese portfolio 
coefficients are somewhat easier to interpret than are dollar amounts 
of assets, these coefficients were estimated directly. The only time 
Aeries of portfolio coefficients for the entire period is that for aU trust 
accounts, coverilJg bot.h personal and employee benefit accounts. The 
total value of assets for all types of accounts is also known for the 
entire period. The task is then to estimate a set of account coefficients 
such that when they are summed over all type~ of accounts, the results 
will not conflict with the portfolio composition given for the entire 
department. 

One might first assume that these coefficients are the same for all 
accounts and thus use the department portfolio as the model for both 
personal trusts and estates and for employee benefit accounts. The 
evidence available for 1966-1968, however, indicates that this assump
tion is not likely to be true. One might also assume that the coefficients 
for a particular type of account are constant or move in some simple 
or regular way over time. Again evidence suggests that this is not a 
very reliable assumption, and these ratios seem far from predictable 
on the basis of the brief bit of history we have at our disposal. Finally, 
we can look for some consistency in an accounts' share in the depart
ment's holding of a pluticular asset. These ratios did in fact prove 
stable, and thIS extrapolation was used to produce initial estimates of 
these account-specific coefficients. 

This method in effect as<;umes that over-all inveqtment policv is set 
for the department, and the managers of specific classes of accounts 
attempt to maintain some relative share of total departmental holdings 
of the asset in question. Any further adjustment in these portfoho 
coefficients were made in order to meet the accounting constraints in 
ways which were most consistent with external evidence and with 
notions of reasonable portfolio policy dictated by the subsequent de
velopment of the accounts involved. In particular, employee benefit 
trusts were adjusted on the basis of some relationships observed be
tween employee benefit trusts and existing data on private noninsured 
pension funds which are largely managed by banks. These consider
ations constrained the estimates for personal trusts and estates suffici
ently to permit final estimates for national bank portfolio coefficients 
shown in TableIA-lO. 
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(~) All Bank Estimates, 1963-1968 
The only detailed portfolio estimates by type of account which exist 

are those for 1968. The Patman data for 1967 are too aggregated to 
be of much use in the particular task of estimating the portfolio com
position of personal trusts and estates. The early Silverberg estimates 
relied a bit too heavily on inferences from the portfolios of private 
noninsured pension funds. Data on portfolio composition by account 
type are not available even for national banks in those years. We have 
decided, by default, to accept the time series from these sources on the 
total assets under management by type of account for all insured 
banks; but, with the exception of 1968, the earlier estimates of the port
folio composition of these totals were used as checks on our results 
rather than as given. Final estimates were obtained by stepping up 
the national bank portfolio coefficients by factors derived as the 1968 
ratios of all bank to national bank coefficients. These factors were 
weighted so as to allow for differences over time in the relative shares 
of personal trusts and estates in total trust assets for the two sets 
of banks. The coefficients which result are shown in Table lA-H. 

(3) Estimates Before 1963 
Before 1963 nothing is known explicitly about the employee benefit 

accounts managed by banks. Existmg personal trust estimates refer 
only to that category of account; thus, the series before and after 
1963 are not really comparable, since it is impossible to separate out 
estates completely from the latter numbers. There is also the problem 
of converting June 30 data to a year-end basis. Evidence in recent 
years suggests that most accounts are reviewed during the last quarter 
of the year; therefore~ giving the option of reporting assets at market 
as of the last review date before June 30 would tend to produce esti
mates of the market value of holdings as of the end of the preceding 
year. 

The ABA data also show "units of participation in common trust 
funds" as It separate asset category, while the questionnaires of the 
later period ask that the assets held by the common trust fund be dis
tributed among the appropriate categories. Since the valuation date 
for the common trust fund is somewhat more likely to have occurred 
on June 30 than is the valuation date for the other accounts in the per
sonal trust category, we first netted out common trust funds from the 
ABA reports. Subsequently, the time series of end-of-year observa
tions on common trust funds covering the bulk of this early period is 
added to the end-of-year estimates of the other personal trust accounts. 

The estimates for the period before 1963 were based in large measure 
on the previous work of Goldsmith. His series on personal trusts other 
than common trust funds was used through 1957; his procedures were 
then used in interpolating between the ABA surveys, most of which 
were not available to Goldsmith at the time his estimates were pre
pared. In this procedure, one assumes that the ABA's reported values 
of assets other than corporate stock are an adequate measure of the 
value of these assets on December 31 of the previous year. Holdings of 
corporate stock were estimated by assuming that net purchases oc
curred at a uniform rate over the period in question, and that the pat
tern of the change in holdings not so accounted for followed the time 
path of the Standard and Poor 500 stock price index. 
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Efforts to apply this method of allowing for price movements in 
other assets proved less successful; the results for common trust fund::; 
did not reca:pitulate known net acquisitions for these funds. The diffi
culties of usmg the existing bond price indices; the lack of detail on 
the characteristics of the bond portfolios of these funds which made 
it difficult to select among the J?rice indices; and the poor results with 
the common trust funds made It seem unwise to atempt to account for 
any but the most obvious effects of security price movements, i.e., those 
involved with common stock. The results of these manipulations are 
shown in Table IA-12, panel A. 

In order to make this series comparable with the estimates for later 
years, three further steps were necessary. First, the series had to be 
adjusted upward to include estates as well as trusts; this was accom
plished by stepping up trust assets by a factor derived from IRS 
statistics of fiduciary income. This factor is the reciprocal of the share 
of income from trusts in total income paid by fiduciaries, adjusted for 
differences in bank fiduciaries' shares of the income from trusts and 
from estates. Allowance was made for differences in portfolio compo
sition between trusts and trusts and estates on the basis of the rela~ 
tionships prevailing in 1968, the year for which such data by type of 
account existed. The results of thIS process are shown in Table IA-12, 
panel B. 

The second step involved adding in the series on common trust 
funds taken from the Federal Reserve Board's surveys for all but the 
first two years; these are from Goldsmith's estimates. This series and 
the results of the addition are shown in Table IA-12, panels C and D. 
Finally, the large "other assets" category was allocated among time 
deposits, real estate, and miscellaneous on the basis of the average con
tribution of these three components to this Sum in the years for which 
the breakdown was available. 

The final time series, covering the entire period 1951-1968, is given 
in Table IA-14. The flows were taken to be equal to the first differ
ences in this balance sheet for all assets except corporate stock. The 
problems of measuring net purchases of stock will be discussed for 
all the new sectors together in a later section of the Appendix. 
3. Selected Nonprofit Institutions 

This sector is constructed out of several disparate elements. The 
estimates of income, fixed investment, and consumption expenditures 
of nonprofit institutions are those a.ppearing in the OBE's national 
income and product accounts. Appendix Ill's estimates of the income, 
outlay, and balance sheets of foundations, colleges, and universities 
provided estimates of the financial assets of these institutions; these 
were supplemented by the estimates of the. financial assets of labor 
unions in Appendix IV in order to yield the estimates of financial 
assets for the entire sector. Flow of funds accounts estimates of the 
debt of nonprofit institutions were used on the liabilities side. Finally, 
the estimate in Appendix II was used for institutional land. 

Thus, the estimates grouped under the label "selected nonprofit in
stitutions" do not provide a reliable picture of the role of nonprofit 
institutions in the economy, nor of the size of their assets. Presumably, 
the estimates of tangible assets, of income, and of consumption cover 
alll1ol1profit institutions. The estimates of financial assets cover only 
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three institutional groups, however; religious organizations and hos
pitals are obviously major exclusions. To assume that this collection· 
of estimates constitutes a valid approximation of a nonprofit sector is 
to assert that the holdings of the excluded institutions would make 
rehttively little contribution to the total financial assets of all non
profit institutions. 

It is therefore preferable to consider the aggregates listed under 
"selected nonprofit institutions" as an attempt to collect known ele
ments of assets, liabilities, and transactions which belong neither to 
households proper nor to any other sector in the present scheme of 
things, and which do pertain to nonprofit institutions. 

The financial assets in the balance sheet were taken from the work 
of Nelson and of Troy as reported in Appendices III and IV of this 
report. In the case of foundations, estimates began only in 1953; for 
colleges and universities, estimates were available only for 1953-1966. 
Since the transactions estimates were based on first differences in the 
balance sheets, a time series covering the years 1951-1968 was neces
sary; and we extrapolated Nelson's estimates after consultation with 
him on the aPl?ropriate methodology. Troy's time series on total assets 
and total liabIlities were used; the portfolio composition was taken 
to be the same as that reported for the more limited aggregates; the 
1962 breakdown was used for earlier years. 

vVe have already suggested that the estimates of the transactions 
in financial assets were derived from the change in balance sheet hold
i ngs. This is true for all assets with the exception of corporate stock; 
here an adjustment was made to allow for price movements, details 
of which are given below in Section D2. No such adjustment was 
made for the assets of labor unions, since the reported holdings are 
valued at cost rather than at market. 
4. A88et8 of Federal Life Insurance Oompanie8, 1951-1968 

The assets of fraternal life insurance companies in Table IA-15 
arc derived from accompanying Tables IA-16 and IA-17. Table IA-17 
shows the percentages allocated to each asset in a given year by the 10 
largest fraternal life insurance companies."" Total assets for all fra
ternallife insurance companies, shown in column 2 of Table IA-16, 
come from the Life In8urance Fact Book. Table IA-16 also shows the 
percentage which the assets of the 10 largest companies comprise of 
total assets (jf all companies (column 3). In Table IA-15, the percent
ages from Table IA-17 are applied to the total assets of all fraternal 
insurance companies (Ta,ble IA-16, column 2) to arrive at the compre
hensive breakdown of assets for all companies for the entire period. 

The sector accounts for fraternal insurance presented in Appen
dix I are based on these data. The composition of the bond account 
was estimated for 1951 and 1952 in order to derive both flows and 
balance sheets for 1952. Throughout the period covered, the "unallo
cated bonds" were assumed to be an addition to "corporate and for
eign bonds" held by the sector. Other assets were placed in the "unal
located" category. By analogy with the flow of funds treatment of 
l)l"ivate pension funds, their liability for policy reserves was taken 
to be equal to the value of their assets. 

20 The figures for these 10 largest companies come from survey reports and from Be8t'8 
Life In8urance Report. 

53·940 0 " 71 " pt. 6 . 
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With the exception of corporate stock, the flows are taken to be 
. equal to the change in the holdings as shown on the balance sheet. For 
stocks, an attempt was made to allow for the appreciation shown by 
the Dow-Jones Industrial Index in defining net purchases. 
5. Mortgage Bankers 

These institutions are included in the finance company sector of the 
flow of funds accounts; thus nothing else in the system is changed by 
their inclusion or exclusion from exr.licit consideration. Such stock
holdings as they may have are negliglble. The data which are given in 
Table IA-18, therefore, appear here only for the sake of completeness. 

From 1951-1954, the estimates are those appearing in Saul B. Kla
man, The P08twar Rise of Mortgage Oompanies, New York, NBER, 
1959. The estimates for 1955-1968 are those of the Mortgage Bankers 
Association; they appear in various issues of 1I1ortgage Banking. 

D. CORPORATE SECURITIES 

1. Value of Oorporate Bonds Outstanding 
The present flow of funds series consists of Hickman's estimate of 

the part value of corporate bonds outstanding 21 increased each year by 
the SEC's estimates of net change in corporate debt securities out
~tanding.22 Meiselman and S~apiro derived similar series for several 
mdustrlal groups of corporatlOns, as well 'as for the aggregate of non
financial corporations.23 The latter differs from the flow of funds series 
by amounts which vary from year to year. Since the Meiselman and 
Shapiro series ends in 1958 and its divergence from the flow of funds 
series seems to be the result of statistical revisions for the most part, 
the flow of funds estimates must be used by de:fault. 

Unfortunately, the inclusion of the new institutional sectors for 
purposes of this study adds reported institutional bond holdings for 
some years in excess of the residually estimated flow of funds "house
hold" bond holdings. Clearly the bond holdings of these new sectors 
may be overstated. It is also the case, however, that the SEC net 
change series has not been checked against a benchmark, since none 
was Iwallable; and questions have been raised about the completeness 
of the net change series for many years. 

We, therefore, attempted to provide such a benchmark for 1966 
and then to adjust the annual flows in such a way as to account for 
the change in the par value of corporate bonds between the Hickman 
study and 1966. The new series is given in Table IA-19. 

The resulting series is a par value series, as is the flow of funds series 
which it replaces. It consists of the published series on the outstanding 
debt of railroads and utilities, the flow of funds estimates of the out
standing debt of financial institutions, and an estimate of industrial 
bonds and notes consistent with the totals derived from summing in
dividual company data for all relevant companies in Moody's 1967 
Industrial Manual. Each of these components is described below. 

111 W. Braddock Hickman. The Volume of Oorporate Bond FinanCing Since 1900, Prince-
ton. 1953, p. 251.' . 

"" SEC, Net Ohange in Oorporate Securities Outstanding, Washington, D.C., 1966, nnd 
Statistical Bulletin. various Issups. 

23 David JlIelselmnn and Ell Shapiro, The Measurement of Oorporate Sources and Uses oj 
Funds, Technical Phper 18, New York. NBER, 1964. 
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a. Regulated Industries 
Data on 10lw-term debt outstanding were taken from statistical re-

ports of regul~tory agencies and trade associations. . 
(1) Railroads: Data are those of the Interstate Commerce CommIs

sion, Statistics of Class I railroads, as reported in Moody's Transpor
tation AI amtal1969, pp. a49 and a50.The sum of "funded debt unma
ttu'ed," "equipment obligations," ~nd. "long-term d.ebt in defauW' was 
adjusted upwa.rd to allow for sWltchmg and termmal compallle~ and 
other differences between Hickman's estimates and the ICC serIes. 

(2) Electric Utilities: Data were taken from the Federal Power 
Commission's Stati.stics of P7ivately Owned Elect?'ic Utilities in the 
United States, various years. The series used was "bonds less bonds 
reac<J,uired" for class A and B electric utilities. 

(3) Gas Utilities: Data were found in the American Gas Associa
tion's Historioal Statistics of the Gas Industry, 1963, and Gas Faots, 
various issues. The series used covers bonds and debentures of all 
investor-owned firms in the gas utility and pipeline industries. 

( 4) Telephone & Telegraph: Data were obtained from the Federal 
Communications Commission's Statistios of Gom?nunioations Gommon 
Gamers, various years. Telephone bonds consist of "mortgage bonds," 
"debentures," and "other funded debt" of annually reporting Bell 
companies, annually reporting non-Bell companies, and "selected 
large telephone carriers not subject to the reporting requirements of 
the commIssion." Telegraph bonds cover funded debt of both domestic 
and overseas carriers. 

b. Industrial Bonds and Notes 
A 1966 benchmark was obtained by summing the long-term debt 

exclusive of mortgages (bonds and notes including private placements) 
for all domestic corporations listed in the 1967 edition of Moody's 
Indttst1'ialllf anual, with some adjustment for the fact that end-of-year 
data were not available for some companies. In addition, a similar 
estimate was derived for nonrail transport, since such companies have 
issued bonds and their debt was reportedly included in Hickman's 
benchmark for utilities in 1943. From this total was subtracted Hick
man's estimate for "industrial bonds" for 1947, augmented by the 
difference between Hickman's "utility" estimate and the sum of the 
utilities estimates described above. The SEC series on net change in 
industrial and nonrail transport debt outstanding was then stepped up 
by a factor defined as the ratio of the benchmark difference to the sum 
of cumulated net change from 1948 through 1966; and a series on out
standings was derived using this revised investment series by the same 
llIethod used in the flow of funds estimate. No revision was made in 
the net change series for 1967 and 1968. 

o. Finanoe 
This series is taken directly from the flow of funds. It consists of 

the bonds of banks and finance companies. 
13. Owporate Stook 

The value of outstanding domestic stock other than investment com
pany slutres shown in Table IA-20 is the series given in Appendix VI 
of this Repolt with minor modifications occasioned by the substitution 
of a more refined estimate of investment company shares elsewhere in 
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the system. The estimates of foreign stock held by U.S. residents come 
from the balance of payments statistics and are mcorporated into the 
flow of funds accounts. 

The domestic total was redivided into the stock of nonfinancial 
and all financial corporations on the basis of the data on the industrial 
composition of outstanding stock appearing in Appendix VI. The 
estimate of financial stock outstanding was interpolated and extrapo
lated by the finance component of the NYSE stock price index. Net 
issues are the sum of investment company net issues and the bank 
issues from the flow of funds. The estimates for nonfinancial corpora
tions were then derived residually. 

The net issue series all come from the SEC series "net change in 
corporate stock outstanding," and these are shown in Table IA-22. The 
net purchases were taken from the flow of funds accounts, with the 
exception of households, nonprofit institutions, and the newly created 
financial institutions. 

For all but households, the estimates of Table IA-22 were derived 
from the holdings data of Table IA-21 and the indicated price index, 
using the relationship 

A t=(4I-lpPA +Nt)pP, 
1-1 A 

where At=holdings at the end of year t 
P,= price index at the end of year t 
PA=mid-year price during year t, and 
Nt=net purchase during year t. 

The resulting series are quite noisy; however, the attempt to use a 
confidential SEC series on net purchases by all investment companies 
produced an even more peculiar series for nonmutual funds when the 
open-end purchases were netted out. 

E. SECTOR BALANCE SHEETS 

These balance sheets are the result of supplementing the flow of 
funds accounts with the data discussed in Sections B through D of 
this Appendix. The aggregate corporate stock and bond serIes were 
replaced by those covered in Section D. The estimates of tangibles 
from Section B were added to these modified flow of funds estimates 
of financial assets and liabilities in order to produce the full balance 
sheets of Tables IB-l through IB-9. 

The remaining differences between these estimates and the flow of 
funds accounts come from two sources. One is the difference in sector
ing which results from the exclusion of some nonhouseholds from 
the household sector given here. The other is the differences in asset 
categories which result from a higher degree of aggregation. 

The entries for the NBER finance sector exceed the corresponding 
flow of funds aggregates by an amount equal to the sum of the 
holdings of personal trusts and estates, fraternal insurance companies, 
and those investment companies not members of the Investment Com
pany Institute. The holdings of the NBER's household sector are less 
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than the corresponding household holdings in the flow of funds 
accounts by the amount of the holdings of these newly created finan
cial institutions; in addition, the portfolios of nonprofit institutions 
have been subtracted from the flow of funds household account as 
well. Additional assets in the form of claims on life insurance and 
persomil trusts were given to the remaining household sector by anal
ogy with the treatment of life insurance and pension fund claims in 
the flow of funds accounts. Finally, since household holdings of cor
porate bonds and stock are derived residually, the holdings reported 
in Table IB-2 also reflect the difference between the series on corpo
rate securities outstanding in the two systems. 

The asset categories differ from the flow of funds categories in 
several additional respects. Monetary reserves is the sum of flow of 
funds categories gold, foreign exchange, and Treasury currency. Cur
rency and demand deposits, time deposits, and short-term U.S. Gov
ernment securities are equivalent in the two systems. Other short
term claims consist of bank loans n.e.c., other loans, consumer credit, 
security credit, trade credit, taxes payable, and interbank items. 

The bonds entry in the present accounts covers all U.S. Govern
ment and agency issues not included in the short-term claims, State 
and local government securities, and corporate and foreign bonds, 
the latter modified as described above. Mortgages covers all mortgages 
in the flow of funds system; claims on life insurance, pension and 
personal trusts consists of the flow of funds items life insurance re
serves ll,nd pension fund reserves plus the total assets of fraternal 
insurance and of bank administered personal trusts. 

The estimate of corporate shares is the total discussed above in 
Section D2. Equity in unincorporated business is equal to the sum of 
the net worth of farm and nonfarm noncorporate business. Miscel
laneous assets and liabilities a·re taken directly frQm the flow of funds 
accounts; thus the category includes direct investment, other identi
fiable claims, and various floats and unallocated items. 

The totals shown here are those for all domestic sectors. In addi
tion to the discrepancy for any instrument between total assets and 
total liabilities introduced by removing the rest of the world sector 
from the flow of funds accounts, there are some discrepancies in the 
system as well. Bank and holder records differ on currency and demand 
deposits; the trade credit and miscellaneous accounts both show dis
crepancies in the flow of funds. These have been preserved in the bal
ance sheet tables appearing below. 
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Table IA-l 

REPLACEMENT COST VALUE OF CONSUMER DURABLES AND 
LAND ESTIMATES NOT APPEARING IN APPENDIX II 

($ millions) 

Land 
Consumer Financial Nonfi na nc ia 1 
durables Farms institutions 4 corl!0rate 

1952 90,253 67,254 564 21,190 

1953 95,603 65,227 659 25,395 

1954 99,050 67,562 969 26,564 

1955 107,890 70,616 1,044 32,173 

1956 117,298 76,084 1,268 37,115 

1957 126,533 80,582 1,632 42,123 

1958 129,143 87,856 1,710 46,810 

1959 136,447 92,540 1,863 53,054 

1960 140,845 92,880 2,250 55,883 

1961 143,292 98,684 2,681 61,313 

1962 150,257 103,940 3,188 66,448 

1963 158,569 111,313 3,787 72,332 

1964 169,771 119,168 4,412 78,252 

1965 183,205 129,002 5,087 83,591 

1966 196,879 136,483 6,287 90,190 

1967 211,475 144,758 6,727 96,536 

1968 233,817 152,599 7,171 102,878 

Source: see text. 



Table lA-2 (a) 

REPLACEMENT COST STOCK OF ,RESIDENTIAL STRUCTURES 
($ millions) 

1952 1953 1954 1955 1956 1957 1958 1959 

All sector total 289,514 301,341 317,300 346,681 373,932 391,757 412,021 439,165 

Tota 1 public 7,562 8,193 8,586 8,852 9,111 9,506 10,345 11,343 

'Federal Government 3,530 3,694 3,789 3,715 3,657 3,737 4,075 4,580 
~ 

State & local government 4,032 4,499 4,797 5,137 5,454 5,769 6,270 
-..) 

6,763 C;:) 

Total private 281,952 293,148 308,714 337,821 364,821 382,251 401,676 427,822 

Households 237,260 247,402 261,634 288,085 312,253 327,707 344,411 366,483 

Farm 18,433 19,076 19,581 20,614 21,833 22,500 23,179, 24,100 

Nonfarm noncorporate 14,807 14,964 15,348 16,184 17,001 17,649 18,655 20,217 

Corporate nonfinancial 11,449 11,702 12,147 12,941 13,727 14,413 15.447 17,019 

Source: see text. 



Table IA-2 (b) 

REPIACEMENT COST STOCK OF RES IDENTIAL STRUCTURES 
($ ""illions) 

1960 1961 1962 1963 1964 1965 1966 1967 1968 

All sector total 457,723 476,723 502,157 532,296 561,620 590,704 627,501 673,240 715,569 

Total public 11,943 12,662 13,580 14,106 14,832 15,624 16,689 18,274 19,368 

Federal Government 4,828 5,059 5,242 5,353 5,531 5,698 5,914 6,303 6,518 tv 
'I 

State & local Government 7,115 7,603 8,338 8,753 9,301 9,926 10,775 11,971 12,850 ~ 

Total private 445,780 464,061 488,577 518,190· 546,788 575,080 610,812 654,966 696,201 

Households 381,204 395,480 413,697 435,499 455,888 475,936 502,130 536,305 567,055 

Farm 24,640 24,943 25,549 26,311 26,911 28,108 29,886 31,609 32,860 

Nonfarm noncorporate 21,684 23,837 27,387 32,028 27,357 42,762 48,441 54,344 60,987 

Corporate nonfinancial 18,279 19,795 21,939 24,345 26,623 28,493 30,575 32,933 35,527 



Table IA-3 (a) 

REPLACEMENT COST STOCK OF NONRESIDENTIAL STRUCTURES 
($ millions) 

1952 1953 1954 1955 1956 1957 1958 1959 

All sector total 286,743 299,952 314,471 342,234 378,428 405,220 425,242 445,774 

Tota 1 public 145,207 153,029 161,766 176,522 195,185 209,735 222,559 235,995 

Federal Government 44,579 47,872 50,716 53,614 56,925 59,483 61,683 63,983 

State & local government 100,628 105,157 111,050 122,903 138,260 150,252 160,876 172,012 ~ 
---l 
C}1 

Total private 141,536 146,923 152,705 165,712 183,243 195,485 202,683 209,779 

Institutional 15,035 15,844 16,869 18,709 21,025 22,781 24,155 25,530 

Farm 10,848 10,735 11,029 11,704 12,505 12,852 13,358. 13,529 

Nonfarm noncorporate 8,426 8,934 9,487 10,764 12,598 13,745 14,352 15,659 

Corporate financial 2,496 2,695 2,991 3,414 3,890 4,347 4,750 5,236 

Corporate nonfinancial 104,731 108,715 112,329 121,121 133,225 141,760 146,068 149,825 

Source: see text. 



Table IA-3 (b) 

REPLACEMENT COST STOCK OF NONRESIDENTIAL STRUCTURES 
($ millions) 

1960 1961 1962 1963 1964 1965 1966 1967 1968 

All sector total 466,709 493,634 525,140 557,603 594,320 642,981 701,880 762,306 821,453 

Total public 249,245 266,539 286,877 308,833 332,764 361,839 395,752 431,548 459,832 

Federal Government 65,831 68,395 71,791 75,401 79,308 82,694 87,329 93,438 96,898 

State & local government 183,414 198,144 215,086 233,432 253,456 279,145 308,423 338,110 362,934 ~ 
~ 
0) 

Total private 217,464 227,095 238,263 248,770 261,556 281,142 306,128 330,758 361,621 

Institutional 27,158 29,370 32,019 34,742 37,785 41,498 45,833 50,297 55,741 

Farm 14,232 14,329 14,345 14,497 14,863 15,422 16,087 16,706 17,178 

Nonfarm noncorporate 16,162 17,508 19,486 21,386 23,628 27,040 30,926 34,846 39,438 

Corporate financial 5,577 6,069 6,544 7,298 8,067 8,913 9,961 11,128 12,330 

Corporate nonfinancial 154,335 159,819 165,869 170,847 177,213 188,269 203,321 217,781 236,934 



Table IA-4 (a) 

REPLACEMENT COST STOCK OF PRODUCER DURABLES 
($ millions) 

1952 1953 1954 1955 1956 1957 1958 1959 

All sector total 138,507 147,919 155,595 170,044 189,057 204,492 212,077 220,232 

Tota 1 pub lie 12,404 14,557 15,974 17,627 20,170 22,187 23,896 25,414 

Federal Government 5,755 7,249 7,814 8,300 9,387 10,038 10,571 11,047 

State & local government 6,649 7,308 8,160 9,327 10,783 12,149 13 ,325 14,367 ~ 
-J 
-J 

Total private 126,103 133,362 139,621 152,417 168,887 182,305 188,181 194,818 

Institutional 1,708 1,778 1,854 2,023 2,261 2,396 2,474 2,532 

Farm 18,430 19,484 20,065 20,996 21,781 22,583 23,623 24,215 

Nonfarm noncorporate 25,934 27,032 28,139 30,722 34,240 36,290 37,426 38,272 

Corporate financial 2,043 2,269 2,592 3,044 3,575 4,099 4,551 4,995 

Corporate nonfinancial 77,988 82,799 86,971 95,632 107,030 116,937 120,107 124,804 

Source: see text. 



Table IA-4(b) 

REPLACEMENT COST STOCK oD PRODUCER DURABLES 
($ millions) 

1960 1961 1962 1963 1964 1965 1966 1967 1968 

All sector total 227,44 7 232,566 240,189 249,735 264,133 285,134 314,277 345,085 376,982 

Tota 1 pub lic 27,051 29,231 30,936 32,636 34,213 36,674 39,710 43,514 47,329 

Federal Government 11,667 12,814 13,481 13,764 13,783 14,372 14,866 15,455 15,796 

State & local government 15,384 16,417 17,457 18,872 20,430 22,302 24,844 28,059 31,533 
~ 
--l 
00 

Total private 200,396 203,335 209,251 217,099 229,920 248,460 274,567 301,571 329,653 

Ins t i tu tiona 1 2,556 2,549 2,534 2,531 2,577 2,671 2,849 3,065 3,278 

Farm 24,052 24,139 24,419 25,263 25,983 27,402 29,412 31,695 34,069 

Nonfarm noncorporate 38,667 38,541 38,316 38,264 38,950 40,495 43,301 46,536 50,024 

Corporate financial 5,271 5,623 5,938 6,353 6,738 7,178 7,766 8,365 8,974 

Corporate nonfinancial 129,850 132,483 138,044 144,688 155,672 170,714 191,239 211,910 233,308 



Table IA-5 

INVENTORIES 
($ millions) 

All sector Federal Total Nonfarm 
total Government private Farm NoncorEorate Corporate 

:952 110,867 7,475 103,392 23,174 14,116 66,102 
1.953 114,042 12,945 101,097 18,647 14,539 67,911 
1954 ., 114,645 15,495 99,150 18,462 14,386 66,302 
1955 123,258 17,291 105,967 17,859 15,143 72,965 
1956 130,036 15,144 114,892 18,514 15,836 80,542 
1957 135,045 15,002 120,043 21,193 16,259 82,591 t-:l 
1958 140,662 17,641 123,021 26,199 16,513 80,309 --l 

CO 
1959 142,852 17,912 124,940 22,748 17,272 84,920 

1960 146,954 18,637 128,317 22,962 17,596 87,759 
1961 148,983 17,561 131,422 24,305 17,785 89,332 
1962 155,833 18,208 137,625 25,487 18,372 93,766 
1963 160,719 17,734 142,985 24,888 18,407 99,690 
1964 165,247 16,903 148,344 23,159 19,061 106,124 
1965 178,575 15,945 162,630 26;667 20,178 115,785 
1966 194,397 12,927 181,470 28,373 21,155 131,942 
1967 200,690 12,925 187,765 26,476 21,786 139,503 
1968 216,173 14,029 202,144 29,451 23,403 ~49,290 

Source: see text. 



Table IA-6{a) 

EXTENSION OF GOLDSMITH WEALTH ESTIMATES: PRIVATE SECTOR 

(Millions of 1958 Dollars) 

1952 1953 1954 1955 1956 1957 1958 1959 1960 

1) Total residential structures 308,340 321,626 336,794 354,960 369,891 382,557 395,547 412,139 425,597 
2) 1-4 family nonfarm 259,585 271,722 285,627 302,770 316,687 328,036 339,155 353,067 363,918 

, 3) Multi-family nonfarm 28,730 29,292 30,021 30,615 31,172 32,077 33,566 35,876 38,156 
4) Noncorporate 16,201 16,436 16,756 17,009 17,243 17,667 18,371, 19,471 20,701 
5) Corporate 12,527 12,853 13,261 13 ,601 13,922 14,428 15,212 16,396 17,451 
6) Farm residential structures 20,025 20,612 21,146 21,575 22,032 22,444 22,826 23,196 23,523 

7) Total nonresidential struc. 156,438 162,155 168,052 175,003 183,763 192,164 198,863 205,248 212,813 
8) Institutions 16,971 17,844 18,962 20, III 21,347 22,692 24,180 25,660 27,324 
9) Noncorporate (nonfarm) 13,424 13,379 13 ,655 14,611 15,789 16,269 16,749 17,428 18,318 

10) Corporate 114,825 119,346 123,518 128,102 134,147 140,472 144,971 149,010 153,864 ~ 
11) Farm 11,218 11,586 11,917 12,179 12,480 12,731 12,963 13,150 13 ,307 00 

0 

12) Total producers' durable 147,259 154,214 159,149 166,433 173,784 180,449 182,424 186,766 192,123 
13) Institutions 1,914 2,005 2,069 2,164 2,259 2,346 2,372 2,428 2,498 
14) Noncorporate (nonfarm) 36,347 37,067 37,203 37,854 38,757 39,072 39,326 39,597 39,869 
15 ) Corporate 87,766 92,837 97,081 103,188 109,658 1l6,029 117,481 121,398 126,801 
16) Farm 21,232 22,305 22,796 23,227 23,110 23,002 23,245 23,343 22,955 

17) Total consumer durab1es 94,605 101,382 106,620 117,399 123,602 128,590 129,143 134,563 139,589 

18) Total inventories 117,453 114,315 110,162 1l6,862 122,245 125,107 127,495 128,912 124,358 
19) Noncorporate 15,500 15,900 15,700 16,300 16,500 16,700 16,600 17,300 17,600 
20) Corporate 77 ,300 78,300 76,000 81,400 86,500 87,000 84,800 89,000 91,900 
21) Farm 24,653 20,1l5 18,462 19,162 19,245 21,407 26,095 22,612 14,858 

Source: see text. 



Table IA-6(b) 

EXTENSION OF GOlDSMITH WEALTH ESTIMATES: PRIVATE SECTOR 

(Millions of 1958 Dollars) 

1961 1962 1963 1964 1965 1966 1967 1968 

1) Total residential structures 438,489 453,265 468,744 483,281 496,970 508,119 517,980 530,566 
2) 1-4 family nonfarm 373,447 383,408 393,405 402,195 410,821 417,572 423,957 431,878 
3) Multi-family nonfarm 41,207 45,720 50,931 56,453 61,318 65,527 68,816 73,333 
4) Noncorporate 22,509 25,382 28,933 32,958 36,912 40,284 42,960 46,449 
5) Corporate 18,693 20,333 21,992 23,488 24,595 25,427 26,034 27,058 
6) Farm residential structures 23,835 24,137 24,408 24,633 24,831 25,020 25,207 25,355 

7) Total nonresidential struc. 220,265 227,896 235,221 243,547 255,046 267,937 278,862 289,565 I:>:l 
8) Instltutions 29,109 31,098 32,902 34,923 37,220 39,554 41,639 43,584 00 
9) Noncorporate (nonfarm) 19,558 20,959 22,786 24,795 27,166 29,779 31,832 33,769 ...... 

10) Corporate 158,150 162,262 165,831 169,996 176,747 184,609 191,299 198,062 
11) Farm 13,448 13 ,577 13,702 13 ,833 13,913 13,995 14,092 14,150 

12) Total producers' durable 195,203 201,142 208,355 218,978 233,243 251,448 268,309 284,956 
13) Institutions 2,538 2,414 2,500 2,409 2,566 2,514 2,683 2,850 
14) Noncorporate (nonfarm) 39,649 39,538 39,369 39,758 40,244 41,836 43,637 45,672 
15 ) Corporate 130,200 136,374 143,140 153,066 165,834 181,294 195,061 208,588 
16) Farm 22,816 22,816 23,346 23,745 24,619 25,804 26,928 27,846 

17) Total consumer durables 142,437 149,064 157,937 169,095 183,941 199,270 210,632 227,007 

18) Total inventories 135,532 141,835 146,312 151,044 162,117 176,892 176,054 190,994 
19) Noncorporate 17,800 18,400 18,300 18,900 19,600 20,000 20,200 20,700 
20) Corporate 93,500 98,100 103,200 109,100 116,500 130,100 130,900 143,200 
21 ) Farm 24,232 25,335 24,812 23,044 26,017 26,792 24,954 27,094 



Table IA-7 (a) 

PUBLIC SECTOR WEALTH ESTIMATES 

(Millions of 1958 Dollars) 

1952 1953 1954 1955 1956 1957 1958 1959 1960 

Federal Civilian Structures 58,220 60,567 62,328 62,920 63,285 63,903 64,769 65,824 66,796 
Residential 3,918 3,862 3,789 3,715 3,657 3,737 4,015 4,402 4,585 
Nonresidential 54,302 56,705 58,539 59,205 59,628 60,166 60,754 61,422 62,211 

Buildings 30,388 32,011 33,261 33,497 33,441 33,373 33,306 33,278 33,314 
Highways 1,090 1,119 1,153 1,193 1,230 1,284 1,352 1,403 1,498 
Conservation & Development 21,810 22,574 23,134 23,533 23,981 24,539 25,124 25,747 26,363 
Other 1,014 1,001 991 _ 982 976 970 972 994 1,036 

I:\J 

Federal Equipment (Civilian) 6,938 8,656 9,194 9,321 9,902 10,160 10,467 10,820 11,422 
00 
I:\J 

Federal Inventories 7,952 13,964 16,679 18,553 15,742 15,154 17,571 17,805 18,507 

State and Lccal Structures 119,495 125,304 132,396 140,103 147,947 15~595 166,786 177,671 187,721 
Residential 4,468 4,959 5,220 5,394 5,564 5,,802 6,169 6,498 6,771 
Nonres identia 1 115,027 120,345 127,176 134,709 142,383 150,793 160,617 171,173 180,950 

Buildings 37,993 40,266 42,978 46,015 48,916 52,071 55,292 58,203 61,091 
Highways 47,714 49,738 52,752 56,023 59,266 62,991 68,039 73,990 79,169 
Se"er & Water Systems 17,940 18,786 19,685 20,637 21,725 22,811 23,872 24,935 25,958 
Conservation & Development 1,733 1,787 1,846 1,939 2,078 2,211 2,316 2,428 2,553 
Public Service Enterprises 6,527 6,618 6,717 6,865 7,138 7,409 7,734 8,147 8,622 
Other 3,120 3,150 3,198 3,230 3,260 3,300 3,364 3,470 3,557 

State and Lccal Equipment 8,016 8,726 9,601 10,474 11,375 12,297 13,194 • 14,072 15,061 

Source: see text. 



~ Table IA-7(b) ~ 

'" .. 
0 PUBLIC SECTOR WEALTH ESTIMATES 
0 

~ 
(Millions of 1958 Dollars) 

~ .. 1961 1962 1963 1964 1965 1966 1967 1968 
:;; 

Federal Civilian Structures 67,973 69,193 70,418 71,743 73,131 74,388 75,213 75,815 
Res ident ia 1 4,764 4,854 4,810 4,804 4,831 4,801 4,725 4,673 
Nonres ident ia 1 63,209 64,339 65,608 66,939 68,300 69,587 70,488 71,142 

Buildings 33,407 33,554 33,853 34,279 34,693 34,440 34,172 33,947 
Highways 1,587 1,694 1,822 1,930 2,023 2,129 2,219 2,311 
Conservation & Development 27,145 27,958 28,757 29,535 30,375 31,278 32,043 32,643 
Other 1,070 1,133 1,176 1,195 1,209 1,740 2,054 2,241 I:\:) 

00 
Federal Equipment (Civilian) 12,539 13,185 13,403 13,311 13,682 13,810 13,981 14,104 C<:I 

Federal Inventories 17,508 18,099 17,681 16,819 15,556 12,207 12,182 12,906 

State and Local Structures 198,475 209,284 221,208 233,791 246,610 259,874 270,606 281,782 
ReSidential 7,153 7,689 7,890 8,138 8;363 8,659 9,015 9,326 
Nonresidential 191,323 201,595 213,318 225,653 238,247 251,215 261,591 272,456 

Buildings 64,113 66,914 70,156 73,598 77 ,362 81,657 86,198 90,628 
Highways 84,674 90,315 96,731 103,203 109,348 115,505 118,713 122,088 
Sewer & Water Systems 27,045 28,209 29,444 30,927 32,519 34,007 35,563 37,439 
Conservation & Development 2,689 2,856 3,125 3,382 3,748 4,103 4,506 4,868 
Public Service Enterprises 9,043 9,364 9,782 10,288 10,825 11,323 11,807 12,402 
Other 3,759 3,937 4,080 4,255 4,445 4,620 4,804 5,031 

State and Local Equipment 16,064 17,073 18,376 19,730 21,230 23,079 25,382 28,155 



Table lA-8 
ALL OPEN-END INVESTMENT COMPANIES 

($. millions) 

U.S. 
Total Government Corporate & Corporate COlIIDII!rcial 
~ Cash securities foreign bonds shares ........l!.!!.!er 

1952 3,990 135 132 347 3,376 
1953 4,290 161 133 352 3,644 
1954 6,251 159 158 449 5,485 
1955 7,989 121 260 482 7,061 65 
1956 9,170 140 280 676 7,995 79 

l-..:> 1957 8,831 135 281 790 7,510 115 00 
1958 13,399 204 406 946 11,812 31 ~ 

1959 16,479 251 579 1,136 14,447 66 

1960 17,804 271 &47 1,304 15,482 100 
1961 24,054 365 723 1,668 21,297 1 
1962 22,706 346 787 1,726 19,576 271 
1963 27,022 412 780 1,916 23,670 244 
1964 29,584 483 835 2,341 25,797 128 
1965 37,959 578 874 2,754 33,262 491 
1966 37,460 570 1,545 3,136 31,130 1,079 
1967 49,034 748 924 3,251 43,051 1,060 
1968 57,725 880 1,254 3,736 50,494 1,361 

Source: see text. 



Table IA-9 (a) 

ALL urRER INVESTMENT COMPANIES 
($ millions) 

1952 1953 1954 1955 1956 1957 1958 1959 1960 

Cash 20 15 16 35 30 41 34 37 46 
u.s. Government securities 128 127 123 203 179 177 147 110 216 
State & local government 

securities 
Corporate and foreign bonds 85 95 161 180 222 292 311 366 479 
Corporate shares 3,165 3,251 4,725 5,677 5,237 4,839 5,642 5,925 5,866 t:.:) 
Commercial paper 00 
Mortgages 363 376 372 361 348 . 328 294 263 247 <:.n 
Miscellaneous assets 32 36 35 46 46 53 57 56 95 
Total assets 3,793 3,900 5,432 6,502 6,062 5,730 6,485 6,757 6,949 

Total liabilities 49 58 68 85 110 123 133 161 149 
Bonds 15 15 15 15 23 24 17 17 19 
Short-term loans 7 7 7 7 7 6 6 6 7 
Miscellaneous liabilities 27 36 46 63 80 93 110 138 123 

Net worth 3,744 3,842 5,364 6,417 5,952 5,607 6,352 6,596 6,800 

Source: see text. 



Table IA-9(b) 

ALL OIlIER INVESTMENT COMPANIES 
($ millions) 

1961 1962 1963 1964 1965 1966 1967 1968 

Cash 73 108 24 74 44 72 97 150 
u.S. Government securities 170 168 264 229 153 252 353 569 

.State & local government 
securities 20 55 82 137 238 292 329 362 

Corporate and foreign bonds 452 492 513 544 338 443 605 540 
~ 

Corporate shares 6,640 6,469 7,601 7,757 6,941 6,499 8,675 9,422 00 
Commercial paper 27 3 44 38 7 6 8 ~ 

Mortgages 242 239 268 289 301 317 330 312 
Miscellaneous assets 115 139 146 154 164 160 187 207 
Tota 1 assets 7,712 7,697 8,901 9,228 8,217 8,042 10,582 11,570 

Total liabilities 195 218 237 255 272 . 296 306 311. 
Bonds 23 16 21 25 4 25 24 20 
Short-term loans 6 7 7 8 20 21 21 . 21 
}fiscellaneous liabilities 166 195 209 222 248 250 261 270 

Net worth 7,517 7,479 8,664 8,973 7,945 7,746 10,276 11,259 
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Table IA-lO. 

PORTFO~IO COMPOSITION: NATIONAL BANKS 
(In per cent) 

Personal Trusts and Estates 

Asset Cate8or~ 1963 1964 1965 1966 1967 1968 

I. Bonds and notes 28.02 26.01 24.75 23.97 22.76 22.12 

A. U.S. Government & 
agency issues 9.29 8.63 8.31 8.40 7.68 6.59 

B. State & local government 
issues 10.54 10.34 9.66 9.77 8.77 9.43 

C. Other bonds and notes 8.19 7.04 6.78 5.80 6.31 6.10 

II. Corpora te stock 59.92 62.46 63.64 63.47 64.89 65.97 

A. Common 58.12 60.59 62.05 61.91 63.40 64.11 

B. Preferred 1.80 1.87 1.59 1.56 1.49 1.86 

III. Real estate & mortgages 6.72 5.91 6.40 7.80 7.40 7.04 

A. Mortgages 2.01 1.33 1. 75 2.14 2.17 2.13 

B. Real estate 4.71 4.58 4.65 5.66 5.23 4.91 

IV. Cash and deposits ·3.74 3.80 3.38 3.36 3.42 3.26 

A. Time & savings deposits 2.01 2.31 2.25 2.09 2.11 1.90 

1- Savings & loan 
shares .37 .38 .40 .36 .33 .30 

2. Time deposits 1.64 1.93 1.85 1.73 1.78 1.60 

a. Own bank 1.16 1.43 1.34 1.07 1.27 1.20 

b. Other banks .48 .50 .51 .66 .51 .40 

B. Cash and demand deposits 1. 73 1.49 1.13 1.27 1.31 1.36 

v. Miscellaneous assets 1.72 1. 73 1.64 1.43 1.49 1.59 

Total (per cent) 100.00 100.00 100.00 100.00 100.00 100.00 

Tota 1 assets ($106) 47,932 54,443 60,952 54,272 62,217 71,987 

Source: see text. 
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Table IA-11 

PORTFOLIO COMPOSITION: ALL INSURED BANKS 
(In per cent) 

Persona 1 Trus ts 'and Es ta tes 

Asset Categor:t' 1963 1964 1965 1966 1967 1968 

r. Bonds and notes 23.00 22.31 21.99 23.30 22.15 21.64 

A. U.S. Government & 
agency issues 7.84 7.42 7.21 7.23 6.62 5.72 

B. State and loca 1 govern-
ment issues 10.82 10.52 9.69 10.08 9.03 9.67 

C. Other bonds and notes 4.34 4.37 5.09 5.99 6.50 6.25 

II. Corporate stock .2§.J!1 68.76 69.17 67.28 68.58 69.30 

A. Common 65.84 66.91 67.44 65.65 67.02 67.37 

B. Preferred 2.23 1.85 1. 73 1.63 1.56 1.93 

III. Real estate & mortgages !h':!l 4.38 4.66 5.52 5.32 5.11 

A. Mortg,\ges 1.01 .94 1.21 1.50 1.54 1.53 

B. Real estate 3.46 3.44 3.45 4.02 3.78 3.58 

IV. Cash and deposits 3.24 3.30 2.96 2.89 2.90 2.110 

A. Time and savings deposits 1.77 2.02 1.97 1.85 1.83 1.67 

1. Savings & loan shares .46 .46 .48 .43 .39 .35 

2. Time deposits 1.31 1.56 1.49 1.42 1.44 1.31 

a. Own bank .88 1.11 1.05 .82 .98 .94 

b. Other banks .43 .45 .46 .60 .46 .37 

B. Cash & demand deposits 1.47 1.28 .99 1.04 1.07 1.13 

IV. Miscellaneous assets l.:lQ 1.24 l.:lQ hQl 1.06 1.15 

Total (per cent) 100.00 100.00 100.00 100.00 100.00 100.00 

Total assets ($106) 101,200 105,443 114,952 113,000 126,223 138,368 

Source: see text. 



Table IA-12 (a) 

PERSONAL TRUSTS AND ESTATES: BALANCE SHEETS 

$10
6 

Tota1* Common Preferred State & Corporate U.S. Gavt. Mort- Other* 
~ stock stock ~ bonds securities ~ Cash assets 

A. Personal Trusts other than Common Trust Funds 
1951 34,590 16,420 1,500 4,600 1,800 7,000 690 640 1,940 
1952 34,880 17,850 1,470 5,260 1,390 5,590 710 690 1,920 
1953 34,290 17,290 1,390 5,400 2,150 4,770 810 580 1,900 
1954 42,080 23,740 1,680 6,100 2,650 4,680 930 410 1,890 
1955 48,000 28,510 1,610 6,620 2,580 4,860 980 970 1,870 
1956 48,860 30,650 1,450 7,210 2,460 3,690 830 680 1,890 
1957 44,103 27,210 1,291 7,791 2,335 2,513 671 385 1,907 
1958 53,355 36,017 1,274 7,787 2,589 2,552 738 475 1,923 
1959 59,351 40,018 1,235 9,098 2,604 2,794 772 496 2,334 
1960 60,723 40,873 1,244 9,182 2,717 2,932 831 530 2,414 t>:) 

1961 72,592 52,059 1,296 10,064 2,880 2,256 886 536 2,615 00 
1962 72,975 49,499 1,316 11,644 3,033 2,773 942 552 3,216 

(0 

B. Personal Trusts and Estates other than Common Trust Funds 
1951 38,326 17,020 1,556 4,762 1,808 8,992 794 828 2,566 
1952 38,647 18,686 1,541 5,500 1,410 7,252 793 899 2,566 
1953 37,822 18,123 1,459 5,654 2,184 6,196 906 757 2,543 
1954 46,246 25,059 1,775 6,431 2,711 6,123 1,048 539 2,560 
1955 53,136 30,359 1,717 7,041 2,663 6,414 1,114 1,286 2,542 
1956 54,528 33,156 1,571 7,791 2,579 4,948 958 916 2,610 
1957 49,660 29,833 1,417 8,533 2,482 3,415 786 526 2,669 
1958 60,665 40,034 1,418 8,646 2,788 3,516 876 657 2,729 
1959 67,541 44,491 1,375 10,104 2,806 3,849 916 687 3,313 
1960 69,103 45,420 1,384 10,192 2,926 4,038 985 734 3,425 
1961 81,956 57,697 1,438 11,142 3,093 3,099 1,048 739 3,700 
1962 81,659 54,167 1,442 12,727 3,217 3,761 1,100 752 4,493 

--------- -- ----- ----

* Includes real estate. 
Source: see text. 



Table IA-12 (b) 

PERSONAL TRUSTS AND ESTATES: BALANCE SHEETS 
. $106 

Total" Common Preferred State & Corporate U.S. Govt. Mort- Other* 
assets stock stock local bonds securities ~ Cash assets 

C. Common Trust Funds 
1951 820 310 110 ** 90 290 10 10 ** 
1952 1,040 410 130 10 130 340 10 10 ** 
1953 1,290 546 160 10 220 331 10 10 **3 
1954 1,596 748 190 26 289 318 14 10 ** 
1955 1,869 911 214 31 358 322 20 11 1 
1956 1,974 985 209 39 417 278 27 17 1 
1957 1,965 936 205 44 526 211 30 14 ** 
1958 2,434 1,292 221 47 647 174 33 19 1 
1959 2,668 1,437 211 42 710 210 38 18 ** 
1960 2,812 1,454 215 45 810 220 46 22 1 

~ 1961 3,551 1,986 232 84 955 219 52 22 1 
1962 3,576 1,753 239 152 1,090 258 59 24 3 0 

D. All Personal Trusts and Estates 
1951 39,146 17 ,330 1,666 4,762 1,898 9,282 804 838 2,566 
1952 39,687 19,096 1,671 5,510 1,540 7,592 803 909 2,566 
1953 39,112 18,663 1,619'- 5,664 2,404 6,526 916 767 2,543 
1954 47,841 25,807 1,965 6,457 3,000 6,441 1,062 549 2,560 
1955 55,005 31,270 1,931 7,072 3,021 6,736 1,134 1,297 2,543 
1956 56,502 34,141 1,780 7,830 2,996 5,226 985 933 2,611 
1957 51,625 30,769 1,622 8,577 3,008 3,626 816 540 2,669 
1958 63,099 41,326 1,639 8,693 3,435 3,690 909 ~ 676 2,730 
1959 70,209 45,928 1,586 10,146 3,516 4,059 954 705 3,313 
1960 71,915 46,874 1,599 10,237 3,736 4,258 1,031 756 3,426 
1961 85,507 59,684 1,670 11,226 4,048 3,318 1,100 761 3,701 
1962 85,235 55,920 1,681 12,879 4,307 4,019 1,159 776 4,496 

* Includes real estate. 
** < .5 million. 



Table IA-13(a) 

ASSET COMPOSITION OF ALL COMMON 'TRUST FUNDS--END OF YEAR 
(In per cent) 

1954 1955 1956 1957 

Total Assets 1,595.7 1,868.7 1,974.4 1,965.5 

Cash .7 .6 .9 .7 
u.S. Government securities 19.9 17.2 14.1 10.8 

l'.arketable: !!: 1 year .2 .3 ,3 .7 
Narketab1e: > 1 year 7.7 7.2 5.8 4.9 
Other nonmarketable 12.0 9.8 8.0 5.2 

State & local go~t. sec. 1.6 1.7 2.0 2.2 
Corporate & foreign bonds 18.1 19.2 21.1 26.7 

Domestic corporate 17.1 18.1 19.8 24.7 
Other 1.0 1.1 1.3 2.0 
Private placements n.a. n.a. o.a. n.a. 

Mortgages .9 1.1 1.4 1.5 
Preferred stock 11.9 11.5 10.6 10.4 
Common stock 46.9 48.7 49.9 47.7 

Bank & finance 5.4 5.0 4.6 4.5 
Utility 9.9 10.1 10.2 10.6 
Other- 31.6 33.6 35.1 32.6 

Savings accounts * * * * 
Other assets 

N.A.: Not available. 
* : < .05% 
Sources: see page c. 

1958 1959 

2,434.4 2,666.7 

.8 .7 
7.1 7.9 

.5 .8 
4.3 5.9 
2.4 1.1 
1.9 1.6 

26.5 26.6 
24.5 23.4 
2.0 3.2 

n.a. n.a. 
1.4 1.4 
9.1 7.9 

53.1 53.9 
5.2 5.2 

11.8 11.4 
36.1 37.3 

* * 

• 

1960 

2,812.6 

.8 
7.9 

.7 
6.6 

.5 
1.6 

28.8 
25.0 
3.8 

n.a. 
1.6 
7.6 

51.7 
5.1 

12.6 
34.0 

* 

tv c:o 
'":-' 



Table IA-13(b) 

ASSET COMPOSITION OF ALL CoMMoN TRUST FUNDS--END OF YEAR 
(In per cent) 

1961 1962 1963 1964 1965 1966 1967 1968 

Total Assets 3,550.9 3,577.7 4,539.8 5,819.7 7,529.1 7,612.0 8,347.5 9,553.5 

Cash .6 .7 .8 .7 1.0 .9 1.0 1.3 
U.S. Government securities 6.2 7.2 11.0 10.9 9.2 8.9 6.2 5.2 tv 

Harketable: ! 1 year .6 .8 1.6 1.1 1.0 1.1 .8 1.3 to 
Harketable: '> 1 year 5.3 6.2 tv 

Other nonmarketable .3 .2 9.4 9.8 8.2 7.8 5.4 3.9 

State & local govt. securities 2.4 4.2 7.6 12.1 14.9 17.8 17.7 16.3 
Corporate & foreign bonds 26.9 30.5 24.1 23.1 25.0 26.3 25.6 23.9 

Domestic corporate 23.0 26.0 24.1 23.1 21.4 21.5 21. 7 20.5 Other 3.9 4.5 
Private placements n.a. n.a. n.a. n.8. 3.6 4.8 3.9 3.4 

Mortgages 1.5 1.6 2.0 2.3 2.4 2.7 2.6 2.4 
Preferred stock 6.5 6.7 4.9 3.7 2.9 2.3 2.2 2.6 
Common stock 56.0 49.0 49.4 47.0 44.2 40.5 44.3 47.7 

Bank & finance 6.6 5.6 5.0 4.2 3.6 3.5 3.3 4.0 
Utility 13.7 12.7 11.6 10.6 8.9 8.2 7:0 7.2 
Other 35.7 30.7 32.8 32.2 31.6 28.8 33.9 36.5 

Savings accounts * .1 .4 
Other assets .2 .2 .5 .4 .6 

N.A. : Not available. 
" : < .05% 
Sources: see page c . 



Table IA-13(c) 

Sources: 1954, Federal Reserve Bulletin, August 1956, page 801. 
1955-56, Federal Reserve B~lletin, June 1957, page 623. 

1957, Federal Reserve Bulletin, May 1958, page 536. 
1958, Federal Reserve Bulletin, May 1959, page 478. 
1959, Federal Reserve Bulletin, May 1960, page 480. 
1960, Federal Reserve Bulletin, May 1961, page 527. 
1961, Federal Reserve Bulletin, May 1962, page 530. 
1962, Federal Reserve Balletin, June 1963, page 776. 
1963, 1964, Silverberg, National Bank Review, Y~rch 

1965, page 365. 
1965, Hanzaryk, Ngtional Bank Review, June 1967, page 442. 
1966-68, Hanzaryk, Unpublished manuscript. 

.~ 
CIj 



Table IA-14(a) 

ASSETS OF PERSONAL TRUSTS AND ESTATES ($106) 

1951 1952 1953 1954 1955 1956 1957 1958 1959 

Total assets 39,146 39,687 39,112 47,842 55,005 56,502 51,625 63,089 70,209 

Cash 838 909 767 549 1,297 933 540 676 705 

U.S. Government securities 9,282 7,592 6,526 6,441 6,736 5,226 3,626 3,690 4,059 

State & local government 4,762 5,510 5,664 6,457 7,072 7,830 8,577 8,693 10,146 

Corporate bonds 1,898 1,540 2,404 3,000 3,021 2,996 3,008 3,435 3,516 t:-:) 
<:0 

Mortgages 804 803 916 1,062 1,134 985 816 909 954 ~ 

Pre ferred stock 1,666 1,671 1,619 1,965 1,931 1,780 1,622 1,639 1,586 

Common stock 17,330 19,096 18,663 25,807 31,270 34,141 30,769 41,326 45,928 

Total, other assets 2,566 2,566 2,543 2,560 2,543 2,611 2,669 2,730 3,313 

Real estate 1,403 1,403 1,390 1,399 1,390 1,428 1,459 1,492 1,811 

Time deposits 720 720 713 718 713 732 749 766 929 

Misce llaneous 443 443 440 443 440 451 461 472 573 

Source: see text. 



Table IA-14(b} 

ASSETS OF PERSONAL TRUSTS AND ESTATES ($106) 

1960 1961 ~ 1963 1964 1965 1966 1967 1968 

Tota 1 assets 71,915 85,507 85,235 101,200 105,443 114,952 113,000 126,223 138,368 

Cash 756 761 776 1,491 1,347 1,143 1,170 1,354 1,560 

U.S. Government securities 4,258 3,318 4,019 7,930 7,829 8,292 8,166 8,358 7,910 

State & local government 10,237 11,226 12,879. 10,953 11,092 11,142 11,395 11,396 13,377 

Corporate bonds 3,736 4,048 4,307 4,390 4,610 5,851 6,764 8,199 8,654 t-:) 
CO 
<:11 

Mortgages 1,031 1,100 1,159 1,027 995 1,386 1,698 1,939 2,123 

Pre ferred stock 1,599 1,670 1,681 2,258 1,948 1,986 1,844 1,963 2,676 

Common stock 46,874 59,684 55,920 66,626 70,553 77 ,518 74,184 84,594 93,220 

Total, other assets 3,426 3,701 4,496 6,524 7,069 7,633 7,778 8,422 8,847 

Real estate 1,873 2,023 2,458 3,506 3,622 3,967 4,548 4,767 4,955 

Time deposits 961 1,038 1,261 1,802 2,137 2,292 2,091 2,317 2,298 

Misce llaneous 592 640 777 1,216 1,310 1,374 1,139. 1,338 1,594 



TABLE IA-15 (a) 

PORTFOLIO OF FRATERNAL LIFE INSURANCE COMPANIES 

($106) 

Assets 1951 1952 1953 1954 1955 1956 1957 1958 1959 

Mortgages 385.1 423.0 452.6 493.5 595.7 651.1 677.3 716.6 738.4 

Corporate stocks 97.0 103.6 94.0 102.9 99.5 98.1 92.2 118.8 132.7 

Total bonds 1,570.5 1,606.0 1,628.2 1,665.1 1,694.8 1,730.3 1,700.4 1,743.8 1,834.4 
Corporate 938.0 959.0 923.2 1,Q08.2 1,025.1 1,058.6 1,060.3 1,107.8 1,173.0 
State and ioea1 392.0 401.0 376.4 424.6 432.3 445.1 436.4 438.4 451.2 I:,;) 
U. S. Government 174.5 178.0 171.0 192.5 196.6 183.5 162.1 155.9 168.3 CO 
Una l10ca ted 66.0 68.0 157.6 39.8 40.8 43.1 41.6 41.7 42.0 O:l 

Real estate 56.0 68.9 79.4 86.8 93.3 93.7 105.6 110.3 115.9 

Certified loans 86.3 88.7 92.6 98.8 105.4 110.4 113.2 11-9.7 127.2 

Time & savings deposits .2 .2 .2 .3 .3 .3 .3 .3 .3 

Cash & bank deposits 30.1 28.3 35.6 39.8 28.7 21.7 25.4 26.3 26.4 

Other 34.6 40.3 53.3 65.9 64.1 74.5 79.9 82.9 89.2 

Total 2,260.0 2,359.0 2,436.0 2,553.0 2,682.0 2,780.0 2,794.0 2,919.0 3,065.0 

Source: see text. 



TABLE I A-15 (b) 

PORTFOLIO OF FRATERNAL LIFE INSURANCE COMPANIES 

($106) 

Assets 1960 1961 1962 1963 1964 1965 1966 1967 1968 

Mortgages 726.1 810.1 829.2 857.0 884.8 917.1 1,035.3 1,ll2.1 1,061.0 

Corporate stocks 142.3 148.7 152.2 180.7 210.0 214.7 220.6 244.9 259.3 

Total bonds 1,951.3 1,852.4 1,940.6 2,030.2 2,101.6 2,158.9 2,315.7 2,394.9 2,435.9 
Corporate 1,336.0 1,312.3 1,429.7 1,536.8 1,614.0 1,742.5 1,916.8 2,010.5 2,051.9 

t>:I State and local 460.4 379.6 306.8 275.1 276.4 257.4 259.9 256.1 229.0 CO 
U.S. Government 154.9 122.9 166.0 179.3 168.0 159.1 139.0 127.8 llO.O ~ 
Una 110ca ted 37.7 38.1 39.1 43.1 .4 45.0 

Real estate 125.9 133.5 152.2 170.0 168.0 175.1 171.0 190.0 202.2 

Certified loans 141.4 141.3 147.9 158.7 164.4 174.4 192.7 210.8 210.0 

Time & savings deposits 1.0 .6 .7 .7 .7 .8 .4 .4 .9 

Cash & bank deposits 25.4 30.3 25.6 33.0 35.0 33.5 23.8 23.3 24.7 

Other 99.3 108.0 119.2 119.6 121.2 132.9 139.8 142.5 135.1 

Total 3,213.0 3,225.0 3,368.0 3,550.0 3,685.0 3,807.0 4,100.0 4,319.0 4,329.0 



298 

Table IA-16 

ASSETS OF FRATERNAL LIFE INSURANCE COMPANIES 

($106) 

Year Tota 1 Assets Tota 1 Assets Per 
10 Larges t All Fraternals Cent 

1951 990.38 2,260.00 .438 

1952 1,052.08 2,359.00 .446 

1953 1,101.02 2,436.00 .452 

1954 1,164.49 2,553.00 .456 

1955 1,220.93 2,682.00 .455 

1956 1,289.20 2,780.00 .464 

1957 1,359.47 ~,794.00 .487 

1958 1,447.36 2,919.00 .496 

1959 1,536.29 3,065.00 .501 

1960 1,582.59 3,213.00 .493 

1961 1,732.64 3,225.00 .537 

1962 1,830.74 3,368.00 .544 

1963 1,968.52 3,550.00 .555 

1964 2,106.06 3,685.00 .572 

1965 2,275.99 3,807.00 .598 

1966 2,417.25 4,100.00 .590 

1967 2,530.79 4,319.00 .586 

1968 2,775.63 4,329.00 .641 

Source: sec text. 



'" ~ Table IA-17(a) 
'" .. 
0 

0 PERCENTAGE BREAKDOWN OF ASSETS OF TEN OF THE 
LARGEST FRATERNAL LIFE INSURANCE COMPANIES 

;: (In per cent) 

~ 
'" 
'" 1951 1952 1953 1954 1955 1956 1957 1958 1959 
0 

Mortgages 17.04 17.93 18.58 19.33 22.21 23.42 24.24 24.55 24.09 

Corporate stocks 4.29 4.39 3.86 4.03 3.71 3.53 3.30 4.07 4.33 

Total bonds 69.49 68.08 66.84 65.22 63.19 62.24 60.86 59.74 59.85 
Corporate 41.50 40.67 37.90 39.49 38.22 38.08 37.95 37.95 38.27 
State and local 17.35 16.99 15.45 16.63 16.12 16.01 15.62 15.02 14.72 t:,j 

U. S. Government 7.69 7.53 7.02 7.54 7.33 6.60 5.80 5.34 5.49 CO 
CO 

Una lloca ted 2.94 2.88 6.47 1.56 1.52 1.55 1.49 1.43 1.37 

Real estate 2.48 2.92 3.26 3.40 3.48 3.37 3.78 3.18 3.78 

Certified loans 3.82 3.76 3.80 3.87 3.93 3.97 4.05 4.10 4.15 

Time & savings deposits .01 .01 .01 .01 .01 .01 .01 .01 .01 

Cash & bank deposits 1.33 1.20 1.46 1.56 1.07 .78 .91 .90 .86 

Other 1.53 1.71 2.19 2.58 2.39 2.68 2.86 2.84 2.91 

• Total 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 

Source: see text. 



Table IA-17(b) 

PERCENTAGE BREAKDOWN OF ASSETS OF TEN OF THE 
LARGEST FRATERNAL LIFE INSURANCE COMPANIES 

(In per cent) 

1960 1961 1962 1963 1964 1965 1966 1967 1968 

Mortgages 22.60 /25.12 24.62 24.14 24.01 24.09 25.25 25.75 24.51 

Corporate stocks 4.43 4.61 4.52 5.09 5.70 5.64 5.38 5.67 5.99 

Total bonds 60.73 57.44 57.62 57.19 57.03 56.71 56.48 55.45 56.27 
Corporate 41.58 40.69 42.45 43.29 43.80 45.77 46.75 46.55 47.40 ~ 
State and local 14.33 11.77 9.11 7. 75 7.50 6.76 6.34 5.93 5.29 0 
u. S. Government 4.82 3.81 4.93 5.05 4.56 4.18 3.39 2.96 2.54 0 
Una l10ca ted 1.17 1.13 1.10 1.17 .01 1.04 

Real estate 3.92 4.14 4.52 4.79 4.56 4.60 4.17 4.40 4.67 

Certified loans 4.40 4.38 4.39 4.47 4.46 4.58 4.70 4.88 4.85 

Time & savings deposits .03 .02 .02 .02 .07 _ .02 .01 .01 _ .02. 

Cash & bank deposits .79 .94 .76 .93 .95 .88 .58 .S4 .57 

Other 3.09 3.35 3.54 3.37 3.29 3.49 3.41 3.30 3.12 

Total 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 100.00 



Table IA-18(a) 

BALANCE SHEET OF MORTGAGE BANKING, 1951-1968 
(In millions of dollars) 

1951 1952 1953 1954 1955 1956 1957 1958 1959 

Total assets 692.6 861.1 955.9 1,202.5 1,447.3 1. 541. 7 1,501.8 1,870.6 2,259.9 
Cash (including escrow) 113.7 127.8 151.3 157.5 169.7 185.3 208.3 246.3 289.1 
Mortgage & const. loans 454.1 597.8 623.6 882.6 1,113.6 1,155.2 1,045.9 1,333.5 1,615.4 

Nortgage loans 490.5 501.0 713.0 878.0 944.4 861.0 1,069.5 1,287. 2 
Cons true t ion 107.3 122.6 169.6 235.6 210.8 184.9 264.0 328.2 

Notes & accts. receivable 33.8 34.7 54.8 30.2 41.7 47.1 53.3 43.8 55.1 
C/.:) Title I & Other small loans 2.5 3.7 3.4 1.2 3.9 4.4 9.7 15.0 13.1 0 

Other current assets 17.8 18.1 20.0 34.2 33.3 37.2 47.1 34.3 40.0 -Noncurrent assets 70.7 79.1 102.8 96.8 85.1 \112.5 137.5 197.7 247.2 

Total liabilities 692.6 861.1 955.9 1,202.5 1,447.3 1.541. 7 1,501.8 1,870.6 2,259.9 
Escrows 69.3 82.0 95.5 101.2 108.4 121.1 133.0 166.9 191.9 
Notes payable 383.3 485.9 544.1 738.1 970.0 998.6 907.8 1,157.4 1,439.9 

To banks 364.1 466.5 522.3 n.a. n.a. n.a. n.a. n.a. n.a. 
To others 19.2 19.4 21.8 n.a. n.a. n.a. n.a. n.a. n.a. 

Accounts payable 20.5 19.7 20.5 22.3 29.6 28.9 28.0 30.3 38.3 
Undisbursed mortgage loans 25.5 53.7 52.2 49.0 36.8 28.2 26.0 58.7 50.8 
Other current liabilities 22.8 23.0 22.2 44.5 55.9 57.6 55.7 69.4 70.1 
Noncurrent liabilities 19.1 27.2 34.1 36.7 34.7 76.6 86.2 89.8 119.9 
Net worth 152.1 169.5 187.3 210.7 211.9 230.7 265.1 298.1 349.0 

Sources: see text. 



Table IA-18(b) 

BALANCE SHEET OF MORTGAr-E BANKING, 1951-1968 
(In millions of dollars) 

1960 1961 1962 1963 1964 1965 1966 . 1967 1968 

Tota 1 assets 2.360.2 2,884 .5 3,262.5 4,474.2 4,686.6 5,226.4 4,535.8 4,543.1 4.371.5 
Cash (including escrow) 316.2 366.9 398.4 716.7 850.5 791.6 838.9 890.2 971.8 
Hortgage & cons t. loans 1,615.0 1,972.1 2,216.0 3,117.5 3,172.1 3,683.4 2,904.7 2,829.5 3,315.1 

Mortgage loans 1,227.6 1,513.0 1,638.2 2,255.2 2,382.8 2,744.1 2,155.5 2,135.2 2,369.1 
Construction 387.4 459.1 577 .8 862.3 789.3 939.3 749.2 694.3 946.0 

Notes & accts. receivable 71.3 87.5 117.1 100.8 142.3 152.8 i11.2 126.0 113.8 
Title I &.Other small loans 18.9 15.4 28.7 89.0 113.7 89.2 107.0 114.0 137.9 C/.j 

_ Other current assets 57.8 55.8 83.3 140.3 134.4 130.2 143.2 160.9 202.5 0 
~ 

Noncurrent assets 281.0 386.8 419.0 309.9 273.6 379.2 430.8 422.5 474.6 

Total liabilities 2,360.2 2,884.5 3,262.5 4,474.2 4,686.6 5,226.4 4,535.8 4,543.1 4.371. 5 
Escrows 217.3 255.8 281.2 623.4 734.0 684.6 733.6 770.6 844.3 
I>otes payable 1,450.3 1,754.9 2,012.1 2,982.5 3,144.6 3,642.1 2,854.9 2,774.5 3,223.3 

To·banks n.a. n.a. n.a. 2,877.0 3,014.1 3,522.8 2,722.8 2,656.7 3,064.0 
To others n.a. n.a. n.a. 105.5 130.5 119.3 132.1 117.8 159.3 

Accounts payable 39.9 42.7 50.6 78.2 71.3 96.4 64.8 77.4 95.0 
Undisbursed mortgage loans 53.9 62.2 68.6 n.a. n.a. n.a. n.a. n.a. n.a. 
Other current liabilities 82.9 90.4 91.0 139.6 95.4 79.8 97.6 104.3 153.7 
Noncurrent liabilities 132.8 195.6 233.4 157.7 156.5 219.5 276.3 277 .3 293.9 
Net l>lorth 383.1 482.9 525.6 492.8 484.8 504.0 508.6 539.0 605.7 

Sources: see text. 
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Table IA-19 

PAR VALUE OF CORPORATE BONDS OlITSTANDING 
$ Millions 

Railroad Utility Indus tria 1 Finance a/ ---- Total 

1947 9,630 10,667 6,853 548 27,698 

1948 9,698 12,689 8,698 973 32,058 

1949 9,896 14,081 9,832 1,403 35,212 

1950 9,990 15,176 10,314 1,778 37,258 

1951 10,332 16,632 12,332 1,'\)46 41,242 

1952 10,587 18,222 15,441 2,176 46,426 

1953 10, 79~ 20,601 16,938 3,418 51,755 

1954 10,666 22,108 18,884 3,682 55,340 

1955 10,719 23,792 20,101 4,852 59,464 

1956 10,845 25,298 22,053 5,983 64,179 

1957 10,975 29,193 24,264 6,978 71,410 

1958 10,972 31,902 27,305 7,181, 77 ,363 

1959 10,'739 34,059 28,348 8,178 81,324 

1960 10,565 36,537 29,316 9,750 86,168 

1961 10,395 38,253 32,126 10,525 91,299 

1962 10,297 40,515 33,831 11,358 96,001 

1963 10,281 42,278 36,315 13,164 102,038 

1964 10,386 45,081 38,458 15,808 109,733 

1965 10,630 46,031 42,047 18,515 117,223 

1966 11,217 50,220 47,975 19,379 128,791 

1967 11,480 55,138 57,668 20,681 144,967 

1%8 10,770 59,893 65,434 21,750 157,847 

Source: see text. 

a/ Includes insurance and real estate. 



Table IA-20 

CORPORATE STOCK OlTfSTANDING 
($ millions) 

" Total Investment Other Domestic Domestic1/ 
outstanding c0!!!Ean:i Domestic Foreign nonfinancial iinancia1-

1952 189,682 7,199 180,235 2,248 152,834 34,600 
1953 186,182 7,569 176,565 2,048 151,234 32,900 
1954 256,191 10,976 242,809 2,406 213,685 40,100 
1955 306,125 13,632 289,672 2,821 257,904 45,400 
1956 308,426 14,301 291,103 3,022 259,204 46,200 
1957 278,990 13,797 262,500 2,693 221,997 54,300 
1958 395,017 19,232 372,095 3,690 318,527 72 ,800 0.;1 
1959 444,506 22,503 417,774 4,229 351,277 89,000 ·0 

~ 

1960 445,935 23,858 417,410 4,667 348,368 92,900 
1961 590,860 31,172 554,086 5,602 444,458 140,800 
1962 506,890 29,701 472,475 4,714 390,376 111,800 
1963 637,801 34,955 597,701 5,145 396,856 135,800 
1964 721,504 39,498 676,736 5,270 567,934 147,300 
1965 811,817 45,163 761,606 5,048 616,569 190,200 
1966 741,954 44,299 693,331 4,324 566,830 170,800 
1967 948,075 58,481 884,356 5,238 738,187 204,650 
1968 1,126,238 68,569 1,051,205 6,464 828,874 290,900 

1/ Includes investment company shares. 

Source: see text. 



Table IA-2l(a) 

CORPORATE STOCK OtrrSTAliDING, 
1952-19W 

(In millions of dollars) 

1952 1953 1954 1955 1956 1957 1958 1959 1960 

Total outstanding 189,682 186,182 256,191 306,125 308,426 278,990 395,017 444,506 445,935 
loves [cent cocpany 7,199 7,569 10,976 13,632 14,301 13,797 19,232 22,503 23,858 
Other dO::lestic -,,- 180,235 176,565 242,809 289,672 - 291,103 262,500 372,095 1+17 ,774 417,410 
Foreign L? 2,248 2,048 2,406 2,821 3,022 2,693 3,690 4,229 4,667 

Me::lO: 
:)o~stic nonfinancial 152,834 151,234 213,685 257,904 259,204 221,997 3i8,527 351,277 348,368 
DO'"1estic fir.ancial 

(inch.ding investment companies) 34,600 32,900 40,100 45,4OQ 46,200 54,300 72,800 89,000 92,900 
~ 

Held by: 0 
HO..lseholds 142,772 138,382 191,130 225,244 222,040 198,811 288,670 323,612 320,874 c.n 

Ir::."f;:s t:r.ent company shares 7,199 7,569 10,976 13,632 14,301 13,797 19,232 22,503 23,858 
Oth<:r 135,573 130,813 180,154 211,612 207,739 185,014 269,438 301,109 297,016 

Foundations 4,433 4,569 - 5,508 6,916 7,510 6,894 7,855 9,287 8,964 
Colleges & universities 1,770 1,808 2,478 3,064 3,354 3,098 4,014 4,294 4,165 
Persor.al trusts 20,767 20,282 27,772 33,201 35,921 32,391 42,965 47,514 48,473 
Mutua 1 savlngs banks 336 431 571 655 70S 767 862 813 829 
Ll.fe insurance cos. 2,446 2,573 3,268 3,633 3,503 3,391 4,109 4,561 4,981 
?roperty 6- casualty insurance companies 4,326 4,459 5,942 6,930 7,219 6,664 8,374 9,149 9,372 
Fraternal ir.$urance coopsnies 104 94 103 100 98 92 119 133 142 
Pn. va te pens ion funds 1,843 2,392 3.15L 6,085 7,065 7,489 11,561 14,525 16.54!= 
State {., local pension funds 56 75 99 127 161 212 270 345 431 
Open-end investl"1ent companl.es 3,376 3,644 5,485 7,061 7,995 7,510 11,812 14,447 15,482 
O::!ler l.nvestccnt companies 3,165 3,251 4,725 5,677 5,237 4,839 5,642 5,925 5,866 
B:-okers &: dea lcrs 583 572 702 857 657 741 459 538 509 
Rest of the world 3,705 3,650 5,25~ 6,575 6,961 6,091 8,305 9,363 - 9,302 

Source: see text. 



Table IA-2l (b) 

CORPORATE STOCK OLLSTAlmI~C. 
1901-1968 

(In 0.1 tlions of dollars) 

1961 1962 19b3 1964 1965 1966 1967 1968 

Total outstanding 590,860 506,890 637,801 721,504 811,817 741,954 948,075 1,126,238 
Investl':'lant eocpany 31,172 29,701 34,955 39,498 45,163 44,299 58,481 68,569 
Other daces tl.C 554,086 472,475 557,701 676,736 761,606 693,331 884,356 1,051,205 
Foreign 5,602 4,714 5,145 5,270 5,048 4,324 5,238 6,464 

Hc!rno: 
DOD',cstic nonfinancial 444,458 390,376- 496,856 567,934 616,569 566,830 738,187 828,874 
Do:.cstic financial 

(including investcent companies) 140,800 111,800 135,800 148,300 190,200 170,800 204,650 290,900 ~ 
0 

Held by' ~ 
Households 431,314, 356,844 458,105 522,874 ,587,617 529,867 686,624 827,978 

Invcstnent company shares 31,172 29,701 34,955 39,498 45,163 44,299 58,481 68,569 
Other 400,142 327,143 423,150 483,376 542,454 485,568 628,143 759,409 

Founda t lons 10,623 9,760 10,92.2 13,124 14,924 14,127 15,621 17 ,472 
Colle&es & universities 5,003 4,564 5,488 6,207 7,012 6,282 7,754 8,143 
Pcrson.o.l trusts 61,354 57,601 68,834 72,501 79,567 76,028 86,557 95,896 
l:..ttU4! 1 savin.;s ba;U<.s 894 1,043 1,158 1,259 1,426 1,467 1,686 1,937 
Ufe insurance cO::1?anies 6,258 6,302 7,135 7,938 9,126 8,755 11,779 13,230 
Property & casua lty insurance companies 11,755 11,124 12,955 14,745 15,304 13,759 17,709 18,114 
Fraterrul insurance coopanies 149 152 IdO 210 215 221 245 259 
P:d \'a te pens ion funds 22,856 21,895 27,670 33,527 39,692 38,509 49,491 59,577 
State & local pension funds 583 780 ~89 1,262 1,614 2,102 2,772 4,051 
OpE:n·cnd lnvcstc.cnt cOk<p.:1nil!s 21,297 19,576 23,670 25,797 33,262 31,130 43,051 50,494 
Other investrr.ent coo.panies 6,640 6,469 7,601 7,757 • 6,941 6,499 8,675 9,422, 
Brokers & dea lers 326 444 559 468 518 565 600 137 
Rest of the world 11,808 -10,336 12,485 13,835 14,599 12,643 15,511 19;"528 



Table IA-22 (a) 

ISSUES AND PURCHASES OF CORPORATE STOCK, 1952-1960 
(In millions of dollars) 

1952 1953 .1954 1955 1956 1957 1958 1959 1960 

Total issues 3,149 2,400 2,650 3,001 3,890 3,993 4,292 4,617 3,633 
Investnent co~any 648 519 592 935 1,231 1,245 1,833 2,046 1,851 
Other domes tic 2,441 1,932 1,802 1,893 2,548 2,713 2,127 2,376 1,696 
Foreign 60 -51 256 173 111 35 332 195 86 

Me:no: Total Domestic Issues 3,089 2,451 2,394 2,828 3,779 3,958 3,960 4,422 3,547 
Domestic nonfinancial 2,302 1,818 1,574 1,944 2,281 2,440 2,073 2,244 1,574 
Domestic financial 

(including investment co.) 787 633 820 884 1,498 1,518 1,887 2,178 1,973 

Purchased by: 
Households -409 171 2,612 1,084 -791 181 3,212 3,380 -6,920 CIj 

Invest~ent company shares 648 519 592 935 1,231 1,245 1,833 2,046 1,851 0 
Other -1,057 -348 2,020 149 -2,022 -1,064 1,379 1,334 -8,771 ~ 

Founda tions 11 180 298 -883 239 479 329 -1,164 134 545 
Colleges & universities 11 142 103 -103 64 239 168 66 -352 273 
Personal trusts 11 1,766 293 -1,178 -309 2,169 936 -359 -2,323 5,401 
Mutual savings b;nks 109 95 140 84 50 62 95 -49 16 
Life insurance companies 164 93 270 65 -2 43 78 192 352 
Property & casualty insurance 181 190 163 163 136 125 134 267 264 
Fraternal insurance cos. 11 0 -6 -27 -22 -4 7 -4 -5 21 
Private pension funds 478 545 709 739 941 1,135 1,381 1,743 1,946 
State & local pension funds 15 19 24 28 34 51 58 75 86 
Open-end investment companies 473 563 297 511 560 815 987 1,29'5 1,021 
Other investment companies ~I 0 -9 360 73 23 -90 146 -170 452 
Brokers & dealers 49 -10 131 155 -200 84 -284 79 -27 
Rest of the world 1 55 135 127 256 147 -54 • 351 203 

------- -----

11 Assu~es price appreciation as in Dow-Jones Industrial Average. 
'if Assumes price appreciation as in Standard and Poor's Composite. 

Source: see text. 



Table IA-22(b) 

ISSUES AND PURCHASES OF CORPORATE STOCK, 1961-1968 
(In millions of dollars) 

1961 1962 1963 1964 1965 1966 1967 1968 

Total issues 6,194 3,170 1,364 3,738 3,309 5,569 6,984 5,273 
Investment company 3,219 2,381 1,673 2,513 3,639 4,653 4,671 5,999 
Other domestic 2,650 688 -249 1,431 -37 1,169 2,267 -900 
Foreign 325 101 -60 -206 -293 -253 46 174 

!'.eno: Total Domestic Issues 5,869 3,069 1,424 3,944 3,602 5,822 6,938 5,099 
Do~estic nonfinancial 2,472 592 -300 1,386 25 1,180 2,304 -843 
Do~estic financial 

(including investment co.) 3, 397 2,477 1,724 2,558 3,577 4,642 4,634 5,942 

Purchased by: ?!5 Households -1,974 -4,374 -4,314 5,299 -1,191 -16,413 -3,335 -13,593 
Investment company shares 3,219 2,381 1,673 2,513 3,639 4,653 4,671 5,999 00 

Other -5,193 -6,755 -5,987 2,786 -4,830 -21,066 -8,006 -19,592 
Foundations 11 -17 280 -462 579 349 2,234 -636 1,134 
Colleges & u;iversities 11 55 100 138 ;-76 122 605 504 56 
Persor-a1 trusts 11 3,604 2,824 1,386 -6,087 -832 12,747 -999 5,406 
Hutua1 savings banks 65 149 115 . 101 167 41 219 251 
Life insurance companies 465 433 246 546 708 268 1,064 1,427 
Property & casualty insurance 260 248 156 103 87 391 588 1,071 
Fraternal insurance companies 11 -19 19 2 4 -17 51 -9 3 
Private pension funds 2,258 2,198 2,170 2,212 3,124 3,676 4,991 4,713 
State & local pension funds 15 2 197 209 273 352 488 670 1,279 
Open-end investment companies 1,131 909 759 1,131 1,237 1,335 2,061 1,653 
Other investment companies II -64 -41 619 39 -448 4i.6 1,129. 368 
Brokers & dealers -45 119 115 -94 51 35 37 -463 
Rest of the world 323 109 225 -292 -400 -305 700 1,963 

11 Assumes price appreciation as in Dow-Jones Industrial Average. 
£1 Assumes price appreciation as in Standard and Poor's Composite. 



309 

ALL DOMESTIC SECTORS 
($ billions) 

T.l!'lgibllJ ~\sscts 
L.:lnd 
R~?~oduciblc tnngible assets 

Structures 
Durab1es 

~0~~L~ry reserves 
Cur:.-~ncy :: •. d cC:7'..:1nd deposits 
Sho~t-tc:.-~ clni~s 

T~;,~ C(j"lCl5its 
Sh:rt-tcr: U.S. Govt. securities 
O~:l..:!~· s:'.J::"4t-t..:!rm cl~ ir.1S 

Lor.,; ... t.ci:r:. clJ.ir..s 
BO:1CS 

~:.)'rtsu GI!S 

Clcims on life insurance, pcnsio~s, 
C::1.G personal trusts 

Corpu~ate shares 
Equity in unincorporated business 
!-!isccllar .. eous assets 

Total Assets 

Total L:cbi1itics 
~:0!-:.c:~o.ry ~e:3erves 

Cur!:"(!:1cy o':':.c derond deposits 
Sho=t.-tcr: debt 

Ti~'~ d,-?osits 
Sho~t-tc~~ U.S. Govt. securities 
Oth~r shert-term debt 

Lon&- Cerr.) debt 
BO!"uJ.s 

~:.)'(~gascs 

Cl~i:-:'s un li.::c insura.nce, pensions, 
and p~r$oU31 trusts 

}~iscc IlD.n.:;!o~s liabili tics 

!\-=t \-"or::h 

1952 

1,115.3 
1.99.4 
915.9 
576.2 
228.8 
110.9 

1,398.2 
29.5 

136.4 
335.2 
82.6 
61.0 

191.6 
464.0 
237.5 
91.4 

135.2 
186.0 
210.3 
36.8 

2,513 .5 

971. 8 
2.4 

137.4 
319.0 

84.9 
63.9 

170.2 
462.3 
235.7 

91.4 

135.2 
'50.7 

'1,541. 7 

1960 

1,851.3 
411.7 

1,439.6 
924.4 
368.2 
147.0 

2,291.8 
25.1 

150.9 
564.1 
173.3 
80.5 

310.3 
771.2 
313 .4 
206.8 

251.0 
436.6 
269.2 
74.7 

4,143.1 

1,555.5 
2.7 

152.2 
535.6 
176.8 
88.2 

270.6 
769.1 
311.3 
206.8 

251.0 
95.9 

2,587.6 

1968 

3,079.5 
715.4 

2,364.1 
1,537.1 

610.8 
216.2 

4.348.7 
22.5 

208.6 
1,136.0 

402.6 
112.6 
620.9 

1,342.5 
479.4 
397.5 

465.6 
1,106.7 

392.2 
140.2 

7,428.2 

2,791.2 
5.1 

211.1 
1,060.5 

412.1 
119.4 
529.0 

1,337.3 
474.2 
397.5 

465.6 
177 .2 

4,637.0 



310 

Table 1B-2 

Tangible Assets 
Land 
Reproducible tangible asset's 

Structures 
Consumer durables 
Inventories 

Fin3nci~1 Assets 
Nonctary r~serves 
Curr~~cy cnd d~~~nd deposits 
Shon:-te"ol claims 

Tir .• e deposits 

HOUSEHOLDS 
($ ,billions) 

Short-term U.S. Govt. securities 
Other short-term claims 

Long-term claims 
Bor:.ds 
}!.:>rt.gagcs 

-~~Clc.ims LIn lif~ in~ur.'1nct?', pensions, 
and pe"sonal trusts 

Corpo"ate s:,ares 
Equity in unincorpora'Ee',n,'usiness 
Miscel1an~ous assets 

Total Assets 

Total Liabilities 
~~r.e~ary reserves 
Curr~ncy ane de~~nd deposits 
Short-term debt 

Time depos its 
Short-term U.S. Govt. securities 
Oth~r short-term debt 

Lor'b-t~rm debt 
Bo:;ds 
l-:::>rtgagcs 
Cl.::lics vn life insurance, pensions, 

and ?~rsor~l trusts 
~lisce llaneous liabilities 

Xet ~\orth 

386,3 
S8.7 

,327.6 
237.3 
90.3 

716.9 

59.3 
84.4 
78.5 
5.2 

.7 
211.0 
58.6 
17 .3 

135.2 
142.8 
210.3 

9.1 

1,103.2 

95.4 

38.1 

38.1 
56.1 

56.1 

1.2 

1,007.8 

670.6 
148.6 
522.0 
381.2 
140.8 

1,196.7 

63.9 
173.1 
164.4 

7.6 
1.1 

358.5 
78.0 
29.6 

251.0 
320.9 
269.2 

11.1 

1,867.3 

216.6 

77.4 

77.4 
136.8 

136.8 

2.4 

1,051.8 
250.9 
800.9 
567.1 
233.8 

2,312.0 

107.4 
374.7 
355.1 

16.3 
3.3 

593.8 
93.6 
34.5 

465.6 
828.0 
392.2 

15.9 

3,363.8 

409.8 

161.4 

161.4 
244.1 

244.1 

4.3 

1,650.7 2,954.0 
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Table !B-3 

Tal~giblc Assets 
l.ond 

SELECTED NONPROFIT INSTITUTIONS 
($ ~illions) 

Rcpr~)(:uciblc tanci,iblc assets 
Structu:-cs 
Producer durables 
In\'cntorics 

Fins:lci31 Assets 
NO:l\!t.:J.ry :-cslJ.rvcs 
CUTrC:1cy r.l1d demand deposits 
Sho~:: .. terr.l claims 

Timc dc?osits 
Short-.cr~ U.S. Govt. securities 
Other short-term claims 

L0:15-tcr~ claims 
Bonds 
!-!..)rt.gases 

-CIGir.'ls on life insurance, pensions, 
~r.d pcr~o:1al truats 

~orporate s;,ares 
Equity i:. uni:1corporaced'business 
~!iscc ~ lan~0\ls assets 

Total Assets 

ToLul Liubilicics 
!-!on{!t.:Iry ':,.·cscrves 
Currc:1cy ar.d dcm.::nd deposits 
Short-ter::1 debt 

Tim~ dc?osits 
S~ort-tcrr.l U.S. Govt. securities 
Ot;ll!r short-terra debt 

Long-tcrl:: debt 
Boads 
:-:"rtgascs 
C!..:.i.:-.s on life ins\:rnncc, pensions, 

~:1d persona 1 trusts 
Xiic0113G~oUS liabilities 

~ct h'o:-::h 

1952 1960 1968 

23.0 44.7 87.6 
6.3 14.9 28.6 

16.7 29.8 59.0 
15.0 27.2 55.7 
1.7 2.6 3.3 

10.1 20.4 37.0 

.1 .2 .5 

3.2 5.5 7.1 
3.1 5.2 6.6 

.1 .3 .4 

6.2 13.1 25.7 

.6 1.6 3.8 

33.1 65.1 124.6 

3.4 9.8 20.7 
--
* .6 2.9 

* .6 2.9 
3.4 9.2 17 .8 

3.4 9.2 17 .8 

29.7 55.3 103.9 
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Tuble IB-4 

TllnGible Assets 
L:lnd 

NONFINANCIAL CORPORATIONS 
($ billions) 

Rcp'=oc!udble tangible assets 
Strpcturcs 
Produc(>r dura.b1es 
Inventories 

Fin3nci31 Ass~ts 
NOIl\.!t:lry reserves 
Currency .:In(! Jmll.lnd deposits 
Shur t .. tQl."I':I C 1.:1 ims 

Tim...."! dl~P.,.siLS 

Short-t~rm U.S. Govt. securities 
Other short-term claims 

Long-term claims 
Bones 
Nortgages 
Claims on life insurance, penSions, 

anc! personal trusts 
Corporat~ shares 
Equity in unincorporated business 
~iscellan~ous assets 

-Totar Assets 

Total Liabilities 
!-!onct~ry :'cscrvcs 
Currency and demand deposits 
Short-term debt 

Time deposits 
Short-tdrm U.S. Govt. securities 
Oth~r short-term debe 

Long- term debt -
Bends 
I'.orcg:lges 
Claims on life insurance, pensions, 

a:1d pcrsoM 1 trusts 
Nisccll<:r.cous liabilities 

:\ct \,'onh 

illl. 
281.4 

21.2 
260.2 
116.1 
78.0 
66.1 

126.3 

28.8 
70.6 

.9 
10.7 
59.0 

9.9 
9.9 

17.0 

407.7 

165.6 

82.0 

82.0 
60.2 
44.1 
16.1 

23.4 

242.1 

1960 

446.2 
55.9 

390.3 
172.6 
l29.9 
87.8 

206.7 

32.2 
129.2 

2.8 
15.1 

111.3 
6.8 
6.8 

38.5 

652.9 

275.0 

120.0 

120.0 
108.3 
76.3 
32.0 

46.6 

377 .9 

1968 

757.9 
102.9 
655.0 
272 .4 
233.3 
149.3 

357.3 

28.1 
247.9 

24.8 
9.8 

213.3 
8.7 
8.7 

72.6 

1,115.2 

499.9 

222.1 

222.1 
204.1 
136.8 
67.3 

73.8 

615.3 
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Tablc IB-5 

Tllnsibl~ ASScts 
L.:l1,J 
Rcproduclblc tangible assets 

Stl:t.!ctl!l:cS 
Produ~cr durables 
Invcntor!.cs 

Fina:-:dal Ass"ts 
}~on~t.:lry rcs~rvcs 

Curr~:-:cy and c~~~nd deposits 
Short~tcrm claims 

Tir.'lc deposits 

FARM BUS INESS 
($ billions) 

Short-term U.S. Govt. securities 
Oth"r short-term claims 

Long-tcr~ claims 
Bor:ds 
}:::>r~gag"s 

Claims on life insurance, pensions, 
and pcrso.1al trusth 

Corporat~ shares 
Equity in unincorporated business 
Niscellaneous assets 

Total Assets 

Total Liabilities 
~~nctary r~scrves 

Curr~ncy a~cl demand deposits 
Short:-tc!"::1 ciebt 

··'fir.K!' dCjl0sits 
Short .. t\!r:n U.S. Govt. securities 
Othcr short-term debt 

Long-term debt 
Bc"ds 
}:Ortg.1gc::'> 
Cl.:ims on li~e inSHrance, pensions, 

and ?ersorol trusts. 
Miscell.:lncous liabilittes 

N;:c l-:orth 

138.1 
67.3 
70.8 
29.2 
18.4 
23.2 

8.3 

7.1 

1.2 

146.4 

13.9 

6.7 

6.7 
7.2 

7.2 

132.5 

178.8 
92.9 
85.9 
38.8 
24.1 
23.0 

7.6 

5.8 

1.8 

186.4 

23.6 

10.9 

10.9 
12.8 

12.8 

162.8 

266.2 
152.6 
113.6 
50.1 
34.1 
29.4 

9.4 

6.1 

3.3 

275.6 

51.4 

23.8 

23.8 
27.5 

27.5 

224.2 
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TobIe IB-6 

T.3l1.£i01c 
we.d 

ASSets 

NONFARM NONCORPORATE ~USINESS 
($ billions) 

R~?roducibl\! tangible assets 
S tl't:,C tu::.-.:!a 
Pr0,:uCG~ durables 
InvtJnto~ia:s 

Financial Assets 
}10nct::ry l"0ScrVes 
Currency ~nd ccr..:md deposits 
Short-ter:;, clnir::s 

Tin~ doposits 
Shvrt-t~~m U.S. Govt. securities 
Oth"r short-term claims 

Lor.:::;-tcrm cl'llI:lS 
Bonds 
!-!.:>rtgag02s 
Claims O~ lite lnsurancc, pensions, 

and p~r50r~1 trusts 
Co~crafe shares 
Equity in unincorporated business 
Miscellaneous assets 

Total Assets 

Total :iabili~ies 
~!or.erary reserves 
Currency and ce:and deposits 
Short-tcr", debt 

Tir.l~ dc?osits 
Short-term U.S. Govt. securities 
Othar sh~rt-term debt 

Lo"g-term cebt 
Bonds 
l-!Dr::gab,cs 
Cl~~r.s v~ li:e insurance, pensions, 

and p~rsonal trusts 
Xisce!laneous liabilities 

Ket I,orth 

1952 1960 1968 

74.0 112.4 202.8 
10.8 18.2 29.0 
63.2 94.2 173.8 
23.2 37.9 100.4 
25.9 38.7 50.0 
14.1 17.6 23.4 

16.2 20.8 26.6 

10.4 12.4 12.5 
4.0 5.3 8.8 

4.0 . 5.3 8.8 

1.7 3.0 5.3 

90.2 133.2 229.4 

12.4 26.8 61.4 
--

4.3 13.2 24.8 

4.3 13.2 24.8 
8.0 13.6 36.6 

8.0 13.6 36.6 

77 .8 106.4 168.0 
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T~b1c 1B-7 

T.)n~~ibl(! A!-:~l!ts 

L,":d 

FEDERAL GOVERNMENT 
($ billions) 

RcproGucihlc tangible assets 
Str .. lctu::,CS 

Produc0L durablcs 
Invcntvrics 

Fin3ncial As~cts 
}ivi.1l1 t.1 ry rC$ erves 
Currency and de~~nd deposits 
Shor~-tcr~ claims 

Tirr.c deposits 
Short-term U.S. Govt. securities 
OtheL short-term claims 

Lar.s-term claims 
Bends 
Nortg<lges 
C Inims 0:-:' life insurance J pens ions) 

and persoaa1 trusts 
Corporat~ shares 
EquLty in unincorporated business 
Miscellaneous assets 

Total Assets 

Total L"abilities 
Xo~ctary reserves 
Curr~ncy and de~~nd deposits 
Short-term debt 

Time dc?osits 
Shert-torm U.S. Govt. securities 
Oth~r short-term debt 

Lon£-~er::l debt 
Bo"cis 
Nortgagcs 

-Clai:~s on life il~sura.nce, pensions, 
~nd personal trusts 

}:isccll.:lr.cous liabilities 

Net I,onh 

53-940 0 - 7\ - pI. 6 - 2\ 

1952 

72.0 
10.8 
61.2 
48.1 

5.6 
7.5 

50.0 
1.6 
7.4 

37.0 
.4 

36.6 
2.9 

* 
2.9 

1.2 

122.0 

243.6 
. 2:4 

66.7 

63.9 
2.8 

171.6 
157.0 

14.6 
2.9 

-121. 7 

1960 1968 

119.3 166.7 
18.4 33.5 

100.9 133.2 
70.6 103.4 
11. 7 15.8 
18.6 14.0 

55.9 91. 5 
1.7 3.3 
7.2 6.6 

37.2 6 7~ 7 
.3 .4 

36.9 67.3 
5.7 9.8 

* 1.4 
5.7 8.4 

4.1 4.1 

175.2 258.2 

263.4 333.2 
2.7 5.1 

91.3 124.5 

88.2 119.4 
3.1 5.1 

168.1 203.6 
146.3 .171.1 

1.3 1.7 

20.5 30.8 
1.2 * 

-88.2 -75.0 
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Table IB-8 

Tangible Assets 

STATE AND LOCAL GOVERNMENTS 
($ billions) 

Rcp'rodl.!cible tangible assets 
Str\!ctul"CS 
Procucer durables 
Inventories 

Financial Assets 
~im'l~t~ry I'l.!servcs 
Cur,'e:1cy 3nd demand deposits 
Short-t~rm claims 

Tic~ deposits 
Sho~t~t~r~ U.S. Govt. securities 
Other short-ter~ claims 

Long-ter~ claims 
Bo:'.cis 

_.1<~1rtgagcs 

Cl.Jim::> on Ii f(" insnrnncc, pensions, 
anJ pcrs0~ll trusts 

Coq)OraL~ sh.:lrcs 
Equily i~1 unincorpora-ted-b'~siness 
Miscellaneous assets 

Total Assets 

Tot~l Liabilities 
~~r.ct~ry reserves 
Cu~rcncy and dC~3nd deposits 
Sho~c-te~::l debt 

Time deposits 
Short-cer::l U.S. Govt. securities 
Oth~r short-tere debt 

Lons-::cr::l debt 
BO:lcS 
}:~r:gagcs 

Cl~ims on life insurance, pensions, 
and pe~sonal trusts 

Xiscell?ncous liabilities 

Net Io:orth 

1952 1960 ill.§. 

135.0 266.5 518.0 
23.7 60.6 110.7 

111.3 205.9 407.3 
104.6 190.5 375.8 

6.7 15.4 31.5 

20.9 30.8 62.3 

7.4 6.4 10.0 
4.0 12.3 31.4 
1.6 4.6 19.1 
1.5 6.8 10.0 

.9 .9 2.3 
9.5 12.1 20.8 
9.1 10.8 18.5 

.4 1.3 2.3 

.~-

155.9 297.3 580.3 

32.7 74.5 132.8 

2.5 3.7 9.2 

2.5 3.7 9.2 
30.2 70.8 123.7 
30.2 70.8 123.7 

123.2 222.8 447.5 
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Table IB-9 

Tangib1" Assets 
L.1nd 

FINANCIAL INSTITUTIaNS 
($ billions) . 

Reproducible tangible assets 
Structures 
Produc~~ durables 
Inv..::!l1tories 

Fin3n"bl Assets 
}Ionl,.'!t.:lry reserves 
Currency and dpr.13nd deposits 
Sh..:>i,." L:" terr.l C 1.:1 ims 

~'il~~ ... " d~posits 
Short-term U.S. Covt. securities 
ath.or short-term claims 

Lon~-term claims 
Bonds 
}1.:)rtgages 
Claims on life ~nsurance, pensions, 

anJ personal trusts 
Corpo~ate shares 
EquitY'in unincorporated business 
Miscellanaous assets 

Total Assets 

Total Liabilities 
Xo~etary reserves 
Currency and demand deposits 
Short-t"rl:t debt 

--'-Time' deposits 
Short-term U.S. Covt. securities 
ather short-term debt 

Lon~-tcrr:l. debt 
Bonds 
I'IOrq1agcs 
Cl~ims on life insurance, pensions, 

and ?.orsona1 trusta 
~:iscellar.eous liabilities 

Net Worth 

1952 

5.1 
1.6 

'4.5 
2.5 
2.0 

441. 7 
27.9, 
7.9 

135.4 
1.2 

43.7 
90.5 

227.6 
156.9 

7.0.7 • 

37.0 

6 . .0 

446.8 

4.04.8 

137.4 
118.7 
84.9 

33.8, 
125.5 

4.4 
.5 

120.6 
23.2 

42.0 

, 13.2 
2.3 

10.9 
5.6 
5.3 

741.3 
22.9 

-11.2 
206.9 

1.3 
50.8 

154.8 
382.9 
212.9 
169.9 

102.6 

14.6 

754.5 

666.1 

152.2 
218.5 
176.8 

41.7 
249.4 
17.8 

1.2 

230.4 
46.0 

88.4 

28.5 
7.2 

21.3 
12.3 
9.6 

1,432.3 
19.2 
17 . .0 

405.6 
3.2 

76.5 
325.9 
7.02.4 
35.0.7 
351.8 

253.0 

35.2 

1,460.8 

1,282.2 

211.1 
491.8 
412.1 

79.7 
479.8 
42.6 

2.4 

434.8 
99.2 

178.6 
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Urban Environment, Columbia University in the City of New 
York.) 
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1. TRENDS,1952 TO 1968 

This paper is an attempt to develop a time series of the market 
value of land, exclusive of improvements, in the United States from 
1952 to 1968, ascribed to major sectors of the economy, as part of a 
balance sheet of the nation's wealth. The final results of this effort 
indicate that the total land value in 1952 was estimated at $201 billion 
(Table II-I). By 1968, it had increased by three and a half times in 
current dollars .to $726 billion, at an average annual rate of increase 
somewhat over 8.3 percent. Privately held land increased at the 
slightly lower average rate of 8.1 percent each year. 

At the same time, the ownership of land shifted dramatically among 
institutional sectors. This is particularly notable in farmland and 
household. holdings of land underlying 1- to 4-family residential 
structures, vacant lots and acreage (Table II-2). The farm holdings 
dropped from 34 to 23 percent, while the other three items together 
increased from 29 to 35 percent of the value of all American land. Non
farm corporate-held land also showed a great relative increase, rising 
from 11 to 15 percent, although total business land, including that held 
by partnerships and proprietorships,. increased more slowly, going 
from 16 to 19 percent of the total. 



Table 11-1 

Estimated Value of Land by Sector 
United States. 1952-1968 

(billions of dollars) 

Year Non-farm . Non-profit U nincorpora ted Nonfarm State & Local Fede~al 

End All Sectors Households1 l11Sj:itutions Business Agriculture Corporatlons Governments Govern. 

1952 201.3 58.7 6.3 10.8 69.2 21.8 23.7 10.8 
1953 218.2 64.9 7.3 12.5 68.5 26.1 28.2 10.8 
1954 233.9 72.7 7.9 12.6 71.4 27.5 30.2 11.5 

1955 265.0 84.9 9.1 14.0 75.6 33.2 35.9 12.2 
1956 297.8 97.3 10.3 15.9 81. 9 38.4 40.6 13.4 ~ 

1957 329.2 108.9 11.2 17.5 86.8 43.8 46.5 14.4 t-.:l 
0 

1958 362.4 121. 9 12.5 18.7 94.1 48 .. 5 51.4 15.2 
1959 398.8 140.0 13.9 17.8 99.3 54.9 56.4 16.6 

1960 420.4 148.6 14.9 18.2 101. 6 58.1 60.6 18.4 
1961 455.8 161. 9 16.4 19.4 107.2 64.0 66.3 20.6 
1962 454.9 172.9 17.8 21.5 112.8 69.6 71.9 22.1 
1963 524.3 184.8 19.4 21.9 120.2 76.1 78.0 23.9 
1964 563.1 198.0 21.1 23.1 128.0 82.7 84.6 25.5 

1965 603.4 212.7 22.9 23.7 138.1 88.7 90.1 27.3 
1966 645.9 224.5 24.8 26.2 146.6 96.5 97.9 29.5 
1967 687.0 237.7 26.9 27.6 155.7 103.3 104.3 31.5 
1968 726.5 250.9 28.6 29.0 163.7 110.0 110.7 33.5 

1 Including land under 1 - 4 family n)ctures. vacant lots. and ac: ge. 



321 

Table II-2 

Percentage Distribution of Land Value Among Sectors, 
United States, 1952, 1960 and 1968 

Sector 1952 1960 1968 

All Sectors 100.0 100.0 100.·0 

Nonfarm Households 29.2 35.4 34.6 

Institutions 3.1 3.5 3.9 

U nincorpora ted 
Business 5.4 4.3 4.0 

. 
AgrIculture 34.3 24.2 22.5 
Nonfarm 
Corpora tion·s 10.8 13.8 15.1 

State and Local 
Governments 11.8 14.4 15.2 

Federal Government 5.4 4.4 4.6 
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The major part of these shifts occurred in the earlier years from 
1952 to 1960, rather than from 1960 to 1968. Indeed, the proportion 
of total value held by households decreased slightly in the second half 
of the period, because the increasing propoltion of value held in land 
underlying residences and in vacant lots was not great enough to 
counterbalance the absolute drop in the value of acreage. It IS, of 
course, no accident that the drop in proportion held as farmland is 
close to the increased proportio'n in residential and business land. The 
conversion of farmland to urban use, although not necessarily a direct 
and immediate transformation in the case of any individual piece 
of land withdrawn from agriculture, has been a pervasive process 
throughout the country dUrIng the past two decades. State and loca1 
governmental holdings also rose sharply, from 12 to 15 percent of all 
land, while the federal share dropped by a percentage point to 4 per
cent in the mid-period, but recovered slightly by the end of 1968. 

2. COMPARISON WITH PREVIOUS STUDIES 

These estimates are based upon a variety of sonrces of data and 
assumptions. One would expect that the importance of land, which 
represents roughly a fifth of t.he wealth of the country, would haNe. 
resulted in a large body of carefully derived informatIOn, but this is 
not the case. Instead, the data available are fragmentary and unsatis
factory in quality. 

The studies of land prices that have been made in the past fall into 
three general classes; empirical investigations; estimates based on a 
perpetual inventory of national wealth; and estimates derived from 
real property tax assessment data. The empirical investigations are 
typically concerned with small areas, and within these, WIth land in 
particular uses. Many are cross-sectional, reporting differences in value 
of land in various uses or locations at a particular time, rather than 
over a period of time. They frequently report price changes of as..c:;ess
ment parcels of land, for sites of buildings, or for other shifting size 
classifications without indicating any means of transforming the val
ues into a price for a constant amount of land, whether square foot or 
acre. If they do present data on price changes for a unit size, the 
geographical or land use restrictions may be too narrow to permit 
expanSIOn of the findings to broader regions of either the metropolitan 
area or the nation. Any effort to estimate national land values solely 
on the basis of empirical data relating to market transactions wonld 
require a massive new research effort, not the compilation or further 
analysis of an already existing body of information. 

Because of these deficiencies in past efforts to collect direct valua
tions, the land components of national wealth have been estimated 
primarily by means of the perpetual inventory method, developed 
largely by Raymond W. Goldsmith and carried forward by John 
W. Kendrick. l Here the value of real property is established for a 
Lenchmark year, then the value of new construction is added annu
ally, and estimated depreciation of buildings and withdrawals from 
the existing stock are subtracted. The land value is then estimated 

1 Raymond W. Goldsmith, The National Wealth oj the United States in the Postwar 
Period, a study of the National Bureau of Economic Research (Princeton: Princeton 
University Press. 1962). The estimates contained In this work were carried forward to 
1966 by John W. Kendrick, reported In "The Wealth of the United States," Finance, 
January 1967, pp. 1011'. 
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as a ratio of net ,structure value. Obviously, these estimates are only 
as valid as the construction estimates and the depreciation and land
structure ratios, no one of which is without some question. 

An alternative source of estimate lies in the assessment data col
lected by American cities for the real property tax, the major source of 
municipal revenues. Since 1956 the ratio of assessed values to market 
value has been est~mated at five-year intervals by the Bur~au of ~he 
Census on the haSIS of a sample survey of actual sales durmg a SIX
month period. Allan Manvel has used the Census of Governments data 
to prepare an estimate of land values, making assumptions as to the 
relation of the assessed value of land to its true market value, as com
pared with the census-derived estimate of the ra;tio of the assessed 
value to the market value of the total property, and making further 
assumptions as to the proportion of market value of real property 
ascribable to the land component.2 Manuel Gottlieb has subjected this 
study to a critical review, pointing out the statistically inadequate 
basis for estimates of national average rates which were used in some 
of the categories.3 Manvel has made it clea.!' that he himself is aware 
of the tentative nature of his estimates, but Gottlieb's work serves to 
point out once again the absence of solid information, and the un
fortunate necessity of drawing general conclusions from incomplete 
data if any estimates at all are to be deri ved. 

It is encouraging that some comparability exists between estimates 
derived by the perpetual inventory method and those based on the 
Census of Governments data. It is difficult to make a direct compari
son, since the types of land included are not precisely the same. A 
discussion of the sources, and their differences and discrepancies, is 
included in U.S. Land Priecs-Di'l'eetions and Dyna1nies.4 Table II-3 
of this study, taken from that work, summarizes the conclusions and 
is presented here to indicate the order of magnitude involved. 

In the estimates which follow, major reliance will be placed on a 
third source of data, reports of the book value, or acquisition cost, of 
land. That held by corporations is reported to the Internal Revenue 
Service,5 and "cost" of federal land is reported by the General Service 
Administration. G The Census of Governments issues report on state 
and local governmental finances, which show capital outlay for "land 
and existing structures." 7 Daniel Creamer made use of the IRS data 
to estimate the value of land held by manufacturing firms. Creamer 
applied the ratio between book value of land and depreciated value 
of structures to an estimate of annual investment in real property 
developed by Patrick Huntley.s This produced an annual estimate of 
additional investment in land, which he added to the book value of 
the stock, adjusted by an inflation factor to obtain an annual esti
mate of the value of land holdings. 

• Allnn D. Manvel. "Tr~nds in the Value of ' Real ERtnte aud Land, 1956 to 1966." in 
Three I,a",1 Reuarch Sturlie8 R~R~nrrh R~nn.t No 12. nrepAr~d fn. the NAtIonal Com
mls"lon on Urban Problems (Wnshlngton. D.C.: U.S. Government Printing Office, 1968). 

3 l\Ianuel Gottlieb, "Did USA Land Values Double between 1956-1966--A Critique of 
the DouglaR Report" (l\1l1waukee, University of Wisconsin Economics Department, 1969). 
mlmf'ol?rnnhprl, 

• Grace Milgram, U.S. Land Price8-DirectionB and DynamicB, Research Report No. 13, 
Ilrppared for the National Commission on Urban Problems (Washington, D.C.: U.S. 
Government Printing OfficI', 1968). 

• StatisticB 01 Income, Treasury Department, Bureau of Internal Revenue, annual series. 
U [II "wtor/! Report 0" Real Propertll I,eaBed to the United States Throughout the 

Wor'ltl, WnRhington: General Services Administration, unpublished annually. 
7 Go I)ernmellt FillanceB, Department of Commerce, Bureau of the Census, annual 

~erip". 
8 Dr. Creamer kindly made his and Patrick Huntley's unpublished estimates available 

for this study.· 
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Table II-3 

Compamtive Estilndtes of Total Priv<lte, Non-Institutional Land 
Value and IIveruge IInnual Percent Change, United States, 

Selected Years, 1922 to 1966 

A. Absolute Values in Current Prices (billions of dollars) 

Estimate 1922 1930 1938 1945 1956 1966 

Keiper, et i!!.. 1 
95 l12 94 244 

GoldsmithL 
207 (228)b Kendrick3 121

a 
354 

Manvel4 282 b 549 

B. Average Annual Percent Change 

1922- 1930- 1945- 1938- 1956-
.1930 1938 1956 1956 1966 

Keiper, et i!!.. 2.1 -2.1 5.4 
Goldsmith-

Kendrick 5.0 (5.9) - 5.5 (4. 5l. 
Manvel 6.9 (6. O)c 

Notes: a. Taken from Goldsmith, .9..2.. cit., Table II, p. 55, Col. 4. 
b. The categories of land included in the three estimates vary 

slightly, primarily in the exclusion, or inclusion, of land owned by public 
utilities. Keiper excluded public utilities>. Goldsmith himself reports 
that for land included in Keiper's estimate, his figure would approximate 
$207 billion, wheraas Manvel estimates comparable land as reported by . 
Goldsmith as valued at $228 billion. He has adjusted the figures esti
mated fro,n Census of Governments reports to include publicly held u:1d 
state-assessed properties based 0:1 constant land-value proportion. A 
similar adjustment has been made by the authors of this report in the 
1966 figure. 

c. These percentages are based on the u/lbdjusted estimates made 
by Manvel. The lower estimate!tn the parenthesi!:;) is the percentage 
cha-Age if it is assumed that there is no increasu in the proportion of land 
in all realproperty . values. The higher figure, preferred by Ma nvel, a s
sumes at) incruasl:lg proportion of value aficribable to land. 

Sources: 1. JOf>eph S. Keiper, Lrnest Kurnow, Clifford D. Clark, and Ilarvey 
H. Siegel, TheO/-" ancl Me.'lf,urem.9~_ol-B~!l~ (Philadelphia: Chilton, 19611, 
Chapter II. 2. R<lYIll:Jnd W. Goldsl1l1th, The Nation,,1 Wei1lth of thu United 
StMc:,; tho Po::;t'''.'<1f V/orld (Princeton: Princeton~;Tvcrs-i;y Pless, 1961.), -
Table iT,ljp"~-()-8~ohn W. KC:lClrick, "The Weidth "f the United 
Stutes," l'inill!cr:,lJilJ1UiH~' 1967, p. 10 ff. 4."i\1l~D:-Mun-;:'~~1-:-:r,·(:ncl~ in 
the Vallie of l:r-:-:i I:~tille i1ncl LClnd, 195G to 1%6, l(i':sCJ.lJ'ch Report-N-;:l-2-
(N-';-LT;;nai-C-;;;-,;;;;is~j-;;;'~~\j~J;',;;Proi>kms, Wuship<)lon, I).C., l%R), . 
p. I G, 
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In the current study, use of the ratio of land to structure value is 
.avoided for the most part, and the value of the stock of land is raised 
by price indexes developed directly for land, rather than by a general 
price index. Some of the assumptions underlying the computations are 
heroic, and averages are drawn from small, and possibly unrepresenta
tive, samples. Yet none of the crucial assumptIOns duplicates any of 
those necessary in making estimates by means of a perpetual inventory 
or of assessment data, both of which employ an estImate of the land to 
structure-value ratio. Hence, despite its deficiencies, an independent 
estimate of total land values is produced. The only categories for which 
this is not true are farmland, vacant lots, and household ownership of 
residential land and acreage. For the first, the estimates of the Depart
ment of Agriculture were adopted; for lots and acreage, those of Man
vel, drawn from the Census of Governments, were used: residential 
land value is based on a land-structure ratio applied to a perpetual 
inventory estimate of the structure value. If this estimate approaches 
the others, it can only serve to increase our confidence in the essential 
reliability of the figures. 

Because of the time periods to which other studies apply, the most 
appropriate comparisons for the estimates made here are those pre
pared by Allan Manvel and by Goldsmith and Kendrick for 1956 and 
1966. Theseestimates, adjusted to cover all privately held land, are 
given in Table II-4. The current estimate falls between those of Gold
smith and Kendrick, which are low, and those of Manvel, which are 
considerably higher. Since our study has, in essence, accepted Gold
smith's 1952 estimates as a base from which to begin, it is not surpris
ing that our result is closer to Goldsmith's figure in 1956. Th~ rate of 
increase, however, is higher than that of the other series, so that it is 
much closer to Manvel's estimate by 1966. The range in these estimates 
is large, with the highest in 1966 over 50 percent greater than the 
lowest. Yet, in view of the data gaps which have been spanned by 
simplifying assumptions in each of these estimates, it is indeed grati-
fying that they are as close as they are. ' 
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Table II-4 

. Comparative Estimates of Total Private, Non-Institutional 
Land Value and Average Annual Percent Change 

United States, 1956 to 1966 

Annual Rate 
Estimate 1956 . 1966 of Chan2e 

(billions of dollars) (pe~cent) 

Goldsmith": 
Kendrick 207 354 5.5 

Manvel 282 549 6.9 

Milgram 234 494 7.8 

Source: Tables II...:1 and II-3 
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3. METHODS OF ESTIMATION 

Although the general approach in the derivation of this estimate was 
the use of reported book value of holdings, book value data are not 
available for all sectors. Thus, it was necessary to employ different 
bases of estimation to obtain the desired aggregates. The methods used 
for each sector are de~ribed in the followmg sections of this report. 
a. Book Valu8s 

In reporting to the Internal Revenue Service, businesses divide their 
assets among those that are depreciable, depletable, and non-depreci
able, in order to take advantage of the tax benefits to be gained from 
depreciating capital assets. For corporations, complete data are avail
able from their balance sheets. Regulations applicable to partnerships 
and proprietorships do not require the same lllformation to be filed, 
and data are uneven. In the case of vacant land, the reported book 
value is the price in the year of acquisition, carried forward without 
change from year to year. In the case of newly aCCJ.uired property which 
consists of both land and structure, the acquisitIOn price is normally 
divided between the two types of assets in accordance with the ratio 
of land and structure in the assessed value if the site is within a local 
taxing jurisdiction which makes a separate determination, or through 
some other appraisal method. Once again, this figure is carried forward 
as the book value of the land. No adjustments are made for changes in 
its market value so long as the land remains in the same ownership. 

Ideally, to determine the market value at any given time from the 
book value, we should have a land price in,dex by which to adjust the 
value of the stock of land continuing in the same ownership; a dis
tribution of book values by date of acquisition or a benchmark esti
mate of total market value at a given year; and a record of the former 
and newly adjusted book-value of land transacted during the year so 
that any sold could be subtracted from the stock before t.he stock's 
value has been changed by application of the price index, and added at 
market value after the stock adjustment. In fact, we have none of 
these figures, and a large part of this work, therefore, consists of de
riving estimates of these items. 



328 

b. Land Price Indexes 
There are a number of data sources from which a rudimentary 

index can be derived for different types of land, at least to 1966 (Table 
II-5). Chief among these is the series on value of farmland pre1?ared 
by the Department of Agriculture.9 It is the only published senes in 
which values are reported on a per acre basis, thus lending itself 
directly to the preparation of an index for farmland. 

Unfortunately, the series refers only to land in farm use, excluding 
that which has been converted from farm to non-agricultural use dur
ing the year. The land undergoing urbanization is undoubtedly that 
with the most rapidly increasing price. In fact, farmland in non
metropolitan counties, although at a lower price, shows a greater 
increase than that in metropolitan counties, primarily because of the 
greater diversion of land to urban use in the latter.lo Hence, an index 
based on land continuing in farm use will tend to underestimate 
changes in national land prices, though the degree of underestimation 
oannot be determined. The estimated farm value, however, does include 
some effect of increased demand resulting from urban expansion and 
speCUlative activities perceding such expansion, not simply an in
creased value arising from agricultural activities. The farmland index, 
consequently, has been taken as representative of all non-metropolitan 
land, whether in farm or small city use. 

• For 1950 to 1967. a summary table Is presented In Farm Rea~ Estate Market 
Development8, Economic Research Service, U.S. Department of Agriculture. CD-70. April 
1968. Table 21. p. 27. For later years the estimate Is based on unpublished data from FRS. 

10 Department of Agriculture, Economic Research Service, unpubll.tlhed memorandum 
by William H. Scotleld,-necember 1967. 
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Table II-5 

Land Price Indexes for Non-Metropolitan, Metropolitan Ring, and 
Central City Areas, United Stales, 1,~52-1966 

(1952=100) 

Metropolita n 
Year Non-metropolitan Ring of SMSA Central City 

(1) (2) (3) 

1952 100 100 100 
1953 99 135 i'17 

,1954 104 143 123 
• 

1955 111 180 145 
1956 121 200 160 
1957 129 230 180 
1958 141 250 195 
1959 149 270 209 

1960 153 290 220 
1961 162 310 236 
1962 170 325 250 
1963 182 345 265 
1964 195 360 280 

1965 211 370 290 
1966 225 390 309 

Sources: Col. 1 computed from data of Col. 5, Table 21, p. 27. 
Farm'Real.Estate MllrkC't Developmcnts, CD-70. April, 1968, 
Economic Hcsearch Service, DC!XHtll)C:1t of Agriculturc; 
Col. 2, Table II- 6; Col. 3, see text. 
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Since 1956, there has also been available an estimate of market value 
of the public domain managed by the Bureau of Land Management 
of the Department of the Interior, which gives, in addition, the acre
age under its jurisdiction.l1 This estimate is based on appraisals of the 
value of similar land in the private sector, which is subject to normal 
market transactions. The Bureau has translated its estimates into a 
price index, which can be considered appropriate for the type of land 
in the public domain; that is, land largely devoted to grazing and 
forests. Although the level of prices is much lower than that of fnnn
land, the rate of incre,ase is slightly greater, supporting the view that 
t.he farm index understates rising trends. The Bureau's index has been 
used in conjunction with others in estimating the value of federal 
land. 

Three sources of price data are available for urbanizing land (Table 
II-6). One is the FHA series of site prices for new construction fi
nanced with FHA-insured mortgages.12 This is located largely in sub
urban areas. These data, of course, incorporate not only chan~ in 
raw land prices, but also increases in costs of land preparation and 
changes in the size of sites. 

11 Unpublished memorandum supplied by Jean DubOis, Bureau of Land Management, 
Department of Interior. 

,. Reported In annual Issues of Stat/8t/cal Yearbook, U.S. Department of Housing and 
Urban Development. Prior to 1966, the series was Issued as part of the Annual Report, 
Federnl Housing and Home Finance Agency. 
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Table II-6 

Components of Metropolitan Ring Land Price Index 
(1952=100) 

Los Angeles Northeast Estimated 
Adjusted FHA Residential Philadelphia, MetroPolita n 

Ye'!L Site Prices Land All L~nd Ring 
(1) (2) (3) (4) 

195~ 100 : 100 100 100 
1953 105 124 177 135 
1954 110 146 173 143 
1955 ll8 172 250 180 

1956 129 202 218 200 
1957 1,37 246 304 230 
1958 14 .. 261 355 250 
1959 151 280 380 270 
1960 155 310 410 290 

1961 159 330 440 310 
1962 165 350 470 325 
1963 176 360 500 345 
1964 182 370 520 360 
1965 196 380 540 370 

1966 204 395 565 390 
1967 410 575 410* 

1968 420 ~85 
430* 

. Col. 1 adjusted for increase in costs of site preparation and size. 
See text. 

Col. 2 curve smoothed graphicully and extended from data in Frank 
G. Mittelbuch, Putterns of Land Utilizution ami Co~_ts: A Studv of Los 
Anqeles, Table VI-4, p. VI-9, (unpublished manuscript). 

Col. 3 curve smoothed gruphicully and extended from data in Gruce 
Miigram, The City [xpanc!E, (Washington, D. C.: Government Printing 
Office, 1960), 'ruble 20, p. 06. 

Column 4 is the average of columns 1-3 

*Extrapolated 

53-940 0 - 7\ - pt. 6 - 22 
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Maisel has estimated that approximately half of the increase from 
1950 to 1962 in the San FranCIsco area arose from increases in land 
prices and the remaining half from the other two factors.13 Although 
San Francisco land prices are not typical of those of the nation as a 
whole, the discrepancy in factors affecting these changes in price would 
almost certainly be less than the level of prices. In the absence of simi
lar studies in other places, the annual nationwide average increase in 
site value was reduced by fifty percent, and the rffiulting series trans
formed into an index. 

There are also two studies available which report changes in per
acre prices of land over time within a single developing suburban area, 
one for Los Angeles and one for Philadelphia.14 These series were 
smoothed by graphic methods and the curves projected for the years 
after conclusion of each study. No other studies could be found in 
which data were reported in a form permitting their incorporation 
into a time series. The three series reported above were combined 
through an unweighted average, and the base converted to1953 equal 
to 100. This index was used to compute the price change in land in the 
metropolitan ring areas. 

No aggregate land price data could be found for central cities, 
although scattered information which reveals a variety of movements 
is available for various cities. Studies of urban renewal sites showed 
an overall increase, although the degree varied among cities.15 Con-

13 Sherman J. Maisel, "Back\l:round Information on Costs of Land for Single-Family 
Housing," In Hou8ing in Call1ornia, Appendix to Report, Governor's Advisory Com
mission on Housing Problems, San FranciSCO, 1963, Table 4, p. 226. 

16 Frank G. Mlttelbach Pattern8 01 Land Utilization and Costs: A Study 01 L08 
Angele8, University of Ciiilfornla, Los Angeles, unpubUshed manuscript; Grace Milgram, 
The City ElDpands (Washington, D.C. : Government Printing Office, 1968). 

1. For example, 8ee Nell N. Gold and Paul Davldolf, "The Supply and Availability of 
Land for Housing for Low and Moderate-Income Families," In Technical Studies, 
Report of the President's Committee on Urban Housing (Washington, D.C.: Government 
Printing Office, 1969), Vol. II, Table 76, p. 373. 
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sultation with a number of realtors and other ex}?erts familiar with 
city development indicated a general belief that, In toto, city values 
have risen, but not so rapidly as those in suburban areas. An index 
for metropolitan central city land was constructed, falling halfway 
between the farmland and suburban indexes alreadydeveloped. This is 
imprecise as to level, but not as to position within the major land 
submarkets. 
c. The Stock of Land 

It would have been preferable to have an independently derived 
initial ntlllation of land at some base period. It was beyond the scope 
of this study, however, to attempt either a de novo construct of a land 
value inventory for the 1950's, or to carry back the price indexes for a 
long enough period so that the value of the beginning stock of land 
would prove unimportant when considered in relation to newly pur
chased land over the whole period. As a consequence, Goldsmith's val
uation was employed as a starting point in the estimates for all sectors 
except agriculture and individual households (Table II_7).16 For 
smaller sectors than those reported in Goldsmith's table, proportions 
were taken in the same ratio as the book value of the subsector to the 
book value of the larger sector which reported. 

For corporations and local and state governments, the 1952 esti
mates were used as the base year. For federal government lands, the 
series of acquisitions begins in 1956, so that year was taken as the 
base and the years from 1952 to 1955 were extrapolated from subse
quent trends. Book values for the land holdings of lUlincorporated 
businesses, institutions, and households are not available, so other 
methods not reguiring an independent figure for a base year were used 
to estimate theIr value. In general, book values of sectors in the base 
year were approximately one-third of the amount reported in 1968. 

18 Goldsmith, oJ). cit., Table A-41, p. 188. 
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Table II-7 

Estimated Value of Lund ReIn hy Nonfarm Corporations 
and GovernMents, United states, 1952 

(millions of dollars) 

Corpora te Holding s 

Total 21,753 

Finance 10,080 

Ma nufa cturing 4,926 

Retail and Wholesale 2,751 

Services 1,701 

Public Utilities 872 

Mining 297 

Contract Constructiqn 235 

Other 891 

Federal Government 10,797 

State and Local Governments 23,700 
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It is obvious that any addition to the stock between successive years 
is brought in at current market value. These annual differences were 
computed and assumed to be the value of land at current market price. 
There is almost certainly some land included in what we call the 
"stock," which, in fact, was transacted and, hence, already raised 
to market value. Application of a price index to this part of the 
stock would thus raIse the value of that transacted land twice. There 
are no data by which to estimate the extent of this overstatement. 
Mortgages on 1- to 4-family unit properties insured by FHA had a 
median duration of approxImately ten years,H indicatmg a transac
tion or prepayment rate of approximately 5 percent each year. In early 
years, almost all of these are likely to be sales rather than prepayment 
of mortgage by the owner. Residential sales, however, are influenced 
by the great mobility of the American population. There is no reason 
to suppose that other sectors of the economy transact properties at 
so high [1, rate. In a rapidly developing section of Philadelphia sub
ject to speculative forces, the maximum proportion of vacant land 
acreage transacted was 11 percent, and this steadily decreased over the 
years until it reached 3 percent of available vacant land.ls Thus, turn
over rates of 4 to 5 percent might be considered normal in number of 
properties, though possibly not in value of properties. The proportion 
of real property transacted each year-that is, structure and land
is almost certainly lower than this, particularly in view of the in
creasing tendency to sell companies through transfers of stock rather 
than by transfer of real property. Whatever its extent, this overesti
mate in the stock of land to be increased by the index offsets to some 
degree the underestimate which may exist because of the downward 
bias in the non-metropolitan land index component. 

17 Department of Housing and Urban Development, Stati8tical Yearboo~, 1966, FHA 
Table 72, p. 142. 

18 Grace Milgram, The City Elllpand8, op. cit., Table 19, p. 69. 
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d. Esti'11UZte of Val!ue by Sector 
Since we have not one index, but three, the land owned by any sector 

must be divided among the three types before its value is raised by the 
index. This was done dIfferently for each sector. 

(1) Oorporations.-For corporations, there is of course no inven
tory of location of types of establishment by size of parcels they 
occupy, which would permit a direct allocation. Number of establish
ments and number of employees are reported for the United States, 
for metropolitan areas in total, and for mdividual SMSA's. These·are 
also reported for counties, so that it is possible to distinguish between 
central counties and ring counties in SMSA's. The establishments in 
central cities have more employees on the average, but presumably are 
.t;nore intensive in their use of land per employee-certainly in area, 
although not necessarly in dollar value. There is no information to 
answer the question of whether companies which have located outside 
of central cities in order to get more space are satisfied merely to 
achieve additional space, or whether they also want to reduce total 
land expenditure. On the other hand, each establishment, no matter 
how small, uses some land. As a result, the sheer number of establish
ments has some effect. Consequently, land values were divided among 
metropolitan and non-metropolitan areas in accordance with a ratio 
which took account of both the proportion of employees and of re
porting units in their respective areas, using the national totals for 
the economic sector (Table II-8). One estimate was made based on 
data for 1963, midway in the time period investigated here, and kept 
constant for 1952 and subsequent years. Within metropolitan areas, a 
similar ratio was determined by which to divide the 1952 stock. It was 
based on the average values of employment and number of establish
ments in central and ring 'counties in twelve SMSA's in 1951 (Table 
II-9). 
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Tahle II-9 

Percentage of Employees and Establishments in Central Counties, 
by Subseetor, Twelve Selected SMSA' s, 1951 

Subseetor , 

Metropolitan Services Finance Public Utilities Construction 
Area Empl. Estab. Empl. Estab. Empl. Estab. Empl. Estab. 

Atlanta 96 91 93 98 98 50 90 86 

Boston 60 48 76 56 62 45 43 29 

Chicago 93 89 97 97 96 86 89 81 

Cleveland 98 97 95 96 97 88 96 93 

Dayton 83 85 74 63 88 66 86 78 

Detroit 91 88 92 89 90 88 85 81 

Indianapolis 91 88 92 86 95 60 92 79 

New Orleans 91 90 97 96 87 80 93 90 

New York 92 88 96 94 91 87 79 66 

St. Louis 78 68 83 71 76 60 61 51 

San Francisco 88 83 91 87 89 77 75 68 

W.a s hing ton 84 80 81 80 73 57 58 48 

Average 87 83 83 84 88 70 79 70 

Weighted 
I\verage 84 80 88 88 82 6G 73 64 
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Since 1952, there has been, of course, a trend toward movement of 
industri,aland commercial establishments away from central cities. 
Dorothy· K. Newman has reported on value of new construction in 
central cities and ring areas for selected industrial groups.19 For land 
not carried in the stock but newly transacted from year to year, in 
sectors on which she reported, ,the devision between central city and 
ring was made on the basis of her report (Table II-10). For sectors 
not given, the proportions used for 1952 were 'adjusted in favor of 
suburban values toa small degree. 

Values were estimated separately for each of the seven most impor
tant industries, by applicllition of the appropriate index to each type 
of land, in accordance with the procedure described above (Table 
II-ll). The total values for these industries were then expanded by 
the proportion their book value bears to total book value of all cor
porations, minus the industry-class agricultural, forestry, and fishing, 
to give a total estimate of market value of holdings of nonfarm corpo
ratIOns (Table II -12). The ,agricultural oategory was excluded because 
corporate farm holdings are included by the Department of Agricul
ture in its estimates of the value of farmland. A very slight under
valuation results from the omission of corporate forestry and fishing 
land. The IRS reports were available only through 1966 at the time 
this report was prepared. Estimates for 1967 and 1968 are straight-line 
extrapolations of the trend of previous years. 

,. Dorothy K. Newman, "The Decentralization of Jobs," Monthly Labor Review, 00 
(May 1967), p. 7-13. 
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Table II-10 

Percent of New "rivate Nonresidential I3uilding Outside the Central Cities of 1 
Standard Metropolitun Statisticuillreus (SMSA's). by Region. 1960-65 nne! 1954-65 

Percent of vuluation of permits uuthorized 
for new nonresidential building 

United North:: North 
2 2 

Type of new nonresidential building States ~ Central South West 

1960-65 

All types 
3 

47 53 49 34 53 
Business 47 54 47 33 52 

Industriul . 62 71 59 46 69 
Stores and other mercantile 

buildings. 52 68 57 34 56 
Office buildings 27 26 30 22 32 
Gasoline and service stations 51 61 52 .39 57 

Community 45 47 47 33 53· 
Educational. 45 47 46 34 50 
Hospital and institutional 35 35 36 20 48 
Religious. 55 66 57 42 60 
Amusement 47 41 60 46 45 

1954-65
4 

All types 
3 

49 55 51 34 55 
Business. 46 56 50 33 50 

Industrial. 63 73 59 47 72 
Stores and other mercantile 

bl\ildings • 53 69 55 33 58 
Office building s. 27 25 31 20 32 
Gasoline and service stations 53 66 54 40 59 

Community 45 52 50 33 57 
Educational. 50 53 54 36 58 
Hospital and institutional. 36 38 36 21 50 
Religious . 54 67 55 39 62 
Amusement 48 48 51 41 50 

. I Data for groups of years are used to avoid erroneous impressions from erratic 
year-to-year movements in building construction. 

2Data for southern and western SMSA's reflect a more significant degree of un-
nexation und area redefinition and are therefore less reliuble tlmn figures for other 
regions. 

3Includes types not shown sepurutely und excludes major additions u nd ulter-
u tlons for which type of building is not known. 

4Cxcludes dutu for 1959. for which comparuble information is not available. 

SOU Rei:: Unpubli;;hed dilta of thf' Bureau of the Census. tubulutccl at the rccjuc'st 
of the Hur'-';111 nf I.,liltl}' St,lli!,tlCr.. Il)!;,'ci on u !;ulJlpic of over 3,000 permit-jr.f,uin'J plilt" 
])(J1otil)' I;. Nc''''''';''', "Till' 1!('c:cntl . .1I,zdtlon of Jnbs," l:lnnt!!-'.Y....G!.!~:2!:.-l~~·_~!~'.!:, 90 (1I,1.1Y 
1%'1), p. '/-13. 



Table II-ll 

Estimated Value of Land Held by Corporations in Seven Major Industry Groups 
United States, 1952-66 

(millions of dollars) 

Retail & VVho1esale Contract 
Year Total Ma nufa cturing: Trade Mining: Services Public Utilities Construction Finance 

1952 20,862 4,926 2,751 297 1,701 872 '235 10,080 
1953 24,774 5,762 3,200 308 2,031 983 289 12,201 
1954 26,322 6,069 3,421 344 2,121 981 317 13,079 

1955 31,556 7,474 4,122 374 2,564 1,109- 390 15,523 
1956 36,617 9,042 4,630 393 2,870 1,254 448 17,980 <J.:) 

""" 1957 41,698 10,199 5,185 431 3,319 1,443 528 20,593 0 

1958 46,870 11,378 5,855 495 3,639 1,615 615 23,274 
1959 52,885 12,345 6,327 522 4,046 1,741 6€7 25,O3~ 

1960 56,273 13,237 6,806 548 4,269 2,015 763 28,635 
1961 62,074 14,556 7,125 636 4,743 2,275 989 31,751 
1962 67,477* 15,348 7,954 690 5,138 2,444 1, ll9 34,784 
1963 73,759 16,721 8,704 760 5,587 ,2,629 1,264 38,094 
1964 80,018 18,125 9,485 848 6,093 2,841 1,447 41,180 

1965 86,194 19,757 10,211 919 6,517 3,037 1,664 44,090 
1966 93,775 21,748 11,155 1,012 7,229 3,308 1,8lt8 47,515 

* In terpola ted. 
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Table II-l2-

Estimated Market Value of Land Held by Nonfarm Corporations 
United States, 1952-66 

(millions of dollars) 

Seven Major Industri: GrouEs 
Total Vaiue Result of Net Ratio Book Value 

Year of Stock Total Stock Price Rise Addition Seven Industries to Total 

1952 21,754 20,862 95.9 
1953 26,054 24,774 24,297 477 95.2 
1954 27,533 26,322 25,878 444 95.6 

1955 33,217 31,556 30,973 583 95.0 
1956 38,383 36,617 35,335 1,282 95.4 
1957 43,755 41,698 40,928 770 95.3 
1958 48,520 46,870 45,190 1,680 96.6 
1959 54,917 52,885 51,331 1,554 96.3 

1960 58,133 56,273 54,547 1,726 96.8 
1961 63,994 62,074 59,887 2,187 97.0 
1962 69,636 67,477* NA NA 96.9 
1963 76,U9 73,759 69,839 3,920 96.8 
1964 82,664 80,018 77,867 2,151 96.8 

1965 88,678 86,194 83,369 2,825 97.2 
1966 96,477 93,775 91,117 2,658 97.2 

• Interpola ted. 
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It should be noted that the differences in value resulting from the 
allocation process ·are marginal. Thus, for cor:porations, if all land 
is assumed to be covered by the non-metropohtan price index, the 
1966 valuation differs by $19.2 billions, or 18 percent of the valuation 
obtained with land allocated among types. Differences resulting from 
relatively minor variations in allocation among the three types of 
land would be correspondingly less. Differences would be much greater, 
of course, if values resulting from an assumption of total non-metro
politan location were compared with those obtained by an assumption 
of total location in the metropolitan ring, hut the latter assumption 
is completely unreasonable and, therefore, the degree of difference has 
not been tested. 

(2) Partnerships and proprietorships.-Although the Internal Rev
enue Service has reports for some years for the book value of land held 
by partnerships and proprietorships, these are incomplete both as to 
industries and years. It can be assumed, however, that m any industry, 
rentals bear some relatively constant relation to gross receipts, and 
that rentals, in turn, are a reflection of the value of the land, regard
less of the institutional form of the business. 

The gross receipts for each ty,Pe of business are reported by indus
try. Following the line of reasonmg described above, the ratio of gross 
receipts of partnerships !l.nd of proprietorships to corporations was 
oalculated (Table II-13) and applied to the previously estimated 
land holdings of corporations to derive an estimate of the value of land 
held by the other type~ of businesses (Table II-14),. These were totaled 
and expanded by the same ratios as those used to expand the corporate 
sector, thus producing the estimates of total value of land held by 
unincorporated businesses. 



Table II-13 

Gross Receipts of Partnerships and Proprietorships as a Percent of Corporate Receipts. by Industry 
United States. 1952-1966 

Indust!}: and Business Form 

Retail & Contract 
Ma nufa cturing Wholesale Trade Mininq Services Utilities Construction Fina nce 

Year Part. ProD. Part. Prop. Part. Prop. Part. Prop. Part. f!:2p~ Part. Prop. Part. ~ 

1952 3.98 2.92 33.90 59.97 18.45 8.87 67.26 162.06 1.56* 6.39* 1. 56* 6.39* 15.67 5.09 
1953 3.70 2.62 31. 18 52.17 17.24 9.93 63.86 156.02 1.56* 6.39* 1.56* 6.39* 15.93 15.73 
1954 3.42 2.32 28.46 44.37 16.03 10.08 60.46 149.98 1.56* 6.39* 1.56* 6.39* 16.19 16.37 

1955 3.13 2.02 25.74 36.58 14.82 10.19 57.06 143.94 1. 56* 6.39* 1.56* 6.39* 16.4517.02 
1956 2.85 1. 98 33.02 38.28 13.61 10.49 53.67 131.18 1. 56* 6.39* 1. 56* 6.39* 16.72 16.68 ~ 
1957 2.57 1. 95 20.29 40.19 12.40 10.80 50.27 118.42 1. 56* 6.39* 1.56* 6.39* 16.9816.35 ~ 

~ 
1958 2.47 1. 95 19.01 37.72 10.74 13.67 50.32 116.74 1. 92 7.21 1. 92 7.21 13.56 18.':8 
1959 2.16 1. 88 16.47 36.54 9.67 10.15 43.16 112.06 1. 82 6.67 1. 82 6.67 11. 69 1.2. 22 

1960 2.02 1. 90 14.70 33.19 9.68 14.42 41.98 105.20 1. 56 6.80 1. 56 6.80 10.21 13.41 
1961 1. 85 1. 78 14.03 32.14 8.48 10.41 40.65 99.15 1. 76 6.18 1. 76 6.18 11.34 12.21 
1962 1. 66 1. 68 12.48 30.36 7.63 8.26 39.01 98.01 1. 40 5.97 1. '10 5.97 12.0211.17 
1963 1. 46 1. 52 11. 66 29.38 7.86 8.00 37.62 94.09 1. 38 6.04 1. 38 6.04 12.071(.93 
1964 1. 45 1. 48 10.84 28.40 8.09 7.75 36.22 90.16 1. 36 6.12 1. 36 6.12 12.12 10.68 

1965 1.11 1. 44 9.60 27.13 7.28 7.92 34.04 81. 51 1. 52 6.39 1. 52 6.39 11.1511.44 
1966 1. 09 1. 28 9.28 26.09 6.35 8.04 33.17 77.68 1. 31 6.11 1. 31 6.11 12.61 12.20 

* 
Data unavailable. percentage extrapolated. 

SOURCE: Calculated from "Statistics of Tncome." U. S. Bureau of Internal Revenue. Tax Returns of Corporations. 
Partnerships. and Sole Proprietorships. 



Table II-l4 

Estimated Value of Land Held by Partnerships and Proprietorships In Seven Major Industry Groups 
United States, 1952-1966 

(millions of dollars) 

Retail & Wholesale Public Contract 
Year Total Ma nufa cturing Sales Mining Services Utilities· Construction Finance 

1952 10,471 340 2,643 81 3,901 ,0 336 3,100 
1953 11,914 366 2.679 84 4,466 78 379 3,862 
1954 12,128 368 2,492 90 4,463 78 378 4,259 

1955 13,347· 366 2,569 93 4,516 88 419 5,296 
1956 15,212 437 2,839 95 5,305 100 431 6,005 C/.j 

II'>-
1957 16,722 461 3,136 101 5,598 115 448 6,863 II'>-
1958 18,064 503 3,322 101 6,079 147 456 7,456 
1959 17,102 499 3,354 101 6,280 148 495 6,225 

1960 17,634 520 3,259 132 ·6,284 168 507 6,764 
1961 18,817 529 3,290 120 6,631 181 589 7,477 
1962 19,936 513 3,407 110 7,040 180 620 8,066 
1963 21,162 498 3,572 121 7,359 195 658 8,759 
1964 22,397 532 3,722 135 7,700 213 70S 9,390 

1965 23,087 505 3,751 140 7,703 240 786 9,962 
1956 25,422 515 3,945 145 8,013 226 785 11 ,793 

• 

Source: Same as Table 11-13. 
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(3) Federal, government.--The process by which federally owned 
land wa evaluated was similar in concept to that used for corporations, 
but differedin execution because of the difference in available data. 
Since 1956, the General Services Administration has issued an annual 
inventory of real property owned by the United States government, 
classified urban or rural, as well as by agency, state, predominant 
usage, and other categories.2Q Acreage of land is given, and "cost" of 
land and buildings separately. In the case of property held for some 
time, cost is the actual acquisition cost to the government, including 
zero cost for public domain land or gifts. For example, the "cost" of 
the land obtained in the Louisiana Purchase, or through Seward's 
Folly in Alaska, has not been adjusted to current values_ Current ac
quisitions, however, are supposed to be reported at actual cost or, if 
acquired through donation or means other than purchase, at the esti
mated fair price had the parcel been purchased.21 As with corpora
tions, the difference in cost between subsequent years produces a net 
figure on the value of newly acquired ground. 

Although each year the acreage is classified urban or rural, the cost 
is given only as a total and, of course, it cannot be divided in the same 
ratio as the acreage. To aid in this allocation, use was made of the 
values of farmland and of the public domain in the jurisdiction of the 
Bureau of Land Management. After an examination of the govern
mental agencies which held the land and the predominant usage within 
each agency, it was decided that the rural land held by the government 
could reasonably be valued by a formula which ascribed one-tenth to 
the farmland value and nine-tenths to the type of land held in the 
public domain. An estimated average acreage price for rural land held 
by the government was thus produced (Table II-15). Multiplication 
of the rural acreage for 1956 by this figure gave an estimated total 
value of government-held rural land in 1956, which was then sub
tracted from Goldsmith's governmental estimate of 1956 to produce a 
benchmark figure for urban land for that year. For each year there
after, the difference in number of rural acres was multiplied by the 
average price of rural land and the result subtracted from the differ
ence in cost to obtain the additional urban values (Table II-16). The 
results for each year were added to the appropriate stock, after the 
value of the urban stock had been raised by the urban price index and 
that of the rural stock raised by the non-metropolitan index, as de
scribed in the section dealing with corporate land. In actual practice, 
since the value of the public domain is directly reported, its acreage 
was subtracted from rural acreage at the start of this process, and its 
value added to the total for each year after all the other calculations 
were completed. A slight overestimate results from the failure to ex
clude federal land leased to farmers and grazers, whose value is also 
included in the Department of Agriculture estimates. The current 
value of this land is estimated at $3.8 million, and thus would have no 
appreciable effect on the figures reported here.22 The values for 1952 
through 1955 were estimated from trends of the non-metropolitan 
price mdex, and those for 1967 and 1968 were estimated by extrapoli
tion of the trend shown in the immediately preceding years . 

.. General Services Admlnlstratlon. Inventory Report on Real Property Owned by the 
Ullitcd States throughout the World. Annual publication, beginning 1956. 

!!l [bicl., June, 1968, p. 3. 
2!1 Letter to author from William H. Scofield, Economic Research Service, Department of 

Agriculture, May 14, 1970. 
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1956 
1957 
1958 
1959 

1960 
1961 
1962 
1963 
1964 

1965 
1966 
1967 
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Table II-J 5 

Estimated Average Price Per Acre of Rural Federal Land, 
United States, 1956-1967 .. 

Public Domain Farmland Rural Public Land 
(1) (2) (3) 

$ 5.34 $ 66.14 $11.42 
4.89 72.13 10.89 
4.95 76.98 ' 12.15 
5.07 84.03 12.97 

6.59 89.05 14.84 
8.90 91. 20 17.13 
9.88 96.47 18.54 

10.68 101. 74 19.79 
11. 30 Hi8. 67 21. 04 

12.68 116.26 23.04 
14.06 125.85 25.24 
15.35 134.20 27.24 

Source, Col. Computed from price index supplied by 
jean Dubois, Bureau of Land Management, 
Department of Interior. 

Col. 2 Farm Real Estate Market Developments, 
Economic Research Service, Digest of 
Agriculture, Ta ble 21, p. 27. 

Col. 3 See text for method of derivation from data 
in Columns 1 and 2. 
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1954 

1955 
1956 
1957 
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1959 

1960 
1961 
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1965 
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1967 
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Table II-1G 

Estimated Value of Land Held by thp .federal Government 
in the United States. 1952-68 

(millions of dollars) 

A. Net Additions 

Value of Stock 
1 

Net Addition to Stock during Yeilr 
Total Rural Urban 

2,463 
2,512 48 -2 50 
2,552 41 11 30 

'2,752 198 476 -278 

3,146 .393 188 205 
2, 95 9 157 3 154 
3,462 157 3 154 
3,765 303 3 300 
3,980 215 20 196 

4,128 144 18 131 
4,393 264 20 244 

264 1 263 

IJ:xcluding public domain administered by Bureau of Land Management, 
Department of Interior. 

53-940 0 - 71 - pt. 6 - 23 
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Table II-16 (cont.),. 

B. Change in Value of Stock 

Estimated Increased Value of Standing Addition of New Land, Total Value 
Year Total Stock, by Location by Location Public Domain 

Rural Urban Rural Urban 

1952 10,797* 
1953 10,763 * 
1954 11,488* 

1955 12,237* 
, 1956 13,400 2,621 8,230 2,5'19 

!957 14,399 2,804 9,218 2,802 9,268 2,329 
1958 15,218 3,054 10,009 3,065 10,039 2,114 
1959 16,609 3,244 10,742 3,725 10,464 2,420 

1960 18,361 3,837 10,987 4,025 11,192 3,144 
1961 20,559 4,261 11,975 4,270 '12,l?J 4,160 
1962 22,106 4,484 12,857 4,487 13,011 4,608 
1963 23,859 4,801 13,792 4,604 14,092 4,963 
1964 25,511 5,140 14,938 c 5,160 15,134 5,247 

1965 27,279 5,573 15,739 5,591 15,870 5,818 
1966 29,494 5,982 16,822 6,002 17,066 6,426 
1967 31,518* 6,500* 18,000* 7,000 
1968 33,543* 7,000* 19,000* 7,500 

'LxtrapO'lutcd. 
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(4) State and local g01Jernments.-As part of its series on govern
mental finance, the Bureau of the Census issues annually a report on the 
expenditures of state and local governments for a number of classes, 
including land and existing buildings. A major, but undeterminate, 
number of existing structures are purchased to be cleared, and their 
cost of acquisition can, in fact, be considered a part of the land cost. 
In the present estimates, the actual amounts reported by the Census 
were reduced by 10 percent, to adjust both for that part of the ac
quisition which, in fact, applied to existing structures bought to be 
used as such, and for any sales of land which may have occurred but 
are not separately reported in revenues.23 These figures then served as 
the equivalent to the net acquisition to the stock (Table II-17). For 
the 1952 base value, Goldsmith's estimate of that year was accepted. 

No means of separating the land into classes was found. No data 
exist on the total amount of land owned, or annually acquired, by 
municipalities inside and outside of metropolitan areas--either by 
acreage, or by dollar value. If it were :tSsumed that all land was non
metropolitan in character, it would have been valued at $95 billion 
by the end of 1968. Since the land is located in all three of the classes. 
it seemed more reasonable to raise its value by the central city land 
index, which itself fell between the non-metropolitan and ring area 
indexes. This procedure produced a land value of $110 billion in 1968, 
15 percent higher than the first figure. 

Il3 In the absence of factual data, there are dIlfering judgments as to the most appro· 
prlnte adjustment to make. Mr. Maurice Crlz, Assistant Chief of the Governments Division, 
Bureau of the Census, b~lI~ves that 2 or 3 per cent would be more accurate (letter to the 
author. November 20. 1970). Since the absolute magnitude of land acquisition Is low, 
the dllferences resul t1ng from use of the lower adjustment rate would alfect only the 
figures after the decimal point In Table II-I, col. 7. 
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Table II-17 

Estimated Market Value of Land Holdings of State and Local Governments 
United States, 1952-68 

(millions of dollars) 

Value of Stock 
Year (end of year) Result of Price Rise Net Addition 

1952 23,700 
1953 28,206 27,729 477 
1954 30,233 29,616 617 

'1955 35,902 35,071 832 
1956 c 40,573 39,492 1,081 
1957 46,529 45,442 1,087 
1958 5 1,383 50,252 1,131 
1959 56,377 54,980 1,397 

1960 60,599 59,195 1,404 
1961 66,284 64,841 1,443 
1962 71,938 70,261 1,677 
1963 77,982 '76,254 1,728 
1964 84,641 82,661 1,980 

1965 90,128 88,027 .2,102 
1966 97,8.60 95,536 2,324 
1967 104,300* 101,500 2,500 
1968 110,700* 108,000 2,700 

* Extra pola ted. 

As with the other sectors for which data were not available, the 
estimates for 1967 and 1968 were extrapolated from trends of the 
previous years. 

(5) Non-profit institutions.-Data which would permit an estimate 
of land ownership by non-profit institutions is completely lacking. 
Some tax jurisdictions do publish reports of the assessed value of real 
property owned by these institutions. The assessments, however, are 
made in an even more cursory manner than assessments in general, 
since no tax payments result from the process. In addition, the juris
dictions involved are scattered and not notably representative. Only 
occasionally is an effort made to separa.te land and other real property. 
Moreover, the relation of land to structure value is extremely variable, 
even for a single type of institution. Balance sheets of assets are only 
rarely available f?r public perusal. 
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Under these circumstances, it was assumed that the percentage 
which institutional holdings formed of all holdings during the 1950's, 
as reported by Goldsmith, would continue during the 1960's. The 1950-
58 percen~ages were calculated, projected forward, and applied to 
total holdmgs, as calculated for other sectors (Table II -18) . 

Table II-18 

Estimated Value of Land Held by Institutions, United States, 1952-68 

Non-profit Institutions as Percentage Total Value 
Year of Non-institutional Total (millions of dollars)' 

1952 3.24 6,300 

1953 3.45 7,277 
1954 3.50 7,911 

1955 3.55 9,084 
1956 3.57 10,263 
1957 3.53 11,224 
1958 3.56 12,455 
1959 3.62 13,935 

1960 3.67 14,883 
1961 3.73 16,390 
1962 3.78 17,802 
r963 3.84 19,387 
1964 3.89 21,083 

1965 3.95 22,928 
1966 4.00 24,842 
1967 4.08 26,930 
1968 4.10 28,612 
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(6) Household property. 
A. One-to-four family re8identialland. The major part of residen

tial property is owned by households for their own use, rather than 
as an investment. This, of course, is particularly true of single-family 
structures. Most multi-family structures, which are an increasing part 
of the inventory, are owned by investors, who report to IRS III the 
same way as other types of property-holders, either as corporations 
Or as proprietors or partnerships. The value of the land on which they 
are built, therefore, is in01uded in either the nonfarm corporations or 
unincorporated business sector. Owner-occupants may report property 
tax payments and mortgage interest payments, but they have no rea
son to report either the total value, or Land and structure values, of 
their homes to IRS or to any agency other than the U.S. Census 
Bureau, once a decade. The decennial housing census includes estimates 
of value of single-family owner-occupied structures, and of average 
value of units in other classes of residential structures, so that 'an esti
mate of total worth of the residential stock can be developed for 1960 
Comparable figures do not exist for 1950, when data were published 
only for mortgaged structures. 

Consequently, for estimates of residential land values, reliance must 
be placed either on the Census of Governments assessment data or on 
a perpetual inventory-which is obviously preferable for annual esti
mates. In order to utilize this method, attention was focused on the 
rate of depreciation and on the land-structure value ratio, particu
larly for single-family structures. 

In The National Wealth, Goldsmith assumed an eighty-year life 
with straight-line depreciation, or 1.25 percent a year. This is some
what lower than the compound rate of 2 percent used by Grebler 
et al. to approximate a straight-line 1.4 percent rate.24 In developing 

2. Leo Grebler et al., Oapital Formation in Residential Real Jilstate (Princeton: Princeton 
University Press, 1956), p. 381. 
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his formula, Grebler and his colleagues made use of an FHA study 
which showed .an annual average 'linear rate of depreciation of 1.2 
percent. They also allowed for demolitions at a variable rate for each 
deoade; that for 1940-53 was estimated at .12 percent annually of the 
structural value of the stock at the beginning of the year. Goldsmith's 
depreciation estimate is gross, including demolitions. 

In the face of differences between the housing market in 1952-68 
and that of the earlier period, FHA records were examined for cur
rent valuations of older single-family structures. The records actually 
available were the error print-outs for all appraisals of single-family 
homes for which application had been made for mortgage insurance 
in the last five months of 1968, constituting 2,191 usable records. The 
entire record for the property is printed, with a notation of the column 
in which the error occurred. This cannot be considered a random 
sample, but there is no reason to suppose that a systematic bias is 
introduced. Entries for w1hich an error occurred in any of the items rel
evant to this study were, of course, excluded. 

The reported sale price, the estimated site value, and the estimated 
replacement cost were taken for all transactions, classified by year of 
construction. The transactions were further classified by the four ma
jor geographical regions of the country, but no differences emerged 
and the final results were ana1yzed only for the country as a whole. 
Site value was subtracted from both sale price and replacement cost 
estimates, and the difference between sale price and replacement cost 
calculated for each time-class, to obtain the average lo~s of value of 
the structures independent of changes in site values (Table II-19). 
A regression of loss of value against years produced an estimated 
straight-line annual depreciation rate of 0.6 percent, about half of 
that shown in the earlier study. 
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Table II-19 

Rasidentia1 Depreciation Rates as Estimated by the Loss 
in Value Reflected in the Difference between Sales 
Price ana Replacement Cost Taken as a Parcent of 

Replacement Cost, by Date of Construction for 
Single-family Structures Submitted for FI!Jl. 

Mortqage Insurance in Last Quarter, 1960 

Date of Construction Percent ---
1967 7.0 
1966 8.5 
1%5 10.3 

1964 16.6 
1963 11.2 
1962 11.6 
1961 16.2 
1960 14.5 

1959 12.0 
195R 16.6 
1956-57 14.8 
1954-55 15.8 
1952-53 17.7 

1950-51 19.1 
1948-49 18.3 
1946-47 21.8 
1941-45 21.0 
1936-40 27.2 

1931-35 32.3 
1926-30 30.0 
19H-25 42.4 
1901-15 42.5 

Before 1901 57.0 
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The withdrawal rate, however, seems to have increased. Such a find
ing is consistent with the increase in demolitions resulting from urban 
renewal and highway programs in the last two decades, and from 'an 
ltpparent acceleration m the so-called filtration process, marked most 
vIvidly by a growing volume of abandoned structures. The report on 
components of change in the housing stock, 1950 to 1960, showed a loss 
of 3,716,000 units, or 8 percent of the total 1950 stock of 46,137,000.25 

An examination of the size, condition, and value in 1950 shows that 
the withdrawn units were smaller, in worse condition, and of lower 
value than the units remaining in the stock. For owner-occupied units, 
the median value of the wi,thdrawn units was about two-thirds of those 
remaining, and rental values showed the same proportion. The esti
mated 8 percent loss in numbers is thus equivalent to an approximately 
5.3 percent loss in value. In 'annual terms, this results in an estimated 
decline of 0.5 percent, for a total decrease from depreciation and with
drawal of 1.1 per year. This rate was applied to the perpetual inven
tory of residential structures developed in the study and described in 
Appendix 1. 

To determine the estimated value of the land, land-structure ratios 
were applied to the structural values developed by the perpetual in
ventory, with a combined depreciation and withdrawal rrute of 1.1 
percent. Computationally, the ratios used are essentially the site-to
value proportions reported for existing single-family housing with 
FHA-msured mortgages, but reduced in each year by one percentage 
point. 

Structures covered by FHA mortgages are not representative of the 
whole range of houses in the country. Site-structure ratios from two 
other sources were compared with them. First, in conneotion with its 
efforts to develop a construction cost index, the Census of Housing has 
prepared a site-to-value estimate for new houses in 1968. Second, on 
req.uest, the Mortgage Guarantee Insurance Corporrution examined the 
estImated site-to-value I!'rutios for a random sample of mortgages it 
had insured in 1968, covl~ring both new and existing structures (Table 
II-20). For new structures, the Census of Housing and MGIC figures 
were very close, while the FHA figures for the latest available data was 
over a percentage point higher. For existing housing~again, the lat
est available FHA data-FHA was a percentage point higher than 
MGIC. The trend has been toward a higher ratio so It is probable that, 
were 1968 figures available, the discrepancy would be greater. More
over, the ratio of new housing is lower than that for existing ones, and 
though new housing is only a small componellt of- the total housing 
supply in anyone year, it would tend to lower the overaJl ratio to 
some degree. Inclusion of 2-to-4 unit structures also tends to lower 
the ratio. In view of these considerations, the trends shown by the 
FHA ratios were accepted, but at the slightly lower level. 

2. Census of Housing, 1960, Oomponent8 0/ Inventory Ohange, Vol. IV, part lA, Table 3, 
liP. 46-47. 



356 

Table II-20 

Average Sitc-to-Total Value Ratios for Single-Family Structures 
United States, 1966 and 1968 

A. New Construction 

Source of Estimate Year Ratio 
(Percent) 

FHA 1966 19.6 
Census of Housing 1968 18.1 
MGIC 1968 17.9 

B. Existing Housing 

Source of Es tima te Year Ratio 

FHA 1966 21.2 
MGIC 1968 20.2 
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The value of land so estimated has been ascribed to the household 
sector (Table II-21). The proportion of structures containing one-to
four units that are owned by business enterprises is very small. Their 
value has already been included in the estimate of business holdings. 
This double-counting, however, serves as an offset to hmd underlying 
multiunit buildings owned by individuals (not included among part
nerships nor sole proprietorships), for which no estimate has been 
made. 

B. Vacant lots. The valuations placed upon vacant lots in the Cen
sus of Governments reports have been accepted here, with linear inter
polation for intermediate years. These values have been included 
with those of land underlying I-to-4 family structures in the house
hold sector. The same problem of double-counting of business hold
ings exists here as in the case of residential land. The extent to which 
such land is, in fact, owned by businesses rather than by individuals 
is another unanswered question in land economics; such indications 
as there are lead to the conclusion that, in general, the proportion is 
not large. 
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Table II-21 

Estimated Value of Land Held by Households. United Stutes. 1952-68 
(millions of dollars) .. 

Underlying 1-to-4 
Year Total Fumil:{ Structures Vacant Lots Acreages 

1952 58.969 36,140 15.949 6.080 
1953 66.125 39.147 17.068 9.910 
1954 74.849 43.535 18,374 12·,940 

1955 88.994 52.271 19,773 16.950 
1956 101,296 61.096 21,200 . 19,000 
1957 112,106 67,326 22,730 22,050 
1950 124.282 74,972 24,260 25.050 
1959 141,579 07,669 25,810 28.100 

1960 149.372 90,922 27,350 31.100 
1961 161, 925 98.835 28,940 34.150 
1962 172.899 109,569 30,430 32,900 
1963 104,843 119,323 33,070 31,650 
1964 1.97,990 130,230 37,310 30,450 

1965 212.651 142.701 40,750 29,200 
1966 224,494 152.344 44.200 27,950 
1967 237,694 163,351 47,643 26.700 
1968 250.894 174.358 51,087 25,450 
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c. Acreage.-There is one remaining type of land which is not re
ported and whose dimension is difficult to estimate. This is the value of 
acreage owned by individuals and, hence, not included in any of the 
other classes of holders. It encompasses recreational land owned by 
individuals, rather than by business concerns; abandoned farmland 
not put to other busine....c:s or residential use; and any investment by in
dividuals not classified as proprietors, in land wIthin or outside of 
urban areas, which has not been legally subdivided and, hence, in
cluded as lots in the Census of Governments assessment data. Except 
for ground in areas undergoing development, where prices may in
crease sharply prior to platting, land in this class would have a low 
acreage price, and would be of greater importance in estimates of acre
age than of value. 

The difference between the Census of Governments estimate for 
acreage and farms, and that of the Department of Agriculture for 
farmland, ranges from $30 billion in 1956 to $68 billion in 1961 and 
then drops to $56 billion in 1966 (Table II-22). These amounts would 
seem to be the maximum values of nonfarm acreage that have been 
omitted from the estimate. In fact, the omission cannot be this high, 
since much of the land classified as acreage is owned by business orga
nizations and institutions, or is the site for second homes, whose struc
tural value is included in the perpetual inventory. For purposes of this 
estimate, the amount of difference has been interr.olated on a straight 
line between the years for which data are avaIlable. For 1967 and 
1968 the 1961-68 trend was continued. For 1952 to 1956, it was assumed 
that prices of acreage had increased at the same rate as the suburban 
price index; that the greater increase in value of acreage from 1956 to 
1961 over that shown by the index was the result of increased amounts 
of land; and that land was added to the inventory from 1952 to 1956 
at the same rate as in the next five-year period, 1952-56. The change in 
valuation of acreage was divided equally among the four years. It was 
then assumed that half the calculated amounts were attributable to the 
household sector. 



Year 

1952 
1953 
1954 

1955 
1956 
1957 
1958 
1959 

1960 
1961 
1962 
1963 
1964 

1965 
1966 
1967 
1968 
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Table II-22 

Estimate of Valt.:e of Acreage Heltl by Household Sector, 
United States, 1952-19G8 

(billions of dollars) 

Value Value of Household Share 
of farmland Farms and l\creage Value of Acre(j~le of Acreage Value 

(1) (2) (3) (4) 

69.2 13.2 6.6 
17.4 8.7 
21. 6 10.8 

25.8 12.9 
81. 9 111. 9 30.0 15.0 

37.7 18.9 
45.3 22.7 
53.0 26.5 

60.6 30.3 
107.2 175.5 68.3 34.2 

65.8 32.9 
63.3 31.7 
60.9 30.5 

58.4 29.2 
146.6 202.5 55.9 28.0 

53.4 26.7 
50.9 25.5 

SOU RCI:: Col. 1 Ta ble 1, Col. 5. 
Col. 2 195G and 1966: Allan Manvel, "Trends in the Value of Real 

I:state and Land, 1956 to 19G6'; Table 1, p. 6: 1961: Taxable 
Property Vu]ucs, Census of Governments, 1962, Table 9, 
p. 41. 

Col. 3 1956, 1%1, and 1966, Col 3 -Col. 1. Other years by 
extwpolLltion or lnterpolation. 

Col. 4 50 percent of Col. 3. Sec text. 



ApPENDIX III 

ESTI1\[ATES OF BALANCE SHEETS AND INCOME STATE1\IENTS OF 

FOUNDATIONS AND COLLEGES AND UNIVERSITIES 

(Ralph L. Nelson, Queens College, City University of New York) 

FOUNDATIONS 

a. Type8 of Foundations Included 
The series relate to foundations that meet F. Emerson Andrews' 

definition, contained in The Foundation Directory, of "a non-govern
mental, non-profit organization having a principal fund of its own, 
managed by its own trustees or directors, and established to maintain 
or aid social, educational, charitable, religious or other activities serv
ing the common welfare." 

Not included, therefore, are a number of other kinds of philan
thropic agencies though they may conta.in the term "foundation" in 
their names. Many are fund raising organizations, distributing their 
receipts to health and welfare agencies. Others operate institutions 
such as hospitals, schools, and research institutes. Neither these nor 
other types hold large endowments or emphasize the making of grants 
in their programs. 

Also excluded from this series are foundations organized to conduct 
programs of corporation giving, the so-called company-sponsored 
foundations. Despite assets on the order of $1.4 billion in 1968, most of 
these foundations serve as reservoirs whose purpose is to smooth cor
porate contributions flows. Relatively few of them have achieved the 
status of being fully or even substantially endowed. 

The series thus includes foundations established by individuals and 
families, many of which are full endowed. Others are still in the process 
of forming and developing, serving in part as conduits for personal 
giving. and awaiting the large endowment transfers that commonly 
take place on the death of the founder. Also included are commlmity 
foundations. whose endowment is typically built through small and 
medium size gifts and bequests from many individuals. 
b. Source8 of Data and E8timation Procedure8 

Estimates of total income, outlays and a~sets were based primarily 
on data presented in the three editions of Tlw Foul1dation Directory 
and the Treasurll Depa1'tment Report on Private Foundations. The 
Directory provide<l benchmark data for the years centering about 1956, 
1960, and 1965, while the Treasury Depal'tment Report nrovided totals 
for 1962. The first two editions of the Directory provided asset data 
for many foundations in ledger value only, which must be kept in mind 
when comparing them with market value estimates based on cumula
tive additions to endowment, adjusted by security price indexes. For 

(361) 
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1962 and 1965, the benchmark totals were expressed in market values, 
so less ambiguous comparisons are possible. ' 

The year 1962 was taken as the base year in developing this series. 
This was because the Treasury Department survey of some 6,000 foun
dations provided market value data for a larger list of foundations 
than any other compilation. Moreover, the data for all foundations re
lated to the same year whereas in The Fowndation Di1'eot01'Y the assets 
of listed foundations may have been for any of several years. In com
piling the Directory, the objective was to present the most recent in
formation, insofar as this was feasible; therefore the data for a given 
foundation may have related to any of three or four years. 

The Treasury Department estimate, adjusted to exclude company
sponsored foundations, indicated the total 1962 market value for thp· 
assets of all foundations to be $15,085 million. ",\Vorking forward and 
backward in time from this point, estimates were made of annual 
additions to assets, in current dollars, resulting from new endowments. 
Adjusting for these additions, we were able to provide totals for suc
cessively later or earlier years. The cumulative total was, of course, 
adjusted for changes in securities price levels before continuing the 
series. 

The price index employed for stock prices was the Standard and 
Poor's 500-stock index. For bonds, it was the corporate AAA market 
value index. In both cases 1962 was taken as 100. Stocks were given lJ, 

weight of 0.75, bonds a weight of 0.25. 
The estimates of the annual increase in foundation assets, resulting 

from factors other than security price changes, were based on data on 
receipts and outlays of foundations. Here the Treasury Report, Edi
tion 3 of The Foundation Di1'eotory, and the several Patman revorts 1 

provided information on receipts of gifts and contributions, on mvest
ment income and on outlays for grants and administrative and project 
expenses. 

For the 1960-1965 period, comprehensive tabulations appeared with 
sufficient frequency to require relatively little interpolation. Before 

1 Tam Ellleinpt Foundation and Ollaritable Tru8t8: 7'lIci .. Impact on Ollr Economy, Select 
Committee on Smal1 Business, House of Representatives. Washington, D.C., December 31, 
1962; December 21, 1966; March 26, 1968; and June 30, 1969. 
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1960, the problem was more complicated. To develop the annual growth 
in assets from endowment gifts required a rather detailed examination 
of the time l)attern in the establishment of new foundations and of the 
dates on which transfers were made; the latter usually coming some 
time after foundations were initially established. Fortunately, much 
of this kind of estimation had already been done in preparing The 
Investment Polioies of Foundations. 2 With some rudi mentary inter
polation, it was possible to develop a tolerably defeltsible series on 
annual increments to endowment for the period 1953-60. Estimates of 
annual increments for the period since 1965 are based on extrapolations 
of the several receipts and outlays series. A relatively orderly pattern 
of growth for each series was assumed. There is no way, however, of 
determining whether the assumption led to accurate estimates. 

Comparison of benchmark totals with the series d· ,'eloped by the 
procedures described above was possible for the 1956-.·2,1960-62, and 
1964-65 periods, since comprehensive data were presented in the three 
editions of The F07mdation Direotory. As mentioned above, the pres
ence of ledger value data and the spread of several yeo .. rs in asset data 
given in each edition of the Directory makes direct a.\d precise com
parisons impossible. However the rough comparisons, allowing for the 
effects of these statistical biases, suggest that the estimates probably 
come close to actual market values. 

Having developed the annual series on total market value of founda
tion assets (see Table A III -1), the next step was to estimate the 
composition of total assets by type, in as much detail as possible. Here 
the several Patman reports proved valuable. They contained detailed 
asset breakdowns for groups of 534 to 647 foundations, including most 
of the largest foundations. The Patman totals accounted for between 
two-thirds and three-fourths of total estimated assets of all founda
tions. The Treasury Department Report also provided asset break
downs. The two sources thus provided direct data for the years 1960, 
1962 and 1967. 

• Ralph L. Nelson, The Investment Policie8 01 Foundation8, Russell Sage Foundation, 
1967. 

53-940 0 - 71 - pt. 6 - 24 
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TABLE AllI-I 

ANNUAL INCO.~E STATEMENTS OF FOUNDATIONS, 195~-68 

($ Millions) 

Gifts & Net Increase 
Cnotribu- Administra- in Assets 

Investment tions Totsl tion & ProJ~ct Totsl (currcll't 
Year Income Received Receipts Expenses Grants Out lays dollars) 

1968 1.040 1,300 2,340 270 1,670 1,890 4'0 

1967 960 1,215 2,175 205 1,520 1,725 450 

1966 880 1,135 2,015 195 1,370 1,565 450 

1965 805 1,043 1.898 184 1,220 1,404 494 

1965 740 95~ . 1,692 170 1,060 1,230 462 

1963 670 793 1,463 149 905 1,054 409 

1962 601 729 1,330 135 803 938 312 

1961 593 567 1,160 130 637 767 393 

1960 562 525 1,087 120 557 677 410 

1959 518 486 1,004 110 477 587 417 

1958 467 447 914 100 448 548 356 

1957 423 408 831 90 740 830 

1956 372 369 741 80 599 679 62 

1955 328 330 658 70 283 353 305 

1954 277 291 568 60 219 279 289 

1953 228 252 480 50 164 214 266 



365 

A5set breakdowns were much more sparse for the period before 
1960. Eight foundations could be found that provided market value 
breakdowns for the years 1954 and 1958. These, then, were used as 
"benchmark ,rears" and provided the means for interpolation of per
centage distrIbutions. 

For the whole 1953-68 period interpolations were made of the per
centage distributions of assets as indicated by the available direct 
data. The interpolation process was guided by such factors as year-to
year movements in stock and debt prices. This meant that the effect of 
such changes was in a rough way lllcorporated into the interpolation. 
Having developed an annual series on the percentage distribution of 
assets (shown in Table A III -2), it was applied to the estimated totals 
to provide dollar values for each type of asset. The final series (shown 
in Table A III -3), therefore, presents estimates of the market value, 
in current donars, of the several types of foundation assets. 

COLLEGES AND UNIVERSITIES 

a. Ooverage of Oollege8 and Unimersitie8 
The series applies to all colleges and universities in the United 

States, including both privately and publicly controlled institutions. 
In compiling the data, separate tabulations were made for private 
and public institutions and these were combined for purposes of sum
mary totals. The pattern df receipts and outlays differed between the 
two types of institutions. As would be expected, government support 
was more importn,nt in public institutions and private tuition and 
philanthropic receipts were more important in private institutions. The 
aggregate series does not separate the two types of il1Jstitutions, nor does 
it provide breakdowns of receipts by source and objective. 



TABLE AIlI- 2 

Distribution of Foundation Assets, 1953-68 

(percent) 

r __ 1953 .1954 1955_ 1956 1957 1958 19-<;9 1960 1961 1qfi? 

Cash 1.0 1.0 0.9 0.8 0.7 0.6 0.8 1.3 1.2 2.6 

AIR & N/RIlI 1.3 1.2 1.4 1.3 1.,4 1.2 1.4 1.4 1.4 1.4 

Gov't Obligations 
U.S. 20.6 19.4 16.4 15.2 15.2 10.8 10.6 10.4 8.8 7.8 
State & local 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.2 0.2 0.2 

Corporate bonds 7.8 7.3 6.4 7.6 9.6 10.0 9.4 14·3 11.2 16.0 

Mortgages 0.6 0.6 0.6 0.6 0.6 0.6 0.6 0.7 0.8 0.9 

Corporate stock 67.2 69.2 72.8 72.7 70.6 
I 

75.1 75.0 71.6 72.3 61..7 

Other investments 0.5 0.4 0.4 0.7 0.8 0.6 0.6 0.9 1.2 3.6 

Tangible assets 0.4 0.4 0.5 0.5 0.5 0.5 1.0 2.7 2.2 1.9 

Other assets 0.5 0.4 0.5 0.5 0.5 0.5 0.5 0.5 0.7 0.9 

Total 100.0 1100.0 100.0 1100.0 100.0 100.0 100.0 100.0 100.0 100.0 

!I AIR is accounts receivable: N/R is notes receivable 

10"~ 10"', 10/,;" 

2.2 1.6 1.3 

1.4 1." 1.4 

7.3 6.8 6.4 
0.2 0.2 0.2 

1':'.6 13.2 11.3 

0.8 0.7 0.7 

67.5 70.3 73.2 

3.4 3.2 3.0 

1.8 1.8 1.8 

0.8 0.8 0.7 

1,)0.0 DO.O 100.0 

10(,/,; I,n,-, 

1.2 1.0 

1.3 1.4 

6.8 5.3 
0.2 0.6 

13.7 11.7 

0.6 0.5 

70.7 72.4 

3.1 4.7 

1.7 1.8 

0.7 0.6 

100.0 00.0 

In'o 

1.0 

1.4 

4.9 

I 
0.6 

9.1 

0.5 

75.4 

4.8 

1.7 

0.6 

100.0 

C..:l 
0') 
0') 



1953 1954 1955 

Cash 68 80 86 

AIR & N/R~I 88 96 133 

Govt obl1gations 
U.S 1,401 1,544 1,558 
State & local 7 8 10 

Corporate bonds 530 581 608 

Mortgages 41 48 57 

Corporate stock 4,569 5,508 6,916 

Other ~nvestments 34 32 38 

Tangible assets 27 32 48 

Other assets 34 32 48 

Total 6,799 7,961 9,502 

TABLE Alll-3 

Assets Of Foundationb, 1953-68 
($ mi 11ions) 

1956 1957 1958 1959 1960 

83 68 63 99 163 

134 138 126 173 175 

1,570 1,484 1,130 1,313 1,302 
10 10 10 I? 25 

785 937 1,046 1,164 1,289 

62 59 63 74 88 

7,510 6,894 7,855 9,287 8,904 

72 78 63 74 11:1 

52 49 52 124 338 

52 49 52 62 63 

10,330 9,766 10,460 12,383 12,520 

~I AIR is accounts receivable: N/R is notes r"ceivable 

I 
1961 1962 1963 1964 

176 392 35 299 

206 211 22 261 

1,293 1,177 1,181 1,269 
29 30 32 37 

1,646 2,414 2,362 2,464 

118 136 129 131 

10,623 9,760 10,922 13,124 

1"'6 543 550 597 

323 287 29J. 336 

103 136 129 149 

14,693 15,086 16,179 18,667 

1965 1966 

265 240 

285 260 

1,305 1,359 
41 40 

2,304 2,737 

143 120 

14,924 14,127 

612 619 

367 340 

143 1~0 

20,389 19,982 

1967 

216 

302 

1,144 
1,9 

2,524 

108 

5,621 

1,014 

388 

129 

1,575 

1968 

232 

324 

1,IJ 
13 

2,10 

11 

17,47 

I,ll 

39 

13 

23,17 

-

5 
q 

C;j 
9 0) 

---l 

6 

2 

4 

9 
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o. Sources of Data and Estimation Procedures 
The basic source for the income statement data was the Biennial 

Survey of Higher Education for the period 1951-52 through 1963-64. 
Beginning in 1965-66, the Surveys have been taken annually, and the 
design of the questionnaire has been changed. Thus data for 1965-66 
and 1966-67 (the latest year available) are not wholly comparable to 
those for earlier years. The differences, however, are minor and do 
not materially affect the continuity of the series. 

As reClnested in the questionnaire, and presented in the statistical 
summaries by the Office of Education, the receipts and expenditures 
data are not organized as corJ?orate income statemen t and balance sheet 
data are orgamzed. EmphasIs is on the source of moneys by type and 
objective, and likewise on the expenditure. Double counting occurs in 
places, and certain categories of receipts and expenditures are omitted. 
Fortunately, the double counting and omissions accolmt for relatively 
minor parts of the totals. . 

Given the characteristics of the data, it was necessary to develop a 
systematic set of accounting categories into which the data could be 
put and which would lead to the development of an aggregate income 
statement. The test of the success with which the several receipts and 
expenditure categories were extracted from the Office of Education 
tabulations, and cast into income statement form, is reflected in the 
residual. As shown in Table A 1II-4, the residual, for most years, was 
gratifyingly small relative to the magnitudes of receipts and expend
ItUres. 



TABLE AIIl-4 
Annual Income Statements of Colleges and Universities, Calendar Years 1953-66 

($ millions) 

Total Total Expenditures New Funds Net Change Interest "Cash Flow" Net 
Rec~epts, Expenditures on Land in in on Deficit before Increase in 

All for Current Buildings Endowment :Jnexpended External Financial External 
Year Sources Operations & Equipment Plant ~unds D,bt Transfers Debt 

1966 15,930 13,160 3,391 526 (137) 274 (1254) 1,220 

1965 14,119 11,457 2,835 "71 171 205 (1020 ) 962 

1964 12,258 9,722 2,432 43& 194 162 (690) 644 

1963 10,690 8,368 2,313 404 122 132 (649) 654 

1962 9,415 7,395 1,988 360 119 105 (552) 56l 

1961 8,286 1\,535 1,606 332 112 86 (85) 386 

1960 7,301 5,739 1,415 318 53 72 (296) 337 

1959 6,517 5,200 1,213 304 38 59 (297) 253 

19';8 5,932 4,633 1,136 280 87 45 (249) 248 

1957 5,637 4,128 1,155 382 171 34 (233) 241 

1956 4,968 3,639 965 379 111 25 (151) 171 

1955 4,072 3,248 700 214 39 19 (148) 128 

1954 3,613 2,956 624 156 14 15 (152) 104 

1953 3,271 2,703 I 501 137 10 13 (93) 60 

Note: Numbers in parentheses have negative values. 

Trans-
fers 
from En-
dowment 

ill 

62 

44 

29 

19 

16 

21 

20 

13 

3 

( 10) 

11 

23 

17 

Residual 
(Implied) 
Change in 

Cash Sal. 

47 

4 

(2) 

34 

30 

17 

62 

(24) 

12 

11 

10 

(9 ) 

(25) 

(16) 

~ 
0;, 
to 
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The basic estimates of income statement categories were based on 
academic fiscal year data, as provided to the Office of Education. All 
of the summary income statements were on a July 1-June 30 basis. In 
the period 19511-52 through 1965-66, where data were available only 
every other year, liner interpolations provided the estimates for the 
missing years. The only exception to this procedure was in the interpo
lation for 1956-57. Here, the effects of a very large Ford Foundation 
grant were included. Part of the grant was reected in the Biennial 
Survey of 1955-5~, and an adjustment was required, prorating the 
grant between 1955-56 and 1956-57. 

Having developed an annual income statement based on fiscal years 
ending on June 30! the next step was to convert the Reries to a calendar 
year basis. This was done by a simple averaging of successive pairs of 
academic (June 30) fiscal year totals. 

Estimates of the financial assets of colleges and universities were 
made by cumulating net 'additions to endowment, beginning with a base 
year (June 30, 1952) estimate of total market value of $3.2 billion. 
This was approximately 6 per cent above the 'book value of assets in 
that year of relative!y low stock prices, and roughly accorded with 
what fragmentary eVIdence one could find on the market-to-book value 
ratio for that year. 

Market 
Book Weight 

Government bonds _____________________________ 0.83 X .20 .166 
Nongovernment bonds __________________________ 0:85 X .20 .170 
Common stocks ________________________________ 1.27 X .51 .648 
Preferred stocks _______________________________ 0.86X .09 .077 

Total ____________________________________________ 1.061 

The $3.2 billion base value was then increased each year, by the addi
tion of new endowments, the accumulated market value up to a given 
year being adjusted for the yearly changes in the level of securities 
prices. Two series were developed for total values of endowment, one 
using the stock price index as the adjustment factor, the other assum
ing that no change in securities prices had taken place, thus serving 
as a rough measure of the nonequity component of the trend. 

Studies by the Boston Fund showed that, in market value, the per
centage of totaJl endowment in equities rose only moderately over the 
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period, from about 53 per cent to about 60 per cent.3 Given the strong 
growth in stock prices, this meant that, to keep the share of equity 
below 60 per cent, a persistent portfolio readjustment out of equities 
and into debt had to have occurred. To roughly capture this process, 
multipliers were selected to adjust the stock-based price totals and 
debt-based price totals. Using these multipliers, in each year adding 
to 1.00, the estimated total assets at market value, broken into two 
categories of debt and equity, were produced. The equity multiplier 
for 1952-53 was .47, rising by a uniform .01 per year to 1966-67. Thus 
the multiplier itself was mdependent of the stock price levels of any 
particular year. The equity-debt breakdown, of course, reflected the 
levels of stock prices as the equity mUltiplier applied to their fluctuat
ing totals. 

The application of the above procedure yielded broad breakdowns 
between debt and equity that agreed 9.uite well with the distribution 
found by the Boston Fund in its studIes covering from 50 to 60 per 
cent of total college and university endowments. Perhaps most grati
fying, the June 30,1967 market value estimate produced by the above 
procedure was $12.0 billion. The first market value data developed by 
the Office of Education survey of all colleges and universities referred 
to that date. It was $11.9 billion. 

Having developed the annual series of total market values, the next 
step was to separate its distribution into more detailed equity and 
debt categories. (These may be seen in Table A III-5.) The distribu
tions were based upon the detailed breakdowns for the institutions 
with the largest endowments, presented in the annual Boston Fund 
surveys. They, however, did not provide a breakdown between corpo
rate and government bond holdings. Two Office of Education studies 
provided such a breakdown for 1948-58 and for 1963, and thus per
mitted separate estimates of the holdings of tl).e two kinds of bonds. 

The following procedures were used to place the endowment series 
on a December 31 basis. First, for all categories of assets other than 
common stock, the average of the June 30 values preceding and fol
lowing the given December 31 was taken as the estimate of the year
end value. This was done on the assumption that market price levels 
for noncommon stock assets moved in a relatively smooth fashion, not 
subject to significant short term fluctuations. 

3 Values for the early 191i0's are from "Collpge and UnIversIty Endowments: A Survey," 
U.S. Office of Education, Circular 579, WashIngton, D.C., 1959. Values for the more 
recent perIod are based on data from annual Issues of The Study of College and Univer8ity 
Endowment Fund8, Boston Fund, 1956-67. 



TABLE AIII-5 

Assets of Colleges and Un1vers1t1es, 1953-67 
($ m111ions) 

1953 1954 1955 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 1966 1967 
Dollar Market Value of Endowments as of June 30 

Cash or equ1valent 40 44 52 52 81 60 47 30 40 102 143 190 288 254 156 

Corporate bonds 584 602 718 979 1,223 1,052 1,217 1,476 1,509 1,745 1,637 1,674 1,847 1,995 2,088 

Government bonds 620 551 458 544 516 751 811 989 1,006 1,157 1,082 1,123 1,239 1,338 1,392 

Preferred stocks 265 254 259 238 238 204 176 177 144 145 125 110 122 127 180 

Common stocks 1,392 1,915 2,573 2,988 2,802 3,568 4,048 3,766 4,955 4,084 4,952 5,833 6,767 5,963 7,020 

Other investments 33 36 43 52 58 72 95 103 144 247 250 351 376 277 240 

Real estate - leased 73 80 95 104 l39 156 189 185 208 238 179 210 243 277 252 

Real estate - operated 60 65 78 98 70 66 68 89 56 102 98 90 88 115 120 
Mortgages 33 36 48 62 133 132 149 185 200 264 197 251 277 334 336 

other 33 36 43 47 52 48 41 44 64 43 72 200 232 242 300 
Total 3,l33 3,619 4,367 5,164 5,312 6,109 6,841 7,044 8,326 8,127 8,735 10,032 11,479 10,922 12,084 C/.j 

PhyS1cal plant & equipmentE/ 7,046 7,560 8,524 8,902 10,126 11,180 12,365 13,588 15,176 16,728 19,079 21,336 23,927 26,917 30,381 ....:r 
External debt n.a. 539 677 795 1,020 1,276 1,515 1,782 2,190 2,553 3,315 3,862 4,603 5,786 7,487 tv 

Market Value as of December 31 
Cash or equlvalent 42 48 52 67 71 54 39 35 71 123 167 239 271 205 
Corporate bonds 593 660 849 1,101 1,l38 1,130 1,347 1,493 1,627 1,691 1,656 1,760 1,921 2,042 
Government bonds 586 505 501 530 634 781 900 998 1,082 1,120 1,163 1,181 1,289 1,365 
Preferred stocks 260 257 249 238 221 190 177 161 145 l35 118 116 125 154 
Common stocks 1,548 2,221 2,815 3,116 2,877 3,824 4,117 4,UU4 4,858 4,424 5,370 6,091 6,887 6,128 
Other investments 35 40 48 55 65 84 99 124 196 249 301 364 327 259 
Real estate - leased 77 88 100 122 148 173 187 197 223 209 195 227 260 265 
Real estate - operated 63 72 88 84 68 67 79 73 79 100 94 89 102 118 
Mortgages 35 42 55 98 l33 141 167 193 232 231 224 264 306 335 
Other 35 40 45 49 50 45 43 54 54 58 136 216 237 271 

Total 3,274 3,973 4,802 5,460 5,405 6,489 7,155 7,332 8,567 8,340 9,424 10,547 11,725 11,142 

E/ Book-value as of June 30 
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For the common stock December 31 market value series, a somewhat 
different procedure was followed. As explained above, the market 
value series was based on accumulations of endowments over academic 
years. A fairly continuous flow of endowment grants over the year 
was assumed, and the stock price index used to adjust the series was 
taken as the average of the twelve monthly averages of weekly indexes 
for the Standard and Poor's 5OO-stock index. The June 30 values of 
common stock holdings, thus estimated, were averaged for pairs of 
successive years to produce preliminary December 31 estimates. 

To produce final December 31 estimates, recognition had to be taken 
of the fluctuating nature of common stock prices. This was done by 
the use of an adjustment factor which was expressed as the ratio 
of the 500-stock index for December 31 of a given year to the "monthly 
average of weekly indexes" used in the initial adjustment for market 
price trends. In this way, the level of the stock market on the last 
day of the year was incorporated into the December 31 asset holdings. 



ApPENDIX IV 

1'1iIE AsSETS OF LABOR UNIONS 

(Leo Troy, Rutgers University) 

1. SOURCES AND METHODS 

The sources of the statistics on union assets and liabilities are the 
financial reports of unions, filed annually with the U.S. Department 
of Labor under provisions of the Labor-Management Reporting and 
Disclosure Act of 1959, and reports published by individual organiza
tions in journals, newspapers and convention proceedings. The latter 
source was used to add the financial reports of organizations not subject 
to the LMRDA of 1959 (primarily unions of government employees) 
and to fill certain gaps in reports filed with the USDL. 

Data are available for 1962-66 and for 1968; 1967 is the average of 
1966 and 1968. The figures were adjusted to compensate for variations 
in the number of unions on the tapes of the Department of Labor. 

All figures on total assets, total liabilities and net assets are the 
sum figure for local unions, intermediate union groups, and regional, 
national, and international unions. 

2. NOTES ON INDIVIDUAL ITEMS IN COMBINED BALANCE SHEET OF 
LABOR UNIONS 

The items shown in Table A IV-I, which should be regarded as 
preliminary, are dated at the end of the year and are defined as 
follows: 

Gash: Includes cash on hand and in banks and other financial 
institutions, such as building and loan associations, savings and 
loan associations and credit unions, as well as in escrow accounts. 
Certificates of deposit are also included. 

U.S. Treasury Seaurities: The value reported is original cost. 
i11 ortgage Investments: The total value shown by the union is 

unrecovered cost. The mortgages were purchased on a block basis 
from banks or similar institutions. Mortgage secured loans made 
by a union are reported under loans receivable. 

(374) 
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Other /'I1IVestments,' This item may be regarded as consisting 
{>rimarily of equity holdings. However, it may also include U.S. 
Government obligations other than Treasury securities, as well 
as State, municipal, and foreign government securities. The value 
reported by the union is at cost. 

Fixed Assets,' Includes land, buildings, automotive equipment 
and office furniture and equipment at fair market value or net 
value, as shown on the unions' books. 

Unclassified Assets,' This is a residual item devised for this 
tabulation because of errors on the original USDL tapes. 

Total Assets,' This is the sum of reported totals. 
Total Liabilitie8: This is the sum of the reported totals. 
Net W o1'th,' This is the arithmetic difference between total assets 

and total liabilities. 



Cash 

U.s. Treasury 

Mortgages 
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Table AIV-l 

Combined Balance Sheet of Labor Unions, 1962-68 

(millions of dollars) 

1962 1963 1964 1965 1966 

(1) (2) (3) (4) ( 5) 

534 615 629 677 755 

securi ties 406 407 379 392 423 

134 147 143 138 144 

Other investments 275 287 324 335 403 

Fixed assets 267 281 302 348 344 

Unclassified assets 155 139 134 135 137 

Total assets 1,772 1,376 1,901 2,025 2,206 

Liabili ties 212 228 241 244 258 

1967 

( 6) 

823 

444 

149 

450 

377 

143 

2,388 

287 

Net Worth 1,559 1,648 1,660 1,781 1,948 2,101 

Source: See text. 

1968 

(7) 

894 

465 

153 

497 

410 

151 

2,570 

317 

2,253 



ApPENDIX V 

THE DISTRIBUTION OF ASSETS AMONG INDIVIDUALS OF DIFFERENT AGE 
AND WEALTH 

(By John Bossons,* University of Toronto and National Bureau of 
Economic Research) 

The purpose of this appendix is to provide estimates of the dis
tribution of the value of different assets over individuals characterized 
by age and gross wealth (total assets). The contributions of this are 
twofold: (1) to J?rovide estimates of the distribution of wealth among 
individuals of dIfferent gross wealth within each of several different 
age classes, thus providing information on the relative importance of 
age as a factor deoormining wealth differentials, and (2) to do so for 
the entire household sectors. Though some estimates of the composition 
of asset portfolios for individuals classified by age and gross wealth 
have been provided in previous studies, these estimates have (through 
being based on estate tax return data) been limited to top wealth
holders.1 

The estimates presented in this appendix are based on data collected 
in the 1963 Survey of Consumer Fmances conducted for the Board of 
Governors of the Federal Reserve System by the Census Bureau.2 The 
survey responses were originally analyzed on a family unit basis; to 
obtain data for individuals, each set of data collected for a family unit 
was divided among family members using data on asset components 
and income shown for individuals within each family. Because a num
ber of assets could not be divided between husband and wife on the 
basis of data collecte,d from respondents, estimaoos were obtained using 
two extreme assumptions and compared with estimates obtained from 
estate tax returns for 1962; the pl'oration basis used (allocating such 
assets exclusively to the husband) was based on the closer conformity 
to estate-tax-based wealth estimates thus obtained. 

·The author Is Indebtl'd to Nahlde Craig, Lee Friedman, and Thad Mlrer for pro
!(rammlng and re~enrch "8sl~t"nce provine!! during the cour8e of this study. and to 
the Board of Governors of the Federal Reserve System for _providing a copy of a tape 
containing the Individual responses to the 1963 Survey of Consumer Finance on which 
the analysis of this appendix Is based. 

1 Recent studies of the distribution of wealth based on estate tax data InclUde Robert 
.T. Lampman. The Share of Top Wealth·lIolrlers in National Wealth. 1922-1956 (Princeton: 
Princeton University Press, 1962) ; James D. Smith, "Income and Wealth of Top Wealth· 
Holders In the United Rtates, 19n5," unpublished Ph.D. dissertation, University of 
Oklahoma, 1966; Internal Revenue Service, Stati8tic8 oj Income-1962, Per80na~ 
Wealth Estimated from. E8tate TMI Return8 (Washington: U.S. Government Printing 
Office, 1967). For a review of previous studies, see Lampman, op. cit., chapter 1. For 
data provided In these studies on the distribution of total assets by a«e and gross wealth 
of decedents, cf. Lampman, op. cit., Table 4R. Estimates of the distribution of assets by 
age and net w~alth are provided In Per80na~ Wealth, op. cit., Tables 11-14. 

, • For n description of the survey, see Dorothy S. Projector and Gertrude S. Weiss, 
SUf'1'CII oj Financial Oharo.cteristics oj Consumers (Washington: Board Df Governors of 
the Federal Reserve System, 1966), especially pages 45-62. 

(377) 
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In subsequent sections, the estimates obtained from analysis of the 
individual responses are presented. The aggregate estimates are com
pared to corresponding estimates obtained from other sources in Sec
tion 1. The distribution of assets, corporate stock, and other portfolio 
components are discussed in the subsequent three sections. 

1. COMPARISON OF AGGREGATE WEAJ.TH ESTIl\IATES J<'ROl\1 DH'FERENT 

SOURCES 

Aggregate assets O\vned by the household sector are shown in Table 
V-I derived from two sources, the flow-of-funds data described in Ap
pendix I of this monograph and estimates obtained by aggregating 
responses to the Survey of Consumer Finance. Both are of the value 
of assets owned by individuals as of the end of 1962. 

As is now well known, a number of assets tend to be systematically -
understated in survey responses.3 This tendency is clear from the com
parison presented in Table V-I, which shows the survey aggregates 
substantially understating the aggregate value -of certain components 
of household wealth, relative to estimates obtained from aggregate 
data. The aggregate value of savings accounts, U.S. government secu
rities, state and local bonds, interests in personal trusts, and interests 
in pension reserves are particularly badly understated. (Certain other 
assets, notably currency and deposits, are understated because of omis
sion on the survey questionnaire; currency held by respondents was 
for example not ascertained in the survey.) 

3 Cf. Robert Ferber, The Reliability of Oonsumer Reports of Financial Assets ana 
Debts, Studies In Consumer Savings, Number 6 (Urbana, Ill. : University of illinois, 1966). 
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TAIlLE V-I 

ALTERl'lATlVE E5TllL\TJ:S OF AGGRJ:GATJ.; VALUe OF 
HOUSEHOLD \,J:ALTIl cmIPONE .. TS, 19b2 

Currency and ileposits 

Savin~s Accounts 

(billions of dollars) 

Estimates Based l':stimates Based 
on 1"10" of l'unds on Survey 

67.6 

204.8 

23.7 

104.1l 

llrokerage Account Credit Balances ---L1. 273.6 ~ 129.1 

U.S. Governr.lellt Securities 

atnte and Local Bonds 

Corporate and Foreign llonds 

TOTAL LIQUID ASSJ:TS 

Stocks 

Hortgnr,es anu Notes 

Life Insurance 

Annuity Interent 

Interest in Personal Trust 

Equity in Non-Corp. Ilusiness 

Principal Residence 

Oth .. r Residence 

Household Goods 

Profit-SI",rinr, Plans 

Pension Reserves 

Estates In Prohate 

Hiscellancous 

TOTAL 1I0USEliOl.lJ ASSETS 

53-940 0 - 71 - pt. 6 - 25 

62.6 

20.0 

-lhQ ~ 

356.2 

32.1 

91.9 

372.6 

.....!!ld 209.3 

290.9 

109.5 

33.3· 

12.7 

-..h2. 51.9 

44.5 

77.4 

1.1 

181.0 

376.9 

..lid 177.3 

4()S".9 

128.3 

172.4 

511.3 652.4 

6.9 

19.3 

11.5 

Difference 
Between 
~1~ 

144.5 

~ 

175.2 

-4.3 

32.0 

118.5 

-652.4 
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Notes for Table V-I: 

The lq63 Federal Reserve ~urvey of Financial Characteristics of Consumers 
included 2557 respondents "ho gave data sufficiently complete to tabulate. 
As part of the Survt'y design, 'each respondent Has given a Hei~ht reflecting 
the number of similar units ("ith respect to income) in the total population. 
These "eights "ere accepted in calculating the above and following tables. 
Further information on the weighting procedure may be found in norothv S. 
Projector and Certrude S. ~Ieiss, Survey of Financial r.haracteristi.cs of 
Consumers (Hashington: Board of r.overnors of the Federal Reserve ~ystem, 1966), 
page 56. 

After reinterviews, there were 556 cases for "'hich somp. informati"n "as misstnp, 
on wealth and/or income. These cast's "ere acceptpd as respondents in the 
Survey becaust' in most cases the missing amounts "'ere judged to con<;titute II 

neglip,ible portion of the Consumer unit's wealth and incoMe. AdjuRtments for 
these items "ere made in the Survey editing and processing procedure, generally 
imputing the "'ean value based on households with similar age and income 
characteristics. Further detail may be found in Pr01ector and Heiss, .!!£.. cit., 
pp. 53-56. 

Though the Survey included information on debt secured by each asset, only 
the gross values I~ere used here, to facilitate comparison "ith "ealth estimates 
based on other sources (such as the Internal Revenue Service Estate Tax Returns). 

For two assets, life insurance and closely-held corporate stock, it was 
necessary to adjust Survey data. To obtain estimates of the equity value of 
life insurance policies, ratios of equity to face value, by age class, "ere 
appUed to the Survey data on face values. These ratios "'ere obtained from 
Internal Revenue Service, Statistics of Income - 1962, Personal Wealth 
(\~ashington: U.S. r.overnment Printing Office, 1967), Table J, pap,e 7R. 

In the case of closely-held corporations, the Survey data on book values of 
businesses in which the family had an active interest were adjusted upward 
by a factor of two, in order more adequately to reflect market values. 

In the case of closely-held corporations and unincorporated businesses, book 
values rather than reported market values were used, reflecting the problems 
observed by Projector and \~eiss, .!!E.' cit. It should be noted that the book 
values of unincorporated businesses included in this and other tables in 
this appendix are estimates of the value of equity in such businesses and 
hence may be negative in individual cases. NeRative values for cnmpnnents 
of this item occur in 3 out of 2557 cases for active partnerships and in 
5 cases for active sole proprietorships. Such negative values reflect the~ 
lack of limited li~bility for o,,~ers of unincorporated businesses. It is 
interesting to note that in only one case out of 2557 was the market value 
of any of these items reported negative. 



381 

The effeot of most response errors under:lying the aggregate under
statement of savings accounts, bonds, and 'beneficial interests is to un
derstate assets of almost all individuals by a relatively small dollar 
ma~itude. That is, a large part of the error is likely to be relatively 
insignifioant in its effect on estimates of the distribution of wealth, 
merely causing the true distribution of wealth to be dispersed around 
a slightly higher median than that estimated from the survey data 
without ma,terially affecting the dispersion of the distribution around 
its median. It will consequently be assumed in this appendix that the 
response bias underlying the understatement of aggregate estimates 
obtained from the survey responses is not of materIal Importance in 
analyzing the distribution of these aggregates over individuals in dif
ferent wealth classes.4 

A number of assets appear to be understated by or omitted in esti
mates of aggregate gross household sector wealth obtained from flow
of-funds data. In particular, corporate and foreign bonds, and a num
ber of miscellaneous assets appear to be more accurately estimated by 
aggregating survey responses than by using flow-of-funds residuals. 

The most serious divergencies between the two ·aggregate estimates 
shown in Table V -1 (other than for real property) arise in the cases 
of unincorporated business equity and of pension reserves. It is pos
sible that the first may in many cases arise from the use of book values 
rather than market values to meaSure the value of interests in unincor
para.ted businesses. The divergence in the case of .pension reserves is 
mdicative of the lack of knowledge among many individuals (partic
ularly younger individuals) of the present value of their future pen
sion rights. 

Two estimates of the distribution of total assets over individuals 
in different wealth classes are summarized in Tables V -2 and V -3. The 
two estimates are based on polar extreme assumptions concerning the 
allocation of assets between husband and wife where no data for such 
allocation is available. In the first case, such assets are allocated ex
clusively to the husband; in the second case, they are split evenly 
between husband and wife. Examining the tables m the hght of the 
estimates presented in Sections 3 and 4 below, it is evident ·that the 

• Re~T1onsp (>rrors taklnj!: the form of ilellberate omIssIons of Important assets Items by 
a respondent to the survey undoubtedly account for some of the aggregate under· 
statement; response errors of thIs form would necessarily aft'ect the dIspersIon' as well 
nR ruei'II'n of thp (1lstrl"utlon of nRBPtR suhip('t to Ruch erro". It Is RS"Umel'! In thIs annendlx 
that such deliberate omIssIons are of second-order Importance compared to the eft'ect of 
wIdespread omIssIon of mInor asset Items. The major assets for whIch this assumption Is 
likely to be Invalid are equIties In unIncorporated busInesses. In closely-held corporntlons, 
or In real estn teo In these cases there may be frequent reporting of Investments on the 
basIs of theIr orIgInal cost rather than their current book or fair market values as well as 
cases of deliberate understatement. 
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allocation of assets is of material importance in those cases where the 
distribution of assets is relatively unequal. 

A comparison with estimates obtained from estate tax returns of the 
survey estimates of total assets allocable to individuals with total as
sets of more than $60,000 is presented in Table V-3. This table indi
cates that, for most assets other than corporate stocks, it would appear 
more accurate to allocate assets of husbands and wives exclusively to 
husbands than to split such assets amonO' spouses. For corporate stocks, 
this would particularly appear to be the case, since estate-tax-based 
estimates of corporate stock are likely to be understated as a result of 
liquidations made in contemplation of death. . 

Comparing Table V-3 with Table V-l, it would appear that most 
of the understatement in the survey responses evident from Table V-l 
is concentrated among individuals with total assets of less than $60,000. 
The estate tax return estimates of liquid assets (cash and bonds) shown 
in Table V -3 are roughly $50 million greater than the corresponding 
estimates obtained from the Survey of Consumer Finances. However, 
much of this understatement is likely to reflect liquidation of corpo
rate stock and of unincorporated business assets to avoid liquidity 
problems at death. It would accordingly seem safe to assume that less 
than one-tenth of the $175 million understatement of liquid assets 
shown in Table V-l is allocable to top wealthholders. 

There is a substantial understatement of equity in unincorporated 
businesses in estimates based on estate tax return data. (Equity in 
unincorporated business is not shown separately in the aggregated 
estate tax return data and is therefore included in "other ltSSets" in 
Tables V-2 and V-3.) Such understatement is undoubtedly due to 
liquidation of interests in such businesses in contemplation of death, 
though mortality losses due to the decedent being a principal in such 
firms may also be a factor. The understatement of this item shown in 
Table V-3 is itself understated by the fact that such assets have been 
measured in terms of book value in the case of the survey responses, 
but are presumably measured at closer to market value on estate tax 
returns. 

Holdings of real estate by individuals with assets of more than 
$60,000 would appear to be significantly understated in survey re
sponses, based on comparing the survey estimates shown in Table V-3 
with the corresponding estate tax-based estimates. It is possible that 
this may be largely due to reporting of values closer to original costs 
than to current market values, the latter presumably being the basis 
for valuation on estate tax returns. 



TallIe V-2 

AGGREGATE VALUE OF COMPONENTS OF ASS~S IN HOUSEHOLD SECTOR FOR INDIVIDUALS 

WITH ASSETS OF LESS THAN $60,000 

Dollar Billion 

Unallocated wealth of husband and wife Unallocated wealth of husband and wife 
allocated entirely to husband split evenly 

$15,000 $30,000 Total $15,000 $30,000 Total 
Below to to Under Below to to Under 

$15,000 $30,000 $60,000 $60,000 $15 000 $30 000 $60 000 $60 000 

Currency, deposits & _ 
savings accounts 37.4 24.4 29.4 91.2 39.8 30.9 23.3 94.0 
U.S. Government 
securities 6.3 5.1 7.5 18.9 6.9 6.7 6.4 20.0 

State and local bonds - - 0.1 0.1 - - 0.2 0.2 

Corporation & foreign 
bonds 0.1 0.9 1.6 2.6 1.1 0.4 1.5 _ 3.0 

Stocks 3.6 10.3 27.0 40.9 9.4 22.4 37.6 69.4 

Mortgages and notes 2.8 3.2 7.9 13.9 4.1 6.7 6.7 17.5 

Life insurance , 
equities 32.5 15.7 12.1 60.3- 41.4 15.0 9.3 65.7 

Real estate 126.6 183.0 130.6 440.2 259.8 143.3 74.9 477.9 

Other 48.0 43.9 64.0 155.9 -79.1 62.1 45.2 186.4 

TOTAL 251.5 286.5 280.2 824.0 441.6 287.5 - 205.1 934.2 

- --- ---

Source: Analysis of individual responses to 1963 Survey of Consumer Finances 

Note: Figures may not add to totals due to roundings. For other notes, see next page. 

&$ 
~ 
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Notes for Table V-2: 

The basic wealth-holdin~ unit for purposes of the Survey con~ists of families 
and unrelated individualR as defined by the Bureau of the Cenqus. It was 
necessary for purposes of this table to decompose the Survey family data 
into individual data. 

All wealth and income components in the survey were recorded in one of three 
ways: a sin~le entry representing the total family wealth; two entries 
re"resentin~ first thp. share of the hushand and wife (H & P) and ~ccond, 
the share of the other family me"lbers (F:-I); three entries, one each for the 
head, spouse, and all OFI!. We may list the components by the way in which 
they "ere recorded. Note a component may appear on more than one list if 
its subcomponents arc recorded in different ways. 

Single entry 

Credit-Brokera~e 

account 
Other Federal 

securities 
State and l..,cal 

bonds 
Corporate and 

foreign bonds 
Stock (all types) 
Hort!\a~es and 

notes (some types) 
Trust assets 
Noncorporate 

business assets 
Principal residence 
Other real estate 
Household goods 
Profit sharin~ plans 
Retirement plans 
Estates in probate 

Double entry 

Income (all times) 

Triole entry 

CheckinR accounts 
Savings deposits 
Federal savin~s honds 
Hort~ages and notes 

(so';'e types) 
Life insurance (face) 
Annuities 

Wealth was allocated in the follo"in~ manner: In all cases wealth to OFM 
was split evenly amon~ all adults other than head and spouse. If there were 
no such adults, om wealth "as split evenly amonp, the children. 

For triple entry cnll1!'0nentR, wealth was assigned as recorded (and OF!'! "as 
split by the above procedures). l~or sin~le entry items, the share to 
husband and wife income from that asset. If no illcome t~as reported, the 
wealth was diyjded evenly among "ealth-holders in th" family (one exception 
to this is "hen there is no t~ife present: the head then receives a double 
share). The share to om t,'as computed as a residual in hoth cases. The H & W 
share "as divided in ttro ways (applicable also to double-elltry itemll); firqt, 
all H [, W wealth "as asstgned to the husband; second, the wealth was evenly 
split between head and "pouse. I~ealth ar.gre~ates were estimated separately 
for each assumption. 

l'or other notes, sec note" to Table V-I. 
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Table V - 3 

COMPARISON OF HOUSEHOLD SURVEY ESTIMATES WITn ESTIMATES OBTAINED 

FROH ESTATE TAX RETURNS, 1962 

(billions of dollars) 

Unallocated'wealth of Unallocated wealth of hus~and and 
husband and wife al10ca- wife split evenly between hu"hanJ 
ted entirely to hushand and wife 

Estimates based 
on estate tax 

Total Assets Assets Total Assets Assets returns for lndi-
from under over from under over I vidual. with Bssets 

survey $60,000 $60,000 survey $60,000 $60,000 over $60,000 

Cash 129.0 91.2 37.7 129.0 94.0 35.1 70.7 

Bonds 51.8 21.6 30.2 51.8 23.2 2R.6 47.9 

Stocks 376.9 40,.9 336.0 376.9 69.4 307.5 325.8 

Mortr,ar.c~ & notes 44.5 13.9 30.6 44.5 17.5 26.8 30.4 

tHe lnsurance 
equity 71.4 60.3 17.1 71.4 65.7 11.6 15.6 

Real estate 594.2 440.2 154.0 594.2 4183.7 nO.5 188.0 

Other assets 323.8 155.9 170.7 323.8 186.4 137.4 73.6 
I 

TOTAl, 11,597.6 824.0 795.6 1,597.6 940.0 657.6 

I 

752.0 

I - -
Notes and sources: Survey estimates are tabulated from individual responses. Estate 

ta:: ~ntim"tes are obtained from Internal Revenue Service, Statis
tic" of Illc01ne - 1967., Personal lIealth Estimates from Esta-t-e-
!E,:' i!cturns (II,Ishin.;,.,n, lISGPO, 1967) 

Figu(cs may not add .0 totals due to rounding. 

Other notes "8 in 'rable V-2 
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2. DIsTRmunoN OF TOTAL ASSETS 

The distribution of total wealth among individuals in different age 
and asset classes is shown in Table V -4. In these and all subsequent 
tables in this appendix, wealth componElnts of husbands and wives 
which were not obtained separately in the survey interviews have been 
allocated exclusively to the husband.5 Allied estimates of the number 
of individuals in different age and wealth classes is presented in 
Table V-5. 

S For a description of the procedurl' used to decompose famUy data Into estimates on an 
Individual basis. see the notes to Table V-2. 
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Table V - 4 

DISTRIBUTION OF HOUSEHOLD ASSETS AMONG INDIVIDUALS 
CLASSIFIED BY AGE AND TOTAL ASSETS, 1962 

ABe of Individual 
Total assets owned Under 

by individuals 25 25 to 34 35 to 44 ',5 to 54 55 to 64 O,'cr All 
64 a..r~ 

A. Total assets owned by all individuals in each class 
(billions of dollars) 

Less than $15,000 15.0 32.6 52.0 63.3 48.0 46.3 257.3 

$15,000 - 30,000 3.5 41.3 62.3 75.1 54.5 49.9 286.5 

30,000 - 60,000 1.1 23.5 55.4 68.5 80.5 51.3 280.2 

60,000 - 100,000 0.9 4.1 21.5 29.8 37.7 45.4 139.3 

100,000 - 200,000 2.6 1.3 40.0 23.4 48.0 21.4 l36.7 

200,000 - 500,000 0.6 8.2 15.2 31.8 44.8 56.9 157.5 

500,000 - 1,000,000 2.1 2.3 15.6 15.1 27.8 38.2 101.0 

Over $1,000,000 --- 25.3 24.8 63.4 60.0 65.5 239.0 

ALL INDIVIDUALS 25.8 138.6 286.7 370.2 401.3 374.9 1,597.6 
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Table V-5 

DISTRIBUTION OF NUMBERS OF INDIVIDUALS CLASSIFIED 
BY AGE AND TOTAL ASSETS, 1962 

------
Total anr.ct': o'.:ned Under All 

hy in,li·Ji,'\I,,] ,. 2S E~":~ -----_._ .. -- ---
A. Numbers of individuals (millions) 

Lca~ thnn ~15,OOO 57.1 22.0 23.1, 21. 7 16.0 14.4 154.6 

$15,000 - 30, or) 0 0.2 1.9 3.0 3.5 2.5 2.3 13.3 

30,000 - 60,000 0.6 1.4 1.7 1.9 1.3 6.8 

60,000 - 100,000 0.1 0.3 0.4 0.5 0.6 1.9 

100,000 - 200,000 0.3 0.2 0.4 0.2 1.0 

200,000 - 500,000 0.1 0.1 0.2 0.2 0.5 

500,000 - 1,000,000 0.1 0.2 

Over $1,000,000 0.1 

ALI. llIlHVI/)I;"',~ 57.3 24.7 28.4 27.5 21.4 19.0 178.4 

B. Percenlage distrihution (percent of grand total) 

I.e~s thml $J <"noo 32.0 12.4 13.1 12.1 8.9 8.1 86.6 

$15,000 - 10,GnO 0.1 1.1 1.7 1.9 1.4 1.3 7.5 

30,000 - (,0,000 0.3 0.8 1.0 1.1 0.7 3.8, 

("),000 - Jfl'1,OOO 0.2 0.2 0.3 0.3 1.0 

1 r,o, ()r)0 - ?(,O,""O 0.2 0.1 0.2 0.1 0.6 

2()O,OOO - son,non 0.1 0.1 0.1 0.3 

500,000 - 1,000,000 0.1 

Ovr:r $1,000,000 0.1 

ALI. l:mIVlm'AI.S 32.1 13.8 15.9 l5.4 12.0 10.7 100.0 

.... - - ~.-- - - "-- -- ' .. __ .-.- ---- -----_._- .. _---.-._-_.-_. -'---
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Table V-5 

Totnl nr:;!:~i..'; o'.lncd Under All 
by !nrlivi':lIuj Co 25 -------------

B. Percentage distribution (pc,-cent of tnt,,1 ,·",,1 th) 

Lt'nc. than $15,000 0.9 2.0 3.3 4.0 3.0 2.9 15.8 

$15,000 - 30,000 0.2 2.6 3.9 4.7 3.4 3.1 17.9 

30,nl')O - 60,000 0.1 1.5 3.5 4:3 5.1 3.2 17.5 

60,000 - ]00,000 0.1 0.3 1.4 1.9 2.4 2.9 8.8 

100,000 - 200,000 0.2 0.1 2.5 1.5 3.0 1.3 8.~ 

200,000 - 500,000 0.5 1.0 2.0 2.8 3.6 9.9 

500,000 - 1,000,000 0.1 0.1 1.0 0.9 1.7 2.4 6.3 

Over ~l,OOO,OOO 1.6 1.6 4.0 3.8 4.1 15:0 

ALI. l::[JIVIDUALS 1.6 8.7 17.9 23.2 25.1 23.5 100.0--

Sources: Tables V-3 to V-19. 
Individual responses to 1963 Federal Reserve Board Survey of Consumer 
Finances. 

Note: Figures may not add to totals due to rounding. 
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The number of individuals with little wealth is pronounced, as is 
implied by the figures shown in Table V-5. Their importance in the 
distribution of wealth is shown in Table V -4. Though more than fi ve
sixths of all individuals had less than $15,000 in total assets, such in
dividuals accounted for less than one-sixth of the total wealth of the 
household sector. Moreover, approximately 20 percent of the wealth 
owned by such individuals was attributable to individuals more than 
64 years old. 

By contrast, individuals with total assets worth more than $200,000 
accounted for virtually one-third of total assets of the household sec
tor, even though comprising only 0.5 percent of the tabulated popu
lation. These individuals were heavily concentrated in higher age 
classes, with individuals more than 54 years old accounting for close 
to 60 percent of total assets held by members of these wealth classes. 

The increasingly unequal distribution of wea.lth as age increases is 
to be expected on several grounds. The principal reason for this result 
is of course that lifetime incomes are distributed unequally (partly 
because of the incidence of bequests), and that human capItal is ig
nored in the assets tabulated m this appendix. 'V ere differences 11l 

human C!tpital the only source of differences in lifetime income, finan
cial wealth would be determined partly by variations in mtes of 
return realized on invested capital but primarily as the integral of 
previous saving. Were consumption a constant fraction of hfetime 
mcome and were current income a constant fraction of lifetime income 
(regardless of age), then average wealth would increase with age the 
distribution of wealth would become more unequal as age; inCl'eased. 
Taking the normal lifetime profile of income into account would 
change this conclusion only marginally. Both variations in rates of 
return on capital and variations m lifetime income on human capitttl 
would result in an increasingly unequal distribution of wealth as age 
increases.6 

6 For /I brief review of sources of Income and wealth differentials, see J. E. Stiglitz, "The 
Distribution of Income and Wealth among Individuals," Econometrtca, 37 (July 1969), 
pages 382-397. 
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To the extent that variations in rates of return on capital are in part 
attributable to rents on scarce types of human capital, we may expect 
the rate of increase of wealth with age to depend in part upon the 
fraction of total assets 'invested in corporate stock (since most of the 
variance in rates of return is attributable to returns on such assets). 

3. DISTRIBUTION OF SHAREHOLDINGS 

The ownership of common and preferred shares is heavily concen
trated among older individuals and among individuals with large 
wealth. The total value of corporate stocks owned by individuals in dif
ferent age and asset classes is shown in the first part of Table V -6; the 
share of household sector ownership of stocks allocable to individuals 
in each age and asset class is shown in the second half of this table. A 
comparison of Table V -6 with Table V -4 provides some interesting 
insights into the extent to which stock ownership is concentrated 
among upper age and asset classes. 

While 72 percent of total assets in the household sector is owned by 
individuals more than 45 years old, 83 percent of corporate stock is 
owned by individuals older than 45. The effect of age becomes more 
pronounced as age increases. For individuals aged 45 to 54, their share 
of the aggregate value of stocks owned by the household sector is 
almost identical to their share of total assets in the household sector. 
Individuals aged 55 to 64 account for 28 percent of corporate stocks 
owned by the household sector and 25 percent of total assets. Indivjd
uals more than 64 years old 'account for 32 percent of the value of the 
stocks owned by all individuals, while accounting for only 23.5 per
cent of total assets. 

Among individuals more than 45 years old, the relative importance 
of corporate stocks rises as total assets of the individual rise. Indi
viduals in this age group with over $200,000 of assets account for 63 
percent of total stock owned by the household sector, while accounting 
for. only 25 percent of total assets. Individuals more than 45 years old 
with assets above $1 million account for more than one-third of total 
corporate stock held by the household sector and for only one-eighth of 
total household-sector wealth. 
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Table V-6 

DISTRIBUTION OF 1l0USEHoLD-otmEn CORPORATE EQUITIES AMONG 
INDIVIDUALS CLASSIFIED BY AGE AND TOTAL ASSETS, 1962 

Totnl lUlsct!l o\lncd Under Over All 
by individll"] ,: 7.5 -_._-------- (,I, or,co 

A. Total amount of corporate equi ties OImed by 
all individuals in each class (billions of dollars) 

I.e::;,; tlwn $J'>.OOf) 0.6 0.5 0.3 
I 

0.7 0.9 0.6 3.6 

$15,OfJO 30,000 0.2 0.8 1.8 1.'3 3.6 2.6 10.3 

30,000 - 60,000 0.1 4.7 3.4 7.0 5.6 6.3 27.0 

60,000 - 100,000 0.5 3.3 2.8 4.3 11.8 6.4 29.1 

100,000 - 200,000 0.4 0.5 11.8 6.5 11.8 7.1 38.1 

200,000 - 500,000 0.1 1.1 4.3 13.8 14.7 35.1 69.2 

500,000 - 1,000,000 1.3 1.7 1.8 6.1 17.8 18.1 46.9 

Over $1,000,000 1.0 19.5 47.0 39.8 45.6 52.8 

ALL INDIVIIJt;ALS 3.2 13.6 45.7 86.7 06.0 21.8 77.0 

B. Percentage distribution (percent of grand total) 

LC!lS th:lIl $1 ~),f)OO 0.2 0.1 0.1 0.2 0.2 0.2 0.9 

$15,000 - 30,000 0.2 0.5 0.4 1.0 0.7 2.7 

30,000 - 60,000 1.2 0.9 1.9 1.5 1.7 7.2 

flO,OOO - 100,000 0.1 0.9 0.7 1.1 3.1 1.7 7.7 

100,000 - ?nrl,OOO 0.1 0.1 3.1 1.7 3.1 1.9 10.1 

200,000 - SOO,O()O 0.3 1.1 3.7 3.9 9.3 18.4 

500,000 - 1,000,000 0.4 0.5 0.5 1.6 4.7 4.8 12.4 

Over $1,000,000 0.3 5.2 12.5 10.5 12.1 40.5 

AU. INlll VI DU/ll.~ 0.9 3.6 12.1 23.0 2R.1 32.3 100.0 

--'--- ---_.- --.. --- ---- -- - . -~,- .-. 
Source: Tnh 1 C'f; V-I 'J and \'. 1'1. 
NOl<': Fi r,Ur('" may not a,ld lo I oUll D due' In rnulldj n}~. 
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The average ratio of the value of corporate stock to the value 
of assets owned by each individual in different age and asset classes is 
shown in Table V-7. Because of the relatively small sample size in 
each one of the cells, it would be erroneous to assign too much weight 
to specific numbers in this table. Moreover, because of the relatively 
small number of large-wealth owners who are young, it is necessary 
to be particularly wary of estimates shown for individuals below 45 
years of age. The relatively high variance in the ratios of traded stock 
to total stock for individuals between 25 and 44 years old with wealth 
greater than $60,000 reflects a predictably high variance in the relative 
lmportance of investments in closely-held companies. In part, this 
variance may be due to the incidence of bequests consisting of interests 
in closely-held companies. In part, the high variance may be due simply 
to the relative infrequency with' which mdividuals less than 45 years 
old become proprietors of successsful new corporations. 

Average ratios of the value of traded stock to the value of total 
stock owned by individuals classified by age and gross wealth are 
shown in Table V -8. 
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Table V - 7 

AVERAGE RATIO OF VALUE OF STOCKS TO TOTAL ASSETS 
FOR INDIVIDUALS CLASSIFIED BY AGE AND SIZE OF TOTAL ASSETS, 1962 

(percentage of total assets) 

-
Age of Individual 

Total assets owned Under Over All 
by individuals 25 25 to 34 35 to 44 45 to 54 55 to 64 64 agee 

Less than $15,000 6.2 1.4 0.6 1.1 1.8 1.3 1.4 

$15,000 - 30,000 4.9 2.0 2.8 1.8 6.7 5.2 3.6 

30,000 - 60,000 11.2 19.8 6.1 10.3 6.9 12.2 9.6 

61),000 - 100,000 62.1 80.2 13.1 14.3 31.3 14.1 20.9 

100,ono - 200,000 14.5 36.9 29.5 27.9 24.5 33.2 27.S 

200,OUO - 500,000 21. 7 13.4 28.5 43.4 32.8 61. 7 43.9 

500,000 - 1,000,000 63.S 74.0 11.2 40.7 64.2 47.5 46.4 

Over $1,000,000 --- 3.S 78.5 74.2 66.3 69.6 63.9 

ALL INDIVIDUALS 16.2 9.7 15.9 23.5 26.4 32.5 23.7 

Source: Tables V -13 to V - 19. 
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TABLE V - 8 

RATIO OF VALUE OF TRADED STOCKS TO TOTAL STOCKS mfflEO BY 
INDIVIDUALS CLASSIFIl:D BY AGI: ANJJ TOTAL ASSI::TS, 1962 

(percentages of total stocks) 

Age of individual 
Total aSGets owned Under 25 35 45 55 OVer All 
by individual 11- .~ ~ ~ !2...ii .2L Ages 

Less than $15,000 100.0 94.2 98.3 99.9 82.6 99.9 94.7 

$15,000 - 30,000 94.5 71.3 69.4 68.7 90.7 92.1 83.1 

30,000 - 60,000 96.2 10.0 34.4 86.8 88.2 84.2 66.7 

60,UUU - 100,000 73.3 100.0 38.3 89.3 94.6 100.0 89.8 

100,00U - 2UO,OOO 100.0 11.9 23.3 67.2 84.7 64.2 58.1 

200,000 - 50U,OOO 99.8 14.3 41.2 35.0 75.8 93.5 73.6 

50U,OOO - l,OOO,UOO 100.0 2.3 65.5 21.7 45.8 71.1 53.1 

OVer $1,000,000 75.5 21.7 23.9 53.5 59.0 42.1 

ALL INIJIVIDUALS 95.2 4£.7 30.0 38.4 66.7 75.4 57.9 

Source: Table9 V-13 to V-19. 

53-940 0 - 71 - pt. 6 - 26 
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4. DISTRIBUTION OF OTHER ASSETS 

Estimates of the different components of wealth owned by indi
viduals in different age and asset classes are shown in Tables V-l3 
through V-lS. (A summary table showing the components of wealth 
for individuals in all age classes combined is presented in Table V-l9.) 
These tables provide substantial detail on the composition of wealth 
in different age and asset classes. 

The relative importance of liquid assets and investments in real 
estate and household durables is shown in Tables V-9 and V-lO. As 
these tables indicate, the importance of both types of assets is highest 
for individuals with small amounts of wealth. As Table V -9 indicates, 
the combined importance of cash and bonds is particularly high for 
individuals over 64 compared with individuals in all wealth classes 
combined in different age classes. In addition, the importance of liquid 
assets is enhanced in higher wealth classes by the importance in such 
classes of investments in state and local bonds; which because of their 
tax-exempt status are attractive to individuals whose marginal tax 
rate is higher than that of the marginal investor in the state and local 
bond market. State and local bonds are a significant fraction of 
liquid assets for individuals with more than $500,000 in total assets. 

The relative importance of real property, shown in the tabulations 
presented in Table V-lO, is particularly high in low wealth classes. 
As wealth increases, the relative importance of real property declines. 
A similar decline in the relative importance of real properly (though 
!lot a precipitous) may be observed as the age of the individual 
mcreases. 
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TABLE V - 9 

RELATIVE I:lPOllTA:-lCE OJ' CASH ANlJ BONlJS A;lOl;G ASSET HOLlJINGS FOR 
INlJIVIDUALS CLASSIFIElJ BY AGE AllD TOTAL ASSETS, 1962 

(percentages of total assets) 

Ase of individual 
Total assets owned Under 25 35 45 55 Over All 
by individual lL- !.!?..2i to 44 to 54 to 64 2.i.- ~ 

Less than $15,000 26.0 11.0 13.6 13.7 18.6 25.1 17.0 

$15,000 - 30,000 3.4 2.9 4.4 9.1 17.5 19.7 10.6 

30,000 - 60,000 3.5 5.1 8.1 11.1 15.0 25.8 13.8 

60,000 - 100,000 5.8 0.9 4.4 11.1 15.8 15.5 12.4 

100,000 - 200,000 29.9 2.1 7.5 5.9 12.0 23.6 11.7 

200,000 - 500,UOO 2.5 1.4 6.8 5.0 4.8 9.0 6.4 

500,000 - 1,000,000 0.2 1.9 0.4 3.5 5.4 13.6 7.3 

Over $1,000,000 1 • .0 3.1 2.9 9.5 13.0 7.2 

ALL INDIVIDUALS 19.1 4.6 7.0 8.6 12.9 17.6 11.3 

Source: Tables V-12 to V-18. 
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TABLE V .,. 10 

IU.LATIVE IHPORTANCE OF REAL PROPERTY MIONG ASSET HOLDINGS 
OF INDIVIilUALS CLASSIFIEil BY AGE ANil TOTAL ASSETS,1962 

(percentages of total assets) 

Age of individual 

Tots1 sssets owned Under 25 35 45 55 Over All 
by individual 1L- to 34 ~ ~ .!2...M .2.L Ages 

Less than $15,000 5.5 61.1 59.2 71.6 57.2 56.5 49.2 

$15,000 - 30,000 77.8 78.4 80.2 71.0 59.6 53.1 68.9 

30,000 - 60,000 O.B bO.9 52.3 49.3 50.7 43.9 50.1 

60,000 - 100,000 8.7 14.0 59.5 39.5 35.4 32.8 38.4 

100,000 - 200,000 53.2 41.7 40.3 27.B 24.1 33.1 

200,000 - 500,000 15.7 35.8 26.4 12.6 11.7 17.4 

500,000 - 1,000,000 3.2 7.1 4.2 24.6 16.9 22.0 17.5 

Over $1,000,000 1.1 4.5 11.3 9.6 8.9 8.4 

ALL INDIVIDUALS 15.5 50.2 51.1 46.7 35.B 31.0 37.2 

Source: Tables V-12 to V-18. 
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Among other assets, the distribution of unincorporated business as
set is particularly interesting. The relative importance of these assets 
in different age and wealth classes is shown in Table V-ll. Such assets 
are of particularly large relative importance for wealth holders with 
assets between $30,000 and $500,000, almost without regard for the age 
of the wealth holder. As a result, the relative importance of unincorpo
rated business assets for all individuals in an age class is almost en
tirely unaffected by age in the top four age classes. (In the bottom two 
age classes, the paucity of individuals with wealth above $60,000 dom
inates the result.) Over all individuals, the relative importance of 
unincorporated business assets is approximately 5 percent for indi
viduals with assets of less than $30,000 or assets of greater than $500,000 
and is approximately between 15 and 20 percent for individuals with 
nssets between $30,000 and $500,000. 

The estimates shown for the relative importance of most other 
variables are relatively low and deserve little comment. The one ex
ception consists of the high values shown for the relative importance 
of equity in life insurance in the low wealth classes, a phenomenon 
which may in part be due to an overstatement of the ratio of life insur
ance equity to life insurance face value for individuals in the bottom 
age classes. The relative importance of bequests as a source of wealth 
is shown by the relative importance of estates in probate compared to 
total nssets for individuals in higher wealth classes who are less than 
35 years old. 
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TABLI: v - 11 

RELATIVE I:i1'ORTAHCI:: OF EQUITY IN UIllNCUI\POIV.TED BUSINESS 
A110NG ASS};T HOLDINGS FOR INDIVIDUALS CLASSIFIl.m BY AGE 

ANI) TOTAL ASSETS, 1%2 

(percentages of total assets) 

Aile of individual 
Total assets olmed Under 25 35 45 5!> Over All 
by individunl 1L- ~ ~ l2..2i £2....§i .2L Biles 

Less than $15,000 21.2 6.4 8.4 1.2 7.3 2.5 5.8 

$15,000 - 30,000 9.3 7.3 3.5 7.4 7.5 15.3 7.9 

30,000 - 60,000 22.5 2.9 23.1 15.8 'l7.2 11.5 15.8 

60,000 - 100,OUO 5.2 11.6 24.9 7.2 30.8 19.1 

100,00U - 200,000 55.5 11.7 4.3 20.0 14.4 14.5 

200,000 - 500,000 45.0 20.1 16.9 35.9 8.1 18.7 

500,000 - 1,000,000 3.2 0.5 26.3 1.3 4.1 6.0 

Over $l,OUO,OOO 0.5 4.5 4.9 3.9 3.5 

ALL INDIVIDUALS 21. 7 4.2 10.4 10.2 13.2 10.8 10.8 

Source: Tables V-13 to V-19. 
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5. ASSET-HOLDING PATTERN FOR INDEPENDENT INDIVIDUALS LESS THAN 

25 YEARS OLD 

In the preceding analysis, all individuals less than 25 years old have 
been aggregated together. In this section, individuals in this a~ group 
who are heads of households or living in independent establIshments 
are segregated out and examined separately. Such individuals account 
for 7.5 million individuals out of the 57.3 million individuals included 
in the under-25. age group. (Most of the remaining 49.8 million in
dividuals are dependent children.) 

Estimated asset-holdings for such individuals are presented in Table 
V-12. By comparing the estimates shown in this table with the results 
of previous analyses reported above, it can be seen that independent in
dividuals under 25 years of age are much more like individuals in 
higher age groups than they are like dependent children in the pattern 
of their asset holdings. Of particular interest is the almost complete 
absence of investments in common stocks and in equity interests in 
unincorporated businesses. 'It may be consequently assumed that the 
magnitude of investments in such assets shown earlier is the result 
of distribution of such equities to dependent children by parents in 
order to avoid estate taxes and to reduce current personal Income taxes 
on income from the business. Since de facto control of such equity in
terests would in most such instances continue to reside in the parents, 
the figures presented on the distribution of asset ownership by age class 
present a biased estimate of the distribution of the control of wealth 
by age class. 

Further data on independent individuals less than 25 years old are 
presented in Table V -20. 



Asset class of 
individual,. ' 

Less than $15,000 

$15,000 - 30~000 

30,000 - 60,000 

60,000 - 100,000 

100,000 -" 200,000 

200,000 - 500,000 

500,OUO - l,90U,OOO 

Over $1,000,000 

ALL INDIVIDUALS 

TABLE V - 12 

ESTIMATED ASSET-HOLDINGS FOR INDIVIDUALS LESS THIIN 25 YEARS OLD 
IN INDEPENDENT HOUSEHOLDS, 1962 

Relative importance of 
Total assets owned by Number of Cash and Corporate Unincorporated Real 
individuals in class individuals bonds' equities businesses property 
(billions of do1lJL~ ___ lmt1~iQns) _ _ (percentages of total assets) 

5.7 7.3 11.9 0.7 0.5 52.9 

3.1 "0.2 2.7 1.7 2.3 88.1 

0.6 0.4 1.3 

0.1 0.6 17 .9 13.2 68.3 

9.5 7.5 8.0 1.2 1.2 61.1 

Source: Individual responses to 1963 Survey of Financial -charactcri'ltics of ConslI:ncr. 

~ 
0 
I>:) 



COMP!ltHNTS J~ WEAL TIl FUR 
All/Na/v/DUALS less than 2S years old. 

Table v-13 

CLASSI flED By .Wt4UH 

(millions of dollars) 
WEALTH CLASSES 
BELOW 15 is TO 30 10 TO 60 40- 100 100-ZOO 2011-500 500-1000 DVR 1000 TOTAL 

CHECII I NG bCCOUNTS . 218.21 33.40 2.12 12.110 0.00 0.79 0.00 0.00 267.26 
SA-VI';GS OlP)SITS 29t:7.52 71.95 7.31 2.33 3H.73 1.01 0.69 0.00 3410.58 
CREOIT SO\UKHAGEACT. 0.00 5.35 0.03 0.14 2.83 1.29 0.00 0.00 ~.bl 

TOTAL CASH ltdS.73 1 J 6.10 10,08 llt.64 350.56 9.11 0.69 0.00 3681.51 

FEOFRAL SAVI NG BONIIS 7)0.64 2.50 0.00 22.19 9.61 (t.oo 0.00 0.00 765.53 
OTIIER FII. SECUR IT IES 0-00 0.00 28.08 0.011 1Z5.19 4.23 0.00 0.00 159.51 
SlATE. LOCAL BONOS 0.00 0.00 0.00 12.64 103.57 0.00 0.00 0.00 56.21 
COPP • • fORGN· RONIIS. 0.00 0.110 0.00 0.03 250.99 0.00 5.06 0.00 2~6,08 

TOTAL BUNOS 730.64 2.50 28.08 35.106 429.36 6.23 5.0b 0.00 1237.33 

TP AOE 0 STl'C~ - 511.78 161.17 1110.92 390.18 371.34 130.91 1322.10 0.00 3015.bO 
CLOSELY HFlU STOCk 0.011 9.35 0.00 142.15 0.00 0.00 0.00 0.00 151.50 
STOCK. TYPE U~AVAIL. 0.00 t 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
INVESTMENT :l1l8S 0.00 0.00 4.58 0.00 0.00 0.27 0.00 0.00 4.86 ~ 

TOTAL STOCkS 571.78 171.12 119.50 532.33 377.34 131.19 1322.10 0.00 3231.96 ~ 

~ORTGAGES A'IO NUTlS q~. 55 8.60 0.00 0.00 0.00 0.00 0,00 0.00 104.15 
Eourrv LIFE I'ISIII>. 5~od. 08 141. Z3 18. JI 0.02 2.33 0.00 0.00 0.00 5529.97 
ANNUl TIES 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
TRUST ASSFTS 631.73 0.00 36.19 155.51 0.00 186.09 284.31 0.00 1293.89 
NONL)RP. 8US. ASSETS 3166.54 328.34 240.49 H.57 14108.72 272.27 67.21 0.00 558b.15 

TOTAL OTHER fIN. 9281.90 478.17 295.00 200.10 1451005 458.37 351.5B 0.00 12516.16 

PR'INCIPAl REsloi:Nce--' 0.00 2363.83 0.110 41.27 0.00 0.00 0.00 0.00 2431.10 
OTHER REAL E STATE 134.46 232.31 0.00 0.00 0.00 0.00 67.29 0.00 434.12 
HOUSEHOLD G)OOS 96B.H 137.89 8.ll 7.21 0.00 0.00 ; .. 0.00 ~.oo 1121.3" 

TOTAL REAL- ..-ROP •. -- 833.68 2134.09 8.11 74."8 
, 

0.00 0.00 41.29 0.00 3986.56 

PROfiT SHARIN~ PLANS 19.59 12.7" 0.00 0.00 0.00 0.00 0.00 0.00 32.33 
~ETIR~MENT PLANS 146.1>7 0.00 0.45 0.00 0.00 0.00 0.00 0.00 147.11 
ESTATES IN PRURATE 0.00 0.00 608.23 0.00 0.00 0.00 325.61 0.00 933.810 

TOTAL MI SC ASSET 11>6.25 12.7" 608.68 0.00 0.00 0.00 325.1>1 0.00 1113.29 

TOTAL ASSETS .15044.90 3515.31 1069."5 857.00 2608.31 40".89 2072.93 0.00 Z5772.81 



CQMPONENTS Of ~F4lTH FUR 
INOIVIDUAlS ailed 25 tn 34 
CLASSlfl~D 8Y ME4Lr~ • 
(millions of dollars) 

Table V;l4 

WEALTH CLASSES , I 

:C HE CK I M. AC: UUNTS 
SAVINGS O~ P:lS ITS 
CREDIT 8ROKERAGE4CT. 

TUlAL CASH 

fEDERAL SAVI NG 81lNOS 
"T~ER FO. SO; C'UR I TI E S 
STATF ~ LOC4C HUNUS 
CORP., • FOP~~. 811NOS 

IUTAL D:JNIlS 

IR AllEn STOCK 
CLtiSE[Y HEl~ STOCK 
STOCK. TYPE UNAVAll. 
INVESTMENT ClUHS 

TOTAL STOCKS 

~ORIGAGES A~O NOTES 
EOUITY LIFE INSUR. 
MmUlllES ' 
TRUST ASSETS 
rmNC:JRP. 8U~., ASSl TS 

IOTAl OTHER FIN. 
" 

PRINCIPAL RESIDENCE 
OTH~R REAL ESTATE 
HOUSEHOLD' ClODS 

BELOW 15 I~ TO 30 30 TO 60 60- 100 lUO-200 200-500 500-1000 OVR 1000 

731.57 
2145.26 

0.00 

2876.83 

640,'94 
0.00 
0.00 

63.05 

704.00 

440.51 
0.01 
0.00 

27.27 

467.8~ 

85.38 
5443.57 

0.00 
';9.10 

2101.37 

1t.19."2 

13386."0 
370. "4 

1>16".09 

273.80 
829.74 

0.02 

11 03. 56 

'94.68 
0.00 
0.00 
0.00 

9".68 

511.51 
226.64 

0.00 
6.30 

,810.45 

565.20 
2941.89 

0.00 
0.00 

3025.3~ 

t.5~2.4t. 

28"85.U8 
1184.14 
2t.d1.17 

274'.07 
839.96 

0.00 

111".03 

8".26 
0,00 
0.00 
4.61 

88.87 

466.88 
4197.26 

0.00 
0.00 

4664.14 

381.53 
1551.81 

0.00 
"36.66 

. 6H.37 

3061. "3 

11854.36 
1307.68 
1149.'17 

28.96 
1.95 
0.00 

36.90 

0.01 
0.00 
0.00 
0.00 

0.01 

3303.72 
0.00 
0.00 
0.00 

3303.72 

69.'45 
131.3" 

0.00 
0.00 
0.00 

200.19 

212.88 
221.59 
141.08 

2.56 
11.02 
0.03 

13.61 

7.62 
0.00 
0.00 
5.08 

,12.70 

56.02 
40~.53 

0.00' 
3.15 

"69.30 

5.03 
34.62 
0.00 
0.00 
0.12 

39.16 

202.11 
461.36 
13.30 

11. ~8 
80.23 
11.89 

109.50 

7.62 
0.00 
0.00 
0.00 

1.62 

156.51 
938.68 

0.00 
0.00 

1095.19 

21.06 
55.95 
0.00 

711.70 
0.00 

194.12 

5102.99 
1081.32 

37.13 

21.17 
12.02 
0.00 

33.19 

10.86 
, O~OO 
O~OO 
0.00 

10.86 

39.21 
1688.52 

0.00 
0.00 

1721.13 

59.10 
11.52 
0.00 

311.66 
-0.00 

394.87 

156.18 
0.00 

10.42 

3.82 
0.12 

2t.."4 

30.98 

0,'27 
89.88 

130.11 
0.14 

221.61 

124.08 
23".64 

0.16 
0.00 

958.88 

15.56 
9.11 
0.00 

23709.86 
. 0.00 

23134.53 

252.37 
29.15 
4.00 

TOUl 

1353.93 
39210.89 

38.37 

5319.20 

846.210 
89.88 

130.71 
73."9 

1140.40 

516".50 
71095."28 

0.110 
31.32 

13"97.26 

1202.91 
10185.87 

0.00 
25230.99 

5818.22 

102431.98 

55112.37 
4255.108 

10206.910 

" TOTAL 'REAL' PRop',--19920.9j 32356.40 '''110311.21 575.55 ----616.77 1282.05 ----1"i,6.60 285.52 109575.02 

PROFIT SHAkING PLANS 
RE.lIRtMENT pt'ANS 
ESTATES IN PR08ATE 

149.46 
''}93.29 

3.24 

84.59 
290.18 

0.00 

TOTAL' 141 SC ASSET' -, 945.99': "315.37 

38.53 
234.61 

0.00 

273.14 

0.00 
0.00 
0.00 

0.00 

48.62 
11.24 
0.00 

18.29 
0.00 

4865.92 

59.86 -- "884.21 

0.00 
0.00 
0.00 

0.00 

0.81 
0.00 

75.13 

15.94 

340.30 
1329.92 
49"4.30 

6101".52 

TOTAL ASSE!S 32595.02 41212.92 23512.82 4116.97 1212.00 el13.2~, __ 2333.85 25301.52 138584.38 

. -- - - -- - ._. --------------------- --- -------------
I,otes and sources: <lS in Table V-13 

~ 

~ 



Table V-lS 
CUMPUNENTS OF wEALTH Fl~ 
INOIVIOVALS AGED _35-_44 
CLASSI~IEU 8Y_wEALJH 
(millions of dollars) 

wEALTH CLASSES 
HelD" 15 15 TO 30 30 TO 60 60- 100 100-200 20~500 500-1000 1)VR 1000 TOTAL 

CHECK ING ACCOUNTS 10) 3.83 blO.96 760.07 331.32 475.60 179.47 21.15 66.~0 3469.20 
S'VI~~S UlP)SITS 4692.28 114"'.57 291Z. J7 597.22 2299.4,. 719.72 11.38 27.67 _ 13084.64 
C~EOI I ~~OKERAGEACT_ u.oo 0.00 98.71 2.94 0.66 0.97 0.00 1.24 104.53 

TOTAL CA SH 5706.11 2365.52 3851.14 931.48 2775.71 900.16 32.53 95.71 16658.36 

FEIlE"At SA VI NG IlUM)S 1370.05 3)7.69 384.66 22.42 15b.50 45.68 2.50 5.50 2305.21 
OT"ER fOe S~CU~tTnS 0.00 50.35 67.73 0.00 25.o~ 20.68 7.47 136.22 308.13 
SIAT< • LOCAL HONUS 0.00 O_OU O. 00 0.00 26.91 57.71 13.08 515.11 612.81 
CORP. • f-U ... ~N. OO~OS b.71 29.3S 140.39 2.19 15.93 7.43 8.29 19.01 229.39 

TOTAL ~JNOS 1376.83 397.62 5'12.78 24.61 225.03 131.49 31.34 675.83 3455.54 

TQAlJ~O STOC~ 306.47 1228.16 1168.89 1078.50 2756.20 1786.11> 1148.45 4230.87 13704.31 
ClQ$flY HElU STryCK 5.21 53'1.62 2062.79 1670.82 902~.45 2492.90 604.44 15221.50 31023.74 
STorK, TYPE UNAVAll. 0.00 0.64 146.88 48.54 34.98 51.02 0.00 0.00 282.05 
INVEST~ENT CLUBS 0.00 0.00 19.50 18.27 0.00 3.49 0.00 0.66 41.92 

TOTAL STOCKS 311,"8 1768. U )398.06 2816.13 It"817.63 4334.18 1152.90 19453.03 45652.02 ~ 
0 
01 

~ORTGAGES A~O NOTES 844.31 389.50 1106.7T 1201.01 1715.48 384.93 47.59 222.05 5~11. 70 
EOUITY life INSUR. 5507.48 3124.47 2976.85 1038.67 939.42 351.49 88.71 83.10 14109.18 
At;~UI TIES 12.92 35.33 1.38 3.44 201.92 0.00 0.00 0.00 254.99 
TRUST -ASSHS 268.61 4l.47 155.89 21.96 282.91 550.62 12745.51 2922.63 It.«;qO.60 
flONCORP. BuS. ASSETS 4354.64 2160.43 H804.78 2500.56 4665.06 3057.58 77.83 134.35 29755.23 

TOUl OTHER FIN. 10907.96 5752.20 17045.67 4765.70 7803.78 4344.62 12959.64 3362.13 67021.70 

PRINCIPAL PESIOENCE 23043.36 44413.06 21967.62 7305.44 7675.01 2015.20 189.21 573.03 lC7181.92 
OTHE~ REAL ~STATE 1055.91 1835.99 '"469.19 4846.73 8389.99 3209.69 306.06 498.93 24612.48 
)lUUSE HOLD GlOUS b68b.54 3707.34 2517.65 653.70 640.45 208.73 -- 155. 01 52.67 14622.U~ 

TOTAl- -RE-AL- PROP.-- 30785.81 49956.39 28954.46 12805.87 16705.44 5433.61 650.28 1124.63 146416.48 

PROFIT SHARING PLANS 261.48 681.94 691.18 2.49 195.92 ' 35.36 115.65 21.57 2005.58 
RETIRfl<U-H PLA'lS 2535.82 1290.20 828.81 183.04 63.22 5.92 21.31 49.34 4977.65 
fSTATES IN PKOBAT~ 27.23 41.09 0.83 1.88 456.21 1.83 24.96 0.00 554. 03 

TO TAL ~I SC ASSET 2824.53 2013.23 1520.82 187.40 715.35 43.12 161.92 70.90 7537.27 
-_ ... __ . --- .... -. 

TUTAl ASSETS 51992.92 62253.37 5531>2.91 21531.19 40042.95 15187.18 15588.60 24782.24 2867~1.36 

--- -.... ------ _. - -- "'-- . 

NG~\ ~_~J: .., ... T~ II .... IJ • • -- ---- •• - -_.- --------- ____ A •• ____ • __ •• -



COMPOrlENTS :IF WFAI TH FOR 
INDIVIDUALS Ap,ed 45 to 54, 
Cl ASS I F I ~D BY "'AL TIl. 

(millions of dollars) 

W~ALTH CLASSES 

Table V-l6 

B<LOW 15 15 TO 30 30 10 60 60- 100 100-200 200-500 500-1000 OVR 1000 TOTAL 

CHECK I NG AC:UUNTS 
SAVlhGS DEP)SITS 
CRlUIT BROKHAGHCT. 

TOTAL CASH 

FEDERAL SAVING BONlIS 
OTHER FD. SECIJRIT IFS 
STAT~ • LDL'L OO~US 
CORP.. • FORGN BorlOS 

TU TAL B)NOS 

TRADto STOCJ( 
CLOSELY HELD STOCK 
STOCK. TYPf U~AV4JL. 

1 }ll. 32 
64B9.42 

0.00 

7811.74 

B32.10 
0.00 
0.00 

48.64 

B80.74 

INV~STMEtH CLUBS - ------

707.25 
0.00 
0.00 
0.82 

TOTAL STOCKS 

MORTGAGES AIIO NonS 
.. CUllY lIF£ INSUR. 
ANNUITIES 
TRUST ASSE TS 
NONCOP~. BUS. ASSETS 

70B.07 

107.56 
49~0.57 

2&.63 
93.96 

141.85 

950.58 
4732.21 

0.00 

56B2.79 

1122.17 
0.00 
0.00 
0.00 

1122.17 

915.19 
415.48 

0.00 
'0.96 

1331.63 

1541.70 
3419.02 

d2.21 
10.16 

5542.70 

997.95 
4971.15 

287.79 

6256.8B 

1205.43 
0.00 
0.00 

156.28 

136i.71 

6104.57 
817.35 

0.00 
109.28 

,7031.21 

1902.72 
2717.06 

38 .. 20 
383.56 

10814.53 

334.53 
1726.86 

0.00 

2061.38 

966.64 
0.00 

36.20 
243.16 

12"6.00 

3811.44 
431.12 

0.00 
27.51 

4270.07 

799.10 
880.05 

2.48 
15l.33 

7"10.08 

309.98 
852.50 

1.85 

1164.33 

151.52 
1.83 

42.36 
3.48 

199.19 

4371.12 
2023.10 

109.15 
3.45 

6506.81 

3310.43 
864.91 

0.00 
0.00 

996.96 

"48.6l 
623.57 

7.92 

1080.10 

256.45 
8.23 

8l.37 
152.37 

499.43 

4836.16 
B877.26 

93.63 
2.77 

13809.82 

1343.91 
7B4.56 

- 0.00 
18.36 

5386.B7 

117.06 
221.59 

O.ll 

338.76 

24.42 
2.04 

162.38 
10.Z6 

199.ll 

1328.71 
4806.ZB 

0.00 
0.31 

6135.30 

100.48 
191.42 

0.00 
315.77 

3959.0B 

TllTAl OTHER FIN: 6062.57 10595.78 15856.08 9244.03 5172.31 

5630.51 
3127.72 

7533.71 4566.74 

PR INC I PAL RE S IDENCE 
OTH<P REAL ESTATE 
HOUSEHOLD roODS 

37999.42 
1384.54 
5959.60 

42344:00 -25247.92 
6519.09 5358.80 
44!6.16 3128.83 

7063.04 
3915.87 

774.26 653.01 

3751.50 ---10Z8.07 
2616.86 2636.26 
2032.06 50.01 

TOTAL REAL PRUP. 45343.56 53279.25 33735.55 -'11753.17 9411.l4'--'8400. 43' - - 3714.34 

PROFIT SHARltlG PLANS' 
RETIREHENT PLANS 
ESTATES IN PKOBATE 

TOTAL HI SC ASSET 

444.18 
2005.59 

34.39 

2484.16 

411.64 
2670.58 

0.00 

623.24--- 200.84 ----200.81-----106.61 
1495.32 982.52 701.84 366.77 
2121.85 0.00 7.12-- 0.00 

52.47 
41.15 
33.42 

3082.22 '4240.41" 1183.36 -909.77'--"473.38 -- 117.04 

20Z.72 
417.90 
36.34 

656.97 

2.07 
90.61 

667.72 
458"61 

lZ19.Ul 

11261.80 
35770.91 

0.00 
0.26 

47032.97 

14:;8.91 
277. zo 
11.49 

1682.34 
2855.01 

46S3.76 
20035.19 

334.00 

25052.95 

4560.80 
102.72 
991.04 

1072.80 

H27.35 

33336.Z4 
53141.50 

202.78 
145.37 

8t825.88 

10664.81 
14124.80 

163.00 
l65".47 

31701.09 

6Z84.95 65316.17 

1006.89 lZ4071.36 
5270.67 30829.81 
810.01 11883.94 

7147.57 172785.11 

111.28 
30.ll 

878.08 

2151.07 
8293.99 
3074.86 

1019.58 13519.92 

TOTAL ASS~!S____ 63290.85 75093.84 _ 69481. 8,,_Z9758.02 _ ~~3_~~_.6!! __ ~1796.l!.t_15081.30 63361.03 310227.38 

l,otes and Sources: as in Table V-I3 

~ o 
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COMPONENTS OF WEAL Hi FOR 
INOIVIUUALS AGED 55 TO 64, 
ClAsslFIEll ~y W~ALT.M __ 

(millions of dollars) 

WEALTH CLASSES 

Table V-17 

SELOW IS 15 TO 30 30 TO 60 60- 100 100-2UO 

CHECK ING ACCOIISTS 
SAVINGS OEPJSITS 
CREDIT RRnKE~AGEACT. 

T(lTAL CASH 

FEOEPAL SAVINO, BONDS 
OTHEo FU. S5CURITIES 
STATE • LOCAL ~ONOS 

CORP. + FOP'N. BUNOS 

T(ITAL BJNIlS 

TROOFO STOCK 
CLOSELY HELl STOCK
STOCK. TYPE tiNAVAIL. 
IN~ESTMENT CLUBS 

1630.24 
6103.02 

u.OO 

7733.27 

1184.07 
5.ltb 
0.00 

16.55 

1206.C8 

734.22 
152.18 

0.00 
2.22 

708.75 
61:3.38 

0.26 

6882.39 

1752.25 
51.13 

0.00 
879.62 

26B2.99 

3298."9 
1.09 

336.87 
o.OU 

1166.41 
1691.49 

0.00 

B857.90 

3114.07 
119.54 

0.00 
14.06 

3247.66 

48C;6.77 
654.57 

0.00 
0.54 

585.82 
3222.31 

0.10 

3808.22 

1445.74 
1. BI 

47,,>.40 
258.96 

2181.'ll 

11143.40 
537.94 
92.21 

1.64 

1023.50 
1"82.13 

U.7l 

4506.34 

1034."3 
94.58 
3,.12 
B7.90 

1252.03 

9977 .98 
1797.02 

4.48 
0.00 

200-500 

"17.49 
834.66 

51.88 

130".02 

565.81 
28.61 
42.46 

202.75 

839.63 

11131.92 
3313.84 

187.96 
0.62 

500-1000 OVR 1000 

280.26 
563.22 

3.63 

847.12 

178.61 
11.09 

323.27 
127."3 

640.40 

8153.40 
9590.50 

32.01 
"1.64 

530.75 
667.54 

20.83 

1219.12 

126.19 
83,9.88 

3192.58 
355.97 

4514.61 

21255.28 
18501.47 

0.00 
2.78 

TOTAL 

H03.23 
2e677.74 

71.41 

35158.38 

9401.17 
1152.09 
4068.83 
1943.23 

16565.32 

7C591.47 
34608.60 

653.53 
49.45 

TlITAL STOCKS 888.63 3636.45 5551.88 11775.19 11779.47 14694.35 17817.55 39759.53 10~~03.05 

MOR TGA GE S A~ 0 NOTE S 
~QUITY LIFE INSUR. 
A~lNUITIES -
TRUST ASSETS 
'lC'ICORP. BUS. ASSETS 

TOTAL OrHtR FIN. 

510.60 
58UO.40 

0.00 
50.53 

3"92.02 

98~9. 61 

PRINCIPAL RESIOESCE--- 2323B. 79 
OTHER REAL ESTATE 1171.01 
HUUSEHOLO GlaDS ------ - 3072.89 

186.59 
3423 •• 4 
101.03 

22.2B 
4092.73 

7826.08 

28B44.7B 
14B3.41 
2173.21 

3394.65 
2HJ.23 

130.08 
8~b. 13 

13851.88 

21213.57 

25958.76 
12625.26 

2211.60 

1243.98 
143 O. 81 

86.20 
0.00 

2714.30 

5475.29 

8261.94 
4321.31 

752.56 

2693.80 
2482.23 

- 77.04 
842.19 

9616.86 

15712.12 

"987.95 
753.68 

22.98 
146.32 

16073.37 

21984.30 

5~51.13 2251.81 
6965.31 2897.05 

7107.20--- 487.34 

TOTAL ROAL--PROP. 27483.30 32501.40 40795.61 13335.81 13363.65 5636.20 

PROFIT SHARING PLANS 
RETIREHENT PLANS 
ESTATES IN PROBATE 

TOTAL HI SC ASSET 

195.93 
665.52 

10.92 

872.37 

154.39 
796.66 

25.01 

976.07 

138.67 
575.99 

86.73 

801.39 

300.80 
648.73 
142.62 

1092.15 

687.71 
"66.67 
272.92 

1427.30 

64.76 
38.37 

263.54 

366.67 

1162.29 
866.49 

2.41 
135.54 
363.35 

2530.08 

2388.57 
2149.85 

140.48 

4678.90 

389.75 
310.52 
542.88 

1243.15 

1183.53 
026.61 

- 12.37 
3144. q7 
2918.35 

7885.84 

1541.20 
3980.33 
256.48 

15363.41 
18379.95 

432.10 
5188.50 

53.22.86 

92486.88 

~8136. 98 
35594.13 

S8,,1.76 

5778.01 143572.86 

176.23 
141.63 
530.89 

848.75 

2108.25 
3644.09 
1875.50 

7627.84 

TOTAL AS SE TS "8043.24 54505.38 80468.01 37668.58 480"0.90 44825.17 27757.19 60005.86 401314.32 

Notes and Sources: as in Table V-13. 
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r ''''VC'NfNTS jf= W;:6.ITH rrlR Table V-IS 
r'!c:. J CUALS uver 64 Years Old, 
~~SI F[cJL!!i. .EM H' . 
(millions of dollars) 

WEALTH CLASSES 
BcLlJW 15 I~ Til 30 30 TO 60 60- 100 100-200 200-500 500-1000 OV~ 1000 TOTAL 

CtoEeK [NG A(COU'ITS 1572.08 1188.98 513.57 404.39 8~9.12 1297.47 723.53 931.75 74~0. 89 
sAvl'<GS 11iPISITS 8547.51 70:5.50 8719.57 4777.20 3334.91 1896.69 1017.45 260.04 3~62ti. 87 
C;EU[T 8ROKfMAGEACT. 0.00 0.00 0.00 0.00 0.32 9.56 0.25 2.23 12.35 

TUTAL CASH 10119.511 8204.48 9293.14 5181.59 4194.35 3203.73 1741.22 1194.01 43132.10 

FEII~PAL SAVING·80NOS 153;:.93 1661.77 2H2.11 1593.30 630.46 265.81 355.35 160.13 E671.87 
Oih-R fO. S,CURlTIES 0.00 0.00 0.00 116.27 223.75 745.49 810.60 3039.86 4~35. 98 
ST A IE • LOCH 3(1,<OS 1l.00 0.00 IH.42 81.39 7.77 734.55 2245.22 3622.77 6831.12 
CORP • • FOFGN .. 8CNns 0.00 0.00 1331.69 81.45 0.00 217.17 14.43 63.8.30 2283.04 

TOTAL BJI';OS 1532.93 16M.71 3943.22 1872.41 861.98 1963.02 3425.61 7461.06 22122.01 

·TRAntO STOCK 623.05 2377.38 5280.01 6412.23 4560.55 32842.31 12901.16 26892.10 91888.78 
CL~SELY HELD STOCK 0.00 204.~d nl,02 0.00 2540.30 2271.34 3911.59 17526.06 27444.79 
S TlICK. TYPE Uf"JIAV4 ZL~ V.OO 0.00 0.00 0.00 0.00 0.00 1334.59 1157.55 2492.14 
INVFSTMEHT CLU8S 0.84 0.00 o. 00 0.00 0.00 0.00 0.00 0.00 0.84 

~ 
TIITAL STOCKS 623.88 2581.87 6271.03 6412.23 7100.85 35113.65 18147.33 45575.71 121826.55 0 

00 
~ORTGAGES AND NOTes 1101.02 521.56 1066.18 1676.03 191.89 2372.79 3252.70 1033.71 11215.89 
EOUITY L1Ff [NSUO. 5393.34 2&18.87 1878.65 865.50 547.63 1588.54 1486.20 623.34 15062.07 
.",WI TIE ~ 43.79 70.13 0.00 0.00 51.64 10.61 0.00 56.57 232.75 
UUST ASSETS 0.00 V.OO 0.00 455.9.9 200.90 1205.37 76.69 972.24 2~1I.19 

~CIlCO" P. BUS. A SSE TS 1158.62 76~5.21 51JO.67 13968.57 3066.63 ~599. 70 1574.87 2553.73 40437.99 

T~TAL OTHER FIN. 7696.77 10885.71 8845.51 16966.08 4058.69 9777.01 6390.46 5239.58 69859.88 

POIMCIPAL RESIDENLE 22414.81 22721.99 15500.67 7214.109 3371.56 3301.17 3107.96 1342.19 78~81. 05 
OTHlR PEAL ESTATE Z 355. 66 2~93. 99 6315.98 7096.104 156~.70 3162.76 5068.86 4367.20 32526.81 
HCI)SlI<OlO GJOOS 1421.33 1163.91 704.27 589.85 199.49 186.78 215.08 11 2. ~1 4593.22 

TOTAL PEAL PROP. 26191.80 26479.89 22520.92 14901.19 5142.75 6650.71 8391.90 5821.90 116101.07 

PROFIT SHAHI NG PL ANS 9.95 5.99 0.00 0.00 0.00 93.95 6.37 179.73 295.99 
RETIPEHENT PLANS 157.93 100.13 400.43 82.91 0.00 123.76 47.05 42.41 914.62 
ESHTES IN PROSATE 0.00 0.00 25.49 0.00 0.00 15.57 52.55 0.00 93.61 

TOTAL HI SC ASSET 167.88 66.12 425.92 82.91 0.00 233.27 105.98 222.14 1304.22 

TOTAL .. ~SE.T~ __ . 46332.86 49879.91 51299.75 45416.41 21358.62 56941.39 38202.51 65514.41 374945.83 

Notes and Sources: as in Table V-l3. 
. --_.- - ---- ------------------- -- ---- -- _ .. --. - .. --_. 



CO".O',FNTS OF WEALTH FOP Table V-19 
~UIV I gUAL S CI,.A5.S)£.!.fO BY WEALTH 

(millions of dollars) 
W~ALTH CLASSES 
BElloW 15 15 TO 30 30 TO 60 60- 100 100-200 200-500 500-1000 OVR 1000 TOTAL 

CHrC.I~G AC:DU~TS 64H".25 3B36.41 3714.80 1697015 2670.77 2361.22 1163.78 173~.84 23668.27 
SAVI~GS OEPlSITS ~0945.01 20513.35 25291.85 10333.86 10327.73 H61.89 1826.35 1373.87 104763.91 
CREOIT 8,OKERAGEACT 0.00 5.63 386.52 3.20 6.40 83.51 3.99 87.08 576.33 

TOTAL CASH 37433 .. 26 24355.44 29383.17 12034.22 13J04.90 6606.62 2994.11 3196.79 I'S008.51 

FEllERAL SAVI"G sm:os 6290.75 4951.25 7260.52 4050.90 1990.15 1141.38 571.72 294.16 26550.84 
ortlE.R FO. SFCUR IT Ie S 5.46 101.~8 215.35 1 18.08 471.04 809.23 831.22 4196.45 to 740.31 
STATE + LOCH no:ms o.ou 0.00 139.42 605.63 155.73 917.08 2743.95 8128.95 12690.78 
CURP + fO~GN. HUNUS 135.02 909.00 1647.02 585.79 363.38 579.72 165.47 1472.63 5058.03 

TOTAL S'lNOS 6431.22 5961.73 9262.3Z 5360.41 2980.30 3447.42 4312.37 14092.19 5H47.95 

TRAD~O STOCK 3389.34 8558.51 18032.04 26139.47 22099.21 50884.51 24893.64 64364.13 21£360.90 
CLUSFL Y HELJ SHICK 157.40 1396.67 8723.00 2782.03 15796.39 17954.02 20601.32 87254.57154e65.40 
STUCK, TYPE UNAVAIL. 0.00 337.50 H6.88 140.75 148.60 332.61 1366.60 1157.71 3630.65 
INVESTMENT CLUBS 31.16 7.26 133.90 47.43 7.20 7.16 41.96 3.69 279.16 

TOTAL STOCKS 3577.90 10299.94 27035.81 29109.67 38051.40 69118.37 46903.52 1527dO.11 37t936.71 ~ 
0 
to 

~O'TGAGES A~O NOTES 1,844,42 3213.16 7851.65 4989.63 1916.63 9110.64 4622.77 3913.77 44462.85 
(JUITY LIFE INSU~. 32509.51 157<8.92 12132.98 4346.38 4870.14 3534.22 2650.33 1619.36 77391.&4 
A'<NlIll Il S ~5. 34 2iSA.70 169.66 92.12 3)0.60 33.59 2.41 80.42 1082.84 
TRUST ASSETS 10~3.93 74.91 1859.03 185.79 1326.00 2824.48 13875.53 32432. U4 54271.70 
NONtORP. sus. ASSETS 15035.0" 22764.71 "4313.73 26638.07 19794035 29389.80 6042.35 8461.44172429.54 

TOTAL OTHER FIN. 515"~.23 42U10.46 66317.24 36851.99 34237.11 44892.73 21193.38 46507.U3 34~b38.77 

PRINCIPAL R~SIOENCE 120082.77 169172.74 100529.33 30125.26 22536.32 118B2.67 6870.00 4715.68465714.78 
aTHER REAL ESTATE ~472.b2 13848.99 3J076.91 20402.15 2051U.08 Il567.68 10228.32 14146.27 128,53.03 
HOUS(HOlU GJOOS £4272.60 14285.~1 9719.63 2918.66 2253.44 2952.64 570.99 1295.68 58269.31 

TOTAL REAL PROP.150R27.99 197307.41 1"0325.87 53446.01 45299.84 27"02.99 17669.32 20157.63 65L4J7.!1 

PROFIT SHARING PLANS 1080.58 1351.30 1491.62 504.13 1133.06 318.97 564.24 489.61 t933.52 
RETIf<EHENT 'LANS 6304.82 5108.36 3535.61 1897.19 1242.97 534.82 420.03 263.60 19307.39 
ESTATES IN PROOATE 75.1H 66.10 2843.13 14".50 736.25 5146.86 979.42 1484.10 11476.14 

TOTAL HI SC ASSET 7461.18 6525.76 7870.36 2545.82 3112.28 6000.65 1963.69 2231.32 37717.05 

TOTAL ASSfTS l57299.79 286520.73280194.77 139348.17 136686.43 157528.78 101036.38 238971.oSl597586.09 

N~tcs and Sources: as in Table V-13. 



Table V-20 
Components of wealth for 

Less Than 25 Years Old Independent Ind1v1duals 
Class1f1ed by Wealth 
(S m1111ons) 

Wealth Classes 30- 60- 100- 200- 500- Over 
Below 15 15-30 60 100 200- 500 1000 ·1000 Total 

Check1ng Accounts 163.36 33.19 2.56 0.64 0.00 0.00 0.00 0.00 199.75 
Sav1ngs Depos1ts 370.14 51. 35 0.00 0.00 0.00 0.00 0.00 0.00 421. 49 
Cred1t Brokerage Act. 0.00 0.00 0.00 0.64 0.00 0.00 0.00 0.00 0.64 

Total Cash 533.49 84.54 2.56 1.28 0.00 0.00 0.00 0.00 621.87 
Federal Sav1ngs Bonds 140.56 0.00 0.00 0.00 0.00 0.00 0.00 0.00 140.56 
Other Fed. Secur1t1es 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
State & Local Bonds 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
Corp. & Fore1gn Bonds 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

Total Bonds 140.56 0.00 0.00 . 0.00 0.00 0.00 0.00 0.00 140.56 
Traded Stock 40.53 53.12 0.00 19.46 0.00 0.00 0.00 0.00 113.10 \ 
Closely Held Stock 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
Stock, Type Unava11. 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 II:>-
Investment Clubs 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 -0 

Total Stocks 40.53 53.12 0.00 19.46 0.00 0.00 0.00 0.00 113.10 
Mortgages and Notes 0.81 H.60 0.00 0.00 0.00 0.00 0.00 0.00 9.41 
EqU1ty L1fe Ins. 1501.98 139.79 14.11 0.02 0.00 0.00 0.00 0.00 1655.89 
Annu1t1es 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
Trust Assets 383.56 0.00 0.00 0.00 0.00 0.00 0.00 0.00 383.56 
Noncorp. Bus. Assets 29.85 70.31 0.00 14.42 0.00 0.00 0.00 0.00 114.58 

Total Other Fin. 1916.20 218.70 14.11 14.43 0.00 0.00 0.00 0.00 2163.44 
Pr1nc1pal Residence 1231.94 2363.83 0.00 67.27 0.00 0.00 0.00 0.00 3663.04 
Other Real Estate 134.46 232.37 0.00 0.00 0.00 0.00 0.00 0.00 366.83 
Household Goods 1638.23 137.89 8.11 7.21 0.00 0.00 0.00 0.00 1791. 43 

Total Real Property 3004.63 2734.09 1'.11 74.48 0.00 0.00 0.00 0.00 5821.31 
Profit shar1ng Plans 0.00 12.74 0.00 0.00 0.00 0.00 0.00 0.00 12.74 
Retirement Plans 44.38 0.00 0.41 0.00 0.00 0.00 0.00 0.00 44.78 
Estates 1n Probate 0.00 0.00 608.23 0.00 0.00 0.00 0.00 0.00 608.23 

Total Misc. Asset 44.38 12.74 608.64 0.00 0.00 0.00 0.00 0.00 (,n5. In i 
TOTAL ASSETS 5679.78 3103.19 633.42 109.01 0.00 0.00 0.00 0.00 9525.41 

Source: Indiv1dual responses to 1963 Federal Reserve Board Survey of the F1nanc1al 
Characterist1cs of Consumers 



APPENDIX VI 

ESTIMATES OJ' THE MARKET VALUE OF THE OUTSTANDING CORPORATE 
STOCK OF ALL DOMESTIC CORPORATIONS 

(By Peter Eilbott, Queens College) 

1. INTRODUCTION 

This Appendix discusses the procedure for estimating the market 
value of all outstanding stock (both common and preferred) of do
mestic corporations; that is, companies incorporated in the United 
States. Two sets of data are derived. One represents the value of all 
outstanding stock, including shares held by other corporations. In
cluded·in this total, unavoidably, are the shares of some companies 
which are 100 per cent owned by other companies, even though these 
wholly owned subsidiaries should really be excluded from the compila
tions. The other set of data represents the value of all outstanding 
stock exclusive of intercorporate holdings, including .100 per cent 
owned subsidiaries. 

Shlltres of nonprofit corporations are excluded from the totals, as 
are shares issued by investment companies (defined as all companies 
registered under the Investment Company Act of 1940). The market 
value of the outstanding shares of investment companies listed on ex
changes is included in the totals for the exchanges, however; and 
the market value of the outstanding shares of unlisted investment 
companies is included in the value of privately held stock, though 
the value of all of these shares is excluded from the overall totals. 

(411) 

63-940--71----27 
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Table VI-l 

The Market Value of the Outstanding Stock of Domestic 
Corporations (All Values Year-End in Billions of 

Dollars) 
(1) (2) (3) (4) 

Companies Companies Companies Compan~s 
listed on the listed on the listed on other Traded over-the 
New York Stock American Exchanges Counter 
Exchange Exchan~ 

1952 118.2 12.5 3.1 28.0 
1953 115.3 11.3 2.8 27.3 
1954 166.1 16.4 3.6 38.0 
1955 203.6 . 20.1 4.0 45.0 
1956 214.5 23.0 3.8 46.0 
1957 192.1 19.3 3.1 44.0 
1958 271.8 24.1 4.3 59.0 
1959 302.6 19.1 4.2 66.0 
1960 302.1 18.0 4.1 69.1 
1961 381. 7 25.4 5.3 105.8 
1962 339.9 17.7 4.0 90.1 
1963 404.2 18.9 4.3 98.8 
1964 465.7 19.9 4.3 120.8 
1965 528.5 21. 3 4.7 137.3 
1966 474.2 19.4 4.0 131.4 
1967 595.4 32.5 4.0 172.0 
1968 680.1 49.6 5.1 220.7 
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(5) (6) (7) (B) (9) 

Open-End Investment Privately All domestic All J)omestic 
Investment Companies Held Corporations Corporations 
companies Registered Companies (1+2+3+4+5-6+7 ) Exclusive of Inter 

With the SEC Coqzorate Holdings 

3.9 6.5 66.2 225.4 180.8 
4.1 6.0 65.5 219.7 177.3 
6.1 10.2 78.0 298.0 246.4 
7.8 12.9 84.7 352.3 290.3 
9.0 14.4 69.5 351. 4 291. 0 
8.7 12.8 59.1 313.5 262.4 

13.2 18.8 9!1..1 448.7 372.4 
15.8 22.5 113.9 499.1 417.7 
17.0 24.8 109.3 494.8 416.6 
22.8 32.0 149.8 658.8 553.4 
21. 3 32.1 123.3 564.2 470.5 
25.2 38.1 185.0 698.3 595.0 
29.1 43.4 195.8 792.2 673.4 
35.2 49.8 216.3. 893.5 757.7 
34.8 48.8 196.2 811. 2 689.5 
44.7 64.1 250.3 1034.8 879.6 
52.7 75.9 297.1 1229.4 :),045.0 
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2. THE MARKET VALUE OF ALL OUTSTANDING STOCK 

Table VI-1 shows the estimated market-value totals and their com
ponents. Briefly, the procedure used to derive the estimates involves 
the summation of the following values, which are obtained separately; 
the resulting totals are then adjusted to eliminate the shares of invest
ment companies. 

(1) The value of the shares of all domestic corporations listed on 
United States Stock Exchanges. 

(2) The value of the shares of all domestic corporations traded over· 
the-counter, derived basically from SEC data. 

(3) The value of the shares of all privately held domestic corpora
tions. The data are obtained by estimating total dividend payments 
of companies not listed on exchanges or traded over-the-counter; esti
mated dividends are then blown up on the basis of yield data derived 
on a sample basis. 

What follows is a detailed description of the estimating procedure 
and the sources from which the estimates were derived. 
a. Listed Stock 

(1) The Value of the Shares of Domestic Companies Listed on the 
New York Stock Exchange. Data obtained from the exchange. 

(2) The Value of the Shares of Domestic Companies Listed on the 
American Stock Exchange. Data obtained from the exchange, except 
in the years 1952 through 1955, when the market value of domestic 
listed companies was not broken out separately. It was assumed that 
in these four years, domestic companies ·accounted for 74 per cent of the 
market value of all listed stock on the ASE (the average percentage 
throughout the later 1950's and most of the 1960's). 

(3) The Value of the Shares of Domestic Companies Listed on Other 
United States Stock Exchanges. Data obtained from the Annual 
Reports of the SEC: they refer only to companies not also listed on 
another exchange. The SEC broke out the market value of foreign 
companies listed on other exchanges only after 1959. It was nssumed 
t.hat in previous years the market value of foreign companies ac
counted for 0.3 per cent of the value of all stock listed on other ex
changes (the average percentage in the years 1960 through 1963). 
b. Stock Traded OVe1' the Oounter 

For the years 1952 through 1963, except for 1953, the SEC in its 
Annual Reports published a year end market value figure for large 
over-the-counter (OTe) companies. That is, it estimated the market 
value of all issues (common and preferred) of those companies traded 
OTC which had more than 300 shareholders of record. Included in 
the total were industrial companies, banks, insurance companies, pub
lic utilities, and real estate and other financial companies. Excluded 
from the total were stocks admitted to listed or unlisted trading privi
leges on stock exchanges, Canadian and other foreign compames, and 
investment companies. About 3,500 companies were included in the 
SEC total in 1952, and the number increased to 4,200 by 1963. The 
OTC market value data derived here represent the SEC totals in the 
years between 1952 and 1963, except for 1953. The 1953 figure was 
obtained by interpolating between the 1952 and 1954 SEC data on the 
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basis of the changes in the National Quotation Bureau 35 industrial 
stock index during the two years. 

No SEC data are available after 1963, since the tabulations were then 
discontinued. A 1964 figure was obtained from the New York Stock 
Exchange Census of Shareowners,l which provides an estimate of the 
market value of the outstanding stock of 1,550 large OTC companies 
at the end of 1964. The NYSE total was adjusted upward on the basis 
of the relationship between the 1961 SEC figure and the 1962 NYSE 
Census figure 2 (giving an estimate of the market value of the out
standing stock of about 1,400 large OTC companies at the end of 1961). 
That is, the 1961 SEC total was 4 per cent larger than the 1961 NYSE 
total; therefore, the 1964 NYSE market-value estimate was increased 
by 4 per cent. 

Data for 1964 through 1969 were obtained on the basis of changes in 
tho NQB industrial index. Moody's bank stock index, and Moody's 
two insurance stock indexes (life, and fire and casualty) during these 
years. For the period 1957 through 1963, in which the SEC reported 
not only a total OTC value, but also broke it down into three com
ponents (banks, insurance companies, and industrials and all other), 
each year's values were projected to the end of the following year in 
two ways: 

(1) The total market-value estimate was projected on the basis of 
the percentage change in the NQB index. 

(2) The three components of the total were projected on the basis 
of the change in the relevant index, and the projections were then 
summed. The average percentage change in the insurance sector was 
obtained by weighting the two insurance indexes on the basis of mar
ket values in the two sectors. These values were obtained by blowing 
up IRS data on the amount of dividends paid by life insurance stock 
companies and by other insurance companies on the basis of Moody's 
data on yields of life insurance companies and fire and casualty com
panies.s This procedure assumes that OTC issues (as well as issues with 
more than 300 shareholders of record) accounted for the same propor
tion of the total outstanding stock of both types of insurance company. 

The projected totals came close to the actual SEC (or adjusted 
NYSE) value in most cases: 9 of the 14 proj ections were within 5 per 
cent of the actual value; and 13 of the 14 were within 8 per cent of the 
reported total. The results were slightly better using three indexes 
instead of one, though the differences were small. In 8 of the 14 cases, 
the projected values were smaller than the actual values, and errors of 
understatement were larger than errors of overstatement. The slight 
downward bias resulting from use of the indexes presumably reflects 
the fact that entries to the OTC universe are more important than 
departures. Moreover, there is the possibility that companies not 
included in the indexes grew more rapidly than those covered by it. 

Since the component projection method is more logical-and also 
performed slightly better-It was employed to project market values 
for 1964 through 1969. (While an overall 1964 OTC value was avail-

I Shareowncr8hip USA: The 1965 Oensu8 oj Shareowners, New York Stock Ex
change, N.Y. 

• The 11 Million: The 1962 Oensu8 oj FlhareownerR, New York !'!tock Exchange. N.Y. 
• Between 1966 and 1969, when no IRS data were available, It was assumed that the 

market value of life Insurance companies was 50 per cent greater than that of tire 
and casualty companies (on the baSis of the relationship In previous years). 
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able from the NYSE, no industry data were reported. Therefore, the 
1963 SEC industry totals were projected by the index method, and 
th(> resulting values were adjusted upwards so that their sum equalled 
th(; overall OTe value derived from the NYSE.) A value for the end 
of 1969, which can be compared with the projectIOns, will be available 
sometime in 1970 from the 1970 NYSE Census of Shareowners. 

Since the SEC data were based on issues of from 3,500 to 4,200 
com(>anies, OTC market values wi1l be underestimated. In 1961, ac
cordmg to the SEC, about 14,000 domestic companies were quoted at 
one time or another in the OTC sheets.4 By 1969, it was estimated 
that 40,000 companies in all had their pric~s quoted in the OTC mar
kets at some time during the year.5 The understatement of OTC values 
is probably not serious, since the public companies excluded from SEC 
coverage are likely to have been small. In addition, the exclusion of 
these companies has only a minimal effect on the estimates of the total 
market value of all outstanding stock, since it is likely to be compen
sated by an overstatement of the value of privately held stock. 
o.Inve8tment Oompanie8 

To eliminate tht, market value of investment companies from the 
tot.al estimated value of all outstanding stock, the value of open end 
companies which are members of the Investment Company Institute 
is added to the value of all other stock (listed, OTC, and privately 
held), and the value of all investment companies registered with the 
SEC is then subtracted from the resulting total. Investment companies 
which are registered with the SEC, but which are not ICI members, 
are either listed on exchanges, and therefore included in the exchange 
market-value totals (these are primarily closed euds) , or they are in
cluded in the estimates of the value of privately held stock. ICI mem
bers, on the other hand, while registered with the SEC, are neither 
listed nor in the privately held total. 

Year end data on the market value of ICI members are obtained 
from the ICI. Data on the market values of investment companies reg
istered with the SEC, as of June 30, are obtained from the SEC An
nual Reports. These data are adjusted to year end totals by interpolat
ing between June 30 values for ICI members. For example, the value 
of ICI open en<i/.s increased by 15.8 per cent between June 30,1962 and 
December 31, 1962, and by 28.8 per cent between June 30, 1962 and 
June 30, 1963; the value of investment companies registered with the 
SEC increased by 31.9 per cent between June 30, 1962 and June 30, 
1963. Therefore, the value of investment companies registered with 
the SEC is assumed to have increased by 15.8/28.8 x 31.9 per cent 
between June 30, 1962 and December 31, 1962. 

• Report of the Special Study of Securities Markets of the SEC, Purt VII, p. 721, Wash· 
Ington, D.C .. 1963. 

11 Information obtained from the Research Department of the New York Stock Exchange. 
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For the years 1952 through 1954, in which June 30 data were not 
avail!llble from the ICI, year end market values of investment com
panies registered with the SEC were obtained by extrapolating the 
1955 year end SEC total (obtained by the method discussed in the 
previous paragraph) backward on the basis of the year end to year 
end changes in the value of ICI open ends. 
d. Privately Held Oompanie8 

The market value of privately held companies (all domestic cor· 
porations which 'are not listed, not traded OTC, and not members of 
the ICI)6 is derived by blowing up their estimated total dividend pay
ments on the basis of yield data obtained primarily from a sample of 
ASE stocks. Dividend payments are obtained by subtracting total 
dividends paid by non privately held companies from total dividends 
paid by all U.S. corporations. The errors contained in the resulting 
market-value totals are discussed following the explanation of the 
procedure. 

(1) Total dividend8 paid by all U.S. corporations.-Data obtained 
from the IRS Statistics of Income, Corporation Tax Returns. Divi
dends paid include distributions in cash and other assets-but not in 
their own stock-by all U.S. corporations. Liquidating dividends and 
capital gains distributions are included in the data. 

Minu8 (2) Dividend8 paid by dorne8tw corporations li8ted on the 
NY SE.-Data obtained from the exchange. They represent total cash 
distributions, including liquidating dividends and capital gains dis
tributions. Before 1966, the exchange reported the amount of dividends 
paid by all listed companies, as well as dividend payments by listed 
foreign companies; the amount of dividends paid by domestic com· 
panies could therefore be obtained directly. Dividend payments by 
foreign listed companies have not been reported since 1965, though 
the market value of these companies is reported. Since there was rela
tively little difference, in most years before 1965, between the yield on 
a1llisted stock and the yield on foreign listed stock, dividend payments 
by foreign companies after 1965 were estimated by applying the yield 
on all listed stock to the average yearly market value of listed 
foreign stock. 

Minu8 (3) Dividend8 paid by domestic corporation.y listed on the 
ASE and on other ~wchanges.-No dividend data are reported by these 
exchanges; dividend payments were, therefore, estimated on a sam
ple baSIS. For each year between 1952 and 1968, the percentage of ASE 
stocks which were dividend-paying, 'as well as the average yield on 
dividend-paying stocks, was estimated on the basis of a sample of 

• As previously indicated, the total value of privately held companies unavoidably in
ciudes the value of some wholly owned subsidiaries, though these companies are eliminated 
when a total market-value figure, net of intercorporate holdings, is derived. 
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about one-hundred stocks. The high and low prices for the year, as 
well as the amount of dividends paid (if any), were determined for 
each of ~hese stocks every year. Foreign issues and issues of investment 
companIes were excluded from the sample. 

About 25 per cent of the stocks in the sample were non-dividend
pltyers in 1952, and the percentage increased fairly steadily to over 50 
per cent by 1968. Non-dividend-paying stocks were concentrated in 
the lower price ranges; therefore, a Weighting procedure was used to 
determine what percentage of the total market value of all ASE 
stocks they accounted for. Each year's sample was broken up into 
different average-price categories: $0-$10, $10-$20, and so on; for 
example, a stock whose high price for the year was $37, and whose 
low price was $18, fell into the $20-$30 category. The number of non
dividend-paying stocks in each price category was multiplied by the 
average price in that category, the total summed, and the sum ex
pressed as a percentage of the sum of the total number of stocks 
in each price category multiplied by the average price in that category. 
On the basis of this weighting proceure, the percentage of the total 
market value of all ASE stocks accounted for by non-dividend-paying 
stocks increased from about 10 per cent in 1952 to about 44 per cent 
in 1968.7 

The increase apparently reflects the fact that a substantial number 
of old: established companies, which tended to be dividend-payers, 
were lIsted on the ASE in the 1940's and early 1950's. Many of these 
companies have since been listed on the NYSE. Their 'place has been 
taken, for the most part, by smaller and newer companIes, which con
centrate on growth and tend to follow a policy of retaining all earnings. 

The average yield on each dividend-paying stock was obtained by 
dividing its yearly dividend payment by the average of its high and 
low price for the year. The weighting procedure previously employed 
was then used to determine the average yield for all dividend-paying 
stocks; that is, the average yield of dIvidend-paying stocks in the 
various price categories was weighted on the basis of the number of 
such stocks and the average price in each of the categories. The data 
indicate that average yields of dividend-paying stocks on the ASE 
correspond fairly closely to average yields of dIvidend-paying stocks 
listed on the NYSE, and to those contained in the NQB index, during 
the period 1952-1968 (though the percentage of stocks which were 
non-dividend-payers was much higher than on the NYSE). 

The average market value of domestic stocks listed on the ASE and 
on other exchanges was then derived by averaging the market values 
at the beginning and end of each year. For example, the market value 

7 This weighting procedure Is accurate only If the higher-priced stocks have as many 
shares outstanding as the lowl'r-prlced ones. This seemed to be a reas()nable assumption, on 
the basis of a small sample of stocks that was checked In ()ne year, but there was not 
enough time to engage In a more thorough verification. 
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of domestic stocks listed on the ASE and on other exchanges was $26.8 
billion at the end of 1956 and $22.4 billion at the end of 1957; the 
average market value during 1957 was, therefore, assumed to be $24.6 
billion. Each year's average market-value was then multiplied by 
the percentage of market value estimated to be dividend-paying, and 
the resultant total multiplied by the average yield on dividend-pay
ing stocks in order to obtain the estimates of dividend payments by 
stocks listed on the ASE and on other exchanges. 

The data, as shown in Table VI-2, indicate an increase in dividend 
payments throu<Th 1956, followed by a decline through 1967. This pat
tern is explainedby the fact that the rise in market values between 1952 
and 1956 overcame the effect of falling yields. Between 1956 and 1967, 
the continued fall in yields, combined with relative stability in market 
values, resulted in a decline in estimated dividend-payments. The fail
ure of market values to rise after 1956 (until 1967) mus,t have been the 
result of the same factor which apparently caused non-dividend payers 
to increase in importance-the replacement of older, well-established 
companies by newer and smaller ones. 

Mi'l1J'»J (4) Dividends paid by ind1l8t1'iaZ c01npanies tmded OTO.
In 1952, and between 1957 and 1963, as previously indicated, the SEe 
broke down its OTe total, and an estimate of the market value of 

, industrial stocks was, therefore, available. From 1963 on, market-value 
estimates were obtained (as discussed in the explanation of the deri va
tion of an over-all OTe figure) by using the NQB index for extrapola
tion. Between 1952 and 1957, market-value estimates were obtained by 
interpolation, using the NQB index. The average market-value of 
OTe industrial stocks each year was then derived, adopting the same 
procedure employed for ABE stocks (the average of two year-end 
values). 
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Table VI-2 

Estimated Dividends, American Stock Exchange and Other Exchanges 

(1) (2) (3) (4 ) 

a 
Yield Percent of Harket Value Average Market Dividends 

(in per cent) Dividend-Paying Value in Year (lX2X3) 
(amounts in ~ millions) 

1952 6;0 90.0 ' 15,480 836 
1953 5.9 87.7 14,830 767 
1954 5.1 90.2 17,050 784 
1955 4.7 89.7 2:<,430 945 
1956 4.6 88.5 25,840 1052 
1957 4.7 86.6 24,610 1002 
1958 4.1 84.4 25,400 879 
1959 3.8 74.1 25,830 727 
1960 4.3 67.4 22,700 658 
1961 3.4 70.0 26,350 627 
1962 4.2 65.3 26,200 718 
1963 3.6 73.3 22,450 592 
1964 3.5 74.0 23,700 614 
1965 3.3 69.8 25,100 578 
1966 3.2 66.7 24,650 526 
1967 2.6 63.5 29,900 495 
1968 2.4 55.6 45,580 60,8 

a 
Dividend Paying Stocks. SOURCE: See data description. 



421 

Each year's average market-value was then multiplied by the per
centage of market value estimated to be dividend-paying, using the 
percentages obtained from the ASE sample (on the assumption that 
the OTC markets have been characterized by the same trend towards 
smaller, growth-oriented companies in recent years). The resulting 
dividend-paying, market-value totals were then multiplied by aver
age-yield values, obtained from a combination of the yield on ASE 
stocks and the yield on stocks contained in the NQB index, to obtain 
estimated dividend payments of OTC industrial companes,s as shown 
in Table VI-3. 

• The NQB computes a quarterly yield on the stocks In Its Index. and these were averaged 
each year to obtain yearly da ta. The yields conform closely, throughout the whole period, 
to the yields of stocks contained In the Dow ;Tllnes Industrial Index. The market value 
of the 35 stocks In the NQB Index represented about 7 per cent of the total estimated 
market value of all OTC Industrial stocks (Including public utilities) In 1967. In 1950. 
according to Ll.'tller (0. Letller, The Stock Market, Ronald Press. N.Y .. 1951). the 35 
stocks accounted for about one-sixth of the market value of all OTC Industrial stocks 
(excluding utilities). On the strength of these two bits of Information, the ASE and NQB 
yields each year were weighted on a 90-10 basis, on tbe assumption that there tends to be 
some correspoudence In quality betwren ASE stocks and those OTC stocks not Included 
lu the NQB Index. Since. In most years, there was relatively little difference between the 
ASE and NQB yields (the ASE yields were generally slightly higher), the particular 
weights selected would In most cases make very little difference. 
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'rab1e VI-3 

Estimated Dividends, Over the Counter Industrial Stocks 

(1) (2) (3) (4) (5) 

Yield on 35 \'Ieighted Percent of Average Market Uividends 
Stocks in NQB yield AS!:: llarket Value Value in Year ($Hillions) 
indexa (in and NQB Dividend ($I3i11ions) (2X3X4 ) 
percent Stocks (in Paying 

percen1;l.£ 

1952 5.80 6.00 90.0 16.0
c 864 

1953 5.75 5.90 87.7 15.5 802 
1954 5.00 5.10 90.2 18.4 845 
1955 4.35 4.60 89.7 24.0 995 
1956 4.60 4.60 88.5 26.9 1095 
1957 5.25 4.75 86.6 25.7 1057 
1958 5.00 4.20 84.4 28.2 1001 
1959 3.50 3.75 74.1 34.6 960 
1960 3.55 4.20 67.4 37.8 1070 
1%1 3.00 3.35 70.0 48.2 1130 
1962 3.25 4.10 65.3 51.6 1380 
1963 3.20 3.55 73.3 46.2 1202 
1964 2.85 3.45 74.0 54.9 1402 
1965 2.80 3.25 69.8 72.5 1644 
1966 3,15 3.20 66.7 B1. 5 1740 
1967 2.50 2.60 63.5 102.6 1694 
1968 1. 90 2.35 55.6 138.2 1804 

a 
Average of 5 quarterly figures, periods ending January 1 through following 

January 1. Quarterly data are derived from price data at the end of each 
quarter and from dividends paid during that quarter. 

b 
Yield on dividend-paying stocks 

c 
End of year value. 

SOURCE: See data description. 
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Minus (5) Dividends paid by banks and insurance companies.-Data 
obtained from IRS Statistics of Income, Corporation Income Tax Re
turns. According to the 1959 SEC Annual Report, the 700 banks in
cluded in the SEC OTC total accounted for about 75 percent of the 
assets of all U.S. banks at the end of 1958. At the end of 1968, the 700 
largest banks in the country also accounted for about 75 percent of the 
total assets of an U.S. banks. A few of these banks are now listed, while 
almost none were in 1958; therefore, the banks which are now traded 
OTC probably account for less than 75 percent of the assets of all U.S. 
banks. Nevertheless, as an approximation, 75 percent of the dividends 
paid each year by all U.S. banks are subtracted. This introduces an 
error into the residual (because of the listed banks), which is discussed 
below. 

According to the 1958 SEC Annual Report, the 300 insurance com
panies included in the SEC OTC total had a market value of $11.5 
billion at the end of 1957; while 17 insurance companies, with a market 
value of about $1.6 billion, were then listed on exchanges. There are 
probably very few privately held insurance companies, and their mar
ket value is likely to be ver.y small. Data in Moody's and in the New 
York State Insurance Reports show that the 150 largest fire and 
casualty companies write over 95 percent of the premIUms written 
by all fire and casualty companies. According to Moody's, the 150 
largest life insurance companies have over 95 percent of the assets of all 
life insurance companies. (Many of these are not stock companies, but 
there is no reason to assume that the largest stock companies no not 
also account for the great bulk of all stock company assets.) As an ap
proximation, 85 percent of the dividends paid by all U.S. insurance 
companies are subtracted each year; it is implicitly assumed that the 
remainder represents dividends paid by listed insurance companies and 
has already been subtracted, and that the privately held total includes 
no insurance companies. 

Mim18 (6) Oapitril gains distributions.-Total dividends paid by 
U.S. corporations, as reported by the IRS, include capital gains dis
tributions; these must be subtracted to arrive at a true dividend resid
ual. The totals subtracted here are those reported by the ICI for 
its member funds. Total capital gains distributions reported in the 
National Income Supplement in its reconciliation of IRS dividends 
with National Income dividends are not subtracted; the data include 
capital gains distributions of listed closed-end funds, and these pay
ments had, for the most part, already been removed when NYSE 
dividends were subtracted. 

Minus (7) Dividend payments, open-end mutual/unds.-Total reo 
ported by the ICI. Dividend payments by closed-end funds are not 
subtracted, since the NYSE dividend total includes payments by listed 
closed-ends. 

Equrils (8) residual.-Dividends paid by privately held companies. 
This residual was blown up on the basis of the yield data employed 
f?r OTC industrials; tha~ is, the weighted average of ASE and NQB 
YIelds. The use of these 'yIeld data represents an attempt to treat pri
vately held companies III the same fashion as publicly traded ones. 
IRS data on the value of privately held stock appearing in estates 
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are not used in the calculations.D The IRS tends to value this stock 
either in terms of book value or, when it tries to determine market 
value, it apparently uses very conservative price-earnings ratios. 

The market value totals thus derived were increased by 25 per cent 
to take account of non-dividend-paying companies; that is, it was 
assumed that non-dividend-payers accounted for 20 per cent of total 
market value in the privately held sector. The use of this percentage 
is based on two assumptions. First, that a larger percentage of pri
vately held companies than of publicly traded ones is likely to be 
non-dividend-paying. Second, that privately held companies have not 
been characterized by the same trend toward a sharp increase in the 
percentage of non-dividend-payers which has characterized companies 
listed on the ASE (and, probably, those traded OTC) since the late 
1950's. The market value of privately held companies is tied, by and 
large, to book values for estate and other purposes (though it is 
treated differently in this analysis) ; therefore, these companies would 
not have quite the same incentive as publicly traded ones to retain 
all of their earnings and to generate a rapid growth of profits, thereby 
raising the price of their stock and creating capital gains. Conse
quently, it is arbitrarily assumed that non-divIdend-payers accounted 
for a higher percentage of companies in the privH,tely held sector than 
in the publicly traded one in the early 1950's, but that the percentage 
has not increased since. 

The resulting market value data are yearly averages. They are con
verted to year-end totals on the basis of the relationship each year 
between the year-end and the average value of the NYSE composite 
index. In the years 1966 through 1D68, it was assumed that the market 
value of privately held stock accounted for the same percentage 
of the total market value of all outstanding stock that it accounted 
for in 1965. 

Following are the major problems connected with the estimates of 
the market value of privately held stock (aside from the assumption 
that 20 per cent of the companies are non-dividend-payers). 

(1) Errors in the size of the residual: 
(a) OTC market values are understated because of the limited 

coverage of the SEC (and NYSE) data. As a result, dividend 
payments by OTC industrial stocks are understated, the amounts 
deducted from total dividend payments by U.S. corporations 
are too small, while the residuals are too large. The market value 
of all outstanding stock is thereby not affected materially, since 
the resulting overstatement of the value of privately held stock 
is likely to offset the understatement of OTC market values. 
The offsetting errors may not cancel exactly, since the price div
idend ratios used to obtain privately held market values may 
differ from price dividend ratios in the OTC industrial sector. 

(b) 75 per cent of the dividends paid by all U.S. banks have 
been subtracted in arriving at a residual, since banks traded OTC 
accounted for 75 ner cent of the assets of all banks in 1958. Several 
large banks listed in the 1D60's; therefore. it sepms likely that the 
percentage of total dividends acconnted for by OTC banks grad
ually declined during the decade. Consequently, the amounts sub-

o Intel'nal Revenue Spl'vlce. 1965 StatistIcs of Income, Fiducla,.y, Gilt, and Estate TarD 
Return8, WashIngton, D.C., 1967. 
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tracted in recent years as dividend payments by OTC banks are 
too large, and the residuals, therefore, too small. 

(c) 85 per cent of the dividends paid by all U.S. insurance com
panie~ ~ave been subtracted in arriving at a residual. rr:he remain
mg dIvIdends were assumed to represent payments by lIsted insur
ance companies, which had already been subtracted. If listed 
insurance companies increased in importance during the 1960's, 
the amounts subtracted as dividend payments by OTC insurance 
companies are too large, and the residuals are too small. 

(d) Total dividends paid by all U.S. corporations include liqui
dating dividends. Liquidating dividends paid by NYSE com
panies have been deducted, but not those paid by other listed, or 
OTC, companies. Therefore, too little is being deducted, and the 
residuals are too large. (This is probably a very small item.) 

(e) Total dividends paid by all U.S. corporations include capi
tal gains distributions. Capital gains distributions by investment 
companies listed on the NYSE, and by open end companies which 
are members of the ICI, have been deducted, but not those paid 
by other investment companies. Therefore, too little is being 
deducted, and the residuals are too large. 

(f) It was assumed that non-dividend-payers accounted for the 
same percentage of both OTC industrial stocks and ASE stocks. If 
this assumption is not valid, the amount of dividends paid by OTC 
industrial companies is not estimated correctly, and, depending on 
the direction of the error, the residuals are either too large or too 
small. 

Items (a), (d), and (e) probably outweigh in importance items (b) 
and (c); with no know ledge of the direction of error in item (f), it 
seems likely that the residual is too large. The major source of error is 
probably item (a), and there is likely to be an offsetting error in the 
OTC market value estimates. Therefore, the estimates of the total mar
ket value of all outstanding stock are unlikely to be seriously in error 
due to mistakes in calculating the size of the residual representing divi
dends paid by privately held companies, unless there is a significant 
difference between the percentage of non-dividend-payers among OTC 
industrial stocks and among ASE stocks. 

(2) Estimates of the market value of privately held companies in a 
l)a?·t~mtla?' yea?' may be subject to a fairly sizeable error. The total for 
tLny year depends crucially not only on the size of the dividend residual, 
but also on the yield value employed to blow up the residual. If a 
figure of 3.5 per cent is used, and a more reasonable figure would have 
been 4 per cent, the market value total would be overstated by one 
seventh. Consequently, if the yield data derived from the sample of 
ASE stocks were not representative, a particular year's estimate of the 
value of privately held stock may be considerably off in relation to 
totals for either the preceding year or the succeeding year. For exam
ple, the decline from 1955 to 1956, and the very rapid increases from 
both 1957 to 1958, and 1962 to 1963, seem unreasonable. For the period 
1952-1968 as a whole, the yield data seem reasonable. Therefore, if it is 
appropriate to use these data for privately held stock, the market 
value totals over the whole period should be reasonably satis£acto~y, 
despite shortcomings in any particular year's figure. 
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(3) The estimates of the market value of privately held companies 
include the value of open end investment companies which are not 
members of the ICI, non-listed closed ends, and other types of invest
ment companies, since these companies' dividend payments are in the 
dividend residual. The value of these companies is not included in the 
total market value of all stocks, since they are registered with the SEC, 
and the value of all registered compallles has been subtracted in ar
riving at an over all total. In the same way, listed closed ends are in 
the NYSE and in the ASE totals, though they are not in the over all 
market value total. 

(4) The privately held total includes wholly owned subsidiaries 
filing separate tax returns. This includes companies which could file 
consolidated returns since they are owned 80 per cent or more by an
other company (95 per cent before 1954), but which choose to file 
separate returns. It also includes companies which are completely, or 
largely, owned by other companies-for example, in the oil industry
but whose ownership is so dIvided that no one company owns as much 
as 80 per cent of the subsidiary; in this situation, the subsidiary must 
file a separate return. Dividends paid by subsidiaries filing separate re
turns are included in total dividends paid by all U.S. corporations 
and are, therefore, included in the diVIdend residual, unless the sub
sidiaries have sufficient public ownership to be listed or traded OTC. 

If privately held stock is to be defined as stock in companies which 
are publicly held but are not listed or traded OTC, subsidiaries which 
have little or no public ownership should really be excluded, since 
they are, for all intents and purposes, part of their parent companies. 
In the absence of data on the importance of these subsidiaries, there 
seems to be no way to eliminate them. As discussed below, there has 
been an increase in the extent of consolidated filing, so subsidiaries 
should account for a smaller percentage of the privately held total 
than they previously did. In any case, though, these subsidiaries are 
not included in the estimated market value of all outstanding stock 
net of intercorporate holdings. 

There is a slight downward trend in the percentage of market value 
accounted for by privately held companies (considering the period as 
a whole, and ignoring individual years, where there may be consider
able error), but the change is small. Privately held stock accounted 
for about 27 per cent of the total value of all outstanding stock in 
1952-1955 (before deducting intercorporate holdings), and about 24 
per cent in 1962-1965. Had there been no increase in consolidated 
filings (there was a sharp increase in 1964 and 1965) , the decline would 
have been even smaller. This is a surprising finding, considering the 
fairly large number of companies which turned to public ownership 
after 1958. It is probably explained, in part, by the limited coverage of 
the SEC OTC data, whIch resulted in an increasing understatement of 
OTC values and a correspondingly increasing overstatement of the 
value of privately held stock (whIle leavin~ the total market value 
figure for all outstanding stock basically unaffected) . 
e. Intercorporate Holdings 

The total market value of all outstanding stock was reduced each 
year by the ratio of dividends received by domestic companies from 
domestic companies to total dividend payments by domestic companies 
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in that year. In computing these ratios, total dividends and capital 
gains distributions of mutual funds were subtracted from total domes
tic corporate dividend payments, and dividend income of mutual funds 
was subtracted from dividend receipts of domestic companies. (The 
dividend receipts data do not include capital gains income of mutual 
funds.) This adjustment permits the exclusion of stock held by mu
tual funds from intercorporate holdings. Data on the dividend income 
of mutual funds were unavailable; their dividend payouts were used 
as a proxy (since the funds are required to distribute almost all of 
their dividend income). In 1966 through 1968, intercorporate holdings 
were assumed to account for the same percentage of total outstanding 
stock that they accounted for in the years 1963-1965. 
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The data, as shown in Table VI-4, indicat~ that the ratio of divi
dends received to dividends paid declined from a level of about 20 
per cent in 1952 to a level of about 15 per cent in 1963-1965. This de
cline is surprising, considering the extent to which companies have 
acquired stock in other companies over the last 15 to 20 years. The 
decline is probably explained, in large part, by an increase in con
solidated filings. In 1952, corporations filing consolidated returns ac
counted for 10 per cent of all corporate assets and 17 per cent of all 
dividend payments.10 In 1965 they accounted for 25 per cent of all 
assets, and 411,)er cent of all dividend payments.ll While some of the 
increase may SImply reflect mergers which have occurred during the 
period (if two previously independent companies merge, they may 
then file consolidated returns), a large part of the increase probably 
reflects the fact that subsidiaries whICh previously filed separate re
turns are now filing consolidated ones. There were significant changes 
in the tax laws affecting consolidated returns in both 1954 and 1964; 
in these two cases, especIally in 1964, there was a sharp increase in the 
number of consolidated returns filed immediately after the law was 
changed. What has apparently happened, therefore, is that some sub
sidiaries which used to be in the intercorporate total are no longer 
recorded as such. 
f. Treasury Stock 

The market value of stock listed on the NYSE and the ASE in
cludes Treasury stock (shares held in corporate treasuries for stock 
options, acquiSItions, conversions of convertible debentures, and so 
forth). WhIle the SEC Annual Reports made no specific statements 
on the subject, it seems likely that the OTC market value data also 
included the value of Treasury stock. If stockholdings of the house
hold sector are to be derived as a residual after subtracting all other 
ownership groups' holdings from the total value of outstanding stock 
(including Treasury stock), the residual will then be too large. A 
quick check of a few companies in one ,Year indicated that Treasury 
stock was insignificant for large compames, but accounted for as much 
as 10 per cent to 20 per cent of the total number of outstanding shares 
of smaller companies. 

10 Internal Revenue Service, 1952 Statistics of Income, COI'poration Income Tax Re
turns, p. 74. 

11 Internal Revenue Service, 1965 Statistics of Income, Corporation Income Taa; Re
turns, p. 201. 
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3. SOURCES OF ERROR IN THE ESTIMATES 

Most sources of error in the estimates of the market value of all out
standing stock have already been discussed in the description of the 
derivation of the market value of privately held stock: errors in the 
size of the dividend residual, errors arising from the assumption that 
20 per cent of privately held companies are non-dividend-payers, and 
errors arising from the use of the yield data derived from the sample 
of ASE stocks. There is one additional source of error, arising from 
a situation the reverse of that caused by the filing of sepamte tax 
returns by wholly owned subsidiaries. 

A company could be 90 per cent, or even 99 per cent, owned by 
another company, and file a consolidated return wIth its parent, while 
still having enough shareholders to be listed on an exchange, or, more 
probably, to be traded OTC. The total market value of the stock of 
such a company would be included in the value of listed or OTC 
stock, but no deduction would be made for that fraction of the com
pany's shares held by its parent corporation, since the IRS would not 
record either its dividend payments or the dividends received by the 
parent company from its subsidiary. Western Electric is an example 
of such a coml?any. Having attained 300 shareholders of record, it was 
first included m the OTC universe of the SEC in 1960. However, since 
the company filed a consolidated return with AT & T, that fraction 
of its shares and market value owned by AT & T (over 98 per cent) 
would not be subtracted in arriving at an estimate of intercorporate 
holdings. 

Under such circumstances, the value of intercorporate holdings is 
understated, and the market value of all outstanding stock net of 
intercorporate holdings is overstated. There are not likely to be very 
many companies which file consolidated returns, out which have a 
sufficient number of shareholders to be listed or traded OTC; how
everl there are probably several large companies in this category (in
cludmg the above mentioned Western Electric and other subsidiaries 
of AT & T), and they might account for several billion dollars in 
market value. 

4. MARKET VALUES BY INDUSTRY 

Table VI-5 shows the industrial distribution of the market value 
of all outstanding stock. The following procedure was used to obtain 
these estimates; limitations of the procedure are discussed following 
the explanation. 



Table VI-5 

Market Values, by Industyr, of the 
Outstandin~ ~tock of Domestic 

Corporations ($Bi11ions, Year-End Values) 

Industry 1952 1953 1956 1957 1958 1959 1960 1961 1962 1963 1964 1965 
• Aircraft 1.6 1.9 4.7. 3.2. 4.6. 4.5 4.4 4.8 5.7 6.4 8.5 14.7 

Amusement 1.8 1.3 1.7 1.5 2.4 1.8 2.4 3.0 2.3 3.1 3.8 4.8 
Auto 11.3. 9.8. 20.6. 15.3. 22.6. 27.3. 20.6. 28.7. 27.1. 36.2. 43.7. 47.5 
Building Trade 1.4 1.3 3.0 2.9 4.5 4.7 4.8 6.0 4.8 5.2 5.6 6.8 
Chemical 24.6 24.7 42.2 38.3 53.0 67.0 62.1 12.9 77.6 90.3 111.0 96.1 
Electrical Equipment 9.6 10.0 16.3 15.7 22.9 41.6 41. 3 52.0 39.8 . 49.3 50.4 65.5 
Financial (Including 34.6 32.9 46.2 54.3 12.8 89.0 92.9 140.8 111.8 135.8 148.3 190.2 

Investment Companies) 
11'.5 Food Products 9.7 11.0 11.3 16.8 17.0 22.7 30.3 25.1 28.3 32.8 38.0 

Leather .6 .5 .6 .5 .8 .9 .9 .9 .9 1.4 1.7 2.1 
Machinery & Metals 9.4 9.6 16.2 13.3 17.4 27.1 26.4 30.1 22.8 24.8. 29.7. 42.7. ~ 

C/.j 
Mining 4.1 3.5 9.5 5.9 9.9 10.4 8.4 9.9 7.6 8.7 9.6 12.2 I-' 

Office Equipment 2.7 2.8 8.0 9.5 13.9 6.3 8.8 17.5 12.3 23.1 23.7 46.1 
Paper & Publishing 8.6 9.7 16.8 15.0 20.9 2/).5 19.1 '22.6 17.3 20.6 28.4 31.3 
Petroleum & Natural 34.9 33.6 61. 2 46.3 65.0 53.9 53.0 64.8 69.4 95.3 86.7 95.9 

Gas 
Railroads & Railroad 8.3 7.2 8.6 5.9 9.0 8.9 7.6 9.2 8.7 10.8 12.6 14.4 

Equipment 
Real Estate 4.7 4.1 5.2 3.5 7.5 10.2 7.9 10.7 8.6 17.3 16.6 19.8 
Retail Trade 11.4 12.1 12.5 12.4 19.8 22.4 22.6 35.3 27.4 32.2 48.9 47.8 
Rubber 1.9 1.8 3.9 3.7 5.1 7.8 4.5 6.1 4.5 5.4 6.1 6.7 
Shipbuilding .9 .9 1.9 1.6 1.6 .8 1.2 1.1 1.5 1.4 1.8 2.0 
Steel and Iron 8.0 7.3 17.4 11.5 18.8 20.9 15.8 20.5 13.8 17.8 22.7 25.9 
Textile 4.5 3.8 3.7 2.5 4.5 5.1 4.1 6.4 5.8 7.3 11.9 12.9 
Tobacco 2.0 2.0 2.1 2.3 3.2 3.6 4.6 7.7 4.2 4.6 4.7 5.4 
Utilities 31.4 31.1 47.3 44.6 63.8 68.8 82.1 107.9 96.1 109.9 124.6 111.5 

Total 228.0 223.4 360.6 321.0 460.8 520.5 518.2 689.2 595.1 735.2 833.8 940.3 

• New York Stock Exchan~e Market Value only 
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Dividend data by industry for domestic stocks listed on the New 
York Stock Exchange (encompassing only dividends paid on common 
stock) were obtained from the exchange. Dividend data for all do
mestic corporations (representing payments on both common and 
preferred stock) were obtained from IRS Statistics of Income, and 
were placed on a basis comparable to that of the NYSE.12 That is, the 
IRS does not necessarily assign industrial subgroups to the same in
dustries to which they are aE"signed by the NYSE. Since dividend data 
by industrial subgroups were available only from the IRS, the IRS 
industry categories were brought into conformity with those of the 
NYSE. Table VI-6 shows the IRS industrial subgroups contained 
within each NYSE industry. 

lJl Dividend data for Industrial subgroups were not available from the IRS In'1954 or 
1955; therefore, Industry totals were not derived In these two years, A small percentage 
of IRS dividends (less than 8 per cent In most years) were'not classified by Industry; these 
dividends were contained In an "all other" catt'gory or 'they represented payments by 
Industrial subgroups for wblch the appropriate NYSE Industry conld not be determined, 
Similarly, before 1959, a small percentage of NYSE dividends (less than 2 per cent) were 
not classified by Industry; these dividends were contalned'in an "all other" category or 
In a category labeled simply "U.S, companies abroad." 
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Table VI - 6 
IRS Industry Subgroups Contained I'li thin NYSE Industry categories 

NYSE Industry IRS Industrial Subgroups Contained 

Aircraft 

Amusement 

Automotive 

Building trade 

Chemical 

Electrical equipment 

Financial 

Food products 

Leather 

Machinery and 
metals 

Mining 

Office equipment 

Paper and publishing 

Petroleum and 
natural f,D.S 

Railroad and railroad 
equipment 

Real Estate 

Retail trade 

~ Rubber 

Shipbuilding 

Steel and iron 

Textile 

Tobacco 

Utilities 

in this Industry 

Aircraft and parts; air transportation 

Motion pictures; amusement, except motion pictures 

Hotor vehicles and eqUipment; urban, suburban. 
and interurban transport; trucking and 
warehousing; other motor vehicle transportation 

Construction 

Chemical and allied products; stone, clay, and 
glass products 

Electrical machinery and equipment; scientific 
instruments, photographic equipment, watches 

Finance; insurance; lessors of real property 

Food and kindred products; beverages 

Leather 
Fabricated metal products; machinery, except 

transportation and electrical (excluding office 
equipment and, before 1959. agricultural 
machinery) 

Mining and quarrying (excluding crude petroleum 
and natural gas production) 

Office equipment; furniture and fixtures 

Paper and allied products; printing and 
publishing; lumber and wood products 

Crude petroleum ~d n~tural Gas; petroleum and 
coal products 

Railroad transportation; railroad equipment 

Real estate. except lessors of real property 
other than buildings 

Retail trade 

Rubber products 

Ship and boat building; water transportation 

Primary metal industries 

Textile and mill products; apparel manufacture 

Tobacco 

Co~"un1cations; electric and gas; other public 
utilities 
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NYSE dividends were then subtracted from IRS dividends in 
order to obtain estimates of the industrial distribution of non-NYSE 
dividends.13 Market value/dividend ratios by industry were then de
rived for companies listed on the NYSE, using year-end data on in
dustry market values for common stocks. These ratios were applied 
to the estimates of non-NYSE dividend payments by industry in 
order to obtain preliminary estimates of the industrial distribution of 
the market value of stocks not listed on the NYSE. 

These data were then adjusted each year by applying the follow
ing ratio (from that year's data) to each industry total: 

The total market value 1 
of all outstanding stock The sum of the preliminary 

. minus 1lstimates of the market val-
The market value of all ues of non-NYSE industries 

NYSE stock 
In these calculations, the total' market value of a,11 outstanding stock 
includes the value of investment com}?anies, since the dividend totn,ls 
for the ·financial industry include 'divIdends paid by investment com
panies. Similarly, the value of investment companies is included in 
the value of NYSE stock. 

This procedure, in a very rough way, adjusts for the fact that 
price-dividend ratios may not be the same for both NYSE and non
NYSE stocks. It also adjusts, again in a rough way, for the ex
clusion of IRS dividends in the "ttIl other" category, as discussed 
below. 

The adjusted estimates of the market values, by industry, of the 
outstanding corporate stock of non-NYSE companies are added to 
the NYSE industry market value totals· (including both common and 
preferred stock) in order to obtain the final estimates of the market 
value of all outstanding corporate stock by industry (including in
vestment companies).14 

Following are the limitations of the procedure employed here: 
(a) The NYSE and the IRS may not always aSSIgn pa.rticular 

companies to the same industry, since the NYSE does not neces
sarily follow the Standard Industrial Classification. As a result, 
there may be a lack of comparability between the IRS industry 
data and the NYSE industry area. A similar problem arises when 
the IRS, but not the NYSE, transfers a. company from one indus
try one year to another industry the following year. 

(b) The IRS may on occasion transfer industry subgroups be
tween industries. The year to year comparability of the IRS indus
try classifications would have to be examined in order to obtain 
more accurate industry totals. 

13 The farm machinery Industry waR excluded In these calculations. Dividend dntn for the 
Industry were nvnilnble from the IRS nnd the NYSE only through 1958; nfter 11)58, the 
Industry's dividends were Included In the machinery and metals cntegory. Totals for the 
service Industry (as reported by the NYSE after 1958) were also excluded, since the 
comparable IRS InduHtry could not be determined. 

,. Because of a few minor adjustments and discrepancies, the sum of the adjusted In
dustry totals Is less than the market value of ali outstanding stock (Including Invest
ment companies) throughout the whole period. For exnmple. in one or two cases every 
year, reported dividend payments by NYSE companies in Rpeclflc Industries exceeded totnl 
dividend pnyments by thnt Industry ns reported by the IRS. Mnrket vnlue dntn for these 
Industries represent only reported NYSE mnrket vnlues. Also, NYSE mnrket vnlues for the 
"ali other." fnrm mnchlnery, services, nnd "U.S. compnnles abrond" Industries nre ex
cluded from the over-nil mnrket vnlue totnls In the procedure followed here, 
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(c) The IRS data include both common and preferred divi
dends, while the NYSE data include only common dividends. 
Since the industrial distribution of common and preferred divi
dends is likely to differ, an error of unknown magnitude is in
troduced into the results. 

(d) As previously indicated, a small percentage of IRS divi
dends were in an "all other" category or were in industrial cate
gories for which the comparable NYSE industries could not be 
determined. However, NYSE listed companies which are in these 
various categories do end up in some industry in the NYSE 
classification. The procedure used here assumes that the industrial 
division of the companies contained in these IRS categories cor
responds to the industrial division of the preliminary estimates 
of the market value of non-NYSE companies. 

5. COl\IPARISON WITH OTHER ESTIMATES 

The over-all market value totals derived here are generally small
er, by 10 percent or less, than the totals reported by the SEC for the 
1950's. The discrepancy between the two series reflects, in part, the in
clusion, in the SEC data, of the amount of foreign stock outstanding 
in the U.S. Only l1, small portion of the difference, however, can be 
accounted for by this factor. The values derived here become larger 
than the SEC totals in 1961, and the differences between the two series 
become steadily more pronounced after 1964. By the end of 1968, the 
discrepancy amounts to $283 billion, or 37 percent of the SEC total. 
The basic reason for the growing discrepancy in the 1960's is the dif
ferential price behavior of stocks listed on the NYSE, the ASE1 and 
those traded OTC. The SEC data are obtained by extrapolatmg a 
1960 benchmark figure on the basis of changes in Standard and Poor's 
500 stock-price index, which includes only stocks listed on the NYSE. 
However, OTC prices started increasing more rapidly than NYSE 
prices after 1960, while ASE prices started increasing more rapidly 
after 1966. Therefore, the use of a price index based solely on NYSE 
price changes creates a constantly increasing divergency (at least, 
throughout a good part of the 1960's) from actual market values. 

The series derived here is also somewhat smaller than the Federal 
Reserve Board series in the 1950's; the values are closer to the FRB 
totals than to the SEC totals in 1952-1955, and further apart between 
1956 and 1960. The series becomes larger than the Federal Reserve 
Series in 1963 and remains larger through 1968, but the values are much 
closer to the FRB totals than to those of the SEC. The Federal Re
serve Board data are apparently derived by applying a constant 
multiplier to the total value of listed stock (that is, it is assumed 
that the value of OTC and privately held stock increased in propor
tion to the increase in the value of listed stock). Even though OTC 
prices increased more rapidly than prices of listed stock during the 
1060's, the discrepancy between the two series was apparently kept 
relatively small by new listings; that is, the increase in the num
ber of companies listed on exchanges in the 1960·s caused listed market 
mInes to rise considerably more rapidly than the rise shown by ex
change price indexes. 
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The total derived here for 1960 is about $25 billion, or 5 per cent 
larger than the estimate derived by Crockett and Friend 15 (after the 
two estimates are placed on a comparable basis, since these authors in
cluded the value of investment companies as well as the value of 
foreign stock outstanding in the U.S. in their total, and used middle 
of the year, rather than year end, vah,les). The difference is completely 
in the OTC and privately held sector, as might be expected. It does not 
seem to be due to the fact that they estimated OTC market values 
through a dividend residual method, instead of using the SEC data. 
A small part of the difference is due to two minor errors made by 
Crockett and Friend. First, in obtaining a dividend residual to esti
mate the value of unlisted stock, they subtracted total dividend pay
ments by listed companies from total dividends paid by U.S. corpora
tions. This subtracts too much, since dividend payments by listed 
companies include payments by Canadian listed companies to their 
non-U.S. stockholders, though these amounts are not included in 
total dividend payments of all U.S. corporations. The subtraction of 
payments by Canadian listed companies to their U.S. stockholders is 
compensated for by Crockett and Friend when they add total divi
dend J)ayments by foreign companies to their U.S. stockholders to 
total ividends paid by U.S. companies, in arriving at their dividend 
residual. Their second error is the subtraction of total caJ?ital gains 
distributions from total U.S. dividend payments in a.rnving at a 
dividend residual. Since dividend payments reported by the NYSE 
include capital gains distributions, there is double counting; a,nd, 
again, too much is deducted. As a result of these two errors, their 
dIvidend residual is too small by about 5 per cent, and they under
estimate market values by about $5 billion. 

By far the major part of the difference between the two estimates 
CRn be attributed to the treatment of non-dividend-paying stock, since 
Crockett and Friend use almost the same yield figure employed in this 
analysis to blow up their 1960 dividend residual. They estimated that 
9 per cent of the market value of OTC stock (except banks and in
surance companies) was non-divided-paying, Rnd used this percent
age for both OTC mdustrial stock and for privately held stock. Their 
estimate was based on a sample of 300 OTC companies drawn from 
the National Stock Summary. 

In this analysis, R 20 per cent figure was used for the privately held 
seotor; use of [1, 9 per cent figure would reduce the estimllte of the 
value of J?rivately held stock by· about $12 billion. In addition, in esti
mating dIvidends pRid by OTC industrial compRnies, it was assumed 
here that 33 per cent of the market vnlue of these companies wns non
dividend-paying in 1960 (based on the ASE sample). Use of a 9 per 
cent figure would increase estimated OTC diVIdend payments by 
$370 million. This would reduce the size of the dividend residual by 
11 per cent, and reduce the estimate of the vnlue of privntely held 
stock by another $9 billion. 

Consequently, not only is the particular yield figure employed in 
estimating the mnrket value of privately held stock important, so 

15 Jean Crockett and Irwin Friend. "Characteristics of Stock Ownl'rshlp." American 
Statistical Association, 1963 Proceedings of the Business and Economic Statistics Dlvl· 
sion, pp. 146-168. 
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also is the assumption about the magnitude of non-dividend-payers. 
This affects the privately held total directly, and affects it indirectly 
by influencing the size of the dividend residual. 

6. SUGGESTIONS FOR FURTHER RESEARCH 

a. Est'lmates of the Value of Privately Held Stock 
These estimates could be improved in two ways. First, OTe in

dustrial stocks could be sampled each year to determine the impor
tance of non-dividend-paying companies. This would improve the 
estimates of the amount of dividends paid by OTe companies, and 
wO\1ld improve the accuracy of the dividend residual. Second, unpub
lished IRS data could be examined, if possible, to determine whether 
they provide any information on the number of privately held com
panies paying dividends. 
b. Estirnates of the Value of Interc01']Jorate Holdings 

These estimates could be improved if additional information about 
wholly owned subsidiaries were available from the IRS; that is, dis
semination of information about the number and importance of sub
sidiaries which had filed separate returns in the previous year but were 
now filing consolida.ted returns, for each of the years covered by the 
ana.lysis. The data show a sharp increase in the importance of corpora
tions filing consolidated returns. Presumably, though, only part of 
this increase reflects a change in corporate filing practices; a part must 
reflect new corporate acquisitions during the period. If the two com
ponents could be separated, the data on intercorporate holdings could 
be placed on a fairly consistent basis. 
c. Estimates of the Value of TreasU1'y Stock 

Estimates of the value of Treasury stock could be obtained by 
sampling listed and OTe companies in selected years during the pe
riod covered by the analysis. 
d. Esti1nates of the Total Value of Otttstanding Oorporate Stock 

As indicated earlier, an error is introduced into the estimates be
Ca.uSe of wholly owned subsidiaries which file consolidated tax re
turns, but which have a sufficient number of shareholders to be listed 
on an exchange, or to be traded OTe. Some attempt could be made 
to determine the number and importance of those companies which 
fall into this category. 



AI'PENDIX VII 

THE MEASUREMENT OF FOREIGN HOLDINGS AND 'I'RANSAC'l'lONS 
IN U.S. CORPORATE STOCK 

(By Lewis Lippner, Board of Governors of the Federal Reserve 
System) 

The largest variety and most comprehensi ve collection of data per
taining to portfolio lllvestment is compiled by the U.S. Treasury De
partment in conjunction with the Federal Reserve System. Primary 
statistics on the principal types of data and the principal countries 
or areas involved in these capital transactions are published monthly 
in the TreMUry B1tlletin, and to a lesser extent in the Fedeml Reserve 
Bulletin. Pursuant to executive order and va,rious administrative reg
ulations, securities brokers and dealers, banks, and other non-banking 
financial institutions (i.e.: insurance companies, funds, etc.) are di
rected to report their international security transactions monthly to 
the Federal Reserve Banks. "The existing regulations require that 
all U.S. residents report transactions in long-term securities with 
foreigners whether made in their own behalf or on behalf of their 
customers provided the total of purchases or sales is greater than a 
monthly average of $100,000 in the six months ending with the re
porting date." 1 The S-form data are then consolidated and published 
by the Treasury. This is the raw material from which the Commerce 
Department's Office of Business Economics ultimately produces lines 
34-36 and line 52 of the U.S. Balance of Payments (adjustments to 
S-form data are discussed below.) 

In general data on foreign purchases or sales of securities 2 are re
ported on the basis of the foreign country or geogra.phic area in which 
the records of the reporting institutions show the transactor to be 
domiciled. Transactors are likely to be financial institutions acting 
as agents for the actual purchaser. Because reporting institutions are 
not expected to go beyond the addresses shown on their records they 
may not be aware of the actual country of domicile of their client. Thus 
a beneficiary may not be domiciled in the same country as the trans
acting agent, and geographical classification cannot in all certainty 
be said to reflect the amounts actually purchased by investors purport
ed to be domiciled in a particular country or area. The year-to-year 
variations in a country's purchases, however, can probably be assumed 
to reflect the general trend of purchases in each geographical region 
with the notable exceptions of transactions reported by agents 10-

1 Report of review committee for balance of payments statistics to the Bureau of 
the Budget, Balance oj Payments StatistiCS Review <£ Appraisal, April 1965. p. 77 . 

• Foreign purchases or sales of foreign securities should be equal to U.S. sales or pur
chases of foreign secu rl ties, respect! vely. 
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cated in Switzerland, the Bahamas, and Bermuda.3 Dealings in se
curities in these countries overwhelmingly represent the interest of 
clients Ii ving elsewhere. 

In addition to problems related to the geogra.phical distribution of 
securities purchases and sales are omissions in the data caused by the 
failure of transacting agents to file the appropriate reports. Most 
Treasury Department reporting forms are filed by banks, securities 
brokers and dealers, and major insurance companies. However, the 
growth of other financial intermediaries in recent years suggests that 
In,xity in report filing may not be uncommon. Many U.S. mvestment 
funds, penSIOn funds or educational institutions may invest directly in 
foreign assets. Furthermore, transactions in foreign securities by in
dividual U.S. citizens, especially those living abroad, are often made 
through foreign channels and hence go unrecorded.4 The actual size 
of such omissions is not known, nor is there any rough indication of 
their inagnitude. Current O.B.E. estimates of U.S. holdings of foreign 
securities are calculated by adding the annual flows reported to the 
Treasury Department with various adjustments to the benchmark 
statistics established by lL census taken during World vVar II. Ob
viously, the accumulation of even small omissions in any direction 
over this twenty-year period could affect the totals quite significantly. 

Estimation of foreign transactions in U.S. securities present similar 
problems although omissions may well be smaller in this case. Until 
several years ago, foreign citizens purchasing or selling U.S. securi
ties did so almost exclusively through American banks or brokers 
who were subject to strict reporting requirements. Omissions still oc
curred, however, when the transaction was executed by a U.S. finan
cial intermediary and the sales agent was unaware that the beneficiary 
was a foreign resident. Prior to the mid-1960's, the reported annual 
flow of foreign investments in U.S. corporate securities was relative
ly small and the absolute magnitude of possible omissions was prob
ably correspondingly small. The record growth of foreign investment 
companies dealing largely or in some cases exclusively in U.S. se
cur.ities increases the possibility of omissions inasmuch as these firms 
are not subject to reporting requirements required of U.S. transact
ing agents. 

Some types of security purchases are by nature inherently difficult to 
classify. Total long-term portfolio capital movements are entered in 
the balance of payments as collected by the Treasury Department 
apa.rt from adjustments made for reclassification of items that are 
actually direct investments. 

To facilitate explanation of these adjustments, assume an American 
company with a Canadian affiliate desires to purchase Canadian se
curities. This simple purchase can be accomplished in several different 
ways. It can be carried out as an investinent of parent company funds, 
in which case the transfer is actually a portfolio investment. Or, the 
same finn can purchase the same securities as an investment of the 
foreign branch. In this second case, the acquisition is not be be re
garded as an international transaction at all, but is a domestic Cana-

• See l~red Ruckdeschel. "Prospects for Foreign Purchases of U.S. Stocks," unpublished 
Federnl Reserve study, July 1969. 

• Balance 01 PaymentB StatlBticB. 
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dian investment by a Canadian company. If the same investment is ef
fected through the use of funds transferred from the home office to 
the foreign branch, the purchase should properly be considered a direct 
investment by the U.S. based parent firm. In many instances the U.S. 
parent company may have reported the capital transfer in the third 
case as a dIrect investment while the foreIgn subsidiary reports the 
same transaction as a portfolio investment. To avoid thIS double 
counting the O.B.E. finds it necessary to deduct this transfer of funds 
from the portfolio investment amount in the Treasury Bulletin. 

The Treasury's reporting system only covers cash trading. But let us 
now assume a foreign based company purchases shares of an Ameri
can enterprise by means of a stock transfer. This assignment of stock 
was made in lieu of a cash disbursement and will be reported by the 
U.S. company as a foreign direct investment provided the foreign 
company acquires more than 10 per cent of the voting stock of the 
American firm. ;If the foreign company purchases less than 10 per 
cent of voting equity it is assumed that the firm will not be partICi
pating in decisions affecting the management of the domestIc com
pany and the acquisition WIll be considered a portfolio investment. 
Thus in the latter case an offsetting entry must be made by the balance 
of payments division (BPD) to remove this transaction from those 
direct investment already recorded and add it to those portfolio in
vestments previously reJ?orted by the Treasury Department. Lastly, 
let us assume that a foreIgn owned U.S. subsidIary floats a new stock 
issue in the United States. If the foreign firm decides to exercise its 
rights in the new issue the issue should appear both in the Treasury's 
portfolio investment report and in the BPD's Foreign Direct Invest
ment Report. The entry must be dropped from portfolio investment 
to avoid double counting. These represent the most common adjust
ments performed by the Commerce Department to eliminate items 
properly considered direct investments in balance of payments terms 
from the capital movements data compiled by the U.S. Treasury.5 
To illustrate the extraordinary magnitude of adjustments in some 
years, the BPD found it necessary, III 1968, to exclude the purchase 
of $210 million b~y Royal Dutch Shell Company, Ltd. of stock newly 
issued by its U.S. subsidiary-the purchase was treated as a direct 
investment.6 This is not meant to imply that individual adjustments 
commonly run into hundreds of millions of dollars. Actually, over the 
period 1952-66 total adjustments of data for most foreign stock pur
chases by the U.S. averaged only slightly more than $20 million per 
year and adjustments to figures generated for net purchases by for
eigners of U.S. stocks averaged less than $15 million per year . 

• Examples of adjustments are the product of conversations the author has had with 
Russel S('holl of the Commerce Department's Office of BusIness EconomIcs. 

• U.S. BPD: Second Quarter 1969. Survey 0/ Ourrent BuBine88, September 1969. U.S. 
Department of Commerce. 
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